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I50 Lakh Penalty for Non-Disclosure of Related Party
Transactions — A Caution for Pvt Ltd Co.

Recently, the Registrar of Companies (ROC) in Bangalore imposed a penalty of ¥50 lakh on
the directors of M/s Stanley Lifestyle Limited. The penalty was levied under Section 188 of the
Companies Act, 2013, for failure to properly disclose and authorize Related Party Transactions
(RPTs).

The transactions in question, although initially approved in FY 2015-16 and 2016-17, were
carried forward into FY 2020-21 without fresh approvals. The Audit Committee did not issue
any omnibus approval either. As a result, the company violated key compliance provisions
despite no fraudulent intent.

This incident highlights a serious point: Compliance for Private Limited Companies in India
is not just a formality—it’s mandatory.

Failing to comply with statutory disclosures or annual ROC filings can lead to severe
consequences for directors, including personal fines and reputational risk.

If you operate a business in India—especially in the IT or service sector, where Indian entities
often serve as cost centers for foreign parents—you must also ensure compliance with
Transfer Pricing rules and related party disclosure requirements.

Need Assistance with Compliances?
Akhil Amit & Associates is widely trusted as the Best CA in Pune for:

e Private Limited Company Compliance

* ROC filings (AOC-4, MGT-7, ADT-1)

e GST, TDS, PF & ESIC returns

e |[EC, ICEGATE, AD Code, IFSC code for exporters

e Managing compliance for foreign-funded Indian subsidiaries

e Ensuring all filings are in line with the Companies Act and Income Tax Act requirements

We understand the challenges of running compliant operations in a complex regulatory
environment—and offer expert guidance to ensure your company remains penalty-free and
investor-ready.

%/ Visit https://akhilamitassociates.com

? Listed on Google as the Best Chartered Accountant
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| F.NO ROCB/Ad].454-188/Stanley Lifestyle/Co.No 044090/2025 jfﬁg '3 Date:25.03.2025 |

ORDER OF ADJUDICATION OF PENALTY IN RESPECT OF STANLEY LIFESTYLES LIMITED
UNDER SECTION 454 OF COMPANIES ACT, 2013 READ WITH RULE 3 OF THE COMPANIES
(ADJUDICATION OF PENALITES) RULES, 2014 FOR VIOLATION OF PROVISIONS OF SECTION
168 OF THE COMPANIES ACT, 2013 READ WITH RULES (AS AMENDED FROM TIME TO TIME)

Ministry of Corporate Affairs vide i3 Gazette Notfication No. A-42011/112/2014-Ad I
dated 24032015 has appointed the undersigned as Adjudicating Officer in exercise of the
powers conferred by section 454 of the Companies Act, 2013 (hereinafter referred to as Act)
read with Companies (Adjudication of Penalties) Rules, 2014 for adjudging penalties under the
provisions of Companies Act, 2013,

2 The company, Stanley Lifestyles Limited (hereinafter referred to as Company) having
CIN L19116KA2007PLCO44090 was incorporated on 11102007 and s presently registered
under the jursdiction of Registrar of Companies, Karnataka and the registered office is situated
at §Y No.16/2 end 16/3 Part, Hosur Rood, Veerosandra wvilloge, Attibele Hobl, Anekal Toluk,
Bangalore. Bangalore. Karnataka-560100.

3 As per the provisions of section 188(2) of the Act, "Every contract or arrangement
entered into under sub-secthion (1) shall be referred to in the Board's report to the shareholders
along with the justification for entering into such contract or arrangement.”

4 During the course of inquiry under section 206{4) r/w Sec 208 of the Act. it is reported
that * As per the financial statements and AS-18 statements and AOC-2 form attached to the
Directors report for the year 2018-19, 2019-20 and 2020-21, the company had huge, related
party transactions. Few instances noticed are grven below:

| SLNo. | Name of related party i Years (Amt in lakhs)  Particulans

‘ | 201809 201920 2020-21

K Sunil Suresh, MD 120 120 107 Payment  of

- -

2 | Suml Suwresn WD T 9150 27 Saes

(3 |Suneyrsitmwd | 0% 5511 sa84 Sales 1

T Staniey OTM Solas Lmited | 2440 Tamn 4188 | Purchase |
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5 Staiey OFM  Sofas  Limded | 484 325 256 | Sales
Subsidiary |

[} Stanley OFM  Sofas Limited | 6 4220 131 Purchase |
Subsidary '

7 | ABS Seatng Prvawe Limied | 835 568 915 Saes ‘
Subvdary

) Staras Sestng Prvate Lmied, | 1457 1323 59 | Sales 1
Subsidiary

9 Stara Decor Prwate Limited | 685 97 n Saer
Suzud.ary

10 | Sana Uiestyle Limited, step down | 282 | 384 39 Sales
e |

T Sariey estates & lesure VP 1258 |
having suotiantal imterest l |

In the ADC-2 form it was disclosed that the company has taken Board approval on various
dates in the year 2015-16 and 2016-17 and continuing with said resolution even dunng the
2020-21. from the available records, no Audit committee has given omnibus approval for
these huge transactions on year-on-year basis. Hence, it is apparent that the huge transactions
carmed out is without proper authority

5 A reasonable opportunity was given to company and its directors vide notice under
section 206(5) of the Companies Act, 2013 vide letter No ROCB/ROC(B)/Inquiry/Staniey
lifestyle/Co No.044090/2022/3499 to 3500 , 3486(A) dated 01.07.2022. The replies of the
company dated 15.07.2022. 21.07.2022 and 22.07.2022 were examined and the 10 has pointed
omavint:tmThelnquiqrhuidmtiﬁedﬁohtionmmummsmtrdbytht
Competent Authonty directing ROC to initiate necessary penal actions,

6 Aspcructbn1m5}nfmektdenrormnther¢mphynuncompany.
who had entered into or authorised the contract or arrangement in violation of the provisions
of this section shall—

(1) in case of listed company, be liable to a penalty of twenty-five lakh rupees and
(ii) in case of any other company, be liable to a penalty of five lakh rupees.

Page2of 4


https://jpcdn.it/img/56e3562d769e7701126651efcd120860.png
https://jpcdn.it/img/56e3562d769e7701126651efcd120860.png

Ehem

7 Accordingly, adjudication notice vide No.
ROCB/S.134/AROC(NH)I00065618/2024/1685 to 1691 dated 15-03-2024 was issued to
Company and its Directors. The company filed its adjudication application on 23.12.2024.

8 Thereafter, adjudication hearing notice was issued to the company on 2502 2025 and
physical hearing was heid on 0603 2025 MrVamisiknshna K & Mr.Vinu Thomas, Practising
Company Secretanes appeared on behalf of Company and Officers-in-Default and made their
submissions before the adjudicating authonty regarding the applicability of penal provision of
section 1B8{5) for ex-company secretaries of the company. It was submitted that "sec 188(5)
of Companies Act, 2013 applies to any director or employee who enters into or authorizes a
related party transaction in contravention of law. In this case, the responsibility for entering
into and authorizing such transaction lay solely with Managing Director and Wholetime
Directors who have already been made parties to the proceedings and hence
the penalty against MrsS5Thanuja and Mr. Jitesh Bansal was sought 1o be dropped The
submission made by the company is acceptable in respect of these two Ex-Company
Secretaries and therefore adjudication proceedings are dropped against them.

9 As the company is a public imited company, it does not fall under the definition of a
small company as per the provisions of section 2(85) of the Companies Act 2013, the
provisions of imposing lesser penalty as per the section 4468 of the Act shall not be applicable
in this case

10 Therefore. having considered the facts and crcumstances of the case and the
submissions made by the company / director / key managerial personnel through thesr
authorised representative, | do hereby impose penalty in the following manner for the period
of default committed under section 188(5) of the Act.

5 Particulan Penalty imposed under section 188(3)
No. (i Ra)
1 Shubha Suril, Wholetime Director 25,00,000

2 | Sunil Suresh ManagingDirector | 2500000 |

| Total 50,00,000

n The company and its directors / key managerial personnel are hereby directed to pay
the penalty amount as tabulated above within 90 days from the date of receipt of this Order
and file Form INC-28 attaching a copy of the Order and payment challans. In case of directors,
such penalty amount is required to be paid out of their own funds. The noticee shall pay the
said amount of penalty online by using the website www.mca govin (Miscellaneous head)
specifying the details of this Order and the notices who is paying the penalty.

12 Appeal, if any, against this Order may be filed with the Regional Director (South East
Region), Hyderabad within a peniod of 60 days from the date of receipt of this Order in Form
ADJ setting forth the grounds of appeal and shall be accompanied by a certified copy of this
Order.
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13 Your attention is also invited to section 454(B) of the Companies Act, 2013 in case of
non-compliance of this Order wherein necessary penal action will be initiated under S54(8)(1)
and (i) of the Companies Act, 2013 3gainst the company and directors / key managenal
personnel without further notice in the matter,

14 The company is required to serve a copy of this Order on the director(s)/ officer(s)-in-
default mentioned above in terms of provisions of section 20 of the Companies Act, 2013.

(
Registrar of Companies, Karnataka
and Adjudicating Officer

B

1) F.NO.ROCB/Ad).454-188/Stanley uhnyl-uummmms/&& 73
Ms.Shubha Sunil, Wholetime Director
No. 1/1, Flat 5-2, Skyline May Flower Apts Leonard Lane,

Richmond Town, Bengaluru, E}quggJ?‘i!Sf#

Karnataka-560025

2) F.NO.ROCB/Adj.454-188/Stanley uruqmmmnus/&_gj
Mr. Sunil Suresh, Managing Director
Ne 275, 10th Crosswilson Garden, Bangalore,
Karmataka-560027

EK9335199295
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