
Chapter 9 (Printed Copy) 
At Page 10- Topic “Shares issued at a discount” is revised and being given 
hereunder. Students are advised to study this topic from here and not from printed 
copy of the study material. 

Shares issued at a discount 

According to Section 53 of the Companies Act, 2013, 
(1) a company shall not issue shares at a discount, except in the case of an issue of sweat

equity shares given under Section 54 of the Companies Act, 2013.

(2) any share issued by a company at a discounted price shall be void.

(2A)  Notwithstanding anything contained in sub-sections (1) and (2), a company may issue
shares at a discount to its creditors when its debt is converted into shares in pursuance 
of any statutory resolution plan or debt restructuring scheme in accordance with any 
guidelines or directions or regulations specified by the Reserve Bank of India under the 
Reserve Bank of India Act, 1934 or the Banking (Regulation) Act, 1949. 

(3) Where any company fails to comply with the provisions of this section, such company
and every officer who is in default shall be liable to a penalty which may extend to an
amount equal to the amount raised through the issue of shares at a discount or five
lakh rupees, whichever is less, and the company shall also be liable to refund all monies
received with interest at the rate of twelve per cent. per annum from the date of issue
of such shares to the persons to whom such shares have been issued.

The auditor needs to check 
(i) the movement in share capital during the year and wherever there is any issue,

(ii) he should verify that the Company has not issued any of its shares at a discount by
reading the minutes of meeting of its directors and shareholders authorizing issue of
share capital and the issue price.

(iii) Further, auditor should also verify that whether the company has issued shares at a
discount to its creditors when its debt is converted into shares in pursuance of any statutory
resolution plan or debt restructuring scheme in accordance with any guidelines or directions
or regulations specified by the Reserve Bank of India under the Reserve Bank of India Act,
1934 or the Banking (Regulation) Act, 1949.

This topic has also been revised at page no. 10 of chapter 9 and students can refer 
at the link given below  

https://resource.cdn.icai.org/66605bos53774-cp9.pdf 
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On Page number 10.36, point (j) to be read as under: 

(j) such other matters as may be prescribed. Rule 11 of the Companies (Audit 
and Auditors) Rules, 2014 prescribes the other matters to be included in auditor’s 
report. The auditor’s report shall also include their views and comments on the 
following matters, namely:-

(i) whether the company has disclosed the impact, if any, of pending litigations on its
financial position in its financial statement;

(ii) whether the company has made provision, as required under any law or accounting
standards, for material foreseeable losses, if any, on long term contracts including
derivative contracts;

(iii) whether there has been any delay in transferring amounts, required to be transferred,
to the Investor Education and Protection Fund by the company.

[(iv) (1) Whether the management has represented that, to the best of it’s knowledge
and belief, other than as disclosed in the notes to the accounts, no funds have 
been advanced or loaned or invested (either from borrowed funds or share 
premium or any other sources or kind of funds) by the company to or in any 
other person(s) or entity(ies), including foreign entities (“Intermediaries”), with 
the understanding, whether recorded in writing or otherwise, that the 
Intermediary shall, whether, directly or indirectly lend or invest in other persons 
or entities identified in any manner whatsoever by or on behalf of the company 
(“Ultimate Beneficiaries”) or provide any guarantee, security or the like on 
behalf of the Ultimate Beneficiaries; 

(2) Whether the management has represented, that, to the best of it’s knowledge
and belief, other than as disclosed in the notes to the accounts, no funds have
been received by the company from any person(s) or entity(ies), including
foreign entities (“Funding Parties”), with the understanding, whether recorded
in writing or otherwise, that the company shall, whether, directly or indirectly,
lend or invest in other persons or entities identified in any manner whatsoever
by or on behalf of the Funding Party (“Ultimate Beneficiaries”) or provide any
guarantee, security or the like on behalf of the Ultimate Beneficiaries; and

(3) Based on such audit procedures that the auditor has considered reasonable
and appropriate in the circumstances, nothing has come to their notice that has
caused them to believe that the representations under sub-clause (1) and (2)
contain any material misstatement.
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(v) Whether the dividend declared or paid during the year by the company is in 
compliance with section 123 of the Companies Act, 2013.

(vi) Whether the company has used such accounting software for maintaining its books 
of account which has a feature of recording audit trail (edit log) facility and the 
same has been operated throughout the year for all transactions recorded in the 
software and the audit trail feature has not been tampered with and the audit trail 
has been preserved by the company as per the statutory requirements for record 
retention. 
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Chapter 10 (Printed Copy) At Page 10.61- Topic “Punishment for non-compliance” is 
revised and being given hereunder. Students are advised to study this topic from 
here and not from printed copy of the study material. 

PUNISHMENT FOR NON-COMPLIANCE 
Section 147 of the Companies Act, 2013 prescribes following punishments for contravention: 
(1) If any of the provisions of sections 139 to 146 (both inclusive) is contravened, the

company shall be punishable with fine which shall not be less than twenty-five thousand
rupees, but which may extend to five lakh rupees and every officer of the company who
is in default shall be punishable with fine which shall not be less than ten thousand
rupees, but which may extend to one lakh rupees.

(2) If an auditor of a company contravenes any of the provisions of section 139, section
144 or section 145, the auditor shall be punishable with fine which shall not be less than
twenty-five thousand rupees, but which may extend to five lakh rupees or four times
the remuneration of the auditor, whichever is less.

It may be noted that if an auditor has contravened such provisions knowingly or willfully
with the intention to deceive the company or its shareholders or creditors or tax
authorities, he shall be punishable with imprisonment for a term which may extend to
one year and with fine which shall not be less than fifty thousand rupees but which may
extend to twenty-five lakh rupees or eight times the remuneration of the auditor,
whichever is less.

(3) Where an auditor has been convicted under sub-section (2), he shall be liable to: -

(i) refund the remuneration received by him to the company.

(ii) and pay for damages to the company statutory bodies or authorities or to
members or the creditors of the Company for loss arising out of incorrect or
misleading statements of particulars made in his audit report.

(4) The Central Government shall, by notification, specify any statutory body or authority
of an officer for ensuring prompt payment of damages to the company or the persons
under clause (ii) of sub-section (3) and such body, authority or officer shall after
payment of damages such company or persons file a report with the Central Government

© The Institute of Chartered Accountants of India

https://resource.cdn.icai.org/66605bos53774-cp9.pdf


in respect of making such damages in such manner as may be specified in the said 
notification. 

(5) Where, in case of audit of a company being conducted by an audit firm, it is proved that
the partner or partners of the audit firm has or have acted in a fraudulent manner or
abetted or colluded in an  fraud by, or in relation to or by, the company or its directors
or officers, the liability, whether civil criminal as provided in this Act or in any other law
for the time being in force, for such act shall be the partner or partners concerned of
the audit firm and of the firm jointly and severally. However, in case of criminal liability
of an audit firm, in respect of liability other than fine, the concerned partner or partners,
who acted in a fraudulent manner or abetted or, as the case may be, colluded in any
fraud shall only be liable.

This topic has also been revised at page no. 10.61 of chapter 10 and students can 
refer at the link given below  

https://resource.cdn.icai.org/66606bos53774-cp10.pdf 
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