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Abstract 

The Companies Act of 2013 is unquestionably one of the most significant pieces of recent 

legislation. It took over a decade to put together, with the goal of making the 1956 legislation 

more relevant to evolving economic and corporate demands. In India, the Companies Act of 

2013 has clearly created new and straightforward routes for mergers, acquisitions, and 

restructuring activities. In light of the New Companies Act of 2013, the legalities governing 

companies engaging in a Corporate Restructuring scheme, specifically Mergers and Acquisitions 

(M&A), have been explored in length. While the Act keeps the previous laws of the 1956 

Companies Act, it also introduces new measures that are both powerful and advanced. This 

research is an attempt to study mergers and acquisition within the ambit of Indian Companies 

Act, 2013. 

Introduction 

Merger is a re-organisation option offered to Indian corporations looking to grow and broaden 

their operations for a myriad of purposes, including gaining a commercial advantage, lowering 

costs, and unlocking value. In business terms, a merger is an agreement in which one or more 

current companies combine their identities into another existing company or form a new 

corporation. India's company legislation is being overhauled, and a new legislation was 

eventually passed in 2013.
1
  

The provision pertaining to M&A is found in Section 230-240 of the 2013 Act, as opposed to 

Section 390- 396A of the Companies Act 1956 ("1956 Act"), which is still in effect. The 2013 

Act will take the place of the 1956 Act once the MCA publishes the sections of the new Act. The 

2013 Act's implementation will help to reduce shareholder litigation and streamline the company 

re - structuring operation. The new act also intends to make conducting business in The country 

easier and more productive, as well as increase management and visibility. One of the key 

reasons for repealing the nearly 60-year-old Act is responsibility and making corporations 

socially accountable.
2
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The goal of this research is to investigate the concept of merger and acquisition, to examine the 

provisions of the Companies Act of 2013 that pertains to mergers and amalgamations and to 

learn about the effects of mergers and acquisitions. 

Merger & Acquisition – Definition 

Merger or acquisition is defined as the integration of two or more corporations into an unified 

force, with one entity surviving and the other ceasing to exist. The assets and liabilities of the 

merged body corporate are acquired by the survivor company. To put it another way, it's just the 

merging of two or more enterprises into one. Amalgamation is a legal term used in India to 

describe a merger. It usually entails two similar-sized and-status enterprises joining up. As a 

consequence, both old enterprises close down, and a new one develops.
3
 

Purpose 

The primary goal of a merger or business combination is to achieve faster corporate growth. 

Product enhancement and competitive landscape can help you develop faster. 

1. Obtaining supplies: To protect the supply of raw material or intermediate product suppliers. 

2. Renovating production facilities: To obtain efficiencies of scale by combining manufacturing 

services and utilising plant and resources more efficiently; 

3. Expansion and strategy for the market: To stifle competition while preserving market share 

4. Financial strength: to increase profitability and have immediate availability to funds; 

5. Strategic goal: Based on the corporate plans, the acquiring business views the merger as a 

way to accomplish structural goals through various types of pairings, such as horizontally, 

vertically, market development, market expansion, or other unconnected goals. 

6. Intended level of integration: Mergers and acquisitions are undertaken in order to achieve the 

intended degree of integration between the two merging companies. This type of merger 

could be functional or economic in nature.
4
 

Provisions of Companies Act, 2013 

The legal guidelines controlling M&A, particularly transactions comprising corporations, their 

members, and creditors, are covered under Sections 230 to 240 of the Companies Act, 2013. 

Procedure: The statement of association between the businesses that want to join must provide 

them the authority to merge. The company's creditors must first accept such a merger proposal. 

The creditors, stockholders, and different regulators must be provided with notification of the 
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merger, as well as the merger offer and assessment analysis “(MCA, RBI, CCI, Stock exchanges 

of listed companies, IT authorities and sectoral authority likely to be affected by merger).” 

Shareholders and creditors are both offered the option of voting by postal ballot. If a request is 

brought to the Tribunal for the intention of authorizing a settlement or a scheme for merger or 

amalgamation, the Tribunal has the authority to order a hearing of creditors. Opposition can only 

be made by shareholders who own 10% or above of the company's stock or creditors whose debt 

burden is 5% or more of the debt load as of the most recent audit balanced sheet. Previous audit 

certificates stating that accounting handling complies with accounting rules must be lodged with 

stock markets (for both listed and unlisted companies). 

The Board of Directors must approve the initial draft before filing an application in Form No. 36 

with the appropriate High Court (state in which the registered office is situated). The proposal 

must be submitted with the Official Liquidator, the RoC, and the Central Government after 

receiving the abovementioned clearance. The document is also distributed along with the 

notification to the class members. If there are "no objections," the proposal will be considered 

authorised. The National Company Law was formed by the 2013 Act to resolve all problems 

relating to company law and to substitute the HCs.
5
 

Certified documents of the Court order must be submitted with the Registrar of Companies after 

the order is issued.   With operation from the designated date, the acquired industry's financial 

assets will be shifted to the acquiring industry according to the agreed plan. For the shares or 

debentures of the acquired firm, the acquiring firm will transfer shares and debentures and/or 

cash. On the stock market, these assets will be registered.   

In Re: G.V.K. Hotels Ltd6, “where the reverse merger scheme was approved by a general meeting 

unanimously and the creditors had their permission, or where the Registrar of Companies (ROC) and 

national government pretend it contains the merge scheme capital reduction by an agreement 

between the business and members is sustainable, the objections of the Registrar of Companies on 

behalf of the national government have been retained, so do not prevent yourself from sanctioning 

the diagr. As a result, because it considers the engagement of all central and state authorities in 

power, this provision may prove to be both a blessing and a disaster.” 

Fast track mergers: Fast track mergers are permitted under the Act where a merger occurs 

between:  

1. two or more small businesses;  

2. a holding company and its wholly-owned subsidiary firm; or  

3. any other type or classifications of businesses as may be prescribed.  
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This requires the Registrar, official regulators, and anyone affected by the merger to receive 

notice of the plan within thirty days. They are free to express their concerns and suggestions. The 

merger plan must be accepted by 90 percent of members at a general meeting and a plurality of 

stakeholders comprising nine-tenths of the assets of the stakeholders at a meeting called with 21 

days' notice.  

Members and creditors must be given notice of the meeting, which must be accompanied by a 

merger scheme and a certification of solvency. A way for minority shareholders to depart the 

company is offered. The transferee company must file a merger plan and a statement of solvency 

with the ROC within 7 days of the event. ROC or official liquidator objections must be 

addressed to the Central Government in written within 30 days. After obtaining the merger plan, 

the central government has 60 days to register complaints with the tribunal, which will determine 

if the program is acceptable for a fast track merger or not. 

Mandate of the National Company Law Tribunal (‘NCLT’): The NCLT was finally 

published in 2016 after a lengthy court battle over the constitutionality of some elements. The 

delay in establishing NCLT and the associated facilities caused a postponement in the 

application of sections 230-240 of the Companies Act, 2013. The institution for adjudging on 

M&A problems regarding a setup transferred from respective High Courts to a more specialised 

judicial body named NCLT, in a notable variation from the 1956-Act. Because NCLT is a 

focused body for corporate law issues, it brings with it the needed focus and recognising in 

coping with complicated corporate law issues. The NCLT now has 11 benches, the most 

important of which is in Delhi. The National Company Law Appellate Tribunal ('NCLAT') in 

Delhi hears appeals from NCLT orders. 

Cross-border amalgamations: “The 1956 Act, like a one-way street, enabled foreign 

corporations to merge with Indian companies but did not explicitly allow the reverse. The 

Corporations Act of 2013 allows Indian companies to combine with international companies, 

subject to the same checks and balances that apply to domestic companies. Section 234 deals 

with mergers and amalgamations between companies registered under this Companies Act, 2013 

and companies formed in the jurisdictions of countries that the Central Government may notify 

from time to time.” Furthermore, the Companies Act of 2013 needs the Reserve Bank of India's 

prior clearance before such schemes can be implemented. The Reserve Bank of India has 

produced written rules in this regard, which include restrictions for inside and outward 

programmes, among other things. Furthermore, Annexure B of CAA Rule 25A specifies the 

territories in which the foreign companies are established, as well as the jurisdictions in which 

cross-border mergers are permitted.
7
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Quantified threshold for objecting to the scheme: “A stakeholder can object to a scheme of 

arrangement once a certain amount of time has passed, as per the Companies Act of 2013. Only 

stakeholders with a 10% or greater interest in the company or creditors whose debt is less than 

5% of overall unpaid balance as of the most recent audited financial statement or provisional 

financial accounts (not older than six months) can oppose to a prospective plan. There was no 

such thing as a barrier in the act
8
.” 

The High Court of Gujarat held in Astorn Research v. Respondents
9
 that “where the status of the 

objector as a creditor was not only doubtful but also disputed, and even if it was presumed, it was 

less than even minimal for which the objector has other legal remedies, the scheme could not be 

halted on that ground.” 

Certification from statutory auditors: No system of structure may be endorsed “by the NCLT 

unless the company's auditor has submitted a certificate with the NCLT stating that the 

accounting method, if any, suggested in the deal is in accordance with the budgeting norms 

specified in section 133 of the Companies Act, 2013.” Previously, such a regulation only applied 

to publicly traded corporations.
10

 

Procedural ease: The Companies Act of 2013 recommends a few smaller procedural changes to 

make approval go more smoothly. These incorporate e-voting adaptability, electronic file 

reporting to NCLT, an exit offer to dissenting shareholders under Section 235, and a 

responsibility to purchase minority owners' shares under Section 236, among others.
11

 

Representation by other professionals: As “Chartered Accountants, Company Secretaries, and 

Cost Accountants (in addition to Advocates) can now participate before NCLT, they will be able 

to introduce M&A matters before NCLT that they could not previously because the schemes of 

adjustment were handled by the various High Courts.
12
” 

Merger of "small companies" and holding with wholly-owned subsidiaries: Despite the 

1956 Act, that itself required court approval for all mergers, regardless of their nature or size, the 

2013 Act creates a new process for minor businesses and completely- owned enterprises. Section 

233 of the 2013 Act establishes a simple expedited process for their merger, which requires 

approval from 90% of stockholders and 9/10th of shareholders, as well as “authorization of the 

System by the Regional Director, Ministry of Corporate Affairs, if no complaints from the 

Official Liquidator and Registrar of Companies are received.”  

                                                 
8
 Supra Note 4. 

9
 31

st
 July, 2012. 

10
 Mergers and Acquisitions- Companies Act Framework and Broad Process, BATHIYA & ASSOCIATES (Oct 22, 

2021),  https://bathiya.com/mergers-and-acquisitions-companies-act-framework-and-broad-process/. 
11

 Ibid. 
12

 Ibid. 



International Journal of Integrated Studies and Research 
 

Volume 1, Issue 4  ISSN 2582-743X 

 

©IJISAR   pg. 105 

 

For such mergers, the Tribunal's permission is not necessary. “This could be excellent news for 

merging organisations, as they may not be supposed to submit documents requested under the 

agreement, give notice to different authorities, or offer an auditor's confirmation of adherence 

with applicable financial statements in the case of listed corporations. If the Regional Director 

believes the Scheme is not in the best interests of the stakeholders, he may file a complaint with 

the Tribunal, which will follow the merger procedure set out in the 2013 Act.” This possibility to 

move to the Tribunal might turn a fast-track merger into a regular merger, making such mergers 

less enticing.
13

 

Impacts of Companies Act, 2013 on Mergers and Acquisition 

The Indian Corporations Act 2013 was developed in response to the significant changes in 

organisational structure that have occurred in Indian companies throughout time. The 

Corporations Act of 2013 clause permitting outbound cross-border mergers is anticipated to 

enhance cross-border mergers and acquisitions and assist Indian companies in developing global 

initiatives to enhance their market share globally. The introduction of a fast track merger 

procedure will undoubtedly improve the merger procedure, eliminate bureaucratic roadblocks, 

and radically reduce process times, resulting in a huge increase in M&A activities.
14

  

Minority returns and exit pricing through a certified evaluator give minority shareholders 

flexibility whilst also guaranteeing that the remaining assets are sold at a reasonable price. 

Minorities' freedom to file a class action lawsuit is a step in the right direction. All of this is 

projected to increase M&A activity in India. In 2016, 421 deals worth 59.7 billion dollars were 

declared in India, as per Merger Market, a global transactions monitoring body, with 379 assets 

worth 54.7 billion dollars disclosed in 2017. The large number of these deals suggests that M&A 

activity in India is increasing and will keep increasing.
15

 

Conclusion 

Mergers and amalgamations are good indicators of a strong and growing economy. The legal 

mechanism for such business reorganisation must be simple and user-friendly, rather than 

restrictive and encrusted with bureaucratic and administrative roadblocks. The most significant 

stumbling block in the process of completing a merger or amalgamation is the lengthy judicial 

process required for the approval of a plan of arrangement. While a few key adjustments have 

been proposed, partnerships may find it challenging to obtain varied endorsements from various 

controllers. In any case, the controllers' thirty-day time constraint should ideally ensure that they 

react in a time-bound manner.  
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In terms of substance, the 2013 Act establishes greater as well as more accessible transparency, 

assuring the preservation of shareholders' interests whilst maintaining a strategic distance from 

minor protests. The actual length of time it will take to complete the merger process will not be 

known until it is tried, which will occur once the Tribunal is constituted and the regulations are 

finalised. The 2013 Act appears to be aimed at streamlining and simplifying mergers and 

acquisitions. Because they require a solid network of controls and measures to deter exploitation 

of these arrangements, the new legislation should make it easier for corporations to propose 

mergers. 

 


