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PROCEDURE IF BUY-BACK OF

SHARES/OTHER SPECIFIED SECURITIES
ARE MORE THAN 10% BUT UPTO 25% OF

EQUITY PAID-UP SHARE CAPITAL AND
FREE RESERVES1

{Sections 68 and 70 of the Act read with Rule 17 of the
Companies (Share Capital and Debentures) Rules, 2014}
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Relevant Sections, Rules and Forms at a Glance

Particulars Section(s), Rule(s) and
Name of e-Form(s)

The Companies Act, 2013 Sections 68, 69, 70, 88, 110, 117, 118, 173,
179 and 403

The Companies (Share Capital and
Debentures) Rules, 2014

Rule 17

The Companies (Prospectus and Allotment
of Securities) Rules, 2014

Rule 9A

The Companies (Management and
Administration) Rules, 2014

Rules 3, 22(16) and 24

The Companies (Registration Offices and
Fees) Rules, 2014

Rules 7, 8 and 12

Secretarial Standard-1 of ICSI Clauses 3, 4, 5, 6, 7 and 8

Secretarial Standard-2 of ICSI Clauses 1, 3, 4, 5, 6, 7 and 17

e-Forms to be filed MGT-14 (in case of public companies)
SH-8
SH-11

1 In case of buy back of preference shares, the paid-up capital means entire paid-up capital of
the company.



Significant Relevant Approvals and Requirements
 Board resolution
 Special resolution
 If securities are partly paid up, make them fully paid up before buying back
 Company has not defaulted in complying with the sections 92 related to Annual

Return, section 123 related to payment of dividend, section 127 related to
punishment for failure to distribute dividend, and section 129 related financial
statement.

 Company shall purchase its own shares or other specified securities out of its free
reserves, securities premium account, or proceeds of the issue of any shares/other
specified securities

 Company has not made any default in the repayment of deposits and interest
thereon, redemption of debentures and interest thereon, redemption of preference
shares, dividend payment to any shareholder, repayment of term loan or interest
thereon to any bank or any financial institution and in case of such defaults, the
default is remedied and a period of 3 years has elapsed after such default ceased to
subsist

 Debt Equity Ratio post buy back shall not be more than 2:1, while 6:1 in case of
government companies carrying specified activities

 Buy back shall be completed within a period of 1 year from the date of passing of the
board resolution

 Period of complete one year has elapsed from the closure of preceding offer of buy
back

 Declaration of Solvency, duly signed by at least 2 directors and one of whom shall
be MD, if any

 Open a separate bank

74.1 PROCEDURE WITH CHECK POINTS

S. No. Particulars

1. Ensure that—
 the buy-back of securities is authorized by the articles of association of the

company and if not authorised by the articles of association, then first alter
the articles of association to include the provisions of buy-back of shares
{section 68(2) of the Act}.

 the buy back of securities is more than 10 % but up to 25 % of the total
paid up equity capital and free reserves including securities premium
account of the company {Section 68(2)(c) of the Act}

 the company shall purchase its own shares or other specified securities out
of
- its free reserves
- securities premium account, or
- proceeds of the issue of any shares/other specified securities
provided that no buy-back of any kind of shares or other specified
securities shall be made out of the proceeds of an earlier issue of the same
kind of shares or same kind of other specified securities {Section 68(1) of the
Act}.



 

 

 

For the detailed procedure, please refer Company Law Procedures & 
Compliances by Dr. Sanjeev Gupta, 2nd edn, 2021. You can buy from 
your bookseller or online at www.bharatlaws.com 
 

COMPANY LAW Procedures & Compliances (in 2 vols.) 

http://www.bharatlaws.com/
http://www.bharatlaws.com/book_detail/847/COMPANY-LAW-Procedur

