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Summary

The Ministry of Corporate Affairs (MCA) on 22 October 2019 amended the Companies (Appointment and
Qualification of Directors) Rules, 2014. The amended rules introduce the requirement for every individual who
has been appointed or intends to get appointed as an independent director (ID) in a company to include

his/her name in the databank as maintained by the Institute?.

Further, the new rules also provide for the requirement by certain IDs to pass an online proficiency self-

assessment test conducted by the Institute in order to keep their name in such data bank.

Key highlights Voluntary application: Further, any individual,
including an individual not having a Director’s

Online application by IDs for including their
Identification Number (DIN), may voluntarily

name in the data bank apply to the Institute for inclusion of his/her name
The following individuals shall make an online in the data bank.

application to the Institute for including their name

in the databank maintained by the Institute. The Renewal of the name in the databank

application can be for a period of one year or five Lo . . o
The individual may renew his/her information in the

years or for lifetime.

data bank for a further period of one year or five

Who should apply Timeline for making years or for lifetime, within 30 days from the date of
application expiry of the earlier inclusion period®.

Individual who has Within 3 months from 1 If not renewed, the name of such individual shall

been appointed asan  December 2019 stand removed from the data bank. Please note, an

ID as on 1 December application is not required when the individual has

2019 lifetime registration.

Individual who intends = Before appointment Declaration by IDs

to get appointed as an . . . .
getappol IDs shall submit a declaration of compliance with

ID after 1 December
2019

the above requirements to the Board each time they

submit the declaration* with the company.

! Effective from 1 December 2019

2 The expression “Institute” means the ‘Indian Institute of Corporate Affairs at Manesar’, Haryana, notified under sub-section (1) of section 150
of the Companies Act, 2013 as the institute for the creation and maintenance of data bank of independent directors

8 Up to which the name of the individual was applied for inclusion in the data bank, i.e., one year or five years

4 Required under sub-section (7) of section 149 of the Act
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Online proficiency self-assessment test

Every individual shall pass an online proficiency self-

assessment test conducted by the Institute:

¢ within one year from the date of inclusion of

his/her name in the data bank, and
e with a score of not less than 60% in aggregate.

It is pertinent to note that the name shall stand
removed from the data bank on failure to pass the
test. However, there are limits on the number of
attempts an individual may take for passing such

test.

Exemption: The following individuals are not
required to pass the online proficiency self-

assessment test:

e Individual who has served for a period 10 years
or more as on the date of inclusion of his/her
name in the data bank as director or key

managerial personnel (KMP) of:

- a listed public company

- anunlisted public company having a paid-
up share capital of rupees INR 10 crore or
more

It has, however, been clarified that for the purpose
of calculating 10 years, the period during which an
individual acted as a director or KMP in two or more
companies at the same time shall be counted only
once.

Our comments

IDs perform functions that are critical to good
corporate governance. The amended rules will
improve their corporate literacy and will make the
IDs aware of their duties, roles and responsibilities

so that they can carry them out effectively.
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