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ORDER

This is a Petition which is filed by the Petitioner above-named for the purpose of
confirmation of reduction of its equity share capital. The Petition was originally filed in the
Hon'ble High Court of Delhi under the erstwhile provisions of Companies Act, 1956 and the
matter was listed before it on 07.12.2016. The Hon'ble High Court on the said date was pleased
to direct that notice of the Petition be issued to the Registrar of Companies as well as Regional
Director and also direct the Petitioner to carry out publication in the newspapers “Statesman”
in English and "Veer Arjun” in Hindi both Delhi Edition. The proceedings as above pending
before the Hon'ble High Court of Delhi in view of Section 66 of the Companies Act, 2013 having
been notified by the Central Government vide Notification No.3677E dated 07.12.2016
effective from 15.12.2016 as well as the Rules titled as “National Company Law Tribunal
(Procedure for Reduction of Share Capital of Companies) Rules, 2016" having also been
notified, the Hon'ble High Court vide its Order dated 15.02.2017 has transferred the instant
Petition as well as transmitted the records connected therewith to this Tribunal which in view

of all the above is now vested with the powers to consider matters concerning Reduction of

Share Capital.

P Subsequent to the transfer, the matter came up before us on 23.03.2017 for hearing
and the Counsel for the Petitioner represented that the report of the Regional
Director/Registrar of Companies has been filed as directed by the Hon'ble High Court. The

Learned Counsel for the Petitioner took us through the Petition and represented that:

{a) The paid up value of each Equity Share of the Company will be reduced from Rs. 10 per

share to Rs. 2 per share and the total paid up Share Capital of -the Company shall be reduced



from Rs. 49, 14,84,980 divided into 4,91,48,498 Equity Shares of Rs. 10 each, fully paid-up, to
Rs. 9,82,96,996 divided into 4,91,48,498 equity Shares of Rs. 2 each, fully paid-up. The
Reduction of Capital shall be on proportionate basis and all the pre-Scheme shareholders will

remain as the shareholders of the Company even after the Scheme in the same proportion.

(b) Upon the Scheme coming into effect, the entire accumulated losses of the company being
the debit balance of profit and loss account to the tune of Rs. 37,32,77,301 as per the audited
balance sheet of the company as on 31.03.2017, will be written off against the aforesaid

Reduction of Capital.

{c) The difference between the amount of reduction in share capital and the amount of debit

halance of profit and loss account written off shall be credited to the Capital Reserve Account.

(d) Upon the Scheme coming into effect, all the equity shareholders holding equity shares of Rs.
10/- each will continue to hold the same number of equity shares. However, the face value and

the paid-up value of each of the equity shares shall be reduced to Rs.2/- per share.
and that the rationale is stated in Paragraph 15 of the Petition as extracted below:-

a. The present issued, subscribed and paid-up share capital of the Company is Rs. 45,14,84,980
divided into 4,91,48,498 Equity Shares of Rs. 10 each. As on 31% March, 2016, the Company has
accumulated losses (debit balance of Profit & Loss Account) to the tune of Rs. 37,32,77,301.

Capital of the Company has been lost to the extent.

b. In arder to re-align the relation between capital & assets; and to accurately and fairly reflect

the liabilities & assets of the Company in its books of accounts; and for better presentation of
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the financial position of the Company, the Board of Directors has decided to write off the

Company in accordance with section 100 to 104 of the Companies Act, 1956 and other

applicable provisions.

¢. The Reduction of Capital is proposed for the aforesaid reasons. The Board of Directors and
Management of Petitioner Company are of the opinion that the proposed reduction of

capital is in best interest of the Company and its stakeholders,

3. The Board of Directors of the company is said to have approved the reduction of the paid up
equity share capital of the Petitioner Company on 16.05.2016 and further it is alsp seen that the
zame has been approved by the Equity Shareholders in the Extra Ordinary General Meeting
held on 28.09.2016 vide Special Resolution passed there at.  Subsequently, the Company

Petition before the Hon'ble High Court seems to have been preferred.

4, From the records, it is evident that the company is a Public limited company and is listed
on Bombay Stock Exchange and that Article 13 of Articles of Association empowers the

petitioner company to have its share capital reduced in accordance with law.

“Article 13

The Company may, subject to the provisions of Section 100 to 105 and other applicable
provisions, if any, of the Act, from time to time, by special resolution, reduce its capital and any
capital redemption reserve account or premium account in any manner for the time being
guthorized by law and in particular capital may be paid off on the footing that it may be called
up ogain or otherwise , and the Company may, if and as far as in necessary, alter its
Memorandum and Articles of Association by reducing the amount of its Share Capital and of its
shares accordingly. Provided that such special resolution shall not be necessary in case of

application of share premium account in the manner authorized by Section 78 of the Act.”
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The Petitioner Company has also produced a Certificate issued by the Statutory Auditor of the
Company dated 26.10.2016, a perusal of which discloses that the company does not have any

Secured Creditors as on 31% March, 2016,

In relation to the unsecured creditors of the Petitioner Company it is evident from the
certificate issued by the Statutory Auditor dated 26.10.2016 that there were only five
unsecured creditors as on 31.03.2016 and that consents from all of them have been produced.
A perusal of the report/observation filed by the Regional Director does not disclose any adverse
observations in relation to proposed reduction of eguity share capital of the Petitioner

Company, other than the observations made in para 6,7 & 8 of the RD Affidavit which is as

follows:-

a. The petitioner company has Foreign/Non-resident shareholders. The petitioner company

may be directed to comply with the provisions of FEMA/RBI in this regard.

b. The registrar of companies has stated that the petitioner company is under technical

scrutiny and the same is under examination.

c. the authorized share capital of the company shall be modified with regard to the face
value of equity shares from Rs. 10 to Rs. 2 per share. The petitioner company may be advised to

comply with the provisions of the companies act, 2013 and rules made thereunder in this

regard.

In response to the above observations, the Petitioner company through its company secretary
and authorized signatory has filed an affidavit wherein an undertaking to the following effect

has been given at para 6 and same is reproduced hereunder:

a. “The Petitioner Company has some foreign/ non-resident shareholders. We confirm and
undertake that the requisite compliance with the applicable provisions of FEMA and the
RBI Regulations (including filing of necessary forms/returns, etc., if any} will be made by
the Petitioner Company with regord to the proposed reduction of share capital for such

A foreign/ non-resident shareholders. It may, however, be roted that no approval is



required to be obtained from the RBl or any other authority for the proposed reduction

of copital vis-g-vis the said foreign/ non- resident shareholders.

It is pertinent to mention that the proposed reduction of share capital involves writing
off accumulated losses of the Petitioner Company, as on 31% March, 2016, against part

of its poid-up equity share capital. No poyment is proposed to be made to any

shareholder,

b. The Registrar of Companies, New Delhi initiated technical scrutiny of the audited annuol
accounts of the Petitioner Company for 15 months period ended 30" June, 2009. The
Petitioner Company has already filed its reply dated 11'" March, 2013 which is still under
examination at the ROC office. The Petitioner Company will take necessary steps as per
the findings of the ROC with regard to the aforesaid scrutiny. It may be noted that the

present Scheme is for reduction of capital and the Petitioner Company will remain

existence existence after the reduction of capital.

c. Upon the Scheme coming into effect, the Face Value and the Paid-up Value of each of
the Equity Share of the Company shall be reduced to Rs. 2 per share. We confirm and
undertake that the necessary compliance with the provisions of the Companies Act,
2013, will be made and necessary e-forms will be filed with the ROC for meodification of
the Authorised Share Capital of the Petitioner Company with regard to change the face

value of Equity Shares from Rs. 10 to Rs. 2 per share, in terms of the Scheme.”

The above undertaking is taken on record and Regional Director does not have any further
objection. It is made clear that the confirmation granted herein shall be subject to all
compliance with not only FEMA/RBI regulations but also other laws whether it be fiscal or
otherwise which may have a bearing on the proposed reduction to equity share capital as

enunciated in the petition.
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In relation to paper publication, the same seems to have been effected on 02.03.2017, in
compliance with the order of the Hon'ble High Court and it is stated by the Petitioner that save
the publication to be made in the website of the petitioner of which it does not maintain one.
Further it is stated on Affidavit that neither the counsel nor the Petitioner has received any
objection subsequent to effecting the paper publication by the Petitioner in relation to the

reduction of share capital.

5. Taking into consideration the above, there being no objections from any quarter in
relation to the reduction of capital as contemplated by the petitioner Company, this Tribunal do
order as follows:-

(1) That the reduction of the share capital of the above company resolved on and effected
by the special resolution passed at a general meeting of the said company held on the 28th day
of September, 2016, which resolution was in the words and figures following, viz,

Resolved That pursuant to Section 100 to 104 and other applicable provisions, if any, of the
Companies Act, 1956, Article no. 13 of Articles of Association of the company and applicable
regulations of SEBI ( Listing Obligations and Disclosure Requirements) Regulations, 2015, and
subject to the approval of the Hon'ble High Court of Delhi and subject to such other concerned
authority, body or institution, if any, (hereinafter collectively referred to as “the concerned
authorities”) as may be required and subject to such other conditions or guidelines, if any, as
may be prescribed or stipulated by any of such concerned authorities, from time to time, while
granting such approvals, consents, permissions or sanctions; the consents, permissions or
sanctions; the consent of the members of the Company be and is hereby accorded for the
reduction of share capital of the Company by 80% and writing off the entire accumulated losses

of the Company as on 31* March, 2016, against such reduction of capital.

Resolved Further that the terms and conditions of such Reduction of Capital which, inter-alia,
include the following:

a. The paid up value of each Equity Share of the Company will be reduced from Rs. 10 per

M& to Rs. 2 per share and the total paid up Share Capital of the Company shall be
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reduced from Rs. 49,14,84,980 divided into 4,91,48,498 equity Shares of Rs. 10 each,
fully paid-up, to Rs. 9,92,96,996 divided into 4,91,48,498 Equity Shares of Rs. 2 each,
fully paid-up.

b. The entire accumulated losses of the Company being the debit balance of Profit & Loss
Account to the tune of Rs. 37,32,77,301 as per the audited Balance Sheet of the

Company as on 31% March, 2016, will be written off against such Reduction of Capital.

c. The difference between the amount of reduction in Share Capital and the amount of
debit balance of Profit and Loss Account Written off, shall be credited to the Capital
Reserve Account,

d. The Reduction of Capital shall be on proportionate basis and all the pre-reduction

sharehalders will remain as the shareholders of the Company even after the Reduction
in the same proportion.

Be and are hereby approved.

(2)  That the petitioner company in view of confirmation the reduction of its capital shall for

a period of two years from the dare of this order add to its name as the last words thereof the
words “and reduced”.

(3) That the minute set forth in the schedule hereto be and is hereby approved.

(4] That a certified copy of this order including the minute as approved be delivered to the
Registrar of Companies within thirty days of receipt of the order and paper publication
confirming the reduction by this Tribunal of the Equity share capital shall also be issued in the

same newspapers as published earlier in the prescribed format within a period of thirty days
from the date of this order.
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SCHEDULE

“The paid up capital of Network Ltd is henceforth Rs.9,82,96,996 (Rupees nine crore eighty two
lac ninety six thousand nine hundred and ninety six) divided into 4,91,48,498 (four crore ninety
lac forty eight thousand four hundred ninety eight) Equity shares of Rs. 2 (Rupees two) each.”
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THE HIGH COURT OF DELHI AT NEW DELHI
{ORIGINAL JURISDICTION)
COMPANY PETITION N()[‘EE&J 2016
IN THE MATTER OF THE COMPANIES ACT, 1956 (1 OF 19586}

SECTIONS 100 T 104
AND

IN THE MATTER OF

REDUCTION OF SHARE CAPITAL OF NETWORK LTD

AND

IN THE MATTER OF

NETWORK LTD

PETITIONER COMPANY

MEMO OF PARTIES

| 1. | Network Ltd , |
A Company incorporated under the | |

provisions of the Companies Act, 1956

and having its registered office at W-3%9,

Okhla Industrial Area, Phase-1l, New (PETITIONER

| Delhi-110 020 | COMPANY) |




cev B Goel, Advocate
or Rajeev Goel & Associates
Counsel for the Petitioners
745, Pocket-E, Mayur Vihar-1l
NH-24, Delhi 110 091

Place: New Delhi Mobile: 93124 (9354
Date: 4 1 N0/ M6 e-mail: rajeevd91@gmail.com
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ANNEXURE No. 4 ~ /0 @f

SCHEME OF REDUCTION OF CAPITAL
OF
NETWORK LTD
AMND ITS RESPECTIVE SHAREHOLDERS AND CREDITORS

UNDER SECTIONS 100 TO 104 OF THE COMPANIES ACT, 1956

A. Preamble of the Scheme:

This Scheme of Reduction of Capital is made by MNetwork Ltd {the
Company) pursuant to the provisions of sections 100 to 104 of the
Companies Act, 1956 and other applicable provisions, if any. The
Scheme provides for the reduction of share capital of Network Ltd by
80% on proportionate basis [by reducing the paid up value of sach
Equity Share from 710 per share to #2 per share] and writing off its
entire accumulated losses as on 31" March, 20186, against such
reduction of capital.

Rational and purpose of the Scheme:

The present issued, subscribed and paid-up share capital of the
Company is $4%,14 84,980 divided into 4,91,48,498 Equity Shares
of ¥10 each. As on 31" March, 2016, the Company has accumulated
losses (debit balance of Profit & Loss Account] to the tune of
¥37,32,77,301, Capital of the Company has been lost ta this extent,

In order to re-align the relation between capital & assets; and to
accurately and fairly reflect the llabilities & assets of the Company in
its books of accounts; and for better presentation of the financial
position of the Company, the Board of Directors has decided to write
off the accumulated losses against reduction in the share capital of
the Company in accordance with section 100 to 104 of the
Companies Act, 1956 and other applicable provisions.

A



e

122

C. Parts of the Scheme of Reduction of Share Capital:
This Scheme provides for matters connected with the aforesaid
reduction of capital. Accordingly, this Scheme is divided into the
followlng parts:
i. Part-1 which deals with the Definitions and Share Capital;
ii. Part-2 which deals with the Reduction of Share Capital;

ifi. Part-3 which deals with the General Clause, other Terms
and Conditions;




PART 1

DEFINITIONS AND SHARE CAPITAL

DEFINITIONS

In this Scheme, unless repugnant to the meaning or context thereof, the
following expressions shall have the meaning as under:

1.1

1.2

1.3

1.4

1.5

“Act” means the Companies Act, 1956 (1 of 1956), the
Companies Act, 2013 (18 of 2013}, to the extent applicable, and
the Rules made there under, as the case may be.

“Board of Directors” in relation to the Petitioner Company,
shall, unless it is repugnant to the context or otherwise, include a
Committee of Directors or any person authorised by the Board of
Directors or such Commititee of Directors.

“pPetitioner Company” or “the Company” means Network Ltd
[Corporate Identification Mo. (CIN); L 32209 DL 1989 PLC
034797] being a company incorporated under the provisions of
the Companies Act, 1956, and having its registered office at W-
39, Okhla Industrial Area, Phase- 11, New Delhi-110 020,

The Petitioner Company was originally incorporated under the
provisions of the Coempanies Act, 1956, as a public limited
company with the name and style as ‘Network India Ltd' wvide
Certificate of Incorporation dated 25" January, 1989 issued by
the Registrar of Companies, Deihi & Haryana, New Delhi. The
Company was Issued Certificate for Commencement of Business
dated 8" January, 1990 by the ROC, New Delhi, The name of the
Company was changed to ‘Metwork Ltd’ vide Fresh Certificate of
Incorporation dated 9 November, 1990 issued by the Registrar
of Companies, New Delhi,

“Effective Date” means the date on which the certified copy of
the order passed by the Hon'ble High Court of Delhi sanctioning
the Reduction of Capital is filed with the Registrar or Companies,
Delhl & Haryana, New Deihi. Any reference in the Scheme to
"upon the Scheme becoming effective” or "effectiveness of the
Scheme" ar "Scheme coming into effect™ shall mean the "Effective
Date”™,

"Record Date” means the date to be decided by the Board of
Directors or a committee for the purpose of giving effect to the
orders of the Hon'ble High Court sanctioning the Scheme.




1.6

1.7

1.8

“Scheme” means this Scheme of Reduction of Capital as
provided herein in its present form or with such alterations/
modifications as may be approved or Imposed or directed by the
any of the Regulatory Authorities and may be approved by
Han'ble High Court.

“Shareholders” means the person registered (whether
registered owner of the shares or beneficial owner of the shares)
as holder of equity shares of the Company. The word
"Shareholder" and "Member" are used to denote the same
meaning and are used interchangeably.

"Shares" means the equity shares of ¥10 each of the Company
unless otherwise specified in the context thereof,

SHARE CAPITAL

The present Authorised Share Capital of the Petitioner Company is
#58,50,00,000 divided into 5,2500,000 Eguity Shares of 10 each
aggregating ¥52,50,00,000 and &,00,000 Prefergnce Shares of 100
each aggregating 76,00,00,000. The present lssued, Subscribed and
Paid-up Share Capital of the Company is 749,14,84,980 divided into
4,91,48,498 Equity Shares of ¥10 each, fully paid-up.

b LA
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PART 2

REDUCTION OF CAPITAL

2.1 Reduction of Capital of the Company

a. Upon the Scheme coming into effect, the paid up value of

b.

e

each Equity Share of the Company will be reduced from 210
per share to T2 per share and the total paid up Share Capital
of the Company shall be reduced from 349,14,84,980 divided
into 4,91,48,498 Equity Shares of 210 each, fully paid-up, to
%0,82,56,996 divided intc 4,91,48,498 Egulty Shares of 22
each, fully paid-up. The Reduction of Capital shall be on
proportionate basis and all the pre-Scheme sharehalders will
remain as the shareholders of the Company even after the
Scheme in the same proportion.

Upon the Scheme coming into effect, the entire accumulated
losses of the Company being the debit balance of Profit & Loss
Account to the tune of %37,32,77,301 as per the audited
Balance Sheet of the Company as on 31* March, 2016, will be
written off against the aforesaid Reduction of Capital.

The difference between the amount of reductlon in Share
Capital and the amount of debit balance of Prafit and Loss
Account written off, shall be credited to the Capital Reserve
Account.

- Upon the Scheme coming into  effect, all the Equity

Shareholders holding Equity Shares of #10 each will continue
te hold the same number of Equity Shares. However, the Face
Value and the Paid-up Value of each of the Equity Share shall
be reduced to 72 per share.

Mo fractional shares will be created in the process of reduction
of capital,

The Pre and Post Reduction Shareholding Pattern of the
Company will be as follow:

1 S e .
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Particulars Pre-Scheme Post-Scheme
Mo. of Yo Mo. of %o
Shares Shares
(¥10 each) | {¥2 each)
Promoters & 2,97,49,583 60.53 | 2,97,49,583 60.53
Promoters’
Group ol |
Public Holding 1,93,98,915 39.47 | 1,93,98915 39.47
Total 4,91,48,498 | 100.00 | 4,91,48,498 | 100.00
f. In respect of the equity shares in the Company already held in

2.2

demateriallzed form, as on the Record Date, necessary
corporate action shall be executed with National Securities
Depository Limlted (NSDL) and Central Depository Services
{India) Limited {CDSL) for effecting the aforesaid reduction of
capital, In respect of the eguity shares of the Company held
in physical form, as on the Record date, each such equity
shareholders of the Company holding such share shall have
the option, to be exercised by way of giving @ notice to the
Company on or before the Record Date, to record the Equity
Shares of ¥2 each of the Company, either in physical form or
in a dematerialized form, provided howewver, in case of the
latter, the said notice shall contain the details of the
relevant depository account. In the event that such notice has
not been received by the Company in respect of any eguity
shareholder, the Eguity Shares of ¥2 each of the Company
shall be issued to such shareholders in physical form.

The present Scheme is proposed for reduction of capital of the
Company in terms of Section 100 to 104 of the Companies
Act, 1956, and other applicable provisions, if any. The
Scheme does riot envisage transfer or vesting of any of the
properties and/for liabilities of the Company to any person of
entity. The Scheme also does not involve any conveyance or
transfer of any property of the Company and conseguently,
the order of the Hon'ble High Court, approving the Schere
will not attract any stamp duty, under the Stamp Act, in this
regard.

Alteration of Authorized Capital
Upon this Scheme becoming effective, the authorised share

capital of the Cormpany shall be modified with regard to the
face value of Equity}Shares from %10 to 32 per share. Clause V
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2.3

3

2.4

@

of the Memorandum of Association and relevant article{s) of
the Articles of Association of the Company, if any, shall stand
modified/altered to give effect to the reduction in face value of
the Equity Shares of the Company from 210 to %2 per share,
without any further approval.

Accordingly, Clause V of the Memorandum of Association of
the Company shall, without any further act or deed, stand
replaced with the following Clause V:

The authorized share capital of the Company will be
#58,50,00,000 (Rupees fifty eight crore fifty lac only)
comprising of 26,25,00,000 (twenty six crore twenty five lac)
equity shares of #2 each (Rupees two each) and 600,000
Preference Shares of F100 each,

It is clarfied that the approval of the members of the
Company to the proposed reduction of capital and this
Scheme shali be deemed to be their consent/ approval also to
the alteration of the Memorandum and Articles of Association
of the Company as may be required under the Act

Compliance

The consent of the members of the Company to this Scheme
shall be taken through a special resolution under the
provisions of the Section 100 to 104 of the Companies Act,
1956,

The Scheme, if sanctionad, shall be fully in compliance with
the Securities and Exchange Board of Indla Act ["SEBI") Act,
and the Rules and Regulations made and the Circulars issued
theraunder.

Accounting treatment

Upon reduction of Capital, the nominal value and the pald up
value of the share capital of the Company shall be reduced
from 710 each to ¥2 each. The entire debit balance in the
Profit and Loss Account of the Company shall be written off
and the difference between the amount of Share Capital
reduced and the amount of debit balance of Profit and Loss
Account written off shall be credited to the Capital Reserve
Account.




2.5 The form of minutes proposed to be registered under section
103(1}{b) of the Companies Act, 1956 is as follows:

"The paid up capital of Network Ltd s henceforth
9,82,86,890 (Rupees nine crore eighty two. fac ninety six
thousand nine  hundred and ninety  six)  divided  into
4,91,48,4598 {four crore ninety one lac forty eight thouwsand
four hundred ninety efght) Equity Shares of 32 [Rupees twa)
each”,

s I#.I""-‘.‘I'k




3.1

3.2

3.3

3.4

3.5

PART 3
General Clause and Terms & Conditions
Impact of the Scheme on Employees/ Workers

The Scheme shall not have any adverse impact on the
employees/workers of the Company and they would, in fact be
generally benefited as Scheme would help in improving the
financial position of the Company.

Impact of the Scheme on Creditors

The proposed Reduction of Capital would not invalve either
the diminution of any liability In respect of un-paid share
capital or the payment to any shareholder of any paid-up
share capital, and accordingly, the provisions of section
101(2) of the Act will not be applicable. Hence, no creditor of
the Company will be adversely affected by the proposed
reduction of Capital.

Legal Proceedings

The Scheme would not affect any legal or other proceedings
by or against the Company.

Application to the Hon'ble High Court

The Company shall make application(s)/petition{s) under the
provisions of sections 100 to 104 of the Companies Act, 1956,
the Companies {Court) Rules, 1959 and other applicable
provisions, if any, to the Hon'hle High Court at Delhi or the
Mational Company Law Tribunal, as the case may be, and
other competent autherities, if any, for sanctioning of this
Scheme and other connected matters.

Modifications/Amendments to the Scheme

The Company through its Board of Directors may make or
assent, from time to time, on behalf of all persons concerned,
to any modifications or amendments to this Scheme or to any
conditions or limitations which the Court{s} andfor any
authorities under the law may deem fit to approve of or
impose and to resolve all doubts or difficulties that may arise
for carrying out this Scheme and to do and execute all acts,
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deeds, matters and things necessary for carrying the Scheme
into effect,

In order to give effect to this Scheme or to any maodifications
or amendments thereof, the Beoard of Directors of the
Company may give and are authorised to give all such
directions as may be necessary including directions for settling
any guestion, doubt or difficulty that may arise.

The Company shall be at liberty to withdraw from this Scheme
in case any condition, alteration or modification, imposed or
suggested by the Court(s) or any other competent authority,
is not acceptable to them; or as may otherwise be deemed fit
or proper by the Company.

3.6 Miscellaneous

a. Notwithstanding the reduction of Capital of the Company,
the listing benefit of the Company on all the Stock
exchanges where the existing eguity shares of the
Company are listed, shall continue.

b. Motwithstanding the reduction of Capital of the Company in
pursuance of the Scheme, the Company shall not be
required to add the word "And Reduced” to its name as the
|last words thersof,




