KHAITAN

&CO

Advocates since 1911

ERGO

NEWSFLASH

Analysing developments impacting business

Companies (Appointment and Qualification of Directors)
Rules: Immediate Action Needed

20 July 2018

Introduction

The Ministry of Corporate Affairs (MCA) has, pursuant to its notification dated 5 July
2018 (Notification), amended the Companies (Appointment and Qualification of
Directors) Rules, 2014 (Rules).

Key Highlights

>

Every individual who has been allotted a director identification number (DIN)
as on 31 March of a financial year, is required to submit e-Form DIR-3-KYC (KYC
Form) to the Central Government on or before 30 April of the immediately
following financial year.

All directors (including disqualified directors) who have been allotted DIN, or
designated partners of limited liability partnerships (LLP) who have been
allotted designated partner identification numbers (DPIN) on or before 31
March 2018, are required to submit the KYC Form to the Central Government
on or before 31 August 2018. If such individuals fail to submit the KYC Form by
31 August 2018, the DINs/DPINs of such individuals will be deactivated.

Individuals who are allotted DIN after 31 March 2018 are required to submit the
KYC Form by 30 April 2019, failing which their DIN will be deactivated.

Filing of KYC Form for deactivated DINs (post 31 August 2018 or 31 March 2019,
as applicable) will be allowed upon payment of a fee of INR 5,000. This is
without prejudice to any other action that may be taken by the Central
Government for delayed filing of the KYC Form.

A director’'s personal mobile number, personal email ID and AADHAR details
have to be a part of the KYC Form in order to get the one-time password. Each
KYC Form is required to be signed by a director with his own digital signature
certificate and should be duly certified by a practicing chartered accountant,
company secretary or a certified management accountant. In case of foreign
nationals, inclusion of passport details is mandatory under the KYC Form.

The Director as well as the certifying chartered accountant/company
secretary/certified management accountant will be subject to imprisonment of
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up to five years or a fine of up to INR 2,000,000 or both, in case of omission of
any material fact or any misstatement in the KYC Form.

As an immediate step, all directors and desighated partners must submit the KYC Form
by 31 August 2018 to avoid suspension of their DIN.

- Vinay Joy (Partner), Rishabh Bharadwaj (Principal Associate) and Neil
Deshpande (Associate), Khaitan & Co LLP, Bangalore
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