CA INTER - CORPORATE LAWS

VARIOUS PUNISHMENTS IN CORPORATE LAWS

INCORPORATION OF COMPANY

1. RESERVATION OF NAME:
After reservation of name, it is found that name was applied by furnishing wrong
or incorrect information-
Company has not been incorporated, the reserved name shall be cancelled and the
person making application shall be liable to a penalty which may extend to X
1,00,000

2. FURNISHING OF FALSE OR INCORRECT INFORMATION OR SUPPRESSION OF

MATERIAL FACT AT THE TIME OF INCORPORATION (L.LE. DURING
INCORPORATION PROCESS)
Any person furnishes any false or incorrect particulars of any information or
suppresses any material information, of which he is aware in any of the documents
filed with the Registrar in relation to the registration of a company, shall be liable
for action for fraud under section 447.

3. COMPANY ALREADY INCORPORATED BY FURNISHING ANY FALSE OR
INCORRECT INFORMATION OR REPRESENTATION OR BY SUPPRESSING ANY
MATERIAL FACT (i.e. POST INCORPORATION)

The promoters, the persons named as the first directors of the company and the
persons making declaration under this section shall each be liable for action for fraud
under section 447

4. FORMATION OF COMPANIES WITH CHARITABLE OBJECTS
Company makes any default in complying with any of the requirements laid down
in this section
COMPANY 10 LAKHS < FINE < 1 CRORE
DEFAULTING OFFICER 25,000 < FINE < 25 LAKHS
Note: The affairs of the company were conducted fraudulently - Every officer in
default shall be liable for action u/s 447

5. RECTIFICATION OF NAME

If a company makes default in complying with any directions for rectification

COMPANY 1,000 for every day during which the default
continues
DEFAULTING OFFICER 5,000 < FINE < 1 LAKH
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10.

1.

12.

13.

ALTERATION OF MEMORANDUM OR ARTICLES

If a company makes any default in complying with the stated provisions, (PENALTY)
COMPANY 1,000 for every copy of the articles issued
DEFAULTING OFFICER without such alteration

CHANGE OF REGISTERED OFFICE If any default is made in complying with the
requirements of this section (PENALTY)
COMPANY 1,000 for every day during which the default
DEFAULTING OFFICER continues but not exceeding 1 lakh.

COMMENCEMENT OF BUSINESS (PENALTY)
If any default is made in complying with the requirements of this section, the penalty
shall be

COMPANY % 50,000
DEFAULTING OFFICER 1,000 for every day during which the default
continues but not exceeding 1 lakh.

PROSPECTUS AND ALLOTMENT OF SECURITIES

If a prospectus is issued in contravention of the provisions of section 26 the company
and every person who is knowingly a party to the issue of such prospectus shall be
punishable with fine of ¥ 50,000 to ¥ 3,00,000

A company who makes any default in complying with the provisions of section 33,
shall be liable to a penalty of ¥ 50,000 for each default.

Where a prospectus is issued, circulated or distributed that includes any statement
which is untrue or misleading in form or context in which it is included or where
any inclusion or omission of any matter is likely to mislead. Every person who
authorizes the issue of such prospectus Liability for an offence u/s 34 such persons
found guilty u/s 34 shall be liable for punishment u/s 447 of this Act.

Failure to file Return of Allotment, Refund the application money within specified
period (PENALTY)
COMPANY % 1,000 per day during which such default
DEFAULTING OFFICER continues or %1 lakh, whichever is less
Failure to comply provisions of sec 40
DEFAULTER Minimum Fine Maximum Fine
COMPANY 5,00,000 50,00,000
DEFAULTING OFFICER 50,000 3,00,000
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14. PUNISHMENT FOR FRAUD

Amount and nature Fine Imprisonment
of fraud MINIMUM | MAXIMUM MINIMUM | MAXIMUM
Fraud involving less - < 50,00,000 | OR/AND - < 5 Years

than 10 lakh rupees
or 1% of turnover,
whichever is lower
(public interest not

involved)

Fraud involving at Equal to 3 times of And 6 months 10 Years
least 10 lakh rupees amount amount of

or 1% of turnover, of fraud fraud

whichever is lower
(public interest not

involved)

Fraud in question Equal to 3 times of And 3 Years 10 ears
involves public amount amount of

interest of fraud fraud

15. RETURN OF ALLOTMENT IN PRIVATE PLACEMENT: Defaults in filing the return
of allotment, the company, its promoters and directors shall be liable to a penalty
for each default of % 1,000 for each day during which such default continues but not
exceeding ¥ 25,00,000.

16. PRIVATE PLACEMENT: If the company further fails to repay the application money
within the 15 days after expiry of 60 dyas, then it shall be liable to repay that money
with interest at the rate of 12% per annum from the expiry of the 60t day.

17. PUNISHMENT FOR CONTRAVENING THE PRIVATE PLACEMENT

PERSON DESCRIPTION
COMPANY Refund All monies along-with interest (as specified in
sub-section 6) to subscribers within a period of 30 days
of the order

PROMOTERS AND | FINE:

DIRECTORS Amount raised through the private placement
or
% 2 crore,

whichever is lower
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SHARE CAPITAL AND DEBENTURES

18. ISSUE OF DUPLICATE CERTIFICATES

PERSON

DESCRIPTION

COMPANY

MINIMUM FINE: 5 * FV of the shares involved.
MAXIMUM FINE:
a. 10 * FV of shares involved
Or
b. 10,00,00,000
Whichever is higher

DEFAULTING OFFICER

Section 447

19. ISSUE OF SHARES AT DISCOUNT

PERSON

DESCRIPTION

COMPANY

Refund All monies along-with interest @ 12% from the
date of issue of shares

DEFAULTING OFFICER

PENALTY
Issue Proceeds
Or

5,00,000

Whichever is less

20.PENALTY FOR VIOLATION OF SECTION 56: TRANSFER AND TRANSMISSION

OF SECURITIES

PERSON

PENALTY

COMPANY

50,000

DEFAULTING OFFICER

21. PUNISHMENT FOR PERSONATION OF SHAREHOLDER

PUNISHMENT MIN MAX
IMPRISONMENT 1 Year 3 Years
AND
FINE 1,00,000 | 5,00,000

22.CONTRAVENTION OF THE ORDER OF THE TRIBUNAL - REFUSAL OF
REGISTRATION AND APPEAL AGAINST REFUSAL (Sec 58)

PUNISHMENT MIN MAX
IMPRISONMENT 1 Year 3 Years
AND
FINE 1,00,000 | 5,00,000

CA D.V. SUBRAMANYAM
FCA, CMA, B. Com, RV(SFA), DISA
(AIR 20, AIR 27, AIR 40)




CA INTER - CORPORATE LAWS

23.PENALTY FOR DEFAULT IN FILING OF NOTICE (Sec 64)

PERSON PENALTY

COMPANY % 500/ day during defaulting period, Max X 5,00,000

DEFAULTING OFFICER | ¥ 500/ day during defaulting period, Max % 1,00,000

24.CONTRAVENTION OF SECTION 67: RESTRICTION ON PURCHASE OF ITS
SHARES

PERSON DESCRIPTION
COMPANY 1,00,000 < FINE < 25,00,000
DEFAULTING OFFICER | Imprisonment < 3 Years

And
1,00,000 < FINE < 25,00,000

25.CONTRAVENTION OF SECTION 68: BUY BACK
PERSON DESCRIPTION

COMPANY

DEFAULTING OFFICER | 1.00,000 < FINE < 3,00,000

DEPOSITS
26.PENAL RATE OF INTEREST

If a company fails to repay deposits (both secured and unsecured) on maturity, after
they are claimed, it shall pay penal rate of interest of 18% p.a. for the overdue
period.

27.PUNISHMENT FOR CONTRAVENTION
If any company inviting deposits or any other person contravenes any of the
‘deposit rules’ for which no punishment is provided in the Act,
PERSON DESCRIPTION
COMPANY FINE < 5,000
DEFAULTING OFFICER | Continuing one < 500 per day

28.PUNISHMENT FOR CONTRAVENTION OF SECTION 73 OR SECTION 76
PERSON Min Max

COMPANY 1 Crore or 2*Deposits | 10 Crores
whichever is less.

DEFAULTING OFFICER
Imprisonment & | - 7 years
Fine 25,00,000 2,00,00,000
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29.PUNISHMENT FOR NON-REPAYMENT OF DEPOSITS

PERSON Min Max
COMPANY 1 Crore 10 Crores
DEFAULTING OFFICER

Imprisonment or | - 7 years
Fine or 25,00,000 2,00,00,000

Both

In case of willful default committed with the intention to deceive various
stakeholders, he shall be liable for action under section 447.

REGISTRATION OF CHARGES

30.PUNISHMENT FOR CONTRAVENTION [PENALTY] (SEC 86)

31.

PERSON DESCRIPTION
COMPANY 5,00,000
DEFAULTING OFFICER | 50,000

If any person willfully furnishes:

e Any false or incorrect information; or

e Knowingly suppresses any material information.

which is required to be registered under section 77, he shall be liable for action
under section 447.

MANAGEMENT AND ADMINISTRATION

PENALTY FOR FAILURE TO MAINTAIN REGISTER IN ACCORDANCE WITH THE
PROVISIONS OF SECTION 88(1) AND 88(2)

If a company does not maintain a register of members or debenture-holders or other
security holders or fails to maintain them in accordance with the provisions of sub-
section (1) or sub-section (2),

PERSON PENALTY
COMPANY 3,00,000
DEFAULTING OFFICER 50,000

The offence under this section is a compoundable offence.
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32.PENALTY FOR DEFAULT U/S 89
PERSON PENALTY

REGISTERED OWNER, | 50,000
BENEFICIAL OWNER | + 200 per day in case of continuing failure < 5,00,000
COMPANY 1,000 per day in case of continuing failure < 5,00,000

DEFAULTING OFFICER | 1,000 per day in case of continuing failure < 2,00,000

33.PENALTY FOR DEFAULT U/S 90

PERSON PENALTY
SBO 50,000
+ 1,000 per day in case of continuing failure < 2,00,000
COMPANY 1,00,000

+ 500 per day in case of continuing failure < 5,00,000

DEFAULTING OFFICER | 25,000
+ 200 per day in case of continuing failure < 1,00,000

34.PENALTY FOR DEFAULT - CLOSURE OF REGISTRES

PERSON PENALTY

COMPANY 5,000 per day < 1,00,000
DEFAULTING OFFICER

35.PENALTY FOR DEFAULT - FILING OF ANNUAL RETURNS

PERSON PENALTY
COMPANY 10,000 + 100 per day in case of
continuing failure < 2,00,000
DEFAULTING OFFICER 10,000 + 100 per day in case of

continuing failure < 50,000

CS in practice certifies the annual return | 2,00,000
otherwise than in accordance with Sec 92

36.PENALTY FOR DEFAULT — REFUSING THE INSPECTION

PERSON PENALTY

COMPANY 1,000 per day < 1,00,000
DEFAULTING OFFICER

37.PENALTY FOR CONTRAVENTION OF THE PROVISIONS OF SECTION 102:
DISCLOSURE OF INTEREST IN EXPLANATORY STATEMENT

PERSON PENALTY
Promoter, Director, Manager or other | 50,000 or
KMP who is in default 5* benefit accrued
Whichever is higher
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38.PROXY

If default is made in complying disclosures in notice, Defaulting Person shall be liable
to penalty of ¥ 5,000.

If for the purpose of any meeting of a company, invitations to appoint as proxy a
person or one of a number of persons specified in the invitations are issued at the
company's expense to any member entitled to have a notice of the meeting sent to
him and to vote thereat by proxy, every officer of the company who issues the
invitation as aforesaid or authorises or permits their issue, shall be liable to a penalty
of ¥ 50,000.

39.CIRCULATION OF MEMBERS’ RESOLUTIONS

If any default is made in complying with the Sec 111, the company and every
defaulting officer shall be liable to a penalty of ¥ 25,000.

40.PENALTY FOR CONTRAVENTION OF Sec 117: ROC FILINGS

PERSON PENALTY

COMPANY 10,000
+ 100 per day in case of continuing failure < 2,00,000

DEFAULTING OFFICER | 10,000
INCL LIQUIDATOR + 100 per day in case of continuing failure < 50,000

41. PENALTY FOR CONTRAVENTION OF PROVISONS OF MINUTES

PERSON PENALTY

COMPANY 25,000

DEFAULTING OFFICER 5,000

If a person is found guilty of tampering with | Imprisonment < 2 years and
the minutes of the proceedings of the meeting. | ¥ 25,000 < Fine < ¥ 1,00,000.

42.PUNISHMENT FOR DEFAULT IN FILING REPORT ON AGM

PERSON PENALTY
COMPANY % 1,00,000 + 500 per day in case of continuing failure
< 5,00,000
DEFAULTING OFFICER % 25,000 + 500 per day in case of continuing failure
< 1,00,000
DIVIDENDS

43.DEFAULT IN PAYMENT OF INTEREST IN TRANSFERRING THE AMOUNT

If any default is made in transferring the total unpaid dividend amount or any part
thereof to the Unpaid Dividend Account, the company shall pay, from the date of
such default, interest at the @ 12% P.A. on the amount not so transferred to the
said account.
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44.1f a company fails to comply with any of the requirements of Sec 124

PERSON PENALTY
COMPANY % 1,00,000 + 500 per day in case of continuing failure
< 10,00,000
DEFAULTING OFFICER % 25,000 + 100 per day in case of continuing failure
< 2,00,000

45.PUNISHMENT FOR FAILURE TO DISTRIBUTE DIVIDENDS WITHIN 30 DAYS

PERSON DESCRIPTION

COMPANY Interest @ 18% p.a.

DEFAULTING DIRECTOR FINE: % 1000 per day during the default period

ACCOUNTS OF COMPANIES

46.CONTRAVENTION OF SEC 128. BOOKS OF ACCOUNTS

PERSON DESCRIPTION
e MD
e WTD in charge of Finance
e CFO ¥ 50,000 < Fine < ¥ 5,00,000.
e Any other person of a company charged by
the Board

47.CONTRAVENTION OF SEC 129. FINANCIAL STATEMENTS

In the absence of any of the officers
mentioned above, all the directors

PERSON DESCRIPTION
e MD
e WTD in charge of Finance e Imprisonment < 1 Year or
e CFO e ¥ 50,000 < Fine < %
e Any other person of a company charged by 5,00,000 or
the Board e Both

48.Where professional or other misconduct is proved, the NFRA shall have the power
to make order for

Imposing penalty as stated below:

In Case of Minimum Maximum
Individual 1,00,000 5*fees received
Firms 5,00,000 10*fees received
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Debarring the member or the firm

From Minimum | Maximum

Appointed as an auditor or internal auditor or undertaking | 6 Months 10 Years
any audit in respect of financial statements or internal audit
of the functions and activities of any company or body
corporate; or Performing any valuation as provided under

Sec 247
49.CONTRAVENTION OF SEC 134. BOARD REPORT
PERSON PENALTY
COMPANY ¥ 3,00,000
DEFAULTING OFFICER % 50,000

50.CONTRAVENTION OF SEC 135. CORPORATE SOCIAL RESPONSIBILITY

PERSON PENALTY

COMPANY 2* amount required to be transferred by the company to the
Fund specified in Schedule VIl or the Unspent Corporate Social
Responsibility Account, as the case may be, or one crore
rupees, whichever is less

DEFAULTING 1/10th of the amount required to be transferred by the company
OFFICER to such Fund specified in Schedule VII, or the Unspent
Corporate Social Responsibility Account, as the case may be,
or two lakh rupees, whichever is less

51. CONTRAVENTION OF SEC 136. CIRCULATION OF FINANCIAL STATEMENTS

PERSON PENALTY

COMPANY < 25,000

DEFAULTING OFFICER % 5,000

52.CONTRAVENTION OF SEC 137. FILING OF FINANCIAL STATEMENTS

PERSON DESCRIPTION

COMPANY FINE of 10,000 +
Penalty ¥ 100 per day in case of
continuing failure < ¥ 2,00,000

MD and CFO of the company, if any; FINE of ¥ 10,000 +

In their absence Penalty ¥ 100 per day in case of
Any other director who is charged by the | continuing failure < ¥ 50,000

Board with the responsibility;

In its absence

All the directors of the company
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AUDIT AND AUDITORS
53.DEFAULT IN FILING RESIGNATION STATEMENT
If an auditor of a company did not file statement, the auditor shall be punishable
with penalty
i. Minimum ¥ 50,000 or Auditor Remuneration whichever is less
ii. Maximum % 500 per day in case of continuing failure, < 2,00,000

54.CONTRAVENTION OF SEC 139-146.

PERSON DESCRIPTION
COMPANY % 25,000 < Fine < 5,00,000
DEFAULTING OFFICER 10,000 < Fine < 1,00,000

55.1f an auditor of a company contravenes any of the provisions of section 139, section
144 or section 145, the auditor shall be punishable with fine
i. Minimum ¥ 25,000
ii. Maximum
% 5,00,000 or
4 * the remuneration of the auditor,
whichever is less.

56.PENALTY FOR KNOWING/WILLFUL CONTRAVENTION
If an auditor has contravened any of the provisions of section 139, section 144 or
section 145, knowingly or willfully with the intention to deceive the company or its
shareholders or creditors or tax authorities
Fine:
i. Minimum ¥ 25,000
ii. Maximum
% 5,00,000 or
8 * the remuneration of the auditor,
whichever is less.
And
Imprisonment < 1 Year.
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COMPANIES INCORPORATED OUTSIDE INDIA

57.PUNISHMENT FOR CONTRAVENTION [SECTION 392]
If a foreign company contravenes the provisions of Chapter XXII of the Companies
Act, 2013 (i.e. Chapter on Companies incorporated outside India),

PERSON DESCRIPTION

COMPANY % 1,00,000 < Fine < 3,00,000
+ Additional Fine 50,000 per day in case
of continuing failure

DEFAULTING OFFICER % 25,000 < Fine < 5,00,000

LIMITED LIABILITY PARTNERSHIP
58.PUNISHMNET FOR FALSE DECLARATION AT THE TIME OF INCOPORATION

Imprisonment Upto 2 Years
Fine 10,000 < Fine < 5,00,000

59.PUNISHMNET FOR FRAUD: Every person who was knowingly a party to the
carrying on of the business

Imprisonment Upto 5 Years

Fine 50,000 < Fine < 5,00,000
60.PUNISHMENT FOR FALSE STATEMENT [SECTION 37]

Imprisonment Upto 2 Years

Fine 1,00,000 < Fine < 5,00,000

61. Any person who, without lawful excuse, fails to comply with any summons or
requisition of the Registrar under this section shall be punishable with fine
2,000 < FINE < 25,000.

62.CONTRAVENTION OF NCLT ORDER (COMPROMISE OR ARRANGEMENT)

PERSON PENALTY

LLP % 10,000 + 100 per day in case of continuing
default < 1,00,000

EVERY DESIGNATED PARTNER % 10,000 + 100 per day in case of continuing
default < 50,000

63.1f the LLP contravenes the provisions of sub-section (1) of section 7 (meaning that
the number of designated partners are less than two or none of the designated
partner is a resident in India),

PERSON PENALTY
LLP % 10,000 + 100 per day in case of continuing default <
1,00,000
EVERY PARTNER %10,000 + 100 per day in case of continuing default < 50,000
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64.1f the LLP contravenes the provisions of sub-section (4) of section 7 (failure to file
the consent of appointment of designated partner within 30 days of his
appointment),

PERSON PENALTY
LLP ¥ 5,000 + 100 per day in case of continuing default < 50,000
EVERY DESIGNATED | % 5,000 + 100 per day in case of continuing default < 25,000
PARTNER

65.1f the LLP contravenes the provisions of sub-section (5) of section 7 or section 9
(Designated Partner disqualified),

PERSON PENALTY

LLP % 10,000 + 100 per day in case of continuing default < 1,00,000

EVERY PARTNER | 210,000 + 100 per day in case of continuing default < 50,000

66.1f the LLP contravenes any provisions of Registered Office and changes therein

PERSON PENALTY

LLP % 500 per day < 50,000
EVERY PARTNER

67.REGISTRATION OF CHANGES IN PARTNERS:
i. If any partner contravenes the provisions, Penalty ¥ 10,000
ii. If the LLP contravenes the provisions, the LLP and every designated partner of the
LLP shall be ‘liable to penalty of % 10,000.

68.PENALTY FOR NON-FILING OF STATEMENT OF ACCOUNT AND SOLVENCY

PERSON PENALTY
LLP % 100 per day < 1,00,000
EVERY DESIGNATED PARTNER %100 per day < 50,000

69.PENALTY FOR NON-MAINTENACE OF PROPER BOOKS OF ACCOUNTS,
STATEMENT OF ACCOUNT AND SOLVENCY

PERSON PENALTY
LLP % 25,000 < Penalty < 5,00,000
EVERY DESIGNATED PARTNER 10,000 < Penalty < 1,00,000

70.PENALTY FOR NON-FILING OF ANNUAL RETURN

PERSON PENALTY
LLP % 100 per day < 1,00,000
EVERY DESIGNATED PARTNER % 100 per day < 50,000
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