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REDUCTION OF SHARE CAPITAL
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BACKGROUND

The purpose of this presentation is to highlight the brief procedure of
reduction of share capital of the Company as per the relevant sections

of Companies Act, 2013 and other various statutory laws as applicable
in India.
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BACKGROUND

The reduction of share capital is one of the options available for
withdrawal of cash in a company. The company can pay off any paid up
share capital which is in excess of the wants of the company, if
authorized by its articles, subject to the approval of National Company
Law Tribunal (“NCLT” or “Tribunal”) and “No Objection” from the
Creditors. However, certain amount of paid up capital and free reserves
are required to be retained in order to meet day-to-day expense and
other debts of the Company.
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Pre-requisites for filing an application for
reduction of share capital of company

A company cannot make an application for reduction in capital if it is in arrears in the repayment of any deposits
accepted by it and interest payable thereon. An application to confirm a reduction of share capital shall be
accompanied with:

= The list of creditors duly certified by Managing Director, or in his absence, by directors not earlier than 15 days
prior to the date of filing of an application;

= A certificate from the auditors verifying the list of creditors;

= A certificate from auditors and declaration by a director verifying that as on date, the company is not in default of
repayment of any deposits and interest thereon;

= A Certificate from auditors verifying that the accounting treatment applied for capital reduction is in conformity
with accounting standards as on date.
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Step 1

Step 2

Step 3

Step 4
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First step for capital reduction is to check if the Articles of Association (“AOA”) of a company permit for
such reduction. In case the relevant clause for reduction of capital is not present in AOA, the clause needs
to be incorporated by passing a special resolution in the general meeting of the shareholders in order to
alter the existing AOA by adding the clause for capital reduction.

Valuation needs to be done for the shares of the company as on date and also latest audited financial
statements and provisional financials as on date are required.

Board Meeting of the board of the directors of the company needs to be convened to give approval for
capital reduction and also to give approval to convene Extra Ordinary General Meeting (“EGM”) for the
purpose of approval of shareholder for the reduction of share capital of the company.

Dispatch of notice of the EGM to the shareholders at least 21 days before the date of EGM, or EGM can be
convened at a shorter notice by taking the consents from the shareholders.
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Step 5

Step 6

Step 7

Step 8

Step 9
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Drafting and preparation of the application along with the preparation and collation other relevant
documents/information required for reduction in share capital of the Company

Convene EGM and place before the shareholders draft application along with other documents prepared for
their approval with respect to capital reduction and pass the special resolution for the same.

Execution and signing of all the documents and arrangement for the legalization of documents wherever
required.

Filing of respective e-form with Registrar of Companies (“‘ROC”) for registering the special resolution.

Obtaining certificates from auditor verifying list of creditors, verifying that company as on date is not in
arrears in the repayment of deposits and verifying the accounting treatment with respect to capital
reduction.
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Step 10

Step 11

Step 12

Step 13

Step 14
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The application for capital reduction along with the necessary documents and certificates to be filed with
NCLT.

The Tribunal shall give notice of the application or direct that notice to be given to the Central Government,
ROC and the Creditors of the Company within 15 days of filing of application and shall take into
consideration, the representations and objections if any, made to the Tribunal within a period of three
months from the date of receipt of the notice

Preparation and publication of advertisement of the application within 7 days from the date on which
directions are given by the Tribunal in English newspaper and in a vernacular language newspaper, both
having wide circulation in the state in which the registered office of the company is situated.

The Company to be file an affidavit confirming the dispatch and publication of the notice within 7 days of
dispatch of notice and publication.

Intimations also need to be sent to from the Income Tax Authorities and followed up with them for
obtaining NOC's with respect to reduction of share capital.
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Step 15 The Tribunal may, if it is satisfied that the debt or claim of every creditor has been discharged or
determined or consent has been obtained, make an order confirming the reduction of share capital on such
terms and conditions as it deems fit.

Step 16 On receipt of the order, file the order approved by the Tribunal in prescribed e-form with ROC with in 30 days
form the date of order.

Step 17 Preparation and arrangement for publication of the Order of the reduction of the share capital as per the
direction of the Tribunal and preparation to make necessary compliances as per scheme of reduction
approved by the Tribunal. Further, amendment of Memorandum of Association by reducing its share
capital and its shares accordingly.
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Setting up a business in India might seem like a
hassle to someone who's unaware about the
country’s rules and regulations. But that's where
we come in to help you.

At Coinmen, our aim is to provide financial expertise to help set up your
business and provide profound advisory for its grow. This presentation is
put together by our team to ensure that you're prepared well in advance
before setting up a business in India and can navigate swiftly through the
required compliances.

Disclaimer

This publication does not constitute as professional advice. The information in this publication has been obtained or derived from sources believed by Coinmen Consultants LLP (Coinmen) to be
reliable but Coinmen does not represent that this information is accurate or complete. Any opinions or estimates contained in this publication represent the judgment of Coinmen at this time and
are subject to change without notice. Readers of this publication are advised to seek their own professional advice before taking any course of action or decision, for which they are entirely
responsible, based on the contents of this publication. Coinmen neither accepts or assumes any responsibility or liability to any reader of this publication in respect of the information contained
within it or for any decisions readers may take or decide not to or fail to take. The presentation containsamendments as proposed in the Income tax Return Forms by Central Board of Direct Taxes
(‘CBDT’) through notification amending Income tax Rules, 1962 dated 15t April 2019.
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