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SHARE CAPITAL & DEBENTURES

What is the minimum number of members required to
form a public company?
(@7 (b)3 (c)2 (d)1

In the context of share capital, what does 'par value'
refer to?

(a) Initial selling price of a share

(b) Current market value of a share

(c) Nominal value of a share
(

d) Highest value ever reached by a share

What type of share provides shareholders with voting
rights in a company?

(b) Debentures

(d) Bonds

(a) Preference shares
(c) Equity shares

Which document defines the relationship between a
company and the outside world?

(a) Articles of Association

(b) Memorandum of Association

(c) Prospectus

(d) Share certificate

What does 'authorized capital' of a company refer to?
(a) Total amount of shares a company can issue

(b) Amount of shares currently held by shareholders
(c) Maximum debt a company can incur

(d) Total value of a company's assets

What are 'debentures' primarily classified as?
(b) Debt instruments
(c) Asset-backed securities (d) Derivative instruments

(a) Equity instruments

Which type of shares has preference in the payment of
dividends?

(a) Equity shares

(b) Cumulative preference shares

(c) Redeemable shares (d) Deferred shares
What is the purpose of issuing a share certificate?

(a) To certify ownership of shares in a company

(b) To acknowledge receipt of share application money
(c) To guarantee dividends to shareholders

(d) To authorize trading of shares on the stock market

'Share Premium' is the amount:
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(a) Paid in excess of the nominal value of shares

(b) Received from selling shares below their nominal
value

(c) Equal to the nominal value of shares

(d) Deducted from the nominal value of shares

Which of the following is a characteristic of preference
shares?

(a) Right to vote in company meetings

(b) Fixed rate of dividend

(c) Equal share in company profits

(d) Right to control management decisions

What does 'Call on Shares' refer to?

(a) The process of transferring shares

(b) A demand by the company for payment of share
price

(c) The act of selling shares in the stock market

(d) Calling a meeting of shareholders

The process of a company buying back its own shares is
known as:

(a) Share dilution

(c) Share redemption

(b) Share forfeiture
(d) Share underwriting

What is meant by 'fully paid-up shares"?

(a) Shares with no outstanding payments due
(b) Shares sold at their full market value

(c) Shares that have reached their highest value
(d) Shares that include full voting rights

A document inviting public subscription for shares or
debentures of a company is called a:

(a) Share certificate

(b) Memorandum of Association

(c) Prospectus (d) Letter of offer

Which of the following is not a right typically associated
with equity shareholders?

(a) Right to receive dividends

(b) Right to vote in general meetings

(c) Right to fixed interest payments

(d), Right to share in the company's residual assets

'Sweat Equity Shares' are issued to:
(a) New shareholders

(b) Government agencies

(c) Employees or directors

(d) Foreign investors
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The term 'Bonus Shares' refers to shares issued:
(a) At a discount

(b) As additional shares to existing shareholders
(c) To shareholders as dividends

(d) To employees under a stock option plan

Which of the following best describes 'preference
shares'?

(a) Shares with preferential rights to control company
decisions

(b) Shares that offer a fixed dividend before any
dividend is paid to equity shareholders

(c) Shares that can be converted into debentures

(d) Shares available exclusively to company founders

In the context of companies, 'Capital Reserve' is usually
created from:

(a) Profits from ordinary business operations

(b) Sale of fixed assets

(c) Premium received on the issue of shares and
debentures

(d) Regular dividend payments

Which statement is true regarding 'equity shares"?

(a) They guarantee a fixed rate of dividend

(b) They have preference over preference shares in the
repayment of capital

(c) They carry voting rights

(d) They are redeemed after a certain period

'‘Redeemable Preference Shares' are those which:
(a) Can be converted into equity shares

(b) Have to be repaid after a certain period

(c) Offer cumulative dividends

(d) Give preferential rights in the control of the
company

What is a 'Prospectus"?

(a) A report on a company's annual performance

(b) A document inviting public to purchase shares or
debentures

(c) A legal document detailing a company's internal
regulations

(d) A certificate proving share ownership

Why are preference shares considered less risky than
equity shares?
(a) They offer higher dividends
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(b) They provide voting rights
(c) They have a priority in dividend payments
(d) They are redeemable

How does issuing debentures impact a company's
equity?

(a) Increases equity (b) Decreases equity
(c) Has no impact on equity

(d) Converts equity into debt

What does the 'right issue' of shares allow existing
shareholders to do?

(a) Vote on company matters

(b) Purchase additional shares at a discounted price
(c) Sell their shares to the highest bidder

(d) Convert preference shares into equity shares

In what scenario might a company decide to reduce its
share capital?

(a) To increase its dividend payouts

(b) To finance new projects

(c) To write off losses or extinguish debt

(d) To increase the value of its existing shares

What does it mean when shares are issued 'at par?
(a) Issued at a price lower than the nominal value
(b) Issued at a price higher than the nominal value
(c) Issued at the nominal value

(d) Issued without any consideration of value

Why might a company issue shares at a premium?
(a) Due to high demand for its shares

(b) To comply with legal requirements

(c) As a means of reducing its share capital

(d) To decrease the company's debt

What is the implication of a 'call in arrears' on shares?
(a) It indicates a surplus of funds

(b) It signifies that shareholders owe money to the
company

(c) It implies that dividends will be paid out

(d) It indicates an increase in share value

How do 'sweat equity shares' benefit a company?
(a) By increasing immediate cash flow

(b) By rewarding and motivating employees

(c) By guaranteeing dividends

(d) By expanding the shareholder base

Add: Kesar Bhawan, Near rashtradoot karyalaya, Surajpole main road, Kaithunipole, Kota (raj) 324006

Contact: 916685238, 9799734507, 8441078652

Page 23



31.

32.

33.

34.

35.

36.

37.

Burhani Coaching Classes

What is the primary difference between equity shares
and preference shares?

(b) Voting rights

(d) Redemption policies

(a) Mode of payment
(c) Dividend rates

Why are debentures referred to as a fixed-income
security?

(a) Because they provide fixed voting rights

(b) Because they offer a fixed rate of return in the form
of interest

(c) Because their market value remains constant

(d) Because they assure fixed dividends

What is the significance of the 'Articles of Association'
for a company?

(a) It outlines the company's marketing strategies

(b) It details the rights of debenture holders

(c) It governs the internal management and operations
of the company

(d) It specifies the dividend policies for shareholders

How does the forfeiture of shares impact a
shareholder?

(a) It increases their shareholding

(b) It leads to a loss of their investment in the forfeited
shares

(c) It enhances their voting rights

(d) It entitles them to a refund of their investment

What is the purpose of issuing a prospectus by a
company?

(a) To invite the public to purchase its shares or
debentures

(b) To announce its financial results

(c) To inform about a merger or acquisition

(d) To notify about a change in management

Why would a company choose to redeem its preference
shares?

(a) To increase its share capital

(b) To restructure its capital base

(c) To offer more shares to the public

(d) To reduce its dividend obligations

What does 'fully paid-up' indicate about a share?
(a) The share has been sold at its full market value
(b) All dues related to the share have been settled
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(c) The share is eligible for dividends
(d) The share can now be publicly traded

Why might a company issue debentures instead of
additional shares?

(a) To avoid diluting existing shareholders' equity
(b) To provide voting rights to debenture holders
(c) As a requirement by regulatory authorities

(d) To increase the market value of its shares

What is the effect of a share split on a company's
market capitalization?

(a) Increases market capitalization

(b) Decreases market capitalization

(c) Has no effect on market capitalization

(d) Temporarily reduces market capitalization

Why do companies offer 'rights issue' to their existing
shareholders?

(a) To raise additional capital without diluting control
(b) To comply with regulatory requirements

(c) To reduce the company's debt

(d) As a gesture of goodwill to loyal shareholders

How does a company benefit from issuing 'convertible
debentures"?

(a) By securing long-term loans

(b) By attracting more investors

(c) By reducing its interest obligations

(d) By converting debt into equity at a future date

What does a company's 'Memorandum of Association'
primarily specify?

(a) The rules for internal management

(b) The objectives and scope of the company's
operations

(c) The dividend policies for shareholders

(d) The rights and obligations of debenture holders

When a company issues debentures, how should they
be recorded in the financial statements?

(b) As a liability

(d) As an expense

(a) As an asset
(c) As equity

How would a company record the issue of bonus shares
in its books?
(a) As an expense (b) As a liability

(c) By reducing the retained earnings
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(d) By increasing the share capital

When a company announces a stock split, how does it
affect the number of shares?

(a) Decreases the total number of shares

(b) Increases the total number of shares

(c) No change in the total number of shares

(d) Converts preference shares into equity shares

If a company decides to buy back its shares, what
impact does this have on its share capital?

(a) Increases the share capital

(b) Reduces the share capital

(c) No change in the share capital

(d) Converts share capital into debentures

When a company issues shares at a premium, where is
the premium amount recorded?

(a) In the Share Capital account

(b) In the General Reserve account

(c) In the Share Premium account

(d) In the Profit and Loss account

If a shareholder fails to pay the call money, what action
can the company take?

(a) Issue additional shares to the shareholder

(b) Forfeit the shareholder's shares

(c) Convert the shares into debentures

(d) Reduce the share price

When a company reissues forfeited shares, what is the
maximum discount it can provide?

(a) The amount originally paid on these shares

(b) The par value of the shares

(c) The original discount given on the shares

(d) There is no limit on the discount

When a company issues shares to vendors instead of
cash for purchases, how does it affect the company's
cash flow?

(a) Increases cash flow

(b) Decreases cash flow

(c) No impact on cash flow

(d) Converts cash flow into equity

What does a decrease in a company's debt-to-equity
ratio indicate about its financial strategy?

(a) Moving towards a more aggressive financing
approach
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(b) Focusing on equity financing over debt
(c) Increasing its reliance on debt financing
(d) Reducing its overall capital base

In a scenario where a company's market price per share
is consistently below its par value, what might this
indicate?

(a) The company is overvalued

(b) The company is undervalued

(c) Strong financial performance

(d) Potential for a stock split

What can be inferred from a company's decision to
issue debentures with a high rate of interest?

(a) Strong financial health

(b) High risk associated with the company

(c) Low demand for its debentures

(d) Confidence in future earnings

When analyzing a company's shareholding pattern,
what does a high percentage of preference shares
indicate?

(a) Strong voting rights concentration

(b) Higher risk-taking ability

(c) Preference for stable income over growth

(d) Focus on expanding equity base

How does a stock dividend differ from a cash dividend in
terms of a company's liquidity?

(a) Stock dividend increases liquidity

(b) Stock dividend decreases liquidity

(c) No impact on liquidity

(d) Converts liquidity into fixed assets

When a company consistently issues shares at a
premium, what does this suggest about market
perception?

(a) The market perceives the company as high risk

(b) The market values the company's future prospects
positively

(c) The company is seen as financially unstable

(d) There is a lack of investor confidence in the company

In evaluating a company's decision to convert
debentures into shares, which factor is least important?
(a) Market price of shares

(b) Interest rate trends

(c) Company's profit margins

(d) Color of the debenture certificates
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How would you assess the impact of a high dividend
payout ratio on a company's long-term growth
prospects?

(a) Positively, as it attracts more investors

(b) Negatively, as it might reduce funds available for
reinvestment

(c) Neutrally, as dividends don't affect growth

(d) It depends on the industry standards

When a company opts for share buyback, what aspect
should be evaluated carefully?

a) The company's brand image

b) The effect on share prices

(
(
(c) The number of employees in the company
(d) The color of the share certificates

(

d) The proportion of paid-up capital

Devise a strategy for a company to increase its share
capital without diluting ownership.

(a) Issue new equity shares

(b) Offer rights shares to existing shareholders

(c) Increase dividend payout

(d) Sell company assets

Create a plan for a company to improve its debt-to-
equity ratio using share capital management.

(a) Issue more debentures

(b) Buy back equity shares

(c) Convert debentures into equity shares

(d) Reduce dividend payments

Formulate a method for a company to reward its long-
term shareholders without using cash.

(a) Offer additional voting rights

(b) Issue bonus shares

(c) Increase the dividend rate

(d) Provide company merchandise

Propose a strategy for a start-up to raise capital while
maintaining control over decision-making.

(a) Obtain bank loans

(b) Issue equity shares to the public

(c) Issue non-voting preference shares

(d) Crowdsource funds online

Design a policy for a company to use its share premium
account effectively.

(a) Distribute it as dividends

(b) Invest in marketing campaigns

65.

66.

67.

68.

69.

70.

71.

72

(c) Buy back shares
(d) Fund research and development projects

Develop a plan for a company to transition from high-
risk, high-return investments to a more stable financial
position using share capital.

(a) Issue more equity shares

(b) Convert high-yield debentures to shares

(c) Reduce dividend payments

(d) Sell off risky investments

Suggest a creative use of sweat equity shares for
employee motivation and retention.

(a) Offer them as bonuses

(b) Use them for employee-of-the-month awards
(c) Tie them to long-term performance goals

(d) Provide them as retirement benefits

Envision a company's approach to balance equity and
debt financing to optimize its capital structure.

(a) Focus only on equity financing

(b) Focus only on debt financing

(c) Use a mix of equity and convertible debentures
(d) Avoid any external financing

What is the legal term for the process where a company
increases its authorized share capital?

(a) Share dilution (b) Capital augmentation

(c) Capital restructuring (d) Share consolidation

Which type of company shares come with a 'pre-
emptive right"?
(a) Preference shares (b) Bonus shares

(c) Rights shares (d) Treasury shares

In corporate finance, what does 'red herring prospectus'
refer to?

(a) A final prospectus

(b) A preliminary prospectus

(c) A fraudulent prospectus

(d) An outdated prospectus

What term describes the process of converting a private
company into a public company?

(a) Public offering (b) Privatization
(c) Going public (d) Incorporation

. What is the purpose of a 'stock split?
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a) To decrease the market price of shares
b) To increase the market price of shares
¢) To reduce a company's equity

—_ o~~~

d) To increase a company's debt

Which corporate action does not directly change a
company's share capital?

(b) Rights issue

(d) Stock split

(a) Bonus issue
(c) Dividend payment

What is the primary function of a 'custodian' in the
context of shareholding?

(a) To vote on behalf of shareholders

(b) To manage dividend payments

(c) To hold securities for safekeeping

(d) To advise on investment decisions

Which of the following best describes 'venture capital'?
(a) A loan from a financial institution

(b) Investment in established companies

(c) Investment in startups and small businesses

(d) Government grants for businesses

What is the primary characteristic of 'bearer shares"?
(a) They are registered in the company's books

(b) They are owned by whoever holds the physical share
certificate

(c) They come with no voting rights

(d) They always pay a fixed rate of dividend

What does the term 'blue chip stock' refer to?

(a) Stocks of new technology companies

(b) Stocks with a very low market price

(c) Stocks of large, well-established, and financially
sound companies

(d) Stocks that have high risk and high return potential

A 'poison pill' strategy is used by companies to:
(a) Reduce tax liabilities

(b) Avoid hostile takeovers

(c) Increase market share

(d) Reduce operational costs

Which term refers to the total number of shares that a
company has sold to investors?
(a) Authorized shares (b) Issued shares

(c) Outstanding shares (d) Treasury shares
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In terms of corporate governance, what is a 'proxy vote?
(a) A vote cast by shareholders through mail

(b) A vote cast by a representative on behalf of a
shareholder

(c) A vote cast electronically

(d) A unanimous vote by all board members

What is meant by 'undercapitalization' of a company?
(a) Having excess capital

(b) Having inadequate capital relative to its needs

(c) Having a high debt-to-equity ratio

(d) Having a low return on investment

Which document outlines the specific classes of shares a
company can issue?

(a) Prospectus

(b) Memorandum of Association

(c) Articles of Association

(d) Shareholders' agreement

What is the main purpose of a 'rights issue' by a
company?

(a) To change the company's management

(b) To raise additional capital

(c) To alter the company's capital structure

(d) To pay off long-term debts

In what scenario would a company most likely issue
'sweat equity shares'?

(a) When the company is facing financial difficulties
(b) To reward employees for their contributions

(c) To pay off its creditors

(d) To attract new investors

What type of shares are typically held in a company's
treasury stock?

(a) Shares bought back from shareholders

(b) Newly issued shares

(c) Shares reserved for employee stock options

(d) Shares held by the company's founders

What is the meaning of 'market capitalization' of a
company?

(a) The total value of its assets

(b) The total amount of its debts

(c) The total value of its shares in the market

(d) The total revenue generated in a fiscal year
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Which entity typically regulates the stock market in a
country?

(a) The central bank

(b) The securities and exchange commission

(c) The ministry of finance

(d) The stock exchange itself

What does a 'cumulative preference guarantee?
(a) Voting rights in company decisions

(b) Accumulation of dividends if not paid in a year
(c) A fixed share price

(d) Conversion into equity shares

What is a 'scrip dividend"?

(a) A dividend paid in the form of additional shares
(b) A cash dividend

(c) A dividend paid once every two years

(d) A dividend paid to preference shareholders

When can a company use its Securities Premium
Account under the Companies Act?

(a) For declaring dividends to shareholders

(b) For writing off preliminary expenses of the company
(c) For the purchase of its own shares

(d) For increasing the authorized share capital

What is the penalty for a company that fails to comply
with the requirements of Section 73(2) of the
Companies Act regarding the acceptance of deposits?
(a) Fine ranging from INR 1 crore to INR 10 crore

(b) Imprisonment for a term not exceeding 7 years

(c) Both a fine and imprisonment

(d) Cancellation of the company's license

Which of the following is true about the Buyback of
Shares as per the Companies Act?

(a) It can exceed 25% of the aggregate of paid-up capital
and free reserves

(b) The debt-equity ratio post buyback should not be
more than 2:1

(c) It requires approval from the Securities and
Exchange Board of India (SEBI)

(d) It can be done only from the free reserves of the
company

As per the Companies Act, which document must be
submitted to the Registrar for registration of charge
within 30 days of its creation?
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(a) Form CHG-1
(d) Form MGT-14

(b) Form INC-22
(c) Form SH-4

Under the Companies Act, the term 'sweat equity
shares' refers to

(a) Shares issued at a discount to employees

(b) Shares issued for consideration other than cash for
providing know-how or intellectual property rights

(c) Shares bought back by the company

(d) Shares issued to promoters for a premium

The 'alteration of share capital clause in the Companies
Act allows a company to undertake which of the
following actions?

(a) Increase its authorized share capital

(b) Consolidate and divide its share capital into shares of
larger denomination

(c) Convert its fully paid-up shares into stock

(d) All of the above

What is the minimum number of directors required to
form a Public Company under the Companies Act?

(b) Three

(d) Seven

(a) Two
(c) Five

In the context of the Companies Act, 'nominal’ or 'face
value' of a share refers to:

(a) The market value of the share

(b) The value at which the share is bought back by the
company

(c) The value printed on the share certificate

(d) The minimum price at which a share can be issued

The Companies Act requires that a company's financial
statements must be audited by:

(a) The Board of Directors

(b) A qualified Chartered Accountant in practice

(c) The Securities and Exchange Board of India

(d) The Registrar of Companies

Which statement is correct regarding the appointment
of an independent director under the Companies Act?
(a) The term of an independent director shall no exceed
five years

(b) An independent director can be reappointed for two
consecutive terms

(c) An Independent director is not entitled to any
remuneration other than sitting fees

(d) An Independent director must be a resident of India
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Under the Companies Act, the report of the Board of
Directors must include information on

(a) The state of the company's affairs

(b) The amount proposed to be carried to reserves
(c) Dividend recommendation

(d) All of the above

What is the minimum paid-up capital requirement for
Private Companies according to the Companies Act?
(a) INR 1,00,000 (b) INR 5,00,000

(c) No minimum paid-up capital requirement

(d) INR 10,00,000

A company can issue shares with differential rights as to
dividend, voting, or otherwise, provided that:

(a) The total number of such shares does not exceed
25% of the total post-issue paid-up equity share capital
(b) It is authorized by the company's Articles of
Association

(c) It complies with the conditions prescribed by the
Companies Act

(d) All of the above

The quorum for a general meeting of a public company
as per the Companies Act is:

(a) 5 members personally present

(b) 7 members personally present

(c) 10 members personally present

(d) 15 members personally present

A company's registered office must be declared to the
Registrar within:

(a) 15 days of incorporation

(b) 30 days of incorporation

(c) 60 days of incorporation

(d) 90 days of incorporation

Under the Companies Act, the auditor of a company
must be appointed by:

(a) The Board of Directors

(b) The shareholders at the Annual General Meeting
(c) The Central Government

(d) The Securities and Exchange Board of India

In a scenario where a company is issuing shares at a
discount, which of the following is a necessary condition
as per the Companies Act?

(a) The issue must be authorized by the Articles of
Association
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(b) The discount must not exceed 10% of the face value
(c) The shares must be issued within two months of
receiving approval from the Central Government

(d) The shares to be issued at a discount should be
preference shares

. A company planning to alter its memorandum for

conversion from public to private must pass:

(a) A special resolution in the General Meeting
(b) A board resolution

(c) An ordinary resolution in the General Meeting
(d) Approval from the Central Government

If a company fails to repay deposits or part thereof as
per the terms and conditions of such deposits, it is
required to:

(a) File a declaration of solvency

(b) Pay interest at the rate of 18% per annum till the
date of actual payment

(c) Seek extension from the Company Law Board

(d) Convert the deposit amount into shares of the
company

When a company issues equity shares with differential
rights, the voting power in respect of such shares
should not exceed:

(a) 25% of the total voting power of all the shares

(b) 50% of the total voting power of all the shares

(c) 74% of the total voting power of all the shares

(d) There is no restriction on the voting power

If a company contravenes the provisions related to the
issue of prospectus, the penalty may include:

(a) Fine which may extend to INR 50,000

(b) Fine which may extend to INR 3,00,000

(c) Imprisonment for a term which may extend to 3
years

(d) Both b andc

A company's decision to reduce its share capital must
be confirmed by:

(a) The Board of Directors

(b) The shareholders in the General Meeting

(c) The National Company Law Tribunal

(d) The Registrar of Companies

A company that has defaulted in repayment of fixed
deposits can issue further deposits only after:
(a) Paying off all existing deposits and interest thereon
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(b) Obtaining approval from the Company Law Board

(c) Reducing its total borrowing from banks and financial
institutions

(d) Passing a special resolution in the general meeting

A company planning to change its financial year must
seek approval from:

(a) The Central Government

(b) The Securities and Exchange Board of India

(c) The Reserve Bank of India

(d) The shareholders in the general meeting

When a company wants to appoint a Managing
Director, the appointment is subject to compliance with
conditions specified in:

(a) The Companies Act

(b) The Articles of Association of the company

(c) The agreement between the company and the
Managing Director

(d) All of the above

Analyze the potential impact on a company's financial
health when it decides to issue additional shares. What
could be a probable outcome?

(a) Decrease in the company's overall debt-to- equity
ratio

(b) Reduction in the earnings per share due to dilution
(c) Increased market capitalization and share value

(d) Immediate improvement in cash flow and liquidity

When a company opts to convert its debentures into
equity, analyze the long-term impact on its capital
structure. What is a likely effect?

(a) Increased financial risk due to higher debt levels
(b) Reduced control by existing shareholders due to
dilution

(c) Lowered cost of capital due to a reduction in debt
(d) Enhanced ability to raise further debt in the future

Analyze how the introduction of a mandatory Corporate
Social Responsibility (CSR) policy in the Companies Act
affects a company's public image. What could be a
potential effect?

(a) Enhanced reputation and brand value

(b) Decreased focus on core business activities

(c) Increased financial burden leading to reduced profits
(d) Loss of autonomy in deciding charitable activities

118.

119.

120.

121.

122.

In a scenario where a company is consistently failing to
pay dividends, analyze the likely impact on its
shareholder relations. What might be an outcome?

(a) Improved reinvestment in business growth

(b) Increased trust in the company's financial
management

(c) Decline in shareholder satisfaction and trust

(d) Enhanced perception of financial stability

Analyze the effect of a company's decision to
significantly reduce its share capital. What might be
the consequences for its market position?

(a) Improved competitive advantage due to lower
capital

(b) Potential loss of investor confidence

(c) Enhanced ability to attract new investors

(d) Reduced financial flexibility

When a company adopts a policy of rotating its
auditors as per the Companies Act, analyze the
potential impact on its auditing process. What could
be a result?

(a) Decreased audit quality due to lack of continuity
(b) Increased audis independence and objectivity

(c) Higher costs due to the frequent change of auditors
(d) Reduced compliance requirements with regulatory

In the context of a company providing loans to its
directors, analyze the risks involved in terms of
corporate governance. What is a likely risk?

(a) Enhanced transparency in financial dealings
(b) Increased possibility of conflicts of interest

(c) Improved financial management and resource
allocation

(d) Lower risk of financial mismanagement

Analyze the implications for a company that does not
maintain an adequate Debenture Redemption Reserve
(DRR). What could be the impact on its
creditworthiness?

(a) Increased trust among debenture holders

(b) Improved credit rating due to perceived financial
strength

(c) Higher interest rates on future debt issues

(d) Reduced financial obligations towards debenture
holders
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In a situation where a company is late in filing its annual
return, analyze the potential consequences for its
corporate compliance record. What could be an
outcome?

(a) Improved operational efficiency due to focus on
business activities

(b) Potential legal penalties and reputational damage
(c) Enhanced investor confidence due to increased
transparency

(d) No significant impact as it's a common occurrence

Analyze the impact on a company's financial statements
when it opts to buy back its shares. What is a likely
effect?

(a) Increase in the total assets of the company

(b) Decrease in the equity portion of the balance sheet
(c) Enhancement in the company's debt-to-equity ratio
(d) No significant change in the financial statements

When a company decides to issue convertible
debentures, analyze the potential advantages arid
disadvantages. What could be a dual effect?

(a) Reduced interest cost but potential dilution of equity
(b) Immediate cash influx but increased long-term debt
obligation

(c) Enhanced investor interest but higher financial risk
(d) Lowered capital costs but decreased control over
ownership

Analyze the impact of a company's failure to comply
with the legal requirements for issuing a prospectus.
What could be the consequences?

(a) Increased regulatory scrutiny and potential fines
(b) Enhanced market reputation due to increased
transparency

(c) Improved relations with financial institutions

(d) No significant effect as long as the company is
performing well financially

In the context of a company altering its Memorandum
of Association, analyze the potential impact on its
operational flexibility. What could be a result?

(a) Reduced ability to diversify its business activities

(b) Enhanced capability to enter new markets or sectors
(c) Decreased corporate governance standards

(d) No impact on operational activities

128.

129.

130.

131.

132.

133.

Analyze the implications for a company that
consistently fails to maintain a minimum number of
directors as required by the Companies Act. What
could be a potential risk?

(a) Increased efficiency in decision-making processes
(b) Improved board dynamics and effectiveness

(c) Potential non-compliance and legal sanctions

(d) Enhanced public perception due to lean
management

Evaluate the impact of a company's decision to buy
back its shares. Which of the following is a likely
consequence?

(a) Decrease in the overall market capitalization

(b) Increase in share liquidity

(c) Elevation in earnings per share

(d) Reduction in the company's asset base

Considering the requirement for a minimum number
of directors in a public company, assess the potential
impact on corporate governance when this minimum
is not met:

(a) Enhanced operational efficiency

(b) Decreased risk of financial fraud

(c) Possible governance and compliance issues

(d) Increased investor confidence

When evaluating the option of issuing debentures
with a convertible feature, which factor should a
company consider as a potential disadvantage?
(a) Immediate increase in debt

(b) Reduction in control by existing shareholders
(c) High interest payments

(d) Short-term financial obligation

In the context of altering the share capital, assess the
impact of consolidating shares into larger
denominations:

(a) It increases the total number of shares available for
trading

(b) It makes the shares more affordable to small
investors

(c) It can lead to a perception of higher value per share
(d) It decreases the company's market capitalization

Evaluate the implications of non-compliance with the
provisions related to the Debenture Redemption
Reserve (DRR):
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a) Enhanced flexibility in financial management
b) Increased trust among debenture holders
c) Potential legal penalties and loss of reputation

—_ o~~~

d) Faster redemption of debentures

Assess the effect of issuing shares at a significant
discount on the company's financial health:

(a) Immediate increase in cash flow

(b) Potential dilution of existing shareholders' equity
(c) Improvement in the debt-equity ratio

(d) Enhanced long-term profitability

When a company decides to alter its memorandum for
conversion from public to private, evaluate the
potential impact on its operations:

(a) Increased regulatory scrutiny

(b) Greater flexibility in decision-making

(c) Enhanced public perception and branding

(d) Higher capital raising potential

In evaluating the appointment of an independent
director, which aspect is most crucial for enhancing
corporate governance?

(a) The director's remuneration package

(b) The director's expertise and experience

(c) The number of other directorships held

(d) The duration of the director's tenure

Propose a strategy for a company to enhance its
corporate governance through the optimal use of
independent directors as per the Companies Act.

(a) Regular training sessions on corporate governance
(b) Increasing the number of independent directors on
key committees

(c) Conducting an independent review of board
effectiveness

(d) All of the above

Design a plan for a company to maintain its share price
stability while undergoing a large-scale share
consolidation:

(a) Offer a share exchange program

(b) Initiate a public awareness campaign

(c) Implement a phased consolidation approach

(d) Provide a special dividend to existing shareholders

Create an approach for a company to mitigate the risk
of dilution of control when issuing convertible
debentures:

(a) Restrict the conversion rights to specific periods

(b) Offer a higher interest rate instead of conversion
rights

(c) Limit the issue of convertible debentures to existing
shareholders

(d) Cap the total number of shares available for
conversion

140. Formulate a policy for a company to enhance

transparency and trust among stakeholders whes
altering the share capital:

(a) Conduct a shareholder referendum

(b) Publish detailed reports on the reasons and
impacts of the alteration

(c) Hold a press conference to explain the changes
(d) Offer a buyback program for dissenting
shareholders

141. Propose a strategy for a company to enhance

shareholder value after issuing shares at a discount
(a) Focus on long-term growth initiatives

(b) Implement cost-cutting measures

(c) Increase share buyback programs

(d) Diversify the company's investment portfolio

142.Suggest a governance structure for a newly converted

private company to ensure effective decision-making:
(a) Establish a smaller, more agile board of directors
(b) Increase the frequency of shareholder meetings
(c) Introduce stricter regulatory, compliance checks
(d) Develop a clear corporate vision and mission
statement

143. Design a framework for evaluating the performance of

independent directors to strengthen corporate
governance:

(a) Conduct annual performance reviews by external
consultants

(b) Implement a peer-review system among board
members

(c) Use shareholder feedback surveys

(d) Set specific performance targets related to
governance improvements

144. Formulate a communication plan for a company that

has failed to maintain a registered office, to mitigate
negative public perception:

(a) Issue a formal apology and outline corrective
actions
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(b) Hold a town hall meeting with key stakeholders
(c) Provide regular updates on the establishment of a
new office

(d) Engage in community service activities to

Identify the section of the Companies Act 2013 that
outlines the specific requirements for a company to buy
back its shares.
(a) Section 68
(c) Section 71

(b) Section 70
(d) Section 85

In accordance with the Companies Act, what is the
maximum duration for which a company can accept
deposits from its members?

(a) 3 years (b) 5 years

(c) 7 years (d) 10 years

Which form is prescribed by the Companies Act for the
submission of financial statements and other
documents with the Registrar?

(a) MGT-7 (b) MGT-9

(c) AOC-4 (d) ADT-1

Which section of the Companies Act 2013 mandates the
internal audit for certain classes of companies?

(a) Section 134 (b) Section 138

(c) Section 143 (d) Section 149

As per the Companies Act, what is the time limit for
filing the particulars of a charge with the Registrar of
Companies?

(a) Within 30 days of its creation

(b) Within 60 days of its creation

(c) Within 90 days of its creation

(d) Within 120 days of its creation

Under the Companies Act, which section pertains to the
formation of a company with charitable objects, etc.?
(a) Section 7 (b) Section 8

(c) Section 10A (d) Section 12

The Companies Act specifies the eligibility criteria for a
company to issue a letter of offer for, the private
placement of shares. Which section covers this aspect?
(a) Section 42 (b) Section 62

(c) Section 71 (d) Section 149

152.

153.

154.

155.

156.

157.

As per the Companies Act, which section deals with
the prohibition on forward dealings in securities by
directors or key managerial personnel?

(a) Section 194 (b) Section 195

(c) Section 196 (d) Section 197

Create a plan for a company to effectively manage the
implications of issuing sweat equity shares, balancing
the interests of existing shareholders and employees.
(a) Implementing a phased approach to issuing sweat
equity

(b) Offering additional benefits to existing
shareholders

(c) Conducting a detailed impact analysis prior to
issuance

(d) Setting a cap on the total percentage of sweat
equity issued

In the context of the Companies Act, which section
specifies the conditions under which a company can
provide loans to directors?
(a) Section 185

(c) Section 187

(b) Section 186
(d) Section 188

Interpret the requirement under the Companies Act
regarding the rotation of auditors in a company. How
often must a company rotate its auditors?

(a) After every 3 years

(b) After every 5 years

(c) After every 10 years

(d) There is no such requirement for rotation

According to the Companies Act, under what
circumstances can the Tribunal order the winding up
of a company?

(a) The company is unable to pay its debts

(b) The company has acted against the sovereignty
and integrity of India

(c) The Tribunal believes it is just and equitable to
wind up the company

(d) All of the above

Explain the implication of a company failing to comply
with the requirements of Section 73 regarding the
acceptance of deposits from public. What could be a
consequence?

(a) The company will have to reduce its capital
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(b) The company's directors will face disqualification
(c) The company and every officer in default may face a
penalty or imprisonment

(d) The company will lose its listing status on stock
exchanges

Understand the provisions related to the declaration of
dividend as per the Companies Act. What sources can a
company legally use to declare a dividend?

(a) Profits of the current financial year only

(b) Accumulated profits from previous financial years
(c) The company's reserves

(d) Both band c.

In the context of corporate governance, interpret the
significance of an independent director's role as per the
Companies Act. Which of the following is not a function
of an independent director?

(a) To safeguard the interests of all stakeholders

(b) To facilitate the company's growth through personal
investments

(c) To provide objective judgment in the absence of a
conflict of interest

(d) To ensure the integrity of financial information

According to the Companies Act, under what condition
can a company alter the provisions of its Memorandum
of Association?

(a) By passing an ordinary resolution in the General
Meeting

(b) By passing a special resolution in the General
Meeting

(c) With the approval of the Central Government

(d) With the unanimous consent of all board members

Assess the purpose of the mandatory creation of a
Debenture Redemption Reserve (DRR) for certain types
of companies as per the Companies Act. Why is it
required?

(a) To secure the interest payments on debentures

(b) To ensure the repayment of the principal amount on
maturity

(c) To invest in profitable ventures

(d) To maintain a minimum level of operational funds

Explain the significance of the 'Right of First Refusal' in
the context of the Companies Act. In which scenario is it
most relevant?

(a) When issuing new shares to the public

(b) In the buyback of shares by a company

(c) During the transfer of shares among existing
shareholders

(d) In the appointment of new directors

163. As per the Companies Act, a company can convert its

loans or debentures into equity shares. What is the
core reason for a company to opt for such a
conversion?

(a) To increase its borrowing capacity

(b) To improve its debt-to-equity ratio

(c) To avoid paying dividends on equity

(d) To reduce its interest obligations 164,

164. Interpret the provisions of the Companies Act

regarding the maintenance of a Registered Office.
What critical purpose does it serve?

(a) It's the primary location where manufacturing
activities are conducted

(b) It serves as the main point of contact for all
statutory communications

(c) It's used for holding annual general meetings
(d) It's where the majority of employees work

165. Explain the consequences under the Companies Act

for a company failing to comply with the requirements
regarding the issue of a prospectus.

(a) The company's directors may face a ban on serving
on any corporate board

(b) The company and its officers may face fines and
imprisonment

(c) The company's shares will be immediately delisted
from stock exchanges

(d) The company will be barred from raising funds

166. When a company is undergoing amalgamation, what is

the necessary compliance as per the Companies Act
for protecting the interests of its employees?

(a) Ensuring no change in their employment terms for
at least 2 years

(b) Providing compensation equivalent to three
months' salary

(c) Obtaining consent from at least 75% of the
employees

(d) Forming an employee welfare fund
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167.If a company wants to issue debentures with a
maturity period beyond ten years, which condition
must it fulfill as per the Companies Act?

(a) The debentures must be convertible into equity
shares

(b) It must be an infrastructure company

(c) The interest rate must not exceed the RBI's
prescribed limit

(d) Approval must be obtained from the majority of
the debenture holders

168. Analyze the potential impact of a company's decision

to issue sweat equity shares on its financial
statements. What would be the most significant
effect?

(a) Increase in cash reserves

(b) Dilution of existing shareholders' equity

(c) Reduction in tax liability

(d) Improvement in the debt-to-equity ratio

169. In a situation where a company is penalized for non-

compliance with CSR provisions under the Companies

Act, analyze the implications for its corporate
reputation. What could be a major consequence?
(a) Enhanced public perception as a socially
responsible company

(b) Decreased investor confidence and potential stock

price impact

(c) Increased attractiveness to socially conscious
investors

(d) Mandatory increase in future CSR spendings

170. Analyze the implications of a company not maintaining

a proper Debenture Redemption Reserve (DRR) as

required by the Companies Act. What could be a likely

impact on the company's credit rating?
(a) Improvement due to increased operational
flexibility

(b) Deterioration due to perceived higher financial risk

(c) No impact as DRR is not a critical factor in credit
rating

(d) Temporary stabilization fluctuation with eventual

171. When a company opts for converting its loans into

equity shares, analyze the likely change in its financial

risk profile. What is the most probable outcome?
(a) Increased financial risk due to higher debt

(b) Reduced financial risk as equity doesn't require
fixed repayments

172.

173.

174.

175.

176.

(c) No change in financial risk as the total capital
remains the same

(d) Variable financial risk depending on the market
performance of the shares

In the context of a company altering its share capital
structure, analyze the potential effects on its market
perception. Which of the following is most likely?

(a) Enhanced market perception due to increased
capital

(b) Diminished market perception due to perceived
instability

(c) No significant change as it is a routine financial
operation

(d) Increased investor interest due to potential growth
opportunities

In analyzing the decision of a company to grant loans
to its directors, what could be the potential
governance risks as per the Companies Act?

(a) Conflict of interest and breach of fiduciary duty
(b) Inefficient use of company resources

(c) Mandatory disclosure in financial statements

(d) Increased scrutiny from regulatory bodies

Evaluate the effectiveness of the Companies Act in
ensuring transparent financial disclosures by
companies. What aspect could be considered a
limitation?

(a) The lack of specific guidelines for financial
reporting

(b) Inadequate penalties for non-compliance

(c) The absence of mandatory external audits

(d) Reliance on self-disclosure by companies

Consider a company undergoing a restructuring
process. Evaluate the importance of compliance with
the Companies Act in maintaining shareholder trust
during this period.

(a) It is critical for preventing legal challenges

(b) It has minimal impact as shareholders focus more
on financial performance

(c) It is essential for maintaining market confidence
(d) It is less important than internal management
decisions

Evaluate the impact of a company's decision to alter
its financial year as per the Companies Act on its
operational efficiency and financial planning.
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(a) Significant positive impact due to alignment with
global financial practices

(b) No major impact as it is primarily a compliance
matter

(c) Potential negative impact due to disruption in
accounting cycles

(d) Mixed impact depending on the nature of the
business

Propose a comprehensive strategy for a company to
improve its compliance with the CSR provisions of the
Companies Act while enhancing its social impact.

(a) Establishing a dedicated CSR department

(b) Partnering with reputable non-profit organizations
(c) Conducting regular social audits

(d) All of the above
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