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Introduction

The Novel Coronavirus (COVID-19) has been declared a pandemic by the World Health
Organization and has affected numerous countries, including India. In response to the developing
COVID-19 situation, the Ministry of Corporate Affairs (“MCA”) and other regulatory authorities have
granted several relaxations from regulatory compliances for the corporate sector. In our previous
updates dated March 20, 2020, and March 23, 2020, we had summarised some of the key
relaxations and measures which have been introduced by the MCA, Securities and Exchange
Board of India and other courts/tribunal across the country®. The update dated March 20, 2020 can
be found here- http://www.argus-p.com/papers-publications/thought-paper/covid-19-relaxations-
from-certain-regulatory-compliances-for-corporates-and-other-measures/. The update dated March
23, 2020 can be found here- http://www.argus-p.com/papers-publications/thought-paper/covid-19-
update-csr-funds-can-be-used-for-covid-19/.

In this update, we have summarized the latest announcements made by the Hon’ble Minister of
Finance on March 24, 2020 granting certain relaxations under the Companies Act, 2013
(“Companies Act”) and Insolvency and Bankruptcy Code, 2016 (“IBC”). Detailed notifications/
circulars in this regard shall be issued by the MCA separately.

Threshold for triggering CIRP enhanced

The current threshold of Rs. 1,00,000 (Rupees one lac) to trigger insolvency proceedings under
Chapter | (Insolvency Resolution and Liquidation for Corporate Persons) of the IBC has been
revised to Rs. 1,00,00,000 (Rupees one crore).

Likelihood of suspension of s. 7, 8, 9 and 10 of IBC for
MSMEs

It has been announced that sections 7 (initiation of corporate insolvency resolution process by
financial creditor), 8 (insolvency resolution by operational creditor), 9 (application for initiation of
corporate insolvency resolution process by operational creditor) and 10 (initiation of corporate
insolvency resolution process by corporate applicant) of the IBC, for MSMESs, might be suspended
for a period of 6 (six) months, depending on the situation.

1The updates do not deal with the administrative and public measures/ prohibitions (such as closure of shops and
establishments, restrictions on travel etc) announced by the Government.
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SOLICITORS AND ADVOCATES

Extension of timeline for filing declaration of
commencement of business

Under section 10A(1)(a) of the Companies Act, any company incorporated after the
commencement of the Companies Amendment Ordinance, 2019 is prohibited from commencing
its business or exercising borrowing powers unless a declaration is filed with the Registrar of
Companies by a director of the company within a period of 180 (one hundred eighty) days of the
date of incorporation of the company. It has been announced that an additional time of 6 (six)
months will be granted to newly incorporated companies to file the declaration under section
10A(1)(a) of Companies Act.

MCA 21 Registry: No late fee

During the period between April 1, 2020 to September 30, 2020, no additional fees will be charged
for late filing in respect of any document, return, statement etc. required to be filed in the MCA 21
Registry irrespective of its due date.

Relaxation from requirement of conducting Board Meetings
every quarter

As per section 173(1) of the Companies Act, every company is required to hold a minimum number
of 4 (four) meetings of its directors every year in such a manner that not more than 120 (one
hundred twenty) days shall intervene between 2 (two) consecutive meetings of the board. The
prescribed interval of 120 (one hundred twenty) days) has been extended by a period of 60 (sixty)
days till the next 2 (two) quarters i.e. September 30, 2020.

Minimum residency requirement done away with

Under section 149(3) of the Companies Act, every company is required to have at least 1 (one)
director who stays in India for a period of not less than 182 (one hundred eighty two days) during
the financial year. Non-compliance with the above minimum residency requirement of 182 days
(one hundred eighty two) days, will not be treated as a violation of the Companies Act.

Applicability of Companies (Auditor’s Report) Order, 2020
deferred

The Companies (Auditor's Report) Order, 2020 will be applicable from financial year 2020-2021,
instead of financial year 2019-2020, as notified earlier.

Exclusive meeting of independent directors not required

Schedule IV (Code for Independent Directors) of the Companies Act provides that the independent
directors of a company must hold at least 1 (one) meeting in a financial year, without the
attendance of non-independent directors and members of management. In financial year 2019-
2020, if the independent directors of a company have not held even 1 (one) meeting without the
attendance of non-independent directors and members of management, the same will not treated
as a violation of the Companies Act.

Extension of deadline to deposit the stipulated amount in
the deposit repayment reserve account
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The requirement under section 73(2)(c) of the Companies Act and rule 13 of the Companies
(Acceptance of Deposits) Rules, 2014 to deposit an amount equivalent to 20% (twenty percent) of
the deposits of a company maturing during financial year 2020-2021 in the deposit repayment
reserve account before April 30, 2020 may now be complied with till June 30, 2020.

Extension of deadline to invest/ deposit 15% (fifteen
percent) of maturing debentures

The requirement under rule 15 of the Companies (Share Capital and Debenture) Rules, 2014 to
invest or deposit 15% (fifteen percent) of the amount of debentures of a company maturing during
a particular year in specified instruments before April 30, 2020 may now be complied with till June
30, 2020.

This update has been contributed by Adity Chaudhury (Partner) and Kshitija Naik (Associate).

DISCLAIMER

This document is merely intended as an update and is merely for
informational purposes. This document does not get into detailed
deliberations on some of the issues raised nor does it purport to identify
all issues concerned. Further, there may have been changes to the law
after publication of this document. This document should not be
construed as a legal opinion. No person should rely on the contents of
this document without first obtaining advice from a qualified professional
person. This document is contributed on the understanding that the Firm,
its employees and consultants are not responsible for the results of any
actions taken on the basis of information in this document, or for any error
in or omission from this document. Further, the Firm, its employees and
consultants, expressly disclaim all and any liability and responsibility to
any person who reads this document in respect of anything, and of the
consequences of anything, done or omitted to be done by such person in
reliance, whether wholly or partially, upon the whole or any part of the
content of this document. Without limiting the generality of the above, no
author, consultant or the Firm shall have any responsibility for any act or
omission of any other author, consultant or the Firm. This update does
not and is not intended to constitute solicitation, invitation, advertisement
or inducement of any sort whatsoever from us or any of our members to
solicit any work, in any manner, whether directly or indirectly.

You can send us your comments at:
argusknowledgecentre@arqus-p.com
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