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NEWS AND UPDATES – 23 April 2010
UPDATES
RBI eases takeover norms for reconstruction companies
The RBI has made it easier for securitisation or reconstruction companies (SC/RC) to effect changes in or take over the management of the business of a borrower to help them realise dues. The central bank said changing or taking over of the borrower should be done by the SC/RC only after the proposal is examined by an independent advisory committee of professionals having technical, finance and legal background. The RBI said a SC/RC can exercise its power to take over when the amount due to it from the borrower is not less than 25 per cent of the total assets owned by the borrower. Further, the SC/RC can effect a change in or takeover the management of the business of a borrower where the borrower is financed by more than one secured creditor (including SC/RC) and secured creditors hold not less than 75 per cent of the outstanding security receipts. Under its latest guidelines, the change in or takeover of the management of the business of the borrower, the grounds for effecting a change in or takeover of management, among others, include, the borrower wilfully defaulting in repayment of the amount due; the SC/RC is satisfied that the management of borrower's business is acting in a manner adversely affecting the interest of the creditors; the borrower has without the prior approval of the secured creditors, sold, disposed of, charged, encumbered or alienated 10 per cent or more of its assets secured to the SC/RC.

Ceiling on remuneration of Chief Executives of Companies 

The Government has said that the Companies Act, 1956 does prescribed a ceiling on the remuneration of chief executives of companies. Giving this information in written reply to a question in the Rajya Sabha, the Minister for Corporate Affairs, Shri Salman Khurshid, said that the total managerial remuneration to be paid to a Board level CEO of a company having only one Whole Time Director or a Manager is 5% of the profit of the company and the total remuneration to be paid to all the Board level Directors together of a company, having more than one Whole Time Director or Manager, is 10% of the profit of the company under Section 198 of the Companies Act,1956. In case of companies having inadequate profit or making losses the remuneration is determined in accordance with the directions under Schedule XIII of the Companies Act, 1956.

However, the companies may pay more than the prescribed ceiling to their CEOs who are holding Board level positions with the approval of the Central Government as per provisions of the Companies Act, 1956, Shri Khurshid said. 

CASE LAW
Transfer of right to use goods
IL&FS Ltd. V. CVAT (Del.) [2010] (2 GST 39)
Decision:
Where goods are given on lease and rent is payable every month during tenancy of lease and, further, even as per terms of lease agreement, right to use accrues in favour of lessee only when he pays said rentals regularly each month, in such cases it was held to be deemed sale, i.e. transfer of right to use goods would accrue every month on payment.
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