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FAQs on SBO
[Pursuant to provisions related to Significant Beneficial Owner under Section 90 of Companies Act,
2013 read with Companies (Significant Beneficial Owners) Rules, 2018]

Definitions
1.
What is Beneficial Interest for the purpose of Section 90?
Ans. As per Section 89(10), for the purpose of Section 89 & Section 90, beneficial interest in a share
includes, directly or indirectly, through any contract, arrangement or otherwise, the right or
entitlement of a person alone or together with any other person to(i) exercise or cause to be exercised any or all of the rights attached to such share; or
(ii) receive or participate in any dividend or other distribution in respect of such share.
2.
Which company will be considered as a Reporting Company?
Ans. As per Rule 2 (f) of Companies (Significant Beneficial Owners) Rules,2018 read with Section
2(20) of Companies Act, 2013(“Act”), “Reporting Company” means;
i. a company incorporated under this Act or under any previous company law and;
ii. is required to comply with the requirements of Section 90 of the Act i.e. which has one or more
Significant Beneficial Owners
3.
Who is a Significant Beneficial Owner (“SBO”) u/s 90?
Ans. As per Rule 2(h) of Companies (Significant Beneficial Owners) Rules,2018, a “Significant
Beneficial Owner” in relation to a reporting company means an individual referred to in section
90(1), who acting alone, together, or through one or more persons or trust, possesses one or more
of the following rights or entitlements in such reporting company, namely:(i) holds indirectly, or together with any direct holdings, not less than 10% of the shares;
(ii) holds indirectly, or together with any direct holdings, not less than 10% of the voting rights in
the shares;
(iii) has right to receive or participate in not less than 10% of the total distributable dividend, or
any other distribution, in a financial year through indirect holdings alone, or together with any direct
holdings;
(iv) has right to exercise, or actually exercises, significant influence or control, in any manner other
than through direct-holdings alone.
4.
When is a person considered to hold right or entitlement directly under Clauses (i), (ii) and
(iii) of Rule 2 (h) of Companies (Significant Beneficial Owners) Rules,2018?
Ans. As per Explanation II, an individual shall be considered to hold a right or entitlement directly in
the reporting company, if he satisfies any of the following criteria, namely.(i) the shares in the reporting company representing such right or entitlement are held in the name
of the individual;
(ii) the individual holds or acquires a beneficial interest in the share of the reporting company under
section 89(2), and has made a declaration in this regard to the reporting company.
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5.
When is a person considered to hold right or entitlement indirectly under Clauses (i), (ii)
and (iii) of Rule 2 (h) of Companies (Significant Beneficial Owners) Rules,2018?
Ans. As per Explanation III of Rule 2(h) of Companies (Significant Beneficial Owners) Rules,2018, an
individual shall be considered to hold a right or entitlement indirectly in the reporting company, if
he satisfies any of the following criteria, in respect of a member of the reporting company, namely:(i) where the member of the reporting company is a body corporate (whether incorporated or
registered in India or abroad), other than limited liability partnership, and the individual,(a) holds majority stake in that member; or
(b) holds majority stake in the ultimate holding company (whether incorporated or registered in
India or abroad) of that member;
(ii) where the member of the reporting company is a Hindu Undivided Family (HUF) (through karta),
and the individual is the karta of the HUF;
(iii) where the member of the reporting company is a partnership entity (through itself or a partner),
and the individual,(a) is a partner; or
(b) holds majority stake in the body corporate which is a partner of the partnership entity; or
(c) holds majority stake in the ultimate holding company of the body corporate which is a partner
of the partnership entity.
(iv) where the member of the reporting company is a trust (through trustee), and the individual,(a) is a trustee in case of a discretionary trust or a charitable trust;
(b) is a beneficiary in case of a specific trust;
(c) is the author or settlor in case of a revocable trust.
(v) where the member of the reporting company is,(a) a pooled investment vehicle; or
(b) an entity controlled by the pooled investment vehicle, based in member State of the Financial
Action Task Force on Money Laundering and the regulator of the securities market in such member
State is a member of the International Organization of Securities Commissions, and the individual in
relation to the pooled investment vehicle,(A) is a general partner; or
(B) is an investment manager; or
(C) is a Chief Executive Officer where the investment manager of such pooled vehicle is a body
corporate or a partnership entity.
6.
What is meant by Majority Stake ?
Ans. As per Rule 2(d), “majority stake” means;(i) holding more than one-half of the equity share capital in the body corporate; or
(ii) holding more than one-half of the voting rights in the body corporate; or
(iii) having the right to receive or participate in more than one-half of the distributable
dividend or any other distribution by the body corporate;
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7.
What is meant by significant influence or control under clause (iv) of Rule 2(h) of
Companies (Significant Beneficial Owners) Rules,2018?
Ans. As per Rule 2 (i), “significant influence” means the power to participate, directly or indirectly,
in the financial and operating policy decisions of the reporting company but is not control or joint
control of those policies.
As per Section 2(27), “control” shall include the right to appoint majority of the directors or to
control the management or policy decisions exercisable by a person or persons acting individually or
in concert, directly or indirectly, including by virtue of their shareholding or management rights or
shareholders agreements or voting agreements or in any other manner.

8.
What is meant by “acting together” in the definition of SBO?
Ans. As per Explanation V of Rule 2(h) of Companies (Significant Beneficial Owners) Rules,2018, if
any individual, or individuals acting through any person or trust, act with a common intent or
purpose of exercising any rights or entitlements, or exercising control or significant influence, over a
reporting company, pursuant to an agreement or understanding, formal or informal, such individual,
or individuals, acting through any person or trust, as the case may be, shall be deemed to be ‘acting
together’.

General FAQs
9.
Whether the Board of Directors of the member entity will be considered to be “acting
together”?
Ans. The directors on the Board of Directors of the member entity act in their individual capacity,
therefore, they may not be considered to be acting together.
10. Whether persons acting together will be viewed in relation to the reporting company or also
at the level of member company?
Ans. The term acting together is mentioned in the definition of SBO. However, there is no specific
mention of this term in Explanation III which talks about indirect holdings. The Reporting Company
may consider that persons acting together will be viewed in relation to the reporting company only
and not at the level of member company. However, to err on the side of caution, it is advisable to
consider persons acting together in relation to the member entity also.
11. Whether relatives be considered as acting together?
Ans. The law is silent on whether relatives (within the meaning of Section 2(77) of the Act) will be
considered to be acting together or not. However, it is advisable to consider the relatives as acting
together.
12. Whether “shares ” as mentioned in Rule 2(h) of Companies (Significant Beneficial Owners)
Rules,2018, include other securities also?
Ans. As per Explanation VI to Rule 2(h), the instruments in the form of global depository receipts,
compulsorily convertible preference shares or compulsorily convertible debentures shall be treated
as ‘shares’.
3

Governance I Risk I Compliance

Here's a quick self assessment checklist
1. Do you have a framework to monitor Compliances across all
entities, locations and departments?
2. Do you have centralized repository of all your Contracts?
3. Are you able to easily manage Litigation dates, documents and
orders?
4. Are you able to keep track of changes in all applicable Laws?
5. Are you able to pro actively track expiry dates of all Registrations
and Licenses?
6. Do you have a system to monitor Audit findings till closure?
7. Do you store your key Compliance documents digitally?

If you think Compliance is costly, try Non-Compliance!

D

Mobile version available

emindslegai™
SIM P L IF YIN G

L AW

Governance, Risk & Compliance Software

�

l
�

0

Compliance
Track & Monitor
Compliances

Legal Updates
Get real time Legal
Updates for 650+
Laws

Litigation
Track all open
Cases, Hearings
and Legal Notices

Contracts
Maintain repository
of all Contracts and
track expiry dates

�

Secretarial
Automate Corporate
Secretarial Records
and Compliances

Audit
Track Audit Findings
till Closure

Registrations
Maintain repository of all
Registrations and Licenses
and track expiry dates

•

Ii'

';ill:"
�

and many more .....

I

?

Why

../ Monthly Legal Updates
../ Robust Security

../ Premium Product
../ On-going Training & Support
../ Quarterly Software Upgrades

../ Stable Organization with a mission

Rely on Us. We rely on Experience!
• Corporate Laws • Tax Laws • Labour Laws • Environmental Laws • Industry Specific Laws

80+

Professionals

5 Partners

Each with 20+ years of experience
Gaurav Bhatra

Amil Saini

200+ Clients

In India and abroad
Anukrati Goyal

8J amit.saini@complinity.com 8J gaurav.bhatra@complinity.com 8J anukrati.goyal@complinity.com
98114 06675

98999 73003

97737 51210

544, Tower B-2, Spaze I-Tech Park, Sector 49, Sohna Road, Gurgaon 122018, Haryana, India

13.
Who will be considered as an SBO if the control of the ultimate holding company of the
reporting company is with the Government of any foreign country. Will the answer be different in
case the control is held by Indian government?
Ans. As per Rule 8 of Companies (Significant Beneficial Owners) Rules, 2018, if the ultimate control
is held by Central Government or by any State Government or Governments, or partly by the
Central Government and partly by one or more State Governments, the provisions of these rules are
not applicable.
It may accordingly be inferred that only Indian Government is excluded from the scope of these
provisions. Therefore, if the control of the ultimate holding company of the reporting company is
with the Government of any foreign country then the declaration in Form BEN-1 is required though
it may be practically impossible to seek such declaration.

14.
If the ultimate holding company is a listed company and no individual has a majority stake
in that company then who will be treated as SBO?
Ans. If there is no individual who holds a majority stake in the ultimate holding company, whether
listed or not, there is no Significant Beneficial Owner under clause (i), (ii) and (iii) of Rule 2 (h) of
Companies (Significant Beneficial Owners) Rules, 2018. However, it is still required to identify if
there is any individual such as CEO, President etc. of the ultimate holding company if he exercises or
has power to exercise significant influence or control as per clause (iv) of Rule 2 (h) of Companies
(Significant Beneficial Owners) Rules, 2018.

15.
What is the objective of introduction of Section 90 w.r.t. Significant Beneficial Owner and
the requirements in this regard?
Ans. The objective of Section 90 is to identify individuals who, acting alone or together, through one
or more persons or trust including person resident outside India, hold beneficial interest as defined
in Section 89(10) or other rights or entitlements as per clause (i) to clause (iv) of Rule 2(h) of the
Companies (Significant Beneficial Owners) Rules, 2018 in a company incorporated in India.
As per Section 90 read with Companies (Significant Beneficial Owners) Rules, 2018, if an individual
holds rights or entitlements (beneficial interest) indirectly, through one or more bodies corporate /
partnership entities / HUF/ trust / pooled investment vehicle or indirectly together with direct
holdings, in a reporting company, he will be deemed to be a Significant Beneficial Owner as defined
in Rule 2(h) of the Companies (Significant Beneficial Owners) Rules, 2018.
The Beneficial interest is determined on the basis of interest in shareholding, voting rights, share in
distributable dividend as well as through significant influence and control as mentioned in Rule 2(h)
of the Companies (Significant Beneficial Owners) Rules, 2018.
Further, as per Rule 2A, every Reporting Company is required issue a notice in Form BEN-4 to seek a
declaration from Significant Beneficial Owner and as per Rule 3 of the Companies (Significant
Beneficial Owners) Rules, 2018, every significant beneficial owner has to submit such declaration in
4

Form BEN-1 on or before 8th May, 2019 and within 30 days of any change thereafter to the reporting
company and the company has to file such declaration in e-Form BEN-2 within 30 days of receipt of
such declaration. In case no such declaration is received or the declaration received is not
satisfactory, the Reporting Company is required to apply to NCLT, within 15 days of the due date of
receipt of such declaration, for suitable orders as mentioned in Rule 7 of Companies (Significant
Beneficial Owners) Rules, 2018.
The Reporting Company is also required to maintain the records of Significant Beneficial Owners in
the Register of beneficial owners holding significant beneficial interest in Form BEN-3.
16.
90?

What are the major differences between provisions of Section 89 and provisions of Section

Particulars
Applicability

Layers
Interest

Section 89
Section 89 becomes applicable when
a person holds beneficial interest in
the shares of a company but he is
not the registered holder of such
shares i.e. when a person holds
shares as a nominee of any other
individual or a body corporate.
This section becomes applicable
even if a person holds a single share
as a nominee.
of Beneficial interest is considered only
upto one layer above the Reporting
Company.

Determination Beneficial Interest is determined
of Beneficial through holding of shares
Interest

Compliances

Responsibility

The beneficial holder and registered
holder have to give declarations to
the company in Form MGT-4 and
Form MGT-5 respectively within 30
days of acquiring such beneficial
interest and the Company is required
to file e-Form MGT-6 with the
Registrar within 30 days of receipt of
such declarations.
It is the responsibility of the
Beneficial holder and the Registered
holder to report to the Company
about their respective interest and
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Section 90
Section 90 becomes applicable
where one or more individuals
(significant beneficial owners) hold
rights or entitlements indirectly, in a
reporting company, through one or
more bodies corporate / partnership
entities / HUF/ trust / pooled
investment vehicle as defined in Rule
2(h) of the Companies (Significant
Beneficial Owners) Rules, 2018.
All the layers till such level an
individual who has significant
beneficial interest is identified are to
be overlooked.
Beneficial interest is determined on
the basis of interest in shareholding,
voting rights, share in distributable
dividend as well as through
significant influence and control.
The significant beneficial owner has
to submit declaration in Form BEN-1
on or before 8th May, 2019 and
within 30 days of any change
thereafter to the reporting company
and the company has to file such
declaration in e-Form BEN-2 within
30 days of receipt of such
declaration.
The company has to seek declaration
from Significant Beneficial Owner
and in case such declaration is not
received or the declaration received

the company is just required to is not satisfactory, to apply to NCLT
intimate to the Registrar for the for suitable orders as mentioned in
same.
Rule 7 of Companies (Significant
Beneficial Owners) Rules, 2018.
17.
Who has beneficial interest in case of Pledge of shares - Pledgor or Pledgee?
Ans. In case of pledge of shares, only security interest is created and no beneficial interest is
transferred. Therefore, the beneficial interest shall be considered in the hands of pledgor. However,
If the pledgee invokes the pledge for any default at the end of the pledgor or otherwise, the
beneficial interest is transferred to the pledgee who becomes the beneficial owner.
18.
Whether Foreign Individuals and Foreign Bodies Corporate are required to comply with the
provisions of Section 90?
Ans. As per Rule 2 (f), a “reporting company” means a company as defined in section 2(20) of the
Companies Act, 2013, required to comply with the requirements of section 90 of the Act. Therefore,
it may be inferred that Foreign Bodies Corporate are not required to comply with the provisions of
Section 90. However, those Foreign Individuals who are significant beneficial owners in Indian
reporting companies are required to file a declaration to that extent in Form BEN-1.
19.
If a person holds shares directly, whether he will be considered to be an SBO?
Ans. As per Explanation I of Rule 2(h) of Companies (Significant Beneficial Owners) Rules,2018, if an
individual does not hold any right or entitlement indirectly under sub-clauses (i), (ii) or (iii) (i.e. holds
shares directly only), then he shall not be considered to be a significant beneficial owner.
20. In case a Company has convertible securities in its capital structure, how will the shareholding
be determined?
Ans. As per Explanation VI to Rule 2(h), the instruments in the form of global depository receipts,
compulsorily convertible preference shares or compulsorily convertible debentures shall be treated
as ‘shares’. Accordingly, if a Company has convertible securities in its capital structure like
Compulsory Convertible Preference Shares(CCPS), Compulsory Convertible Debentures (CCDs), the
holding will be determined after full dilution of such securities.
21. Whether Stock options are to be counted for calculating the shareholding for SBO?
Ans. Stock options per se are not counted for calculating the shareholding, however, once the
option holders exercise such options and shares are issued pursuant to such exercise, those shares
will form part of shareholding and will be counted.
22. When is a Reporting Company required to issue notice in Form BEN-4?
Ans. As per Rule 2A of Companies (Significant Beneficial Owners) Rules,2018, every reporting
company is required in all cases where its member (other than an individual), holds not less than
10% of its;(a) shares, or
(b) voting rights, or
(c) right to receive or participate in the dividend or any other distribution payable in a financial
year, to give notice to such member, seeking information in Form BEN-4.
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23. How will the company seek information from various persons about SBOs?
Ans. As per Section 90(5) of Companies Act, 2013, Company is required to give notice to its
members seeking information from various persons about SBOs in Form BEN-4
24. Is BEN-4 required to be issued if the Reporting Company has already received declaration in
BEN-1?
Ans. The objective of these provisions is to identify the SBO and if the declaration in Form BEN-1 is
already received from the SBO, then BEN-4 is not required to be issued. However, Rule 2A(2)
suggests that a company is required to issue a notice in Form BEN-4, hence it is advisable to issue
Form BEN-4 in all the cases.
25. Is there any format prescribed to maintain details of SBO by the Reporting Company?
Ans. As per Section 90(2) read with Rule 5 of Companies (Significant Beneficial Owners) Rules, 2018,
every reporting company shall maintain a register of significant beneficial owners in Form BEN-3.
26. When will the Reporting Company be considered to be non-compliant?
Ans. The Reporting Company shall be considered to be non-compliant in the following cases:
a) If declaration from SBO in Form BEN-1 is received by the Reporting Company and Form BEN-2 is
not filed.
b) If declaration from SBO in Form BEN-1 is not received by the Reporting Company and Form BEN-4
is also not issued by the Reporting Company.
27. What is the penalty for non-compliance of Section 90?
Ans. Following is the penalty provision under Section 90:
1. For not filing of declaration u/s 90(1) by significant beneficial owner:- imprisonment for a term upto 1 year or;
 fine of Rs. 1 Lac upto 10 Lac (one time failure), or with bothand
 further fine upto Rs. 1000 every day during which the failure continues (contin-uing failure)
2. For not maintaining Register in BEN-3 or non-filing of BEN-2 by the Company or denying
inspection as per Section 90(3)by the Company the company &every officer in default:- fine of Rs. 10 Lac upto Rs. 50 Lac (one time failure), and
 further fine which may extend to Rs. 1000 for every day after the first during which the failure
continues (continuing failure)
3. For willfully furnishing any false or incorrect information or suppressing any material information
of which any person is aware in the declaration made under this section, such person shall be liable
to action under section 447.
28. In case of a closely held Private Company, where the SBO is a Dad, will his wife and kids be
considered as SBO too, by way of control or by way of significant influence?
Ans. If an individual is an SBO and no declaration is received from any relative having any infuence
or control, then SBO will be that individual only. A mere relation between the individuals will not
govern interest in the Reporting Company.
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29. Is it mandatory to issue BEN-4 to corporate members even if they are declaring voluntarily?
Ans. 0Reporting Company shall issue notice to it's Corporate Members by 8th May, 2019 only if
BEN-1 has not been received.
30. If BEN 4 is issued to the member but the Reporting Company didn't receive the declaration.
Whether is it required to go to NCLT?
Ans. As per Section 90(7)of Companies Act, 2013, the Reporting Company will have to apply to
NCLT within 15 days of expiry of period specified in notice if the Reporting Co. is not satisfied.
31. If a company does not fall under the definition of "reporting company", then still it has to give
notice under BEN-4?
Ans. Notice is not required to be issued in such case.
32. Is there any penalty prescribed for not serving BEN-4 if the company has received BEN-1 ?
Ans. No penalty has been prescribed however, ROC has discretionary powers to impose general
penalty, if required.
33. If a Director is holding majority stake in ultimate holding company then whether he will be
treated as holding interest directly and indirectly in the company?
Ans. The Director will be treated as holding interest indirectly in the Indian Reporting Company.
34. What should be the date of acquiring Significant Beneficial Interest?
Ans. The date of entry in the register of members of the Company will be considered as date of
acquiring Significant Beneficial Interest.
35. The Reporting Company didn't issue Form BEN -4 to shareholder, however, a normal email
was sent. Shareholder confirmed that there is no SBO over an email. What is required to be done
in this case?
Ans. Since the member company has confirmed that there is no SBO, SBO rules are not applicable
on the company and nothing is required to be done in cush scenario.
36. If member in the Reporting Company is a specific irrevocable trust, then who will be
considered as SBO ?
Ans. Where the member of the reporting company is a specific trust, its beneficiary(ies) will be
considered as SBO.
37. If shareholder of the reporting is a Trust. As per the prescribed rules, Trustee will be SBO. In
case such Trustee is a Company and then what is required to be done in this scenario?
Ans. In this case, the SBO in the Company, which is the trustee will be considered to be the SBO of
the trust.
38. If the member of the reporting company is a Discretionary Foreign Trust and the Trustee of
that Trust is a Body Corporate. Who will be considered as an SBO? Will it be the Authorised
Signatory of the Trustee?
Ans. In such case, the Authorised Signatory will be considered as an SBO only if exercises significant
influence/ control over the Reporting Company.
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39. If no SBO is indentified and consequently e-Form BEN-2 is not filed, then whether BEN-3 is
required for maintaining the records?
Ans. Records in BEN-3 are required to be maintained even if there are no entries.
40. Shareholding on which date to be considered for identification of SBO?
Ans. Shareholding as on 8th February, 2019 is to be considered for identification of SBO.
41. Will relatives under the CA 2013 of an individual fall within the meaning of the term 'acting
together'??
Ans. In general, relatives do not fall under the category of acting together. But in case they declare
that they are acting together then they will be considered as acting together.
42. How to find out SBO if the member who is holding more than 10% of shares is a minor with a
family member as a guardian?
Ans. The holding of shares by a Minor through a guardian amounts to Direct holding and will not be
considered under the provisions of SBO.
43. Who will be SBO in case of specific revocable trust ?
Ans. As per 2(i)(iv) of SBO rules, the Indvidual who is a beneficiary shall be the SBO in case of specific
revocable trust.
44. From where we can get FRCN for a foreign company ?
Ans. FCRN can be extracted from MCA.
45. What is a specific trust?
Ans. Where the individual shares of the beneficiaries are determinate, the trust is termed as
“Sprecific Trust”.
46. If an individual is holding 1% share as nominee shareholder and also holds 49% indirectly, will
his direct holding as nominee clubbed with his indirect holding ?
Ans. Shareholding as Nominee will be included to count the Indirect holding also, therefore his
shareholding will be clubbed.
47. If there is no Individual holding in the Company i.e there is a structure where shares are held
by Body Corporates, but there is no Individual identified as an SBO? What is required to be done
in such case?
Ans. Nothing is required to be done in this case. No declaration to be received and no form is to be
filed.
48. What will be done in case the Ultimate Holding Company is China government?
Ans. In such a case, technically BEN-1 should be taken, however, on a practical side it is not possible.
49. If significant influence is there but no majority stake exists, then how can we tick in the form
that the SBO holds majority stake as it is mandatory to fill that in the form?
Ans. If an SBO is having significant influence but no majority then in that case zero shall be entered
for "Number of member through whom SBO has Significant beneficial Ownership"and then in the
column E significant influence can be mentioned without mentioning majority stake.
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50. How to identify Significant Influence?
Ans. Significant Influence can be determined by the definition as given in the Rules.
51. Where the Body corporate is a holding Company and Venture Capital firm holds majority stake
in the holding Company. How SBO is to be determined?
Ans. If the Venture Capital Firm is registered with SEBI as Alternate Investment Vehicle (AIF), then t
is exempted. However, if the Venture Capital Firm is registered out side India as a pooled
investment vehicle, then the General partner/ CEO can be considered as the SBO.
52. Ultimate holding company is a foreign listed company, controlled by different branches of a
family. How do we establish that they are not acting together?
Ans. If they will declare that they are acting together then only they will be considered, no
assumptions can be taken.
53. Does the holding of minor be considered for identifying SBO???
Ans. A minor holds share through a Guardian, therefore, Guardian can be considered for identifying
SBO not the minor.

FAQs related to Applicability
54. What is the actual global existence of SBO. Is it applicable worldwide or just few countries, the
conditions are same as India or different?
Ans. The rules under Section 90 of Companies Act, 2013 applies to Indian Companies, however, SBO
can be any person worldwide.
55.
Will the Minister of Finance (Foreign Company) be treated as an Individual for the purpose
of identifying SBO?
Ans. Minister of Finance will be treated as an SBO if he is as SBO in his individual capacity and not
merely because of his professional capacity as holding position of Minister
56. In a reporting company, a Company is a member holding preference shares in the company.
Will provisions of SBO be applicable in this case?
Ans. Provision of SBO will be applicable on Preference shares.

FAQs related to Exemptions
57. When are the provisions of Section 90 not applicable to a Company?
Ans. Section 90 is not applicable when the entire shareholding is held by the individuals directly.
Further, as per Rule 8, the provisions of these Rules are not applicable to the extent the shares of
the Reporting Company are held by:
(a) the authority constituted section 125(5) of the Act;
(b) its holding reporting company:
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Provided that the details of such holding reporting company shall be reported in Form No. BEN-2.
(c) the Central Government, State Government or any local Authority;
(d) (i) a reporting company, or
(ii) a body corporate, or
(iii) an entity,
controlled by the Central Government or by any State Government or Governments, or partly by the
Central Government and partly by one or more State Governments;
(e) Securities and Exchange Board of India registered Investment Vehicles such as mutual funds,
alternative investment funds (AIF), Real Estate Investment Trusts (REITs), Infrastructure Investment
Trust (lnVITs) regulated by the Securities and Exchange Board of India,
(f) Investment Vehicles regulated by Reserve Bank of India, or Insurance Regulatory and
Development Authority of India, or Pension Fund Regulatory and Development Authority.
58. Will the exemption under Rule 8 applicable to Foreign Governments also?
Ans. Rule 8 doesn’t talk about exemption to Foreign Government therefore, the same will not be
exempted.

FAQs related to Form BEN-1
59. Who is required to give declaration in Form BEN-1?
Ans. As per Rule 3 of Companies (Significant Beneficial Owners) Rules,2018, an individual who is a
SBO as defined in Rule 2 (h) is required to give declaration in Form BEN-1.
60. By when an SBO is required to give declaration in Form BEN-1 ?
Ans. As per Rule 3(1) of Companies (Significant Beneficial Owners) Rules,2018, every SBO is required
to give declaration in Form BEN-1 to the Reporting Company on or before 8th May, 2019.
Further, as per Rule 3(2), every individual who subsequently becomes an SBO or where his
Significant Beneficial Ownership undergoes any change, he is required to file declaration in Form
BEN-1 to the reporting Company within 30 days of acquiring such ownership or any change therein.
61. Whether a direct holder of shares also has to give declaration in Form BEN-1?
Ans. If a person holds shares directly only, he will not be considered as SBO and therefore he is not
required to give declaration in Form BEN-1 to the Reporting Company in which he holds such shares.
However, if a person holds shares directly as well as indirectly and falls under the criteria defined in
Rule 2(h), he will be required to give such declaration.
62. Form BEN-1 requires a copy of agreement to be attached in case a person has Significant
Influence or control. How will the compliance be done if there is no such agreement?
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Ans. In case there is no such agreement, then any other relevant document indicating significant
influence or control may be considered as a valid attachment.
63. Does an Individual Shareholder of Parent Entity in Foriegn Country holding less than 50%
shareholding need to submit BEN-1 form to the Indian Subsidiary?
Ans. He will not be considered as an SBO on the basis of shareholding as he is not holding majority.
However, if he is having significant influence or control, he can be regarded as an SBO.
64. Declaration in Form BEN-1 is responsibility of company or SBO?
Ans. It is responsibility of SBO to provide declaration in BEN-1 within stipulated time.The
responsibility of Reporting Company is to issue BEN-4 and apply to NCLT if BEN-1 is not received or if
they are not satisfied.
65. If the ultimate holding company of an Indian subsidiary is a Body Corporate outside India and
a guarantee company having no share capital. How will the SBO be determined in this case?
Ans. SBO will be determined by virtue of Significant Inflluence or Control over the Reporting
Company.
66. In Case we have two member Companies, then how to file BEN-1 Declaration?
Ans. Check if your member company holds more than 10% shares in reporting company, and
identify an individual holding majority stake in such member company. Please also check if any
individual exercises significant influence or control either directly or indirectly through the member
company(ies).
67. If BEN-1 is not received from the SBO(in ultimate shareholder), and Form BEN-4 has not been
issued within due timelines. Is it possible to issue BEN-4 with a current date?
Ans. In this case, not issuing of BEN-4 will be treated as non-compliance as per the Companies
(Significant Beneficial Owners) Rules, 2018.
68. A company having 3 members including 2 individual & 1 Body Corporate, and in that Body
Corporate the majority stake held by LLP. Whether LLP is liable to declare SBO in form BEN-1?
Ans. Where the member of the reporting company is LLP, SBO will be the individual who:
(a) is a partner; or
(b) holds majority stake in the body corporate which is a partner of the partnership entity; or
(c) holds majority stake in the ultimate holding company of the body corporate which is a partner of
the partnership entity.
Therefore, in this case, all the partners will be considered as SBOs.
69. What are attachments to Form BEN-1 as nothing has been specified in Act or Rules?
Ans. In the case of receipt of BEN-1 for exercising significant influence or control by an Individual
over the reporting company, a copy of Agreement substantiating such significant influence or
control may be attached.
70. In case of radio button no. 1, the CIN number of Reporting Company is filled, please explain
which CIN number is required to be filled in case the BEN-1 is received from the Ultimate Holding
Reporting Company?
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Ans. The CIN number of the Holding Company of the Reported Company is required to be filled in
the form in the first Radio button.
71. If Company has not received any BEN-1 till 30th July i.e. the last date of giving the declaration,
then in that case what is the timeline to move an application to NCLT?
Ans. The last date for receipt of BEN 1 was 8th May, 2019 and time line of moving to NCLT was 15
days from the due date of receiving form BEN 1.
72. A reporting company is wholly owned subsidiary of holding company. Will the holding
company give declaration in Form BEN-1 to the reporting company?
Ans. The Holding Company will give BEN-1 as received from its SBO and then same form BEN 1 will
be used in filing of BEN 2 for both Holding Company and its subsidiary Company.
73. Whether separate BEN -1 will be required for each reporting company which is a step down
subsidiary of ultimate holding reporting company?
Ans. If the Ultimate Holding Company is also required to report BEN-2, then subsidiary companies
are only required to inform CIN of the Holding Reporting Company and BEN-1 od Holding Reporting
Company as an attachment.

FAQs related to e-Form BEN-2
74. What is the relevance of “ID” in forms BEN-1 and BEN-2?
Ans. It appears that an ID will be generated for SBO upon filing of Form BEN-2 which will be used
whenever the details of an SBO are required to be changed. However, as of now there is no clarity
whether the said ID will be generated at an individual level for each SBO (just like DIN for Directors)
or at an entity level for the respective SBOs of that entity.
75. After filing of Form BEN-2 by the Reporting Company, if there is a change in shareholding of
the SBO, whether declaration in Form BEN-1 is required to be given again?
Ans. As per Rule 3(2) read with Explanation, every individual, who subsequently becomes a
significant beneficial owner, or where his significant beneficial ownership undergoes any change
shall file a declaration in Form No. BEN-1 to the reporting company, within 30 days of acquiring such
significant beneficial ownership or any change therein.
Further, upon receipt of the revised declaration in Form BEN-1, the Reporting Company will be
required to file Form BEN-2 with the Registrar within 30 days of receipt of declaration in Form BEN1.
76. In case holding reporting company has filed BEN-2 , then what compliances are to be done by
Subsidiary company?
Ans. As per Rule 8(b),if the holding reporting company receives Form BEN-1 from its SBO and also
files Form BEN-2 then its subsidiary company shall not be separately required to obtain declaration
in Form BEN-1 from its SBO. However, the reporting company (subsidiary) is still required to file
Form BEN-2 providing details of its holding reporting company and attaching the BEN-1 declaration
received by the holding Company.
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77. Can same SBO ID be used in more than 1 company, if same person is SBO in more than 1
Company?
Ans. This is a technical error that form BEN-2 is not taking same SBO id for two companies. A ticket
may be raised for the same until MCA clarifies on this issue.
78. Whether e-Form BEN-2 is applicable to a Company limited by guarantee?
Ans. It is applicable on all the Companies except those mentioned in Rule 8 of SBO Rules, and the
Company limited by Guarantee is not exempted.
79. In case there is a change in shareholding of SBOs, will they be required to report the same to
the reporting company, or it is to be reported only when there is subsequent addition or deletion
in SBO of the reporting company?
Ans. Reporting for all the three changes are required to be reported i.e. change in shareholding,
subsequent addition or deletion in SBO of the reporting company.
80. e-Form BEN-2 does not accept the field “other Registration number”. Is there any combination
of digits that can be filled?
Ans. In such a case, there is no particular combination which can be filled in the form, however,
while entering any registration number you first need to check whether “Status of member” has
been correctly mentioned and still if it will not accept the Registration number then ticket is
required to be raised on MCA.
81. If Form MGT-6 was filed earlier u/s 89 wherein registered owner was an Individual and a firm
was beneficial owner. Is filing of e-Form BEN-2 applicable in this case?
Ans. Section 89 talks about holding beneficial interest whereas Section 90 talks about Significant
beneficial owner and the reporting are accordingly different. However, if a person has entered into
the Register of Beneficial owner then he is deemed to be a direct shareholder and hence e-Form
BEN-2 is not required to be filed.
82. SBO is exercising indirect control as well as significant influence in the reporting company but
without having majority stake in the member entity(member of the reporting company or
ultimate holding company of member of the reporting company), following issues are faced:
a) We are not able to fill Form BEN- 2, as when we put 1 in column- “Number of Members through
whom indirect holding or right in reporting company is being exercised”, Form is still asking for
majority stake in the member entity. Form BEN 2 does not allow to do check form if the respective
radio button is not selected.
b) If we put 0 in the column – “Number of Members through whom indirect holding or right in
reporting company is being exercised”, thereby disabling clauses A to D which includes majority
stake and enabling clause E of SBO and Form allow to do check form and we can file and upload
Form BEN 2.
Which one is the right approach?
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Ans. In such case, put zero in “No. of member through which control/significant influence is
exercised” and then fields A to D will be deactivated and then give details in Section E wherein no
majority stake is asked.
83. Which date is required to be put in field "date of acquiring SBO"???
Ans. Ideally, it should be the date from which the member is registered with reporting company or
the person regarded as SBO has taken that position in the member, whichever is later.
84. If Holding Company is not filing e-Form BEN-2 as it has no SBOs, then whether Subsidiary is
required to file e-Form BEN-2 for declaration of Holding Reporting Company. And if yes, then what
shall be the attachment as it is asking for declaration u/s 90 as mandatory attachment ?
Ans. In case Holding Company is not filing eForm BEN-2, then subsidiary is also not required to file
the Form as it has no SBO.
85. If the member of company is a body corporate and no individual is holding majority stake in
ultimate holding company, then do we require to file e-FormBEN-2?
Ans. In case no individual holds majority stake in the member of reporting Company, then eForm
BEN-2 is not required to be filed subject to applicability of significant influence or control.
86. In case of change of holding company from 08.02.2019 to current date. Whether Form with
earlier holding company is also required to be filed?
Ans. If the Holding Company is changed on 08.02.2019, the form will be required to be filed with
details of new Holding company.
87. The portal is generating SBO ID for each PAN per entity. On subsequent filing of form with
same SBO for another company, the form shows an error to insert SBO ID, however, on
mentioning the SBO ID, another error is there "CIN is not associated with this ID". What should be
done in such a scenario?
Ans. In such a case, ticket is required to be raised on MCA.
88. In Form BEN 2, even in case of a Foreign citizen, the system requires PAN validation to be
done. What is to be done in such scenario?
Ans. In such case, check form can be done even without putting PAN. So, that field can be left blank
in case of Foreign Citizens.
89. Is agreement mandatory in case of control or significant influence?
Ans. Although e-form BEN-2 does not prompt to attach an agreement in case a person has control
or significant influence, however, it is advisable to attach if any copy of agreement is available.
90. Do wholly owned subsidiaries need to file e-Form BEN 2 ?
Ans. Wholly-owned Subsidiary will be required to file Form BEN-2 by giving CIN of its Holding
Reporting Company and by attaching BEN-1 received by it’s Holding Reporting Company.
91. Is BEN-2 applicable only if any Company has an Individual as SBO?
Ans. The intent of Section 90 of Companies Act, 2013 is to identify individual who has significant
beneficial ownership in a Company and consequently Form BEN-2 is applicable only if such
individual is identified.
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92. If an SBO ceases to be an SBO and now there is no SBO in the Company then how BEN-2 is to
be filed?
Ans. Currently it appears that the e-Form BEN-2 doesn’t take care of this eventuality as on date.
93. Whether radio button no. 1 is required only in case of holding company or in case if the
member body corporate is not a holding company but is required to report BEN-2?
Ans. If the member body corporate is not the holding company of the reporting company but is
required to report BEN-2 as a separate reporting company, then two seperate BEN-2 will be filed i.e.
one by the Reporting Company and other by such member body corporate in its capacity as a
separate reporting Company.
94. Which date is to be mentioned in date of acquiring SBO interest as per e-Form BEN-2?
Ans. Either the date when the member got associated with the Reporting Company or when the
SBO acquired the shares in the member company, whichever is later.

FAQs related to practical issues
95. LLP is a member of reporting company and it holds 2% of shares. One of the partner of LLP
holds majority shares in the reporting company. Will that partner be considered as an SBO?
Ans. Partner’s indirect shareholding together with direct shareholding in the reporting Company
will be considered for calculating percentage and he will be the SBO.
96. If Mr. A is the promoter of Company (H Ltd), in which he is holding 89% and that H Ltd. is
holding further 67% in S Ltd., then how much percentage of holding of Mr. A in S Ltd. shall be
mentioned?
Ans. The shareholding to be mentioned in form BEN-1 and BEN-2 is the shareholding held by
member through whom the SBO is holding interest in the reporting Company. Therefore, shares
held by the member i.e. H LTd (67 %) should be mentioned in Form filed for S Ltd.
97. If in a company where member is a body corporate holding 54% stake and in the ultimate
holding company of that particular member, there are three individuals namely X, Y & Z who are
relative as per Companies Act, 2013, are holding 40%, 30% and 30% respectively in that body
corporate. Their ultimate holding in reporting company while calculating comes to around 12%,
9% and 9% respectively. Whether these individual are to be considered as significant beneficial
owner and how to report it?
Ans. In this case , X, Y, Z merely on the ground that they are relative shall not be deemed to act in
concert and regarded as SBO. In case they are acting in concert then only they will be regarded SBO
holding majority shares in ultimate holding company. It is not advisable to calculate propotionate
shareholding.
98. Who shall be considered as an SBO:
a) person with 10% shares through a member holding co. in reporting co.; or
b) person with majority stake in reporting company
Ans. Any person holding majority stake in the member holding Co. or ultimate holding Company, of
the reporting co. will be considered as an SBO. In this case, none of them will be considered as SBO.
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99. a) A Ltd. is a holding company.
b) B Ltd. is a subsidiary company of A LTD.
c) C Ltd is a listed banking company having its share holding in A LTD, where C Ltd. is not a
government company.
Now, who will file e-Form BEN-1 and to whom ?
Ans. Please check if there is any person or group of persons holding majority sharholding, if yes
than that person shall be the SBO and he shall give BEN-1 to A Ltd. and B Ltd. will also file same BEN1 in form BEN-2.
100. XYZ Ltd. is a Company holding 33% in reporting Company, where XYZ Ltd. is 100% owned
by a trust then who will give BEN-1 to reporting Company?
Ans. In this case the reporting company will be XYZ ltd and as per Explanation III (iv)
1. In case of discretionary trust/charitable trust- trustee
2. In case of specific trust- beneficiary
3. In case of revicable trust- author or settlor
So, depending upon nature of trust, BEN-1 will be received by Trustee or Beneficiary or
Author/Settlor.
101. A subsidiary company has a shareholder other than the Holding Company, which holds
30% stake. Does it have to declare SBO in addition to declaring CIN of the holding company?
Ans. Subsidiary Company will be required to declare SBO in addition to declaring CIN of the holding
reporting Company.
102. ABC Limited is a reporting company and there are two shareholders in the reporting
company. XYZ Private Limited which holds 40% share and PQR Limited holds 60% share in the
reporting company. In PQR Limited, Mr. Ram Holds 56% Shares and Ms Geeta holds 44% Share.
In XYZ Private Limited, There are 4 shareholders, Mr. L holds 25% shares, Mr. M holds 25% Shares,
Mr. N holds 20% shares and Mr. O holds 30% shares.
Q. 1 who will be the SBO for Reporting company (i.e. ABC Limited) required to give declaration in
BEN-1?
Q.2 Whether Ms. Geeta is Required to give Declaration in form BEN-1 as per explanation III and V
of rule 2(h)?
Q.3 Whether any of the shareholder L,M,N and O are required to give declaration in form BEN-1
to Reporting company (i.e. ABC Limited)?
Ans 1. Ram holding majority i.e. 56% of PQR Limited will be SBO who will be required to give BEN-1.
Ans 2. If Geeta is acting together with Ram as per Explanation V, she will have to give declaration in
Form BEN-1
Ans 3. If L, M, N and O are acting together leading to more holding more than 50% stake, they will
be required to give BEN-1.
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103. ABC Limited is a Reporting Company which is wholly owned subsidiary of XYZ Limited. In
XYZ Limited, Mr. Ram Holds 30% shares Directly and holds 26% shares through Ram(HUF)and Ms.
Geeta Holds 24% Shares. Mr. Ram is Karta of Ram (HUF). Whether Mr. Ram is required to give
declaration in form BEN-1 to Reporting Company i.e. ABC Limited?
Ans. The cumulative shareholding of Ram is 56% i.e. he holds majority stake in ABC Ltd, therefore,
he will be required to give declaration in Form BEN-1.
104. ABC Limited is Reporting Company which is wholly owned subsidiary of XYZ Limited. In XYZ
Limited, Mr. Ram Holds 56% shares and Ms. Geeta Holds 44% Shares.
Whether Ms. Geeta is required to give declaration in form BEN-1 for Reporting Company ABC
Limited as per explanation III and V of rule 2(h) ?
Ans. If Geeta is acting together with Ram (as per exlanation V), she will be required to give
declaration in Form BEN-1.
105. How indirect holding will be calculated in this case:
1) Mr. Ram Holds 99% in Co. A;
2) Co. A holds 100% in Co. B;
3) Co. B holds 56% in Co. C; and
4) Co. C holds 60% in D.
5) D is reporting Co. again B Co. holds 29% in D Co.
Ans. Ram will be considered SBO of Reporting Company holding 60% in the member.
106. If member of reporting company is a body corporate and members of such body corporate
are individuals not having majority stake. However, one of the member of such body corporate
exercises control over reporting entity by way of agreement. Will he be considered as SBO ?
If yes, how will the same be captured in the form as BEN-2 as in the form SBO has to necessarily
be a member. Is it because control or significant influence has to be checked for at first level only
as per definition of SBO.
Ans. The member of body corporate will be considered as SBO, if he/she exrcises control (as per the
definition of Control specified in SBO Rules) over reporting entity by way of agreement. As per Form
BEN-2, number of Members through whom indirect holding or right in reporting company is being
exercised has to be reported. It is not required that SBO holds shares in reporting Company.
107. A Ltd is holding 100% in B Ltd and there is no SBO in A ltd. Whether B Ltd is required to file
the form or not?
Ans. If there is no SBO by virtue of shares, voting right, dividend, control or significant influence,
Form BEN-2 is not required to be filed.
108. T Pvt. Ltd., being a reporting company, having private limited company as shareholder
holding 6% shares in company. The Shareholders of the Private Ltd Company doesn’t hold any
shares in reporting company. So in this case, whether the Company is required to approach Pvt.
Ltd. Company for obtaining Form BEN-1?
Ans. BEN-1 is required to be taken only if shareholding in Reporting Company is more than 10%.
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109. Is a Director of the Company who is holding less than 1% shareholding be considered as an
SBO?
Ans. The Director will not be considered as an SBO as he is holding less that 10%.
110. There are two shareholders A and B. A is holding 99.71% and B is holding 0.29%. Both are
companies. Further B is holding 100% shares of A and C is holding 100% shares of B. C is an LLP.
The LLP has 40 partners and none of them hold more than 3% in the LLP. Who will be considered
as an SBO in this case? Do we have to file form BEN 2?
Ans. As per the provisions of Section 90 read with Rules thereunder, in case of LLP, all the partners
of LLP will be considered as SBO.
111. If any company has 3 types of security say equity shares of Rs. 10 each, CCPS of 250 each
and CCPS Class B of 350 each. How will 10% be determined, on the basis of share or paid up value
?
Ans. For the purposes of the Companies (Significant Beneficial Owners) Rules, 20l8, compulsorily
convertible preference shares shall be treated as shares, hence total number of shares to be
considered for the purpose of calculation.
112. Where company A is holding of company T and company A doesn't have any shareholder
holding majority shares and also, they are not acting together. Who will give BEN-1 to company T
in this case ?
Ans. If any Individual is exercising significance influence or control over Company T, directly or
indirectly through Company A, then only Form BEN-1 is required to be provided by such individual.
113. In case a newly incorporated company proposes to allot its shares on 30 th July 2019. When
should BEN-1 to be received from the individual shareholders? How SBO will be identified for a
new company which will allot its shares on 30th July 2019?
Ans. Ownership in shares is determined by the possession of share certificates and unless share
certficates are issued to the subscribers to the MoA, there is no requirement of obtaining BEN-1.
The compliance may be made subsequently.
114. If a foreign company (Foreign subsidiary incorporated in India) has 60% stake in the Indian
company and rest 20% by Indian individuals each, who is required to file BEN-2 in this case?
Ans. The Indian Reporting Company is required to file e-Form BEN-2.
115. In a Reporting Company, CO1 is the Holding Company holding 99.99 %s and A1 is the
nominee shareholder of CO1 holding 0.01 % in Reporting Company. In CO1, A1, A2 & A3 holds
33.33% each and they are deemed to be acting together. Now,
a) What shall be the Direct Holding of A1 in the Reporting Company?
b) What shall be indirect holding of A1 in the Reporting Company?
Ans. In this case, A1 directly holds 0.1% and indirectly holds 99.99% acting together with A2 and A3.
116. Shares of HUF are gifted to the Karta on 5-March-19, so on 8-May-19, HUF has NIL shares:
1 - does HUF need to submit BEN - 1 as on 8.5.19 (within 30 days of) for change of shareholding
2 - does RC need to submit BEN-2 : twice, .... (letter ! of the law) or share holding on 8.2.19 ( &
generate SBO ID), & again, for change (to NIL) as of 8.5.19
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Ans. In such case, when the changed happened before 8th May, 2019 then no such reporting in BEN-1 and
BEN-2 is required.

117. Reporting company is having 2 SBOs viz. A Pvt Ltd holding 59% and B Pvt Ltd holding 13%
shares
A Pvt Ltd is a wholly owned subsidiary (WOS) of C Pvt. Ltd.
C Pvt. Ltd is having 2 SBOs viz. X HUF holding 25% and Y HUF holding 15%
1. In this case who are the SBO for which company?
2. Which of these companies have to file BEN-2?
3. What are the radio button to be selected in BEN-2 while filing the form of Reporting Company?
Ans. 1. Since there is no majority in C Pvt. Ltd., there will be no SBO
2. In absence of facts in B Pvt. Ltd. there will be no SBO.
3. Since there is no SBO, BEN-2 is not required to be filed.

118. Reporting company (A ltd) has 2 shareholders B & C ( body corporates outside India). B
holds 99% and C holds 1%. both B & C are related and have holding of 100% LLC (incorporated in
US) and this layer goes for 4 more layers but ultimately no one holds majority. How SBO can be
identified?
Ans. If noone holds majority stake, then there will be no SBO.
119. What if the Reporting Company has a 100% holding co. There are three shareholders
holding equal % of share in the holding co. i.e A1 A2 & A3. Also, A1 is a nominee shareholder
holding 0.1% shares as a nominee of 100% holding company. How shall be the reporting done ? Is
it correct to say that 100% is the indirect shareholding of A1 and 0.1% is the direct shareholding?
Ans. In this case , since noone is holding majority stake in the holding Company, there will be no
SBO and hence, no declaration is required.
120. Reporting company (A Ltd) has 2 shareholders B & C (both body corporates incorporated
outside india). B holds 99% and C holds 1%. How significant influence can be determined?
Ans. “Significant influence” means the power to participate, directly or indirectly, in the financial
and operating policy decisions of the reporting company but is not control or joint control of those
policies. Therefore, it has no relation with just holding the majority stake . Influence can be
determined basis power to operate policies or decision making.
121. In case a company who's shareholding pattern has changed between 8th February, 2019 to
9th May, 2019, whether the Company is required to seek two BEN-1 and file two BEN-2 for the
same, i.e. BEN-1 when the new rules came into effect and subsequent amendments. Also what
would be the last date for filing BEN-2 in case of subsequent amendments?
Ans. If there is any change in shareholding and subsequent change in SBO between 8th February to
9th May, then it shall be deemed that such change has happened on the date of expiry of 90 days
i.e. 9th May, 2019 and thererfore, last date to receive BEN-1 is 9th May, 2019 and BEN-2 is required
to filed by 30th July. Only single BEN-1 and BEN-2 will be required.
122. In a Reporting Company, 67% is held by Trust registered with SEBI and 23% held by Cooperative society. In the Trust, 50% is held by Govt and 25% each held by 2 other Co-op societies.
Whether trustees of Trust are treated as SBO where no one hold more than 50 %, but exact 50%?
Ans. In case the where the member of the reporting company is a trust (through trustee),
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and the individual,(a) is a trustee in case of a discretionary trust or a charitable trust;
(b) is a beneficiary in case of a specific trust;
(c) is the author or settlor in case of a revocable trust.
123. Whether first we have to check in the reporting company any body corporate holding
more than 10 % , after that only we have to check individual shareholders?
Ans. At first level, we need to check holding 10& or more by Body Corporate directly or indirectly
and at the above level we check the majority stake in the member.
124. If a body corporate is holding shares in the reporting company and an individual holds 1015% shares in the body corporate and is the joint holder (not the first holder) who holds majority
stake in the Body Corporate. Whether joint holding be included while calculating majority stake?
Ans. There is no restriction for considering joint shareholding for calculating the majority stake in
member company. Therefore, joint holding may be calculated for majority stake.
125. In a reporting company, if A Pvt Ltd holds 43% and B Pvt Ltd holds 40% and rest is
distributed in x,y,z and Z1 individuals each holding less than 10% . In A Pvt Ltd, X, Y holds more
than 10% and in B Pvt Ltd Z and Z1 holds more than 10% then what should be written in BEN-1
and BEN 2 of reporting company?
In the above case, if reporting company is holding company of 3 more wholly owned subsidiary
companies then in such case who will be SBO and how to show it in BEN-2 of subsidiary
companies?
Ans. Since there is no majority stakeholder in A Ltd. and B Ltd. therefore, there is no SBO. In case
the Reporting Company has 3 wholly-owned subsidiaries, the situation remains same.
126. X Pvt Ltd is a joint venture Company having two body corporates as shareholders holding
shares in the ratio of 60:40. 60% is held by a foreign body corporate and 40% is held by an Indian
Company. Further, there is no majority shareholder in both the body corporates. Whether SBO
rules are applicable to such a company?
Ans. SBO rules shall apply in this case, however, on the basis of shareholding, it is clear that there is
no majority stake and hence no SBO can be identified. However, any individual exercising significant
influence or control may be considered as the SBO.
127. B Pvt. Ltd. Company & A Pvt. Ltd. Company hold 11% and 12% respectively in Z Ltd.
Company X holds 95% in Company B & Company A. Mr. Y is a shareholder in Company X holding
95%. In such a case, to whom Mr. Y will give BEN 1?
Ans. In case of Reporting Company as Z, Y is the SBO and he will submit BEN-1 to Z. In case of A Pvt.
Ltd. & B Pvt. Ltd. as the Reporting Companies, Y will have to give BEN-1 to both A Pvt. Ltd. & B Pvt.
Ltd. and e-Form BEN-2 will be filed by A Pvt. Ltd., B Pvt. Ltd. and Z Ltd.
128. Mr. A holds 20% in ABC firm. ABC Firm holds 30% in ABC Pvt. Ltd. & ABC Pvt. Ltd. holds
30% in XYZ Pvt. Ltd. & Mr. A also holds 12% in XYZ Pvt. Ltd. What will be the indirect holding of
Mr. A in XYZ Pvt. Ltd.?
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Ans. Mr. A does not qualify to be a SBO basis percentage of shares held as he doec not hold majority
stake. However, he may be considered SBO if he exercises significant influence/ control over the
reporting company.
129. If the Indian Reporting Company is a WOS of foreign Company with layers of holding
companies. In the ultimate holding company the shareholding is as follows:
40% - Joint owner (2 individuals);
20%- Institutional Investor and
40% by RII.
Will SBO be applicable in such case?
Ans. In this case SBO can be identified basis exercise of control or significant influence, since there is
no majority stakeholder in the ultimate holding company.
130. A Ltd is a Reporting Company having shareholder UK Ltd (body corporate incorporated
outside India) who holds 99% shares in A Ltd. Now in this UK Ltd- shareholder is LLC (incorporated
in US) which again has member as LLC. This chain goes for 4 layers. And finally, in the ultimate LLC,
there is no one individual holding more than 50% holdings. How SBO will be determined in this
case. Whether declaration from UK Ltd is required to be taken that it has no individual holding
majority stake?
Ans. In this case, if the LLC is a pooled investment vehicle, the General partner/ CEO can be
considered as the SBO. If not, then SBO can be determined basis exercise of control and significant
influence. Further, if no SBO is identified then no declaration is required by UK Limited.
131. ABC is a partnership firm holding 12% in X Ltd. Do the individual partners A, B, and C
required to be shown as SBOs in the proportion of their P&L ratio of the firm while reporting in
BEN-1 and BEN-2?
Ans. The partners will be considered as SBOs when they either hold majority stake in the body
corporate which is partner of the partnership entity or hold majority stake in the ultimate holding
company which is a partner of the partnership entity. Therefore, in this case since the partnership
firm does not hold majority, the partners are not required to give any declaration.
132. Mr. X holds70% in Co. A, Co. A holds 100 % in Co. B , Co. B holds 60% in Co. C and
Co. C holds 80% in Co. D. How will the % of stake be calculated?
Ans. In this case Mr. X holds 80% indirectly in the Reporting Company. The stake at the first member
level in the Reporting Company will be reported.
133. When the Member of the reporting Company is a LLP holding 99.99% shares in the
reporting Company, whether all the partners of LLP be considered as SBO?
Ans. As per Explaination II of SBO Rules, where the member of the reporting company is a
partnership entity(through itself or a partner), and the individual is a partner, that partner will be
considered as SBO. Therefore, in this case, all the partners of LLP will be considered as SBO.
134. If member of reporting company is a body corporate who is further held by 3 individuals
having 33.33% each. Will these individuals be held as persons acting together ?
Ans. If these three individuals agree that they are acting together, then all of them will be
considered as SBO, provided a declaration of acting together is received from them.
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135. If indirect holding in form of HUF (karta) holds just 1% but direct holding is 19% whether he
will be considered as SBO?
Ans. In this case, since the direct and indirect holding of Karta is more than 10%, he will be
considered as SBO.
136. What would be the scenario when A1 and A2 both have 50% stake?
Ans. A1 and B1 are holding 50% each in the Reporting Company which does not amount to majority
stake, however, if they will declare that they are acting together then they will be considered as
SBO.
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Praise for Corporate Law Referencer
Despite existence of numerous books on Corporate Law, there has been a strong felt need for a
comprehensive and credible work that enables and empowers Corporates, Legal Professionals and
General Counsels to get precise, authentic and up to date information at one single place. The Corporate
Law Referencer is an innovative and praiseworthy work from OakBridge Publishing that fulfils this need
perfectly. It enables Corporate Law Professionals to quickly search and comprehend the most relevant
information at one single place. I would like to congratulate the author and the Publisher on this Special
5th Anniversary Edition. I am sure that the book will be a bestseller, benefiting the Corporate Legal
Professionals, tremendously.
Dr. Ashok Sharma, FCIArb, Founder President, Indian Corporate Counsel Association (ICCA)
I congratulate OakBridge Publishing and Sumit Pahwa for the Special 5th Anniversary Edition of The
Corporate Law Referencer. I am sure that with its section-wise arrangement of all Circulars, Orders, Rules
and Notifications, including Procedures, FAQs and Judicial Precedents, this innovative and uniquely
designed book will provide immense value to the corporate and legal professionals. The annual edition of
this book along with free online updates makes it a wise investment for corporates and legal professionals
to help them stay updated and be efficient. I strongly recommend the same.
Manish Lamba, SVP Legal, DLF Cyber City Developers Ltd.
“.. a commendable attempt… this “Referencer” would serve as benchmark in understanding the provisions
of law and will improve the quality of professional services…”
Nesar Ahmad, Former President, ICSI
“.. this book will provide the much needed support to the practitioners and industries so that they always
remain on the right side of law”
M M Chitale, Former President, ICAI
“Corporate Law Referencer is a Bible on Company Law with holistic coverage. It first gives you bare
provisions of law, then explains the procedural nitty gritties of each section and finally solves your practical
queries through hundreds of FAQs. It’s a one stop shop for understanding Companies Act, 2013.”
NPS Chawla, Associate Partner, Vaish Associates Advocates & Central Council Member, ICSI
“The Corporate Law Referencer is a comprehensive book and published at a critical time i.e. the beginning
of every financial year. It has exhaustive section wise details on the Companies Act, 2013 along with
Circulars, Orders, Rules and Notifications. In this book, the relevant provisions of the Companies Act,
2013 are published in one place makes it easy to read and refer. In addition, this books is written in simple
and easy language. For that reason, this book is highly recommended to Chartered Accountants, Company
Secretaries, Lawyers, Students and other Corporate Law professionals. 'Ye Book Hai tau Company Law
easy hai’ ”
Avneesh Chopra, General Manager (Legal) & Company Secretary, Ford India Private Limited

“I am a big fan of Corporate Law Referencer and eMinds Legal has done a commendable job ! I like this
book because provisions of the Companies Act 2013 and relevant Rules, Circulars, Exemptions, FAQs etc.
are compiled in one place and given immediately after the respective sections of the Act. It is very
convenient to refer to relevant provisions of Rules etc. and you don’t have to flip through the pages to refer
to the relevant rules and notifications etc.”
Yug Samrat, Vice President & Group Company Secretary, Interglobe Group of Companies
“… a good book… analyzing and putting together all the provisions, circulars, forms, practical guidance
and comparative analysis with respect to each subject matter at one place…”
Lalit Kumar, Partner, J. Sagar Associates

Overview
“...the book is an eminent guide for anyone to refer....... a complete knowledge source of Indian Company
Law in a user friendly layout............an exceptional and proficient compendium for practical use - WORTH
READING”.
Sameet Gambhir, Company Secretary, DCM Shriram Limited
“.. one point reference for all corporate professionals and students.. comprehensive with well-structured
sections / chapters…making it a simple and interesting read for all the readers”
Vinay Kumar, General Manager – Legal, Hero Motocorp Limited
“Corporate Law Referencer is a great work on the complex subject of 'Company Law' and it simplifies the
law to make it easily comprehendable and workable for corporates as well as professionals. Indeed a
worthy addition in my library!!!
Hitender Mehta, Partner, Centrum Law
“Corporate Law Referencer simplifies the way in which we read and use Companies Act, 2013. The book
is exact, detailed, accurate, specific, very particular and to the point. Highly recommended to all.”
Ashish Jain, Company Secretary and Head Legal, IHHR Hospitality Pvt. Ltd.
“One of the best reference that I have come across on corporate laws which includes FAQ’s, analysis of
various provisions, circulars, form, judicial precedents apart from checklist and procedures etc. at one place,
providing a great support to professionals with an facility of updates on www.corporatelawreporter.com. The
reckoner shows the hard work of the dedicated team of professionals who have been associated with the firm
for more than a decade.”
Naresh Kapoor, Company Secretary, PI Industries Ltd.
“Corporate Law Referencer is my most coveted book and I find it quite reliable. Whether it is notification,
circular, rules, FAQ, quick referencer, or forms, all are given under the section itself. Professionals like
lawyers, advocates, chartered accountants, company secretaries and cost accountants, whether in practice or
in employment, all alike, will love this book. Its the dream book of the students also because of its pointwise clarity and being easily understandable”
CS H K Bakshi, Practising Company Secretary
“Corporate Law Referencer is very cool with the rules, comments, quick Referencers, FAQs etc. and is very
much a value add. I had never written any feedback earlier but it is unjustifiable if I didn’t give my feedback.
Very much appreciated and thanks for you and your team for a wonderful and thoughtful presentation.”
Madhavan Seshachari, DGM – Taxation, Terex India Private Ltd.
“As the reader of the book and young professional, I found this book a good source of information and
solution. The FAQs and Quick reference of sections made this book very user-friendly. I would like to
share this book with my friends and fellow members of ICSI.”
Govind Bhandari, Company Secretary, Anand Rathi Share and Stock Brokers Limited
“I would rate a 5 star to the book. It’s one of a kind which is like no other book available in the market. The
concept of placing the rules with the section is the best concept giving ease to the reader to have a holistic
picture of the provisions.”
Priya Lohani, Company Secretary, VKL Food Solution Enterprise
“I refer Corporate Law Referencer Book for my practice. The book has come out very well compared to all
other books. Already waiting for the next edition.”
Veena. B., Company Secretary in Practice

ILLUSTRATIONS
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Abbreviations used..
 RC - Reporting Company
 UHC – Ultimate Holding Company
 CO1, CO2, CO3 - Companies holding shares directly /
indirectly in RC
 A1, A2, A3 - Individuals holding shares directly / indirectly
in RC
 FC1, FC2, FC3 - Foreign Body Corporate holding shares
directly / indirectly in RC
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# Illustration 1
A1
(25%)

RC

Facts:
A1 holds 25 % in the Reporting Company
(RC), which is more than 10% as
prescribed in rules.
Conclusion:
A1 will not be considered as an SBO as he
holds his share directly in the Reporting
Company. Therefore, no declaration is
required in this case.

41
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# Illustration 2
Facts:
 CO1 holds 8% in RC
 A1 holds 9% in RC
 FC1 holds 7% in RC
Conclusion:
In this case neither any of the above is
holding more than 10% in RC
individually nor anyone is acting
together. Therefore, there is no SBO
and hence, no declaration is required
in this case.

42
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# Illustration 3
100%

Facts:
 CO1 holds 7% in RC
 A1 holds 5% in RC
 FC1 holds 6% in RC
 A1 holds 100% in CO1
Conclusion:
In this case none of the above is
holding more than 10% in RC
individually, however, A1 holds 100%
in CO1 therefore, they both will be
considered as acting together (12%)
hence, A1 will be considered as SBO
and declaration is required in this
case.
43
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# Illustration 4
Facts:
 CO1 holds 8% in RC
 FC1 holds 43 % in RC
 A1 holds 53 % in FC1
 A2 holds 47% in FC1
Conclusion:
In this case, FC1 is holding 43% in RC
i.e. more than 10% therefore we will
see one layer above to check majority
stake. A1 holds majority stake in FC1,
therefore, A1 will be considered as
holding indirectly 43% as SBO and
declaration is required in this case.
44
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# Illustration 5
Facts:
 CO1 holds 7% in RC
 FC1 holds 33% in RC
 FC2 holds 70% in FC1
 A1 holds 58% in FC2
Conclusion:
In this case, A1 is holding majority
stake in FC2 and consequently he is
holding indirectly 33% in the
Reporting Company. Therefore, A1 will
be considered as SBO and declaration
is required in this case.
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# Illustration 6
A1 holds
58% in
UHC

Facts:
 CO1 holds 10% in RC
 A1 holds 2% in RC & 58% in UHC
 CO2 holds 70% in CO1
 CO1 holds 10% in RC
Conclusion:
In this case, A1 is holding 2% (directly
in the Reporting Company) and 58% in
the Ultimate Holding company and
consequently holding indirectly 12% in
the Reporting Company. Therefore, A1
will be considered as SBO and
declaration is required in this case.
46
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# Illustration 7
Facts:
 CO1, CO2, CO3 & CO4 holds 25% each
in RC
 A1 holds 70 % in CO1
 A2 holds 55% in CO4
 No majority stake in CO2 & CO3
Conclusion:
In this case, A1 & A2 are holding
majority stake in CO1 & CO4
respectively. Therefore, A1 & A2 will be
considered as SBO (25% each) and
hence, declaration from both individuals
will be required in this case.
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# Illustration 8

Facts:
 CO1 holds 4% in RC
 FC1 holds 23% in RC
 FC2 holds 70% in FC1
 FC3 (UHC) is a company owned and
controlled by Govt. of that country.
 Significant Influence of President of
Country
Conclusion:
In this case, FC3 holds 100% in FC2 and
no individual is identified as an SBO,
however, the President of the Country
has significant influence over the UHC
company there he will be the SBO in
this case.
48
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# Illustration 9
Facts:
 CO1 holds 5% in RC
 CO2 holds 6% in RC
 A1 holds 70% in both CO1 & CO2

Conclusion:
In this case, though CO1 & CO2 are
individually holding less than 10% in the
Reporting Company, however, since A1
holds 70% in both CO1 & CO2, they may
be deemed to be acting together and
therefore A1 will be considered as SBO
for both CO1 & CO2 and hence,
declaration will be required in this case.
49
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# Illustration 10
Facts:
 FC1 holds 70% in RC
 FC2 holds 60% in FC1
 A1 holds 45% in FC2
 A1 has significant control/influence in FC2
Conclusion:
In this case, A1 is not having majority stake in
FC2, however, he may be said to have significant
influence or control over FC2 and consequently
over the Reporting company, therefore, he will be
regarded as an SBO and declaration is required in
this case.
50
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# Illustration 11
Facts:
 CO1 & CO2 hold 52% & 48% respectively
in RC
 FC1 holds 37 % in CO1
 FC2 holds 47 % in CO2
 A1 & A2 hold 70% & 80% in FC1 & FC2
respectively
Conclusion:
In this case, even though A1 & A2 are
holding majority stake in FC1 & FC2
respectively, they will not be considered as
an SBO because at the second level, FC1 &
FC2 are not having majority stake in CO1 &
CO2. Therefore, there will be no SBO in this
case.
51
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# Illustration 12
Facts:
 CO1 & CO2 hold 55% & 45% respectively
in RC
 CO3 holds 56 % in CO1
 A1 & A2 holds 3% & 7% in CO3 respectively
 Central Government holds 90% in CO3
Conclusion:
In this case, even though A1 & A2 hold 3% &
7% respectively in CO3 & Central
Government also holds 90% in CO3, however,
in this case, there will be no SBO even though
CG holds 90% because it is exempt as per the
prescribed rules.
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# Illustration 13
A1 is a trustee in thisTrust

Facts:
 TR1 ( CharitableTrust) holds 7 % in RC
 A1 holds 4% in RC
 A1 is the trustee in TR1
Conclusion:
In this case neither TR1 nor A1 holds
more than 10% in the Reporting
Company however, A1 is the trustee in
TR1, therefore, A1 is acting together
with the Trust (holding 11%) and
consequently be considered as an SBO
and hence, declaration is required in
this case.
53
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# Illustration 14
Facts:
 CO1 holds 100% in RC
 A1 holds 50% in CO1
 FC1 holds 50% in CO1
 A2 & A3 hold 90% & 10% respectively in FC1

Conclusion:
In this case, A1 holds 50% in CO1 and A2 &
A3 hold 90% & 10% in FC1. Being family
members, acting together they hold 100%
stake in CO1 and consequently will counted
as SBO, therefore declaration from all of
them is required in this case.
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# Illustration 15
Facts:
 CO1 holds 25% in RC
 A1 holds 20 % in CO1
 A2 holds 20% in CO1
 CO2 holds 48% in C01, wherein majority
stake in CO2 is held by A2
Conclusion:
In this case, since A2 is having majority
stake in C02 and A2 is holding 20% in C01
so A2 acting together with A1 and C02 hold
25% in RC therefore, A1 and A2 will be
considered as SBO and hence, declaration
will be required in this case.
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# Illustration 16
Facts:
 CO1 holds 77% in RC
 A1 holds 1 % in RC
 ABC holds 22% in RC (Exempted as
AIF)
 A1,A2,A3,A4 & A5 hold in C01
 A1 has significant influence in C01
Conclusion:
In this case, no individual has
majority stake in CO1, however A1 has
significant influence over C01 thereby
will be considered as SBO for RC and
declaration will be required in this
case.
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# Illustration 17
Facts:
 CO1 & CO2 hold 99.99% & 0.01% respectively
in RC
 FC1 holds 100% in CO1
 A1 & FC2 holds 25% & 75% in FC1 respectively
 FC3 holds 100% in FC2
 A2 holds 77% in FC3
 A1 has significant influence
Conclusion:
In this case, A2 holds 75% indirectly in RC and A1
has significant influence in RC therefore, A1 and A2
will be considered as SBOs.
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# Illustration 18
Facts:
 FC1 holds 99.99% in RC
 FC2 holds 0.01 % in RC
 No one holds majority stake in FC1
 BOD of FC1 holds significant control in RC
Conclusion:
In this case, in FC1 there is no majority
stake and also no individual has Significant
influence or control (as BOD are not acting
individually), therefore, there is no SBO in
this case.
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