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THE COMPANIES (AMENDMENT) ACT, 1999

No. 21 or 1999 -

[1stApril, 1999.]

An Act further to amend the Companies Act, 1956.
BE it enacted by Parliament in the Fiftieth Year of the Republic of India as follows:—
1. (Z) This Act may be called the Companies (Amendment) Act, 1999.
(2) It shall be deemed to have come into fo_rce on the 31st day of October, 1998.

2. In the Companies Act, 1956 (hereinafter referred to as the principal Act), in section
4A, in sub-section (1), after clause (v), the following clause shall be inserted, namely:—

“(vi) the Infrastructure Development Finance Company L:mned a company
‘formed and registered under this Act.”

3. In section 58A of the principal Act, after sub-section (10) and before the
Explanation, the following sub-section shall be inserted, namely:—

“(11) A depositor may, at any time, make a nomination and the provisions of
sections 109A and 109B shall, as far as may be, apply to the nomination made under
this sub-section.”

4. After section 77 of the principal Act, the following sections shall be inserted,
namely:—

“77A. (1) Notwithstanding anything contained in this Act, but subject to the
provisions of sub-section (2) of this section and section 77B, a company may
‘purchase its own shares or other specified securities (hereinafter referred to as
“buy-back”) out of— :

() its free reserves; or
(i) the securities premium account; or
(i#i) the proceeds of any shares or other specified securities:

Provided that no buy-back of any kind of shares or other specified securities
shall be made out of the proceeds of an earlier issue of the same kind of shares or
same kind of other specified securities.

(2) No company shall purchase its own shares or other specified securities
under sub-section (1), unless—

(a) the buy-back is authorised by its articles;

(b} aspecial resolution has been passed in general meeting of the company
authorising the buy-back;

(c) the buy-back is or less than twenty-five per cent. of the total paid-up
capital and free reserves of the company:

Provided that the buy-back of equity shares in any- financial year shall not
exceed twenty-five per cent. of its total paid-up equity capital in that financial year;

(d) the ratio of the debt owed by the company is not more than twice the

capital and its free reserves after such buy-back:

42

1 of 1956.



{acT 21 0F 1999] . Companies {Amendment) 43

Provided that the Central Government may prescribe a higher ratio of
the debt than that specified under this clause fof a class or classes of companies.
Explanation.—For the purposes of this clause, the expression “debt”
includes all amounts of unsecured and secured debts;
(e) all the shares or other specnﬁed securities for buy back are fully
paid-up; '
(N the buy-back of the shares or other specified securities listed on any
recognised stock exchange is in accordance with the regulations made.by the
Securities and Exchange Board of India in this behalf;
(g) the buy-back in respect of shares or other specified securmes other

than those specified in clause () is in accordance with the guidelines-as may

be_ prescribed.

(3) The notice of the meeting at which specxal resolution is proposed to be
passed shall be accompanied by an explanatory statement stating—

{a) a full and complcte disclosure of all material facts;
(b) the necessity for the buy-back; - :
(c) the class of security intended to be purchased under the buy-back;
(d) the amount to be invested under the buy-back; and
N (e) the time limit for completion of buy-back.

- (4) Every buy-back:shall be completed within twelve months from the date of
passmg the special resolution under clause (b) of sub-section (2).’

(5) The buy-back under sub-section (/) may be—

- (a) from the existing security holders on a propornonate basns or .

(b) from the open market; or S SRS

(c) from odd lots, that is to say, where the lot of. securmes of a publlc -
company, whose shares are listed on a recognised stock exchange is smaller - ;
than such marketable lot, as may be spec1f1ed by the stock exchange; or

") by purchasmg the securities lssued to employees of the company

* pursuant to a scheme of stock opnon or sweat equity.

_ *'(6) Where a company has passed a'special resolution under clause (6) of sub-
"“seetion (2) to buy-back its own shares or other securities under- thns secnon, it shall,
before making such buy-back, file with the Reglstrar and the Securities and Exchange:
:-Board-of India 4 declaration of solvency in the férm as may be. prescrlbed and
~verified by an affidavit to the effect that the Board has made a full i mqun
affairs of the company as a result of which they have fornied an opinion’ that it is
- capable of meeting its liabilities and will not be rendered insolvent within'a period
of one year of the date of declaration adopted by the Board, and signed. by at least”
- two directors of the company, one of whom shall be the managing director, if any:

Provided that no declaration of solvency shall be filed with the Securities and
Exchange Board of India by a company whose shares are not listed on any recogmsed
« stock exchange.

(7) Where a company buys- back its own securities, it shall extinguish and
..+-physically destroy the securmes 50 bought back within seven days of the last date of
completlon of buy-back. :

-(8) Where a company completes a buy -back of its shares or other specified
secuu ties under-this section, it shall not make further issue of the same kind of ™
shares .(including allotment of further shares under clause (a) of sub-section (7) of

. . section 81) or other specified securities within a period of twenty-four months except
by way of bonus issue orin the discharge of subsisting obligations such as conversion

.., of .warrants, stock option schemes, sweat equlty or conversion of. preference shares
‘or.debentures into equity shares.

(9) Where a company buys-back its securities under thns section, it shall
-.maintain a register of the securities so bought, the consideration paid for the securities
. bought-back, the date of cancellation of securities, the date of extinguishing and

physically destroying of securities and such other particulars as may be prescribed.
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(10) A company shall, afier the completion of the buy-back under this section,
file with the Registrar and the Securities and Exchange Board of India, a return
containing such particulars relating to the buy-back within thirty days of such
completion, as may be prescribed:

Provided that no return shall be filed with the Securities and Exchange Board of

“India by a company whose shares are not listed on any recognised stock exchange.

(11) If acompany makes default in complying with the provisions of this section
or any rules made thereunder, or any regulations made under clause {f) of sub-section
(2), the company or any officer of the company who is in default shall be punishable
with imprisonment for a term which may extend to two years, or with fine which may
extend to fifty thousand rupees, or with both, '

Explanation.—For the purposes of this section,—

(a) “specified securities” includes employees’ stock option or other secu-
rities as may be notified by the Central Government from time to time; -

(b) “free reserves” shall have the meaning assigned to it in clause (») of
Explanation to section 372A.

Transfer of cer- . 77AA. Where a company purchases its own shares out of free reserves, then a

tain sums to sum equal to the nominal value of the share so purchased shall be transferred to the

capital redemp- capital redemption reserve account referred to in clause (d) of the proviso to sub-

"c‘(‘::n:ese”e ac- section (7) of section 80 and details of such transfer shall be disclosed in the balance
' sheet. ,

" Prohibition for 77B. (1) No company shall directly or indirectly purchase its own shares or
buy-backincer- . other specified securities— '
;:‘;:ce:'-’,c‘"“" b (a) through any subsidiary company including its own subsidiary

compames or
(b) through any investment company or group of i mvestment compameS' or
(c) if a default, by the company, in repayment of deposit or interest pay-
able thereon, redemption of debentures or preference shares or payment of:
* dividend to any shareholder or repayment of any term loan or interest. payable
thereon to any financial institution or bank, is subsisting.
{2 No company shall directly or indirectly. purchase: its own shares-or other-
. speclfled securities in case such company has not complied with provisions of
sections 159, 207 and 2112
Amendment of 5. In section 78 of the prmmpal Act, for the word share"'wherever it occurs, the
section 78, word ‘securities” shall be substituted.
Insertion of new 6. After section 79 of the principal Act, the followmg section shall be mserted

section 79A, namely._._

Issue of - “79A. (I) Notwithstanding anything contained in section 79, a company may
:;’::Seq""y issue sweat equity shares of a class of shares already issued if the followmg conditions

are fulfilled, namely:—

(a) the issue of sweat equity shares is authorised by a special resoluuon
passed by the company in the general meeting;

(b) the resolution specifies the number of shares, current market price,
‘consideration, if any, and the class or classes of directors or employees to
whom such equity shares are to be issued;

(c) not less than one year has, at the date of the issue elapsed since the
date on which the company was entitled to commence business;

(d) the sweat equity shares of a company, whose equity shares are listed
on a recognised stock exchange, are issued in accordance with the regulations
made by the Securities and Exchange Board of India in this behalf: .

Provided that in the case of a company whose equity shares are not listed

- on any recognised stock exchange, the sweat equity shares are. lssued in accor-
dance with the guidelines as may be prescribed.

Explanat:on I—For the purposes of this sub-section, the expression “a com-
pany means the company incorporated, formed and registered under this Act and
includes its subsidiary company incorporated in a country outside India.
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Explanation II.—TFor the purposes of this- Act, the expression “sweat equity
shares” means equity. shares issued by the company to employees or directors at a
discount or for consideration other than cash for providing know-how or making
available right in the nature of intellectual property rights or value additions, by
whatever name called.

(2) All the limitations, restrictions and provisions relating to equity shares shall
be applicable to such sweat equity shares issued under sub-section (1).’.

~ 7. In section 80 of the principal Act, in sub-section (1), in clause (c), for the words Amendment of
“share premium account”, the words “security premium account” shall be substituted. section 80.

8: In section 82 of the principal Act, for the word “shares”, the words * shares or Amendment of
debentures” shall be substituted. section 82.

9. After section 109 of the principal Act, the following sections shall be inserted, Insertion of

“109A. (1) Every holder of shares in, or holder of debentures of, a company

" may, at any time, nominate, in the prescribed manner, a person to whom his shares in,

or debentures of, the company shall vest.in the event of his death.

(2) Where the shares in, or debentures of, a company are held by more than one
person jointly, the joint holders may together nominate, in the prescribed manner, a
person to whom all the rights in the shares or debentures of the company shall vest in

- the'event of death of all the joint holders.

. (3) Notwithstanding anything contained in any other law for the time being in

‘force or in any disposition, whether testamentary or otherwise, in respect of such

shares in, or debentures of, the company, where a nomination made in the prescribed
manner purports to confer on any person the right tovest the shares in, or debentures

‘of, the company, the nominee shall, on the death of the sharéholder or holder of
- debentures of, the company or, as the case may be, on the death of the joint holders

become entitled to all the rights in the shares or debentures of the company or, as the
case may be, all the joint holders, in relation to such shares in, or debentures of the

" éompany to the exclusion of all other persons, unless the nommatlon is varied or

cancelled in the prescribed manner.

(4) Where the nominee is a minor, it shall be lawful for the holder of the shares,

* or holder of debentures, to make the nomination to appoint,_' in the prescribed manner,
. ..any personto become entitled to shares in, or debentures of, the company, in the event
.. of his death, during the minority.

109B. (7) Any person who becomes a nominee by virtue of the provisions of
section 1094, upon the production of such evidence as may be requrred by the Board
and subject as hereinafter provided, elect, either—

(a) to be registered himself as holder of the share or debenture as the
case may be, or

(b) to make such transfer of the share or debenture, as the case may be, as

the deceased shareholder or debenture holder, as the case may be, could have
made.

{2) If the person being a nominee, so becoming entitled, elects to be registered

‘as holder of the share or debenture, himself, as the case may be, he shall deliver or

send to the company a notice in writing signed by him stating that he so elects and

such notice shall be accompanied with the death certificate of the deceased shareholder
or debenture holder, as the case may be.

o new sections
namely:-— : 109A  and
109B.

-Nomination of
shares.

Transmission
of shares.




Amendment of
section 205A,

Amendment of
section 205B.

Insertion of new
section 205C.

Establishment
of Investor
Education and
Protection
Fund.

46

Compar'it‘e;(Amendmént) o '  lacr2t

(3) All the limitations, restrlctrons and provisions of thrs Act relating to the

“ Tight to transfer and the regisiration of transfers of shares or debentures shall be

applicable to any such notice or transfer as aforesaid as if the death of the member

-had not occurred and the notice or transfer were a transfer srgned by that shareholder

or debenture holder, as the case may be:

(4) A person, being a n'_O'mine'e, becoming entitled to a share or debenfur_e by
reason of the death of the holder shall be entitled to the same dividends and other

. .advantages to which he ‘would be entitled if he were the registered holder of the

share or debenture except that he shall not, before being registered a member in
respect of his share or debenture, be entitled in respect of it to exercise any right

.conferred by membership in relation to meetings of the company:

Provided that the Board may, at any time, give notice requiring any such person
to elect either to be registered himself or to transfer the share or debenture, and if the

-notice. is not complied with within ninety days, the Board may thereafter withhold

payment of all dividends, bonuses ot other moneéys payable in respect of the share or
debenture, until the requirements of the notice have been complied with."”.

10. In section 205A of the principal Act,—
“(a) for sub section (5), the foll(>wmg sub-section shall be substltuted namely —

_ (5) Any money transferred to the unpard dividend account, of a company
in pursuance of this section which remains unpaid or unclaimed for a period of
seven years from the daté of such transfer shall be transferred by the company
to the Fund established under $subssectioi (1) of section 205C

(b) in sub sectlon (6) — ‘_

(i) for the words “genéral revenue account of the Central Government”,
the words, figures and letter “Fund estabhshed under sectlon ZOSC” shall be
-subsmuted : :

() for the words “to such offrcer as the Central Govemment may, appomt
‘the words “to such authorrty or committee as the Central Government may
appoint” shall be substituted;

 (¢) for su_f?-section (7), the follovuin_g sub-section shall be substituted, namely:—

“(7) The company shall be entitled to a receipt’ from the authority or
committee under sub-section (4) of section 205C for any money transferred by
it to the Fund and such a receipt shall be an effectual discharge of the company
in respect thereof.”.

11. In section 205B of the prmcrpal Act the following proviso shall be 1nserted at the

end, namely:—

“Provided that nothing contained in this section shall apply to any person
claiming to be entitled to any money transferred to the Fund referred to in section

:-205C onrand after the commencement of the Cornpanies (Amendment) Act, 1999.".

12. Afte'r. section 205B of the principal Act, the fo.llowing sectidn'shall be inserted,

namely:—

‘ZOSC (1) The Central Government shall establish a fund to be called the

" Investor Educauon and Protectron Fund (hereafter in this sectron referred to.as the
“Fund") ' '

@) There shall be credited to the Fund the foHowmg armounts, namely —=

(a) amounts in the unpaid dividend accounts of companies;
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(b) the application moneys réceived by companies for allotment of any
-.securities and due for refund; -

(c) matured deposits with companies;
(d) matured debentures with companies;.
(e) the interest accrued on the amounts referred to in clauses (a) to (d);

{/) grants and donations given to the Fund by the Central Government,

State Governments, companies or any other institutions for the purposes of the
- Fund; and

() the interest or other income received out of the investments made
from the Fund:

- Provided that no such amounts referred to in clauses (a) to () shall form.part of

* the'Fund unless such amounts have remained unclaimed and unpaid for a period of
‘seven years from the date they became due for payment.

Explanation.—For the removal of doubts, it is hereby declared that no claims

~“shall' lie ‘against the Fund or-the company in respect of individual amounts which

were unclaimed and unpaid for a period of seven years from the datés that they first

. became due for payment and no payment shall be made ip respect of any such claims,

(3) The Fund shall be utilised for promotion of investor’s awaréness and protection

.. of.the interests of investors in accordance with such rules as may be prescribed.

(4) The Central Government shall, by notification in the Official Gazette, specify

- -an-authority or committee, with such members asthe Central Government may appoint,
:~to ‘administer the Fund, and maintain separate accounts and 6ther relevant records in
relation to the Fund in such: form' as may be prescribed in consultation with the .

Comptroller and Auditor-General of India.

(5) 1t shall be competent for the authority or committee appointed under sub-
section (4) to spend moneys out of the Fund for carrying out the objects for which the
Fund has been established.’. -

’ 13 After section 210 of the prmcxpal Act, the followmg section shall be inserted,
namely ——

‘210A. (1) The Central Government may, by notification inthe Offlcxal Gazette,

‘ éonstltute an Advisory Committee to be called the National Advisory Committee on

Accounting Standards (hereafter in this section referred to as the “Advisory
Commmee”) to advise the Central Government on the formulation and laymg down of

L accountmg pohc:es and accounting standards for adoption by compames or cIass of

companies under this Act.
(2) The Advisory Committee shall consist of the following members, namely:—

(a) a Chairperson who shall be a person of eminence and well versed in
_accountancy, finance, business administration, business law, economics or similar
~.. discipline; '

() one member each nominated by the Institute of Chartered Ac¢countants
. of India constituted under. the Chartered Accountants Act, 1949, the Institute
of Cost and Works Accountants of India constituted under the Cost and Works
" ‘AcCountants Act, 1959 and the Institute of Company Secretaries of India

" constituted under the Company Secretaries Act, 1980;

(c) one representative of the Central Government to be nominated by it;

() one representative of the Reserve Bank of India to be nominated by it;
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(e) one representative of the Comptroller and Auditor-General of Ind)a
to be nominated by him;

| : (/) a person who holds or has held the office of professor in accountancy,
; finance or business management in any.university or deemed university;

(g) the Chairman of the Central Board of Direct Taxes constituted under
the Central Boards of Revenue Act, 1963 or his nomineg; 54 of 1963.

(n) two members to represent the chambers of commerce and industry to
be nominated by the Central Government; and

(/) one representative of the Securities and Exchange Board of India to be
nominated by it. ‘

(3) The Advisory Committee shall give its recommendations to the Central
Government on such matters of accounting policies and standards and auditing as
may be referred to it for advice from time to time.

(4) The members of the Advisory Committee shall hold office for such term as

w - may be determined by the Central Government at the time of their appointment and
' -any vacancy in the membership in the Committee shall be filled by the.Central
‘Government in the same manner as the member whose vacancy occurred was filled.

(5) The non-official member of the Advisory Committee shall be entftled to
_such fees, travelling, conveyance and other allowances as are admissible to the officers
- of the Central Government of the highest rank.”. Lot -

Amendmentof - '14. In sectioni 211 of the principal Act, after sub-section (3), the following sub-séctions
section 211 ghall be.inserted, namely:—

‘(34) Every profit and loss account and balance sheet of ‘the compady shall
_comply with the accounting standards.

{3B) Where the profit and loss account and the balance sheet of the company do
. not comply with the accounting standards, such companies shall-disclose-in-its profit
..and loss account and balance sheet, the following, namely:—

(@) the deviation from the accounting standards;
(b) the reasons for such deviation; and ¢
(c) the financial effect, if any, arising due to such deviation, "

(3C) For the purposes of this section, the expression “accounting standards”
means the standards of accounting recommended by the Institute of Chartered
Accountants of India constituted under the Chartered Accountants Act, 1949, asmay 38 of 1949,
- be prescribed by the Central Government in consultation with the National Advisory '
Committee on Accountlng Standards estabhshed under sub-sectxon (1) of sectlon
210A: :

Provided that the standards of accounting specified by the Instltute of Chartered-
Accountants of India shall be deemed to be the Accounting Standards, until the
Accountmg Standards are prescribed by the Central Government under thls sub-

section.’
Amendment of “15. In section 217 of the principal Act, after sub-section (24), the following sdb-
section 217. section shall be inserted, namely:—

*(2B) The Board’s report shall also specnfy the reasons for the failure, if any, to
complete the buy-back within the time specified in sub-section {4) of section 77A.".

. Amendment of 16. In section 227 of the principal Act, in sub-section (3),—
section 227.

() after clause (¢), the following clause shall be \Vinserted, namely:—

“(d) whether,.in his opinion, the profit. and loss account and balance
sheet comply with the accountmg standards referred to in sub- sectlon (3C) of
section 211.”;
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(i1) in sub-section (4), for the word, brackets and letter and ©”, the brackets,

letters and word “(c) and (d)” shall be substituted.

17. In section 370 of the principal Act, after sub-section (5), and- before the
Explananon the following sub- sectnon shall be inserted, namely:—

“(6) Nothing contained in this section shall apply to a company on.and after the
commencement of the Companies (Amendment) Act, 1999.”

18. In:section 372 of the principal Act, after sub-section (74), the followmg sub-
section shall be inserted, namely:—

*(15) Nothing contained in this section shall apply toa company on and after
the commencement of the Companies (Amendment) Act, 1999.”.

19. After section 372 of the. principal Act, the following section shall be inserted,
namely:— ; '

*“372A. (1) No company shall, directly or indi'rect]y,
{a) make any loan to any other body corporate

(b) give any guarantee, or provnde security, in connection with a loan

" made by any other person to, or to any other person by, any body corporate, _

and

(¢) acquire, by way of subscription, purchase or otherwise the securmes
‘of any other body corporate, -

exceeding sixty per cent. of its: paid-up share capital and free'reserves, or one hundred
-per cent, of its free reserves, whnchever is more:

* Provided that where the’ aggregate of the loans and investments so far made,
the amounts for which guarantee or secuirity so far provided to.or in all other bodies
corporate, along with the-investment, loan, guarantee or security proposed to be

- made or given by the Board, exceeds the aforesaid limits, no investment or Ioan shall
‘be made or guarantee shall be given or security shall be provided unless previously
authorised by a special resolution passed in a general meeting:

Provided further that the Board may gwe guarantee, without being previously
authorised by a special resolution, if,—

(@) a resolution is passed in the meéting of the Board authorising to give
guarantee in accordance with the provisions of this section;

(b) there exists exceptional circumstances which prevent the company

from obtaining previous authorisation by a special resolution passed in a general
meetmg for giving a guarantee; and

{c) the resolution of the Board under clause (a) is confirmed within twelve
months, in a general meeting of the company or the annual general meeting
held immediately after passing of the Board's resolution, whichever is earlier:

_ Provided also that the notice of such resolution shall indicate clearly the specific
limits, the particulars of the body corporate in which thei investment is proposed to be
made or loan or security or guarantee to be given, the purpose of the investment, loan

~ or.security or guarantee, specific sources of fundmg and such other details.

N 2) No loan or investment shall be made or guarantee or security given by the
: company unless the resolution sanctioning it is [passed at a meeting of the Board with
~ the consent of all the directors present at the meeting and the prior approval of the

public financial institution referred to in section 4A, where any term loan is subsisting,
is obtained:
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Provided that prior approval of a public financial institution shall not be required
where the aggregate of the loans and. investments.so far made, the amounts for-
which guarantee or security so far provided to or in all other bodies corporate, along

with the investments, loans, guarantee or security proposed 1o be made or given

does not exceed the fimit of sixty per cent. specified in sub-section (1), if there is no
defauit in repayment of loan instalments or payment of interest thereon as per the
terms and conditions of such loan to the pubhc financial mstltutlon

(3) No loan to any body corporate shall be made at a rate of mterest lower than .
the prevailing bank rate, being the standard rate made public under section 49 of the
Reserve Bank of India Act, 1934.

(4) No company, which has-defaulted in complying with the prov isions of sectlon

| 58A, shall, directly or indirectly,—

(@) make any loan to. any. body corporate;

(b) give any guarantee, or provide security, in connection with a'loan
made by any other person to, or to any.other person by, any body.cerporate; and

() acquire, by way of subscription, purchase or otherwise the secufitiés
of any other body corporate.

till such default is subsrstmg

(5) (@) Every company shall keep a reglster showmg the followmg particulars
in respect of every investment or loan made, guarantee given or security provided by

“it in relation to any body corporate under sub-section (1), namely:—

(i) the name of the body corporate;

(u) the amount, terms and purpose of the mvestment or loan or security or
guarantee,

(iii) the date on which the mvestment or loan has been made,‘{

) , (tv) the dateon which the guarantee has been given or securtty has been
provnded in connectlon w1th a loan, = = 7. R

- {b) The. parttculars of investment; loan, guarantee orsecurity referred toin clause

wa) shall be entered chronologicatly: in the. regtster aforesaid within-seven:days-of the

making of such mvestment or loan, or the glvmg of such guarantee or:the provnsnon of
such security. . . : :

(6) The register referred. to in_sub-section (5) shall be- kept at the reglstered
office of the company concerned and— PR

-(a) shall be open to inspection at such:office; and
(&) extracts may be taken therefrom and copies thereof may be required,

by-any member of the companiy to the same extent, in the same manner, and on payment
of the same fees as in the case of the register of members of the’ company, and the
provisions of section 163 shall apply accordingly.

. {7) The Central Government may prescnbe gutdelmes for the- purposes of this
section. oo

" (8) Nothing contained in this section shall apply,

(a) to any loan made, any guarantee glven or any secunty provrded of
any investment made by——— ‘ .

Wa bankmg company or an insurance: company, ora housmg fmance
company in the ordinary course of its business, or a company established
“with the object of fmancmg industrial enterpnses or of prov1d1ng
mfrastructural facrlmes
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(i7) a company whose principle business is the acquisition of shares,
stock, debentures or other securities;

@) a private company, unless it is a subsidiary of a public company; .

(b) to investment made in shares allotted in pursuance of clause (a). of
sub-section (I} of section 81;

(c) to any loan made by a holding company to its wholly owned subsidiary;

(d) to any guarantee given or any security provided t;y a holdmg company
in respect of loan made to its wholly owned subsidiary; or-

{e) to acquisition by a holding company, by way of subscription, purchases
or otherwise, the securities of its wholly owned subsidiary.

(9) If default is made in complying with the provisions of this section, other than
sub-section (5), the company and every officer df the company who is in defaiilt shall
be punishable with imprisonment which may extend to two years or with fine which
may extend to fifty thousand rupees:

Provided that where any such loan or any loan in connection with which any
such guarantee or security has been given, or provided by the company, has been
repaid in full, no punishment by way of imprisonment shall be imposed under this

" sub-section, and where such loan has been repaid in part, the maximum punishment

which may be imposed under this sub-section by way of imprisonment shall be
appropriately reduced:- '

_Provided further that all persons who dre knowingly parties to- any such
contravention shall be liable, jointly and severally, to the compahny for the repayment

of the loan or for making good the same which the company may have been called
- upon to pay by virute of the guarantee given or the securities provided by such company.

(10) If default is made in complying with the provisions of sub-section (5), the
company and every officer of the company who is in default shall-be punishable with
fine which may extend to five thousand rupees and also with a further fine which may

“extend to five hundred rupees for every day after the first day during whlch the default

continues.

Explanation.—For the purposes of this section,———

‘(@) “loan” includes debentures or any deposit of money made by one

" company with another company, not being a banking company;

(b) “free reserves” means those reserves which, as per the latest audited

balance sheet of the company, are free for distribution as dividend and shall

include balance to the credit of the securities premium account but shall not = -

include share application money.’.
20. In section 642 of the prmc:pal Act, after sub-section (3) the following sub-section

shall be inserted, namely:—

“(4) Every regulation made by the Securities and Exchange Board of India under
this Act shall be laid, as soon as may be after it is made, before each House of Parliament,
while it is in session, for a total period of thirty days which may be comprised in one

session or in two or more successive sessions, and if, before the expiry of the session -

immediately following the session or the successive sessions aforesaid, both Houses
agree in making any modification in the regulation or both Houses agree that the
regulation should not be made, the regulation shall thereafter- have effect only in
such modified form or be of no effect, as the case may be; so, however, that any such
modification or annulment shall be without prejudice. to the Valldlty of anything
previously done under that regulation.".

21. (1) The Companies (Amendment) Ordinance, 1999 is hereby repealed.
(2) Notwithstanding such repeal, anything done or any action taken under the principal

Act, as amiended by the said Ordinance, shall be deemed to have been done or taken under
-~ the corresponding provisions of the principal Act, as amended by this Act.’

Amendment of
section 642,

. Repeal-and

saving.



