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FOREWORD 

It gives me great pleasure to provide you with an update on the 
significant legal developments affecting the corporate world in 2018 in 
India. I have always felt that there was a need for a round-up of the 
legal developments affecting the corporate world, which would 
summarize the developments in a language and style easy to understand 
for lawyers and corporate citizens. 

The year 2018 has seen some significant and proactive changes being 
brought by the Ministry of Corporate Affairs, Securities and Exchange 
Board of India, and the Reserve Bank of India. Towards this objective, 
in this update we have focussed on legal developments in company law, 
securities law and foreign exchange matters which took place in 2018. 
We have also discussed the amendment to the Specific Relief Act, 
1963. 

Feedback and suggestions from our readers would be appreciated. 
Please feel free to send your comments to 
cam.publications@cyrilshroff.com. 

Regards,  
Cyril Shroff  
Managing Partner  
cyril.shroff@cyrilshroff.com 
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Significant Beneficial Owner (ñSBOò): 

Section 90 of the Companies Act, 2013 (ñ2013 
Actò) read with the Companies (Significant 
Beneficial Owners) Rules, 2018, define an SBO to 
mean an individual, who acting alone or together 
with other persons or trusts, holds óbeneficial 
interestô in 10% or more of shares or right to 
exercise or actual exercise of significant influence 
or control in a company, but whose name is not 
entered in the register of members of the company. 
Further, óbeneficial interest in a shareô has been 
defined under Section 89 to include the right or 
entitlement of a person to exercise any/ all rights 
attached to a share, or receive or participate in any 
dividend or other distribution in respect of such 
share. While the erstwhile Section 90 empowered 
the Central Government to appoint relevant persons 
to investigate and report the beneficial ownership 
with regard to the shares of a company, now all 
SBOs of a company must make a declaration 
specifying nature of their interest to the company in 
Form BEN-1. All SBOs of a company, as on June 
13, 2018, had to make the aforesaid declaration by 
September 10, 2018. However, the aforesaid 
requirement has been put on hold since the Ministry 
of Corporate Affairs (ñMCAò) is revising Form 
BEN-1. Further, every company receiving the 
aforesaid declaration must file a return of SBOs in 
Form BEN-2 with the Registrar of Companies 
(ñRoCò). Currently, filing of Form BEN-2 has also 
been put on hold. Also, every company must 
maintain a register of its SBOs. 

Every company is now obligated to issue a notice 
seeking information from a person, who the 
company knows or has reasonable cause to believe 
to be an SBO, or knows about an SBO or another 
person who may have such knowledge, or have 
been an SBO at any time during the last 3 years 
from date of issuance of notice. If the relevant 
information is not furnished on time or is not 
satisfactory, the company may apply to the 
National Company Law Tribunal (ñNCLTò) for an 

order directing that certain restrictions on transfer 
of interest, right to claim dividend and suspension 
of voting rights, be placed on the shares of the 
relevant person. In case the NCLT does place such 
restrictions, the aggrieved person may make an 
application within 1 year of NCLTôs order to avoid 
transfer of the shares to the Investor Education and 
Protection Fund Authority. The aforesaid 
obligations are not applicable to shares held by 
pooled investment vehicles/ funds such as mutual 
funds, alternative investment funds, real estate 
investment trusts and infrastructure investment 
funds regulated by Securities and Exchange Board 
of India (ñSEBIò). 

Dematerialization of Securities of 
Unlisted Public Companies: 

The revised Companies (Prospectus and Allotment 
of Securities) Rules, 2014 (ñProspectus Rulesò) 
now require every unlisted public company to issue 
securities only in dematerialised form and facilitate 
dematerialization of all its existing securities. 
However, no time period has been prescribed for 
such dematerialization. Further, all unlisted public 
companies must dematerialize the entire holding of 
securities of its promoters, directors and key 
managerial personnel in accordance with provisions 
of the Depositories Act, 1996 prior to making any 
offer for issue or buyback or issue of bonus shares 
or rights offer. Further, every security holder, 
intending to transfer or subscribe to any securities 
of an unlisted public company on or after October 
2, 2018, must dematerialize the securities prior to 
such transfer/ subscription. The non-resident 
shareholders seeking to transfer/ subscribe 
securities of unlisted public companies have to 
obtain a Permanent Account Number. Further, 
timely payment in the form of fees and deposits 
should be made to the depository, registrar to an 
issue and share transfer agent. Otherwise, any offer 
for issue or buyback or issue of bonus shares or 
rights offer cannot be made. 

The year 2018 has seen a number of crucial amendments being introduced. While some of 
the amendments are procedural in nature, there are others which require detailed deliber-
ation. Some of the key changes that have been introduced in 2018 are as follows: 

SIGNIFICANT CHANGES IN THE COMPANIES ACT 


