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MCA clarifies on the validity of the resolutions passed
under the Companies Act, 1956

The Ministry of Corporate Affairs vide its General Circular No0.32/2014 dated July 23, 2014, has
brought in much required clarity on the legal validity of the resolutions passed under the applicable
provisions of the Companies Act 1956 and its standing under the Companies Act 2013.

Since the inception of the Companies Act 2013, there has been lot of uncertainties in the minds of
corporate about business transacted under the old act. Some of the vital sections to which they will
have bearing are:

Sr. No. Item New Section Old Section

1. Loans & Investments 186 372A
Related Party Transactions 188 297/314

Borrowing & Investing Power 180 293

To overcome the aforesaid it was brought to the notice of the Government that many companies
have passed resolutions during financial year 2013-14 under the relevant provisions of the
Companies Act, 1956 which are/ were at different stages of implementation after coming into force
of corresponding provisions of the new Companies Act, 2013.

The Ministry had received suggestions that while section 6 of the General Clauses Act, 1897 protects
the validity of such resolutions, it will be advisable that, if a suitable communication is also issued in
the matter by the Ministry as an abundant caution.

The Ministry had examined the matter in the light of similar issues clarified earlier. Thus Ministry has
clarified that resolutions approved or passed by companies under relevant applicable provisions of
the Old Act during the period from 1% September, 2013 to 31° March, 2014, can be implemented, in
accordance with provisions of the Old Act, notwithstanding the repeal of the relevant provision
subject to the following conditions:

a) that the implementation of the resolution actually commenced before 1* April, 2014 and

b) that this transitional arrangement will be available upto expiry of one year from the passing
of the resolution or six months from the commencement of the corresponding provision in
New Act whichever is later. It is also clarified that any amendment of the resolution must be
in accordance with the relevant provision of the New Act.

To access the said circular please click here

DISCLAIMER: This document has been prepared by Sarthi Capital Advisors (P) Ltd as a part of research only. In rendering this information,
we assume and relied upon without independent verification, the accuracy and completeness of all information that was publicly available
to us the information has been obtained from the sources we believe to be reliable as to the accuracy or completeness. This document
should not be construed as an offer to sell or solicitation to by the securities and the information contained hear in is meant exclusively for
the recipient and its not for circulation, publication or reproduction in any manner what so ever. This information is given in good faith and
we make no representations or warranties, express or implied as to the accuracy or completeness of the information and the expectation
of income and capital appreciation and shall have no liability to you or your representatives resulting from use of this information. We
shall not be liable for any direct or indirect losses, loss of profits, hardships, inconveniences arising from the use thereof and accept no
responsibility for statements made and information provided and you would be relying on this document at your own risk

Mumbai New Delhi CONTACT US

159/11, Amar Brass Compound,  Anthem House, Please write to us with your feedback,

Vidva Nagari Mar E-360. 1st Floor suggestion or query at smelisting@sarthiwm.in
,y & & . — b www.sarthiwm.in | www.smelisting.net

Kalina, Santacruz (E), Nirman Vihar, Delhi - 110092

Mumbai - 400098 Landline: 011-22449817, Sarthi Capital Advisors Pvt Ltd

Landline: 022-26528671-72 011-22449815 SEBI Registered Category I Merchant Banker

Fax: 022-26528673 Fax: 011-22439816 SEBI Registration No: INM000012011



http://www.mca.gov.in/Ministry/pdf/General_Circular_32-2014_23072014.pdf

