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Sanctioning of a scheme of arrangement by NCLT is a single window clearance for all aspects 

covered in such scheme 

Where there are varied aspects covered in a scheme and NCLT has approved the scheme as a 

whole, no separate procedures or approvals to be sought in respect of the actions under the 

scheme. However, the accounting treatment mentioned in the scheme cannot override the 

prescribed treatment under applicable Accounting Standards. 

Facts of the case: 

 The Transferor Companies and the Transferee Company (collectively referred to as ‘Petitioner Companies’) 

were part of the same group with common shareholders. Transferor Companies were proposed to be 

amalgamated with the Transferee Company. 

 Of the Transferor Companies, Shriram Chits (Maharashtra) Limited (‘Transferor Company 2’) is within the 

jurisdiction of NCLT, Mumbai Bench and Shriram Chits (Karnataka) Private Limited (‘Transferee Company’) is 

within the jurisdiction of NCLT, Bengaluru Bench. 

 The other Transferor Companies i.e., Shriram Chits Private Limited is within the jurisdiction of NCLT, 

Hyderabad Bench and Shriram Chits Tamil Nadu Private Limited is within the jurisdiction of NCLT, Chennai 

Bench. 

 As part of and upon the sanctioning of the Scheme, in relation to the Transferee Company, it was proposed 

to change the name from its current name to ‘Shriram Chits (India) Private Limited’ and to shift the 

registered office to Tamil Nadu. It was also proposed to increase the authorised share capital to facilitate 

issue of equity shares under the Scheme. Further, the accounting treatment in the Scheme mentioned that 

any differences arising due to difference in accounting policies of the Petitioner Companies, will be adjusted 

in the General Reserve of the Transferee Company.  

 On perusal of the Scheme, the Regional Director in his report, inter alia, raised the following observations: 

─ Any differences in accounting policy between the Transferor Companies and the Transferee Company, 

to be quantified and adjusted in the Capital Reserve of the Transferee Company, instead of General 

Reserve; 

─ In relation to the change of name and shift of registered office of the Transferee Company, Petitioner 

Companies have to undertake to comply with section 13 of the Companies Act, 2013, read with Rules 29 

and 30 respectively of the Companies (Incorporation) Rules, 2014; 

─ In relation to increase in authorised share capital, the NCLT may pass orders to comply with section 61, 

read with section 13, section 64 and other sections of the Companies Act, 2013. 
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Held by NCLT Mumbai Bench:  

In respect of accounting treatment in the Scheme: 

 The Ministry of Corporate Affairs (‘MCA’), vide notification dated 30th March 2016 , inserted a footnote to 

paragraph 23 of AS-14 to the effect that “Paragraph 23 shall not apply to any scheme of amalgamation 

approved under the Companies Act, 2013”, thereby concluding that treatment of reserves in a scheme of 

amalgamation is now mandatorily to be followed, and the accounting treatment prescribed in a scheme 

cannot override the provisions of paragraph 23 of AS-14. 

 Thus, the Scheme cannot be contrary to any law in force, and the Accounting Standards issued by the 

Institute of Chartered Accountants of India (ICAI) have the effect of law under section 133 of the Companies 

Act, 2013. 

 Further, this is a scheme involving multiple jurisdictions such as the NCLT’s Benches and each Bench looks at 

the Scheme as an integrated whole, rather than segregate it into parts with which the particular Bench is 

concerned. Therefore, the arguments of the learned counsel for the Transferor Company 2, that the 

accounting treatment prescribed in the Scheme is a matter that NCLT Bengaluru alone should be concerned 

with, is untenable. 

 However, upon the Scheme being sanctioned, Transferee Company alone will be concerned with the 

accounting entries to be made, which is not within the jurisdiction of NCLT Mumbai Bench. Accordingly, the 

Transferee Company being within the jurisdiction of NCLT Bengaluru Bench, the NCLT Mumbai Bench did not 

wish to express any opinion in this matter. 

In respect of change in name, shift of registered office and increase in authorised share capital: 

 It is now settled law that the provisions to schemes of arrangement are a complete code in themselves, and 

the separate procedures prescribed for change of name, change of registered office, reduction of capital, 

etc., under other provisions of the Companies Act are not required to be followed if they are effected as part 

of the Scheme itself. 

 It is also settled law that approval by the members to the Scheme should be treated as approval also under 

other provisions of the Companies Act. However, certain procedures may be required to be followed 

consistent with the requirements of the MCA-21 programme, so as to ensure that the changes are effected 

in the registry maintained by the Registrar of Companies and accordingly, Transferor Company 2 to 

undertake to abide by all procedural compliances required in this regard. 

Conclusion: 

Accounting Standards have the effect of law under the Companies Act, 2013 and the accounting treatment in a 

scheme cannot override provisions of the law. 

Further, the NCLT’s view makes it sufficiently clear that an order sanctioning a Scheme is a single window 

clearance and a complete code in itself. Therefore, once the NCLT approves a scheme, no separate procedure is 

required. While there might be some procedures required to be followed, the view adopted by the NCLT in the 

instant case does not impel compliance of separate procedures as long as they are effected as a part of the 

Scheme. However, certain steps will be required to be undertaken to update the MCA records.  
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