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In brief

Companies are runs on three measures, those measures would be customer satisfaction, employee satisfaction,
and cash flow. Having continuous cash flows and raising funds for long term projects is the need of the hour.
Funds can be raised by the Company by issuing shares, debentures, or by taking loan or by inviting deposits from

public.

But the question pops in the mind of the reader that why would a Company accepts deposits when there are
other alternatives of raising funds. The advantages of issuing deposits are that the ownership of the Company is
not transferred and the share price is unaffected. Thus, the deposit would help the Company not only by fulfilling
their financial requirements but would also prevent the Company from diluting its equity. Acceptance of deposits
by Companies is governed by the Companies Act 2013 and Companies (Acceptance of deposits) Rules, 2014.

Relevant provisions

Chapter -V Acceptance of Deposits by Companies
Section- 73 to 76 A of the Companies Act, 2013
Rules- The Companies (Acceptance of Deposits) Rules, 2014

In detail
What is the meaning of deposits?

As defined in the Companies Act
2013 read with  Companies
(Acceptance of Deposits) Rules
2014, Deposit include any receipt
of money by way of deposit or
loan or in any other form by
Company, but does not include
certain types of amount, which we
can be broadly categorised info
five different heads:

Receipt of money from or in the
form of:

1. Governments, Bank, PFl, Other
Company.

2. Commercial papers,
subscription  for  secuirities,
secured bonds or debentures
having maturity less than or
equal to 10 years.

3. Nidhi Company, chit fund,
start up, CIS, AIF/MF/VCF.

4. Directors, employees with
respect to their annual salary,
promoters.

5. Non-interest-bearing amount
help in frust, frade advances.

Who can invite deposits?

A private Company can invite

deposits from its members only up
fo 100% of aggregate of its Paid-
up share capital (PSC) and free
reserves (FR).

However, such private Company
will have fo file details of money so
raised with the Registrar of
Companies (ROC).

A public Company can invite
deposit from its members as well as
from public subject to compliance
with eligibility criteria, i.e. it shall
have net worth of INR 100 crore or
more or turnover of INR 500 crore
or more, by way of special or
ordinary resolution in  general
meeting as per the case.

Conditions to be meet with respect
to duration of deposits

1. No Company or eligible
Company shall accept
deposits, which matured in less
than 6 months or last for more
than 36 months from the date
of acceptance or renewal of
such deposit.

2. Provided that a Company
may, for the meeting of its
short-term requirement
accept deposits for a term less

than 6 month, if following

conditions are fulfilled -

a. aggregate of such
deposits shall not exceed
10%of ((PUSC+FR+SPA)
and

b. deposits are repayable
not earlier than three
months.

Additional conditions to be meet
by Company for inviting deposits

1. No Company referred to in
Section 73(2) shall accept or
renew any deposit from ifs
members, if the amount of
such deposits together with
the amount of other deposits
outstanding as on the date of
acceptance or renewal of
such deposits exceeds 35% of
the aggregate of
the (PUSC+FR+SPA) of the
Company.

The maximum limit in respect
of deposits to be accepted
from members shall not apply
to following classes of private
Companies, namely:
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i. A private Company which is
a start-up, for 5 years from
the date of its incorporation;

ii. A private Company which
fulfils all of the following
conditions, namely:

a. which is not an associate
or a subsidiary Company
of any other Company;

b. the borrowings of such a
Company from banks or
financial institutions or
anybody corporate is less
than twice of its paid-up
share capital or Rs. 50
crores, whichever is less;

and;
c. such a Company has not
defaulted in the

repayment of such
borrowings subsisting at
the time of accepting
deposits under section 73.

2. Provided also that all the

Companies accepting
deposits shall file the details of
monies so accepted to the
Registrar in Form DPT-3.

Eligible Companies shall not
accept or renew deposits if
the amount of such deposit
together with the amount of
deposits outstanding from its
members exceeding 10% of
(PUSC+FR+SPA) any other
deposit, other than the
deposit referred to in clause
(a), outstanding on the date
of acceptance or renewal
exceeding 25 % of
(PUSC+FR+SPA).

Government  Company is
eligible to accept deposits
shall not accept or renew
deposit if outstanding deposits
is more than 35% of
(PUSC+FR+SPA).

Rate of interest for deposits
shall be not more than
prescribed by reserve bank of
India for acceptance of
deposits by NBFC.

Credit rating obtained for
deposits shall not be below the
minimum investment grade
rating or other specified
crea4dit rafing for fixed
deposits from any one of the
approved credit rafing
agencies.

Every Company accepting
deposits shall maintain at ifs
registered office on or more
separate registers for deposits
accepted or renewed having
such particulars as prescribed.
All the information shall be
filed with Registrar in form DPT-
3.

Other compliances to be made by
Company dafter acceptance of
deposits

1.

Furnishing of Deposit Receipfts
to Depositors

The Company shall, on the
acceptance or renewal of a
deposit, furnish  to  the
depositor or his agent a
receipt for the amount
received by the Company,
within a period of 21 days from
the date of receipt of money
or realisation of cheque or
date of renewal.

Maintenance of Liquid Assefs
and creation of Deposit
Repayment Reserve Account
Every eligible Company shall
on or before the 30t April of
each year deposit with any
scheduled bank and the
amount so deposited shall not
be utilised for any purpose
other than for the repayment
of deposits:

The amount remaining
deposited shall not fall below
20% of the amount of deposits
maturing during the financial
year.

Registers of Deposits
Company accepting deposits
shall maintain at its registered
office one or more separate
registers for deposits
accepted or renewed.
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General provisions regarding
premature  repayment  of
Deposits

Where the Company made

any premature return of

deposits, after the 6 months,
rate of inferest payable on
such deposit shall be reduced
by 1% from the rate which the

Company would have paid as

agreed at the time of issue.

Exceptions:

e complying with the
provisions of rule 3
i.e. Terms and Conditions
of Acceptance of
Deposits by Companies; or

e providing war risk or other
related benefits to the
personnel of the naval,
military or air forces or to
their families during the
period of emergency
declared under arficle 352
of the Constitution

Return of Deposits to be Filed
with the Registrar

Company shall on or before
the 30th day of June, of every
year, file with the Registrar, a
return in form DPT — 3 except
government Company, along
with the fee and furnish the
information contained therein
as on the 31st day of March of
that year duly audited by the
auditor of the Company.

Note: Form DPT-3 shall be used
for filing return of deposit or
particulars of transaction not
considered as deposit or both
by every Company other than
Government Company.

Disclosures in the financial
statement

Every Company, other than a
private Company, shall
disclose in its  financial
statement, by way of notes,
about the money received
from the director.

Every private Company shall
disclose in its  financial
statement, by way of notes,
about the money received
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from the directors, or relatives
of directors.

Conclusion

In  today's globadlised and
competitive market businesses are
striving for growth, which requires
new and cheap finance
alternatives. Keeping an eye

government has given a way fo
businesses fo meet their
requirements through deposits
and also has took measures for
organised way of finance through
its stakeholders. With a view of
giving opportunity to start-ups and
for facilitating expansion of
established Companies, the
government has come up with the

Startup

concepts of deposits with due
care of investors security for
favorable business environment.
Though there are lot of restrictions
and procedures involved, deposits
are gaining popularity amongst
businesses.

COVID-19 outbreak

Special Measures under Companies Act, 2013 (CA-2013) and Limited Liability Partnership Act, 2008 in view of

e Requirement under section 73(2)(c) of CA-13 to create the deposit repayment reserve of 20% of
deposits maturing during the financial year 2020-21 before 30th April 2020 shall be allowed to be
complied with fill 30th June 2020.

e Requirement under rule 18 of the Companies (Share Capital & Debentures) Rules, 2014 o invest or
deposit atleast 15% of amount of debentures maturing in specified methods of investments or deposits
before 30th April 2020, may be complied with till 30th June 2020.
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Our Offices Mumbai, Maharashtra

Jabalpur, Madhya Pradesh (M.P)

Email: info@lawgicalstartup.com

About Lawgical Startup

We are Mumbai based digitized platform to provide legal and secretarial services, enabling Entrepreneurs to focus on their dream
projects. One of the key factor with us is our affordable rates and 24x7 assistance to Entrepreneurs. Usually people who aspire to
build a startup, give up on their dream projects due to complexities involved in statutory requirements and legal side of any industry,
we at Lawgical Startup make sure that you can focus on building your dream business and we handle all your legal and secretarial
work. Among many other benefits, cost involved with secretarial and legal services is always a considerable factor for all ty pes of
businesses, big or small, we make sure that our services are offered at affordable rates.

We are a team of Company Secretaries and Chartered Accountants having rich experience working with startups across various
industries. Our focus is to make sure that our clients never have to worry about any statutory requirements or messy paper work
involved in the process.

Follow us on:

inQONvE

This publication hasbeen prepared for general guidance on matters of interest only, and doesnot constitute professionaladvice. You should notact upon
the information contained in this publication without obtaining specific professional advice. No representation or warranty (express orimplied)is given asto
the accuracy or completeness of the information contained in this publication, and, to the extent permitted by law, Lawgical Startup, its members,
employees and agents accept no liability, and disclaim all responsibility, forthe consequences of you oranyone else acting, orrefraining to act,inreliance
on the information contained in this publication or for any decision based on it. Without prior permission of Lawgical Startup, this publication may not be
quotedinwhole orin part or otherwisereferred to in any documents.
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