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India has moved 14 places to be 63rd among 190 nations in the World Bank’s 
Ease of Doing Business Ranking 2020 released recently on the back of 
multiple economic reforms by the present government. Indeed, the sustained 
business reforms over the past several years has helped India jump 14 places 
overall with the major escalation of ranks in Starting a Business, Trading 
Cross Border and Resolving Insolvency in the Global Ease of Doing Business 
rankings.
The eccentric jump is well supported by a bunch of strategic undertakings 

like vision New India, 2022, Minimum Government-Maximum Governance, Start-up India, Young India – 
Vibrant India, Digital India, IBC and Make in India campaigns. Inter-Alia, all such initiatives are working as 
a stimulant for economic growth in India under the mantra of Reform, Perform and Transform.
On one hand where government in dynamic in ensuring the directed application of these initiatives, at the 
similar end, the government admiration is enthusiastically relying on the principles of Good Governance.
Rightly said that “Vision New India, is not just a vision, rather it is a tool of transformation under reforms 
and performs”. Company Secretaries are known for confirming the culture of good governance around 
the globe. Keeping forward our dedication as Governance Professionals, Institute is not leaving any stone 
unturned towards the desired empowerment of New India. It becomes the need of hour to be well apprised 
with emerging trends New India for succeeding the best parameters of our professional excellence in the 
service of nation.
Inter alia, with enormous initiatives in empowerment of governance, we have also themed up our flagship 
event, the 47th National Convention of Company Secretaries capturing the theme of Empowering New 
India : Reform, Perform and Transform to strengthen the awareness at larger scales through the nation 
and globe.
Continuing with our commitment to provide the excellence and ease in academics to our students, we 
have engaged ourselves in the Tie-up with Universities/Colleges for use of their libraries by Members 
and Students of ICSI.
These tie – ups which aim at providing library facility to our students and members, are one of the prime 
responsibilities of the Institute. In this initiative to provide library services to Members and Students all 
over India, we are pleased to inform that it has forayed into a tie-up with 54 Renowned Universities and 
Colleges of India for providing access to its Library/Reading room facilities to esteemed Members and 
students of ICSI. CS Study Materials and Publications will also be available in these Universities/ Colleges 
for the benefit of all. The list is published in the issue of the Chartered Secretary and also available on the 
Institute’s website (https://www.icsi.edu/home/).
Friends, it’s that time again, when thousands of professional are ready to head out into the world, equipped 
with a shiny-new set of credentials and a go-getter attitude. And indeed, we have to make the most in 
contributing the knowledge of economy of the nation.
With this, we are happy to release the November edition of our Student Professional covering various 
aspects of Good Governance and Compliances in Corporate Culture
Looking forward for your treasured feedback.
Wishing you all, the best in your endeavours.

CS Ranjeet Pandey
President, ICSI

MESSAGE FROM THE PRESIDENT



November 2019 | Student Professionals Today
4

Palak Sharma -Student, CS Professional Program

Email ID- sharmapalak1328@gmail.com

Corporate Social Responsibility

This article intends to provide an overview of corporate social 
responsibility also known as corporate conscience, corporate citizenship, 
social performance or sustainable responsible business.

“Social Responsibility is much bigger than 
supporting worthy causes, it includes anything that 

impacts people and their lives”. - 

WILLIAM FORD JR.  
 Executive Chairman, Ford Motors 

Origin

The history of social and environmental concern 
about business is as old as trade and business 
itself and therefore, CSR is not a new concept but 
can be traced back to almost 5000 years. What 
gave birth to this concept is the industrial impact 
on society and the environment and assumed an 
entirely new dimension. Early roots of corporate 
social responsibility can be found in the actual 
business practices of successful companies 
since the eighteenth century. If you have read 
Christmas Carol by Charles Dickens you will 
find that the social dimension within CSR has a 
long tradition. Driven by the Christian roots of the 
society, Christmas was not only at the end of the 
year. It was at the end of the harvest period (Field, 
cattle, and game), a cold, wet and dark weather 
period. To share some of the goods between 
middle class and people in the main streets and 
backyards and their families, became a tradition 
to say “Thank You” but also to ask for next year’s 
commitment.

Meaning

CSR identifies the needs and values of the 
stakeholders and helps in decision making 
process. Further, it is operating a business in a 

manner that meets or exceeds the ethical, legal, 
commercial and public expectations that society 
has of business. In particular, this could include 
how organisations interact with their employees, 
suppliers, customers and the communities in which 
they operate as well as the extent they attempt to 
protect the environment.

Basically, CSR means that a company’s 
business model should be socially responsible 
and environmentally sustainable. By socially 
responsible ,it means that the company’s activities 
should benefit the society and by environmentally 
sustainable it means that the activities of the 
company should not harm the environment.

A notable example is the Cadbury chocolate 
makers in the UK that prospered in the 1870s and 
moved in 1879 to a green field site which came 
to be called Bournville village for the benefit of 
its workforce. The Cadbury family introduced 
social responsibility practices including works 
committee, a medical department ,pension funds 
and education and training for employees. In 
the 1990s they built “a successful business in a 
successful.

In the Kodak case, the founder George Eastman 
is renowned for his remarkable foresight into the 
building of his business. In 1919, Eastman gave 
one-third of his own holdings of company to his 
employees and later fulfilled what he felt was a 
responsibility to employees with the establishment 
of retirement annuity, life insurance, and disability 
benefit plans. He fostered music, endowed learning, 
science in its researches and teaching, promoted 
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health, helping the needy and made his own city a 
centre of the arts.

Companies need to answer to two aspects of their 
operations :

 ♦ The quality of their management –Both in 
terms of people and processes (the inner 
circle)

 ♦  The nature and quantity of their impact on 
society in the various areas (the outer circle)

Outside stakeholders are taking an increasing 
interest in the activity of the company. Most look to the 
outer circle – what the company has actually done, 
good or bad, in terms of its products and services, 
In terms of its impact on the environment and on 
local communities, or in how it treats and develops 
its workforce. Out of the various stakeholders, it is 
financial analyst who are predominantly focused-
as well as past finanacial performance-on quality 
of management as an indicator of likely future 
performance.

In the United States, CSR has been defined much 
more in terms of a philanthropic model. Companies 
make profits, unhindered except by fulfilling their 
duty to pay taxes. Then they donate a certain 
share of the profits to charitable causes while what 
is practised in Europe is much more focused on 
operating the core business in a socially responsible 
way, complemented by investment in communities. 
I believe this model is more sustainable because 
it forms an integral part of wealth creation process 
which leads to maximisation of wealth creation to 
society.

CSR comprises of three terms:

 ♦ Corporate - Organized business

 ♦ Social - People/Society

 ♦ Responsibility - Accountability between the 
above two.

Crisis management –Johnson &Johnson’s 
transparent handling of the crisis facing its Tylenol 
brand in 1982 is widely heralded as the model 
case in the area of crisis management. J&J went 
far and above what had previously been expected 
of corporations in such situations, instigating a 

$100 million re-call of 31million bottles of the drug 
following a suspected poisoning /product tampering 
incident. In acting in the way it did, J&J saved 
the Tylenol brand, enabling it to remain a strong 
revenue earner for the company to this day.

There is an old saying that “if you don’t know where 
you’re going, there’s little chance you’re ever going 
to get there.”This is as true for CSR as it is with any 
other business approach. Following a CSR strategy 
helps to ensure that a firm builds, maintains and 
continually strengthens its identity, its market, 
and its relationship. Importantly,it provides the 
framework for a coherent business strategy based 
on the issues that it and its stakeholders consider 
material.

Importance of CSR

CSR is an important business strategy because, 
wherever possible, consumers want to buy 
products from companies they trust; suppliers want 
to form business partnerships with companies they 
can rely on; employees want to work for companies 
they respect; and NGOs ,increasingly, want to work 
together with companies seeking feasible solutions 
and innovations in areas of common concern. 
Satisfying each of these stakeholders groups 
allows companies to maximize their commitment 
to another important stakeholder group- their 
investors, who benefit most when the needs of 
these other stakeholder groups are being met.

Core areas of CSR

Social

 • Human

 • Rights

 • Labour

Environmental Economic

 • Taxation

 • Corruption

 • Competition

Why CSR?

In terms of morality CSR is needed as businesses 
rely on the society within which they operate and 
cannot exist in isolation. They have an obligation to 
contributes as well as draw from the community, on 
which they rely so heavily. All the business groups 

Corporate Social Responsibility
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should strive to add value and make people’s life 
better.

In economic terms, CSR covers all aspects of a 
business day –to-day operations .The goal of any 
economic system should be to further the general 
social welfare. What has led to the development 
of CSR is (i) sustainable development, (ii) 
globalisation, (iii) governance, (iv) consistency and 
community, and (v) leadership.

The shrinking role of Government 

In the past, governments have relied on legislation 
and regulation to deliver social and environmental 
objectives in the business sector. Shrinking 
government resources, coupled with a distrust of 
regulations, has led to the exploration of voluntary 
and non-regulatory initiatives instead.

Demands for greater disclosure

There is a growing demand for corporate disclosure 
from stakeholders, including customers, suppliers, 
employees, communities, investors, and activist 
organisations.

Brand Insurance - NIKE has emerged as one of the 
most progressive global corporation in terms of CSR 
because it has learned from its past mistakes and 
attacks by NGOs. As one of the first corporations 
to have a vice-president for corporate responsibility 
and to publish an annual CSR report, the company 
has done a lot to mitigate public opinion, establish its 
brand as representative of a much more committed 
corporate citizen, and ‘insure’ itself against any 
repeat of the consumer boycotts it faced in the mid-
1990s.

Increased customer interest

There is evidence that the ethical conduct of 
companies exerts a growing influence on the 
purchasing decisions of customers. In a recent 
survey, more than one in five consumers. In a recent 
survey, more than one in five consumers reported 
having either rewarded or punished companies 
based on their perceived social performance.

Growing investor pressure

Investors are changing the way they assess 
companies performance and are making decisions 
based on criteria that include ethical concerns.

Competitive labour markets

Employees are increasingly looking beyond pay 
checks and benefits and seeking out employers 
whose philosophies and operating practices match 
their own principles. In order to hire and retain 
skilled employees, companies are being forced to 
improve working conditions.

Supplier relations

As stakeholders are becoming increasingly 
interested in business affairs, many companies are 
taking steps to ensure that their partners conduct 
themselves in a socially responsible manner. Some 
are introducing codes of conduct for their suppliers, 
to ensure that other companies policies or practises 
do not tarnish their reputation.

Process of Implementing CSR

Conducting a CSR 
assessment

Developing a startegy

Developing CSR 
Commitments

Implementation of 
the commitments and 

stategies

Evaluation and 
Improvisation

CSR Reporting Frameworks

Some of the reporting guidelines or standards for 
social accounting, auditing and reporting are as 
follows :

 Ø Accountability - AA1000 - Developed by the 
Institute of social and ethical accountability. 
It provides standard for social and ethical 

Corporate Social Responsibility
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accounting, auditing and reporting including 
mandatory external verification and 
stakeholder engagement. This is based on 
John Elkington’s Triple Bottom Line reporting.

 Ø Social Accountability – SA8000 - Initiated by 
Council on Economic priority Accreditation 
Agency (CEPAA). It seeks to provide 
transparent, measurable and verifiable 
performance standards in the areas of child 
labour, health and safety. Compensation; 
working hours; discrimination; discipline; 
free association and collective bargaining 
and management systems.

 Ø Guidance on Social Responsibility - ISO 
26000 - It is intended to assist organizations 
in contributing to sustainable development 
and to encourage them to go beyond legal 
compliance, recognizing that compliance 
with law is a fundamental duty of any 
organization and an essential part of their 
social responsibility.

 Ø Good Corporation - Developed by the 
Institute of business ethics, this covers 
fairness to employees, suppliers, customers, 
and providers of finance, contribution to 
the community, and protection ton the 
environment.

 Ø United Nations Global Compact - This 
requires companies to communicate on their 
progress and to describe the company’s 
implementation of the Compact’s ten 
universal principles.

 Ø Global Reporting Initiative - Formed 
by the United States based non-profits 
organization and Tellus Institute, with the 
support of the United Nations Enviornment 
Programme (UNEP). This report is an 
organizational report that gives information 
about economic, environmental, social and 
governance performance.

Criticism

The results of CSR compliance are generally viewed 
as a good things by most companies. Challenges lie 
in allocating time and resources necessary to develop 
a CSR approach that meets governmental and social 

standards and achieves compliance with informal 
CSR guidelines related to social and environmental 
responsibility. For Example – If company X invests 
part of its resource to take care of its communities 
and the environment and company Y does not, then 
company Y retains its resources, including money, for 
other business pursuits. Therefore, some companies 
argue that they cannot fall behind by putting money 
also CSR programs.

Conclusion

The concept of corporate social responsibility 
is now firmly rooted on the global business 
agenda. But in order to move from theory to 
concrete action, many obstacles need to be 
overcome. A key challenge facing business 
is the need for move reliable indicators of 
progress in the field of CSR, along with the 
dissemination of CSR strategies. Transparency 
and dialogue can help to make a business 
appear more trustworthy and push up the 
standards of other organizations at the same 
time. There is increasing recognition of the 
importance of public–private partnerships in 
CSR .Private enterprise is beginning to reach 
out to other members of civil society such as 
non-governmental organizations, the United 
Nations and national and regional governments. 
Management training plays an important role in 
implementation of CSR strategies, and there 
are a growing number of conferences and 
courses available on the subject. Organizations 
that provide such training include Global 
Responsibility and the corporate social 
responsibility Forum. Incorporating CSR hand–
in-hand with sustainable practices will ensure 
that your company remains competitive in 
today’s consumer savvy market.

To conclude a quote from Paul Hawken:

“The future belongs to those who understand that 
doing more less is compassionate, prosperous, 
and enduring, and thus more intelligent, even 
competitive.”

nnn

Corporate Social Responsibility

l The views expressed are personal views of the author 
and do not necessarily reflect those of the Institute.
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CSAS-4 : Auditing Standards on Secretarial 
Audit

This article discusses Auditing Standard on Secretarial Audit as are 
introduced on or after 1st July, 2019

Introduction

The Auditing Standard is applicable to the auditors 
undertaking the secretarial audit under section 204 
of the Companies Act, 2013 (the Act) and the rules 
made thereunder. The standard deals with basis 
and the manner for carrying out the secretarial 
audit. Section 204 mandates every listed company 
and company belonging to following class or 
classes of companies, as prescribed in rule 9 of 
the Companies (Appointment and Remuneration of 
Managerial Personnel) Rules, 2014 :

 (i) every public company having paid-up share 
capital of 50 crore or more,

 (ii) every public company having turnover of 
250 crore or more,

to annex with its Board report made in terms of 
sub section (3) of section 134 as secretarial audit 
report in form MR-3 given by practicing company 
secretary. The objective of the standard is to lay 
down the principles for evaluation of statutory 
compliances and corporate conduct.

Features of Secretarial Audit Report given 
by a Company Secretaries in Practice

Identification and segregation of applicable 
laws

The auditor shall take note of the industry specific 

laws and the other laws as maybe applicable 
to the auditee based on the segregation by the 
management and his own verification.

Verification of corporate conduct and 
compliance of laws 

 Ø Identification of events/corporate actions 
-The auditor shall identify events or 
corporate actions that took place during 
the audit period the identification shall be 
made by reviewing the websites of regulator, 
auditee, statutory records including books 
and papers, interaction with management 
and in any other appropriate manner.

 Ø Verification of compliance - The auditor shall 
verify all the events and calendar based 
compliances from the records of auditee, 
database or website of regulators and other 
relevant sources.

Board composition

The auditor shall verify compliance of the Act, 
SEBI(LODR) Regulations 2015, agreement with 
lenders /investors,AOA,and provisions of the Act/
Rules/Regulations, Guidelines and Policies, Board 
decisions,shareholders decisions, as maybe 
applicable to the auditee as regards to:

 Ø overall composition of the board including 



November 2019 | Student Professionals Today
9

CSAS-4 : Auditing Standards on Secretarial Audit

the minimum and maximum strength of the 
board 

 Ø optimum combination of the board including 
proportion of ED and NED, id & non id, 
retiring and non-retiring, woman and 
nominee director.

 Ø eligibility criteria including disqualifications of 
directors.

 Ø constitution and composition of Board 
Committees.

Board processes

The auditor shall verify the decisions of the board 
and its committees are taken and recorded in 
compliance with applicable laws, rules, regulations, 
guidelines, standards and defined internal 
processes, if any .

Systems and processes

It refers to the framework of legal and procedural 
compliances of auditee including and not limited 
to internal regulations, control, guidance and 
governance.

 Ø Reviewing records maintained by the 
auditee.

 Ø Understanding compliance responsibility 
centers, control points, matrix, flow of 
information, escalation of non-compliance, 
to different levels, reporting of any non-
compliance.

 Ø Assessing compliance mechanism and 
understanding its extent, coverage and 
severity mapping .the auditor shall also 
assess compliance of manual/standard 
operating procedures if any available with 
the auditee.

 Ø	 Analysing instances of show cause notices 
received. Prosecution initiated, fines, 
penalties levied, imprisonment ordered, 
qualification, adverse remark or observations 
in the statutory, internal or industry specific 
audit,orders passed by regulatory authorities 
or judicial/quasi judicial authorities.

Detection of fraud

 Ø The auditor shall exercise professional 
judgement and maintain professional 
scepticism throughout the audit process to 
detect and report fraud envisaged under the 
act and rules as applicable.

 Ø During the audit, if the auditor suspects 
commission of any fraud he shall endeavour 
to collect further evidence. The suspicion 
may arise on perusal of internal control 
system, complaint under whistle blower 
mechanism, reports of other auditors, etc.

Reporting fraud

 Ø If the auditor has sufficient reason to believe 
that there is commission of fraud then he 
shall report to audit committee / board / 
Central Government as per the Act and 
include the same in MR-3

  Ø He shall also verify whether the committee 
/ board has given any comments / 
explainations on the said fraud reported by 
him in board report in terms of Act.

Identification and reporting of events / actions /
having major bearings on auditee’s affairs

 Ø The auditor shall identify and report in his 
secretarial audit report (MR-3) events / 
actions having major bearing on the affairs 
of auditee in persuance of applicable laws 
rules, regulations, guidelines,standards 
etc.

nnn

l The views expressed are personal views of the author 
and do not necessarily reflect those of the Institute.
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Introduction
A ‘beneficial owner’ is legally and financially 
responsible for it’s activities. For some reasons 
who wish to conceal their ownership may use a 
number of strategies to achieve that goal. It is very 
easy and inexpensive to establish complex web of 
corporate entities to provide very effective cover 
to the identities of beneficial owners who don’t 
want to be known. These multi-layered corporate 
structures spread across various jurisdictions make 
almost impenetrable to law enforcement officials 
and taxation. In earlier days beneficial ownership 
was used to fraudulently move 6 billion dollars from 
Kazakhstan’s Bank which is noted as the biggest 
financial fraud in the history till date.

One of the most practical ways to provide anonymity 
is by appointing “nominee shareholders”. A loophole 
exists that where the beneficial owner may appoint 
a nominee to be the shareholder then that nominee 
can’t be compelled to reveal the identity of the 
beneficial owner. Hence it became imperative to 
introduce the amendments in order to be aware of 
person having ultimate control.

In layman’s language ‘beneficial ownership’ refers 
to anyone who enjoys the benefit of ownership of 
the security without being on the records as being 
the owner. Webster defines it as one who enjoys 
the benefit of the property of which another is a 
legal owner whereas, legal owner may be defined 
as registered owner on records, also nominee if 
they are not the beneficial owners.

Significant Beneficial Owners – The Concept

Nupur Chetan Kamdar – Student, CS Professional Program

Email ID : kamdarnupur@yahoo.com

This article aims to explain the concept of significant beneficial 
owners as laid down in section 90 of the Companies Act, 2013 and the 
Companies (Significant Beneficial Owners) Rules, 2018 duly amended 
in 2019.

Importance
This concept has been introduced by Financial 
Action Task Force, international governmental body 
and has developed a series of recommendations 
on the beneficial ownership to be aware of 
actual beneficial owner of these securities. It 
helps in eliminating as well as preventing money 
laundering, anti-profiteering and also avoiding 
misuse of corporate vehicles for illicit purposes 
such as tax evasion and corruption. It also helps in 
establishment of transparency during transactions 
related to Mergers and Amalgamations and also 
promotes practice of good corporate governance.

Definitions
Company – Clause (20) of section 2 of the 
Companies Act, 2013 (‘the Act’) defines the term 
“company” to mean a company incorporated 
under Act or any previous company law. Reporting 
company is required to comply with the requirements 
of the section 90 of the Act.

Majority Stake – It means (i) holding more than 
one-half of the equity share capital in the body 
corporate or (ii) holding more than one-half of the 
voting rights in the body corporate or (iii) having the 
right to receive or participate in more than one-half 
of the distributable dividend or any other distribution 
by the body corporate.

Beneficial Interest – ‘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 
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of the rights attached to any share, or receives/
participates in any dividend/other distribution in 
respect of such share.

Following shall be treated as shares:

 ♦ Compulsorily convertible preference shares

 ♦ Compulsorily convertible debentures

 ♦ Global depository receipts

Direct holding in the reporting company - It means 
any individual holding shares in reporting company 
in his/her name or acquires a beneficial interest in 
the share of the reporting company and has made a 
declaration under section 89(2) of the Act.

Indirect Holding in the Reporting Company 

Where the member 
of the reporting 

company is-

Individual holding right or 
entitlement

Body corporate 
(whether registered 
in India or abroad)

 ♦ Individual holds a majority 
stake in that member or 

 ♦ Individual holds a majority 
stake in the ultimate holding 
company of such member.

A HUF(through 
karta)

Individual who is the karta of 
HUF.

A partnership entity 
(through itself or 

partner)

 ♦ Individual is a partner

 ♦ Individual holds a majority 
stake in the body corporate 
which is a partner of the 
partnership entity

 ♦ Individual holds majority 
stake in the ultimate holding 
company of the body 
corporate which is a partner 
of the partnership entity

A Trust (through 
Trustee)

 ♦ The trustee-if it’s a 
discretionary or charitable 
trust.

 ♦ The beneficiaries- if it’s a 
specific trust.

 ♦ The author or settlor- if it’s a 
revocable trust.

Significant Beneficial Owners – Clause (h) of sub-
rule (1) of Rule 2 (as amended by the Amendment 
Rules, 2019) defines ‘significant beneficial 
owners’ in relation to a reporting company, to 

mean an individual, referred to in sub-section (1) of 
section 90, who acting alone or together, or through 
one or more persons or trust, possesses one or 
more of the following rights or entitlements in such 
reporting company :

 ♦ Holds indirectly, or together with any direct 
holdings, not less than ten per cent. of the 
shares

 ♦ Holds indirectly, or together with any direct 
holdings, not less than ten per cent. of the 
voting rights in the shares

 ♦ Has right to receive or participate in not less 
than ten per cent. of the total distributable 
dividend, or any other distribution, in a 
financial year through indirect holdings 
alone, or together with any direct holdings

 ♦ Has right to exercise, or actually 
exercises, significant influence or control, 
in any manner other than through direct 
holdings alone

If an individual does not hold any right or entitlement 
indirectly under sub-clauses (i), (ii) or (iii), he shall 
not be considered to be a significant beneficial 
owner.

Compliances
Following compliances have been laid down in the 
Significant Beneficial Owners Rules :

 l Every individual who is a significant 
beneficial owner in a reporting company 
shall file a declaration in Form BEN-1 to the 
reporting company within 90 days from the 
commencement of this rule.

 l Where any significant beneficial owner 
or where his ownership undergoes any 
change after the expiry of 90 days of the 
commencement of this Act then the changes 
shall be made within 30 days of such change 
occurred.

 l Upon receipt of the declaration in Form BEN-
1, the reporting company shall file a return 
in Form BEN-2 with the registrar in respect 
of such declaration within 30 days from the 
receipt of such declaration.
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 l Every company shall maintain a register of 
the interests declared by individuals and 
changes made therein which shall include 
their name, birth date, address, ownership 
details in Form  BEN-3.

 l Register maintained by the company shall 
be open for inspection by any member of the 
company by paying prescribed amount of fee.

 l The company shall give notice in Form 
BEN-4 to any person if company knows 
or has reasonable cause to believe that (i) 
individual is a significant beneficial owner; 
or (ii) has information regarding the identity 
of significant beneficial owner; (iii) individual 
who has been significant beneficial owner 
since 3 immediately preceding years and 
has not been registered as such with the 
company and his name does not appear in 
the register so maintained.

 l The information required by the company by 
sending notice in form no. BEN-4 shall be 
given by the individual within 30 days of the 
notice so provided.

Application to Tribunal
The reporting company shall apply to National 
Company Law Tribunal, within a period of 15 days of 
the expiry of the period specified in the notice if the 
individual fails to provide satisfactory information; or 
where the person fails to give information required by 
the notice (BEN-4) within specified time so mentioned 
for an order directing the shares be subject to 
restriction with regard transfer of shares, suspension 
to receive the dividend or any other amount during 
the distribution in the shares, suspension of voting 
rights or any other restriction on all or any shares 
in the question. The Tribunal shall after giving an 
opportunity of being heard shall pass an order within 
60 days of receipt of an application or such other 
period as may be prescribed. The company or the 
person so aggrieved by the order so passed by the 
tribunal shall make an application for the relaxation 
or lifting of the restrictions so placed.

Non-Applicability of Section 90
The Companies (Significant Beneficial Owners) 
Rules,2019 shall not be applicable to the extent  l The views expressed are personal views of the author 

and do not necessarily reflect those of the Institute.

Significant Beneficial Owners – The Concept

the share of the reporting company is held by the 
following:
 ♦ The authority constituted under section 

125(5) of the Act. (i.e. the Investor Education 
and Protection Fund

 ♦ The holding reporting company provided the 
details are reported in BEN-2

 ♦ Central Government, State Government or 
any local authority 

 ♦ Reporting company, body corporate, entity 
controlled by central government, state 
government or governments, or partly by 
the central government and partly by one or 
more state governments

 ♦ SEBI registered investment vehicles such 
as mutual funds, alternative investment 
funds, real estate investment trusts (REITs), 
infrastructure investment trust (InVITs)

 ♦ Investment vehicles regulated by RBI, IRDA, 
Pension Fund Regulatory and Development 
Authority.

Penalties
If a company or individual fails to make declaration 
under Form BEN-1, he shall be punishable with the 
fine which shall not be less than Rs.1,00,000  but 
which may extend upto Rs. 10,00,000 and incase 
of continuing failure, further fine of Rs.1000 per day. 
If the company who is liable to maintain register 
and fails to do so or denies the inspection of the 
register then the company and every officer in 
default shall be punishable with fine which shall not 
be less than amount Rs.10,00,000 but may extend 
Rs. 50,00,000. Incase of continuing default fine 
which may extend to Rs.1000 for every day after 
the first during which the failure continues. If any 
person furnishes any false or incorrect information 
or suppresses any material information of which he 
is aware in the declaration made then he shall be 
liable to action under section 447.

References: 

 l The Companies Act, 2013
 l Companies(Significant Beneficial Owners) 

Rules, 2019
nnn
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Abhishek Fernandes – Student, CS Professional Program

Email ID: abhi.fernandes2@gmail.com

Creation and Registration of Charge under 
the Companies Act, 2013

This article tries to explain provisions of the Companies Act, 2013 dealing 
with creation and registration of charge.

Meaning of Charge

A charge is a security given for securing loan and 
debentures by way of mortgage on the assets of 
the company. According to clause (16) of section 
2 of the Companies Act, 2013 (the ‘Act’), charge 
means an interest or lien created on the property 
or assets of a company or any of its undertaking or 
both as security and includes mortgage.

Kinds of Charge

There are following two kinds of charge : 

 ♦ Fixed charge 

 ♦ Floating charge 

Fixed Charge 
A charge is called fixed when it is created to cover 
assets which are ascertained and definite or are 
capable of being ascertained or definite,at the time 
of creation of charge,e.g., land, building, etc. A fixed 
charge therefore, is a security in terms of a certain 
specific property and the company gives up its 
right to dispose of that property until the charge is 
satisfied. In other words, the company can deal with 
such property, subject to the interest of the charge 
holder not being affected and getting priority over 
all subsequent transferees.

Floating Charge
A floating charge is not attached to any definite 
property but covers property of a fluctuating type, 
e.g. stock-in-trade. A floating charge is a charge 
on a class of assets present and future which in 
ordinary course of business is changing from time 

to time and leaves the company free to deal with 
the property as it sees fit until the holder of charge 
takes steps to enforce their security.

Crystallization of Floating Charge 

Crystallization of charge is a process by which a 
floating charge converts into a fixed charge on 
the assets of the company. The company is free 
to deal with the assets during the period in which 
floating charge is created till the happening of some 
event which determines this right in the following 
situations:

 ♦ when company goes into liquidation

 ♦ when company ceases to carry on its 
business

 ♦ on happening of some specified event 
mentioned in the deed

 ♦ when creditors take steps to enforce their 
security 

Charge is a very important activity for loan from 
bank/ financial institutions etc. When Companies 
Act was introduced, at that time,creation/
modification of charge could be registered up to 30 
days from the date of creation of such charge and 
in case of failure, the company could register it up 
to 300 days by taking permission from the ROC and 
after paying such additional fees. However, even if 
the company failed to register it within 300 days, it 
could do it after 300 days, by taking condonation 
of delay from Central Government. However, the 
Companies (Amendment) Act, 2019  (‘Amendment 
Act) has changed the period for creation/registration 
of charge with tighter time based norms.
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Registration of Charge

Before the amendment of section 77 by the 
Amendment Act, a company could register the 
charge within 30 days of creation of charge. 
However, in case of delay in registration, the 
company could register it within a period of three 
hundred days of creation of charge with payment 
of such additional fees as maybe prescribed. In 
case registration is not made within a period of 
three hundred days, then the company shall seek 
extension of time in accordance with section 87.

As per amended section 77, company has to 
register the charge within thirty days  of creation 
of charge  provided that registrar may allow on 
application such registration to be made within 
60 days of such creation on payment of such 
additional fees. If the registration is not made 
within the period specified the Registrar may on an 
application, allow registration to be made within a 
further period of sixty days after payment of such 
additional fees.However, if the charge is created 
before the date of the Amendment Act, e.g.,30th 
October, 2018, the company shall file Form CHG-
1 within thirty days of creation of charge. In case 
of failure to register the charge within thirty days, 
it can be registered within three hundred days of 
such creation of charge on payment of additional 
fees as maybe prescribed.In case of failure 
to register it within three hundred days from 
creation of charge, then the registration shall 
be made within six months from the date of the 
Amendment Act, on payment of such additional 
fees as may be prescribed for different classes of 
companies. In case of charge created after date 
of Amendment Act within a period of sixty days 
of such creation, the Registrar may allow such 
registration to be made within the further period 
of sixty days after payment of ad valorem fees.

nnn

l The views expressed are personal views of the author 
and do not necessarily reflect those of the Institute.

ATTENTION STUDENTS!! 

The Last cut off date for applying Paperwise 
Exemption on the Basis of Higher Qualification 
for Executive & Professional Students was 10th 
October, 2019 for December  2019 Session of 
Examination. 

The said service/option has been deactivated for 
students in SMASH portal w.e.f., 10th  October, 
2019.

The option for claiming Paperwise Exemption on 
the Basis of Higher Qualification for Executive & 
Professional Students for June 2020 Session of 
Examination will be activated after declaration 
of Result for December 2019 Session of 
Examination i.e., 25th February 2020 in their 
profile.

Students are advised to take note for 
Compliance.

11.10.2019

INVITATION FOR CONTRIBUTING  
AN ARTICLE

Readers are invited to contribute article/s for 
the Journal. The article should be on a topic 
of current relevance on Corporate Law, Tax 
Law, or on any other matter or issue relating 
to Economic or Commercial Laws. The article 
should be original and of around 5-6 pages 
in word file (approx. 2000 words). Send your 
articles at email id : articles@vidhimaan.
com/studentprofessionalstoday@gmail.
com along with your student registration 
number, photograph and contact number. The 
shortlisted articles shall be published in the 
Journal.

Creation and Registration of Charge under the Companies Act, 2013
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Swapnil Pradip Mahulkar – Student, CS professional program
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The Possible Effects of Tax Ruling

This article talks about possible effects of recent ruling passed by 
Authority of Advance Ruling on the Indian Business Support Services 
(BSS) Industry.

Introduction 

The Authority for Advance Ruling (AAR) constituted 
under the CGST Act, 2017 (‘Act’) 2017, one of 
which objective is to provide certainty in determining 
tax liability in relation to an activity undertaken 
by applicant. “Advance ruling” means a decision 
provided by the Authority or the Appellate Authority 
to an applicant on matters or on questions specified 
in sub-section (2) of section 97 or subsection (1) 
of section 100 of the Act, in relation to the supply 
of goods or services or both being undertaken 
or proposed to be undertaken by the applicant. 
The advance ruling given by the Authority can be 
appealed before an Appellate authority for Advance 
Ruling (AAAR)

The Indian Business Support Services (BSS) 
industry may soon face a setback due to the recent 
ruling of Advance Ruling Authority (ARR) in the 
case of Vservglobal (P.) Ltd. (Vserv)1. In the said 
ruling the AAR held that the BSS rendered by Vserv 
held not qualify as “export of service” and alas are 
in the nature of arranging or facilitating supply of 
goods between the Associated Enterprise (AE) 
and third party customers, falling in the category of 
“intermediary” services hence liable to goods and 
service tax at the rates specified therein. 

Summary of the Case

The appellant Vserv Global (P.) Ltd. is an Indian 
company incorporated to provide back office 

1. Order no. GST-ARA-O3/2018-19/B-59/ dated 7th July, 2018

services to overseas companies. On 30th December 
2017, the appellant entered into an agreement with 
Vikudha Overseas Corporation Ltd. Hongkong 
(client) to provide back office administrative and 
accounting support which is engaged in trading of 
chemicals and other products in international trade. 
The appellant approached Authority for Advance 
Ruling to decide as to whether the aforesaid 
services rendered qualify as “Zero Rated Supply” in 
terms of section 16 of the IGST (Act), 2017.

The Authority for Advance Ruling found that 
the appellant is covered under the definition of 
‘intermediary’ as contained under IGST Act and, 
therefore, the place of supply of service is in India 
and services rendered provided by appellant are not 
zero-rated supply. Appellant filed an appeal to the 
Appellate Authority on various grounds. Appellate 
authority held that Appellate authority do not find 
any reasons to interfere with the ruling passed by 
the AAR2.

Impact of the Ruling Given by AAR

A levy of 18% GST on activities related to BSS 
will completely derail the cost dynamics of the 
BSS model that operates on thin margins and 
increasingly face challenges from other low-cost 
jurisdictions such as the Sri Lanka, Indonesia, 
Philippines.

2. Order No. MAH/AAAR/SS-RJ/22/2018-19/dated 26th 
February, 2019 
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Increase in cost for associate enterprises

This can be better understood with the help of 
following illustrations.

Preselling 
scenario 

Post 
ruling 

scenario 

Change

Total expenses 100 100 -
Increase in total 
expenses due 
to additional tax 
burden 

- 10 10

Total cost base 
mark-up @15%

15 16.5 1.5

Total revenue 

To be billed 

115 126.5 11.5

Hence, it can be observed that the Revenue to 
be billed to the foreign AE has increased due to 
increased cost base because of additional tax 
burden thus, ultimately leading to an additional fund 
flow burden on the foreign AE

Income-tax effect

The company is required to pay income tax on 
excess revenue received due to increased cost 
base which would lead to higher income tax.

Reduced competitiveness

Increased cost and low margin would lead to 
reduction in competitiveness for Indian business 
service industry with other foreign business support 
service companies which would lead to reduction 
in revenue. 

Conclusion

Although this rulings is applicable only to the 
applicant. However, they can have persuasive 
value. Therefore, if the implications of this ruling is 
not clarified, it will make the Indian BSS industry 
non-competitive in the global market ultimately 
resulting in loss of revenue jobs and customers.

nnn

 

l The views expressed are personal views of the author 
and do not necessarily reflect those of the Institute.

ATTENTION STUDENTS !

DECEMBER, 2019 SESSION OF 
EXAMINATIONS

LAST DATE FOR SUBMISSION OF 
REQUEST FOR CHANGE OF EXAMINATION 

CENTRE /

COMBINATION OF MODULE(S)/ MEDIUM & 
PRECAUTION TO BE TAKEN WHILE

REMITTING THE FEE THROUGH CANARA 
BANK CHALLAN

Please note that the facility for submission of 
change of Examination Centre / Combination 
of Module(s)/ Medium for the students who 
have enrolled for December, 2019 Session has 
been activated effective from 11th October, 
2019 and the requests may be submitted upto  
4th December, 2019 (16:00 Hours). Thereafter, 
requests for changes in the examination 
enrollment status will not be entertained under 
any circumstances. 

The prescribed fee is Rs.250/- per change and 
the same may be remitted by way of Credit 
Card/Debit Card/ Net Banking modes. The fee 
may also be remitted through Canara Bank 
Challan by depositing the fee by way of Cash in 
Canara Bank branches.

(In case of submission of request for Change 
of Examination Centre from any of the Centres 
located in India to Dubai, Surcharge of US$ 
100 or its equivalent amount in Indian rupee 
i.e. 7165/= will be applicable in addition to the 
prescribed fee of Rs.250/-).

Students remitting fee through Canara Bank 
Challan System i.e. by way of Cash at the 
Canara Bank branches are advised to ensure 
that the cash is deposited LATEST BY 4th 
December, 2019. It may be noted that in case 
the cash is deposited after 4th December, 
2019 (even if the Challans are generated on a 
prior date), the requests will be rejected without 
further notice.

Students are advised to take note for 
compliance.

16.10.2019

The Possible Effects of Tax Ruling
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KNOWLEDGE UPDATE

Company Law

Reconstitution of National Company Law 
Tribunal, New Delhi Bench
Central Government, vide Order File No. 
10/03/2019-NCLT dated 7th October 2019, has 
reconstituted National Company Law Tribunal, New 
Delhi Bench by appointing Shri Ch. Mohd. Sharief 
Tariq, Member (Judicial) and Shri Kapal Kumar 
Vohra, Member (Technical).

Reconstitution of National Company Law 
Tribunal, Chennai Bench
Central Government, vide Order File No. 10/03/2019-
NCLT dated 7th October 2019, has reconstituted 
National Company Law Tribunal, Chennai Bench by 
appointing Shri R. Varadharajan, Member (Judicial) 
and Shri Anil Kumar B, Member (Technical).

Reconstitution of National Company Law 
Tribunal, Jaipur Bench
Central Government, vide Order File No. 
10/03/2019-NCLT dated 7th October 2019, has 
reconstituted National Company Law Tribunal, 
Jaipur Bench by appointing Shri P.S.N. Prasad, 
Member (Judicial) and Shri Raghu Nayyar, 
Member (Technical).

Delegation of Powers and Functions 
under sub-section (1) of Section 418 of the 
Companies Act, 2013 
Central Government, vide Notification No. S.O. 
3705(E) dated 14th October 2019, has delegated 
its powers and functions under sub-section (1) of 
section 418 of the Companies Act, 2013 to provide 
officers and other employees to the Tribunal 
and the Appellate Tribunal referred in the said 
sub-section to the President and Chairperson of 
the said Tribunal and the Appellate Tribunal, as  
the case may be, subject to conditions as  
specified in the recruitment rules of the respective 
posts as approved and notified by the Central 
Government.

Amendments in Schedule VII of Companies 
Act, 2013 
Central Government vide Notification No. G.S.R. 
776(E) dated 11th October 2019, has amended 
Schedule VII by substituting clause (ix).

Companies (Meetings of Board and its 
Powers) (Amendment) Rules, 2019
Central Government, vide Notification No. G.S.R. 
777(E) dated 11th October 2019, has amended the 
Companies (Meetings of Board and its Powers) 
Rules, 2014 by substituting, for the words “business 
of financing of companies”, the words “business of 
financing industrial enterprises” in sub-rule (2) of 
rule 11.

Companies (Incorporation) (Eighth 
Amendment) Rules, 2019
Central Government, vide Notification No. G.S.R. 
793(E) dated 16th October 2019, has amended the 
Companies (Incorporation) Rules, 2014.

Companies (Cost Records and Audit) 
(Amendment) Rules, 2019
Central Government, vide Notification No. G.S.R. 
792(E) dated 15th October 2019, has amended the 
Companies (Cost Records and Audit) Rules, 2014.

Companies (Accounts) (Amendment) 
Rules, 2019
Central Government, vide Notification No. G.S.R. 
803(E) dated 22nd October 2019, has amended the 
Companies (Accounts) Rules, 2014 by inserting 
new clause (iiia)  in sub-rule (5) of rule 8.

Relaxation of additional fees and extension 
of last date in filing of Forms MGT-7 (Annual 
Return) and AOC-4 (Financial Statement) 
under the Companies  Act, 2013
Central Government, vide Circular No. 
13/2019 dated 29th October, 2019, has 
decided to extend the due date for filing of e-Forms 
AOC-4, AOC (CFS) AOC-4 XBRL  upto 30th 
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November, 2019 and e-Form MGT-7 upto 31st 
December, 2019, without levy of additional fee.

Relaxation of Additional Fee and Extension 
of last of Filling Form IEPF-1A and IEPF-2
Central Government, vide Circular No. 11/2019 
dated 25th October 2019, has decided to relax the 
additional fee payable by companies on filing Form 
IEPF-1A upto 31st December 2019, and for IEPF-
2 (for the purpose of filing statement of unclaimed 
and unpaid amounts) upto 30th November 2019.

Relaxation of additional fees and extension 
of last date of filing of Form CRA-4 (Cost 
Audit Report) for financial year 2018-19 
under the Companies Act, 2013
Central Government, vide Circular No. 12/2019 
dated 25th October 2019, has decided to extend 
the last date for filing of CRA-4 (Cost Audit Report) 
for all eligible companies for financial year 2018-
19, without payment of additional fee till 31st 
December, 2019.

Foreign Exchange Management Law

Determination of Debt Instruments under 
Foreign Exchange Management Act, 1999 
Central Government, vide Notification No. S.O. 
3722(E) dated 16th October 2019, has determined 
the instruments as debt instruments and non-debt 
instruments. 

Insolvency and Bankruptcy Law

Invitation of Public Views/Suggestions on 
the Institutional Framework for Regulation 
and Development of Valuation Professionals 
IBBI vide, Press Release No. IBBI/PR/2019/28 
dated 8th October, 2019, has solicited public 
views/suggestions on the institutional framework 
for regulation and development of valuation 
professionals.

SEBI Law

Framework for Issue of Depository Receipts
In light of section 41 of the Companies Act, 
2013, Companies (Issue of Global Depository 

Receipts) Rules, 2014, the Depository Receipts 
Scheme, 2014, Reserve Bank of India notification 
dated 15th December 2014, Central Government 
notification dated 18th September 2019 and Central 
Government notification dated 7th October, 2019, 
SEBI, vide SEBI/HO/MRD/DOP1/CIR/P/2019/106 
dated 10th October 2019, has clarified that only 
‘a company incorporated in India and listed on a 
Recognized Stock Exchange in India may issue 
permissible securities or their holders may transfer 
permissible securities, for the purpose of issue 
of depository receipts, subject to compliance of 
framework stated in this circular. 

Resignation of statutory auditors from listed 
entities and their material subsidiaries
Considering that resignation of an auditor of a listed 
entity/its material subsidiary before completion of 
the audit of the financial results for the year due 
to reasons such as pre-occupation may seriously 
hamper investor confidence and deny them access 
to reliable information for taking timely investment 
decisions. SEBI vide, Circular No. CIR/CFD/
CMD1/114/2019 dated 18th October 2019, has 
enforced the conditions to be complied by all listed 
entities/material subsidiaries while appointing/re-
appointing and resignation of an auditor.

CASE LAW 

COMPANIES ACT, 2013

If the Tribunal is satisfied that either of the 
conditions precedent stipulated in clause 
(i) or clause (ii) of sub-section (1) of section 
130 is satisfied, the Tribunal would be 
justified in passing an order of reopening 
of books of account and recasting the 
financial statements.
Considering the facts and circumstances of the 
case and preliminary reports of the Serious Fraud 
and Investigation Office (‘SFIO’) and the Institute 
of Chartered Accountants of India which came to 
be considered by the Tribunal while passing an 
order on application for relief against oppression/
mismanagement under section 241/242 and 
considering the fact that the Central Government 

Knowledge Update
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has entrusted the investigation of the affairs of 
the company to the SFIO in exercise of powers 
conferred under section 242, it cannot be said 
that the conditions precedent, while invoking the 
powers under section 130, are not satisfied. In view 
of the foregoing, the order of reopening of accounts 
passed by the Tribunal under that section does not 
suffer from any illegality and the same is passed in 
the larger public interest- Hari Sankaran v. Union of 
India, Supreme Court of India, CA No. 3747 of 2019 
dated 4th June 2019.

Where the company was in operation 
undertaking significant accounting 
transactions, the name of the company 
struck off due to non-filing of financial 
documents is to be restored in the register.
Where name of company is struck off due to 
non-filing of financial documents, but it is found 
that significant accounting transactions were 
undertaken by the company during the relevant 
period, and the company was carrying on business 
being in operation, the name of the company is to 
be restored in the register- Chandrasekar Muruga 
v. Registrar Of Companies, National Company Law 
Appellate Tribunal, Company Appeal (AT) No. 76 of 
2019 dated 29th May 2019

INSOLVENCY AND BANKRUPTCY  
CODE, 2016

Only that part of the approved resolution 
plan which related to the closure of the 
corporate debtor would be set aside as 
it was against the object of the Code, the 
same being revival and continuation of 
corporate debtor.
Where the Adjudicating Authority, while approving 
the so-called resolution plan, observed against the 
object of the Code, namely, that it was a unique 
plan which provided no revival of the corporate 
debtor but to close it by discharging the debts to 
all stakeholders inclusive of its staff, and workmen, 
that part of the approved ‘resolution plan’ insofar 
as it related to the closure of the ‘corporate debtor 
/ corporate applicant would be set aside while 
holding and approving the rest part of the resolution 

plan- Industrial Services v. Burn Standard Co. 
Ltd., National Company Law Appellate Tribunal, 
Company Appeal (AT) (Insolvency) Nos. 141, 142, 
179 & 208 of 2018 dated 13th May 2019.

Resolution plan should be planned for 
insolvency resolution of the corporate 
debtor as a going concern and not for 
addition of value with intent to sell the 
corporate debtor.
The resolution plan should be planned for 
insolvency resolution of the corporate debtor as 
a going concern and not for addition of value with 
intent to sell the corporate debtor. The purpose to 
take up the company with intent to sell the corporate 
debtor is against the basic object of the Code- 
Superna Dhawan v. Bharti Defence & Infrastructure 
Ltd., National Company Law Appellate Tribunal, 
Company Appeal (AT) (Insolvency) No. 195 of 2019 
dated 14th May 2019.

Where admittedly the revival of the 
corporate debtor company would enhance 
the interest of all stakeholders, and no 
infirmity is brought out in resolution plan, 
the same is to be approved under sub-
section (1) of section 31.
Adjudicating Authority is not expected to substitute 
its view with the unanimous commercial wisdom 
of the committee of creditors nor should deal with 
technical complexity and merits of resolution plan 
unless it is found contrary to the express provisions 
of law and goes against the public interest. Where 
the resolution plan submitted by the resolution 
applicants has been approved by the committee of 
creditors with high per cent voting and the same 
does not contravene any law, application by the 
resolution professional seeking approval of the 
resolution plan is to be admitted- Venkatesan 
Sankaranarayanan v. Tecpro Systems Ltd., 
National Company Law Tribunal, New Delhi Bench 
CA No. 503/PB of 2019 Company Petition (IB) No. 
197/PB of 2017 dated 15th May 2019.

Knowledge Update
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ERSTWHILE COMPANIES ACT, 1956

Amalgamation scheme of non-banking 
financial company doing business without 
approval of the Reserve Bank cannot be 
sanctioned.

Where the Tribunal declined to sanction a 
scheme of amalgamation of the appellant-
company, and considering the report of the 
Regional Director concluded that certain 
companies were carrying on non-banking 
financial activities for which the approval of the 
Reserve Bank had not been taken, it was held 
that such scheme of amalgamation cannot be 
sanctioned - Bank Street Securities (P.) Ltd. v. 
Regional Director, Northern Region, National 
Company Law Appellate Tribunal, Company 
Appeal (AT) No. 340 of 2018 dated 17th 
January, 2019.

INSOLVENCY AND BANKRUPTCY 
CODE, 2016

Where business of a corporate debtor 
has not been carried out with the intent to 
defraud the creditors, violation of section 
43, 45 or 46 cannot be alleged for fraudulent 
purpose

Where no case is made out by the resolution 
professional that any business of the corporate 
debtor has been carried out with the intent to 
defraud the creditors of the corporate debtor or 
for any fraudulent purpose, violation of section 
43, 45 or 46 cannot be termed to be made 
for fraudulent purpose – Anup Kumar v. BDR 
Builder & Developers (P.) Ltd./Anup Kumar 
V. Chharia Holding (P.) Ltd./Anup Kumar V. 
Vipul Motors (P.) Ltd., National Company 

If undelivered, please return to :
B-365, Sector 19, Dwarka

New Delhi - 110075

Law Appellate Tribunal, Company Appeal (AT) 
(Insolvency) No. 679 of 2018, Company Appeal 
(AT) (Insolvency) No. 680 of 2018, Company 
Appeal (AT) (Insolvency) No. 681 of 2018 dated 
2nd May 2019.

Section 14 is not applicable to criminal 
proceedings or any penal action taken 
pursuant to criminal proceeding.

Prevention of Money Laundering Act, 2002 relates 
to ‘proceeds of crime’ and the offence relates to 
‘money laundering’ resulting in confiscation of 
property derived from, or involved in, money 
laundering and for matters connected therewith 
or incidental thereto, and thus section 14 is 
not applicable to such proceeding – Varrsana 
Ispat Ltd. v. Deputy Director, Directorate Of 
Enforcement, National Company Law Appellate 
Tribunal, Company Appeal (AT) (Insolvency) No. 
493 of 2018 dated 2nd May 2019.


