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New threshold limits of ‘capital’ and ‘turnover’ for small companies

On September 15, 2022, the Ministry of Corporate Affairs notified the Companies (Specification of Definition Details)
Amendment Rules, 2022 amending the definition of ‘small company’ under the Companies Act, 2013 (“Companies
Act”). By this amendment, the maximum threshold of the paid-up capital of a small company is now increased to INR
4,00,00,000 (Indian Rupees four crores) from INR 2,00,00,000 (Indian Rupees two crores) while the threshold for
turnover is increased to INR 40,00,00,000 (Indian Rupees forty crores) from INR 20,00,00,000 (Indian Rupees twenty
crores).

With the increase in the threshold limits of both the ‘paid-up capital’ and the ‘turnover’, now more companies will fall
within the ambit of small companies. Consequently, more companies will be able to take the benefits of exemptions
that are extended to small companies by the Companies Act, which are not available to other kinds of companies. These
benefits and exemptions are in terms of compliance requirements as under:

1. Only 2 (two) board meetings in a financial year are required to be held (instead of 4 (four) board meetings for
other companies);

The annual return can be signed by either a company secretary or a company director;
No cash flow statement is needed as a part of the financial statement;
No requirement of mandatory rotation of auditor;

Only abridged form of annual return has to be filed; and
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Liable for lesser penalties.

The Companies Act had introduced the concept of small companies to provide certain benefits and exemptions to small
businesses operating as private limited companies. With these increased limits of both the paid-up capital and
turnover a larger number of companies will fall within its ambit. Such companies can avail relaxation from many
compliance requirements. It facilitates ease of doing business in India, specifically for start-ups and other companies
engaged in small businesses.
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JSA’s corporate practice is centered around transactional and legal advisory services including day-to-day
business, regulatory issues, corporate and governance affairs. We have an expert team of attorneys who advise
on legal issues concerning inbound and outbound investments, strategic alliances, collaborations and corporate
restructurings. We advise clients through all stages of complex and marquee assignments including
restructuring, mergers and acquisitions (including those in the public space) to private equity and joint
ventures. Our vast clientele includes multinational corporations and large Indian businesses in private, public
and joint sector. We work closely with in-house counsel teams, investment banks, consulting and accounting
firms along with multilateral agencies and policy making institutions on development of policy and legal
frameworks. We provide assistance and counsel to start-ups and venture backed companies by drawing upon
our in-depth understanding of how companies are incorporated, financed and grown. With an in-depth
understanding of the industry combined with years of expertise, our attorneys provide innovative and
constructive solutions to clients in complex transactional engagements. We emphasize teamwork across our
wide network of offices across India. This allows us to benefit from the various specialisations available for the
ultimate benefit of our clients. We also provide assistance in dealing with diverse corporate governance and
compliance issues including FCPA /Anti-Bribery/Anti-Corruption matters and investigations.
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This prism is not an advertisement or any form of solicitation and should not be construed as such. This prism has
been prepared for general information purposes only. Nothing in this prism constitutes professional advice or a legal
opinion. You should obtain appropriate professional advice before making any business, legal or other decisions. J[SA

and the authors of this prism disclaim all and any liability to any person who takes any decision based on
this publication.
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