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Step 1: Prioritize your chapters 

Chapters in the index are 
categorized as A, B, or C based on 
their importance. Focus more on 'A' 
chapters, as t hey carry the most 
weight, and give adequate 
attention to 'B' chapters. While all 
chapters must be covered, this 
approach helps manage time 
effi ciently for better results. 

Step 3: Start easy 

Start w ith Question 1, as t hey 
progress from easy to difficult, 
helping you build confidence 
throughout the chapter. Pay close 
attention to the "EXAM INSIGHTS" 
to avoid common mistakes. 
Questions are segregated topic 
w ise where possible. 

. . . . 
• •• • 
• • • • 
• • • 

Step 2: Identify key concept 

Identify the key concepts for each 
chapter using the l ist provided at 
the start of the chapter. Ensure you 
understand them thoroughly. If you 
struggle with a question, revisit the 
concepts, review t hem, and 
strengthen your understanding 
before moving fo rward. 

Step 4: Last Day Revision (LOR) 

Focus on solving LOR questions 
during the fina l revision. In the 1.5 
days before the exam, prioritize 
these questions as they cover the 
most criti cal concepts from each 
chapter. You'll find a quick summary 
of LOR question numbers listed right 
before each chapter for easy 
reference. 
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QUICK REVIEW OF IMPORTANT CONCEPTS 

Need for LLP 

LOR Questions 
Q9 
Qll 
Q13 
Q 14 

• The LLP Act, 2008 provides an alternative to traditional partnerships w ith unlimited liability and rigid LLC 
governance. 

• LLPs combine limited liability with partnersh ip flexibility, allowing members to structure operations t hrough 
mutual agreement. 

• They benefit ent repreneurs, professionals, and service providers by creating commercially efficient business 
vehicles. 

• Due to their flexibility, LLPs are ideal for small enterprises and ventu re capital investments. 
Advantaees of LLP 

• Is organized and operates on the basis of an agreement 

• Provides flexibility withou t imposing detailed legal and procedural requirements 

• Easy to form ! • Flexible capital st ruct ure 
I 

• Easy to dissolve ! • All partners enjoy limited liabil ity 

Limited Liability partnership agreement 

Any wr itten agreement between the part ners of the LLP or between the LLP and its par tners which determines 

t he mutual r ights and duties of the part ners and their rights and duties in relation to that LLP. 

Small Limited Liability partnership 

1. Contribution does not exceed ~25 lakh or a higher prescribed limit up to ~5 crore. 
2. Turnover does not exceed '!:40 lakh or a higher prescribed limit up to !!:50 crore, based on the 

previous financia l year's Statement of Accounts and Solvency. 
3. Meets other prescribed requirements and conditions 

Partners 

Any individual or body corporate may be a partner in a LLP 
However, an individual shall not be capable of becoming a partner of a LLP, if-
• He has been found to be of unsound mind by a Court of competent jurisdiction and the finding is in fo rce; 

Chapter 12 The Limited Liability Partnership Act, 2008 
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• He is an undischarged insolvent; or 
• He has applied to be adjudicated as an insolvent and his application is pending 

1. Minimum Number Of Partners 
Every LLP shall have at least two partners. If at any time the number of partners of a LLP is reduced below two 
and the LLP carries on business for more t han six months while t he number is so reduced, 

• t he person, who is t he only partner of the LLP during the time t hat i t so carries on business after those six 
months and 

• has the knowledge of the fact that it is carrying on business w ith him alone, 

• shall be liable personally for the obligations of the LLP incurred dur ing that per iod. 

2. Designated Partners 
• Every LLP shall have at least two designated partners who are individuals and at least one of them shall be 

a resident in India. 

• If in LLP, all the partners are bodies corporate or in which one or more partners are individuals and bodies 
corporate, at least two individuals who are partners of such LLP or nominees of such bodiy corporate shall 

act as designated partners. 
• Resident in India: For the purposes of this section, the term resident in India means a person who has stayed 

In India for a period of not less than 120 days during the financial year. 

Incorporation 

Incorporation Document 
• two or more persons associated for carrying on a lawful business with a view to profit shall subscribe their 

names to an incorporation document; 

• the incorporation document shall be filed In Sl/ch manner and w ith such fees, as may be prescribed with the 
Registrar of the State in which the registered office of the LLP is to be situated; and 

• Statement in the prescribed form, made by either an advocate, or a CS or a CA or a Cost Accountant, who is 
engaged in t he formation of t he LLP and by any one who subscr ibed his name to the incorporation 
document, that al l t he requirements of this Act and t he rules made thereunder have been complied w ith, in 

respect of incorporation and matters precedent and incidental thereto. 

If" person 
makes a 
statement 

knows to be false; or Shall be w ith imprisonment for a term wh ich may extend to 2 
does not believe to be true, punishable years and 

w it h fi ne which shall not be less than ~ 10,000 but 
which may extend to ~ 5 Lakh. 

Incorporation By Registration 

When the requirements Imposed by section 11 have been compl ied with, the Registrar shall retain the 
incorporation document and, he shall, within a per iod of 14 days-

' register t he incorporation document; and ! give a certificate t hat t he LLP is incorporated by 
! the name specified therein --·---·---·-·--·-·--·---·---·---·-·--·-·---·---·---· .... ·-- -·-·-- -·- -·-·-- -·--·-- -·----·---- -·-·-·- -·--·-·-·-

• The certificate shall be signed by t he Registrar 

and authenticated by hils official seal 
• The certificate shal I be conclusive evidence 

that the LLP is incorporated by the name 
specified therein 

Registered Office of LLP and Change therein 

12.2 

• Every LLP must have a registered office for receiving communications and notices. 

• Documents can be served via post, registered post, or other prescribed methods at t he registered office 

or a declared address. 

• A LLP may change the place of its regist ered office and file the notice of such change w ith the Registrar 

and any such change shall take effect only upon such fil ing 

• Non-compliance results in a penalty of ~500 per day, up to ~50,000 for the LLP and each partner. 

Chapter 6 Registration of Charge.-



Effect of Registration 

1. Suing and being sued; 
2. Acquiring, owning, holding and developing or disposing of property, whether movable or immovable, 

tangible or intangible; 
3. Having a common seal, if i t decides to have one; and 
4. Doing and suffer ing such other acts and th ings as bodies corporate may lawf ully do and suffer. 

Reservation of n"m" 

• A person may apply to the Registrar with the prescribed fee to reserve a name for a proposed LLP or a 
name change. 

• Upon approval and payment, t he Regist rar reserves the name for 3 months from the date of intimation. 

Rectification of name of LLP 

The Central Government may direct an LLP to change its name with in 3 months of issu ing the direction. 
After changing it s name, the LLP must : 

• Notify the Registrar within 15 days for certificate of incorporation update. 

• Update its name in the LLP agreement w ithin 30 days of the certificate change. 

Extent and limitation of liability of UP and partner 

1. Extent of liability of LLP 

• An LLP is not bound by a partner's actions if the partner lacks authority and the third party knows t his or 
does not believe them to be a partner. 

• The LLP Is liable for a partner 's w rongful act or omission if it occurs in the course of business or with LLP's 
authority. 

• Any obligation of the LLP, whether contractual or otherw ise, is solely the LLP's responsibility. 
• LLP liabilities are to be met from LLP property. 

2 . Extent of liability of partner 

• A partner is not personally liable, directly or indirectly for an obligation referred to in section 27(3) solely 
by reason of being a partner of the LLP. 

• The provisions of section 27(3) and section 28(1) shall not affect the personal liabili ty of a partner for his 
own wrongful act or omission, but a partner shall not be personally liable for t he wrongful act or omission 
of any other partner of the LLP. 

Holding out 

• Anyone falsely representing t hemselves as a partner in an LLP is liable if credit is given to the LLP based on 
that representation. 

• If the LLP receives credit due to such representation, it is liable for the amount received or any financial 

benefit derived, In addition to the Individual's liability. 

• The continued use of a deceased partner 's name in the LLP does not make their legal representative or 
estate liable for LLP actions after t heir death. 

Annual Return 

• Duly authenticated Annual Return with the Registrar within 60 days of closure of financial year 

Penalty for Non-Fi Ii ng: 

• LLP-'o: 100 per day subject to maximum 'o:1,00,000 
• Every Designated Partner . 'o: 100 per day subject to maximum 'o: 50,000 

Winding Up of LLP 

Winding up of a LLP may be 

Voluntary or by t he Tribunal 
• if the LLP decides that LLP be wound up by the Tribunal 

• if, for a period of more than 6 months, the number of partners of the LLP is reduced below 2 

• if the LLP has acted against the interests of the sovereignty and integrity of India, t he security of the State 
or pub I le order 

• if the LLP has made a default in filing with the Registrar the Statement of Account and Solvency or annual 
retu rn for any 5 consecutive financial years 

Chapter 12 The Limited Liability Partnership Act, 2008 



Question & Answers 

LLP· Meaning & Concept 

Question 1 

Define the term 'Small limited liability partnership' as per the provisions of the Limited liability Partnership 
Act, 2008. {MTP 5 Marks July'Z4} {MTP 5 Marks Deo'Z4} 

Answer 1 
Small limited liability partnership 
According to section 2(1)(ta) of the Limited Liabili ty Partnership Act, 2008, small limited liability partnership 
means a limited liability partnership: 
(i) the contr ibution of which, does not exceed twenty-five lakh rupees or such higher amount, not exceeding 

five crore rupees, as may be prescribed; and 
(ii) the turnover of which, as per the Statement of Accounts and Solvency for the immediately preceding 

financial year, does not exceed forty lakh rupees or such higher amount, not exceeding fifty crore rupees, as 
may be prescr ibed; or 

(iii) which meets such ot her requirements as may be prescribed, and fulfils such terms and conditions as may 
be prescribed. 

Question 2 

Defino tho term 'Body Corporate' as per tho provisions of tho limited liability Partnership Act, 2008. 
(MTP 5 Marks Aug'24) 

Answer2 
{b) Body Corporate: According t o section 2{1){d) of the Limited Liability Partnership Act, 2008, body corporate 
means a company as defined in section 2(20) of the Companies Act, 2013 and includes: 
(i) a LLP registered under the limited liability Partnership Act, 2008; 
(ii) a LLP Incorporated outside India; and 
(iii) a company incorporated outside india,but does not lnclude

(1) a corporation sole; 
(i i) a co-operative society registered under any law for the time beingi111 force; and 
(iii) any other body corporate (not being a company as defined in section 2(20) of the Companies Act, 2013 

or a limited liability partnership as defined in the Limited Liabi lity Partnership Act, 2008), which the 
Cent ral Government may, by notification In the Official Gazette, specify in t his behalf. 

Question 3 

"llP is an alternative corporate business form that gives the benefits of limited liability of a company and the 
flexibility of a partnership". Explain. {MTP 5 Marks Mar'Z4, SM} 

Answc,r 3 
Limited Liabili ty Partnership {LLP) is an alternative corporate business form that gives the benefits of limited 
liability of a company and the flexibility of a partnership limited Liabili ty: Every par tner of a LLP is, for the purpose 
of t he business of LLP, the agent of the LLP, but not of other partners (Section 26 of the LLP Act, 2008). The liabili ty 
of the partners wil I be lim ited to their agreed contr ibution in the LLP, while the LLP it self w i II be liable for the ful I 
extent of its assets. 
Flexibili ty of a partnersh ip: The LLP allows its members the flexibility of organizirng their internal structure as a 
partnership based on a mutually arrived agreement. The LLP form enables entrepreneurs, professionals and 
enterprises providing services of any kind or engaged in scientific and technical disciplines, to form commercially 
efficient vehicles suited to their requirements. Owing to flexibility in its structu re and operation, the LLP is a 
suitable vehicle for small enterprises and for investment by venture capital. 

12.4 Chapter 6 Registration of Charge.-



Question 4 

Define the term 'Financial Year' as per the provisions of the Limited Liability Partnership Act, 2008. 
{MTP S Marks Nov'24} 

Answer4 
Financial Year: According to section 2(1)(1) of the Limited Liabil ity Partnersh ip Act, 2008, "Financial year", In 
relation to a Limited Liability Partnership (LLP), means the period from the 1st day of April o f a year to the 31st 
day of March of the fol lowing year. 
However, in the case of a LLP incorporated after the 30th day of September of a year, the fi nancial year may end 
on the 31st day of March of the year next following that year. 

Characteristics of UP 

Question 5 

Mohit is a creditor of WIVITSU LLP. He has a claim of' 10,00,000 against the UP. However, the assets of the UP 
are valued at only ' 7,00,000. Now, Moh it seeks to hold the partners of the LLP personally accountable for the 
shortfall of' 3,00,000. Under the provisions of the Limited Liability Act, 2008, can M oh it demand for the deficit 
from the partners of WIVITSU LLP? {RTP Moy'24, SM} 

Answer S 
A limited liability partnership is a body corporate formed and incorporated under t he limited Liabili ty Partnership 
Act, 2008 and is a legal entity separate from that of i ts partners. The LLP itself will be liable for the full extent of 
its assets but the liability of the part ners w ill be limited, Creditors of LLP shall be the creditors of LLP alone. In 
other words, creditors of LLP cannot claim from partners. The liability of the part ners will be limited to their 
agreed contribution in the LLP. Hence, the creditors of WIVITSU LLP are tne creditors of WIVITSU LLP only, 
Partners of LLP are not personally liable towards creditors. Thus, Moh it cannot cl aim his deficiency of ' 3,00,000 
from t he partners of WIVITSU LLP. 

Sec S· Partners 

Question 6 

Mr. Ankit Sharma wants to form a LLP taking him, his wife Mrs. Archika Sharma and One HUF as partners for 

that. Whether this LLP can be incorporated under LLP Act, 2008? Explain. 

Answer 6 
Section 5 of Limited liability Partnership Act, 2008 provides any individual or body corporate may be a partner 
in an LLP. However, an individual shall not be capable of becoming a partner of a LLP, if-
(a) he has been found to be of unsound mind by a Court of competent jurisdiction and the finding is in force; 
(b) he is an undischarged insolvent; or 
(c) he has applied to be adjudicated as an insolvent and his application is pendl ng. 
Further, Section (2)(1)(e) provides that a Body Corporate It means a company as defined in 'clause (20) of section 
2 of the Companies Act, 2013 and includes-

(i) an LLP registered under this Act; 
(ii) an LLP incorporated outside India; and 
(iii) a company incorporated outside India, 
but does not include-
(i) a corporation sole; 
(i i) a co-operative society registered under any law for the time being in force; and 
(i ii) any other body corporate (not being a company as defined in 'clause (20) of section 2 of the Companies Act, 

20132' or a limited liability partnership as defined in this Act), which the Central Government may, by 
notification in the Official Gazette, specify in this behalf. 
Therefore, HUF is not covered in the definition of body corporate and cannot be partner in LLP. 

Chapter 12 The Limited Liability Partnership Act, 2008 



See 6- Minimum number of Members 

Question 7 

A dispute amonc the partners of l imited Liability Partnership (the lLP) jeopardized the stability of the 
business. Out of two partners, one due to a quarrel, left the LlP. The other partner alone continued the 
business of the LLP. You are being an expert in law is requested to explain the provisions governing the LlP 
being operated by a single partner and its winding up by the Tribunal as per the provisions of the Limited 
Liability Partnership Act, 2008. {PYP 5 Marks May'24) 

Answer 7 
Accord ing to section 6 of the Limited Liability Partnership Act, 2008, 

{i) Every LLP shall have at least two partners. 
{ii) If at any time the number of partners of a LLP is reduced below two and the LLP carries on business for 

more than six months while the number is so reduced, t he person, who is the only partner of the LLP 
during the time that it so carries on business after those six months and has t he knowledge of the fact that 
i t is carrying on business with him alone, shall be liable personal ly for the obligations of the LLP incurred 
during that period. 
In the given situation, the alone partner shou ld consider the above provisions of the Limited Liability 
Partnership Act, 2008, govern ing the LLP being operated by a single partner. 
As per section 64 of the Limited Liability Partnership Act, 2008, the circumstances in which LLP may be 
wound up by Tribunal are: 
(a) if the LLP decides that LLP be wound up by the Tribunal; 
(b) i f, for a period of more than 6 months, the number of partners of the LLP is reduced below two; 
(c) if the LLP has acted against t he interests of the sovereignty and integrity of India, the security of the 

state or public order; 
{d) if the LLP has made a default in fil ling with the Registrar the Statement of Account and Solvency or 

annual return for any S consecutive financia l years; or 
(e) if the Tr ibunal is of the opinion t hat it is just and equitable that the LLP be wound up. 

Sec 7· Oesii:nated Partners 

Question 8 

There is an llP by the name Ram Infra Development LLP which has 4 partners namely Mr. Rahul, Mr. Raheem, 
Mr. Kartar and Mr. Albert. Mr. Rahul and Mr. Albert are non- resident while other two are resident. LLP wants 
to take Mr. Rahul and Mr. Raheem as Designated Partner. Explain in the light of Limited Liability Partnership 
Act, 2008 whether lLP can do so? {SM} 

Answer8 
According to Section 7 of LLP Act, 2008 every LLP shall have at least two designated partners who are individuals 
and at least one of them shall be a resident in India. Further, explanation to the section provides, the term 
"resident in India" means a person who has stayed in India for a period of not less than one hundred twenty days 
during t he financial year. Hence, in the given problem, besides Mr. Ram and Mr. Raheem, Mr. Albert should also 
be designated partners. 

Question9 ~5 LDR 

Mohan and Rakul are college friends and intend to do trading i n musical instruments. They have met Mr. John 
and Ms. Kate who are non-resident Indian and they all have decided to form a limited Liability Partnership 
(lLP) under the name and style of Mohan John LLP with an initial capital contribution of 'I: 1,00,000 each. The 
LtP was incorporated on October 15, 2020. The, LLP Intends to appoint Mr. John and Ms. Kate as designated 
partners and consults same with its Company Secretary. You as the Company Secretary advise the lLP on the 

12.6 Chapter 6 Registration of Charges 



appointment of Mr. John and Ms. Kate as the only designated partners of the LLP. (MTP 5 Marks Mar'24} 

Answer9 
According to section 7 of t he Limited Liability Part nership Act, 2008, every Limited Liability Partnership shall have 
at least two designated partners who are individuals and at least one of them shall be a resident in India. 
In the given case, Mohan John LLP intends to appoint Mr. John and Ms. Kate (both are non- resident Indians) as 
the only designated part ners. This is not in consonance w ith provisions of the Ll'mited Liabili ty Partnership Act, 
2008, as at least one of the designated partners should be a resident In India. 

Question 10 

Mr. Prateek (an individual) has started a Limited Liability Partnership firm along with Brown Limited and 
Picture Limited. As per the provisions of the Limited Liability Partnership Act, 2008, advise Limited Liability 
Partnership firm, about who c:.n be the dosign:.ted partners of the firm. (MTP 5 Marks Apr'24} 

Answer 10 
According to section 7 of the Limit ed Liability Partnership Act, 2008, every Lim ited Liabil ity Partnership {LLP) 
shall have at least tw o designated partners who are individuals and at least one of them shall be a resident in 
India. 
Provided, i f in LLP, all t he part ners are bodies corporate or in which one or more partners are individuals and 
bodies corporate, at ieast two individuals who are partners of such LLP or nomi nees of such bodies corporate 
shall act as designated partners. 
In the given quest ion, at least Mr. Prateek and one nominee of any bodies ,corporate shall be designated 
part ners. 

Sec 17• Rectificat;on of Name of LLP 

Question 11 c-; LDR 

M/s Vardhman Steels LLP was Incorporated on 01.09.2022. On 01.01.2023, one partner of a partnership firm 
named M/s Vardhimaan Steels is registered with Indian Partnership Act, 1932 since 01.01.2000 requested ROC 
that as the name of UP is nearly resembles with the name of already registered partnership firm, the name of 
LLP should be changed. Explain whether M/s Vardhman Steels LLP is liable to change Its name under the 
provisions of Limited Liability Act, 2008? {SM, MTP 5 Marks Aug'24} 

Answer 11 
Section 15 of LLP Act, 2008 provides no LLP shall be registered by a name which, in the opinion of the Central 
Government is-

(a) undesirable; or 
(b) identical or too nearly resembles to that of any other 'LLP or a company or a registered t rade mark of any 

other person under the Trade Marks Act, 1999'. 
Further, section 17 provides, if the name of LLP is identical w ith or too nearly resembles to 
{a) that of any other LLP or a company; or 
{b) a registered trade mark of a propr ietor under the Trade Marks Act, 1999 then on an application of such 

LLP or propr ietor referred to in clauses {a} and {b} respectively or a company, the CG may direct that 
such LLP to change its name w it hin a period of 3 months from the date of issue of such direction. 

Following the above provisions, LLP need not change its name if i ts name resembles with the name of a 
partnership firm. These provisions are applicable only in case where name is resembles w it h LLP, company or a 
registered trade mark of a proprietor. 
Hence, M/s Vardhman Steels LLP need not change its name even it resembles w it h the name of partnership fi rm. 

Question 12 

'J(YZ LLP was registered under the, Limited Liability Partnership Act, 2008 (LLP Act) with a name that w,is later 
found to be identical to an existing company's name, XVZ OPC Pvt Ltd. This similarity was not noticed at the 

Chapter 12 The Limited Liability Partnership Act, 2008 
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time of registration. 
Explain the provisions of the Limited liability Partnership Act, 2008, in respect of the following: 
(i) When the name of LLP is identical. 
(ii) Formalities with the Registrar of Companies after name change of LLP. (RTP Sep'24} 

Answer 12 
According to section 17 of the LLP Act, 2008, 
(i) Notwithstand ing anything contained in sections 15 and 16, If through inadverte nce, or otherwise, the LLP, 

on its fi rst registration or on its registration by new name, is registered by a name which is identical with 
or too nearly resembles to-
(a) t hat of any other LLP or a company; or 
(b) a registered trade mark of a proprietor under the Trade Marks Act, 1999 
as likely to be mistaken, then on an application of such LLP or proprietor referred to in clauses (a) and (b) 
respectively or a company, the Central Government may direct such LLP to change its name or new name 
with in a period of 3 months from the date of issue of such direction, 
Provided that an application of the proprietor of the registered trade marks shall be maintainable within a 
period of 3 years from the date of incorporation or registration or change of name of the LLP under this Act. 

(ii) Where an LLP changes its name or obtains new name, it shall within a period of 15 days from the date 
of such change, give notice of the change to Registrar along with the order of the Central Government, 
who shall carry out necessary changes in the certificate of incorporation and within 30 days of such change 
in the certificate of incorporation, such LLP shall change its name in the LLP agreement. 

Sac 24- C.ssation of Partnarship Interest 

Question 13 

Priya, Smita, Shilpa, and Shefali were partners in Sharma & Associates LLP. Shilpa resigned from the firm 
effective 7th May 2024. However, neithcr Sharma & Associatcs LLP nor Shi lpa informed thc Registrar of 
Companies about her resignation. Is Shilpa still liable for any losses incurred by the firm from transactions 
entered into after 7th May 2024? Analyze this situation with reference to the provisions of the limited Liability 
Partnership Act, 2008. (5 Marks) (MTP 5 Marks July'24 & Nov'24, SM) 

Answer 13 
(a) According to section 24(3) of t he Limited Liability Partnership Act, 2008, where a person has ceased to be a 

partner of a LLP (hereinafter referred to as 'former partner'), the former partner is to be regarded (in relation to 
any person dealing with the LLP) as still being a partner of the LLP unless' 
(a) the person has notice that the former partner has ceased to be a pa rtner of the LLP; or 
(b) notice that the former partner has ceased to be a partner of the LLP has been delivered to the Registrar. 
Hence, by virtue of the above provisions, as no notice of resignation was given to Registrar of Companies, Shilpa 
will still be liable for the loss of firm of the transactions entered after 7th May 2024. 

Sec 25- Registration of changes in Partners 

Question 14 ~ LDR 

Amit and Priya are partners in XYZ LLP, a consulting firm. Recently, Priya move:d to a new address but forgot 
to notify the LLP within the required period. A month later, Amit's cousin,Ramesh, expressed interest in 
joining XYZ LLP as a partner, and after a few discussions, he was accepted as a new partner. 
However, XYZ LLP did not immediately update the Registrar of Companies (RoC) regarding Priya's address 
change or Ramcsh's admission as a partncr. Two months after Ramesh joined, the LLP filed a notice with the 
Roe about these changes. 
Advise the LLP about the default on part of LLP about the non compliance in respect to not informing the ROC 
about: 
(i) Priya's address change. 
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(ii) Ramesh's admission as a partner. (RTP Jan'25} 

Answer 14 
According to section 25 of the Limi ted Liabili ty Partnership Act, 2008, 
(1) Every partner shal l inform the LLP of any change in his name or address w itlhin a period of 15 days of such 

change. 
(2) A LLP shall-

(a) where a person becomes or ceases to be a partner, file a notice wit h the Registrar within 30 days 
from the date he becomes or ceases to be a partner; and 

(b) where there is any change in the name or address of a partner, file a notice with the Registrar w ith in 
30 days of such change. 

(3) A notice filed w ith the Registrar under sub-section (2)-
(a) shall be in such form and accompanied by such fees as maybe prescr ibed; 
(b) shall be signed by the designated partner of the LLP and authenticated in a manner as may be 

prescribed; and 
(c) if it relates to an Incoming partner, shall contain a statementby such partner that he consents to 

becoming a partner, signed by him and authenticated in the manner as may be prescribed. 
(i) Priya's Address Change: Under the provision, Priya was required to inform XVZ LLP of her address change 

within 15 days of themove. Following t hat, XVZ LLP was required to file a notice withthe RoC w ithin 
30 days of being notified of Priya's new address. As Priya did not inform the LLP about change of address 
and consequently LLP did not file a notice regarding the change in address of Priya with the Registrar, XVZ 
LLP is not in compliancewith the required timeline. 

(ii) Ramesh's Admission as a Partner: For new partners, XVZ LLP must file a notice with the RoC within 30 
days of a person becoming a partner. This notice should include Ramesh's consent statement, signed by 
him and authenticated as prescribed. The delay in filing means XVZ LLP did not meet the 30-day 
requirement. 

Sec 31· Whistleblowing 

Question 15 

Explain the protection available for the "whistle-blowers" in the context of the Li mited Liability Partnership 
Act, 2008 {PYP 3 Marks May'24} 

Answer 15 
(b){I) Accord ing to seetlol'\ 31 of the Limited Liability Partnership Act, 2008, 

(1) The Court or Tribunal may reduce or waive any penalty leviable against any partner or employee of a LLP, 
if it is satisfied that: 

• such partner or employee of an LLP has provided useful information during investigation of such LLP; 
or 

• when any Information given by any partner or employee (whether or not during investigation) leads 
to LLP or any partner or employee of such LLP being convicted under t his Act or any other Act. 

(2) No partner or employee of any LLP may be discharged, demoted, suspended, threatened, harassed or In 
any other manner discriminated against the terms and conditions of his LLP or employment merely 
because of his providing information or causing information to be provided pursuant to sub-section (1). 

Sec 37• Penalty for False Statement 

Question 16 

Describe the consequences of making a false statement in any return, statement or other document under 
section 37 of the limited Liability Partnership Act, 2008. (Chapter 12: The Limited Liability Partnership Act, 
2008) (2 Marks) (PYP 2 Marks May'24} 
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Answer 16 
According to section 37 of the Limited Liability Partnership Act, 2008 
If in any return, statement or other document required by or for the purposes of any of the provisions of this Act, 
any person makes a statement: 
(a) which is false in any mater ial particular, knowing it to be false; or 
(b) which omits any material fact knowing it to be material, he shall, save as otherwise expressly provided in 

this Act, be punishable with Imprisonment for a term which may extend to 2 years, and shall also be liable 
to fine which may extend to 5 lakh rupees but which shall not be less t han 1 lakh rupees. 

Sec 42· Partner's Transferable Interest 

Question 17 

A, B, C and Dare the partners of Alpha LLP and have equal share in the profits and losses of the LLP. A has 
made an agreement to transfer 70% of his share in the profits of Alpha LLP to his daughter X. 
X wanted to access information about the trading transactions of Alpha LLP claiming that she is entitled to the 
information as she receives a percentage of profits from the LLP. The partners refused to grant her access. 
Does X havo any remedy against tho denial according to the provisions of the Limited Liability Partnership Act, 
2008? Arc the partners correct in denying access to X? (PYP 5 Marks Scp124} 

Answer 17 
Whether X has any remedy against the denial? 
Accord ing to section 42 of the limited Liabili ty Partnership Act, 2008, the rights of a partner to a share of the 
profits and losses of the limited liability partnership and to receive distributions in accordance with the 

limited liability partnership agreement are transferable either wholly or in part. 
The transfer of right pursuant to this section does not, by itself, entitle the transferee or assignee to participate 
in the management or conduct of the activities of the limited liability partnership, or access information 
concerning the transactions of the limited liability partnership. 
In the given question, the partners of Alpha LLP are correct in denying access of in formation about trad ing 
transactions to X (daughter of A). 
X does not have any remedy against the denial by t he partners of Alpha LLP. 

Sec 63· Winding up & Dissolution 

Question 18 

M/s Strong Steels Limited Liability Partnership firm was incorporated on 01st April 2010 with ten partners. 
The LLP had very good business and made considerable profits during the past years. Recently due to obsolete 
practices, M/s Strong Steels limited LLP started making loss. Also, M/s Strong Steels LLP did not file its 
annual returns from 2020-21. Three partners decided that the LLP be wound up by tho Tribunal. The remaining 
partners object<>d to it. Referring to section 64 of the Limited Liability Partnership Act, 2008, can the Tribunal 
poss an order to wound up M/s Strong Steels LLP? Also state the provisions and penalty for not fillint: annual 
return with the Reeistrar. (PYP 5 Marks Sep'24) 

Answer 18 
According to section 63 of the Limited liability Partnership Act, 2008, the winding up of a LLP may be either 
voluntary or by the Tribunal and LLP,so wound up, may be dissolved. 
As per section 64 of the Limited Liability Partnership Act, 2008, a LLP maybe wound up by the Tribunal, if 
the LLP has made a default in filing withthe Registrar the Statement of Account and Solvency or Annual Return 
for any 5 consecutive financial years. 
In the present case, M/s Strong Steels LLP did not file its Annual Returns from 2020-21. In the financial year 
2024-25, the default in filing of annual ret urn has not continued for 5 consecutive years. In view of t he 
facts ofthe question and provisions of the Act, the Tribunal cannot pass an orderto w ind up M/s Strong Steels 
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LLP. The objection of remaining partners is correct. 
Annual Return [Section 35) 
{1) Every LLP shall file an annual return duly authenticated w ith the Registrar w ithin 60 days of closure of 

its financial year in such formand manner and accompanied by such fee as may be prescribed. 
(2) Penalty for non-filing of annual retu rn: 
LLP- ~100 per day subject to maximum ~1,00,000 
Every Designated Partners - ~ 100 per day subject to maximum ~50,000. 

Multiple Choice Questions (MCQs) 

Characteristics of UP 

l. Which of the following cannot be converted into LLP? (SM} 
(a) Partnership firm 

(b) Pr ivate company 

( c) Listed company 

( d) Unlisted company 
Ans: {c) 

2. Which one of the following statements about limited liability partnerships (LLPs) is incorrect? {SM} 
(a) An LLP has a legal personality separate from that of its members. 
(b) The liability of each partner in an LLP is limited. 
(c) Members of an LLP are taxed as partners. 
(d) A listed company can convert to an LLP. 

Ans: (b) 

3. For the purpose of LLP, Resident in India means: {SM} 
{a) Person who has stayed in India for a period of not less than 182 days during the current year. 
(b) Person who has stayed in India for a period of not less than 180 days dur ing the immediately preceding 

one year. 
(c) Person who has stayed in India for a period of not less than 181 days dur ing the immediately preceding 

one year 
{d) Person who has stayed in India for a period of not less t han 120 days during the financial year. 

Ans: (d) 

Sec 15· Name of UP 

4. Name of the limited liability Partnership shall be ended by: {SM} 
(a) Limited 
(b) Limited Liability partnership or LLP 
(c) Pr ivate Limited 
(d) OPC 

Ans: (b) 

Sec 16- Reservation of Name of LLP 

5. The approved name of LLP shall be valid for a period of ____ from tha date of approval: {SM} 
{a) 1 Month 
(b) 2 Months 

(c) 3 months 
(d) 6 months 

Ans: {a) 
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~ 
Sec 25- Ree:istration of chane:es in Partners 

6. Bhavesh, Vash and Chirag incorporated a Limited Liability Partnership for doing the business of trading of 
timber under the name Solid Lakkad LLP. Chirag has shifted his residence from 12, Block C, Kamla Naear, 
Agra to 808, Sector 1, Badia, Agra on 16th November, 2023. Chirag informe<I the firm about change of his 
address on 20th November, 2023 sending a written notice. Now, by which date Solid Lakkad LLP is required 
to file a notice with the registrar? (RTP May '24) 
(a) 01st December, 2023 
(b) 05th December, 2023 
(c) 16th December, 2023 
( d) 20th December, 2023 

Ans: (c) 

Sec 27• Extent of Liability of LLP 

7. '>NZ LLP is a consulting firm where four partners-A, B, C, and 0-are responsible for various functions. 
Partner B, without consulting the other partners, enters into a contract with a third party, Mr. P, for a high• 
value procurement deal on behalf of XVZ LLP. It is later found that Partner 8 did not have authority to engage 
In such deals, and XVZ LLP has no history of involvement In procuremant. Mr. P, who is an experienced 
business· person, w.is aware, that Partner B was not authorized to enter into procurement de:ils for XVZ LLP. 
In this scenario, which of the following Is correct based on the Limited Liability Partnership Act, 2008? {RTP 
Jan'25} 
(a) XV2 LLP is bound by the contract because partner B is a pa rtner inthe LLP. 
{b) XV2 LLP is bo und by the contract as Mr. P believed partner B wasautho rized to act o n behalf of t he 

LLP. 
(c) XV2 LLP is bound by the contract because Mr. P is a third party and was not aware of the interna l 

matters of XYZ LLP. 
{d) XYZ LLP is not bound by the contract as partne r B lacked authorlty,and Mr. P knew of this lack of 

authority. 
Ans: (d) 

Sec 28· Extent of Liability of Partner 

8. WIVITSU LLP was incorporated with two partners, Mr. Raj and Ms. Rani. Due to certain differences, Ms. 
Rani resigned from the LLP on 1st January, 2024, leaving Mr. Raj as the sole partner. Mr. Raj continued 
running the business without admitting a new partner and was aware that he was the only remaining 
partner. On 1st August of the same year, WIVITSU LLP incurred a debt of~ 5 lakh from a vendor. Given the 
provision in the Limited Liability Partnership Act, 2008, which of the following statements correctly 
describes Mr. Raj's liability in this situation? (RTP Jan'25} 
(a) Mr. Raj will not be personally liable for the~ S lakh debt as the debt was incurred by the LLP. 
(b) Mr. Raj will be pe rsonally liable for the~ S lakh debt since he was the sole partne r o f the LLP for more 

than s ix months. 
(c) Mr. Raj and Ms. Rani will both be liable for the~ S lakh debt as they were origina lly partners. 
(d) The LLP will be automatica lly d issolved after six months, and no persona l liab ility will arise for Mr. Raj. 

Ans: (b) 
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• Sec 3(37)- Oat h • Sec 27- Mean1ng of Service by Post 

• Sec 5- Coming into operation of • Sec 3(18)- Document 

enactment 

• Sec 6- Effect of Repeal • Sec 3(66)- Calendar Year 

QUICK REVIEW OF IMPORTANT CONCEPTS 

Coming Into oper.ition of enactment 

LOR Questions 
Q22 
Q25 
Q29 
Q48 

• Where any Central Act has not specifical ly mentioned a particu lar date to come into force 

• any specific date of enf orcement is prescribed in the Official Gazette 
• Law takes no cognizance of fraction of day 

• Thus, where an Act provides that it is to come into force on the first day of January, it w ill come into force on 
as soon as the clock has struck 12 on the night of 31st December. 

• It shall be implemented on t he day on which it receives the assent of the President in case of an Act of 
Parliament 

• And it shall come into enforcement on the date of i ts publication in the Official Gazette 

Commencement and termination of time 
-~---':!s_~~~-~o!.~~'.f.ro!."~'... _____ exclude the first in a series of days or any other period of time . 
• Use the word "to" include the last in a series of days or any other period of time 

Computation of time 
• Where by any legislation or regulation, any act or proceeding is directed or allowed to be done or 

• taken In any court or office on a certain day or within a prescribed period then, 

• if the Court or office is closed on that day or last day of the prescr ibed period, 
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• the act or p roceeding shall be conside red as done o r taken in due time if it is done or taken o n the next day 
afterwards o n which the Court or office is open. 

Measurement of Distances 
• In the measurement o f any distance, • a straight line on a horizonta l plane 
• t hat distance shall, unless a d ifferent intention appea rs, be measured in 

Gender :ind number 
In all lceislations and reeulations, unless there is anythine rcpuenant in the subject or context
-•-·- Words importing the.masculine gender _ = shall be taken to include females·-·--·--· 
• Words in s ingula r = shall include the plural and vice versa 

Provision as to offence punishable under two or more enactments 

•. Where an act.or.omission constitutes an offence {unde r two o r more enactment s) ·---·-·--·-·--·---·---·-·--·
• then the offend er shall be liable to be prosecuted and punished under 

•. eithe r or any of those enactments, (but shal l not be punished twice fo r the same offence) -·---·---·---·---·
• The Constitution states that no person shall be prosecuted and punished for the same offence more t han once 

Meaning of Service by post 
Where any legis la tion or regulation requires any document to be served by post, t hen unless a different intention 
appears- the service shall be deemed to be effected by: 
• Properly addressing i • Pre-paying, and ! • Posting by registe red post. 

Question & Answers 

Basic Understanding of Legislation 

Question 1 

Ayush and Vipul are good friends and pursuing CA course. While doing group studies for the paper of 
"Corporate and Other law", they are confused about the provisions of section 3 of the Companies Act 2013. 
Section 3 provides "A company may be formed for any lawful purpose by ... ...... ....... " Both Ayush and Vipul 
are in difficulty about the meaning of word "may". Whether it should be taken as mandatory or directory? 
{RTP May '22) 

Answer 1 
The word 'shall' is used to raise a presumption of something which is mandatory or imperative while t he word 
'may' is used to connote somet hing which is no t mandatory but is o nly directory o r enabl ing. However, sometimes 
Word 'may' has a mandatory force if directory force wi ll defeat the o bject of the Act. However, sometimes t he 
words "may and shall" ca n be interpreted inte rchangeably depend ing on the intention of the legislator. 
Ayush and Vipul, two CA st udent s, are confused with the language of the provisions of section 3 of the Companies 
Act 2013 that whethe r the word "may" used in section should be considered as mandatory o r directory. In the 
given case, it can be sa id that the word "may" should be taken as mandatory force, because the law will neve r 
a llow the formation of company with unlawful object. He re the word used "may" shal l be read as "shall". Usage 
of word 'may' here makes it mandatory for a company for the compliance of sec.lion 3 for its formation. 

Sec 3(13)-Commencement 

Question 2 

Elucidate the term "Commencement" as per the General Clauses Act, 1897 . {MTP 3 Marks April 211 

Answer 2 
Section 3{13) of the General Clauses Act, 1897, defines the term "Commencement". 
"Commencement" used with re fe re nce to an Act or Regulation, shall mean the day on which the Act or 
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Regulation comes into force. Coming into force or entry into force (also called commencement ) refers to the 
process by which legislation; regulat ions, treaties and other legal instruments come to have a legal force and 
effect. A law cannot be said to be in force unless it is brought into operation by legislative enactment, or by 
the exercise of authority by a delegate empowered to bring it into operation. The theory of a statute being "in 
operation in a constitutional sense" though it is not in fact in operat ion has no validity. (State of Orissa Vs. 
Chandrasekhar Singh Bhai - AIR1970 sc 398). 

Sec 3(18)· Document 

Question 3 

Explain the following with reference to the provisions of the General Clauses Act, 1897: 
Document (MTP 2 Marks Doc'24) 
Answor 3 
According to section 3(18) of the General Clauses Act, 1897, 'Document' sha,11 include any matter written, 
expressed or described upon any substance by means of letters, figures or marks or by more than one of those 
means which is intended to be used or which may be used, for the purpose or recording that matter. 

Sec 3(21)· Financial Vear 

Question 4 

A confusion regarding the meaning of 'financial year' :irose among the fln:inci:il oxecutive and account:int of :i 
company. Both were h11ving different ar,:uments rci:arding the meaning of financial year & calendar year. What 
is the correct meanin,: of the financial year under the provision of the General Clauses Act, 1897? How it is 
different from calendar year? (Chapter-The General Clauses Act, 1897) (MTP 4 Marks Mar'24) (MTP 4 Marks 
Oct '23} (MTP 4 Marks Oct'22, PYP 4 Marks Dec'21, RTP May 21) 

OR 
What Is "Financial Year" u11der the General Clauses Act, 1897? (SM} 

Answer4 
Financial Year: According to Section 3(21) of t he General Clauses Act, 1897, financial year shall mean the year 
commencing on the first day of April. 
The term Year has been defined under section 3(66) as a year reckoned according to the British calendar. Thus, 
as per the General Cl auses Act, 1897, year means calendar year which starts from January to December. 
Difference between Financial Year and Calendar Year: Financial year starts from first day of April, but Calendar 
Year starts from first day of January. 

Sec 3(22)· Good Faith 

Question 5 

What do you understand by the term 'Good Faith'. Explain :is per the provisions of the General Clauses 
Act, 1897. (MTP4 Marks Nov'24) 

Answer5 
Good Faith: According section 3(22) of the General Clauses Act, 1897,a thi ng shall be deemed to be done in 
"good faith" where it is in fact done honestly, whether it is done negligently or not. 
The question of good faith under the General Clauses Act is one of fact.It is to determine with reference to 
the circumstances of each case. The term "Good faith" has been defined differently in different enactments. 
This definition of the good fa ith does not apply to that enactment which contains a special definition of t he term 
"good faith" and there the definition given in that pa rticular enactment has to be followed. This definition may 
be applied only if there is nothing repugnant in subject or context, and if that is so, the definition is not 
applicable. 
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Question 6 

"The act done negligently shall be deemed to be done in good faith." 
Comment with the help of the provisions of the General Clauses Act, 1897. 
{MTP 4 Marks April '23, MTP 3 Marks Mar'22 & Sep '23, PYP 3 Marks Jan 21) 

Answer6 
In general, anything done w ith due care and attention, which is not malafide is presumed to have been done in 
good faith. 
But, according to section 3(22) of the General Clauses Act, 1897, a thing shall be deemed to be done in "good 
faith" where it is in fact done honestly, whether it is done negligently or not. 
The question of good faith under the General Clauses Act is one of fact. It is to determine with re ference to the 
cl rcumstances of each case. 
It Is therefore understood that the General Clauses Act, 1897 considers the honesty in doing the Act as a primary 
test to constitute the thing done in good faith and therefore the act done honestly but with negligence may also 
be termed as done in good faith as per the General Clauses Act, 1897. 
The term "Good faith" has been defined differently in different enactments. This definition of the good faith 
does not apply to that enactment which contains a special definition of the term "good faith" and there the 
definition given in that particular enactment has to be followed. This definition may be applied only if there is 
nothing repugnant in subject or context, and if that is so, the definition is not applicable. 

Question 7 

Mr. P bought a car from Mr. G who was his friend. Mr. P did not check tha car or test drive it. Wh0thar the 
purchase made could be said to ba made In good faith? Explain with reference to the provisions of the 
G1>ncral Clauses Act, 1897. (PYP 2 Marks Sep'2'1} 

Answer 7 
Whether Purchases made eould be said to be made in Good Faith? 
Accord ing to section 3(22) of the General Clauses Act, 1897, a thing shall be deemed to be done in 'good faith' 
where it is in fact done honestly, whether it is done negligently or not. 
The question of good faith under the General Clauses Act, 1897 isone of fact in Maung Aung Pu v. Maung Si 
Maung, i t was pointed out that the expression 'good faith' is not defined in the Indian Contract Act, 1872 and 
the definition given here in the General Clauses Act, 1897 does not expressly apply the term on t he Indian 
Contract Act.The definition of good faith as is generally understood in the civil law and which may be taken as a 
practical guide in understand ing theexpression in the Contract Act is that nothing is said to be done in good 
faith which is done w ithout due care and attention as is expected with a man of ordinary prudence. An honest 

purchase made carelessly without making proper enquir ies cannot be said to have been made in good faith 
so as to convey good title. 
Hence, in the given case, the purchase of car by Mr. P cannot be said to be made in good faith. 

Sec 3(23)· Government 

Question 8 

The Income Tax Act, 1961 provides that the gratuity paid by the governmant to its employees Is fully exempt 
from tax. You are required to explain the scope of the term 'government' and clarify whether the exemption 
from gratuity income will be available to the State Government Employees? Give your answer in accordance 
with the provisions of the General Clauses Act, 1897. 
{MTP 3 Marks March '23, PYP 2 Marks Jan 2l) (MTP 2 Marks Sep '23} 

Answers 
According to section 3(23) of the General Clauses Act, 1897, 'Government' or ' the Government' shall include 
both the Central Government and State Government. 
Hence, wherever, the word 'Government' is used, i t w ill include Central Government and State Government 

both. Thus, when the Income Tax Act, 1961, provides that gratuity paid by t he government to its employees 

Chapter 13 The General Clauses Act, 1897 



is fully exempt from tax, the exemption from gratuity income will be available to the State Government 
employees also. 

Sec 3(26}· Immoveable Property 

Question 9 

Examine the validity of the following statements with reference to the General Clauses Act, 1897: 
'Things attached to the earth' have been held to be immovable property. {MTP 2 Marks March '22) 

Answer9 
'Things attached to the earth' have been held to be immovable property: This statement is valid. 

As per section 3{26) of the General Clauses Act, 1897, ' Immovable Property' shal l include: 
(1) Land, 
(2) Benefits to arise out of land, and 
(3) Things attached to the earth, or 
(4) Permanently fastened to anything attached to the earth. 

It is an Inclusive definition. The four elements to the definition include 'things permanently 
fastened to anything attached to the earth'. Hence, the statement given is correct. 

Question 10 

Examine the validity of the following statements with reference to the General Clauses Act, 1897: 
(i} Insurance Policies covering immovable property have been held to be immovable property. 
(ii) The word "bullocks" could be interpreted to lneludc "cows". 
{MTP 3 Marks April '231 PYP July 121 4 Marks) 

Answer 7 
i. Insu rance Policies covering immovable property have been held to be immovable property: 

This statement is not val id . 
Insurance policy is a written document containing an agreement between the insurer and insured. It includes a 
matter intended to be used or may be used for the purpose or recording of the matter. Hence, t he insu rance 
policies covering immovable property is not covered under the definition of immovable property. 

ii. The word 'bullocks' could be interpreted to include 'cows': This statement is not valid. Where a word connoting 
a common gender is available but the word used conveys a specific gender, t here is a presumption that the 
provisions of General Clauses Act, 1897 do not apply. Thus, the word 'bullocks' could not be interpreted to 
include 'cows'. 

Question 11 

X owned a land with fifty tamarind trees. He sold his land to (obtained after cutting the fifty trees) to Y. X 
wants to know whether the sale of timber tantamount to sale of immovable property. Advi.se him with 
reference to provisions of "General Clauses Act, 1897". 
{MTP 4 Marks, Mar'21, April '19, Oct'l9, PYP 4 Marks, May '18, RTP Nov 19, RTP May'23, SM} 

Answer 11 
"Immovable Property" [Section 3(26) of the General Clauses Act, 1897[: 'Immovable Property' shall Include: 

I. Land, 
II. Benefits to arise out of land, and 

Ill. Things attached to the earth, or 
IV. Permanently fastened to anything attached to the earth. 
It is an inclusive definition. It contains four elements: land, benefits to arise out of land, things attached to the 
earth and things permanently fastened to anything attached to the earth. Where, in any enactment, the definition 
of immovable property is in the negative and not exhaustive, the definition as given in the General Clauses Act 
wil l apply to the expression given in that enactment. In the instant case, X sold Land along with timber (obtained 
after cutting trees) of fifty tamarind trees of his land. According to the above definition, Land is immovable 
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property; however, timber cannot be immovable property since the same are not attached to the earth . 

Sec 3(36)- Moveable Property 

Question 12 

What is the meaning of the following as per provisions of the General Clauses Act, 1897? 
Movable Property (PYP Dec '21} (MTP Apr'24 & April 22} (MTP 2 Marks Nov'24) 

Answer 12 
Movable Property: According to section 3(36) of the General Clauses Act, 1897, 'Movable Property' shall mean 
property of every description, except immovable property. Th us, any property which is not immovable 
property is movable property. Debts, share, electricity are moveable property. 

Question 13 

Yogveer Singh has a mango orchard at Manchanga Village, 8ilaspur. The orchard has more than one hundred 
Mango trees. Yogveer Singh has sold orchard along with all the mango trees. Explain, in the lights of provisions 
of the General Clauses Act 1897, whether tho sale of trees will be considered as sale of Immovable Property? 
(RTP May '24) 

Answer 13 
Accord ing to section 3(36) of the General Clauses Act 1897, 'Movable Property' shall mean property of every 
description, except immovable property. While section 3(26) provides, ' Immovable Property' shall include: 
(i) l and, 
(i i) Benefit s to arise out of land, and 
(iii) Things attached to the earth, or 
(iv) Permanently fastened to anything attached to the earth. 
In the given question, Yogveer Singh has sold mango orcha rd along with al l the mango trees. In the lights of 
provisions of the Act, as trees are bene fits arise out of the land and attached to t he earth, hence, mango trees 
are Immovable property. 

Sec 3(37)- 03th 

Question 14 

What is the meaning of the followini: as per provisions of the General Clauses Act, 1897? 
"Oath" (PYP Dec '21) (MTP 2 Marks Apr'24 & April 22, Nov'24) 

Answer 14 
Oath: As per section 3(37) of the General Clauses Act, 1897, 'Oath' shall include affirmation and declaration in 
the case of persons by law al lowed to affirm or declare instead of swearing. 

Sec 3(39}- Official Gazette 

Question 15 

What is the meaning of 'Official Gazette' as per the provisions of the General Clauses Act, 1897? 
{PYP 3 Marks Nov '22, MTP 2 Marks Ju/y'24) 

Answer 15 
"Official Gazette" [Section 3(39) of t he General Clauses Act, 1897]: 'Official Gazette' or 'Gazette' sha ll mean: 
(i) The Gazette of India, or 
(ii) The Official Gazette of a state . 
The Gazette of India is a public journa l and an au thorised legal document of the Government of India, 
published weekly by the Department of Publication, Ministry of Housing and Urban Affairs. As a public journal, 
the Gazette prints official notices from the government. It is authentic in content, accurate and str ictly in 
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accordance with the Government policies and decisions. The gazette is pr inted by the Government of India 
Press. 

Sec 3(42)· Person 

Question 16 

What is the meaning of the following as per provisions of the General Clauses Act, 1897? 
Person (PYP Dec '21} (MTP Apr'24 & April 22} {MTP 2 Marks Dec'24) 

Answer 16 
Person: Accord ing to section 3(42) of the General Clauses Act, 1897, 'Person' shall include any company or 
association or body of individuals, whether incorporated or not. 

Sec 3(51)· Rule 

Question 17 

What is the meaning of the following as per provisions of the General Clauses Act, 1897? 
"Rule" (PYP Dec '21} (MTP Apr'24 & April 22} 

Answer 17 
Rule: As per section 3(51) of the General Clauses Act, 1897, 'Rule' shall mean a r ule made in exercise of a power 
conferred by any enactment, and shall include a Regulation made as a rule under any enactment. 

Sec 5· Coming into operation of enactment 

Question 18 

Referring to the provisions of the General Clauses Act, 1897, answer the following questions: 
Whenever a new law is enacted by the Government of India, what shall be its date of coming into force? 
(PYP 2 Marks Sep'24} 

Answer 18 
As per section 5 of the General Clauses Act, 1897, where any Cen tral Act has not specifically mentioned a 
particular date to come into force, it shall be implemented on the day on whicih i t receives theassent of the 
Governor General in case of a Central Act made beforethe commencement of the Indian Constitution and/or, 

of t he President, in case of an Act of Parliament. 
Where, if any specific date of enforcement is prescribed in the Official Gazette, the Act shall into enforcement 
from such date. 

Question 19 

SEBI (Issue of Capital and Disclosure Requirements) {Fifth Amendment} Regulations, 2015 was issued by SEBI 
vide Notification dated 14th August, 2015 with effect from 1 January, 2016. Referring to the provisions of the 
General Clauses Act, 1897, examine the date of enforcement of these Regulations? 
(MTP Oct'21 3 Marks, Oct'18,2 Marks, RTP Nov 20, SM, PYP May '19 2 Marks} 

Answer 19 
Accord ing to section 5 of the General Clauses Act, 1897, where any Central Act has not specifical ly mentioned a 
particular date to come into force, it shall be implemented on the day on which it receives t he assent of the 
Governor General in case of a Central Acts made before the commencement of the Indian Constitution and/or, 
of the President in case of an Act of Parliament. Hence, in the given question,SEBI (Issue of Capital and Disclosure 
Requirements} (Fifth Amendment) Regulations, 2015 shall come into enforcement on 1st January, 2016 rather 
than the date of its notification in t he gazette. 
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Question 20 

The Parliament recently passed the Environment Protection Amendment Act, 2024, to strengthen 
regulations on industrial waste disposal. The Act specified the commencement date as 1st September, 2024. 
The President gave assent to the Act on 15th July, 2024. 
Green Earth Limited, an industrial company, is uncertain about when the provisions of the Environment 
Protection Amendment Act, 2024, will start to apply. The company's legal team has raised question on 
whether they need to Immediately comply with the new regulations or if thoy have a grace period until the 
commencement date. Give your answer in reference to the provisions of the General Clauses Act, 1897. 
{RTP Jan'25} 

Answer20 
According to section S of the General Clauses Act, 1897, where any Central Act has not specifically mentioned 
a particular date to come into force, it shall be implemented on the day on whuch it receives the assentof t he 
Governor General in case of a Cent ral Acts made before the commencement of t he Indian Constitution and/or, 
of t he President in case of an Act of Parliament. 
In the given question, the Environment Protection Amendment Act, 2024, received assent of President of 
India on 15th July, 2024. The commencement date Is prescribed as l" Septe·mber 2024. Accordingly, the 
Environment Protection Amendment Act, 2024, shall come into enforcement 1st September, 2024. 

Sec 6· Effect of Repeal 

Question 21 

Repc"I' of provision is different from 'deletion' of provision. Expl.1in as per the Gener,>( Clauses Act, 1897. 

Answer 21 
In Navrangpura Garn Dharmada Milkat Trust Vs. Rmtuji Ramaji, AIR 1994 Gu] 75case, It was decided that 
'Repeal' of provision is in distinction from 'deletion' of provision. 'Repeal' ord inarily brings about complete 

obliteration (aboli tion) of the provision as if it never existed, thereby affecting all incoherent rights and all 
causes of action related to the 'repealed' provision while 'deletion' ordinarily takes effect from the date of 
legislature affecting t he said deletion, never to effect total effecting or wiping ou,t of the provision as if it never 

existed. 

Question 22 

"Whenever an Act is repealed, it must be considered as if it had never existed." Comment and explain the 
effect of repeal under the General Clause Aot, 1897. {PYP 4 Marks, May '23, PYP May'l8,4 Marks, PYP 3 
Marks May'22} 

Answer 22 
"Effect of Repeal" [Section 6 of the General Clauses Act, 1897): Where a,ny Central legislation or any 
regu lation made after the commencement of th is Act, repeals any Act made or yet to be made, unless 
another purpose exists, the repeal sha ll not: 
1. Revive anything not enforced or prevailed during t he period at which repeal is effected or; 

2. Affect the previous operation of any enactment so repealed or anything duly done or suffered 
thereunder; or 

3. Affect any r ight, privil ege, obligation or liabi lity acquired, accrued or incurred under any enactment so 
repealed; or 

4. Affect any penalty, forfeiture or punishment incurred in respect of any offence committed against any 
enactment so repealed; or 

5. Affect any inquiry, litigation or remedy w ith regard to such claim, privilege, debt or responsibility or any 
inquiry, litigation or remedy may be initiated, continued or insisted. 

In State of Uttar Pradesh v. Hendra Pal Singh, {2011), 5 SCC 305, SC held that whenever an Act is repealed, it 
must be considered as if it had never existed. Object o f repeal is to obliterate the Act from statutory books, 
except for certain purposes as provided under section 6 of the Act. 
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EXAM INSIGHTS : Majority of the examinees have correctly mentioned one or more effect of repeal with 
proper explanation under the General Clauses Act, 1897. There are many examinees who have not 
attempted the part of the question. 

Sec 8· Construction of references to repealed enactments 

Question 23 

Section 2(18) (aa) of the Income Tax Act, 1961, provides that a company is said to be a company in which the 
public are substantially interested, if it is a company which is registered under section 25 of the Companies 
Act, 1956. After the advent of Companies Act, 2013, the corresponding change has not been made in section 
2(18) of the Income tax Act, 1961. Explain, with reference to the provisions of the General Clauses Act 1897, 
how will the provisions of section 2(18) (aa) of the Income, Tax Act, 1961, will be considered after the 
enactment of the Companies Act 2013? {RTP Nov122} 

Answer 23 
According to section 8 of the General Clauses Act, 1897, where this Act or Central Act or Regulation made after 
the commencement of th is Act, repeals and re-enacts, with or withou t modification, any provision of a former 
enactment, then references in any other enactment or in any instrument to t he provision so repealed shall, 
unless a different intention appears, be construed as references to the provision so re-enacted. 
Also, in Gauri Shankar Gaur v. State of U.P., AIR 1994 SC 169, it was held that every Act has it s own distinction. 
If a later Act merely makes a reference to a former Act or existing law, it is only by reference and all 
amendments, repeals new law subseque ntly made will have effect unless its operation is saved by the relevant 
provision of the section of the Act. 
As per the facts of the question, even after the advent of the Companies Act 2013, no corresponding 
amendmen t was done in section 2{18)(aa) of the Income Tax Act, 1961, whi ch provides that a company is said 
to be a company in which the public are substantia lly interested, if it is a company which is registered under 
section 25 of the Companies Act, 1956. In the given situation, as per section 8 o f the General Clauses Act, 1897 
and the decision of case of Ga uri Shankar Gaur v. State of U.P., for section 2( 18)(aa) of the Income Tax Act, 
1961, provisions of the Companies Act, 2013 will be appl icable in place of the Companies Act, 1956. 

Sec 9- Commencement and termination of time 

Question 24 

Mr. M issued a cheque of~ 3,00,00 dated 31.12.2023 at 10 a.m. to Mr. N as a consideration towards the 
medical services provided by the later. Mr. N presented the above cheque on 31.03.2024 during the banking 
business hours. The cheque was dishonoured taking the plea that it was not presented within the, requisite 
time of 3 months as provided under scction 138 of the Negotiable Instruments Act 1881. 
Referrlni: to the provisions of the General Clauses Act, 1897 decide, whether the ple:i for dishonourine the 
cheque was valid. {PYP 2 Morks May'24} 

Answer24 
As per the section 9 of the General Clauses Act, 1897, in case any legislation or Regulation, it shall be sufficient, 
for the pu rpose of excluding the first in a series of days or any other period of t ime, to use the word "from", 
and, for the purpose of including the last in a series of days or any other period of time, to use the word "to". 
The first day in series is 31.12.2023 and last day is 31.03.2024. Hence, applying the above provisions, 
31.12.2023 is to be excluded and 31.03.2024 is to be included in calculation as per the General Clauses Act, 
1897. 
Since, the cheque has been presented within 3 months i.e. on 31.03.2024, it is eligible for honour and payment. 
Hence, the plea of dishonouring the cheque is not valid. 

Question 25 

The Companies Act, 2013 provides that the amount of dividend remained unpaid/unclaimed on expiry of 30 
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days from the date of declaration of dividend shall be transferred to unpaid dividend account within 7 days 
from the date of expiry of such period of 30 days. If the expiry date of such 30 days is 30.10.2021, decide 
the last date on or before which the unpaid/unclaimed dividend amount shall be required to be transferred 
to a separate bank account in the light of the ralevant provisions of th0 General Clauses Act, 1897? 
(MTP 3 Marks Nov 21, SM, PYP May '19 , 2 Marks, SM) 

Answer 25 
Section 9 of the General Clauses Act, 1897 provides that, for computation of time, in any legislation or 
regu lation, it shall be sufficient, for the purpose of excluding the first in a series of days or any other period of 
t ime to use the word "from" and for the purpose of including the last in a ser ies of days or any other period 
of ti me, to use the word "to" . 
As per the facts of the question the company shall transfer t he unpaid/unclaimed dividend to unpaid dividend 
account within the period of 7 days. 30th October 2021 will be excluded and 6th November 2021 shall be 
included, I.e. 31st October, 2021 to 6th November, 2021 (both days Inclusive ). 

Question 26 

Wlvitsu Ltd. declar<ls a dividend for Its shareholders In fts AGM held on 27th Septamber, 2022.Raferring to 
provisions of the General Clauses Act, 1897 and Companies Act, 2013, advice; 
(i) The dates durine; which Wivitsu Ltd. is required to pay the dividend? 
(ii) The dates durine; which Wivitsu Ltd. is required to transfer the unpaid or unclaimed dividend to 

unpaid dividend account? (SM) 

Answer 26 
As per section 9 of the General Clauses Act, 1897, for computation of time, t he section states that in any 
legislation or regulation, it shal l be sufficient, for the purpose of excluding the first in a series of days or any 
other period of t ime to use the word "from" and for the purpose of Including the last in a series of days 
or any other period of time, to use the word "to". 
{i) Payment of dividend: In the given instance, Wivitsu Ltd. declares dividend for its shareholder in its 

An nual General Meeting held on 27/09/2022. Under the provisions of Sect,on 127 of t he Companies Act, 
2013, a company is required to pay declared dividend within 30 days from the date of declaration, i.e. from 
28/09/2022 to 27/10/2022. In this series of 30 days,27/09/2022 will be excluded and last 30'" day, i.e. 
27/10/2022 wil I be included. Accordingly, Wivitsu Ltd . will be required to pay dividend withi n 28/09/2022 
and 27/10/2022 (both days inclusive). 

(ii) Transfer of unpaid or unclaimed divided: As per the provisions of Section 124 of the Companies Act, 2013, 
where a dividend has been declared by a company but has not been paid or claimed within 30days from 
the date of the declaration, to any shareholder entitled to the payment of the dividend, the company shall, 
within 7 days from the date of expiry of the said period of 30 days, transfer the total amount of dividend 
which remai ns unpaid or unclaimed to a special accou nt to be opened by the company in that behalf in any 
scheduled bank to be called the "Unpaid Dividend Account" (UDA). Therefore, Wivitsu Ltd. shall transfer t he 
unpaid/unclaimed dividend to UDAwithin the period of 28m October, 2019 to 3rd November, 2019 (both 
days inclusive). 

Sec 10· Computation of Time 

Question 27 

Yellow and Pink had a lone: dispute ree;ardine; the ownership of a land for which a lee;al suit was pending in 
the court. The court fixed the date of hearing on 29.04.2022, which was announced to be a holiday 
subsequently by the Government. What will be the computation of time of tho hearing in this case under 
the General Clauses Act, 1897? (MTP 4 Marks March '23 & Sep '23, PYP 2 Marks Jan '21) 

Answer 27 
According to section 10 of t he General Clauses Act, 1897, where by any legislation or regul ation, any act or 
proceeding is directed or allowed to be done or taken in any court or office on a certain day or within a 
prescribed period then, if the Court or office is closed on that day or last day of the prescribed period, the 
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act or proceeding shall be considered as done or taken in due ti me if it is done or taken on the next day 
afterwards on which the Court or office is open. 
In t he given question, the court fixed the date of hearing of dispute between Yellow and Pink, on 29.04.2022, 
which was subsequent ly announced to be a holiday. 
Applying the above provisions, we can conclude that the hea ring date of 29.04.2022, shall be extended to the 
next working day. 

Question 28 

Shree was supposed to submit an appeal to the Hieh Court of Delhi on 8th September, 2023, which was the 
last day on which such appeal could be submitted. However, on that day the Hieh Court was closed due to 
total lockdown in Delhi for 30 days due to visit of foreign delegates from 40 countries for G40 Summit. 
Examine the remedy available to Shree under the provisions of the General Clauses Act, 1897. {MTP 3 Marks 
Oct '23, PYP 3 Marks, July '21) 

Answer28 
The given answer is based on section 10 which dea ls with "Computation of time" under t he General Clauses 
Act, 1897. Where by any legislation or regulation, any act or proceeding Is directed or allowed to be done or 
ta ke n in any court or office on a certain day or within a prescribed period then, if the Court or office Is closed 
on that day or last day of t he prescribed period, the act or proceeding shall be considered as done or taken 
in due t ime if it is done or taken on the next day afterwards on which the Court or office is open. 
In the question, Shree was supposed to submit an appeal to High Court on 8" September 2023, which was 
the last day of fil ing the same. On that day High Court was closed due to total lockdown all over Delhi. 
In line with said provision, Shree can submit an appeal on the day on which the High Court is open. 

Question 29 '} LOR 

Mr. Sohan has issued a promissory note of '1000 to Mr. Mohan on 17th May 2021 payable 3 months after 

date. After that, a sudden holiday was declared on 20 th August 2021 due to Moharram. As per the 
provisions of the General Clauses Act 1897, what should be the date of presentment of promissory note for 

payment? Whether it should be 19 th August 2021 or 21st August 2021? {RTP· Nov '21} 

Answer 29 
Section 10 of the General Clauses Act 1897 provides where by any legislation or regulation, any act or 
proceeding is directed or allowed to be done or taken in any court or office on a certain day or within a 
prescribed period then, if the Court or office is closed on that day or last day of the prescribed period, the act 
or proteeding shall be considered as done or taken in due time If it is done or taken on the nel<t day afterwards 
on which the Court or office is open. 

A promissory note of ' 1000 was issued by Mr. Sohan to Mr. Mohan on 17th May 2021 which was payable 3 

months after date. After that, a sudden holi day was declared on 20th August 2021 due to Moharram. In the 

given case, the period of 3 months ends on 17th August 2021. Three days of grace are to be added. It fa lls due 

on 20th August 2021 which declared to be a public holiday after t he issue of Promissory Note. In the light of 
provisions of Sec. 10 of the General Clauses Act 1897, the due date will be on next day when office is open 

I.e. 21st August 2021. 

Sec 11· Measurement of Distances 

Question 30 
Define the following with reference to the provisions of the General Clauses Act, 1897: 
(i) Measurement of Distances {MTP 4 Marks July'24) 

Answer 30 
(i) Measurement of Distances 

According to sect ion 11 of the General Clauses Act, 1897, in the measurement of any distance, for the 
purposes of any Central Act or Regulation made after the commencement of t his Act, t hat distance shall, 
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unless a different intention appears, be measured in a straight line on a horizontal plane. 

Question 31 

ABC Limited operates a factory situated near a river. As per a recent Central Act, factories must be located 
at least 5 kilometers away from any river. A dispute arises when an environmental agency claims that ABC 
Limited's factory is only 4 .5 kilometers away from the river, while ABC Limited contends that the distance 
ls 5.3 kilometers as per the road dist:>nce measured along the winding path leading to tho river. 
Based on the provisions of the General Clauses Act, 1897, advise whether the contention of ABC Limited is 
correct. {MTP 4 Marks Dec'24) (Chapter The General Clauses Act, 1897) 

Answer 31 
According to section 11 of the General Clauses Act, 1897, in the measurement of any distance, for the purposes 
of any Central Act or Regulation made after t he commencement of this Act , that distance shall, unless a 
different intention appears, be measured in a straight line on a horizontal plane. 
In t his case, the distance between ABC Limited's factory and the river must be measured in a straight line on a 
horizontal plane, not based on the road or path distance. The environmental agency's claim that the factory is 
only 4.5 kilometers away in a straight line Is correct. Since this measurement is less than the required 5 
kilometers, the factory does not comply with the law. 
Therefore, ABC limited's contention is not correct. 

Sec 12· Duty to be taken pro rata in enactments 

Question 32 

Explain the meaning of 'calculation of duty to be taken on pro rata basis' as par th" provisions of the 
General Clauses Act, 1897. Give an example. {MTP 3 Marks Oct 21, MTP 2 Marks Ju/'24) 

Answer 32 
"Duty to be taken pro rata in enactments": According to section 12 of the General Clauses Act, 1897, where, 
by any enactment now in force or hereafter to be in force, any duty of customs or excise or in t he nature 
thereof, is leviable on any given quantity, by weight, measure or value of any goods or merchandise, then a 
like duty is leviable according to the same rate on any greater or less quantity. Pro rata is a Lati n term used 
to describe a proportionate allocation. 
Example : Where several debtors are liable for the whole debt and each is liable for his own share or proportion 
only, they are said to be bound pro rata. 

Question 33 

Mr. Chaggan Lal is an importer dealing in luxury perfumes. Recently, a new enactment was passed which 
imposes a duty of 15% on the value of luxury goods, including perfumes. 
Now Mr. Chaggan Lal has approached you to explain to him the provisions in relation to 'Duty to be taken 
pro rata in enactments' of the General Clauses Act, 1897. Also, help him to calculate the amount of duty on 
a Shipment of 100 bottles of perfumes, each valued at $50. {RTP Sep'24) 

Answer 33 
According to section 12 of the General Clauses Act, 1897, where, by any enactmen t now In force or hereafter 
to be in force, any duty of customs or excise or in the nature thereof, is levlable on any given quantity, by 
weight, measure or value of any goods or merchandise, t hen a like duty is leviabPe according to the same rate 
on any greater or less quantity. 
The amount of duty would be= (100* 50) *15%= $750. 
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Sec 13· Gender & Number 

Question 34 

State the provisions of the General Clauses Act, 1897 relatine to 'eender and n.amber'. {PYP 4 Marks May'24) 

Answer 34 
According to section 13 of the General Clauses Act, 1897, in all legislations and regulations, unless there is 
anything repugnant in the subject or context: 
{1) Words importing the masculine gender shall be taken to include females, and 
(2) Words in singular shal l include t he plural and vi ce versa. 
In accordance with the rule that the words importing the masculine gender are to be taken to include females, 
the word men may be properly held to Include women, and the pronoun 'he' and its derivatives may be 
construed to refer to any person whether male or female. So, the words 'his father and mother' as they occur 
in section 125{1){d) of the CrPC, 1973 have been construed to include 'her father and mother' and a daughter 
has been held t o be liable to maintain her fat her unable to maintain himself. 
Where a word connoting a common gender is available but the word used conveys a specific gender, t here is 
a presumption that the provisions of General Clauses Act, 1897 do not apply. 

Question 35 

Examine the validity of the following statements with reference to the General Clauses Act, 1897: 
The word "bullocks" could be interpreted to include "cows". 
{MTP 2 Marks March '22, MTP 2 Marks April '23, PYP l.5 Marks July '2l} 

Answer 35 
The word 'bullocks' could be interpreted to include 'cows': This stat ement is not valid. 
Where a word connoting a common gender is available but the word used conveys a specific gender, there is 
a presumption that the provisions of General Clauses Act, 1897 do not apply. Thus, the word 'bullocks' could 
not be int erpreted to include 'cows. 

Question 36 

Mrs. Neelu Chandra was director in laddoo Sweets Private limited. Once while dealing with supplier of 
raw materials for company, she agreed to get some secret commission from supplier for making the deal. 
Afterwards, on finding the facts, the company has filed the suit against Mrs. Neelu Chandra. She 
contended that section 166 of the Compani<>S Act, 2013, provides "A director of a company shall not 
achieve or attempt to achieve any undue gain or advantage either to himself or to his relatives, partners, 
or associates and if such director is found eullty of making any undue eain, he shall be liable to pay an 
amount equal to that gain to the company." She contended that section 166 is applicable to male director 
only, she being female will not be liable. 
In the light of the provisions of the General Clauses Act, 1897, decide whether she is bound by the 
provisions of section 166 of the Companies Act, 2013? {RTP Nov '23) 

Answer36 
By virtue of provisions of section 13 of t he General Clauses Act, 1897, In all Central Acts or Regulations, 
unless there is anything repugnant in the subject or context, words importing the masculine gender shall 
be taken to include females. 
Mrs. Neelu Chandra, director in Laddoo Sweets Private Limited, made an undue gain in the form of 
commission (from supplier for making the deal) in deal ing for Laddoo Sweets Pr ivate Limited but she denied 
accepting the liability by saying that the language of section 166 provides penalty only for male directors 
not for females. 
On the basis of provisions of the General Clauses Act, 1897 and facts of t he case, the provisions of section 
166 of the Companies Act, 2013, are not only applicable to males but also to females. Therefore, Mrs. Neelu 
Chandra is bound to comply by section 166 of the Companies Act, 2013. 
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Question 37 

Mr. Avinash currently holds the position of a Whole-time director (Key Managerial Personnel) at Moon 
Pharma Limited, a company that maintains substantial ownership stake in X limited (55% shares), Y Limited 
(60"/4 shares), and Z Limited (65% shares). Mr. Avinash has expressed his desire to expand his role as a Whole• 
time director to encompass both X Limited and Y l imited. Determine the validity of his appointment as a 
Whole-time director in these additional companies, as per the provisions of the General Clauses Act, 1897. 
{PYP 4 Marks Nov'Z3} 

Answer 37 
As per section 2(87) of the Companies Act, 2013, Subsidiary company, in relation to any other company (that is 
to say t he holding company), means a company in which the holding company -
{i) controls the composition of t he Board of Directors; or 
(ii) exercises or controls more than one-half of the total voting power either at its own or toget her w ith one or 

more of its subsidiary companies: 

Taking into account the above provision, X Limited, Y Limited a.nd Z Limited are t he subsidiary companies o f 
Moon Pharma Limited. 
Regarding the question, M r. Avinash who Is a Whole Time Director (KMP) in Moon Pharma limited, wants to get 
appointed as Whole Time Director in X Limited and Y Lim ited. 
Section 203(3) of the Companies Act, 2013 provides that whole time key managerial personnel shall not hold 
office in more than one company except in i ts subsidiary company at the same ti me. 
It can be noted that section 13 of the General Clauses Act, 1897 provides that the word 'singular' shall include 
the 'plural', unless there is anything repugnant to t he subject or the context. Thus, a w hole time key managerial 

personnel may hold office in more than one subsidiary company as per t he present law. 
Hence, Mr. Avinash can hold office of Whole Time Director also in X Limited and Y limited. 

EXAM INSIGHTS: Most of the examinees have failed to provide the correct provisions under the General 
Clauses Act, 1897, read wit h the provisions of the Companies Act, 2013, and the correct answer as to whether 
Mr. Avinash, a whole-time director in a company, can hold the position of a whole-time director in more than 
one of its subsidiaries. 

Sec 16· Power to appoint to include power to suspend or dismiss 

Question 38 

Examine the validity of the following statements with reference to the Genenil Clauses Act, 1897: 
Board of Directors of Sabarwal Construction Private Limited authorised by passing resolution in board 
meeting Mr. Munim to appoint five employees for accounts department of company. Mr. Munim appointed 
five employees including Mr. Rupal who was relative of one of the director of company. After one month, 
Mr. Munim observed that Mr. Rupal was not performing his duties honestly. Mr. Munim issued the order of 
dismissal of Mr. Rupal with proper reasons. Mr. Rupal filed a petition In the court that his dismissal order is 
not valid as Board of Directors had authorised Mr. Munim only for appointment of employees not for 
dismissal. Whether is Mr. Rupal correct with his words? {MTP 4 Marks April 22, PYP Z Marks May'24} 

Answer38 
As per the provisions o f section 16 of the General Clauses Act, 1897, the author ity having for the time being 
power t o make the appointmen t shall also have power to suspend or dismiss :any person appoint ed whet her 
by itself or any other authority in exercise of that power. 
Mr. Munim was appointed in board meeting of Sabarwal Construction Private Lim ited to appoint five 
employees for accounts department of company. Mr. Munim appointed five employees. After one month., he 
issued the order of dismissal to one of those five employees. That employee f iled an application in the court 
challenging the validity of dism issal order with the words that Mr. M unlm was authorised only for appointment 
o f employees not for dismissal. 
On the basis o f above provisions and facts of the case, Mr. Rupal was not correct w ith his words because as 
per the General Clauses Act, 1897, power to appoint includes power to suspend or d ismiss . Hence, Mr. Munim 
has power to dismiss Mr. Rupal. 
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Sec 19· Official Chiefs & Subordinates 

Question 39 

In 2022, the Central Government enacted the "Digital Communications Act" to regulate and manage digital 
communications across the country. The Act provides specific duties and responsibilities for the Director of 
Digital Communications, including the oversight of digital infrastructure, enforcement of regulations, and 
ensuring compliance with data protection standards. 
In 2023, the Director of Digital Communications, Mr. Arjun Patel, was appointed to lead the Implementation 
of this Act. However, in January 2024, Mr. Patel took a medical leave of absence for six months. During his 
absence, Ms. Priya Sharma, the Deputy Director of Digital Communications, was lawfully assigned to perform 
the duties of the Director. 
While Mr. Patel was on leave, a major data breach incident occurred involving a significant violation of the 
Digital Communications Act. Ms. Sharma took immediate action to investigate the breach, enforce penalties, 
and implement new compliance measures to prevent future incidents. 
The actions taken by Ms. Sharma, while performing the duties of the Director, led to a legal challenge. The 
opposing party argued that only the Director, as specified In the Act, had the authority to enforce such 
penalties and ml!asures, and that Ms. Sharma's actions were not valid. 
Analyze the validity of Ms. Priya Sharma's actions in the context of the General Clauses Act, 1897, considering 
the provisions related to 'Official chiefs and subordinates. {MTP 4 Marks July'24) 

Answer39 
Official Chiefs and subordinates 
According to section 19 of the General Clauses Act, 1897, a law relative to the chief or superior of an office shall 
apply to the deputies or subordinates lawfully performing the duties of that office in the place of their superior, 
to prescribe the duty of the superior. 
In the Instant case, Ms. Priya, the Deputy Director of Digital Communications, was lawfully assigned to perform 
the duties of the Director. Hence, the actions taken by Ms. Priya Sharma were valid. 

Sec 23· Provisions applicable to making of Rules or Bye-laws after previous Publications 

Question 40 

Explain various prov,s,ons applicable to rules or bye-laws being made a.fter previous publications as 
enumerated in Section-2a of the General Clauses Act, 1897. {MTP 4 Marks Aug124} 

Answer40 
Provisions applicable to making of rules or bye•laws after previous publications [Section 23 of the General 
Clauses Act, 1897): 
Where, by any Central Act or Regulation, a power to make rules or bye- laws Is expressed to be given subject to 
the condition of the rules or bye- laws being made after previous publication, then the following provisions shall 
apply, namely: -
(1) Publish of proposed draft rules/ bye- laws: The author ity having power to make the rules or bye-laws shall, 

before making them, publish a draft of the proposed rules or bye-laws for the information of persons likely 
to be affected thereby; 

(2) To publish in the prescribed manner: The publication shall be made in such manner as that authority deems 
to be su fficient, or, i f the condition with respect to previous publication so requires, in such manner as the 
Government concerned prescribes; 

(3) Notice annexed with the published draft: There shall be published with the draft a notice specifying a date 
on or after which the draft will be taken into consideration; 

(4) Consideration on suggestions/objections received from other authorities: The authority having power to 
make the rules or bye- laws, and, where the rules or bye-laws are to be made with the sanction, approval 
or concurrence of another authority, that author ity also shall consider any objection or suggestion which 
may be received by the authority having power to make the rules or bye- laws from any person with respect 
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to t he draft before the date so specified; 
(5) Notified in the official gazette: The publication in the Official Gazette of a rule or bye-law purporting to 

have been made in exercise of a power to make rules or bye-laws aft er previous pub I ication shall be 
conclusive proof that the rule or bye-laws have been duly made. 

Question 41 

The Ministry of Corpor3tc Affairs (MCA) published In the Gazette, of lndi3, the proposed draft of Rull!s 
further to amend certain rules under the Companies Act, 2013. The MCA mode some modifications in tho 
draft Rules already published. In the light of the provisions of the General Clauses Act, 1897, Answer the 
following: 
(i) Is it required for MCA to publish a draft of the proposed Rules? 
(ii) In case of any irregularities in the publication of the draft, can it be Questioned? 
(iii) Is MCA entitled to make suitable changes in the draft? 
(iv) Is it n0cess3ry to re-publish the Rules in the amended form when the ch3nges made are ancillary to 

the, earlier draft? (PYP 4 Marks May'22) 

Answcr41 
The Answer can be given in terms of section 23 of the General Clauses Act, 1897. Following shall be the 
Answers in the light of the given in formation and the relevant legal provisions: 
(i) Yes, MCA is required to publish a draft of the proposed Rules for the information of persons likely to be 

affect ed thereby. 
(ii) No, in case of any irregularities in the publication of the dra ft, it cannot be Questioned. The publication 

in the Official Gazette of a rule or bye-law after previous publication, shall be conclusive proof that the 
rule or bye-laws has been duly made. It raises a conclusive presumption tlhat after the publication of the 
rules in the Official Gazette, i t is to be inferred that the procedure for making the rule,s had been followed. 
Any ir regularities in the publication of the draft cannot therefore be Questior-ied. 

(iii) Yes, MCA is entitled to make su itable changes in the draft before finally publishing them. 
(iv) No, it is not necessary to re-publish the Rules in the amended form when the changes made are ancillary 

to the earlier draft. 

S.c 26· Provision as to o&nce punishable under two or more enactments 

Quest1on42 

"No shall be prosecuted and punished for the same offence more than once." Explain in the light of 
provisions of section 26 of the General Clauses Act, 1897. (PYP 3 Marks, May '23) 

Answer42 
" Provision as to offence punishable under two or more enactments" (Section 26 of the General Clauses Act, 
1897]: Where an act or omission constitutes an offence under two or more enactments, then the offender 
shall be liable to be prosecuted and punished under either or any of those· enactments, but shall not be 
punished twice for the same offence. 
Even Article 20(2) of the Const itution states that no person shall be prosecut ed and punished for the same 
offence more than once. 
Provisions of section 26 of General Clauses Act, 1897 read with Art icle 20(2) of the Constitution apply only 
when the t \1110 offences which form the subject of prosecution is the same, i.e., the ingredients which 
constitute the two offence are the same. If the offences under the t wo enactments are distinct and not 
identical, none of these provisions w ill apply. 

Question 43 

Mr. R, an advocate, fraudulently deceived his client Mr. Chandan who was taking his expert advise on 
taxation matters. Now, Mr. R is liable to a fine for his fraudulent act both urtder the Advocates Act and the 
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Income Tax Act, 1961. State the provision as to whether his offence is punishable under both Acts. Give your 
answer as per the provisions of the General Clauses Act, 1897. (MTP 4 Marks April 21, RTP Nov '18} 

Answer43 
"Provision as to offence pun ishable under two or more enactments" (Section 26 of the General Clauses Act, 
1897) Where an act or omission constitutes an offence under two or more enactments, then the offen der shall 
be liable to be prosecuted and punished under either or any of those enactments, but shall not be liable to be 
punished twice for the same offence. 
Thus, Mr. R shall be liable to be punished either under the Advocates Act, 1961 or under the Income Tax Act, 
1961, but shall not be punished twice for the same offence. He can be punished under any of the enactments 
if h is offence is established. 

Questlon44 

In a contr"ct of sale, Mr. A fraudulently sold certain unmarketable goods to Mr. B. Now Mr. A is liable for 
the fraudulent activity under both the Indian Contract Act, 1872 and the Sale, of Goods Act, 1930. State, the 
provision as per the General Clauses Act, 1897 as to whcther his offence Is punishable under the both the 
Acts? (PYP 2 Marks Sep'24) 

Answer44 
Whether offence is punishable under both the Acts? 
According to section 26 of the General Clauses Act, 1897, where an act or omission constitutes an offence 
under two or more enactments, then the offender shal l be liable to be prosecuted and punished under either or 
any of those enactments, but shall not be punished twice for the same offence. 
Thus, Mr. A who is liable for the fraudulent activity under both the Indian Contract Act, 1872 and the Sale 
of Goods Act, 1930, w ill be prosecuted and punished under either or both the enactments but shall not be 
liable to be punished twice for the same offence. 

Sec 27• Meaning of Service by Post 

Question45 

What is the meaning of service by post as per provisions of The General Clauses Act, 1897? (MTP May 20, Nov 
21 & Sep '22, 3 Marks, MTP April '19 ,4 Marks, SM, RTP May 21, PYP May '18 2 Marks) 

Answer4S 
"Meaning of Service by post'' [Section 27 of the General Clauses Act, 1897]: Where any legislation or regulation 
requires any document to be served by post, then unless a differen t intention appears, the service shall be 
deemed to be effected by: 
(i) properly addressing 
(ii) pre-paying, and 
(iii) posting by registered post. 
A letter conta ining the document to have been effect ed at t he time at which the letter would be del ivered in t he 
ordinary course of post. 

Questlon46 

A notice, when required under tho Statutory rules to be sent by "registered post acknowlodgmcntduc" is 
instead sent by "reeistered post" only. Whether the protection of presumption regardine servlne of notice, 
by "registered post" under the General Clauses Act is tenable? Referring to the provisions of the General 
Clauses Act, 1897, examine the validity of such notice in this case. (SM) 

Answer46 
As per t he provisions of Section 27 of the General Clauses Act, 1897, where any legislation or regulation requires 
any document to be served by post, then unless a different intention appears, the service shall be deemed to 
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be effected by: 

(i) Properly addressing, 

(ii) Pre-paying, and 

(iii) Posting by registered post . 
A letter containing the document to have been effected at the time at which the letter would be delivered in 
the ordinary course of post. Therefore, in view of the above provision, since the statutory rules itself provides 
about the service of notice that a notice when required under said statutory rules to be sent by ' registered post 
acknowledgement due', t hen, if notice was sent by 'registered post' only it w ill not be t he compliance of said rules. 
However, if such provision was not provided by such statutory rules, then service of notice if by registered post 
only shall be deemed to be effected. Furthermore, in similar case of In United Commercial Bank v. Bhim Sain 
Makh ija, AIR 1994 Del 181, a notice when required under the statutory rules t o be sent by 'registered post 
acknowledgement due' is instead sent by 'registered post' only, the protection of presumption regarding 
serving of notice under 'registered post' under this section of the Act is neither t enable nor based upon sound 
exposition of law. 

Question47 

Mr. Vivit purchased a new house and after some time he shifted to his new house. He was regularly filing his 
Income Tax Return but he did not update his address with the Income Tax Department. The lneome Tax 
department sent a show cause notice to Mr. Vivit whereby the time limit for reply was 15 days from service 
of notice. The notice was properly sent by registered post to his address which was in the records of the 
Income Tax Department. The notice reached at old house and present owner of that house rcfu sed to accept 
that notice. After a certain period, the Income Tax Department took a penal action against Mr. Vivit. He 
requested the department, that he should not be charged i>s he did not receive the said notice. Advise in 
terms of the provisions of the General Clauses Act, 1897, whether sending of the show cause notice by the 
Income Tax Department would be considered proper service of notice? 
Give your answer with reference to the provisions of the General Clauses Act, 1897. (MTP 4 Marks Mar'24} 

Answer47 
According to section 27 of the General Clauses Act, 1897, where any legislation or regulation requires any 
document to be served by post, then unless a different Intention appears, the service shall be deemed to be 
affected by: 
(I) properly addressing 
{ii) pre-paying, and 
(iii) posting by registered post. 
Further, on the basis of decision taken by the apex court in case of Jagdish Singh vs Natthu Singh, where a notice 
is sent to the landlord by registered post and the same is returned by t he tenant w ith an endorsement of refusal, 
it w i II be presumed that the notice has been served. 
In the given case, the Income Tax Department sent the show cause notice properly by a registered post at the 
address which was in the records of the department. Hence, it was a proper service of notice. Further, refusal 
by current owner of house to accept the notice, will not amount to- that the notice \•Vas not properly served by 
the Income Tax Department . It was the duty of Mr. Vivit to update his address. Therefore, Income Tax 
Department is correct in its decision. 

Question48 

Mr. A (landlord) staying in Delhi, rented his flat of Bengaluru to Mr. B (tenant) for '1:20,000 per month to be 
paid annually. An agreement was made between them that during the tenancy period, if A requires his flat 
to be vacated, one•month prior notice is to be given to Mr. B. After eight months a notice was sent by Mr. 
A to Mr. B to vacate his flat by registered post which was refused to be accepted by Mrs. C (wife of Mr. 8) 
and Mr. B denied to vacate the flat on ground of non-receipt of notice. Examine, as per the General Clauses 
Act, 1897, whether the notice is tenable? {PYP 4 Marks Nov '22) 
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Answer48 
According to Section 27 of the General Clauses Act, 1897, where any legislation or regulation requires any 
document to be served by post, then unless a different inten tion appears, the: service shall be deemed to be 
affected by: 
(1) Properly addressing 
(iii Pre-paying, and 
(iii) Posting by registered post. 
Case Laws 
(i) In Smt. Vandana Gulati Vs . Gurmeet Singh alias Mangal Singh, AIR 2013 All 69, it was held that where notice 

sent by regist ered post to person concerned at proper address is deemed t o be served upon him in due 
course unless contrary is proved. 

(ii) In Jagdish Singh Vs. Nathu Singh, AIR 1992 SC 1604, it was held that where .a notice is sent by the landlord 
by registered post and the same is returned by the tenant with an endorsement of refusal, it w ill be 
presumed that the notice has been served. 
In other words, Endorsement 'not claimed/not met' is sufficient to prove deemed 
service of notice. 
In the given question, Mr. A has served the notice to Mr. B by registered post which was refused to be 
accept ed by Mrs. C (wife of Mr. B). However, M r. B cannot deny to vacate the flat on ground of non- receipt 
o f notice, since Mrs. C had refused to accept the noti ce served by Mr. A through registered post. 
Hence, the notice served by Mr. A is t enable provided one- month prior notice given to Mr. B. 

Sec 6· Effect of Repeal 

Question 49 

Whenever a new law is anacted to roplace the existin,: law, it repeals tho old enactment. Describe the 
points which shall not have: <1ny effect of repeal of the old enactment. (PYP Z Mark• Sep'24} 

Answer49 
According to section 6 of the General Clauses Act, 1897, where any Central legis lation or any regulation made 
after the commencementof t his Act repeals any Act made or yet to be made, unless another purpose exists, 
the repeal shall not : 
• Revive anything not enforced or prevailed during the period atwhich repeal is effected or; 

• Affect the previous operation of any enactment so repealed oranything duly done or suffered thereunder; or 

• Affect any right, privilege, obligation or liability acquired, accruedor incurred under any enactment so 
repealed; or 

• Affect any penalty, forfeiture or punishment incurred in respectof any offence oommitted against any 
enactment so repealed; or 

• Affect any inquiry, litigation or remedy w ith regard to such claim, pr ivilege, debt or responsibili ty or any 
inquiry, litigation orremedy may be initiated, continued or insisted. 

Multiple Choice Questions (MCQs) 

B:aslc Underst;indln,: of Le,:lsliltion 

1. Every Act h:,s a which expresses the scope, object and purpose of the Act. It Is the main source for 
understanding tho Intention of tho lawmaker behind tho Act. (SM) 
(a) Definition 
(b) Preamble 
(c) Affidavit 
( d) Document 

Ans: (b) 
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2. Where an act of parliament does not expressly specify any particular day as to the day of coming into 
operation of such Act, then it shall come into operation on the day on which 
{MTP 1 Mark March 21, Oct'2l, Mar'22, SM, Scp'22} 
(a) It receives the assent of the President 
(b) It receives the assent of the Governor General 
(c) It Is notified in the official gazette 
(d) It receives assent of both the houses of Parl iament 

Ans: (a) 

Sec 3(22)· Good Faith 

3 . X purchased a car from Y, believing that Y was the legitimate owner. Although X paid the full purchase 
price and took possession of the car, he did not check the Registration Certificate {RC) of the car to verify 
the authenticity of Y's ownership. Later, it was discovered that Y was not the rightful owner, and the car 
had been stolen. In the context of "good f3ith" as dofincd in the General Clauses Act, 18971 determine the 
validity of X's ownership claim over the c:,r. (RTP Jan'25) 
(a) X holds valid ownersh ip of the car because he paid the full prlceand believed Y to be the legitimate 

owner. 
(b) X does not hold valid ownership because his purchase was made without due care and attention, even 

though he acted honestly. 
(c) X holds valid ownership because he had no knowledge of the car being stolen, showing he acted in 

"good faith." 
(d) X's ownership is valid because he did not act negligently, and his actions were deemed "in good faith." 

Ans: (b) 

Soc 3(26)· Immoveable Property 

4. Which of the following is not an Immovable Property? (SM) 
a) La nd 
b) Building 
c) Timber 
d) Machinery permanent ly attached to the land 

Ans: (c) 

5. What amona the followina could be considered in the term 'Immovable Property' as defined under 
section 3(26) of the General Clauses Act, 1897? (MTP 2 Marks Oct 20, Nov'21, Oct'22, SM) 
{i) The soil for making bricks 
{ii) Right to catch fish 
(iii) Right to drain water 
(iv) Doors and Windows of the house 
(a) Only (i) and (iv) 
(b) Only (1), (Ii) and (iv) 
(c) Only (i) and {ii) 
(d) Only (ii), (iii) and (iv) 

Ans: (b) 

6. ABC Real Estate ltd., a prominent real estate company, has recently acquired a piece of land in a suburban 
area. The land has a small lake that is expected to generate significant tourism revenue in the future. 
Additionally, the land has sever:al old structures that are permanently fastened to the c:irth, such as a 
stone pavilion and a historical monument. ABC Real Estate Ltd. plans to develop the :irea by refurbishing 
the existinll structures and enhancing the natural surroundings to attract tourists. 
Considering the above scenario, identify which of the following components are classified as "Immovable 
Property" under the General Clauses Act, 1897 (Ju/'24 MTP) 
(a) Only the land and the stone pavilion. 
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(b) Only the land and the benefits arising from the lake. 
(c) The land, benefits arising from the lake, and the stone pavilion. 
(d) The land, the benefits arising from the lake, the stone pavi lion, and the historical monument. 

Ans: (d) 

Sec 3(66)· Calendar Vear 

7. Calendar year starts from: {MTP 1 Mark Apr// '23) 
(a) January 
(b) April 
(c) June 
(d) September 

Ans: (a) 

Sec 5· Comine; into operation of enactment 

8. An Act has been passed by the government and though sufficient time has elapsed since the Act was 
passed, It hlls not been brought into force by thc Government. Which of the following is correct in the light 
of the provisions of the General Clauses Act, 1897? {PYP Sep'24) 
(a) The court can issue a mandamus with a view to compel thegovernment to bring the Act into 

operation on a particular day. 
(b) The court can through a writ direct the Government to consider t hequestion as to when the Act 

should begin to operate. 
(c) The court can publish a date in Official Gazette as an effective date forenfoccement of the Act. 
(d) The court cannot direct the government to consider the question as to when Act should begin to operate. 

Ans: (b) 

Sec 11· Me:isurement of Distances 

9. The Ministry of Transport is planning to construct a new highway that will connect City A and City B. 
According to the initial plan, the highway is expected to cover a distance of 150 kilometers. During the 
survey, the engineers measure the distance between the two cities as the crow flies, without considering 
the natural terrain and existing road curves. This method Is in line with the provisions of the General 
Clauses Act, 1897 regarding the measurement of distance for the purposes of any Central Act or 
Regulation. 
Considering the above scenario, which statement is correct about the measurement of distance as per 
the GancrDI Cllluscs Act, 18977 {MTP Ju/'24) 
(a ) The distance should be measured along the existing roadways and curves. 
(b) The distance should be measured considering the natural terrain and obstacles. 
(c) The distance should be measured in a straight li ne on a horizontal plane unless otherwise specified. 
(d) The distance should be measured as a combination of straight lines and natural curves . 

Ans: (C) 

Sec 13· Gender & Number 

10.ln all Central Acts and Regulations, unless there is anything repugnant in the subject or context, words 
importing the masculine gender shall be taken: (MTP 1 Mark March '23 & Sep '23, PYP Sep'24} 
(a) To exclude fema les 
(b) To exclude girl child 
(c) To incl ude females 
(d) To exclude boy child 

Ans: (c) 
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Sec 16- Power to appoint to include power to suspend or dismiss 

11. Where, by any Central Act, a power to make any appointment is conferred, then, unless a different 
intention appears, the authority having for the time being power to make the appointment shall also 
have power: {MTP l Mark Sep '23} 
(a) To appoint the me mbers of that fa mily 
(b) To grant increment to any fam ily members 
{c) To suspend or dismiss any person appointed 
(d) No other power is conferred except for appointment 

Ans: (c) 

Sec 26· Provision as to offence punishable under two or more enactments 

12.An act or omission constitutes an offence under two enactments. Referring to the provisions of the 
General Clauses Act, 1897, state which among the following is correct in such a situation: {SM} 
(a) The offender sha ll be liable to be prosecuted a.nd punished under that enactment only, which was 

enacted last and not under the other enactment. 
(b) The offender sha ll be liable to be prosecuted and punished under that enactment only, which was 

enacted first and not under the other enactment. 
(c) The offender sha ll be liable to be prosecuted and punished under both the enactments. 
(d) The offender sha ll be liable to be prosecuted and punished under that either or any of those 

enactments but shall not be punished t wice fo r the same offence. 
Ans: (d) 

13.Apex Manufacturing is an industrial company based In India. Recently, the companyfpund itself embroiled 
In legal Issues concerning two separate offencos under different enactments. Tho first offence involved a 
violation of environmental rci:ulations, for which tho company was prosccutc,d ond fined. Subsequently, 
Apex Manufacturing was chari:ed under a different law for a slmllar but not identical environmental 
violation. 
The first offence was under the Environment Protection Act, 1986, for failing to dispose of hazardous waste 
properly. The second offence, under the Water (Prevention and Control of Pollution) Act, 1974, involved 
discharging untreated wastewater into a river. 
Mr. Sharma, the company's legal advisor, consulted on said issue. He determined the prosecution outlined 
in Section 26 of the Gener:,I Clauses Act, 1897, and Article 20{2) of the Consti,tution of India, which protects 
"!:"inst double Jcopardy. Comment upon the validity of protection th:>t can be given to the Apex 
Manufacturing. (RTP Sep'24) 
{a) Yes val id, because both involve environmental violations. 
(b) Not val id, because the specific actions and legal provisions violated are d ifferent. 
(c) Its valid, because both resu lt in environmental harm. 
(d) Its val id, though were prosecuted under d ifferent Acts but nature of act is similar. 

Ans: (b) 

14. Where an act or omission constitutes an offence under two or more enactments, then the offender shall 
be liable to be prosecuted :ind punished under (MTP l Mark Oct 20, Oct'2l, Mar22, Sep'22} 
{a) Under either or any of t hose enactments 
(b) Twice for the same offence 
(c) Either a. o r b. as per the d iscretion of the court 
(d) none of these 

Ans: (a) 
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• Rule of Harmonious Construction 
• The Rule in Heydon's Case or Mischief Rule 
• Rule of Beneficial Construction 
• Rule of Exceptional Construction 
• Rule of Ejusdem Generis 

Internal Aids To Interpretation/Construction 
• l ong Title • Preamble 

• Marginal Notes • Definitional Sections 
• Proviso • Explanation 

• Saving clauses • Non obstacle clauses 

i • Heading 
; • 1 llustrations 
i i • Schedules 
! • Read the Statute as a Whole 
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External Aids To Interpretation/Construction 
External Aids 

1. Historical Setting 

3. Usage 
S. Dictionary DeAnitions 

Question 1 

j 2. Consolidating Statutes & Previous Law 
! 4 . Earli er & Later Acts and Analogous Acts 
I 6. Use of Foreign Deci sions 

Question & Answers 

Introduction to various Terms 

:~ LDR 

Differentiate between interpretation and construction. {MTP 4 Marks, March 21., March 18, PYP 4 Marks 
May'24} 

Answer 1 
'Construction' as applied to a w ritten st atute or document means to det ermine from its known elements its 
true meaning or the intention of its framers. Construction involves drawing conclusions beyond the actual 
expressions used in t he text . This is done by referring to other parts of the enact ment and the context in which 
the law ,,vas made. Thus, when you const rue a st at ute you are attempting to ascertain the intent ion of the 
legislature. 
Difference between Interpretation and Construction: 
It would also be worthwhile to note, at this st age itself, the difference between the terms 'Interpretation' and 
Construction. While more oft en t he t,,vo terms are used int erchangeably to denote a process adopted by the 
courts to ascertain the meaning of the legislature from the w ords with which it is expressed, these tw o terms 
have different connotations. 
Interpretation is the art o f ascer taining the meaning of words and the true sense in which the author intended 
that they should be understood. 
It is the drawing of conclusions from a statute that lie beyond t he direct expression of the w ords used therein. 

{Bhagwati Prasad Kedia v. C./. T, (2001}] 
It is the duty of the courts to give effect to the meaning of an Act when the meaning can be equitably gathered 
from the words used. Words of legal import occurring in a statute which have acquired a definite and precise 
sense, must be understood in t hat sense. (State of Madras v. Gannon Dunkerly Co. AIR 1958} 
Thus, where the Court adheres to the plain meaning of the language used by the legislature, i t would be 
'in terpretation' o f the words, but where t he meaning is not plain, the court has to decide whet her t he wording 

was meant to cover the situation b@fore t he court. Her@, the court would b@ resorting to 'construction'. 
Conclusions drawn by means of construction are w ithin the spirit though not necessarily within the letter of 
the law. In practice construction includes interpretation and t he terms are frequently used synonymously. 

Question 2 

Explain the principles of "Grammatical Interpretation" and "logical Interpretation" of a Statute. 

OR 
Explain the "grammatical" and "logical" interpretation and state the situations where the courts adopt 
them while interpreting the Statutes in India. {MTP March'19 , March '21 & Sep'22 , 3 Marks, PYP 3 Marks 
Nov'22, Old & New SM} 

Answer2 
Principles of Grammatical Interpretation and Logical Interpretation: In order t o ascertain the meaning of 
any law/ statute the principles of Grammatical and Logical Interpretation is. applied to conclude the real 
meaning of the law and the intention of the legislature behind enact ing it. 
Meaning: Grammatical interpretation concerns itself exclusively w ith the verbal expression of law. It does 
not go beyond the letter of t he law, whereas Logical interpretation on t he other hand, seeks more satisfactory 
evidence of the t rue Intention of the legislature. In other words, the emphasis in grammatical interpretation 
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is on "what the law says" and the logical interpretation seeks on the other hand, seeks to ascertain" what 
the law means". 
Application of the principles in the Court: In a ll ordinary cases, the grammatica l interpretati on Is the sole 
form allowa ble . The Court cannot delete or add to modify the letter of the law. However, where the letter of 
the law is logically defective on account of ambigui ty, inconsistency or incomp lete ness, the Court is under a 
duty to trave l beyond the letter of law so as to determine the true lntention,s of the legislatu re. So that a 
statute is enforceable at law, however, unreasonable it may be . The duty o f t he Court is to administer t he 
law as it stands rather it is just or unreasonable. 
The Court shall admi nister the law as it stands and shall not attempt an alternative interpretation based on 
logic that is ostensibly just or reasonable. 
However, if there are two possible constructions of a clause, the Courts may prefer the logical construction. 

Question 3 

Define Grammatical Interpretation. What are the exceptions to grammatical interpretation? (MTP 4 Marks 
Oct 21, Old & New SM, PYP May '18 ,4 Marks) 

Answcr3 
Grammatical Interpretation and its exceptions: 'Gra mmatical interpretation' concerns itself exclusively with the 
verbal expression of the law, it does not go beyond the letter of the law. In all ordinary cases, 'grammatical 
interpretation'isthesoleformallowable. TheCourtcannot takefrom or add to modify the letter of the law. 
This rule, however, is subject to some exceptions: 
(i) Where the le tter of the law is logica lly de fective on account of ambiguity, inconsistency or incompleteness. 

As regard the defect to ambiguity, the Court is under a duty to travel beyond the. lette r of the law so as to 
determine from the other sources the t rue intention of the legislature. In the case of the statu tory 
expression being defective on account of inconsistency, the court must ascertain t he spirit of the law. 

{ii) If the text leads to a resu lt whi ch is so unreasonable t hat it is self -evident that t he legislature coul d not 
mean what it says, the court may resolve such impasse by inferring logically t he intenti on of the legislature. 

Classification of Interpretation 

Question 4 

What are the differences between Interpretation and construction in the legal context, and how do these 
two concepts rolatc to each other as per Interpretation of Statute? (MTP Dcc'24 4 Marks) {Chapter 

lftterpret11tion of Statute~) 

Answer4 

Difference and Relationship between Interpretation and Construction 
The two terms- 'Interpretation' and 'Construction', are used inte rchangeably to denote a process adopted by 
the courts to ascertain the meaning of the legislature from the words with which it is expressed, these two terms 
have different connotations. 
Interpretation is the art of ascertaining the meaning of words and the true sense in which the author intended 
that they should be understood. 
Thus, where the Court adheres to the plain meani ng of the language used by the legislature, it would be 
'interpretation' of the words, but where the meaning is not plain, t he court has to decide whether the wording 
was meant to cover the situation before the court. Here, the court would be resorting to 'construction' . 
Conclusions drawn by means of construction are within the spirit though no t necessarily within the letter 
of the law. 
In practice construction includes interpretation and the terms are frequently used synonymously. 
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Primary Rule-Rule of Literal Construction 

Question 5 

Explain the rule which suggests that the 'Plain word requires no explanation' and 'Technical words be 
understood in technical sense only'. (PYP 4 Marks Sep'24) 

Answer s 
Rule that suggests 'Plain Word requires no explanation' 
This Rule Is called "Rule of Literal Construction". 
It is a card inal rule of construction that a statute must be construed li terall y and grammatically giving the 
words their ordinary and natural meaning. Therefore, the language used in t he statute must be construed 
in i ts grammatical sense. The correct course is to take the words themselves and arrive if possible, at their 
meaning w ithout reference to cases, in the first instance. 
If the phraseology of a statut e is clear and unambiguous and capable ofone and only one interpretation, 
then it would not be cor rect to extrapolate t hese words out of their natural and ordinary sense. When the 
language o f a statu te is plain and unambiguous i t is not open to the courts to adopt any other hypothetical 
construction simply with a view to ca rrying out the supposed intention of the legislature. 
This principle is contained in the Latin maxim "absoluta sententia expositore non ind iget" which li terally 
means "an absolute sentence or preposition needs not an expositor". In ot her words, plain words requireno 
explanation. 
Sometimes, occasions may arise when a choice has to be made betv,eent wo int erpretations- one narrower 
and t he other w ider or bolder. In sucha situation, if the narrower interpretat ion would fail to achieve the 

manifest purpose of the legislation, one should rat her adopt the wider one. 
Technical words are to be understood in a Technical sense only 
This point of literal construction is that technical words are understood inthe technical sense only. In 
construing the word 'practice' In the Supreme Court Advocates Act, 1951, it ,vas observed that practice of 
law generally involves the exerciseof both the functions o f acting and pleading on behalf of a li tigant party. 
When legislature confers upon an advocate the right to practice in a court, it is legitimate to underst and 

that expression as authorizing him to appear and plead as well as to act on behalf of suitors in that court. 
(Ashwini Kumar Ghose v. Arabinda Bose AIR 1952 SC 369). 

Question 6 ~ LDR 

Vivit, a director of the company, not being personally concerned or interested, financially or otherwise, in a 
mattar of a proposl!d motion placl!d bl!forl! thl! Board Ml!l!ting, did not disclose his intarl!st although he has 
knowledge that his sister is interested in that proposal. He res trains from making any disclosure of his 
interest on the prosumption that he is not required by law to disclose "ny Interest as he Is not personally 
interested or concerned In the proposal. He made his presumption relylne on the 'Rule of Literal 
Construction'. Explaining the scope of interpretation under this rule in the eiven situation, decide whether 
the decision of Vivit is correct? (MTP 3 Marks March 123 & Sep '23, PYP 3 Marks Jan '21) 

Answer 6 
Rule of Literal Construction 
Normally, w here the words of a statute are in themselves clear and unambiguous, then t hese words should 
be construed in their natural and ordinary sense and it is not open to the court to adopt any other 
hypothet ical construction. This Is called the rule of literal construction . 
Th is pr inciple is contained in the Latin maxim "absoluta sententia expositore non indeget" w hich literally 
means "an absolut e sent ence or preposition needs not an expositor" . In other words, plain w ords require 
no explanation. 
Somet imes, occasions may arise w hen a choice has to be made bet ween two i nterpretations -
one narrower and t he other wider or bolder. In such a situati on, if the narrov,er interpret ation 
would fa il to achieve t he mani fest purpose o f the legislation, one should rather adopt the w ider one. 
When we ta lk of disclosure of 'the nature of concern or interest, financia l or otherw ise' o f a director or the 
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manager of a company in the subject-matter o f a proposed motion (as referwed to in section 102 of the 
Companies Act, 2013), we have to interpret in its broader sense of referring to any concern or interest 
containing any information and facts that may enable members to understand the meaning, scope and 
implications o f the items of business and to take decisions thereon. What is required is a ful l and frank 
disclosure without reservat ion or suppression, as, for instance where a son or daughter or father or mother 
or brother or sister Is concerned in any contract or matter, the shareholders ought fa irly to be informed of it 
and the material facts disclosed to them. Here a restricted narrow interpreta tion would defeat the very 
purpose of the disclosure. 
In the given question, Vivit (a director) did not disclose his interest in a matter placed before the Board 
Meeting (in which his sister has interest), as he is not persona lly interested or concerned in the proposal. 
Here, he ought to have considered broader meaning of the provision of law; and t herefore, even though he 
was personally not interested or concerned in the proposal, he should have disclosed the interest. 

Primary Rule-RulQ of Harmonious Construction 

Question 7 

Explain the meaning of 'Without Prejudice' as a Harmonious aid to interpretation of statutes. Support your 
answer with the help of :in example. {RTP Nov '23} 

Answer 7 
W ithout prejudice 
When certain particular prov1s1ons follow general prov1s1ons and w hen it is stated that the particular 

provisions are without prejudice to those general provisions, the particular p~ovisions would not restrict or 
limit the operation and generali ty of the preceding general provisions. In other wprds, the particular 
provisions shall operate In addition to and not in derogation of the general provisions. 
Example: Section 4(3) of the Companies Act, 2013, "Without prejudice to the provisions of sub-section (2), a 
company shall not be registered w ith a name which c.ontains .. .... " This implies that wh ile registering (and 
deciding) the name of the company [as per section 4(3)J, provisions o f section 4(2) shall also be operative. 

Question 8 

Imagine you are a legal advisor for a company drafting a new contract. One of the clauses in the contract 
states: "Notwithstanding anything contained in any other provisions of this agreement, the company 
reserves the right to terminate the agreement without notice if there is a breach of confidentiality by the 

C!mployl!C!." Explain to the managamant of tha company tha maaning of a non•obstanta clausa in ll!gal 
documents and its effect on overriding other provisions with reference to decided case law. (Chapter 14: 
Interpretation of Statutes) (RTP Scp'24) 

Answers 
A clause that begins with the words "notwithstanding anything contained" is called a non-obstante clause. 
Unlike t he "subject to'' clause, the notwi thstanding clause has the effect of making the provision prevail over 
others. When this term is used then the clause will preva il over the other provision(s) mentioned therein. [K. 
Parasurammaiah v. Pakari Lakshman AIR 1965 AP 220). 
In conclusion, a non-obstante clause plays a crucial role in legal drafting by ensuring that the specified 
provision prevails over conflicting provisions, thereby enhancing legal certainty and consistency in judicial 
interpretat ion. 

Questlon9 

Explain the term "Generali specialibus non derogant", in connection with Interpretation of Statues. {PYP 4 
Marks May'24} 

Answcr9 
i t is a basic rule of interpretation that if it is possible to avoid a conflict between two provisions on a proper 
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construction thereof, then it is the duty of the court to so construe them that they are in harmony with each 
other. But where it is not possible to give effect to both the provisions harmoniously, collision may be avoided 
by holding that one section which is in conflict with another merely provides for .an exception or a specific rule 
different from the general rule contained in the other. A specific rule will override a general rule. This principle 
is usually expressed by the maxim, "generalia speciali bus non derogant" . 
However, this rule can be adopted only when there Is a real and not merely apparent conflict between 
provisions, where the words of a statute, on a reasonable construction thereof, admit of one meaning only 
then such natural meaning will prevail. The court shall not attempt an interpretation based on equity and 
harmonious construction. 

Question 10 

A clause that begins with the words 'notwithstanding anything contained' is a clause, that has the effect of 
making the provision prevail over others. It can operate at four levels. Explain any two of them. 
(PYP 4 Marks NavZ3) 

Answer 10 
A clause that begins with the words 'notwithstanding anyth ing contained' Is called a non- obstante clause. Unlike 
the 'subject to' clause, the notwithstanding clause has the effect of making the provision prevail over others. 
When this term is used then the clause will prevail over the other provision(s) mentioned therein. {K. 
Parasurammaiah Vs. Pakari Lakshman AIR 1965 AP 220} 
A notwithstanding clause can operate at four levels. 
S. No. Clause Effect 

1. Notwithstanding anything contai ned in another The clause wil l override such other section(s) / 
section or sub- section of that statute. sub-section(s) 

2. Notwithstand ing anything contained in a statute. The clause will override the entire enactment. 
3. Notwithstanding anything contained in specific The clause w ill prevail over t he 

section(s) or sub-section(s) or all the provisions enactment. 
contained in another statute. 

4. Notwithstanding anything contained in any other law The clause will override all other laws. 
for the time being in force. 

Primary Rule• Rule of Heydons Case/ Mischief Rule 

Question 11 

Explain the rule in 'Heydon's Case' while interpreting the statutes quoting a,n example. 
{MTP 4 Marks March Zl, NovZl, MTP 3 Marks April '19, SM, PYP 3 Marks Dec1Zl} 

Answer 11 

other 

Where the language used in a statute is capable of more than one interpretation, the most firmly established 
rule for construction is the principle laid down in the Heydon's case. This rule enables, consideration of four 
matters in constituting an act : 
(1) what was the law before making of the Act, 
(2) what was the mischief or defect for which the law did not provide, 
(3) what is the remedy that the Act has provided, and 
(4) what is the reason for the remedy. 
The rule then directs that the courts must adopt that construction which 'shall suppress the misch ief and 
advance the remedy'. There fore, even in a case where the usual meaning of the language used falls short of 
the whole object of the legislature, a more extended meaning may be attributed to the words, provided they 
are fairly susceptible of it. If the object of any enactment is public safety, then it s working must be interpreted 
widely to give effect to that object . Thus in the case of Workmen's Compensation Act, 1923 the main object 
being provision of compensation to workmen, it was held that the Act ought to be so construed, as far as 
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possible, so as to give effect to its primary provisions. 
However, it has been emphasized by the Supreme Court that the rule in Heydon's case is applicable only when 
the words used are ambiguous and are reasonably capable of more than one meaning {C/Tv. Sodra Devi (l957) 
32 /TR 615 (SC}]. 

Primary Rule• Rule of Exceptional Construction 

Question 12 

Diffc,rcntiatc, Mandatory Provision from a Directory Provision. What factors clocido whcthcr a provision ls 

dirc,ctory or mand:itory? (MTP 3 Marks April 21, PYP May '19 3 Marks, PYP 4 Marks May '18, Old & New 
SM} (MTP 4 Marks Aug'Z4) 

Answer 12 
Practically speaking, the distinction between a provision which is 'mandatory' and one which is 'directory' is 
that when it is mandatory, it must be strictly observed; when it is 'directory' ut would be sufficient that it is 
substa ntially complied wi th . However, we have to look to the substance a nd not merely the form, an 
enactment in mandatory form might substantially be directory and, conversely, a statute in directory form 
may in substance be mandatory. Hence, it is the substance that counts and must take precede nce over mere 
form. If a provision gives a power coupled with a duty, it is mandatory: whether it is or is not so would depend 
on such consideration as: 

the nature of the th ing empowered to be done, 
the object for which it is done, and 
the person for whose benefit the power is to be exercised 

Primary Rule· Rule of Ejusdem Generis 

Question 13 

Enumerate when does the rule of Ejusdem Generis apply.(MTP 3 Marks Sep'ZZ) 

Answer 13 
The rule of Ejusdem Generis applies when: 
1. The statute contains an enumeration of specific words 
2. The subject of enumeration constitutes a class or category 
3. That class or category is not exhausted by the enumeration 
4. General terms follow the enumeration; and 
5. There is no indication of a different legislative intent. 

Question 14 

Explain in reference to Interpretation of Statutes, the cases where Rule of Ejusdem Generis will not apply. 
(PYP 3 Marks Nov 'ZZ) 

Answer 14 
The Ruic of Ejusdc,m Gc,nc,ris w ill not apply in the, following situations: 

1 If the preceding term is general, as well as that which foll ows thi s ru le• cannot be applied. 

2 Where the parti cular words exhaust t he whole genus. 
3 Where the specific objects enumerated are essentially diverse in character. 
4 Where there is an express Intention of legislature that the general term shall not be read ejusdem 

generis the specific terms. 
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EXAM INSIGHTS: Majority of the examinees have not answered correctly the cases where the Rule of 
Ejusdem Generis will not apply with reference to Interpretation of Statutes. Some of the examinees 
have written only the meaning of EJusdem Generls which is not the requirement of the question/ or 
they wrote the answers in a general ized manner. 

Secondary Rule- Doctrine of Noscitur a Sociis 

Question 15 

Define the concept of 'Doctrine of Noscitur a Sociis' with example in accordance with the provisions of the 
Interpretation of Statutes. 
(PYP 3 Marks Nov'23} (MTP 3 Marks May 20 , March '22 & Oct '22, PYP 3 Mark.s Nov 20} 

Answer 15 
Noscitur a Soc/is means that when two or more words that are susceptible of analogous meaning, are coupled 
together they are understood to be used in their cognate sense. They take, as it were, their colour from each 
other, that is the meaning of the more general word being restricted to a sense analogous to that of the less 
general. 
Examples of the princi pal of Noscitur a Sociis are as follows: 
Fresh orange juice is not a fruit juice. 
While dea Ii ng with a Purchase Tax Act, which used the expression 'manufactured beverages including fruit-juices 
and bottled waters and syrups'. 
It was held that the description 'fruit juices' as occurring therein ~hould be construed in the context of the 
preceding words and that orange-juice unsweetened and freshly pressed was not within the description. 
{Commissioners. Vs. Savoy Hotel, {1966) 2 All. E.R. 299} 
Private Dispensary of a doctor is not a commercial establishment 
In dealing with the definition of commercial establishment in section 2 (4) of the Bombay Shops and 
Establishments Act, 1948, which reads, 'commercial establishment means an establishment which carries on any 
business, trade or profession', the word 'profession' was construed with the associated words 'business' and 
'trade' and it was held that a private dispensary of a doctor was not within the definition. (Dr. Devendra M. Surti 
Vs. State of Gujrat, A.I.R. 1969 SC 63) 

EXAM INSIGHTS: Majority of the examinees have satisfactorily explained the concept of "Doctrine of 
Noscitur a Sociis" V✓ith example, as per the Interpretation of Statutes. 

Secondary Rule• Doctrine of Contemporanea Expositio 

Question 16 

Explain the Doctrine of Contemporanea Expositio. (PYP 3 Marks, May '23 M TP 4 Marks July'24} 

Answer 16 
Doctrine of Contemporanea Expositio 
This doctrine is based on the concept that a statute or a document is to be interpreted by referring to the 
exposition it has received from contemporary authority. The maxim "Contemporanea Expositioest optima 
et fortissinia in lege" means "contemporaneous exposition is the best and strongest in the law." This means 
a law should be understood in the sense in which it was understood at the time when it was passed. 
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This maxim is to be applied for construing ancient statutes, but not to Acts that are comparatively modern. 

Exam Insights: Most of the examinees have not correctly explained the Doctrine of Contemporanea 
Expositio. Instead, many examinees explained the Doctrine of Noscitur a Sociis under interpretation of 
statutes. Many students did not attempt this part of the question. 

Internal Aid- Preamble 

Question 17 

When can the Preamble be used as an aid to interpretation of a statute? {MTP 4 Marks July'24) 

Answer 17 
Preamble merely affords help in the matter of construction, if there is an ambiguity in the law. 
Courts refer to t he preamble as an aid to construction in the fol lowing situations;: 
Situation 1: Where there Is any ambiguity In the words of an enactment the assistance of the preamble may be 
taken to resolve the conflict. 
Situation 2: Where the words of an enactment appear to be too general in scope or application then courts 
may resort to the preamble to determine the scope or limited application for which the \"lords are meant. 

Question 18 ~ LDR 

When can the Preamble be used as an aid to interpretation of a statute? {MTP 3 Marks April 123, RTP Nov '20, 
PYP May '19 , 3 Marks, SM, RTP May '22, RTP May '23) 

Answer 18 
Preamble: The Preamble expresses the scope, object and purpose of the Act more comprehensively. The 
Preamble of a Statute is a part of the enactment and can legitimately be used as an internal aid for construing 
it. However, the Preamble does not over-ride the plain provision of the Act. But if the wording of the statute 
gives rise to doubts as to its proper const ruction, for example, where the words or phrase has more tha n one 
mea ning and a doubt arises as to which of the two meanings is intended in t he Act, the Preamble can and 
ought to be referred to in order to arrive at the proper construction. 
In short, the Preamble to an Act discloses the primary intention of the legislature but can only be brought in as 
an aid to construction if the language of the statute is not clear. However, it cannot override the provisions of 
the enactment. 
Example: Use of the word 'may' in section 5 of the Hindu Marriage Act, 1955 provides that "a marriage may be 
solemnized between two Hindus ..... " has been construed to be mandatory in the sense that both parties to the 
marriage must be Hindus as defined in section 2 of the Act. It was held that a marriage between a Christian 
male and a Hindu female solemnized under the Hindu Marriage Act was void. This result was reached also 
having regard to the preamble of the Act which reads: 'An Act to amend and codify the law relati ng to marriage 
among Hindus" [Gul/ipoliSowrio Raj v. BandaruPavani, (2009}1 SCC714]. 

Internal Aid• Heading and Title of a Chapter 

Question 19 

In what way is 'Heading and Title of a Chapter' considered as internal aid in the interpretation of statutes. 
{MTP 4 Marks Apr'24} 

Answer 19 
Heading and Title of a Chapter 
If we glance through any Act, we would generally find that a number of its sections referring to a particular 
subject are grouped together, sometimes in the form of chapters, prefixed by headings and/or Titl es. These 
Heading and Titles prefixed to sections or groups of sections can legitimately be referred to for the purpose 
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of construing the enactment or its parts. 
The headings of different portions of a Statute can be referred to determ ine the sense of any doubtful 
expression in a section ranged under any particu lar heading. 
They cannot control the plain meaning of the words of the enactment though, they may, in some cases be 
looked at in the light of preamble if there is any ambiguity in the meaning o f the sections on w hich they can 
throw light. 
It may be noted that headings may sometimes be referred to know the scope of a sect ion in the same way as 
the preamble. But a heading cannot control or overr ide a section. 

Internal Aid-Definitional Sections 

Question 20 

Write short notes on the following in understanding definitions while interpreting statutes: 
(i) Ambiguous definitions 
(ii) Definitions subject to a contrary context {MTP 3 Marks April 22 & March '23) (MTP 4 Marks Dec'24} 

Answer 20 
(i) Ambiguous definitions: Sometime, we may find that the definition section may itself be ambiguous, and 

so it may have to be interpre ted in the light of the other provisions of the Act and having regard to the 
ord inary meaning of the word defined. Such type of definition is not to be read in isolation. It must be 
read in the context of the phrase which it defines, realising that the function of a defin ition is to give 
accuracy and certainty to a word or phrase which would otherw ise be vague and uncertain but not to 
contradict it or depose it altogether. 

(ii) Definitions subject to a contrary context: When a word is defined to bear a number of inclusive meanings, 
the sense In w hich the word is used In a particular provision must be ascertained from the context of the 
scheme of the Act, the language of the provision and the object intended to be served thereby. 

Question 21 

How will you interpret the definitions in a statute, if the following words are used in a statute? 
(i) Means, (ii) Includes 
Give one illustration for each of the above from statutes you are familiar with. {MTP 3 Marks May 20 & Oct 
'22 & Oct '23, SM, RTP Nov '22, PYP 3 Marks July '21 MTP 4 Marks Mar'24) 

Answer 21 
Interpretation of the words "Means" and "Includes" in the definitions- The definition of a word or expression 
in the definition section may either be restricting of its ordinary meaning or may be extensive of the same. 
When a word is defined to 'mean' such and such, the defin ition is 'pr ima facie' restrictive and exhaustive, we 

must restrict t he meaning of the word to that given in the definit ion section. 
But where the word is defined to ' include' such and such, the definition is 'pr ima facie' extensive, here the word 
defined is not restricted to the meaning assigned to it but has ext ensive meaning \,vhich also includes the meaning 
assigned to it in the definition section. 
Example-
Definition of Director [section 2(34) o f the Companies Act, 2013] - Director means a director appointed to the 
board of a company. The word "means" suggest s exhaustive definition. 
Definition of Whole time director [Section 2(94) of the Companies Act, 2013)- Whole time director includes a 
director in the whole time employment of the company. The word " includes" suggest s extensive definition. 
Other directors may be included in the category of t he whole time director . 

Question 22 

(i) What is the purpose of inclusion of 'definitions' of certain words and expressions in the body of any 
statute? 

Chapter 14 Interpretation of Statutes 



(ii) The definition sometimes includes the words 'mean', 'include', 'means and include' and 'to apply to and 
include'. What is the meaning of such words? (PYP 4 Marks Sep'24} 

Answer 22 
(i) Purpose of inclusion of 'definition' of certain words and expressions in the body of any statute 

The legislature has the power to embody in a statute itself the definitions of Its language and It is quite 
common to find in the Statutes 'definitions' of certain words and expressions used in the body of the 

statut e. When a word or phrase is defined as having a particular meaning inthe enactment, it is that 
meaning alone w hich must be given to it in in terpreting a Section of t he Act unless there be anything 
repugnantin the cont ext. This is called an exhaustive definition. The Court cannot ignore an exhaustive 
st atu tory definition and try and extractwhat it considers to be the true meaning of the expression 
independently of it. The purpose of a definition clause is two-fold: (i) to provide a key to the proper 
interpretation o f the enactment, and (ii) to shorten the language o f the enacting part by avoid ing repeti t ion 
of ihe same words contained in the defin ition part every time the legislature wants to refer to the 
expressions contained in the definition. 

(ii) Restrictive and extensive definitions: The definition of a word or expression in the definition section may 
either be restricting o f i ts ordinary meaning or may be extensive of the same. 
When a w ord is defi ned to 'mean' such and such, the definit ion is 'pr ima facie' rest rictive and exhaustive, 
we must restrict the meaning of the word to that given in the definition section. 
But where the word is defined to 'include' such and such, the definition is 'p rima facie' extensive: here 
the word defined is not restricted to the m eaning assigned to i t but has extensive meaning which also 
Includes the m eaning assigned to It in the definition section. 
We may also fi nd a word being defined as 'means and includes' such and such. In th is case, the definition 
would be exhaustive. 
On the other hand, if the word is defined ' to apply to and include', t lhe definition is understood as 
extensive. 

Internal Aid• Proviso 

Question 23 

Write short note on: Proviso with reference to interpretation of Statutes, Deeds and Documents (MTP 3 
Marks March '22, PYP Nov'lB , 4 Marks, MTP 4 Marks Aug'24, MTP 3 Marks April 2 l, PYP 3 Marks May'22} 

Answer 23 

Proviso: The normal function of a proviso Is to exc@pt something out of the enactment or to qualify 
something st ated in the enact ment w hich w ould be w ithin its purview i f the proviso were not there. The 
e ffect of the proviso is to qualify the preceding enactment which is expressed in terms which are too 
general. As a general rule, a proviso is added to an enactment to quali fy or creat e an excep ti on to w hat is in 
the enactment. Ordinarily a proviso is no t interpret ed as st ating a general rule. 
It is a cardina l rule of interpretation that a proviso to a particular provision of .a statute only embraces the 
field w hich is covered by t he main provision. 

Question 24 

What is the effect of proviso? Ooc,s it qualify the main provisions of the enactment? Explain it with reference, 
to Interpretation of Statutes. (MTP 4 Marks Nov'24} 

Answer 24 
Normally a Proviso is added to a section of an Act to except somethingor qualify something stated in that 
particular section to which it is added.A proviso should not be, ordinarily, interpreted as a general rule. Usually, 
a proviso is embedded in the main body of t he section and becomes an integral part o f it. 
The effect of the proviso is to qualify the preceding enactment which is expressed in terms w hich are too 
general. 
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It is a ca rdinal rule of interpretation that a proviso or exception to a particular provision of a statute only 
embraces the field which is covered by the main provision. It carves out an exception to the main provision 
to which it has been enacted as a proviso and to no other. (Ram Narain Sons Ltd. vs. Assistant Commissioner of 
Sales Tax, AIR 1955 SC 765). 

Internal Aid• Explanation 

Question 25 

Write short note on: 
(I) Explanation, with reference to interpretation of Statutes, Deeds and Documents. 
(MTP 3 Marks March '22, PYP Nav'l8 ,4 Marks, MTP 4 Marks Aug'24, MTP 3 Marks April 21, Apr'23, SM, 
MTP 3 Marks Nav 21, PYP 3 Marks May '22) 

Answer25 
Explanation: An Explanation is at times appended to a section to explain the meaning of the text of the 
section. An Explanation may be added to include something within the section or to exclude something 
from it. An Explanation should normally be so read as to harmonise with and cl ear up any ambiguity in the 
main section. It should not be so construed as to widen the ambit of the section. 
The meaning to be given to an explana tion will really depend upon its terms arnd not on any theory of its 
purpose. 

Question 26 

Does an explanation added to a section widen the ambit of a section? (MTP 4 Marks Nav'24) 

Answer26 
Sometimes an explanation is added to a section of an Act for the purpose of explaining the main provisions 
contained in that section. If there i~ some ambiguity in the provisions of the main section, the explanation is 
Inserted to harmonise and clear up the ambiguity In the main section. Somet hing may be added to or 
something may be excluded from themain provision by insertion of an explanation. But the explanation should 
not be construed to widen the ambit of the section. 

Internal Aid- Resdini: Statute as a Whole 

Question 27 

What does the principle of "reading the statute as a whole" imply in the interpretation of statutes? Explain 
with the help of an example. (RTP May '24 MTP 4 Marks Apr'24} 

or 
The 'Statute should be read as a Whole'. Explain the statement. (RTP Nav-18} 

Answer 27 
It is the elementary principle that construction of a statute is to be made of all its parts taken together and not 
of one part only. The deed must be read as a whole in order to ascertain the true meaning of its several clauses, 
and the words of each clause should be so interpreted as to bring t hem into harmony with other provisions - if 
that interpretation does no violence to the meaning of which they are naturally susceptible. And the same 
approach would apply with equal force with regard to Acts and Rules passed by the legislature. 
One of the safest guides to the construction of sweeping general words is to examine other words of like import 
in the same enactment or instrument to see what limitations must be imposed on them. If we find that a number 
of such expressions have to be subjected to limitations and qualifications and that such limitations and 
quali fications are of the same nature, that circumstance forms a strong argument for subjecting the expression 
In dispute to a similar limitation and qualification. 
Example: If one section of an Act requires 'notice' should be given, then a ver bal notice \Vould generally be 
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sufficient . But, if anot her section provides that 'notice' should be 'served' on the person or ' left' with him, or in 
a particular manner or p lace, then it would obviously indicate that a w ritten notice was intended. 

External Aid• Historical Setting 

Question 28 

In what way are the following terms considered as external aid in the interpretation of statutes: 
Historical Setting {MTP 3 Marks Oct'22 & Oct '23, PYP 3 Marks Dec'21 & July '21 MTP 4 Marks Mor'24) 

Answer 28 
Historical Setting: The h istory of the external circumstances w hich led to the enactment in question is of much 
significance in constru ing any enactment. We have, for this purpose, to take help from all those external or 
historical f acts which are necessary in the understanding and comprehension o f the subject matter and the scope 
and object of t he enactment. History in general and Parliament ary History in particular, ancient statutes, 
contemporary or o ther aut hentic works and w ritings all are relevant in interpreting and construing an Act. 

External Aid• Usage 

Question 29 

At the time of interpreting statutes what will be the effect of 'Usage' or 'Practice'? {MTP 3 Marks Oct 20, 
PYP Nov '19 ,3 Marks, SM, RTP Moy 21 & RTP Nov 21 PYP 3 Marks Nov'23) {RTP Jon'ZS) 

Answer 29 
Effect of usage: Usage or practice developed under the statute is indicative of the meaning recognized to its 
words by contemporary opinion. A uniform notor ious practice continued under an old statu te and inaction of 
the Legislature to amend the sam e are important factors to show that the practice so followed was based on 
correct understanding of the law. When the usage or practice receives Judicial or legislative approval It gains 
additional weight. 
In this connection, we have to bear in mind two Latin maxims: 
(i) 'Optima Legum interpresest consuetude' (the custom is the best interpreter of the law); and 
(i i) 'Contemporanea exposit o est optima et fortissinia in lege' (the best way to interpret a document is to 
read it as it would have been read w hen made). 
Therefore, the best interpretation/construction of a statute or any other document is that w hich has been made 

by the contemporary authority. Simply stated, old statutes and documents should be interpreted as they would 
have been at the time when they were enacted/wr itten. 
Contemporary official statements throwing light on t he construction of a statute and statutory instruments made 
under it have been used as contemporanea exposition to interpret not only ancient but even recent statutes in 

India. 

External Aid• Dictionary Definitions 

Question 30 

What is External Aid to interpretation? Explain how the Dictionary definitions are the External Aids to 
Interpretations? {PYP 3 Marks Jon 21) {MTP 3 Marks Sep '23) 

Answer30 
External aids are the factors that help in interpreting/construing an Act and have been given the convenient 
nomenclature of 'External Aids to Interpretation'. Apart from the statu te i tself there are many matters which 
may be taken into account w hen the statute is ambiguous. These matters are called external aids. 
Dictionary Definitions: Dict ionary Definitions is one of the External Aids to in terpretation. First we have to 
refer to the Act in question to find out if any particu lar \'lord or expression is defined in it. Where we find 
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t hat a word is not defined in t he Act itself, we may refer to dictionaries to find out the general sense in which 
that word is commonly understood. However, in selecting one out of the seve ral meanings of a word, we must 
always take into consideration the context in which it is used in the Act. It is the fundamental rul e that the 
meanings of words and expressions used in an Act must take their colour from the context in which they 
appear. Further, judicial decisions layi ng down the meaning of words in construing statutes in 'pari materia' 
wil l have greate r weight than the meaning furnished by di ctionaries. However, for technica l terms reference 
may be made to technical dict ionaries. 

External Aid· Use of Foreign Decisions 

Question 31 

In what way are the following terms considered as external aid in the interpretation of statutes: 
Use of Foreign Decisions (MTP 3 Marks Oct'22 & Oct '23, PYP 3 Marks Dec'21 & July '21) {MTP 4 Marks Mar'24) 

Answer31 
Use of Foreign Decisions: Foreign decisions of countries following the same syste m of jurisprudence as ours and 
given on laws similar to ours can be legitimately used for construing our own Acts. However, prime importance 
is always to be given to the language of the Indian statute. Further, where guidance can be obtained from Indian 
decisions, reference to foreign decisions may become unnecessary. 

Construction of Deeds & Documents 

Question 32 

Vlvit Limited has entered into a contract with Su Limited. You are Invited to read and Interpret the document 
of contract. What rules of interpretation of deeds and documents would you apply while doing so? {MTP 3 
Marks April 22, Old & New SM) 

Answer32 
The rules rega rding inte rpretation of deeds and documents are as fol lows: 
First and the foremost point that has to be borne in mind is that one has to find out what reasonable man, 
who has taken care to inform himself of the surrounding circumstances of a deed or a document, and of its 
scope and intendments, wou ld understand by the words used in that deed or document. It is inexpedient to 
construe the terms of one deed by reference to the terms of another. Further, it is well established that the 
same word cannot have l\,vo different meanings in the same documents, unless the context compels the 
adoption of such a rule. 
The Golden Rule is to ascertain the intention of the parties of the instrument after considering all the words 
in the documents/deed conce rned in their ordinary, natural sense. For thi s purpose, the relevan t portions of 
the document have to be considered as a whole . The circumstances in which tlhe particular words have been 
used have also to be taken into account. Very ofte n, the status and training of the parties using the words 
have also to be taken into account as the same words maybe used by an ordinary person in one sense and by 
a trained person or a specialist in quite another sense and a special sense. It has also to be considered that 
very many words are used in more than one sense. It may happen that the same word understood in one 
sense will give effect to all the clauses in the deed while taken in another sense might render one or more of 
t he clauses ineffect ive. In such a case the word should be understood in t he former and not in the latter sense. 
It may also happen that there Is a conflict bet,veen two or more clauses of the same documents. An effect 
must be made to resolve the conflict by interpreting the clauses so that all the clauses are given effect. If, 
however, it is not possible to give effect of all of them, the n it Is the earlier clause that will override the latter 
one. 
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Multiple Choice Questions (MCQsj 

Introduction to various Terms 
1. Formal legal documents which create or confirm a right or record a fact is a- {MTP 1 Mark April 21, 

MTP l Mark May'20} 
(a) Document 
(b) Deed 
{c) Sta tute 
(d) Instrument 

Ans: (d) 
2 . ................... interpretation concerns itself with "what the law says" and .......... interpretation, seeks to 

ascertain "what the law means". (RTP May '22) 
(a) Grammatical, Logica l 

(b) Legal, usual 
{c) Usual. legal 
(d) Logical, grammatical 

Ans: (a) 
3 . Statutory interpretation is II practice through which the courts break down the words of a legislation and 

give true intent to it. While the legislature makes the laws, the judiciary performs the art of interpretation 
to give meaning to the words of the law maker. It is correctly said that " The purpose of Interpretation of 
Statutes is to help the Judge to ascertain the intention of the legislature - not to control that intention or 
to confine it within the limits, which the Judge may deem reasonable or expedient". For interpretation of 
statutes various tools arc used, you arc required to pick tho option depicting correct sequence of tools in 
order their application. (MTP 1. Mark Sep '23} 
(a) Internal Aids to Construction, External Aicls to Constructions, and Liter.al Construction 
(b) Literal Construction, Internal Aids to Construction, and External Aids to Constructions 
(c) In terna l Aids to Construction, Literal Construction, and External Aids t o Constructions 
(d) External Aids to Constructions, Internal Aids to Construction, and Literal Construction 

Ans: (b) 

Primary Rule-Rule of Literal Construction 
4. According to the rule, the words of the statute are to be given their plain and ordinary meaning. -

{MTP 1 Mark Oct 21 & March '22} 
(a) Literal ru le 
(b) Golden rule 

(c) Natural rule 
(d) M ischief rule 

Ans : (a) 
5. When the law is clear and unambiguous the court shall construe the meaning of a provision based on 

strict ............ {MTP 1 Mark April 22} 
(a) grammatical meaning 
{b) logical meaning 
(c) alternative interpretation 
(d) hypothetical meaning 

Ans: (a) 
6 . As per Rule of literal Construction, Technical words are to understood in: (MTP 1 Mark March '23} 

(a) Normal sense 
{b) Ordinary sense 
(c) Technical sense 

{d) Legal sense 
Ans: (c) 

Primary Rule-Rule of Harmonious Construction 
7. When there Is a conflict between two or more, statues or two or more parts of a statute thon which rule, 

is applicable: (MTP l Mark Oct 21, March '22, Mar'19, Sep'22 & Oct '23, SM} 
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(a) Welfare construction 
(b) Str ict construction 
(c) Harmonious construction 
(d) Mischief Rule 

Ans: (c) 
8. A cl3use that begins with the words 'Notwithstandine anything contained' is called: 

{MTP 1 Mark March '23, RTP Nov'22} 
(a) An obstacle clause 
(b) A non- obstante clause 
(c) An objectionable clause 
(d) A superior clause 

Ans: (b) 
Primary Rule• Rule of Heydons Case/ Mischief Rule 

9. The Rule in Heydon's case is also known as (MTP 1 Mark March 21, March 22, SM} 
(a) Purposive construction 
(b) Misch ief Rule 
(c) Golden Rule 
(d) None of the Above 

Ans: (b) 
10. Doctrine of Mischief Rule was given under: (MTP 1 Mork April '23} 

(a) Foss vs. Harbottle 
(b) Thomson vs. Clan Morris 
(c) Foster vs. DiphwysCasson 
(d) Heydon's Case 

Ans: (d) 

Secondary Rule- Doctrine of Noscltur a Soells 
11. According to ____ rule of interpretation, meaning of words should be known from its 

accompanying or associated words. (MTP 1 Mark April 22} 
(a) Mischief rule 
(b) Primary Rule 
(c) Noscitur a Sociis 
(d) Golden Rule 

Ans: (c} 
12. mc,ans that whc,n two or more words that arc, susceptible, of analogous meaning, arc coupfod together 

they are understood to be used in their cognate sense. (MTP 1 Mark Oct'22, April '23 & Oct '23) 
(a) Noscitur a Sociis 
(b) Contemporanea Expositio 
(c) prima facie 
(d) absoluta sententia expositore non indigent 

Ans: (a) 

Internal Aid• Preamble 
13. An aid that expresses the scope, object and purpose of the Act- {MTP 1 Mark, Apri/'19, Apr'21, RTP 

Nov'20} 
(a) Titl e of the Act 
(bl Heading of the Chapter 
(c) Preamble 
(d) Definitional sections 

Ans: (c) 

14. The preamble is most important in any legislation, it: {MTP 1 Mark April 22, May'20 & Oct '23) 
(a) Provides definitions In the Act. 
(b) Expresses scope, object and purpose of the Act. 
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(c) Provides summary of the entire Act. 
(d) provides side notes o~en found at the side of a section . 

Ans: (b) 

Internal Aid- E><planation 

15. An internal aid that may be added to include something within the section or to exclude something 
from it, is- {MTP l Mark, Aprll'19, Apr'22 & Sep '23, SM) 
(a) Proviso 
(b) Explanation 
(c) Schedule 
(d) lustrat ions 

Ans: (b) 

External Aid- Historical Setting 

16. Regal Textiles, a well-established fabric manufacturing company, has been operating under the Textile 
Regulations Act of 1980 for sever:il dec:ides. Over the years, various provisions of this Act have been 
subject to interpretation by both the company and the industry at large. One such provision pertains 
to the definition of "sustainable practices," which has been a point of contention. "Sustainable 
practices" to include the use of organic materials and recycling waste products. This interpretation 
has been widely accepted and acted upon without any legal challenges. 
Recently, a new regulatory body has argued that "sustainable practices" should be strictly defined 
to include only carbon-neutral processes, exclucOng the use of non-organic recycled materials. This 
new Interpretation h.is cre:ited confusion and potential compliance issues for Recal Te><tiles, which 
has long adhered to the cst•blished understanding of the term. He prcipares to a,cue that the long• 
standine interpretation of "sustainable practices" should be upheld. Wh"t principle will Mr. Kumar 
likely rely on to argue against the new interpretation proposed by the regulatory body? {RTP Sep'24) 
(a) The principle of judicial activism. 
(b) The principle of strict construction. 
(c) The principle of historical usage . 
( d) The principle of prospective overruling. 

Ans: (c) 

External Aid• Usag• 
17. Pick the odd one out of the following aids to interpretation- {MTP 1 Mark March 21, March 22,March 

'23, Oct'22 & Oct '23}{Ncw SM) 
(a) Preamble 
{b) Marginal Notes 
(c) Proviso 
(d) Usage 

Ans: (d) 

E><ternal Aid- Dictionary Definitions 
18. Which among the following is an External Aid to interpretation: {MTP 1 Mark April '23} 

(a) Illust rations 
(b) Dictionary 
(c) Proviso clause 
(d) Title 

Ans: (b) 
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CONCEPTS OF THIS CHAPTER 

•. Sec 2(h)- Currency ___________ j • Sec 2(n)- Foreign Exchange _________ _ 

• Sec 2(v)- Person Resident in India ! • Sec 3- Dealing in Foreign Exchange 

• Current Account Transactions- Schedule I Transactions for which withdrawal 

____ of foreign exchange Is prohibited -----------------------·-·-----·----
• Current Account Transactions- Schedule II Transactions which require Govt 

____ of India_ Approval ·------------------------·---·---·---·---·---·---·--
• Current Account Transactions-Schedule Ill Transactions which require RBI 

Approval 

• Sec 6- capital Account ! • Capital Account Transactions-
Transactlons . Prohibited Transact ions 

' 

QUICK REVIEW OF IMPORTANT CONCEPTS 

LOR Questions 

09 Ql8 
QlS Q27 

Capiuil Account Trans .. ctlons· A transaction which alters- assets or liabilities, including contingent liabilities, 
outside India of persons resident in India or assets or liability in India of perso·ns resident outside India. 

Current Ae<:ount Transaction 

• means a transaction (other than a capital account transaction) and without prejudice to the generality of 
the foregoing such transaction includes, 

• payments due in connection with foreign trade, other current business, services, and short-term banking 
and credit facilities in the ordinary course of business. 

• payments due as interest on loans and as net income from investments. 
• remi ttances for living expenses of parents, spouse and children residing abroad, and 

• expenses in connection with foreign travel, education and medical care of parents, spouse and children; 

Person Resident in India 

(i) a person residing in India for more than 182 days in the PFY but does not inclu,de-
(A) a person who has gone out of India/ who stays outside India, in either case for

(a) employment outside India, or 
(b) business or vocation outside India, or 
( c) for any other purpose, for an uncertain period; 

(B) a person who has come to/ stays in India, in either case, otherwise than for: 
(a) employment in India, or 
(b) business or vocation in India, or 
(c) for any other purpose, for an uncertain period; 

(ii) any person or body corporate registered or incorporated in India, 
(iii) an office, branch or agency in India owned or controlled by a person resident outside India, 
(iv) an office, branch or agency outside India owned or controlled by a person resident in India; 

Determination of Residential Status 

During the relevant previous year did he reside in India for more than 182 days 

Yes No 
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Did he go out or stay outside India during t he Did he come to or stay in India, during the current year? 

_current year? -------------------- ---·---------------------- ----------- -------- ---- --------- ---- ----------
No - Person Resident in lndi:, (PRII) No - Person Resident outside lndi:, (PROI) 

Did he go out or stay outside India during t he Employment, Business, any purpose for uncertain 
current year? period? 

Yes 

Employment, Business, any purpose for 
uncert ain period? 
Yes - PROI NO - PRII 

Current Account Transactions 
Schedule I 

(i) Remittance out of lottery w innings. 

Yes - PRII No - PROI 

(ii) Remittance of income from racing/riding, etc., or any other hobby. 
(iii) Remittance for purchase of lottery tickets, banned/prescribed magazines, football pools, sweepstakes etc. 
(iv) Payment of commission on exports made towards equity investment in Joint Ventures/ Wholly Owned 

Subsid iaries abroad of Indian companies. 
(v) Remittance of dividend by any company to which the requirement of dividend balancing is applicable. 
(vi) Payment of commission on exports under Rupee State Credit Route, except commission up to 10% of 

invoice value of exports of tea and tobacco. 
(vii) Payment related to "Call Back Services" of telephones. 
(viii) Remittance of interest income on funds held in Non-resident Special Rupee Scheme a/c. 

Schedule II 
Transactions which require RBl's prior approval for drawal of foreign exchange: 

Purpose of Remittance Ministry/Department of Govt. of India whose 
approval is required 

Cultural Tours Ministry of Human Resources Development 

---------- --------------------- ------ ----- -------- ---------- - ----· (Department of Education and Culture) ______ __ _ 
Advertisement in foreign print media for the purposes other than Ministry of finance, Department of Economic 
promotion of tourism, foreign investments and international Affairs 
bidding (exceeding US$ 10,000) by a State Government and its 

_ Pub I ic Sector Undertakings - - ------------ ----- - - --------- ---------- ----------- ---- - - - ------------------- 
Remittance of freight of vessel charted by a PSU Minist ry of Surface Transport (Chartering Wing) 

Payment of import through ocean transport by a Govt . De- Ministry of Surface Transport (Chartering Wing) 
partment or a PSU on c.i.f. basis (i.e ., other than f.o.b. and f.a.s. 

_basis) ______ ________ ____ ____ _____________________________ _______________________________________________ _ 

Multi -modal transport operators making remittance to their Regist ration Certificate from the Director 

_ agents abroad- ------------- ---- -----------------------------· Genera I_ of Shipping ___ __ _____________________ _ 
Remittance of hiring charges of transponders by Ministry of In formation and Broadcasting 
(a) TV Channels Ministry of Communication and Information 
(b) Internet service providers Technology. 

Remittance of container detention charges exceeding t he rate Ministry of Surface Transport (Director General 
prescribed by Director General o f Shipping of Sh ipping) 

Remittance of prize money/ sponsorship of sports activity abroad Ministry of Human Resource Development 
by a person other t han International/ National/ State Level sports (Department of Youth Affairs and Sports) 
bodies, i f the amount involved exceeds US $ 100,000 
Remittance for membership of P & I Club Ministry of Finance (Insurance Division) 

Schedule Ill 
Transactions which require RBl's prior approval for drawal of foreign exchange: 

Chapter 15 The Foreign Exchange Management Act, 1999 15.2 



~ 
----------·-·--·-.£.!~\~!i.~~~~.!J.!!~V~~~als __________________ __ Faci lities for persons other than individual _____ _ 

Individuals can avail of foreign exchange facility for the 
following purposes within the limit of USO 250,000 only: 

(i} Private visits abroad (except Nepal & Bhutan) 
(ii) Gifts or donations 
(iii}Employment abroad 
( iv} Emigration 
(v) Maintenance of close relatives abroad 
(vi}Business t ravel, conferences, training, medical 

expenses, or accompanying a patient 
(vii) Medical treatment abroad 
(viii} Studies abroad 
(ix)Other current account transactions 

Any additional remittance in excess shall require prior 
approval of the Reserve Bank of India. 

for t he item numbers (iv}, (vii) and (viii) above, the 
individual may avail of exchange facil ity for an amount 
in excess of the limit prescribed if it is so required by a 
count ry of emigration, medical instit ute offer ing 
treatment or the university, respectively. 

Capital Account Transactions 
PRII 

following remittances by persons other than 
individuals shall require prior approval o f the Reserve 
Bank of India: 
(i} Donations exceeding 1% of foreign exchange 

earnings (last 3 years} or USO SM (whichever is 
less) for: 
• Chairs In reputed educational Institutes 
• Non-investment funds of educational 

institutes 
• Contributions to technical institutions/bodies 

in the donor company's field 
(ii) Agent commission abroad for selling Ind ian 

residential/commercial property exceeding USO 
25K or 5% of inw·ard remittance (whichever is 
more). 

(iii) Remittances exceeding: 
• USO lOM per infrastructure consultancy project 
• USO lM per other consultancy project 

(iv} Reimbursement o f pre-incorporation expenses 
exceeding 5% of investment or USO lOOK 
(whichever is higher). 

PROI 

---------·-·--·-·-As_per Section 6(4) ·-------------------·---·---· Asper Section 6(5) -·-·--·---·-·--·-·· 
MAY MAY 

Hold, Own, Transfer Or Invest In Foreign Currency, Hold, Own, Transfer Or Invest In Indian Currency, 
Foreign Security Or Any Immovable Property Security Or Any Immovable Property Situated In 

Situated Outside India India -·---·---·-·--·---·---·---·---·-·--·-·------·---·----·---·---·---·---·---·---·---·-·--·-·-----·-·--·-·· 
IF IF 

The Same Was Acquired, Held Or Owned By Such 
Person When He Was PROI Or Inherited From A 

PROI 

The Same Was Acquired, Held Or Owned By Such 
Person When He Was PRII Or Inherited From A 

PRU 

Schedule 
I. Permissible Transactions --·---·---·---·---·-·--·---·---·---·-·---·---·---·---·----- -·-- ----·-- -·-- -·-·--·-- -·-·-- ---- - -·-·-- - - ---
SCHEDULE I SCHEDULE II 
The list of permissible classes of transactions made by 
persons resident in India is: 
(a) Investment by a person resident in India in foreign 

securities. 
(b) Foreign currency loans raised in India and abroad by 

a person resident in India. 
(c) Transfer of immovable property outside India by a 

person resident in India. 
(d) Guarantees issued by a person resident in India in 

favour of a person resident outside India. 
(e) Export, import and holding of currency/currency 

notes. 
(f} l oans and overdrafts (borrowings) by a person 

resident in India from a person resident outside 
India. 

The list of permissible classes of transactions made by 
persons resident outside India is: 
(a) Investment in India by a person resident outside 

India, that is to say, 
(i) issue of security by a body corporate or an entity 

in India and investment therein by a person 
resident outside India; and 

(ii) investment by way of contribution by a person 
resident outside India to the capital of a firm or 
a proprietorship concern or an association of a 
person in India. 

(b) Acquisition and transfer of immovable property in 
India by a person resident outside India. 

(c) Guarantee by a person resident outside India in 
favour of, or on behalf of, a person resident in India. 
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(g) Maintenance of foreign currency accounts in India (d) Import and export of currency/currency notes into/ 
and outside India by a person resident in India. from India by a person resident outside India. 

(h) Taking out of insurance policy by a person resident (e) Deposits between a person resident in India and a 
in India from an insurance company outside India. person resident outside India. 

(i) Loans and overdrafts by a person resident in India to (f) Foreign currency accounts in India of a person 
a person resident outside India. resident outside India. 

(j) Remittance outside India of capital assets of a (g) Remittance outside India of capital assets in India of 
person resident in India. a person resident outside India. 

_ ( k) Undertake _derivative contracts -·-·-----------·---·--(h) Undertake derivative contracts __________________ _ 
Prohibited Transactions --·---·---·-·--·---·---·---·---·-·--·-·---·---·---·---·--·----·---·-·--·---·--·-·-·--·---·-·-----·---·----·----
(a) No person shall under take or sell or draw foreign (i) ,a resident individual may, draw from an 

exchange to or from an authorised person for any authorized person foreign exchange not exceeding 
capital account transaction- USD 250,000 per financial year or such amount as 

decided by Reserve Bank from time to time for a 
capital account transaction specified in Schedule I. 

{ii) Where the drawal of foreign exchange by a 
resident individiual for any capital account 
transaction speci fied in Schedule I exceeds USD 
250,000 per financial year, or as decided by 
Reserve Bank from time to time as the case may 
be, the limit specified in t he regulations relevant 
to the transaction shall apply with respect to such 
drawal. --·---·---·-·--·---·---·---·---·-·--·-·------------·---·---·---·-·--·---·-·--·------·-·---·-----·-·------·-

b) The person resident outside India is prohibited from (i) In the business of chit fund 
making investments in India in any form, in any {ii) (As Nidhi company; 
company, or partnership firm or propr ietary {iii) In agricultural or plantation activities; 
concern or any entity whether incorporated or not (iv)ln real estate business, or construction of farm 
which is engaged or proposes to engage: houses or 

----------·-·--·-·--·---·-·--·---·-·--·-·---·---·---·---·--{v) In trading in Transferable Development Rights ______ _ 
(c) No person resident in India shall undertake any w ith any person who is, a citizen of or a resident of 

capital account transaction which is not permissible Democratic People's Republic of Korea, or an entity 
in terms of Drder S.O. 1549{E) dated April 21, 2017, incorporated or otherwise, in Democratic People's 
as amended from time to time, of t he Government Republic of Korea, until further orders, unless there is 
of India, Ministry External Affair specific approval from the Central Government to carry 

----------·-·--·-·--·---·---·---·-·--·-·---·---·---·---- on any t ransaction __________________________________ _ 
(d) The existing investment transactions, w ith any shall be closed/ liquidated/disposed/settled w ithin a 

person who is, a citizen of or resident of Democratic period of 180 days from the date of issue of this 
People's Republ ic of Korea, or an entity Notification, unless there is specific approval from t he 
incorporated or otherwise in Democratic People's Central Government to continue beyond that period." 
Republic of Korea, or any existing representative 
office or other assets possessed in Democratic 
People's Republic of Korea, by a person resident In 
India, which is not permissible in terms of Order S.0. 
1549(E) dated April 21, 2017, as amended from time 
to time, of the Government of India, Ministry of 
External Affairs. 

Question & Answers 

Sec 2(c)• Authorized Person 

Question 1 

Explain the meaning of the followings terms as defined under the Foreign Exchange Management Act, 1999: 
{i) authorized person {MTP 2 Marks Dec'24) 
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Answer l 
Accord ing to section 2(c) of the Foreign Exchange Management Act, 1999, Authorised person means an 
authorised dealer, money changer, off- shore banking unit or any other person for t he time being authorised 
under section 10(1) to deal in foreign exchange or foreign securities. 

Sec 2(h)• Currency 

Question 2 
Explain the meaning of term 'currency' as per the provisions of the Foreign Exchange Management Act, 1999. 
{MTP 2 Marks July'24, Dee'24} 
Answer 2 
Currency 
According to section 2(h) of the Foreign Exchange Management Act, 1999, 'Currency' includes all currency notes, 
postal notes, postal orders, money orders, cheques, drafts, travelers' cheques, letters of credit, billsof 
exchange and promissory notes, credit cards or such other similar instruments, as may be notified by the 
Reserve Bank. 

Sec 20)· Current Account Transaction 

Question 3 

Explain the meaning of term 'Current Account transactions' as defined under the Foreign Exchange 
Management Act, 1999. {MTP 4 Marks Nov'24) 
Answer3 
According to section 2(j) of the Foreign Exchange Management Act, 1999, 'Current Account transaction' means 
a transaction other than a capital account transaction and without prejudice to the generality of the foregoing 
such transaction includes, 
(i) payments due in connection with foreign trade, other cu rrent business, services, and short-term banking 

and credit facilities in the ordinary course of business. 
(ii) payments due as interest on loans and as net income from investments. 
(iii) remittances for living expenses of parents, spouse and children residing abroad, and 
(iv) expenses in connection w ith foreign travel, education and medical care of parents, spouse and children. 

Sec 2(n)• Foreign Exchange 

Question 4 

Explain the meaning of term 'Foreign Exchange' as per the provisions of the Foreign Exchange Management 
Act, 1999. {MTP 4 Marks Aug'24} 
Answer 4 
Accord ing to section 2(n) of the Foreign Exchange Management Act, 1999, ' foreign exchange' means foreign 
currency and includes: 
(i) deposits, cred its and balances payable in any foreign currency, 
(ii) drafts, travelers' cheques, letters of credit or bil ls o f exchange, expressed or drawn in Indian currency but 

payable in any foreign currency, 
(iii) drafts, travelers' cheques, letters of credit or bil ls o f exchange drawn by banks, institutions or persons 

outside India, but payable in Indian currency. 

Sec 2(v)• Person Residc,nt in India 

Question 5 

Ms. Milap had resided in India for 182 days in the financial year 2019-20. She went to UK on 1st April, 2020 
and rc,turnc,d to India on 1st July, 2021 on an employment contract In India for n yc,ar. She completc,d her 
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contract and immediately left India. Under Section 2(v) of FEMA 1999, determine the residential status of 
Milap for the financial years: 
(i) 2020-21 
(ii) 2021-22 {MTP 6 Marks, Sep '22) 

Answer 5 
As per Section 2(v) of the Foreign Exchange Management Act, 1999, "Person Resident in India" means: 
a person residing in India for more than 182 days during the course of the preceding financial year but does not 
include-
(A} a person who has gone out of India or who stays outside India, in either case

(a) for or on taking up employment outside India, or 
(b) for carrying on outside India a business or vocation outside India, or 
(c) for any other pu rpose, in such circumstances as would ind icate his lnt,ention to stay outside India for 

an uncertain period; 
(B) a person who has come to or stays in India, in either case, otherwise than: 

(a) for or on taking up employment in India, or 
(b) for carrying on in India a business or vocation in India, or 
(c} for any other purpose, in such circumstances as would ind icate his intention to stay in India for an 

uncertain period; 
In line with the above defi nition, Residential status of Milap for the financia l years will be as follows : 
(i) For FY 2020-2021: As In the preceding year 2019-2020, Milap resided for 182 days which is not In 

compliance with the requirement of number of days of her stay (for more than 182 days). Here, 
residential status of Milap is a Person resident outside India. 

For FY 2021-2022: In the preceding year 2020-2021, Milap has not resided in Ind ia as she went to UK on 
1st April 2020 and returned on 1st July 2021. In this case also, the residential status of Milap is a person 
resident outside India. 

Question 6 
Mr. l was employed as a fashion designer in Elegant Textile ltd., a public limited company in Guru gram, India 

during the financial year 2023 -24. He had efficiently provided his services for 183 days during the above said 
period. On 01.04.2024, Mr. H. the Human Resource Manager of Jeff Fashion ltd., Paris (a foreign country) 
offered him a better employment opportunity in such company. 
On 02.04.2024, Mr. l. left India for taking up employment as a production controller at Jeff Fashion ltd. In 
Paris. On 30.04.2024 he flew back to India for a 10 day family function in Mana Ii, India. 
In light of the provisions of the Foreign Exchange Management Act, 1999, elucidate: The residential status of 
Mr. l-
(i) On his return for attending the family function on 30.04.2024. 
(ii) In case, instead of vacation, he joins an employment in an Indian company after arriving on 30.04.2024. 

{PYP 4 Marks May'24) 

Answer6 
According to section 2(v} of the Foreign Exchange Management Act, 1999, "Person resident in India" means a 
person residing in India for more than 182 days during the course of the preceding financial year but does not 
include a person who has gone out of India or who stays outside India, for or on taking up employment besides 
with the other specified purposes, ou tside India. 
(i) In the given question, Mr. l will be treated as a person resident outside from, 2.4.2024 till the time he works 

in Jeff Fashion ltd. In Paris, as he has gone out of India for or on taking up employment outside India. 
His return to India for 10 days to attend a family function, will not alter his resident ial status. 

(ii) Mr. L will be treated as a person resident in India from the day he joins employment in India (after arrivi ng 
on 30.4.2024). 

Question 7 
Suresh resided in India during the Financial Year 2013-14. He left India on 15th July, 2014 for Switzerland for 
pursuing higher studies in Biotechnology for 2 yoars. What would be his residential status under tho Foreign 
EKchanee Management Act, 1999 during the Financial Years 2014-15 and 2015-16? 
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Mr. Suresh requires every year USO 25,000 towards tuition fees and USO 30,000 for incidental and stay 
expenses for studying abroad. Is It possible for Mr. Suresh to get the required Foreign Exchange and, if so, 
under what conditions? {SM) 
Answer 7 
Residential Status: According to section 2(v) of the Foreign Exchange Management Act, 1999, 'Person resident 
in India' means a person residing in India for more than 182 days during the course of preceding financial year 
(Section 2(v)(i) J. However, i t does not include a person who has gone out of India or who stays outside India 
for employment outside India or for any other purpose in such circumstances as. would indicate his int ention to 
stay outside India for an uncertain period. 
Generally, a student goes out of India for a certain period. In this case, Mr. Suresh who resided in India during 
the financial year 2013-14 left on 15.7.2014 for Switzerland for pursuing higher studies in Biotechnology for 2 
years, he will be resident as he has gone to stay outside India for a 'certain period' RBI has however clarified 

in its AP circular no. 45 dated 3th December 2003, that students will be considered as non-residents. This is 
because usually students start working there to take care of their stay and cost of studies. 
Mr. Suresh will not be resident during the Financial Year 2015-2016 as he did not stay in India during the relevant 
previous financial year i.e. 2014-15. 
However, during t he FY 2015-16 Mr. Suresh will not be considered as resident as he left India on 15th July, 2014. 
He is determined to be person Resident outside from 16'" July 2014 for t he FY 2015-16. 
Foreign Exchange for studies abroad: According to Para I of Schedule Ill to Foreign Exchange Management 
{Current Account Transactions), Amendment Rule, 2015 dated 26th May, 2015, individuals can avail of foreign 
exchange facility for the studies abroad within the limit of USD 2,50,000 only. Any additional remittance in 
excess of the said limit shall require prior approval of the RBI. Further proviso to Para I of Schedule Ill states 
that individual may be al lowed remittances {without seeking pr ior approval of the RBI) exceeding USD 2,50,000 
based on the estimate received from the institution abroad. In this c.ise. the foreign exchange required is only 
USD 55,000 per academic year and hence approval of RBI is not required. 

Question 8 

Ravi, an Indian citizen, works as a software engineer for an international company. During the previous 
financial year {2023-2024), Wlwit Su resided in India for 200 days. However, in April of the current financial 
year, he accepted a job offer in Canada and left India with a long-term work visa, planning to settle i n Canada 
indefinitely. 
Analyse the residential status of Wiwit Su for the financial year 2024-2025, as per the provisions of the 
Foreign Exchange Management Act, 1999. (RTP Jan'25} 

Answers 
As per section 2(v) of the Foreign Exchange Management Act, 1999, the term 'person resident in India' means 
the following entities: 
A person who resides in India for more than 182 days during the preceding financial year. 
The following persons are not persons resident, in India even though they may have resided in India for more 
than 182 days. 
A. A person who has gone out of India or stays outside India for anyof the tlhree purposes given below, 
B. A person who has come to or stays in India otherwise than for anyof the three purposes given below; 

Three Purposes 
(1) For or on taking up Employment 
{2) For carrying on a business or Vacat ion 
{3) For any other purpose in such circumstances as would indicatestay for an uncertain period. 

Ravi's Residential Status: Wiwit Su resided in India for more than 182 daysi n the preceding financial year, 
which would typically qualify him as a "person resident in India." However, h is decision to leave India for 
long- term employment In Canada changes his status. According to the provision, a person who has left 
India for the purpose of employment abroad Is not considered a "person resident In India" even If they 
meet the 182-day requirement. Thus, Wiwit Su does not quali fy as a resident for the current financial 
year. 
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Question 9 '.':; LDR 

Mr. Ashok, a citizen of India, has been working in a company in Chicago, USA, since last 8 years and had 
been settled there with his family. However, the said company opened its branch in India last year and Mr. 
Ashok has been deputed there for a duration of 26 months from 25th AprU, 2020.He remitted an amount of 
$ 2,80,000 on 20th December, 2021 to his family in USA. The details of salary earned by him from 25th April, 
2020 to 30th November, 2021 are as follows:• 
Particulars $* 
Gross Salary 3, 50,000 
Contribution to Provident Fund 40,000 
TOS as per Income Tax Act, 1961 40,000 
* Amount is converted to USO from INR. 
You beinc an expert In Foreicn Exchance Matters, kindly advise on the below issues:• (Partially deleted as 
out of syllabus) 
(i) How much excess amount, if any, has been remitted by Mr. Ashok to his family in USA? {MTP 3 Marks, 

March'22} 

Answer9 
, . According to section 2(v) of the Foreign Exchange Management Act, 1999, 'Person resident in India' means 

a person residing in India for more than 182 days during the course of preceding financial year 
but does not include a person who has come to or stays in Ind la, for or on taking up employment in India.As 
per Schedule Ill to the Foreign Exchange Management (Current Account Transactions) Rules, 2000, 
For a person who is resident but not permanently resident in India and-
(a) is a citi zen of a foreign State other tha n Pakistan; or 
(b) is a citizen of India, who is on deputation to the office or branch of a foreign company or subsidiary or 

joint venture in India of such foreign company,may make remittance up to his net salary (after ded uction 
of taxes, contribution to provident fund and other deductions). 

Explanation: For the purpose of this item, a person residen t in India on account of hi s employment or 
deputation of a specified dura tion (irrespective of length thereof) or for a specific job or ·assignments, the 
duration of which does not exceed three years, is a resident but not permanently resident. Fact of the case & 
Conclusion: Mr. Ashok is a citizen of India working in a company in USA and has been deputed to its branch in 
India for a duration of 26 months i. e. for not more than 3 years and Mr. Ashok's stay in F.Y. 2020-21 was more 
than 182 days in India, so, he would be considered as a resident but not permanently resident in India. 
Accordingly, he was allowed to remit an amount up to his net salary i.e.$ 2,70,000 ($ 3,S0,000- $ 40,000 - $ 
40,000) whi le he has remitted an amount of$ 2,80,000 to his family in USA. Thus, the excess amount remitted 
by him is S 10,000 ($ 2,80,000 • $ 2,70,000). 

See 3· Dealing In Foreign Exchanec 

Question 10 
A foreign tourist comes to India and he purchases a antiques from a shop. He would like to pay US$ 30 In 
cash to the shopkeeper. Comment in the light of the FEMA, whether shopkeeper Is permitted to accept 
foreign currency? {RTP May '21) 

Answer 10 
As per section 3 of the FEMA, save as otherwise provided in this Act, rules or re.gulations made thereunder, or 
with the general or special permission of the Reserve Bank, no person shall receive otherwise than through an 
authorised person, any payment by orde r or on behalf of any person resident outside India in any manner. 
Where any pe rson in, or resident in, India receives any payment by order or on behalf of any person resident 
outside India th rough any other person (including an authorised person) without a corresponding Inward 
remittance from any place ou tside India, then, such person shall be deemed to have received such payment 
othe rwise than through an authorized person; 
Here in the given case, the foreign tourist \<Vanted to pay foreign currency in cash on purchase of antiques to 
shopkeeper which as per section 3, is not permissible to any person to receive any payment by order or on 
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behalf of any person resident outside India in any manner except received through an authorised person. 
Therefore, the Shopkeeper cannot accept cash as it will be a receipt otherwise than through Authorised Person 
except where the shopkeeper have taken a money changers license to accept foreign currency. 

Current Account Transactions- Schedule I-Transactions for which drawal of foreign exchange is prohibited 

Question 11 
Referring to the provisions of the Foreign Exchange Management Act, 1999, state the kind of approval 
requirc,d for the following transactions: 
(i) A rcqulrc,s U.S. $ S,000 for remittance, towards hiring charges of transpondc,rs. 
(ii) B requires U.S. $ 2,000 for payment related to call back services of telephones. (MTP 4 Marks Nov'24, 

SM} 

Answer 11 
Under provisions of section 5 of the Foreign Exchange Management Act, 1999 certain Rules have been made for 
drawal of Foreign Excha nge for Current Account transactions. As per these Rules, Foreign Exchange for some of 
the Current Account transactions is prohibited. As regards some other Current Account transactions, Foreign 
Exchange can be drawn with prior permission of the Central Government while in case of some Current Account 
transactions, prior permission of Reserve Bank of India is required. 
Accordingly, 
(i) It is a current account transaction, where A is required to take approval of the Central Government for drawal 

of foreign exchange for remittance of hire charges of transponders. 
(ii) Withdrawal of foreign exchange for payment related to ca II back services of telephone is a prohibited 

transaction. Hence, Mr. B cannot obtain US $ 2,000 for t he said pu rpose. 
In all the cases, where remittance of Foreign Exchange is a ll owed, either by general or specific permission, the 
remitter has to obtain the Foreign Exchange from an Authorised Person. 

Question 12 
Rc,fc,rring to tho provisions of the ForC?ign Exchange Management Act, 1999, state the kind of approval 
required for Payment of commission of U.S. $ 20,000 on exports mode towards equity Investment in Joint 
Ventures/Wholly Owned Subsidiaries abroad of Indian companies. {MTP 4 Marks Dec'24} 

Answer 12 

Under provisions of section 5 of the Foreign Exchange Management Act, 1999 certain Rules have been made for 
drawal of Foreign Exchange for Current Account transactions. As per these Rules, Foreign Exchange for some of 
the Curren t Account transactions is prohibited. As regards some other Current Account transactions, Foreign 
Exchange can be drawn with prior permission of the Central Government v~hile in case of some Current 
Account transactions, prior permission of Reserve Bank of India is required. 
Accordingly, Payment of commission on exports made towards equity investment in Joint Ventu res/ Wholly 
Owned Subsidiaries abroad of Indian companies, is a transactions for which drawal of foreign exchange is 
prohibited. 
In all the cases, where remittance of Foreign Exchange is allowed, either by general or specific permission, the 
remitter has to obta in the Foreign Exchange from an Authorised Person. 

Question 13 

(i) Mr. P has won a big lottery and wants to remit US Dollar 20,000 out of his winnings to his son who is in 
USA. Advise whether such remittance is possible under the Foreign Exchange Management Act, 1999. 

(ii) Mr. Z is unwell and would like to have a kidney transplant done in USA. He would like to know the 
formalities required and the amount that can be drawn as foreign exchange for the medical treatment 
abro.id.{SM} 

Answer 13 
Remittance of Foreign Exchange (Section 5 of the Foreign Exchange Management Act, 1999): According to 
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section 5 of the FEMA, 1999, any person may sell or draw foreign exchange to or from an authorized person if 
such a sale or drawal is a current account transaction. Provided that Centtral Government may, in public 
interest and in consultation w ith the reserve bank, impose such reasonable restrictions for current account 
transactions as may be prescribed. 
As per the rules, drawal of foreign exchange for current account transactions are categorized under 
three headings-
1. Transactions for which drawal of foreign exchange is prohibited, 
2. Transactions which need prior approval of appropriate government of India for drawal of 

foreign exchange, and 
3. Transactions which require RBl's prior approval for drawl of foreign exchange 

(i) Mr. P wanted to remit US Dollar 20,000 out of his lottery winnings to his son resid ing in USA. Such 
remittance is prohibited and the same is included in the Foreign Exchange Management {Current 
Account Transactions) Rules, 2000. 
Hence Mr. P cannot withdraw foreign exchange for this purpose. 

{ii) "Remittance of foreign exchange for medical treatment abroad" requires prior permission or approval of 
RBI where t he individual requires withdrawal of foreign exchange exceeding USO 250,000. The Schedule 
also prescribes t hat for the purpose of expenses in connection with medical treatment, the individual 
may avail o f exchange facili ty for an amount in excess of the limit prescribed under t he Liberalized 

Remittance Scheme, if so required by a medical institute offering treatment. 
Therefore, Mr. Z can draw foreign exchange up to the USO 250,000 and no prior permission/ approval of RBI will 
be required. For amount exceeding the above limit, authorised dealers may release foreign exchange based 
on the estimate from the doctor In India or hospital or doctor abroad. 

Question 14 

Analyse the below mentioned situation in the light of the provisions of the Foreign Exchange Management 
Act, 1999. 
(i) Mr. Vinod has won a big lottery and wants to remit US Dollar 20,000 out of his winnings to his son who 

is in Singapore. 
(ii) Mr. Shyam requires US Dollar 5,000 for remittance towards hiring charges of transponders. {MTP 4 

Marks July'24) 

Answer 14 
According to section 5 of t he Foreign Exchange Management Act, 1999, any person may sell or draw foreign 
exchange to or from an authorized person if such a sale or drav1al is a current account t ransaction. Provided t hat 

Central Government may, in public interest and in consultation with the reserve bank, impose such reasonable 
restrictions for current account transactions as may be prescribed. 
As per the rules, drawal of foreign exchange for current account transactions are categori zed under three 
headings-
1. Transactions for which drawal of foreign exchange Is prohibi ted, 
2. Transactions which need prior approval of appropriate government of India for drawal of foreign exchange, 

and 
3. Transactions which require RBl's prior approval for drawl of foreign exchange. 

{i) Mr. Vi nod wanted to remit US Dollar 20,000 out of his lottery winn ings to his son residing in Singapore. 
Such remittance is prohibited and the same is included in the Foreign Exchange Management (Current 
Account Transactions) Rules, 2000.Hence Mr. Vined cannot withdraw foreign exchange for this purpose. 

(ii) In the given situation, it is a current account transaction, where M r. Shyarn is required to take approval of 
the Central Government for drawal of foreign exchange for remittance of lhire charges of transponders. 

Question 15 

Mr. A, an Indian National desires to obtain Foreign Exchange for the followlnf purposes: 
(i) Remittance of US Dollar 50,000 out of winnincs on a lottery ticket. 
(ii) US Dollar 100,000 for sending a cultural troupe on a tour of U.S.A. 

Advise him whether he can get Foreign Exchange and if so, under what conditions? {MTP 4 Marks 
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Aug'24} {RTP May '24, SM} 

Answer 15 
Under provisions of section S of the Foreign Exchange Management Act, 1999 certain Rules have been made for 
drawl of Foreign Exchange for Current Account transactions. As per these Rules, Foreign Exchange for some of 
the Current Account transactions is prohibited. As regards some other Current Account transactions, 
Foreign Exchange can be drawn w ith prior permission of the Central Government while in case of some Current 
Account transactions, prior permission of Reserve Bank of India is requ ired. 

(i) such remittance Is prohibited and the same Is included In First Schedule to the Foreign Exchange 
Management (Current Account Transactions) Rules, 2000. Hence, Mr. A cannot w ithdraw Foreign Exchange 
for t his purpose. 

(i i) Foreign Exchange for meeting expenses of cultural tour can be withdrawn by any person after obtaining 
permission from Government of India, Ministry of Human Resources Development, (Department of Education 
and Culture) as prescribed in Second Schedule to the Foreign Exchange M anagement (Current Account 
Transactions) Rules, 2000. Hence, in respect of item Mr. A can w ithdraw the Foreign Exchange after obtaining 
such permission. 

In all the cases, where remittance of Foreign Exchange is allowed, either by general or specific permission, the 

remitter has to obtain the Foreign Exchange from an Authorised Person. 

Current Account Trans,ictfons• Sch•dule 11· Transactions which require Govt of India Approval 

Question 16 

Mr. Pravesh, an Indian following purposes: 
U.S. $ 10,000 for remittance towards hiring charges of transponders. 
Advise him whether he can get Foreign Exchange, as per the provisions of the Foreign Exchange Management 
Act, 1999. {MTP 4 Marks Mar'24, SM} 

Answer 16 
Under section S of the Foreign Exchange Management Act, 1999, and Rules relating thereto, some current 
account transactions require prior approval of the Central Government, some others require the prior approval 
of t he Reserve Bank of India, some are freely permitted transactions and some others are prohibited 
transactions. 
This is a current account transaction, where Pravesh is required to take approval of t he Central Government for 
drawal of foreign exchange for remittance of hire charges of transponders. 

In all the cases, where remittance of Foreign Exchange is allowed, either by general or specific permission, the 
remitter has to obtain the Foreign Exchange from an Authorised Person as defined in Section 2(c). 

Question 17 

Ms. Prabha, a classical dancer of Bharatnatyam, wants to eo to the USA for a performance. In this connection 
she requires foreign exchanee drawal of US$ 50,000. Explain M s. Prabha, the provision of tha Foreign Exchange 
Management Act, 1999, in respect of permission required for such drawal of foreign exchange. {MTP 4 Marks 
Mar'24} 

Answer 17 
Accord ing to the provisions of the Foreign Exchange Management Act, 1999 read wi th respective Rules and 
Schedule, foreign exchange drawals for cultural tours require prior permission/approval of the Ministry of 
Human Resources Development (Department of Education and Culture) Irrespective of the amount of foreign 
exchange required. Therefore, in the given case, Ms. Prabha is required to seek permission of the said Ministry 
of the Government of India. 
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Question 18 '.':; LDR 

(Includes concepts of Schedule Ill} 
The Adjudicating authority under FEMAAct, 1999 based on the complaints received in writing from the officer 
authorized by the Central Government, had issued show cause notice to -following persons accused of 
committing contravention under the Act, to show cause as to why an inquiry should not be held against them 
as follows: • 

Notice issued ID Alleged contravention prescribed Reply by the accused person to the show• 
whom in the show-cause notice issued cause notice 
Global Shipping ltd. Made remittance for membershi1 The amount for the same was remitted 

of P & I club without t:iking th, through the, RFC Account :ind EEFC Account, 
requisite approval respectively, for which no approval wa 

required. 
Siphonic ltd. Made remittance of$ 1,10,000 tc Such remittance does not exceed the limi 

BMT Inc., a US company, withou as specified, so, no approval was required. 
taking rcquisite approval, a 

reimbursement of pre• 
incorporation e><pensc,s incurred 
for setting up the company b, 
bringing investment of 'i: 18 crorc 
into India. (1 USO= 'i: 75} 

In the context of aforesaid case-scenario, examine in the lights of the provisions of the FEMA Act, 1999 
and Its rules & regulations, the validity of the contentions made by the aforesaid persons? 
(MTP 6 Marks Oct 21) 

Answer 18 
i. Validity of Contention made by Global Shipping Ltd. 

As per Rule 4 read with the Schedule II of the Foreign Exchange Managemen t (Cu rrent Account Transactions} 
Rules, 2000, for making remittance for membership of P & I Club, prior approval of Ministry of Finance 
(Insurance Division) is requl red to be taken. 
No approval is required where any remittance has to be made for the transactions listed in Schedule II from 
an RFC account and EEFC account, respectively. However, if payment has to be made for remittance for 
membership of P & I, approval is required even if payment is from EEFC account. 
Here, Global Shipping Ltd . \'las required to take approval of the Minist ry of Finance (Insurance Division) for 
making the remittance through EEFC account and in case of RFC account only, no approval was required. 
Thus, its contention is partially invalid . 

ii.Validity of Contention made by Siphonic ltd. 
As per Rule S read with the Schedule Ill of the Foreign Exchange Managemen t (Current Account Transactions) 
Rules, 2000, for remittances exceeding five per cent of investment brought into India or USO 100,000 whichever 
is higher, by an ent ity in India by way of reimbursement of pre-incorporation expenses, prior approval of the 
Reserve Bank of India shall be required. 
Here, Si phonic Ltd. made remittance of $ 1,10,000 equivalent to ii; 82.5 lakhs {1 USD = ii; 75) to BMT Inc., a US 
company, as reimbursement of pre-incorporation expenses fo r bringing investment of ii; 18 crore into India. 
So, t he amount remitted comes to approximately 4.58% (~ 82.5 lakhs / ii; 1800 lakhs) of t he investment made 
into India which is lesser than the prescribed limit of 5%. However, as it exceeds$ 1,00,000 and so approval 
was required irrespective of whether the amount remitted exceeds 5% of the investment or not. 
Thus, the contention of Slphonlc Ltd. is Invalid. 

Question 19 

Mr. Rohan Sharma, an lnt.,rnational cricket player has started its cricket academy, namely, Rohan Sharma 
Cricket Academy, a private coaching club, which provides coaching for cricket. The Academy has a cricket 
team which participates in cricket matches all over India as well as outside India. 
Rohan Sharma Cricket Academy in a collaboration with Melbourne Cricket Academy is organizing a cricket 
event in Melbourne, Australia in the month of May 2024 and June 2024. Rohan Sharma Academy is required 
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to remit USO 200,000 to Melbourne Cricket academy as a part of its share for organizing the cricket event 
in Melbourne. Advise whether it can get Foreign Exchange and if so, under what conditions? (MTP4 Marks 
Apr'24} 

Answer 19 
Section S of the Foreign Exchange Management Act, 1999 provides that any person may sell or draw foreign 
exchange to or from an authorized person if such sale or drawal is a current account transaction. 
The Central Government in consultation can, in public interest and in consultation with Reserve Bank of India, 
impose reasonable restrictions for such transactions. 
Schedule II of the Foreign Exchange Management (Current Account Transactions) Rules, 2000 provides that 
no person shall draw foreign exchange for a transaction without approval of the Central Government. One of 
the transaction included in Schedule II is remittance of prize money/ sponsorship of sports activity abroad by 
a person other than International/ National/ State level sports bodies, i f the amount involved exceeds USO 
100,000. 
Accordingly, Rohan Sharma Cricket Academy can withdraw foreign exchange o f USD 100,000 as participation 
fee after obtaining permission from Ministry of Human Resource Development (Department of Youth Affairs 
and Sports) as prescribed in Schedule II of Foreign Exchange Management (Current Account Transactions) 
Rules, 2000. 

Question 20 

University of Oxford is one of the leading institutes of UK. In the month of May 2024, they are planning a 
cultural c,vont In UK. The Unlv.,rsity h.as invited Ms. Kanika Tripathl and her group, an Indian artist to 
perform in tho event. 
Ms. Kanika Tripathl noeds to withdrawal foreign exchango of USO 75,000 for tho purpose of visit to 
UK for performing at cultural event of University of Oxford in UK. Advise whether she can withdraw Foreign 
Exchange and if so, under what conditions? {MTP 4 Marks Apr'24} 

Answer 20 
Section 5 of the Foreign Exchange Management Act, 1999 provides that any person may sell or draw foreign 
exchange to or from an authorized person if such sale or drawal is a current account transaction. The Central 
Government In consultation can, In public interest and In consultation w ith Reserve Bank of India, impose 
reasonable restrictions for such transactions. 
Schedule II of the Foreign Exchange Management (Current Account Transactions) Rules, 2000 provides that 
no person shall draw foreign exchange for a transaction w ithout approval of the Central Government. One of 
the transaction included in Schedule II is 'cultural tours', 
Accordingly, Ms. Kanika Tr ipathi can withdraw foreign exchange of USD 75,000 for meeting expenses of 
cu ltural tour after obtaining permission from Ministry of Human Resource Development (Department of 
Education and Culture) as prescribed in Schedule II o f Foreign Exchange M anagement (Current Account 
Transactions) Rules, 2000. 

Currant Account Transactlons•Schedule Ill• Transactions which require RBI Approval 

Question 21 

State which kind of approv.al Is requirc,d for the following transactions undor the, Foreign Exchange 
Managemont Act, 1999: 
R wants to get his heart surgery done at United Kingdom. Up to what limit Foreign Exchange can be drawn by 
him and what are the approvals required? {SM} 

Answer 21 
Approval to the following transactions under FEMA, 1999: 
Individuals can avail of foreign exchange facility within the limit of USD 2,50,000 only. Any additional remittance 
in excess of the said limit for the expenses requires an approval from RBI. However, in connection with medical 
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treatment abroad, no approval of the Reserve Bank of India is required. Therefore, R can draw foreign exchange 
up to amount estimated by a medical institu te offering treatment. 

Question 22 

Mr. Pravesh, an Indian National desire to obtain Foreign Exchange for the following purposes: 
US$ 140,000 for studies abroad on the basis of estimates given by the foreign university. (MTP 2 Marks 
March'24) 

Answer 22 
Remittance of Foreign Exchange for studies abroad: According to the provisions of the Foreign Exchange 
Management Act, 1999, foreign exchange may be released for studies abroad up to a limit of US$ 250,000 for 
the studies abroad without any permission from the Reserve Bank of India (RBI). Above this limit, RBl's prior 
approval is required. Further, proviso to Para I of Schedule Ill states that individual may be allowed remittances 
exceeding USO 250,000 based on the estimate received from the institution abroad. In this case since US $ 
140,000 Is the drawal of foreign exchange, so permission of the RBI is not required by Mr. Pravesh. 

Question 23 

Mr. Rohan, an Indian Resident individual desires to obtain Foreign Exchange for the following purposes: 
(A) US$ 120,000 for studies abroad on the basis of estimates given by the foreign university. 
(8) Gift Remittance amounting US$ 10,000. 

Advise him whether he can get Foreign Exchange and if so, under what condition(s)? {SM} 

Answer23 
(A) Remittance of Foreign Exchange for studies abroad: Foreign exchange may· be released for studies abroad 

up to a limit o f US$ 250,000 for the studies abroad without any permission from the RBI. Above this limit, 
RBl's prior approval is required. Further proviso to Para I of Schedule Ill states that Individual may be allowed 
remittances exceeding USO 250,000 based on the estimate received from the institution abroad. In this 

case since US$ 120,000 is the drawal of foreign exchange, so permission of the RBI is not required. 
(B) Gift remittance exceeding US$ 10,000: Under the provisions of Section 5 of FEMA 1999, certain Rules have 

been made for drawal of foreign exchange for current account transactions. Gift remittance is a current 
account transaction. Gift remittance exceeding US$ 250,000 can be made after obta ining prior approval 
of the RBI. In the present case, since the amount to be gifted by an individual, Mr. Rohan is USO 10,000, 
there is no need for any permission from the RBI. 

Question 24 

Explain the rules relating to the remittances made by persons other than individuals requiring approval of RBI 
as provided In Schedule Ill to the Foreign Exchange Management (Current Account Transactions) Rules, 2000 
issued under the Foreign Exchange Management Act, 1999 in respect of the following: 
(i) Commission to the agents abroad for sale of residential flats or commercial plots in India. 
(ii) Remittances for consultancy services procured from outside India. 
(iii) Remittances by way of reimbursement of pre-incorporation expenses.(PYP 4 Marks May'24} 

Answer 24 
The following remittances by persons other than individuals shall require prior approval o f the Reserve Bank of 
India as provided under FEMA, 1999 read w ith Schedule Ill of the FEM (Current Account Transactions) Rules, 
2000: 
(i) Commission, per transaction, to agents abroad for sale of residential flats or commercial plots in India 

exceeding USO 25,000 or five percent of the inward remittance whichever is more. 
(ii) Remittances exceeding USO 10,000,000 per project for any consultancy services in respect of infrastructure 

projects and USO 1,000,000 per project, for other consultancy services procured from outside India. 
Explanation - For the purposes of this sub-paragraph, the expression "infrastructu re' shall mean as defined 
in explanation to para l(iv)(A)(a) of Schedule I of FEMA Notification 3/2000-RB, dated the May 3, 2000. 
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(iii) Remittances exceeding five per cent of investment brought into India or USD 100,000 whichever is higher, 

by an entity in India by way of reimbursement of pre-incorporation expenses. 

Question 25 

Mitali Diamonds limited is a company engaged in the business of cutting, polishing and trading of diamonds 
in and outside India. The company exports the diamonds to USA- For the last five financial years, the foreign 
exchange earned by the company In exporting diamonds is as under: 
FY 2023-24 USO 1,25,000 
FY 2022-23 USO 1,10,000 
FY 2021-22 USO 95,000 
FY 2020-21 USO 98,000 
FY 2019-20 USO 93,000 
The company wants to give donation of USO 10,000 to an institution situated in USA which provides 
technical support and training in the field of cutting and polishing of raw diamonds. This will help the 
company in guiding its own employees, posted In USA to get the requisite training. 
Referring to the provisions of the Foreii:n Exchane:e Manae:ement Act, 1999, state whether the company can 
give donation to such institution in USA? {PYP 4 Marks Sep'24) 

Answer 25 
As per Schedule Ill to the Foreign Exchange Management Act, 1999, remittances by persons other than 
individuals shall require prior approvalof the Reserve Bank of India, for donations exceeding 1% of their foreign 
exchange earnings during the previous three financial years or USD 5,000,000, whichever is less, for: 
a. Creation of Chairs in reputed Educational Institutes, 
b. Contribution to Funds (not being an investment fund) promoted by Educational Institutes; and 
c. Contribution to a Technical Institution or Body or Association in thefield of activity of the Donor Company. 
In the given question, Mitali Diamonds Limited can donate lower of USO 3,300 (1% of (1,25,000 + 1,10,000 
+ 95,000)) or USD 5,000,000. 
Thus, Mitali Diamonds limited can give a donation of USD 3,300 without RBI approval and for USO 10,000 it 
shal l require prior approval of the Reserve Bank of India to the said institution as this institution is a Technical 
Institution or Body or Association in the field of activity of the Donor Company. 

Sec 6- Capital Account Transactions 

Question 26 

Ruchika got an employment opportunity in a UK based IT company. She moved to UK and remained there for 
10 years. During her tenure she purchased a small flat in UK for the residential purpose. 
After returning ta India, she joined another IT company and let out her flat situated in UK- The rental income 
of UK flat was deposited by her in the bank account of UK. A good amount was accumulated in her UK' bank 
account, so she planned to purchase a second flat in the UK. 
Based on the above facts, answer the following questions: 
(i) Whether Ruchika can purchase the first flat in UK and continue to retain even after returning to India? 
(ii) Whether Ruchika can purchase second flat in UK after returning to India? (MTP 4 Marks Oct 22} 

Answer 26 
(i) Purchase of First Flat in UK 

Section 6(4) of the FEMA, 1999 provides t hat a person resident in India may hold, own, transfer or invest in 
foreign currency, foreign security or any immovable property situated outside India if such currency, security 
or property was acquired, held or owned by such person when he was resident out side India or inherited 
from a person who was resident outside India. Ruchika purchased the first fl.at when she residing in UK and 
was resident outside India. After retu rning to India and after becoming the resident in India, she can continue 
to hold such flat. 

(ii) Purchase of Second Flat 
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After retu rning to India and becoming the resident in India, Ruchika cannot buy another property in UK as 
mentioned in Section 6(4) of the FEMA. 

Question 27 t't LDR 

Mr. Arjun, an Indian resident, had been working abroad for the past 10 years . During his tenure abroad, he 
acquired foreign currency and held investments in foreign securities. He also inherited a property located in 
New York from his l:ite grandfather, who w:,s a non•resident lndi:,n. After returning to India pcrmanantly, Mr. 
Arjun wishes to understand the provisions under the Foreign Exchange Management Act, 1999 (FEMA) 
regarding the ownership and utilization of his foreign assets. (RTP Sep'24) 

Answer27 
Under the provisions of t he Foreign Exchange Management Act, 1999 (FEMA), Mr. Arjun, being a resident in 
India, can hold, own, transfer, or invest in foreign currency, foreign securities, or immovable proper ty situated 
outside India under certain conditions. These conditions are clarified by the RBI th rough A.P. (DIR Serles) Circular 
No. 90 dated 9th January, 2014, which elaborates on section 6(4) of the Act. 
Cl:,rifications under section 6(4) of FEMA 
1. Foreien Currency Accounts 

• Mr. Arjun can maintain foreign currency accounts that were opened and maintained by him when he was 
resident outside India. 

2. Income and Investments 

• Income earned through employment, business, or vocation outside India while Mr. Arjun was a non
resident. 

• Investments made abroad during his non-resident status. 
• Gifts or inheritance received from a non-resident Indian. 

3. Foreign Exchange and lncoma tharefrom 

• Foreign exchange holdings, including income arising from them, held outsude India by Mr. Arjun, acquired 
through inheritance from a non-resident Indian. 

4. Utilization of Assets After Return to India 
• Mr. Arjun may freely utilize all eligible assets abroad, including the income on such assets or sale proceeds 

received after his return to India. 

• He can make payments or fresh investments abroad w ithout the approval of the Reserve Bank of India, 
provided the funds used are from eligible assets held by him abroad and t he transaction complies with 
FEMA provisions. 

Therefore, Mr. Arjun is eligible to hold and utilize his foreign assets as per the provisions outl ined in section 6(4) 

of FEMA and the RBI circular. These provisions al low him to manage his foreign cur rency, securities, and inherited 
property located outside India in compliance with the regulations governing residents' dealings in foreign assets 
under FEMA. 

Question 28 

Ms. Rose was an Indian citizen who got a job in a softwara company in USA. She went to USA and stayed 
there for 12 years. During her stay, she purchased a house in USA for her residence. Then due to some 
personal issues she moved back to India and joined a software company in India. As she had moved back to 
India, she let out her house in USA and deposited the rent in her account in USA. Out of that amount, she 
purchased another house in USA. 
Based on the above facts, answer the following referring to the provisions of the Foreign Exchange 
Management Act, 1999. 
(i) Whether Ms. Rose can purchase the house in USA and continue to retain it even after returning to India? 
(ii) Whether Ms. Rose can purchase another house in USA after returning to India? (PYP 4 Marks Scp'24) 

Answer28 
(i) Can M s. Rose purchase the house in USA and continue to retain it even after returning to India? 

According to section 6(4) of the Foreign Exchange Management Act, 1999, (the Act) a person resident in India 
may hold, own, transfer or invest in foreign currency, foreign secur ity or any immovable property situat ed 
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outside India if such currency, security o r property was acquired, held or owned by such person when 
he was resident outside India or inherited from a person who was resident outsidelndia. 
Ms. Rose stayed in USA for 12 years, hence she must have become anon- resident for t hose years. She 
purchased a house during this time. 
As per the above provisions, Ms. Rose can rightfully purchase thehouse in USA and continue to retain it 
after returning to India . 

(ii) Can Ms. Rose purchase another house in USA after returning tolndia? 
Ms. Rose deposited the amount of rent from the house to her account in USA. Out of that amount she 
purchased another house in USA after returning to India. Ms. Rose is a person resident in lndiadue to 
joining an employment in India. 
As per section 6(4)(iv) of the Foreign Exchange Management Act, 1999 (FEMA), a person resident in India 
may freely util ize all their eligible assets abroad as well as income on such assets or sale proceeds thereof 
received after their return to India for making any payments or to make a ny fresh investments abroad 
without approvalof Reserve Bank, provided the cost of such investments and/or any subsequent payments 
received therefor are met exclusively out of funds forming part of eligible assets held by her and the 
transactionsis not in contravention to extant FEMA provisions. 
In view of the above, Ms. Rose can rightfully purchase another housein USA after returning to India. 

Question 29 

Mr. Vivit, an Indian citizc,n, was working in Singapore for tc,n years. He is currently holding assc,ts and bank 
balancc,s in Singapore and planning to sc,ttle down in India . Mr. Vivit seeks your advice as to whethc,r he can 
hold, own, transfer or invest in a foreign currency, foreign security or any immovable property situated outside 
India as per the Foreign Exchange Management Act, 1999. (PYP 3 Marks Dec '21) {MTP 3 Marks April '23} 

Answer 29 
A per Section 6 of the FEMA, 1999, a person resident in India may hold, own, transfer or invest in foreign 
currency, foreign security or any Immovable property situated outside India if such currency, security or property 
was acquired, held or owned by such person when he was resident outside India or inherited from a person who 
was resident outside India. 
Here, in the given case, Mr. Vivit, an Indian Citizen, who was working in Singapore for ten 10 yea rs, currently 
planning to settle in India wanted to hold, own, transfer or invest in foreign currency, foreign security o r any 
immovable property situated outside India. 
Hence in the given case, Mr. Vivit, earned income through employment or business or vocation when he was 
outside India. After his settlement in India, he may freely util ize all t heir eligible assets abroad as well as income 
on such assets or sale proceeds thereof received after their return to India for making any payments or to make 
any fresh investments abroad without approval of Reserve Bank. 
Note: • The residential status of Mr. Vivit that he is a 'person resident in India' is not given in the question. The 
word ' Indian citizen' in the question may be read as ' Indian Resident'. 

EXAM INSIGHTS: The Performance of the examinees was average. Most of the examinees have answered 
in a generalized manner without speclfyihg the provisions of Section 6 of Forging Exchange Management 
Act, 1999 regarding holding, owning, transfer or invest in a foreign currency, foreign security or any 

immovable property situated outside India by a person resident in India. 

Question 30 

Grand Father of Mr. N3rendra Kamal was f3rmer in undivided India 3nd own large, chunk of land. Due to 
partition, his grand•father along other family members evacuated from west Punjab, hence got a piece of 
agricultural land in compensation under Displaced Persons (Compensation and Rehabilitation) Act, 1954 in 
that area of east Punjab which is present day Haryana touching NCT. 
Such land was inherited by Mr. Saurabh Kamal and Mr. Varun Kamal (both resides in India) in equal portion 
as pc,r tho tostamont of thoir Narendra' Grandf.-thc,r, Mr. Narondra Is only child of Mr. Saurabh. At death of 
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Mr. Saurabh in 2005, his will was executed and piece of land belong to him transferred to Mr. Narendra. 
Mr. Narendra in 2002, shifted to New Zealand, there he operate an accounting KPO firm. Mr. Narendra 
surrender Indian citizenship and hold kiwi passport. Now the children of Mr. Narendra is also grown-up. His 
son want to enter in film-making hence need funds, Mr. Narendra decided to sell the land inherited by him 
from his f:ither (in -turn from his Grandfather). He approached Mr. Balraj, a property linker for identifying 
buy for said land. It was decided that part of proceed will be used by son of Mr. Narcnd ra :ind rest will be 
planned to invest in New Zealand only. 
You are required to advise Mr. Narendra can he sell/transfer the land he owned in India as per the relevant 
provisions of FEMA. {RTP May '23} 

Answer30 
According to Section 6 (5) of The Foreign Exchange Management Act 1999, it is provided that a person resident 
outside India may hold, own, transfer or invest in Indian currency, security or any Immovable property situated 
in India i f such currency, security or the property was acquired, held, or owned by such person when he was 
resident in India or inherited from a person who was resident in India (like i n given case inherited by Mr. 
Narendra in 2005). 
Further, a person referred to in sub-section (5) of Section 6 of t he Act, or h is successor shall not, except with 
t he general or specific permission of the Reserve Bank, repatriate outside India the sale proceeds of any 
immovable property referred to in that sub-section as per the second schedule of t he FEM (Permissible Capital 
Account Transaction) Regulation, 2000. Hence Mr. Narendra allowed transfer (sale) the agr iculture land and 
after seeking permission of RBI can repatriate the sale proceeds, outside India. 

Capital Account Transactions• Prohibited Transactions 

Question 31 

Mr. MGJ, a person resident outside India, is contemplating to Invest his foreign currency funds through 
equity contribution In an Indian company eng:iged in a huge township development project consisting 
commercial and residential complex in Bangalore {India). Examine, referring to the provisions of the Foreign 
Exchange Management Act, 1999, the feasibility of his proposal of investing funds in the said company. {PYP 
3 Marks May '22} 

Answer31 
As per the Foreign Exchange Management (Permissible Capital Account Transactions) Regulations, 2000, a 
person resident outside India Is prohibited from making investments in India In any form, in any Company, or 

partnership firm or proprietary concern or any entity whether incorporated or not which is engaged or 
proposes to engage in real estate business, or construction of farm houses. 
Here the term "real estate business" shall not include development of townsh'ips, construction of residential 

/commercial premises, roads or bridges and Real Estate Investment Trusts {REITs) registered and regulated 
under the SEBI (REITs) Regulations 2014. 
Conclusion: Accordingly, the proposa l of investing funds in an Indian Company by Mr. MGJ, is feasible as the 
investment Is for development of townshi p as per the above stated laws. 

Multiple Choice Questions (MCQs) 
Sec 2{v)• Person Resident in India 

l. Dhruv, is a pilot in Bangkok airways. He flies for 15 days in a month and thereafter takes a break for 15 
days. During the break, he is accommodated in 'base', which is normally the city where the Airline is 
headquartered. However, for security considerations, he was based at Delhi. During the financial year, 
he was accommodated at Ddhi for 182 days. Determine the legal position :as regards the residential 
status of Dhruv under the elven situation: (MTP 2 Marks Oct 21) 
(a) Dhruv cannot be considered to be a Person Resident in India. 
{b) Dhruv can be considered to be a Person Resident in India due to her stay for 182 days in India 
(c) Dhruv cannot be considered to be a Person Resident in India due to her stay for less than 183 days 

in India. 
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(d) Dhruv can be considered to be a Person Resident in India due to her stay in Delhi for security 

consideration. 
Ans: (a) 

2. Priti, on 1st S<lptember, 2021 wont to UK for doing one ye:ir MBA course. Her MBA course complet<ld on 
31st Aueust, 2022 and she returned India on the next day. What shall be her residential st:itus for the FY 
2022-23 and 2023-24: {MTP 2 Marks Oct 22) 
(a) Resident in India for FY 2022-23 and FY 2023-24 
(b) Resident in India for FY 2022-23 and Resident outside India for FY 2023-24 
(c) Resident out side India for FY 2022-23 and FY 2023-24 
(d) Resident outside India for FY 2022-23 and Resident in India for FY 2023-24 

Ans: (d) 

3. Mr. X, a person comes to India on 1st June, 2019 for visitine his parc,nts. However, his parents f:,11 sick 
and he stays till 31st March 2020. Thereafter he continues to stay in India. He decided to live in India 
for next 6 months by the time his parents recovers. In the light of the given case, determine the correct 
residential status of Mr. X from the given statements . {RTP ,Nov'22} 
(a) Mr. Xis PRII as he did reside in India in the FY 2019-2020. 
(b) Mr.Xis PRII as he resides in India for more than 182 days in the FY 2019 -20. 
(c) Mr.Xis PROI in the FY 2019-20, but w ill be treated as PRII from 1st April, 2020, as he resides in India 

for more tha n182 days In the previous FY. 
(d) His stay in India is neither for employment, nor for business, nor for circumstances which show that 

h is stay in India for an uncertain period. In FY 2019-20, he is a PROI as he did not reside in India for 
more than 182 in FY 2018-19. 

Ans: (d) 

4 . Mr. X had resided in India for less than 182 days during the financial year 2022-2023. He arrived in India 
on April 1, 2023, to conduct business and intends to leave the business on April 30, 2024, with plans to 
depart from India on June 301 2024. What is Mr. X's residential st:itus for tho financial year 2023-2024 
under the FEMA, 1999? How many days did Mr. X stay in India during the financial year 2023-2024? (RTP 
Sep24) 
(a) Non-Resident, 182 days 
(b) Resident, 365 days 
(c) Resident but Not Ordinarily Resident {RNOR), 240 days 
(d) Resident, 91 days 

Ans: (b) 

S. Ms. Shalinl Gupta had enrolled her for management course of three years with IIM, Ahmedab:,d. Out of 
three years, two years of educational course would be provided at the campus of IIM, Ahmadabad and 
one year of educational course would be provided at University of Auckland under student exchange 
program. Ms. Shalini Gupta is required to pay tuition fee of ~10 lakh directly to IIM, Ahmedabad for two 
years course and USO 200,000 to University of Auckland. 

15.19 

Ms. Shalini had left India on 20th August 2022 to complete her degree from University of Auckland. In the 
last month of final year of the course, she got an offer from one of the reputed company situated in 
Auckland and h:id :iccepted the offer and she decided to work there. On 1st September 2023, Ms. Shalinl 
had visited India for 30 d:,ys to meet her family and on 1st October 2023 had left India to carry on her 
employment. 
Considering the provisions of Foreign Exchange Management Act, 1999, which of the below mentioned 
options correctly determined the residential status of Ms. Shalini Gupta {MTP 2 Marks Apr'24) 
(a) Ms. Shalini Gupta to be treated as resident in India for Financial Year (FY) 2023-2024 and FY 2024-

2025. 
(b) Ms. Shalini Gupta to be treated as resident in India for FY 2022-2023 and FY 2023-2024. 
(c) Ms. Shalini Gupta to be t reat ed as non-resident for FY 2023-2024 and FY 2024-2025 as she left India 

for higher studies. 
(d) Ms. Shal ini Gupta to be treated as resident in India for FY 2023-2024 since she stays in India fo r more 
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tha n 182 days and non-resident for FY 2024-2025. 
Ans: (c) 

6. After five years of stay in USA, Mr. Umesh came to India at his pat.c,rnal place in New Delhi on 
October 25, 2019, for tho purposc, of conducting business with his two younger brothers R:,jesh 
and Somash and contributed:, sum of~ 10,00,000 as his capital. Simultaneously, Mr. Umesh also 
started a proprietary business of sellinc artistic brassware, jewelry, etc. procured directly from 
the manufacturers based at Moradabad. Within a period of two months after his arrival from USA, 
Mr. Umesh established a branch of his proprietary business at Minnesota, USA. You are required 
choose the appropriate option with respect to residential status of Mr. Umesh and his branch for 
the financial year 2020 •21 after considering the applicable provisions of the Foreicn Exchance 
Manacament Act, 1999: (RTP May 22, SM) 
(a) For the financial year 2020-21, Mr. Umesh and his branch established at Minnesota, USA, are both 

persons resident outside India . 
(b) For the financial year 2020-21, Mr. Umesh is a resident in India but his branch established at 

Minnesota, USA, is a person resident outside Ind ia. 
(c) For the financial year 2020-21, Mr. Umesh and his branch established at Minnesota, USA, are both 

persons resident in India. 
(d) For the financial year 2020-21, Mr. Umesh is a person resident outside India but his branch 

established at Minnesota, USA, is a person resident in India. 
Ans: (c) 

Current Account Transactions• Schctdule I Transactions for which drowal of for•lcn exchance is prohibited 

7. Mr. Amar (a resident individual) want to remit US$ 60,000to his son in the USA afterwlnntn« a bii: lottery. 
Considering the provisions of the Foreian Exchange Management Act, 1999, choose the correct action 
which Mr. Amar would take to remit the said amount to his son in the USA. {MTP2 Marks Mar'24) 
(a) Visit a local bank and req uest a direct transfer to his son's US bank account. 
(b) Cannot remit the said amount as remittance out of lottery winnings is prohibited. 
(c) Travel to the USA personally with the cash winnings, to give it to his son. 
(d) Convert the US Dollar wi nnings into a different cu rrency before sending it to his son. 

Ans:{b) 

Current Account Transactions• Schedule II Transactions which require Govt of Ind la Approval 

8. Athlete Rajiv Sharma, a professional tennis player from India, achieved remarkable success by win nine a 
prestigious international tennis tournament held in Paris, France. As a result of his victory, he received a 
prize money of $150,000 from the event organizers. Rajiv was excited about his winnings and planned to 
use a portion of the prize money to fund his training and future tournaments abroad. 
Rajiv decided to remit $150,000 to his personal account in France to manage his finances and cover his 
training expenses. However, before proceeding, he needed to ensure that the remittance complied with 
the Foreign Exchange Management Act (FEMA), 1999, specifically concerning the remittance of prize 
money or sponsorship of sports activities abroad. 
Under FEMA regulations, individuals other than international, national, or state-level sports bodies are 
subject to specific cuidelines when remitting amounts exceeding $100,000. Rajiv was aware that the 
amount involved in his case exceeded this threshold and sought advice on the necessary steps and 
compliance. 
Enumerate in the given instance, according to FEMA regulations, what must Rajiv Sharma do if he wishes 
to remit prize money exceeding US $100,000 abroad? {MTP 2 Marks Aug'24, SM) 
(a) Remit the amount directly without any add itional requirements. 
(b) Obtain approval from Paris Government before remitting the amount 
(c) Only provide proof of winning the prize 
( d) Req uire prior approval of Ministry of Human Resource Development {Department of Youth Affairs and 

Sports) 
Ans: (d) 
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9 . Kite Sports Academy, a private coaching club, provides coaching for cricket, football and other similar 
sports. It coaches sports aspirants pan India. It also conducts various sports events and campaigns, across 
the country. In 2022, to m:trk the 25th year of its operation, a cricket tournament (akin to the format cf 
T·20) is blling organized by Kite Sports Academy in Lancashire, England, in the first half of April. The prize 
money fer the 'winning team' is fixed at USO 40,000 whereas In case of 'runner-up', it Is pegged at USO 
11,000. You are required to choose the correct option from the four given below which sii:nifies the steps 
to be taken by Kite Sports Academy for remittance cf the prize money of USO 51,000 (i.e . USO 40,000+USO 
11,000) to England keeping in view the relevant provisions of Foreii:n Exch ange Management Act, 1999: 
MTP 2 Marks Aug'24} 
(a) For remittance of the prize money of USO 51,000, Kite Sports Academy is required to obtain prior 

permission from the Ministry of Human Resource Development (Department of Youth Affairs and 
Sports). 

{b) For remittance of the prize money of USO 51,000, Kite Sports Academy is required to obtain prior 
permission from the Reserve Bank of India. 

(c) For remittance of the prize money of USO 51,000, Kite Sports Academy is not requi red to obtain any 
prior permission from any authority, whatsoever, and it can proceed to make the remittance. 

(d) For remittance of the prize money of USO 51,000, Kite Sport s Academy is required to obtain prior 
permission from the Ministry of Finance (Department of Economic Affairs). 

Ans: (c) 

Current Account TransKtlons-Schedule Ill Transactions which require RBI Approwl 

10. Akash Ceramics Limited, an Indian company, holds a commercial plot In Chennai which it intends to sell. 
M/s. Super Seller, a real estate broker with Its Head Office In the USA, has been appointed by Akash 
Ceramics Limited to find some suitable buyers for the said commercial plot in Chennai which is 
situated at a prime location. M/s . Super Seller identifies Glory Estate Inc., based out of USA, as the 
potential buyer. It is to be noted that Glory Estate Inc. is controlled from India and hence, is a 'Person 
Resident in India' under the applicable provisions of Foreign Exchange Management Act, 1999. A deal is 
finalized and Glory Estate Inc. agrees to purchase the commercial plot fer USO 600,000 ( assuming 1 USO 
= '( 70). According to the ai:reement, Akash Ceramics limited is required to pay commission@ 7% of the 
sale proceeds to M/s. Super Seller for arranging the sale of commercial plot to Glory Estate Inc. and 
commission is to remitted in USO to the Head Office of M/s. Super Seller located in USA. Considering the 
relevant provisions of Foreign Exchange Management Act, 1999, which statement out of the four given 
below is correct (ignoring TDS implications arising under the Income-tax A.ct, 1961): {SM) 
(a) There is no requirement of obtaining prior permission of Reserve Bank of India (RBI) for remittance of 

commission upto USO 25,000 by Akash Ceramics Limi ted to M/s. Super Seller but for the balance 
commission of USO 17,000, prio r permission of RBI is required to be obtained. 

(b) There is no requi rement of obtaining prior permission of Reserve Bank of India (RBI) for remittance of 
commission upto USO 30,000 by Akash Ceramics Limited to M/s. Super Seller but for the balance 
commission of USO 12,000, prior permission of RBI Is required to be obta ined. 

(c) There is no requirement of obtaining prior permission of Reserve Bank of India (RBI) for remittance of 
entire commission of USO 42,000 by Akash Ceramics limited to M/s. Super Seller. 

(d) It is mandatory to obtain prior permission of Reserve Bank of India (RBI) fo r remittance of entire 
commission of USO 42,000 by Akash Ceramics Limited to M/s. Super Selle r. 

Ans: (d) 

11. Mchita Periodicals and Mags Publications Umited, having registered office In Chcnnal, has obtained 
consultancy services from an entity based In France for setting up a software proi:rammc to strengthen 
various aspects relating to publications. The consideration for such consultancy services is required to be 
paid in foreign currency. The compliance officer of Mohita Periodicals and Mags Publications limited, 
Mrs. Ritika requires your advice regarding the foreign exchange that can be remitted for the purpose of 
obtaining consultancy services from abroad without prior approval of Reserve Bank of India. Out of the 
following four options, choose the one which correctly portrays the amount of foreign exchange 
remittable fer the given purpose after considering the provisions of the Foreign Exchange Management 
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Act, 1999 and regulations made thereunder: (SM} 
(a) Permissible amount of foreign exchange that can be remitted by Mohita Periodicals and Mags 

Publications limited for obtaining consultancy services from an entity based in France without prior 
approval of RBI is US$ 50,000,000. 

{b) Permissible amount of foreign exchange that can be remitted by Mohita Periodicals and Mags 
Publications limited for obtaining consultancy services from an entity based In France without prior 
approval of RBI is US$ 10,000,000. 

(c) Permissible amount of foreign exchange that can be remitted by Mohita Periodicals and Mags 
Publications limited for obtaining consultancy services from an entity based in France without prior 
approval of RBI is US$ 5,000,000. 

(d) Permissible amount of foreign exchange that can be remitted by Mohita Periodicals and Mags 
Publications Limited for obtaining consultancy services from an entity based in France without prior 
approval of RBI is US$ 1,000,000. 

Ans: {d) 

12. A Limited, an Indian company holds a commercial plot in Chennai, India. It intends to sell the same. M/s 
Super Seller is a real estate broker with Head Office in the USA. M/s Super Seller is appointed to find 
buyers for the land. A company Glory Inc., based out of USA is identified as a buyer. Glory Inc., is 
controlled from India and is hence a Person Resident in India under FEMA provisions. Glory Inc., agrees 
to buy the land for USO 6,00,000 {assume l USO= Rs.70). M/s Super ~lier is to be paid commission at 
the rate of 7% of the sale proceeds. The commission is to paid to the H.O of M/s Super Seller In USA. 
Decide, In light of the relevant provisions of FEMA, 1999, which of the followlng is correct {Ignoring TDS 
implications arising under the Income Tax Act, 1961): {MTP 2 Marks March-21) 

(a) Prior permission is not required for remittance of commission upto USD 25,000. For balance 
commission of USD 17,000, permission of RBI is to be sought by A Limited. 

(b) Prior permission is not required for remittance of commission upto USD 30,000. For balance 
commission of USD 12,000, permission of RBI is to be sought by A Limited. 

(c) Prior permission is not a tall required for remittance of the entire commission. 
(d) Prior permission is required to be taken from The Reserve Bank of India for the ent ire amount of 

commission. 

Ans: {b) 

13. In September 2016, Mr. P, went to USA, London and Germany on a month long business trip. For this trip 
he got foreign exchange of US $ 50,000 from an authorized dealer. In December 2016 he remitted US$ 
50,000 to his son in Canada, who was studying there. In January 2017 he sent his mother and wife to 
America for his mother's treatment and for the purpose he remitted US$ 751000 to his youni:er brother, 
who was living there. In March 2017 his daughter got eneaged and she opted for a destination marriaee 
to be held In May 2017, In Switzerland. While on trip to Dubai In the M:,rch end, 2017, he spent US $ 
35,000 for his daughter's shopping in Dubai. Later, the event manaeer gave an estimate of US$ 2S0,000 
for the wedding. As per the provisions of FEMA, for how much remittance does he need to take prior 
approval of the Reserve bank of India. {MTP l Mark Nov 21} 

(a) He does not need any prior approval at al l 
(b) For US$ 210000 
(c) For US$ 250000 
(d) For US$ 15000 

Ans : {a) 

14. Nandeesh, a resident Indian, remitted USO 1,00,000 on 7th June, 2021, to his son lshaan who is settled in 
California, USA, since he urgently required funds. On 9th July, 2021, Nande-esh again remitted USO 71,000 
to meet expenses to be incurred in respect of his ailing wife, Medhavi who had recently gone to USA to 
meet his son lshaan but had developed serious coronary disease. For specialised treatment of Medhavi 
at a specialised hospital, a sum of USO 79,000 was remitted for the second time on 30th July, 2021 by 
N:indecsh. Within next 10 days, Medhavi recovered and was allowed to return to hor son's residence 
from the hospital. Choose the correct option from those stated below as to when Nandeesh can send 
further foreign exchange to his son lshaan for the purpose of purchasing a house without obtaining the 
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~ 
prior approval of Reserve Bank of India: {RTP Moy '22} 

(a) Without obt aining the approval of Reserve Bank of India, Nandeesh can send further foreign 
exchange to his son lshaan only in t he month of Apr il , 2022 or thereafter. 

(b) Without obtaining the approval of Reserve Bank of India, Nandeesh can send further foreign 
exchange to his son lshaan only in t he month of January, 2022 or t herea fter. 

(c) Without obtaining the approva l of Reserve Bank of India, Nandeesh can send further foreign 
exchange to his son lshaan only in the month of July, 2022 or thereafter. 

(d) W itho ut obtaining t he approva l of Reserve Bank of India, Nandeesh can send further foreign 
exchange to his son lshaan o nly in the month of November, 2021 or t hereafter. 

Ans: (a) 

1S. Mr. Prakhar, an Indian Resident individual, wishes to obtain Foreign E.xchange for a gift remittance 
totaling US$ 50,000. Which of the following statements accurately rcfleats the regulatory requirement 
under the Foreign Exchange Management Act, 1999 {FEMA}? 
{MTP 2 Marks Mar'24} 

(a) Mr. Prakhar can freely remit US$ 50,000 for the gift as it is a current acco unt transaction and the 
amount of gift remittance is less than US$ 2,50,000. 

(b) Mr. Prakhar must seek prior approval from the RBI for the remittance ex.ceeding US$ 50,000. 
(c) Mr. Prakhar must seek prior approval from the RBI for any gift remittance, regardless of the amount. 
(d) Mr. Prakhar does not need to comply with any FEMA requirements as gift remittance does not fall under 

the purview of the FEMA 1999. 
Ans:(a) 

16. HBL Private limited is a project engineering, procurement and construction company. The company has 
bagged a contract from tho Government of State of Tamil Nadu for construction of Water Dam. The 
company has involved a project consultancy firm sltuorted In Netherlands for preparing techno- economic 
feasibility report ta enable it to start construction work of dam, The comp:any h,d paid USO 7,000,000 to 
vendor of Netherlands. 
The company also availed the services of Software Company situated in UK for the migration of its 
accounting software from SAP to Oracle for which the Company had paid USO 2,000,000 to the software 
company. Considering the provisions of Foreign Exchange Management Act, 1999, which of the below 
mentioned statement is correct: {MTP 2Marks Apr'24} 
(a) The company can make payment of USO 7,000,000 and USD 2,000,000 without any approval. 
{b) The company can make payment of USO 7,000,000 without any approval and USD 2,000,000 after 

obtaining prior approval of the Reserve Bank of India (RBI). 
(c) The c.ompany can make payment of USD 7,000,000 and USD 2,000,000 after obtaining prior approval 

of RBI. 
{d) The company can make payment of USD 7,000,000 after obtaining prior approval of RBI and USO 

2,000,000 w ithout any approval. 
Ans: (b) 

17. In September, 2020, Mr. Purshottam Saha visited Atlanta as well as Athens and thereafter, London and 
Berlin on a month-loni: business trip, for which he withdrew foreign exchange to the extent of US$ 50,000 
from his banker, State Bank of India, New Delhi branch. In December, 2020 he further, withdrew US$ 
50,000 from SBI and remitted the same to his son Raviyansh Saha who was studying in Toronto, Canada. 
In the first week of January, 2021, he sent his ailing mother Mrs. Savita Saha for a specialised treatment 
along with his wife Mrs. Rashmi Saha to Seattle where his younger brother Pranav Saha, holder of Green 
Card, is residing. For the purpose of his mother's treatment and to help Pranav Saha to meet increased 
oxpcnsos, he requested his banker SBI to remit US$ 75,000 ta Pranav Saha's account maintained with 
Citibank, Seattle. In February, 2021, Mr. Purshottam Saha's daughter Devanshi Saha got engaged and she 
opted for a 'destination marriage' to be held in August, 2021 in Zurich, Switzerland. While on a trip to 
Dubai in the last week of March, 2021, he again withdrew US$ 35,000 to be used by him and Devanshi 
Saha for meeting various trip expenses including shopping in Dubai. later, the event manager gave an 
estimate of US$ 2,S0,000 for the wedding of Devanshi Saha at Zurich, Swrtzerland. Which option do you 
think is the correct one in the light of applicable provisions of Foreign Exchange Management Act, 1999 
Including obtaining of prior approval, if any, from Reserve Bank of India since Mr. Purshottam Saha 
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withdrew foreign exchange on various occasions from his banker, State Bank of India. (RTP May 23, SM) 
(a) In respect of withdrawal of foreign exchange on var ious occasions from his banker State Bank of India 

and remitting the same outside India during the financial year 2020-21, M r. Purshottam Saha is not 
required to obtain any prior approval. 

(b) In respect of withdrawal of US$ 35,000 in the last week of March, 2021, for a trip to Dubai, Mr. 
f>urshottam Saha must have obtained prior approval o f Reserve Bank of India since the maximum 
amount of foreign exchange that can be w ithdrawn in a financial year is US$ 1,75,000. 

(c) After w ithdrawing US$1,00,000, Mr. Purshottam Saha must have obtained prior approva l of Reserve 
Bank of India for the remaining remittances made during the financial year 2020-21, otherw ise SBI 
would not have permitt ed further w ithdrawals. 

(d) After withdrawing US$ 50,000, Mr. Purshottam Saha must have obtained prior approval of Reserve 
Bank of India for the remaining remittances made during the financial year 2020-21, otherwise SBI 
would not have permitted further w ithdrawals. 

Ans: (3) 

Sec 6· CaplUI Account Tninsactlons 

18. Mr_ V, brother of Mr. R, i s a resident of Singapore and he owns an immovable property in Chennai which 

he inherited from his father, who was a resident of India, Can Mr. V continue to hold the property? {MTP 
l Mark Nov 21, RTP Moy'20} 
(a) No, he cannot hold transfer or Invest In India, since he is resident outside India. 
(b) Yes, he can continue to hold in India, since he is person of India Origin and the property is located In 

India 
(c) Yes, he can continue to hold the property, since this w as inherited from a person who was residen t 

in India. 
(d) Yes, he can continue to hold the property, since his brother (Mr. R) uses the property whenever he 

travels to Chennai. 
Ans: (c) 

19. ABC Private limited is a project engineering, procurement and construction company. The company has 

bagged a contract from the Government of State of Ker:il:i for construction of Water Dam. The company 

has involved " project consljltancy firm situated in Australia for preparing tochno-economic fci1sibility 

report to enable it to start construction work of dam. The company had paid USO 7,000,000 to vendor of 
Australia. 

The company also availed the services of Software Company situated in Denmark for the migration of its 
accounting software from SAP to Oracle for which the company had paid USO 2,000,000 to the software 

company. 

Considering the provisions of Foreign Exchange Management Act, 1999, which of the below mentioned 

statement is correct: (MTP 2 Marks Nov'24} 
(a) The company can make payment of USO 7,000,000 and USO 2,000,000 w ithout any approval. 
(b) The company can make payment of USD 7,000,000 without any approval and USD 2,000,000 after 

obtaining pr ior approval of the Reserve Bank of India (RBI). 
(c) The company can make payment of USO 7,000,000 and USD 2,000,000 after obtaining prior approval 

of RBI. 
(d) The company can make payment of USD 7,000,000 after obtaining prior approval of RBI and USO 

2,000,000 w ithout any approval. 
Ans: (b) 

20. Mr. Narain Sriniv3s had enrolled himself for management course of three years with IOL, Mumbai. Out of 

three years, two years of educational course would be provided at the campus of IOL, Mumbai and one 

year of educational course would be provided at University of Auckland under student exchange program. 
Mr. Narain Srinivas is required to pay tuition fee of ~10 lakh directly to IOL, Mumbai for two years course 

and USO 200,000 to University of Auckland. 

Mr. Narain had left India on 20th August 2022 to complete his degree from University of Auckland. In the 

l,ist month of final year of the course, ho got an offer from one, of tho reputed comp:iny situated ln 
Auckland and had accepted the offer and hc decided to work there. On 1st September 2023, Mr. Narain 

Chapter 15 The Foreign Exchange Management Act, 1999 15.24 



~ 
had visited India for 30 days to meet his family and on 1st October 2023 had left India to carry on his 
employment. 
Considering the provisions of Foreign Exchange Management Act, 1999, which of the below mentioned 
options correctly determined the residential status of Mr. Narain Srinlvas: {MTP 2 Maries Nov'24) 
(a) Mr. Narain Srinivas to be treated as resident in India for Financial Year (FY) 2023-2024 and FY 2024• 

2025. 
(b) Mr. Narain Srinivas to be treated as resident in India for FY 2022-2023and FY 2023-2024. 
(c) Mr. Narain Srinivas to be treated as non-resident for FY 2023-2024 and FY 2024-2025 as he left India 

for higher studies. 
(d) Mr. Narain Srinivas to be treated as resident in India for FY 2023-2024 since he stays in India for more 

than 182 days and non-resident for FY 2024-2025. 
Ans: (c) 

21. Sneha, a resident of India, wants to invast her savings. She considers buying shares of a US-based 
company to benefit from the growing tech market. She is unsure if such an investment is allowed undor 
the Foreign Exchange Management Act, 1999. Advise whether Sneha can invest in sharas of the US-based 
company? {MTP 2 Marks Dec'24} 
(a) Yes, such investments are allowed. 
(b) No, such investments are not allowed. 
(c) Yes, bu t only if the investment is for US$ 5000. 
(d) No, unless she is a non-resident Indian (NRI). 

Ans: (a) 

Capital Account Transactions• Prohibited Transactions 

22. Rahul, a resident of India and an avid horse-racing enthusiast, earns ~ 5 l,1kh as prize money from an 
international horse-racing event held in Dubai. He wants to remit this amount to his personal foreign 
bank account for future lntornational race entries and training. He consults his banker to confirm If this 
transaction is permissible under the Foreign Exchange Manaeement Act (FEMA), 1999. 
Can Rahul remit his income from the International horse-racine event to h is foreign bank account under 
FEMA, 1999? {MTP 2 Marks Dec'24} 
(a) Yes, as it is his earned income. 
(b) No, as remittance of income from racing, riding, or any other hobby is prohibited. 
(c) Yes, but only with prior approval from the Reserve Bank of India (RBI). 
(d) No, unless it is for charitable purposes. 

Ans: (b) 
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Quest ion & Answers 

~ 
LDR Questions 
018 022 
020 031 

(MTP 6 Marks April '21) (Chapter 2 lncorpor.ition of Company & Matters Incidental There 
toJ 

Mr. Anay, a business graduate from a leading B•School1 has been running a chain of restaurants as a sole 
proprietor concern. The business is based in Chennai. Mr. Anay, In order to develop the business; decided to 
corporatize his business but he is concerned with dilution of his control over business decisions. 
Mr. Anay, during a journey met Mr. Dsouza; one of his old school friends. Mr. Dsouza is presently working in 
one of leading corporate advisory firms. Mr. Anay seeks advice from Mr. Dsou&a, regarding conversion of sole 
proprietorship concern to company and also explain his intention to keep the entire control In his hand. Mr. 
Dsouz:i informc,d Mr. Anay, :,bout o new type of company, c:illed One Pc,rson Company (OPC), which can be 
formed under Companies Act, 2013. Mr. Dsouza quoted section 2(62), which defines 'one person company' as 
a company which has only one person as a member. 
Mr. Anay felt OPC is correct form of business for him, hence he promoted an OPC 'Casa Hangout Private 

Limited' {One Person Company) on 14th September 2019, to which he sold his sole proprietory business and 
became the sole member, Mr, Anay, appointed his younger son Mr. Amar, who was 21 year old then, as 
Nominee to OPC. Mr. Anand who is a famous food blogger and old friend of Mr. Anay was appointed as 
director of OPC, Mr. Anay himself also become director of company. 

Mr. Amar is a professional photographer, and went abroad for a certification course on 23rd October 2019. 

He came back on 1st of March 2020. He established a photo-studio as an OPC called 'Best Click Private 

Limited' (one Person Company) on 20th March 2020, in which Mr. Anay is nominee and he became sole 
member. In the mean time, Mr. Amar also gave his consent as nominee to another OPC in which his elder 
brother Mr. Shankar is sole member. 

Mr. Anay met with an accident on 25th March 2020, in which he lost his life. Nomination clause was invoked, 
as a result Mr. Amar has to take charge over 'Casa Hangout Private Limited' (One Person Company) as member 

with immediate effect. On 30th March 2020 Mr. Shankar was appointed as a new nominee to 'Casa Hangout 

Private Limited' (One Person Company), who gave written consent on31st March 2020. Mr. Shankarwho is an 
investment banker by profession, is of the opinion that 'Casa Hangout Private Limited' (One Person Company) 
needs to amend its object clause and add 'earry out investment in securities of body corporate' as one of the, 
objects. 

The Financial year closed on 31st Mareh 2020. Finaneial st:itements of 'C:>sa H:ingout Private Limited' (One 
Person Company), which is not containing cash flow statements were signed by Mr. Anand who left as only 
director :ifter death of Mr. Anay. 

Case Scenarios 16.1 



Multiple Choice Questions 

1. With reference to appointment of Mr. Amar and Mr. Shankar as nominee to 'Casa Hangout Private 
Limited' (One Person Comp:iny)', out of followings, who is eligible, to be nominee of OPC? 
(a) Any natural person excluding minor 
(b) Any legal person excluding minor 
(c) Any natural person, who is resident of India; but excluding minor 
(d) Any natural person, who is resident as well as citizen of India; but excluding minor 

Ans: (d) 

2. Mr. Shankar if he wishes to withdraw his consent a.s nominee, can do so by giving written notice to 
(a) Director of OPC and to sole member of company 
(b) Director of OPC and to Registrar of companies 
(c) Sole member of company and to OPC 
(d) Sole member of company and to Registrar of companies 

Ans: (c) 

3. With reference to legal position of Mr. Amar as member/ sand nominee/s to various OPCs, which of the 
following statement is correct with reference to ceiling limit in relation to membership and being nominee 
to OPC? A person, other than minor; at specific point of time; 
(a) Can be member in any number of OPCs but nominee in one OPC 
(b) Can be member In one OPC and nominee In any number of OPCs 
(c) Can be member in one OPC and nominee in another one OPC 
(d) Can be member and nominee both in any number of OPCs 

Ans: (c) 

(MTP 6 Marks Oct'22) (Chapter 2 Incorporation of Company & Matters Incidental There 
to) 

Jai and Vecru, two friends, formed a priv:itc limited company as Baisanti Taanga Private Limited and got it 
registered on 10th January, 2018. The registered office of the company was situated at Kolkata, West Bengal. 
The company had an authorised share capital of~ 50 lacs divided into 5 lacs equity shares of~ 10/ ·each.The 
issued, subscribed and paid-up share capital of the company was of~ 30 lacs divided into 3 lacs equity shares 
of~ 10 each. The company was engaged in supplying various motor parts to the vehicles companies. 'Basanti' 
was a registered Trade mark of Basanti Motorwala Private Limited of Mumbai since 15th January, 2016 under 
the Trade Marks Act, 1999. This company was also eni:ai:ed in manufacturini: and supplyini: various auto parts 
to the vehicles companies. 
B:is:intl Motorwala Priv:ite Ltd. of Mumbai c:ime to know on 20th January, 202.2 about B:,s:,ntl Taanea Private 
Limited of Kolkata who was usine identical name and mark. Beine a reeistered proprietor of a trade mark, 
Basanti Motorwala Private Ltd. filed an objection with an appropriate authority under Companies Act, 2013 on 
15th March, 2022 that the name Basanti Taanga Private Limited or the mark the company wa.s using is found 
to be identical with or too nearly resembles to the registered trade mark of Basanti Motorwala Private Ltd. 
and as such the appropriate authority should direct Basanti Taanga Private Limited to change its name. The 
appropriate authority after going through all the details rejected the application of Basanti Motorwala Private 
Ltd. 
Thereafter on 14th July, 2020, Basanti Motorwala Private Ltd . requested Sas.anti Taanea Prlv::ite Limited to 
eh:>nee its name and Basanti Ta:,nea Priv:ite Limited accepted the same In good relationship. Basanti Ta:,nga 
Private limited complied with all the formalities under Companies Act, 2013 such as passing of all necessary 
resolutions, taking approval from appropriate authority, filing of documents with the Registrar of Companies 
etc. The name of the company Basanti Taanga Private Limited was changed toJai Veeru Private Limited. A fresh 
certificate of Incorporation was issued to the company by the Registrar after being satisfied with the name 
ch:,ngc application of the comp:,ny. Subsequent to the issuance, of thc new i ncorporation certificate, stcps 
were taken up to Incorporate the ncw nam0 In all copies of thc Memorandum of Association, Articles of 
Association :ind other documents of the company. 

Case Scenarios 



1. In the above case scenario, what can be the most evident reason for the appropriate authority to reject the 
application of Basanti Motorwala Private Ltd? 
(a) The appropriate authority rejected the appl ication on the basis that the names of both the companies 

are different• Basanti Motorwala Pr ivate Ltd and Basanti Taanga Private Limited. 
(b) The appropriate authority rejected the application as Basanti M otorwala Private Ltd (owner of the 

registered mark) should had filed the objection within three years of the registration of company w ith 
identical name. 

(c) The appropriate authority could have rejected the application on the basis that both the companies are 
located in different cities and thus can use almost similar names. 

(d) The appropr iat e authority could have rejected the application on t he basis that both the companies have 
d ifferent years of incorporation and both are locat ed in different cities. 

Ans:(b) 

2. In the above, c3se scenario, wh:it oueht to have been the time limit within which Basanti Motorwai3 Private 
Ltd, should have filed the objection for wrong name: 
(a) On or before 9th January, 2021 
(b) On or before 9th January, 2022 
(c) On or before 9t h January, 2023 
(d) They can file the objection at any time 

Ans:(a) 

3. Accordine to above case, a fresh certificate of incorpor:itlon was Issued to the company by the Reelstrar 
after being satisfied with the name change application of the company. Which of the following statements 
is correct in this context? 
(a) The change in name of t he company is said to be complete and effect ive from the date of passing o f 

resolution in the general meeting of members. 
(b) The change in name of the company is said to be complete and effective from the date of issue of fresh 

certi ficate of incorporation by the Registrar. 
(c) The change in name of the company is said to be complete and effective from the date on which 

documents were filed w ith the Registrar. 
(d) The change in name of the company is said to be complete and effective from the date of the order o f 

M inistry of Corporate Affa irs approving t he change of name. 
Ans:(b) 

(MTP 6 Marks Nov 21) (Chapter 4 Share Capital & Debentures) 

Mr. Hari Dutta is an Operation head of North India region of Hilton Ltd. He was a full• time employee of the 
company. Mr. Hari draws a monthly salary of Rs. 1,00,000. On 14th May 2020, Mr. Hari applied for a loan 
of Rs. 10,00,000, to buy 1000 fully paid-up equity shares of Rs. 1000 each in Mohan Limited (holding company 
of Hilton Ltd) . The company refused to e r:int loan to Mr. Harl saylne, he is not eligible for the lo:in for the 
said amount of Rs. 10,00,000. 
Hilton Ltd. is a listed company, authorized by its articles to purchase its own securities. According to the 
balance sheet and Annual statements of the company for the year 2020·21: 
• Issued, subscribed and paid-up Share Capital (20,00,000 equity shares of Rs. 100 each, fully paid-up) 
• Free Reserves Rs. 30,00,00,000 
• The security premium account Rs. 20,00,00,000 
• The secured and unsecured Debt Rs. 50,00,00,000 
• Accumulated losses Rs . so,001000 
Tho company issued a clrcul:,r as it w:inted to buy b:ick sh:ires worth Rs. 10,00,00,000 from tho funds it h:is 
in its free reserve and security premium account, The board of directors pas.sed :, resolution for the s:ime 

on 2sth April, 2021. 
The company has filed with the Rceistrar of Companies a Letter of Offer in e-form SH-8 on 1st May 2021. 
The company had also filed w ith the Registrar of Companies, along with the letter of offer, a declaration of 
solvency. 
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The letter of Offer was dispatched to all the shareholders on 3rd May, 2021 . The company announced to 

avail the buy back offer latest by 10th May, 2021. Many shareholders who approached the company after 
the due date were not considered applicable for this buy back scheme. The shareholders raised strong 
objection on giving just 7 days time to avail the offer by the company. 
A special resolution has been passed at a general meeting of the company authorizing the buy-back of shares, 
which was accompanied by an explanatory statement containing the particulars required to be mentioned as 
per the provisions of the Companies Act, 2013. 

l . The company has planned to buy back shares worth rupees 10,00,00,000. What is the maximum amount 
of equity sharo,s that the company is allowed to buy back based on tho, total amount of o,qulty shares? 
(a) Rs. 2,00,00,000 
(b) Rs . 5,00,00,000 
(c) Rs. 7,00,00,000 
(a) Rs. 8,00,00 000 

Ans: (b) 

2. Suppose the company into,nds to buy back some partly paid o,quity sharo,s. Which of the following 
statement Is correct? 
(a) The company is allowed to buy back partly paid equity shares 
(b) The company is allowed to buy back partly paid equity shares if the total amount of such partly paid 

equity shares does not exceed 2% of the total buy back. 
(c) The company is allowed to buy back partly paid equity shares but it cannot buy back partly paid other 

specified securities. 
(d) All the shares or other specified securities for buy back must be fully paid up. 

Ans: (d) 

3. Some shareholders anc! officers of the company are of the opinion that it was not necessary for the 
company to pass a special resolution in general meeting with respect to buy back. Choose the correct 
reasoning: 
(a) It was not necessary to pass the special resol ution as the approval of Board had already been granted 

for such buy back of shares 
(b) It was necessary to pass special resolution as the amou nt of buy back exceeds ten percent of the total 

paid up equity share capital and free reserves 
(c) It was not necessary to pass the special resolution as the buy back was a uthorized by the articles of the 

company 
(d) It was necessary to pass special resolution as the amount of buy back exceeds fifteen percent of the 

total paid up equity share capital and free reserves 
Ans: (b) 

{MTP 4 Marks March 23) (Chapter 6 Registration of Charges) 

Shiv IT Solutions Ltd. is a company engaged in the business of providing customized software to its clients. This 
software's are usually related to the employee's attendance, leave managomont, salary preparation, tax 
calculation and other matters incidental to HR. 
The company Is having Its own buildine and other infrastructure in Benealuru and also at Brussels, Belgium. 
The company have patent rights over few of its software's and also have the trade mark right over the 
company's logo. 
The company got sanctioned term loan facility of ~ 10 crores from Best Bank ltd on 1st January, 2022 by 
croating a charge on the assets of the company which includes the company's own buildings and intangible 
assets. The charge should have been created by the company within the time prescribed under tho Companies 
Act, 2013 with the Registrar, however, the company could not get registration of charges within the prescribed 
time line. 
Ourlne the course of Secretarial Audit of the company, for the year ended March 20221 It came in the 
knowledge of the Company Secretary in Practice, that charge was not registered with the Registrar. He 
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mentioned it in the report and advised the company to get it registered. However, the Action Taken Report 
(ATR) on the audit objection made by the Company Secretary was not apprised to the Board and no follow up 
was made by the company thereafter. 
B.ink's concurrent auditor ::ind statutory auditor .ilso pointed out this issua .ind narratad th.it since ch.irge w.is 
not cra.itl!d by tha company, hence this adv.ince be, treated as clean adv.ince and intarest rate of clean / 
unsecured advance, which is 22% (as 3eainst the norm:il rate of 11%) should be applied from the date of 
disbursement on the outstanding amount till date. Bank also asked a professional, whether it can eet the 
charge reeistered, at its own, to satisfy the audit objection. 
The Bank applied for registration of charge which was considered by the Registrar and registration of creation 
of charge was granted. The Bank in order to address the audit objections, applied the interest @ 22% on the 
outstanding amount in the loan account of the company. The company aggrieved with the decision of the 
Bank, manaec,d to liquidate, the tarm loans account by raising funds from other sources and flied the 
'Satisfaction of Ch.irge' with the Registrar. 

l. The company can create charge in favour of the lender on the the assets which are: 
(a) Tangible Assets and situated in India only 
(b) Intangible Assets and situated in India only 
(c) Assets that are tangible or otherwise and situated in India or Brussels (Belgium) 
(d) Assets that are tangible or otherwise and situated in India only 

Ans :(c) 

2 . Where the company fails to eet the registration of choree, whether the Best Bank Ltd, in whose favour the 
charge was to be created, can move the application for creation of charge: 
(a) No. It is the responsibility of the borrower company only to get the charge registered in favour of the 

lender. 
(b) If the company do not get the charge registered in favour of the lende r, the lender suo-moto cannot 

move application for registration of charge in its favour. 
(c) The borrower company can be held liable to pay the penalty only. 
(d) Yes. The lender company can move the application for registration of charge in its favou r, if the borrower 

do not get the charge registered with the prescribed time. 
Ans :(d) 

(MTP 6 Marks Oct 21) (Chapter 7 Management & Administration) 

Ramola Textiles is a listed public company with the share capital of ten crores. The share value of the share 
is-: 100/share. The company has maintained the following registers: 
(a) Register of Members indicating separately for each class of equity and preference shares held by each 

member residing in or outside India 
(b) Register of Debenture-holder 

The company has a registered office in Ahemdabad (Gujarat) and its Corporate office is situated in 
Mumbai. Around 17% of members who are equity share holders and 10% of the members who are 
preferential shareholders resides in Jaipur (Rajasthan). So out of these members 9% equity share 
holders and 5% preferential share holder made an application addressed to the company to shift its 
register of members to its liaison office in Jaipur. The company refused the request of the members by 
quoting that the register can only be maintained at registered office of the company. Mr. Raheem, a 
shareholder of the company, wants to sell all his shares in the company and wants to settle abroad. Mr. 

Raheem sold his equity shares to Mr. Ram on 7 th May 2021. After completing all the formalities of 

transfer of shares Mr. Raheem left India on 10th May 2021. After three days span Mr. Ram figured out 
that his name was still not registered in company Register of Members (ROM). The Annual General 

Meeting was scheduled to be held on 25th May 2021. So, Mr. Ram wrote an e-mail to the company 
reg:irding :addition of his name, in ROM. But finally, :after no response from the company, Mr. Ram 

approached the Tribunal to get his name registered in ROM. The Tribunal passed the order on 20th 
May 2021 to enter Mr. Ram's name in register of members of the comp;iny. 
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In the Annual General Meeting (AGM) the company declared to pay 10% dividend to all its shareholders out 
of the profits which it earned in previous financial year. Mr. Krish, a member of the company is holding 1000 
equity shares in the company. Two years back Mr. Krish jointly bought fully paid 1000 equity shares of the 
company, with Mr. Azim, who is also a member of th0 company holding 1000 aquity shar0s. Mr Krish naeds 
to p:>y final call of 'i: 20 per share. 
After the Annual Gener:,I Meeting a report on the meeting including the confirmation to the effect that the 
meeting was convened, held and conducted as per the provisions of the Act and the rules made thereunder 
is required to be filed. A copy of the report was filed with the Registrar in Form No. MGT-15 with prescribed 
fees. 

l . The Tribunal passed an order dated 20.05.2021. Latest by what date should the entry of Mr. Ram's 
n:>me be made in the register of members? 
(a) 25.05.2021 
(b) 27.05.2021 
(c) 30.05.2021 
(d) 31.05.2021 

Ans: (c) 

2. Suppose the Chairman of the company after two days of AGM went abroad for next 31 days. Due to the 
unavailability of the Chairman, within time period prescribed for submission of copy of report of AGM 
with the ree;istrar, the report as required was siened by two Directors of the company, of which one was 
additional Director of the company. Comment on the signine; of t his report of AGM. 
(a) Yes, the signing is in order as the report can be signed by any director in the absence of Chairman. 
(b) No, the signing is not in order as only the Chairman is authorised to sign the report 
(c) Yes, the signing is in order, as in the absence of Chairman at least two d irectors should sign the report. 
(d) No, the signing is not in order, since in case the Chairman is unable to sign, the report shall be signed 

Ans: (d) 

by any two directors of the company, one of whom shal l be the Managing director, if there is one 
and company secretary o f the company. 

3. According to the provision of Companies Act, 2013, till what date the company should submit report of 
AGM to the registrar? 
(a) 04.06.2021 
(b) 09.06.2021 
(c) 24.06.2021 
(d) 25.06.2021 

Ans: (c) 

(RTP Nov '22) (Chapter 7 Management & Administration) 

Shree Tyres Ltd. is an unlisted public limited company. The, company's accounts for the financial year endin,: 
on 31st March, 2022 were finalised and audited by the Statutory Auditor. The meeting of the Board of 
Directors was convened and approved the financial accounts of the company and proposed to convene the 
Annual General Meeting of the shareholders on Thursday, the 25th August, 2022 at 10 am. 
The total number of members is 3500. The Article of the company provides that the quorum for the general 
meeting of the shareholders shall be at least fifty members. On the day of the meeting only 10 members 
were physically present. Even after waiting of 30 minutes, the quorum was not present. Accordingly, the 
meeting was adjourned. According to the provisions of tho Companies Act, 2013, the meeting shall adjourn 
to the same day in the next week at the same time and place. 
However, on the same day in the next week i.e., on Thursday, the 1st September, 2022, the same venue 
(which is a Hotel's Conference Hall) was available from 3 pm only. The Board agreed to conduct the meeting 
from 3 pm and the all the members were informed individually via mail and also published it in the 
newspapers (one in English and another in vernacular language) 
The adjourned meeting started at 3 pm on 1st September, 2022, the quorum r,equired as pert he Articles was 
SO, however 75 members were present. Out of the 75 members attending the meeting 25 persons were 
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having the residence near the venue of Annual General Meeting and rest of the members were staying far 
away. Due to heavy rainfall and scarce availability of public transportation, 40 persons left the meeting so 
that they can reach home on t ime. By that time only the ordinary business resolutions were approved and 
two spacial business agend.>s were pending for approval by the, membc,rs. 

1. In the light of the given facts, the General Mei,tlng of the shareholders was decided to be scheduled . 
Determine by which date the notices to the shareholder should have been given to the members: 
(a) 1st August, 2022 
(b) 2nd August, 2022 
(c) 3rd August 2022 
(d) 4th August, 2022 

Ans: (c) 

2 . Whether adjournment of the general mi,eting of shareholders of Shree Tyres Ltd. for want of quorum, 
was justified as per the requirement of the Companies Act, 2013: 
(a) Yes, it was justi fied, since the quorum was not present w ithin 30 minutes from the time appointed for 

holding the meeting 
(b) No, it was not justified since the waiting time for the arr ival o f the requisite quorum is 30 minutes as 

per the provisions of the Companies Act, 2013, whereas the decision of the adjournment of the meeting 
was just taken after 15 minutes . 

(c) Yes, If the quorum Is not present at the given time (sharp) of mee ting, the meeting stands to be 
adjourned, and there is no requirement of ,vaiting time. 

(d) Yes, it was justified, since the quorum was not present wit hin 45 minutes (as per statutory 
requirement) from the time appoint ed for holding the meeting. 

Ans: (a) 

3. What shall be the quorum for the General Meeting of the Shareholders, where the number of members 
is 3500: 
(a) Five 
(b) Fifteen 
(c) Thirty 
(d) Fifty: 

Ans: (d) 

4. As some members left the meeting, the quorum was not present all thi, time during the Annual General 
Meetini:. The aeendas for special business transactions remained un-approved. What is your opinion: 

(a) The quorum once present in t he beginning of the meeting is enough. 
(b) The quorum should be present all the time when the meeting is in progress. Any items which could not 

approved by members for want of quorum, shall be treated as Nil. 
(c) When the quorum is present in the beginning of the meeting, it may be assumed that all the resolutions 

have been approved, until and unless objected lat er on by the members present therein. 
(d) The Board may seek special written consent from the all the members later on 

Ans: (b) 

{RTP MIi 23 & SM (Ch:ipter 7 Man11gament & Administration) 

Modern limited is a company limited by shares that manufactures furniture items apart from material used 
in modular kitchens. Modern limited ls an unlisted company with a •egistered office in Mumbai, 
Maharashtra. It has a corporate office In Delhi and branch officos throughout the country. Following are 
facts regarding the 18th annual general meeting (AGM) of Modern limited. 
Modern limited is the lead sponsor of the furniture trade event India Furniture EXPO 2022 and a member of 
the Association of Furniture M anufacturers and Traders. Modern limited, on behalf of the Association, 
booked the Expo Hall in Mumbai for the event and also decided to convene its 18th AGM at the same hall 
after the conclusion of EXPO 2022. 
But later, they found that the India Furniture Expo 2022, which was scheduled to be held from September 
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16-19, 2022, had to be postponed as Bombay Municipal Corporation (BMC) continued to occupy the hall as 
a vaccination center. Therefore, Modern Limited has to rethink its plan and now convene its 18th annual 
general meeting on September 27, 2022, at the IMA Auditorium In Delhi, near its corporate office. All the 
members consented to same. Tho notice of the said meeting was posted on September S, 2022, specifying 
place,, date, and day, in additions to business to be transacted. In case of Mr. Ashok, who is dc,clared Insolvent 
but undischare:ed, notice was sent to assienoe, while a wilful omission was made In eivlng noticc In case of 
Ms. Anjum. 
At the meeting, Mr. Singh was elected as chairman of the meeting by a show of hands, while Mr. Manohar 
registered his dissent on the appointment of Mr. Singh as chairman of the meeting and sought a poll to elect 
the chairperson. Mr. Manohar has substantial voting right of company being part of promoter group. A poll 
was held to elect the chairman of the meeting, and Mr. Singh voted twice in his capacity as a member as 
well as chairman while the poll was taking place. Mr. Singh was elected chairman through the, poll as well, 
by overwhelming majority. 
Ms. Varnika, who is not a membc,r of company, attended the meeting ;:,s Mr. Alok's proxy, voted both times: 
when Mr. Singh was elected by show of hands and when he was elected by poll. When she initially voted, 
she raised her hand in favour of electing Mr. Singh as chairman of the meeting, while during the election 
through a poll, she cast a vote against. 
Mr. Manohar raises the question on a vote that is casted by Mr. Singh in his capacity as chairman, hence he 
pass the remarks on him and his allies; which can be considered defamatory in nature. Chairman at his 
opinion, instructed the company secretary to exclude the remarks passed by Mr. Manohar while preparing 
the minutes; but some members raised a voice against the discretion of Mr. Singh, because they find remarks 
didn' t carry any matter which can be considered defamatory, while some other members feel remarks are 
made with intent to defame chairman. 

1. Regarding the notice of meeting given by Modern limited, you are requirC!d to pick the correct option 
in light of provisions of the Companies Act, 2013 and rules notified thereunder. 
I Modern Limited observe the length of notice, as required. 
II Notice shall be given to member irrespective he is solvent, adjudged or declared insolvent, or 

discharged insolvctnt; Modern Limited committed ddault 
Ill Notice shall be given to assignee of insolvc,nt member, Modern Limited correctly did so 
IV Willful omission in giving notice will Invalidate the proceeding of the meeting in case of Modern 

Limited 
(a) 
(b) 
(c) 
(d) 

Only I, II and IV are correct 
Only Ill and IV are correct 
Only I is correct 
Only IV is correct 

Ans: (b) 

2. Regarding the place of 18th AGM of Modern Limited, decide whether applicable, provisions violated or 
not; in light of provisions of the Companies Act, 2013 and rules notified thereunder. 
(a) Violation, because Modern Limited shall convene and conduct AGM only at its registered office 
(b) Violation, because AGM shal l be held either at the registered office of the company or at some other 

place within the city, town or village in which the registered office of the company is situate 
(c) No violation, because AGM shall be held either at the register or corporate office of the company or 

even at some other place within the city, town or village in whi ch the registered or corporate office 
of the company is situate 

(d) 
Ans: (d) 

No violation, because AGM of the said company may be held at any place In India 

3. Regarding vote casted by Ms Varnika, which of following statements hold truth; in light of provisions of 
the Companies Act, 2013 and rules notified thereunder. 
(a) Being proxy Ms. Varnika is not al lowed to cast vote on a pol l, while she can cast vote by show of hand 
(b) Being proxy Ms. Varnlka is not allowed to cast vote by show of hand, v,hile she can cast vote on a poll 
(c) Despite being non-member Ms. Varnlka can be proxy, but can't cast vote either by show of hand or 

on a poll 
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(d) Ms. Varnika can cast vote in both the cases; by show of hand as well as on a poll 
Ans: (b) 

4. Racarding the, inclusion/exclusion of the, rc,marks by Mr. Manohar, advica the, comp:>ny secretary; which 
of the following statc,mant hold truth, in light of provisions of the Companies Act 2013 and rulc,s notified 
theraunder. 
(a) Mr. Manohar' s remark shal l be included in minutes because minutes shall contain fair 

summary of the proceedings. 
(b) Mr. Manohar's remark shall be excluded from minutes because remarks are made with intent to 

defame chairman, the chai rman's opinion of incl usion and exclusion is immaterial in such case. 
(c) Mr. Manohar's remark shall be excluded from minutes because chairman has 

absolute discretion to exclude any matter which is defamatory in his opinion 
(d) Mr. Manohar's remark shall be incl uded In minutes because many members challenge the chairman's 

opinion and feels remarks were not defamatory. 
Ans:(c) 

(MTP 6 Marks Aeril 23l_lChapter 8 Declaration & Pa ment of Dividend 

Waste Papers Ltd. is company engaged in the business of collecting waste papers and old newspapers and 
manufacture from these wastes the corrugated boxes which are used in packing of the products by various 
suppliers. 
The company is earning good profit margin and paying dividend consistently, which can be scaen by the 
following Information: 

(<: in Lakh) 
Year Payment of dividend Paid-up share capital Free Reserves 

2012-13 to 2017-18 10 100 45 
2018-19 15 100 ' ' 60 
2019-20 20 100 75 
2020-21 22 100 95 
2021-22 24 100 120 

During the year 2022-23, the company's business was severally affected due, to low demand of the corrugated 
boxes on account of rc,cesslon situation (slow- down of economy) prevailing all over the country. The company 
showed a loss of" 20 lakh in the annual accounts. 
However, the company wants to maintain its imaee of consistently dividend payine company and for this year 
also, it also wants to declare dividend. The company have accumulated free reserves in its hand and want to 
dl!clarl! dividl!nd@ 26% (sine!! thl!rl! is incrl!asing trl!nd of 2% from th!! prl!cl!ding yl!ars). 
During the year 2022-23, Somesh, a shareholder of the company died due to cardiac arrest. He was having 
10,000 shares in his D-mat account in which he has made nomination in favour of his son Ramesh. When 
Romesh applied for tr:>nsmlsslon of the, sharc:s, his sister Sanjana, objc,ctcd :>nd filed a case in the court that 
she also has right in the property of her father and mere making of nomination do not dilute the rights of the 
lcg:il heirs to claim share in the property. The matter is sub-Judice in the court of law awaiting decision. 
The company has business dealing with Mahesh Kumar, who is also a shareholder of the company. The 
company has supplied some goods to Mahesh Kumar worth '{ 10,000, but he was not making payment to the 
company. The company while making payment of the dividend to Mahesh Kumar deducted the due amount, 
and as a result, nothing was payable to Mahesh Kumar towards the dividend. Mahesh Kumar threated to take 
action against the company. 
Based on the above facts, :inswer the following MCQs 

1. Whether Waste Papers Ltd, who suffered losses In year 2022-23, can m:,ke payment of dividend to the 
shareholders: 
(a) In case of losses, the company can't pay dividend 
(b) Company may pay dividend out of profits of previous years {which are free reserves), subject to the 

ful filment of conditions prescribed for declaration of dividend when there is inadequacy of profits in a 
particular year 

(c) Company may dividend out of Asset Revaluation Reserve Account 
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(d) Company may dividend without any restriction as it has enough amount in its Free reserves 
Ans: (b) 

2. RomC!sh {son of the deceased) m:ide " complaint, that even after decl;,ration of dividend, the comp;,ny 
has not posted tho dividend worrant at the address giv<ln In his transmission form. Which is the most 
corrcct statement in this reeard: 
(a) The company is not liable to pay dividend to a deceased person 
(b) The company is not liable to pay dividend to the legal heirs of the deceased person 
(c) The company should deposit the dividend in the court, where the matter is under consideration 
(d) The company is not liable where there is a dispute regard ing the right to receive the dividend. 

Ans: (d) 

3. In the eiven case, the amount due to be recoverC!d from Mahesh Kumar was deducted by the company 
and nothing was now payable to him on account of dividend. Is the action of thC! compony rieht: 
(a) No, payment of dividend is a separate matter and should not be clubbed with any other matter 
(b) Yes, Mahesh Kumar can take action against the company for not paying any dividend to him 
(c) The company can adjust the any sum, due to it, from the shareholder 
(d) The company should take into confidence and consent of Mahesh Kumar's family members to adjust 

its dues 
Ans: (c) 

(RTP May '22 & SM) (Ch3pter 8 Declaration & P.,yment of Dividend) 

Perfect Tyres and Rubbers Ltd . is a listed entity engaged In the business of manufocturing of tyres and tubes 
for lieht and Heavy Commerciol Vehicles. During the financial year 2019-20, the company has declared Interim 
dividend of 5% on the equity shares in its Board meeting held on 17th October, 2019, out of the profits earned 
during the first quarter of FY 2019-20. Further, the Board of Directors of the company after reviewing results 
of the fourth quarter of FY 2019·20 again recommended for second Interim Dividend@ 5% on 25th April, 2020. 
The Board of Directors of the company approved the financial result for the FY 2019·20 in its meeting held on 
5th August, 2020, and recommended a final dividend of 15% (including thC! Interim dividends paid earlier) in 
this board meeting. The general meeting of the shareholders W3S convened on 31st August, 2020. The 
shareholders of the company demonded that since interim dividend @10% ( 5% + 5%) W3S declared by the 
compony, so the final dividend should not be less than 20°/4 (including the interim dividends). When the 
Company Secretary emphasised that final dividend cannot exceed, what the Board of Directors have 
recommended in their board meeting, some of the shareholders boycotted the meeting and moved out of the 
meeting hall, in protest of the company's decision. However, the agenda for declaration of the dividend was 
passed unanimously by rest of the shareholders present in the meeting hall, fulfilling the criteria of 
requirement of quorum, as per the provisions of the Companies Act, 2013. 
After approval of the shareholders, the dividend amount was paid to the shareholders, however dividend to 
some of the shareholders could not be paid within the prescribed period for v:,riety of reasons. The company 
transferred the unpaid dividend amount to a sep:ir:itc bank account on 15th October, 2020. 
The details of the unpaid dividend amount for the previou.s year's lying in the unpaid dividend account is as 
under: 

s. Dividend Date of Date when the Amount lying in the 
No. pertaining to the FY dccl:ir:ation of amount was Unp:iid Dividend Account 

Dividend tr:insferrcd to Unpaid (~ in lakhs) 
dividend Account 

1 2019-20 31.08.2020 15.10.2020 92.50 
2 2018-19 25.08.2019 28.09.2019 85.14 
3 2017-18 20.08.2018 22.09.2018 80.00 
4 2016-17 05.09.2017 07.10.2017 75.25 
5 2015-16 01.09.2016 04.10.2016 45.15 
6 2014-15 07.09.2015 09.10.2015 35.26 
7 2013-14 05.05.2014 08.06.2014 15.10 
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s. 1 2012-13 1 06.06.2013 1 os.01.2013 1 01.2s 

Sustram, one of the investors who is holding 1000 shares in physical form, by visiting web- site of the company, 
came to know that company had declared the dividends in some previous years, but have not been paid to 
him. This happened due to the fact the company was not having his current address and bank account details. 
Sustram approached the company, along with all the supporting evidence to his claim and demanded the 
dividend amount. 
The company after bc,lng satisfied, paid all the dividend amount pc,rtalnlng to tho FY 2013·14 to FY 2019-20. 
However, for FY 2012-13, the company informed that since the amount of dividend has been transferred to 
Investor Education and Protection Fund, it cannot be taken back now. Aggrieved from this, Sustram threatened 
the company officials to take appropriate legal action. 
Based on the above facts, answer the following MCQs: 

1. When the shareholders demanded for increase in the rate of dividend, but since the shareholders cannot 
Increase the rate of dividend what the Board of Directors have recommended, some of them walk<ld out 
of tho meeting h:all. What shall b<l th<l consequences of it: 
(a) If, even after boycott, quorum Is present, a il the time during the course of general meeting and they 

have approved with majority, the rate recommended by the Board sha ll be treated as approved. 
(b) Members present at the beginning of the meeting shall remain present all the time during the general 

meeting, to approve any agenda, else it will be treated as nullified. 
(c) The approval of the dividend is an ordinary business resolution of the company, so if some of the 

members have boycotted the meeting, it will have no effect, even if the quorum is not present. 
(d) The recommendation of the Board of Directors of the company relating to the rate of dividend shall 

stands withdrawn. 
Ans :(a) 

2 . At which date, the unpaid dividend not claimed by the shareholders, shall be transferred to a separate 
bank account, in the above ease: 
(a) On 5th August, 2020 (the date of Meeti ng of Board) 
(b) On 31st August, 2020 (the date of Meeting of Shareholders) 
(c) On 30th September, 2020 (the date, after 30 days from the meeting of shareholders) 
(d) Latest by 7th October, 2020 (within seven days from the date of expiry of 30 days) 

Ans :(d) 

3 . The company transferred the amount of unpaid dividend to a separate bank account on 15th October, 
2020. 
What is the interest liability on the part of the company? 
(a) No liabil ity. 
(b) Interest @ 10% p.a. on so much of the amount as has not been transferred to the Unpaid Dividend 

Account. 
(c) Interest @ 12% p.a. on so much of the amount as has not been transferred to the Unpaid Dividend 

Account. 
(d) Interest @ 15% p.a. on so much of the amount as has not been transferred to the Unpaid Dividend 

Account. 
Ans :(c) 

4. In the given case, when and how much amount, the company shall transfer the funds to the Investor 
Education :and Protection Fund: 
(a) Four years after 01.09.2016; Rs 45.15 lakh 
(b) Five years after 07.09.2015; Rs 35.26 lakh 
(c) Six yea rs after 05.05.2014; ii: 15.10 lakh 
(d) Seven years after 08.07.2013: ii: 07.25 lakh 

Ans :(d) 

CSlO (MTP 6 Marks Apr 21) (Chapter 9 Accounts of Companies) 
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Sehzad Color Limited (SCL) was incorporated on 12th August 2018 with its registered office situated in 
Dehradun and branch offices at Delhi and Jaipur. The company was engaged in the business of manufacturing 
herbal products used as cosmetics. The company had prepared its "books of accounts" and other relevant 

books and records and financial statements for the year ending 31st March 2019. 
The company maintains its books of accounts on a double entry system of accounting on an accrual basis 
and keeps the books of account and other relevant books and papers and financial statements in the city of 
Jaipur in Rajasthan, which happens to be its major branch office. 
Gradually, the activities of tho company grow and It opened its first branch office outside, India in Colombo, Sri 
L:inka. The business st:irted developing well and necess:iry records and documents Including the books of 
account of the branch were maintained. One of the Directors, Mr. Mac, felt it necessary to inspect the books 
of account and other relevant documents maintained at Colombo branch. However, due to his busy schedule, 
he could not personally inspect the records and accordingly sought necessary financial information through his 
attorney holder. 
The board of directors of the company had entrusted Ms. Anjali, the General Manager of the Company to 
fulfil all the duty with regard to the complying with the provisions of the comp:iny law in relation to 
maintaining thc books of account, place of keeping the books of account, time period for prc,sorvation of 
books and :,II relev:int papers and such things as prescribed under the Companies Act, 2013 in this regard. 
In view of the aforesaid scenario relating to "books of account" of SCL, answer the following questions: 
Multiple Choice Questions 

1. As observed in the ease scenario above, Mr. Mac (a director) has sought financial information 
maintained outside the country (i.e. financial information relating to bo-oks of account maintained in 
Colombo). C:in a director do so under the provisions of the Companies Act, 2_013? 
(a) A director can inspect and seek Information from any Branch of the Company located w ithin the 

country only. 
{b) The director can seek the information through h is attorney hol der with respect to financia l 

information maintained outside the country also. 
(c) The director can seek the information only ind ividually and not through h is attorney holder w ith 

respect to financial information maint ained outside the country. 
(d) The director can seek the information through his represen tative w ith wespect to financial information 

maintained outside t he country. 
Ans: (c) 

2. With regard to preservation of the books of SCL, the books of accounts for the FY 2018·19 needs to be 
kept in good order until at least which of the following years? 
{a) FY 2025-26 
(b) FY 2026-27 
(c) FY 2027-28 
(d) FY 2028-29 

Ans: (b) 

3. The board of directors of the company had entrusted Ms. Anjali, the General Manager of the Company 
to fulfil all the duty with regard to complying with the provisions of the company law in relation to 
maintaining the books of account. Which of the statement is correct with respect to entrusting Ms. 
Anjali for maintaining the books? 
(a) Only the Managing Director can be entrusted to take all reasonable steps to secure compliance by 

t he company with the requirement of maintenance of books of account etc . 
(b) Only the Managing Director or any Whole tim e director can be entrusted to take all reasonable st eps 

to secure compliance by the company w ith the requirement o f maintenance o f books of account etc. 
(c) Only Whole time director {in charge of finance) or Chief Financial Officer can be entrusted to take all 

reasonable steps to secure compliance by the company with the requirement of maintenance of 
books of account etc. 

(d) Only the M anaging Director or the Whole time director {in charge of finance) or Chief Financial Officer 
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or any other person of a company charged by the Board with the duty can be entrusted to take all 
reasonable steps to secure compliance by t he company with the requirement of maintenance of 
books of account etc. 

Ans: (d) 

cs 11 (MTP 6 Morks Sc, '22) (Cha ter 9: Accounts of Com anies) 

The, aggrc,gate value, of the paid-up share, capital of Sai Ram Limited, a listed company, was 'I: 200 crorc divided 
into 20 crore equity shares of ll:10/· each at the end of the financial year 2021-22 h3ving its rei:lstered office at 
Pune. This company had been registered with an authorised share capital of~ 300 crore divided into 30 crore 
equity shares of ~10/· each. The company has very good reputation in compliance of all legal requirements on 
time. The company produces health related products such as ayurvedic medicines, medical instruments, 
sanitizers, masks, medical soaps etc. The extract of Balance Sheet of the company as on 31st March, 2022 
showed the following figures-

Particulars Amount (~ in crore) 
Free reserves creatc,d out of profits 200 
Securities Premium account 80 
Credit balance of Profit & loss account 50 
Reserves created out of revaluation of assets 25 
Miscellaneous expenditure not written off 10 

Turnover of the, company during the financial year 2021-22 was 'I: 700 crore and the, net profit calculated In 
accordance with section 198 of the Companies Act, 2013 with other adjustments as per CSR Rules was "4 crore 
only. 
The Board of Directors of the company constituted of the following persons as directors- a Chartered 
Accountant 'Sai Ram' as the Managing Director, 'Roshan' and 'Prachita' as independent directors, 'Hari Om', 
'Bindu', ' Reddy' and 'Komal'. Prakash, Chief compliance officer of the company informed the Board on 20th 
April, 2022 that the company attracts the provisions of section 135 of the Companies Act, 2013 and all the 
formalities have to be complied with accordingly. Thereafter, on 30th April, 2022 a CSR committee was formed 
to act and comply the provisions of Corporate Social Responsibility. 
The company proposed a list of activities to spend 4% of the 3verai:e net profits of the company made durini: 
the three immediately preceding financial years in pursuance of its CSR Policy as under -
1. The CSR projects for the benefit of employees of the company and their families only. 
2. A contribution of~ 10,000/· to a political party under section 182 of the Companies Act, 2013. 
3. A contribution to the PM CARES Fund during Covid pandemic. 
4. l ocal activities like promotion of child and women education. 
5. Activities carried out for fulfilment of any other statutory obligations under any law in force in India. 
6. CSR projects undertakc,n through a Section 8 company. 

On the, basis of above facts and by applying applicable provisions of Companies Act, 2013 and the, applicable 
Rules therein, choose the correct answer. 

1. Prakash, Chief compliance officer of the company informed the Board on 20th April, 2022 that the 
company attracts the provisions of section 135 of the Companies Act, 2013. On what basis of the following 
he arrived at this conclusion • 

(a) On the basis of turnover of the company. 
(b) On the basis of turnover and net profit of the company taken together. 
(c) On the basis of net worth of the company. 
(d) On the basis of net worth and turnover of the company taken together. 

Ans: (c) 

2. For the purpose of section 135 of the Companies Act, 2013, the net worth has to calculated as defined 
under section 2(57) of the Act. In this context, which of the following statements is correct with reference 
to the above case -

(a) The net worth of Sai Ram Limited during the financial year 2021-22 w as 'l:520 crore. 
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(b) The net worth of Sai Ram Limited du ring the financial year 2021-22 v✓as ~530 crore . 
(c) The net worth of Sai Ram Limited during the financial year 2021-22 was ~555 crore. 
(d) The net worth of Sai Ram Limited during the financial year 2021-22 v✓as ~620 crore. 

Ans: (a) 

3, Sai Ram limited constituted a Corporate Social Responsibility Committee :as per the provisions of the Act 
and Companies (Corporate Social Responsibility Policy) Rules, 2014 1 therein consisting of• 
(a) Sai Ram, Hari Om, Bindu and Reddy 
(b) Ha ri Om, Bindu, Reddy and Prakash 
(c) Sai Ram, Hari Om, Bindu and Prakash 
(d) Sai Ram, Hari Om, Bindu and Roshan 

Ans: (d) 

cs 12 (RTP No11 23l(Chapter 9 Accounts of Companies) 

Bharat Sanskar limited having its registered office at Haridwar, is a listed public company. It Is registered 
with an authorised share capital of'( 300 erore divided into 30 crore equity shares of'( 10/- each. The paid
up share capital of the company Is 't' 200 croro divided into 20 croto equity shares of~ 10/· each. The company 
is very renowned in manufacturing and supplying devotional items such as high-quality worship materials, 
fragrances, various types of decorative goods, idols etc. 
The Board of Directors of the company constituted of Sagar as the Managing Director and Harl, Rahi, Sansar 
& Nabh as directors of the company. In the company Raju was holding the post of Company Secretary, Sonu 
designated as Chief Financial Officer and Motl as Assistant Accountant. The company prepared its Financial 
Statement for tho yeilr 2022 ·23, the Board of Directors approved the same and it w.1s signed by the 
concerned authorities and thereafter submitted to the auditors on 10th May, 2023 for their report. The 
turnover of the company was ~ 100 crore during the year 2022·23. The auditor's report was duly received 
and the annual accounts with Board's report and all necessary annexures were ready on 15th July 2023 after 
complying with all the formalities as per company law. 
The Board Meeting was called on 25th July, 2023 and the Annual General Meeting was fixed on 20th August, 
2023. At the Annual General Meeting the Financial Statement along with all annexures was duly received 
and adoptod by the members present. Howov.,r, the, company could not file copies of financial statement 
along with all the documents annexed to tho financial statcmi,nt adopted at tho Annual General Meeting, 
with tho Reeistrar. 
It is also informed that in April, 2023, the company had destroyed all the books of account together with 
relevant vouchers up to financial year ending on 31st March, 2018. 
On the basis of above facts and by applying applicable provisions of the Companies A~, 2013 and the 
applicable Rules therein, choose the correct answer (one out of four) of the following queries given herein 
under: • 

1. The Companies Act, 2013 provides th:1t the financial statement should be approved by the Board of 
Directors, signed by the prescribed authorities and submitted to the auditors for their report. Accordingly, 
the financial statements of Bharat Sanskar Limited shall be signed by: 
(a) Sagar, Raju and Sonu 
(b) Sansar, Hari, Raju and Sonu 
(c) Sagar, Sansar, Raju and Moti 
(d) Sagar, Sansar, Raju and Sonu 

Ans: (d) 

2. As per provisions of oomp:,ny law, the Board's report with annexures thereto of the gbove company is 
required to be duly signed by· 
(a) Sagar only 
(b) Sagar and Hari 
(c) Sagar and Raju 
(d) Sagar and Sonu 

Ans: (b) 

Case Scenarios 



3. In the above case scenario, the company failed to file copic,s of financial statement along with all the 
documc,nts annexed to the financial statement adopted at the Annual General Meeting with the 
Rc,gistrar. In this context, which of the following statc,ments is corrac:t? 
(a) Sagar, Raju and Sonu shall be liable to a penalty. 
(b) The company, Sagar and Raju shall be liable to a penalty. 
(c) The company, Sagar and Sonu shall be liable to a penalty. 
(d) Sagar, Raju and Sonu shall be liable to a penalty. 

Ans: (c) 

4. As per provisions of the Companies Act, 2013, the act of the company In destruction of all books of 
account togather with rc,levant vouchers was not correct because -
(a) The books of accounts etc. re lating to a period not less than 6 preceding financial years are required to 

be kept in good order. 
(b) The books of accounts etc. relating to a period not less than 8 preceding financial years are required to 

be kept in good order. 
(c) The books of accounts etc. relating to a period not less than 10 preceding financial years are required 

to be kept in good order. 
(d) The books of accounts etc. relating to a period not less than 12 preceding financial years are required 

to be kept in good order. 
Ans: (b) 

cs 13 (MTP 10 Marks July'24 & SM) (Chapter 9 Accounts of Companies) 

GlobalTech Pvt. Ltd., a technoloey elant with operations In softw:irc devefopmcnt, hardw:ire m:inufacturlng, 
and IT consulting, has recorded significant financial growth over the past few years. For the financial year 2023-
2024, the company reported the following financi3I metrics: 

• Net worth: ~ 520 crore 
• Turnover: ~ 1,050 crore 
• Net profit:~ 4.5 crorc 

In the financial year 2022-2023, GlobalTech Pvt. Ltd. had a net worth of II: 480 crorc, a turnover of" 1,020 crore, 
and a net profit of" 4 crore. The company has o subsidi:iry, TechSubs Ltd., and a forelen subsidiary, GlobalTech 
International, which has a branch office in India. 
GlobatTech Pvt. Ltd. spent~ 1.2 crore on various CSR activities during the financial year 2023-2024. However, 
~ 30 lakh remained unspent and was transferred to the Unspent Corporate Social Responsibility Account as 
per section l3S(6) of the Companies Act, 2013. 
The company's board comprises members from different parts of the country and they ensure that the 
administrative overheads do not exceed the prescribed limit of total CSR expenditure. 
The company held its annual general meeting on 20th August, 2024 and filed the annual return in compliance 
with the provisions of the Companies Act, 2013. 
On the basis of above facts and by applying applicable provisions of the Companies Act, 2013 and the applicable 
Rules therein, choose the correct answer (one out of four) of the following Multiple Choice Questions given 
herein under: • 

l . Based on the financial metrics of GlobalTech Pvt. Ltd., is the company required to constitute a Corporate 
Social Responsibility (CSR) Committee for the financial year 2023-2024? 

(a) Yes, because it s net worth exceeds~ 500 crore. 
(b) No, because it has not met the required net profit criteria. 
(c) Yes, because its turnover exceeds 'i: 1,000 crore. 
(d) No, because its net profit is less than'{ S crore. 

Ans: (c) 

2. Given that GlobalTech Pvt. Ltd. has~ 30 lakh in its Unspent Corporate Social Responsibility Account, which 
of the following statements is true? 

(a) The company is not required to constitute a CSR Committee if it has unispent CSR funds . 
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(b) The company must constitute a CSR Committee in Financial year 2024-2025, as it has balance in Unspent 
CSR account. 

(c) The company can use the unspent funds for any other business activity. 
(d) The company must transfer the unspent amount to the Prime Minister·•s National Re lie f Fund. 

Ans: (b) 

3. If GlobalTech Pvt. Ltd. had an average net profit of ~ 5 crore over the pas.t three immediately preceding 
financial years, what is the minimum amount it must spend on CSR activities in the financial year 2024· 
2025? 

(a) ~ 5 lakh 
(b) ~ 10 lakh 
(c) ~ 20 lakh 
(d) ~ 30 lakh 

Ans: (b) 

4. GlobalTech Pvt. Ltd. must ensure that the administrative overheads do not exceed a certain percentage of 
the total CSR expenditure. What is this percentage? 

(a) 2% 
(b) 5% 
(c) 10"/4 
(d) 15% 

Ans: (b) 

S. What is the latest date by which GlobalTech Pvt. Ltd. must it file its annual return with the Registrar of 
Companies (RoC)? 

(a) 10th September 2024 
(b) 15th September 2024 
(c) 10th October 2024 
( d) 19th October 2024 

Ans: (d) 

cs 14 (MTP 6 Marks Mar 21 & May 20) {Chapter 9 Accounts of Companies) 

Krlshnakant limited was Incorporated on 24th September, 2010 under the jurisdiction of Registrar of 
Companies, Rajasthan with its registered office located in Jaipur and its m11nufacturing units spread out in 
Mumbai, Kanpur, Delhi and Ludhiana. Under the dynamie leadership of Hans Rajpal, the Chairman and 
Managing Director (CMD) of the company, the company had reached new heights of success. The directors 
of the company numbered eight including CMD out of which two were the independent directors. 
The turnover of the company for the Financial Year 2019-2020 was Rs. 750.00 crores - a whopping rise of more 
than 20% from the previous year and the net profit stood at an impressive figure of Rs. 6.60 crores - an increase 
of Rs. 1.80 crores as compared to the net profit of the previous ye:ir. The company h:id a net worth of Rs. 
250.00 crores; and it was noticed th:,t the net worth had also registered a northern• 
western trend by more than 15%. The authorised and paid-up share capital of the company was Rs. 
8.00 crores. Keeping in view the applicability of forming a CSR Committee for the current financial year 2020· 
21, a CSR Committee was formed with four directors as members of which one was an independent director. 
The Committee was, among other objectives, given the responsibility of formulating and recommending to 
the Board, a Corporate Social Responsibility Policy which would indicate the activities to be undertaken by 
the company within the framework specified in Schedule VII. 
As the company has huge profits it has proposed a dividend@ 10% for the year 2019-20 out of the profits of 
current year. 
The company plans to diversify Its business by adding another segment to m:inufacture steel utensils and 
therefore, is desirous of shifting its registered office to Mumbai from Jaipur which will help the company in 
carrying on the new business for effectively. Another strategically important segment which the company 
tapped earlier and now wishes to engage itself in on a large scale relates to manufacturing of stationery 
items. 
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During the current Financial Year 2020-21, the company provided ample support for improvement of 
infrastructure in schools established at Mumbai, Kanpur, Delhi and Ludhiana as part of its CSR activities. In 
addition, the company contributed towards establishment of Digital Smart Classroom, Ubraries and 
computer labs in those cities. Tho company also deployed mobile medical units oquippod with medical 
facilities and qualified doctors. In addition to this a largo number of public health and sanitation activities 
had been Initiated undor Swachh Bharat Abhiyan. The total amount spent on those activities was, till date, 
almost equal to the minimum amount prescribed and it is hoped that as the current Financial Year 2020·21 
approaches its end, the total spending on CSR activities will certainly exceed t he budgeted figure. 

1. Which of the following factors would have prompted Krishnakant limited to mandatorily form a 
Corporate Social Responsibility (CSR) Committee for the current financial year? 
(a) The net profit had increased to Rs. 6.60 crores and it was more by Rs . 1.80 crores in 

comparison to previous year's net profit. 
(b) The turnover was Rs. 750.00 crores which was an Increase of more than 20% as compared to the 

previous year. 
( c) The net worth ,,vas Rs. 250.00 crores which when compared to the previous year had registered an 

increase by more than 15%. 
(d) 

Ans: (a) 
The paid-up share capital was Rs . 8.00 crores. 

2. What Is the minimum amount (in percentaee) that Krishnakant Limited is required to spend during the 
Financial Year 2020-21 on the CSR activities? 

(a) 2% of the average net profits made during the n,vo immediately preceding fina ncial years. 
(b) 2% of the average net profits made during the three immediately preceding financial years. 
(c) 2.5% of the average net profits made du ring the two immediately preceding financial years. 
(d) 2.5% of the average net profits made during the three jmmediate.ly preceding financi al years. 

Ans: (b) 

3. In the given case scenario, Krishnakant limited decidcid to undertake CSR :activities on Its own. In case, 
it had decided to engage an extern:>! Section 8 company for undertaking its CSR activities and such 
charitable company is not est.ablished by Krishnakant limited nor it is established by the Central/State 
Government or by any entity established under an Act of Parliament or a State legislature, then what 
should be the established track which this Section 8 company should have in undertaking similar 
programs or projects which Krishnakant limited wants it to accomplish? 

(a) Track record of minimum one year 
(b) Track record of minimum two years 
(c) Track record of minimum three years 
(d) Track record of minimum four years 

Ans: (c) 

cs 15 (MTP 6 Marks Mar 22 & Sep 23) (Chapter 10 Audit & Auditors) 

Sourabh Publishers Ltd., a listed entity, passed a resolution in its Board meeting for appointment of Jain & 
Jain, a Chartered Accountants firm, as Statutory Auditor of the company. The company obtained the 
consent in writing from Jain & Jain and also placed this recommendation before the general meeting of the 
shareholder and got it approved. 
The company thereafter Informed the CA Firm about their appointment and also filed a notice of 
appointment with the Registrar of Companies within the prescribed time. 
Jain & Jain, Chartered Account:ants firm is having 3 partners namely, Mrldul" Jain, Shyaml:> Jain, Parul Jain . 
In this firm Mayank Jain and Shashank Jain were associates and were being paid on case-to-case basis and 
not on fixed salary. 
Prior to the appointment of Jain & Jain, the previous auditor was Agrawal Jain & Associates. In this CA firm 
there were 6 partners namely, Prashant Agrawal, Vikas Agrawal, Vishal Agrawal, Vyom Agrawal, Mayank 
Jain and Shashank Jain . 
Mayank Jain and Shashank Jain were common persons in both the firms. 
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While working with Sourabh Publishers Ltd., Jain & Jain started facing a lot of issues with the management 
of the company. After some time, due to these disputes with the management, Jain & Jain resigned from 
the company. 
Multiple, Choice Questions 

1. The newly appointed CA Firm (Jain & Jain) and retirine CA Firm (Aerawal Jaln & Associates) have common 
persons i.e., Mayank Jain and Shashank Jain. Whether the appointment of Jain & Jain in Sourabh 
Publishers Ltd. is valid as per the provisions of the Companies Act, 2013 
(a) It not valid since both the CA Firms (New and Old) have common persons 
(b) Mayank Jain and Shashank Jain are the associates in Jain & Jain and not the partners, hence 

appointment of Jain & Jain, is valid 
(c) Jain & Jain should expel Mayank Jain and Shashank Jain in order to retain its appoint ment 
(d) Agrawal Jain & Associates should expel Mayank Jain and Shashank Jain 

Ans :(b) 

2. What would have been the position if, Mayank Jain and Shashank Jain are partners in Jain & Jain: 
(a) The position will remain the same as MCQ 1 above 
(b) There shall be no change, and Jain & Jain may continue as audit firm 
(cl The appointment of Jain & Jain would not have been in terms of the provisions of the Companies Act, 

2013 
(d) The company may obtain permission from the shareholders in the general meeting by way of Special 

Resolution for continuation of appointment of Jain & Jain 
Ans :(c) 

3. In the given case, Jain & Jain due to some dispute with the management on some Issues resigned from 
the company. Choose the correct option in respect to filling of this vaeaney: 
(a) Jain & Jain cannot resign and has to hold the office till t he conclusion of the next annual general 

meeting 
(b) The resignation is tendered by the auditor, t he Board of Directors shall appoint new auditor within 30 

days and such appointment shall also be approved by the shareholders in the general meeting within 
3 
months of the recommendation of the Board 

(c) This vacancy of auditor can be filled by the shareholders in consultation of the Central Government 
(d) This vacancy of auditor can be filled by the Board of Directors in consultation of the Comptroller and 

Auditor-General of India 

Ans :(b) 

(MTP 6 Marks Mar 21) 

Kaisha Packers and Movers Limited, a reliable and well-established company, was incorporated on 20th 
September, 2014 with an :,Jm to provide convenient :,nd innovative ways of moving customers' household 
items, re-location of businesses and offices, shiftlne of vehicles, etc. In the northern reeion. Their services 
have been professionally desiened to ensure maximum customers satisfaction. The company had been 
formed by the directors Kashi Sharma, Pranav Chaturvedi, Abhinav Mehra, Anoop Bhargava and Vikash 
Kumar whose friendship had developed during their college days. Due to hard work and their business 
acumen, the promoters had successfully created a niche for themselves amidl cut-throat competition. 
The company has a fleet of over 500 vehicles, 55 branches, professionals and technical and non • technical 
employees. Over a period of time, Kaisha Packers and Movers has become a trusted brand and prospective 
customers prefer to engage it whenever they want to re-locate their offices or homes since services are 
provided in 3 convenient and cost-effective, m3nner. 
The authorised capital of the, company is Rs. 150.00 lacs divided into 15,00,000 equity shares of Rs. 10 each. At 
the time of incorporation, its paid-up capital was Rs. 1,00,00,000 and there were SO shareholders. The 
registered office of the company is situated in Hyden Park, Bangalore. 
With a view to provide world-class relocation and moving solutions throughout the country, the directors 
decided to enlarge the capital base of the company. During the mid of the current financial year, it offered 
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remaining S,00,000 shares to another 120 persons at a premium of Rs. 10 per share on private placement 
basis. Among others, Ruchi, a freelance software consultant and her younger sister Rumi, a management 
consultant in Info Solutions Limited which is well-known company for its high ex_port turnover, were also 
identified as the prospective, subscribers. However, they requested the company to offer them only the 
minimum number of sharcs. Similar rcquests were also received from another twelve persons. Their 
requests were eiven due, consideration by the directors. All the identified persons who were offered shares 
paid the required amount (including premium) as per the terms of the offer. The allotment of the shares 
was made much before the statutory period. 
Immediately after the aforesaid allotment of shares, the company rolled out its expansion plan as envisaged 
earlier and utilised the funds so obtained for the requisite purpose. However, the company is desirous of 
tapping more prospective investors by offering them equity shares on private placement basis during the 
remaining part of the current financial year. For this purpose, it Is proposed to , ncreasc the authorised capital 
from the present Rs. 150.00 lacs to Rs. 300.00 l:,cs. In addition to the further allotment of shares on private 
placement basis, the company is also contemplating to raise deposits from the members. However, Kashi 
Sharma and Anoop Bhare:ava are of the opinion that the company should consider raising of deposits only 
in the next financial year since the funds already raised need to be properly utilized 

1. According to the case scenario, the company is desirous of raising deposits. from its members to augment 
the funding requirements. In case, the company also contemplates to raise deposits from public in 
addition to its members, which of the following option is applicable: {Chapter S Acceptance of Deposits by 
Companies) 
(a) In order to raise deposits from public besides members, the compa ny should have net worth of 

minimum Rs. 100 crores and a tu rnover of minimum Rs. 500 crores. 
(b) In order to raise deposits from public besides members, the company should have net wo rth of 

minimum Rs. 150 crores and a turnover of minimum Rs. 250 crores. 
(c) In order to raise deposits from public besides members, the company should have net worth of 

minimum Rs. 150 crores or a tu rnover of minimum Rs. 750 crores. 
(d) In order to raise deposits from public besides members, the company should have net worth of 

minimum Rs. 100 crores or a turnover of minimum Rs. 500 crores. 
Ans :(d) 

2. According to the case scenario, during the mid of the current financial year, the company offered 5,00,000 
shares to 120 persons at a premium of Rs. 10 per share on private placement basis. During the remaining 
part of the current financial year, the company is desirous of tapping more prospective investors by 
offering them equity shares on private placement basis. How many more such prospective shareholders 
can be invited by the company for investment in the capital of the company. (chapter 4 Share Capital & 
Dobontures) 
(a) The company can offer equity shares maximum up to the 30 prospective shareholders in the rema ining 

part of the current financial year. 
(b) The company can offer equity shares maximum up to the 55 prospective shareholders in the rema ining 

part of the current financial year. 
(c) The company can offer equity shares maximum up to the 80 prospective shareholders in the remaining 

part of the current financial year. 
(d) The company can offer equity shares maximum up to the 130 prospective shareholders in the 

remaining part of the cu rre nt financial year. 
Ans :(c) 

3. In the given case scenario, suppose the company has failed to allot the- shares within the statutorily 
allowed period. In such a case, the only remedy available with the company is to refund the application 
money. State the time period within which the company is required to refund the application money to 
the subscribers if it has failed to allot the shares within the statutorily allowed period . . (chapter 4 Share 
Capital & Dc,bc,ntures) 
(a) The application money must be refunded within sixty days from the exp iry of statutorily period allowed 

withi n which the allotment of shares ough t to have been made. 
(b) The application money must be refunded within forty-five days from the expiry of statutorily period 
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allowed within which the al lotment of shares ought to have been made. 
(cl The application money must be refunded within thirty days from the expiry of statutorily period a llowed 

within which the a llotment of shares ought to have been made. 
(d) The applicat ion money must be refunded within fifteen days from the expiry of sta tutorily a llowed 

period within which the allotment of shares ought to have been made . 
Ans :{d) 

cs 17 (RTP Ma 21 ----
Mr. Ajay is a renowned finance professional with wide experience in banking operations. Due to his 
experience, he has been appointed as director on the Board of various companies. He is working as the 
Executive Director • Finance of Doon Carbonates Limited {DCL) for the past 4-5 years and heading the finance 
department t here. As per the object clause of the Memorandum of Association of DCL, it can raise funds by 
way of loans for the advancement of its business. Articles of Association of DCL authorizes the directors to 
borrow up to INR SO lakhs on behalf of the company after passing a valid board resolution and any loans for 
amounts excccding the above limit can be raised only aftcr approval at a general meeting. 
Board of Directors of DCL raised INR 80 lakhs from Srikant Finance Services after passing a board resolution 
and out of this amount, INR 60 lakhs was used to pay a legitimate li:ibility of DCL by the dlrcotors. DCL is 

" widely held company with around 5600 members :is per the members reelster. The 21st AGM of DCL Is 

convened on 1st September 2020. A total of 34 members attended the meeting out of which 7 members 
attended through proxy. 6 of such members are represented by single proxy, Mr. Das. The articles of DCL is 
silent about the quorum. 
Mr. Ajay is also director of Padmani Silk Limited (PSL). PSL was established around 25 years back as a private 
company operating as a micro business with 10 employees in a three• room building. During these years, the 
company grew exeeptionally and went public and was also listed on SME exchange. PSL declares the interim 

dividend out of the previous year's undistributed profit on 31st August 2.020 on the occasion of the 

25
t h 

anniversary of the company. PSL deposited the amount of said dividend in a separate bank account with 

a NBFC on 4th of September, 2020. 
Mr. Ajay hails from a farming family and carries on the business of cultivation and milling of paddy. He is 
also the sole member of New-Deal Limited {NOL), a one person company. NOi. is operated as rice sheller and 
also deals in trading of high quality basmati rice. Mr. Ajay's father is operating as a nominee for the purposes 
of this OPC. The, accounts department of NOL prepared and published only Profit and Loss Account and 
Balance Sheet as a financial statement "nd did not prepare cash flow statements and explanatory notes to 
:iccounts. A statement of changes in equity is not required in the case of NOL 
Multiple Choice Questions 

1. Regarding compliance for declaration and distribution of Interim dividend by PSL, which of the following 
statements is correct? {Chapter 8 Declaration & Payment of Dividend) 
(a) There is a vio lation of the provisions because interim dividend can only be 

declared out of current year's profits. 
{b) There is no violation at all, and a ll the provisions prescribed by law have been c.omplied with . 
(c) There is a vio lation because the bank account shall be designated a nd shall be one of existing banks 

account of company. 
(d) There is a violation because t he bank account shall be opened with scheduled banks only. 

Ans: (d) 

2 . Which of the following statements is correct, with reference to the requirement for financial Statements 
of 'New Deal Limited' (One Person Company) {Chapter 9 Accounts of Companies) 
(a) NOL fails to meet the requirement because it s financial statement do not include explanatory notes 

to accounts 
(b) NOL fails to meet the req uirement because its financial statements do not incl ude cash flow 

statement 
(c) NOL fa ils to meet the requirement because its financial statements do not include explanatory notes 

to account and cash fl ow statement 
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(d) NDL has complied w ith the requirements relat ed to financial statement s 
Ans: (a) 

3. Racarding tho validity of tho 21st Annual Gonoral Meetinc of DCL, which of the, following statomonts Is 
correct? (Chapt<lr 7 Manacemont & Administration) 
(a) The meeting doesn't have a quorum, because 30 members need to be present 

in person at the meeting. 
(b) The meeting is val id and has a quorum because 30 members are present at meeting either personally 

or through a proxy. 
(c) The meeting is valid and has a quorum, because only 5 members are required to be present, either 

personally or through a proxy, if the number of members as on the date of the meeting is more t han 
five thousand but not more than ten thousand 

(d) The meeting is valid and has a quorum, because only 15 members are required to be present, either 
personally or through a proxy, If the number of members as on the date of the meeting is more than 
five thousand but not more than ten thousand 

Ans: (a) 

cs 18 (RTP May 21) ,..~ LDR 

Mr. M. Mishra is a director of Superior Carbonates and Chemicals Limited (SCCL). SCCL was incorporated by 

Mr. S. K. Mishra (father of Mr. M. Mishra) on osth July 199S as a public company. SCCL accepts a loan of 11: 

1.5 crores from Mr. M. Mishra for short term purpose and the loan is expected to be repaid after twenty four 
months. SCCL in its books of account, records the receipt as a loan under non-current liabilities. At the time 
of advancinc loan, Mr. M. Mishra affirms in writing that s1.1ch amount is not being given out of funds acquired 
by him by borrowing or accepting loans or deposits from othc,rs and complete details of his loan transactions 
aro furnished in tho boards' report. 

OBSL which is an unlisted public company, also accept the deposits from the pu blic as on 1st Novembor 2018, 

which is due for repayment on 30th September 2023. OBSL also accepts a LAP (Loan against property) for a 

term of 10 years from a financial institution on 12th June 2020. Charge was created on that day, but OBSL 
has neglocted to register the charge, with the registrar. Finally, the application for registration of charge is 

furnished on 12th August 2020. 
SCCL has registered office in Paonta-sahib (Himachal Pradesh) and corporate office is situated in Oc,hradun 
(Uttarakhand) but around 15% of mc,mbc,rs whose, name, ls c,ntered in members register "re residents of 
Nalnital (Uttarakhand). SCCL has a liaison Office at Nainital. Management of the company is willing to place, 

the Reeistl!r of MeMbers at thll Nai11ital LlaiSOil Office. DBSL c61\Veile its 7th AGM 61\ 10th Septl!ftlber 2020 at 

the registered office of the company. Notice for same was served on 21st August 2020. 72% of members gave 
consent to convening AGM at shorter notice due to ambiguity and possibility of another lockdown starting 

from 11th Sc,ptombcr 2020 on :iccount of the second wave of COVID-19. 
Multiple, Choice Questions 

1. Pick the right statement regarding SCCL's willingness to keep and maintain the register of members at 
the Nainital liaison office. (Chapter 7 Management & Administration) 
(a) Register of members shall be kept at either registered office or witnin the same city that too after 

passing t he resolution, hence SCCL is not correct in p lacing it at the Nainital liaison office 
(b) Register of members cannot be kept at any other place by SCCL, w ithout passing an ordinary 

resolution 
(c) Register of members can be kept at Nainital liaison office, after passing a special resolution, because 

more than 1/loth of the total members entered in the register of members reside there 
(d) Register of members cannot be kept at Nainital liaison office, even after passing a special resolution, 

because less than 1/sth of the total members entered in the register of members reside there 
Ans :(c) 

2. With reference to deposit accepted by OBSL and its duration, you are required to identify which of the 
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following statements is correct: (Chapter 5 Acceptance of Deposits by Companies) 
(a) There is no requirement relating to the duration of deposit, DBSL can accept a deposit for any 

duration. 
(b) Since DBSL is an unlisted company, provision relating to the duration of the deposit is not appl icable. 
(c) There is a provision of a minimum duration of six months, but no uppe r cap to length is provided. 

Hence deposit accepted by DBSL is In compliance to provisions of Law. 
(d) Acceptance of deposits by DBSL is in violation of provision of law, because the maximum period of 

acceptance of deposit cannot exceed thirty -six months. 
Ans :(d) 

3. With reference to application to the registrar for registration of charge by DBSL, which of tho following 
statements is correct? (Chapter 6 Registration of Charges by Companies> 
(a) The charge cannot be registered now, even If the Registrar permits the same. 
(b) The charge can be registered, if registrar permits with payment of ad-valorem fee. 
(c) The charge can be registered, if registrar permits but with payment of an additional fee. 
(d) The charge can be registered, with payment of a standard fee. 

Ans :(b) 

4. With reference to the loan advanced by Mr. M. Mishra to SCCL, state whether the same is to be classified 
as a deposit or not? (Chapter 5 Acceptance of Deposits by Companies) 
(a) Deposit, because any sum advanced by the director whether loan or otherwise Is always classified as 

a deposit. 
(b) Deposit, because the tenor of the loan is for a period of more than six months. 
(c) Not a deposit, because such amount is recorded as loan in books of account of SCCL. 
(d) Not a deposit, because the written declaration is provided by Mr. M. Mishra, who v1as a director when 

the loan was advanced that the loan is not being given out of fu nds acquired by him by borrowing or 
accepting loans or deposits from others. 

Ans :(d) 

5. Considering the provision relating to length of Notice for AGM, pick out the right option: (Chapter 7 
Management & Administration) 
(a) Notice served by DBSL is not valid, because notice given within a shorter duration has to be consented 

to by all the members entitled to vote at AGM. 
(b) Notice served by DBSL is not val id, because notice given within a shorter duration has to be consented 

to by at-least 95% of members entitled to vote thereat. 
(c) Notice served by DBSL is valid because the shorter length has been consented to by 75% of members 

entitled to vote thereat. 
(d) Notice served by DBSL is not valid, because notice given within a shorter length duration needs has 

to by at-least 50% of the members entitl ed to vote at AGM that too in writing. 
Ans :(b) 

cs 19 (RTP May '24 SM} 

Golden Limited is a listed company which is incorporated in 2013 having its registered office at Delhi and 
corporate office in Nolda. It is registered with an authorized share capital of "; 20 crore divided into 2 crore 
equity shares of"; 10/· each. The paid-up share capital of the company is>: 10 crore divided into 1 crore equity 
shares of >: 10/ • each. The company is in construction activities like construction of buildings, roads, etc. 
On 8th January, 2023, the company incorporated a wholly owned subsidiary, D Limited which Is involved in 
supplying of construction materials like steel, iron, ecment, bricks, etc. D Limited elects to choose to prepare 
its first financial statements for the period from 8th January, 2023 to 31st March, 2023. On 2nd January, 2023, 
Golden Limited incorporated a new wholly owned subsidiary, E Limited for providing project management 
consultancy service to its customers or to parent company. On 5th January, 2023, Golden Limited through its 
subsidiary, E Limited acquired 100% partnership interest in XYZ & Co., partnership firm. E Limited elects to 
choose to prepare its first financial statements for the period from 2nd January, 2023 to 31st March, 2024 and 
conducted Its Annual General Meeting on 16th August, 2024. On 1st July, 2023, tha subsidiary company, D 
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limited incorporated a new wholly owned subsidiary, F Limited. Golden Limited prepared its standalone 
financial statements for the year 2022-23 and presented before the, Board of Di rectors of the company on 25th 
August, 2023 for their approval and the same were adopted by the shareholdc,rs in the Annual General Meeting 
held on 2nd September, 2023. Goldc,n Limited prepared its standalone and consolidated financial statements 
for the year 2023•24 and presented before the Board of Directors of the company on 20th August, 2024 for 
their approval and the same were adopted by the shoreholders in the Annual General Meetini: held on 26th 
September, 2024. 
On the basis of above facts and by applying applicable provisions of the Companies Act, 2013 and the applicable 
Rules therein, choose the correct answer (one out of four) of the following MCQ.s given herein under: · 

1. What is the last date for conducting AGM for E limited? (Chapter 7 Management & Administration) 
(a) 30th September 2023 
(b ) 31st December 20223 
(c) 30th September 2024 
(d) 31st December 2024 

Ans: (d) 

2. What is the due date for conducting AGM for Golden Limited for the year ended March 31, 2023? (Chapter 
7 Management & Administration) 
(a) 30th September 2024 
(b ) 31st October 2024 
(c) 30th November 2024 
(d) 31st December 2024 

Ans: (a) 

3 . The Companies Act, 2013 provides that in addition to standalone financial! statement, the company shall 
also prepare consolidated financial statements which shall also be presented at AGM. Accordingly, the 
consolidated financial statements of Golden limited for the financial year ended 31st March, 2023 
includes, financial statements (Chapter 9 Accounts of Companies) 
(a) Golden Limited and D Limited 
(b) Golden limited, D Limited and E Limited 
(c) Golden limited, D Limited, E Limited and XYl & Co., partnership firm 
(d) Golden limited, D Limited, E Limited, F Limited and XYl & Co., partner ship firm 

Ans: (c) 

4 . The Companies Act, 2013 provides that in addition to standalone financial statement, the company shall 
also prepare, consolidated financial stataments which sh:ill also be presented before AGM. Accordingly, 
the consolidated financial statements of Golden Limited for the financial year ended 31st March 2024 
includes: {Chapter 9 Accounts of Companies) 
(a) Golden Limited and D Limited 
(b) Golden Limited, D Limit ed and E Limited 

(c) Golden Limited, D Limited, E Limited and XYZ & Co., partnership firm 
(d) Golden Limited, D Limited, E Limited, F Limited and XYZ & Co., part nership firm 

Ans: (d) 

5. Please select which is the correct option/ which is the most correct statement: (Chapter 7 Manai:ement 
& Administr:ition) 
(a) Golden Limited had given the notice for holding AGM in Mumbai on Monday, 26t h September 2024 at 

11.00 A.M. 
(b) Golden limited had given the notice for holding AGM in Delhi on Monday, 26th Sept ember 2024 at 11.00 

A.M. 
(c) Golden Limited had given the notice for holding AGM in Noida on Tuesday, 27 th September 2024 at 11.00 

A.M. 
(d) Golden Limited had given the notice for holding AGM in Delhi on Monday, 26th September, 2024 at 8.30 

A.M. 
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Ans: (b) 

CS20 (MTP 14 Marks Mar'24) t't LDR 

Silver Private limited was incorporated in 2016 having its registered office at Gurugram, Haryana. It is 
registered with an authorized share capital of"( 10 crore divided into l crore equity shares of"( 10/- each. The 
paid-up sh:irc capit:il of the company is'( 50 lakh divided Into 5 lakh cquity shares of 'I: 10/· each. Thc company 
ls In manufacturing of rubber p:irts to be used in manufacturing of parts of pas.-seneer vehicles. 
Mr. Raj and Mr. Pawan are directors of the company. Mr. Siddharth (son of Mr. Raj) on January 8, 2022 had 
advanced a loan of>: 50 lakh at an interest rate of 8% p.a. and the loan is expected to be repaid after a period 
of thirty-six months. 
Silver Private Limited intends to accept deposits of>: 60 lakh from its members for the purpose of expansion 
of its business. The financial particulars of the company are as below mentioned: -

S. No. Particulars Amount(>:) 
1 Paid-up share capital 50lakh 
2 Free Reserves 20lakh 
3 Security premium 10 lakh 
4 Borrowings from banks 65lakh 
5 Turnover 200lakh 

As on the, date of acceptance of deposits, the comp:,ny h:is not defaulted In repayment of borrowings along 
with interest thereon. 
The Company Secretary of the company informed Board of Directors of the company that they need to appoint 
an internal auditor for audit of the company. The Board stated that statutory auditor is already performing 
audit function and there is no need to appoint internal auditor as it causes additional burden on the company. 
The company require funds for the purpose of meeting working capital requirements. The company has 
approached the bank for meeting working capital requirements and has availed a loan of>: 65 lakh from bank. 
The loan is secured by the personal guarantee of the directors of the company. 
On the basis of above facts and by applying applicable provisions of the Companies Act, 2013 and the applicable 
Rules therein, choose the correct answer (one out of four) of the following Multiple Choice Questions 
(MCQs 1-5) given herein under: • 

1. With re-speet to loan advances by Mr. Siddharth to Silver Private limited, whether the same can be classified 
as dl!posit or not? (Chaptl!r S Accl!ptancl! of Dl!posits by Companil!s) 
(a) It will be treated as deposit as the loan Is advanced by Mr. Siddharth who is neither director nor 

shareholder of the company. 
(b) It will be treated as deposit as the loan is given by relative of the director. 
(c) It will not be treated as deposit as Mr. Siddharth has given loan to the company at an interest rate of 8% 

p.a. 
(d) It will not be treated as deposit if Mr. Siddharth gives a written declaration to the effect that loan is 

advanced by him from his own source of funds, not from borrowings or accepting loans or deposits from 
others and the company shall disclose the details of money so accepted in the Board's Report. 

Ans: (d) 

2. With respect to acceptance of deposits from members, which of the below mentioned statement is correct: 
(Chapter 5 Acceptance, of Dc,posits by Companies) 
(a) Silver Private Limited cannot accept deposits of more than paid-up share capital which Is" SO lakh. 
(b) Silver Private Limited can accept deposits of~ 60 lakh from members, as it is less tha n twice of its paid

up share capital or~ SO crore, whichever is less. 
(c) Silver Private limited cannot accept deposits of more than higher of aggregate of paid-up share capital 

and free reserves which is ~ 70 lakh and borrowings which is ~ 6S lakh. 
(d) Silver Private Limited cannot accept deposits of more than aggregate of paid-up share capital and free 

Case Scenarios 



reserves, which is 'I; 70 lakh. 
Ans: (b) 

3. Is Silver Private Limited required to appoint Internal auditor in ,1ccordance with the provisions of the 
Companic,s Act, 2013? {Chapter 9 Accounts of Companies) 
(a) Silver Private Limited is not required to appoint internal auditor as private companies are not required to 

appoint internal auditor. 
(b) Silver Private Limited is required to appoint internal auditor as borrowings is below prescribed limited. 

(c) Silver Privat e Limited is required to appoint internal auditor as aggregate of paid-up share, free reserves 
and security premium is more than prescribed limited. 

(d) Silver Private Limited is not required to appoint internal auditor as turnover is less than prescribed 
limited. 

Ans:(d) 

4. Which of the following statement is correct in respect of loan of 0:: 65 lakh availed by the company? (Chapter 
6 Registration of Charges) 
(a) Silver Pr ivat e Limited needs to create and register charge within 30 days from the date of sanction of 

loan. 
(b) Silver Private Limited is not required to create and register charge as t he loan is against the personal 

guarantee of directors. 
(c) Silver Pr ivate Limited needs to create and register charge within 15 days from the date of sanction of 

loan. 
(d) Silver Pr ivate Limited needs to create and register charge within 60 days from the date of sanction of 

loan. 

Ans:{b) 

5. The management of Silver Private limited for ease of doing business and reduce compliance burden, 
proposed, it to bo registered as a small company. Within thl! provided lnform,1tion and the legal 
requirements under the Companies Act, 2013, recommend on the validity of the said proposal: (Chapter 1 
Preliminary) 
(a) Proposal is valid, as any private limited company can apply for the status of small company. 
(b) Proposal is invalid, as the Silver Pr ivate Limited is not fulfilling the requirement of turnover of 'I; 400 crore. 
(c) Proposal is valid, as t he Silver Private Limited is fulfilling the requirement of paid up share capital and 

turnover which is within the prescribed limits. 
(d) Proposal is invalid, as Silver Private Limited is fulfilling the requirement of paid up share capital. 

Ans:(c) 

6. The financial particulars of ABC Limited in respect of immediately precedine financial year are as under: 

S. No. Particulars Amount in ~ crore 

1 Net worth 280 

2 Turnover 550 
3 Net Profit S.50 

4 Borrowings 60 

Choose the correct option in terms that whether the provisions of Corporate Social Responsibility are 
applicable to ABC Limited. (Chapter 9 Accounts of Companies) 
(a) No, as ABC Limited Is having net worth of more than~ 250 crore In the i mmediately preceding financial 

year. 
(b) Yes, as ABC Limited is having turnover of more t han 'I; 500 crore but less than 'I; 800 crore in the 

immediately preceding financial year. 
(c) Yes, as ABC Limited is having net profit of more than 'I; 5 crore in the i mmediately preceding financial 

year. 
(d) Yes, as ABC Limited is having loans and borrowings of more than 'I; SO crore in the immediately preoeding 
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financial year. 
Ans:(c) 

7. Under what circumstances is the requirement for constituting a Corporate, Social Responsibility {CSR) 
Committee waived, and who is rc,sponsible for discharging the functions of thc, CSR Committee in such 
oases(Chaptcr 9 Accounts of Companies) 
(a) When the amount to be spent by a company does not exceed fifty lakh rupees; the Board of Directors 

assumes the responsibility of the CSR Committee's functions. 
(b) When the amount to be spent by a company exceeds fifty lakh rupees; the Board of Directors assumes 

the responsibility of t he CSR Committee's functions. 
(c) When the amount to be spent by a company does not exceed fifty lakh rupees; the shareholders assume 

the responsibil ity of the CSR Committee's functions. 
{d) When the amount to be spent by a company exceeds fifty lakh rupees; the shareholders assume the 

responsibility of the CSR Committee's functions. 
Ans:{a) 

cs 21 MTP 10 Marks Aer'24 & SM 

ACC Private Limited was incorporated in July 2001. Its shares are listed on SSE and NSE. It is recistered with 
an authorised share capital of~ 20 crore divided into 2 crore equity shares of ~10/ • each. The paid-up share 
capital of the company is~ 10 crore divided into 1 crore equity shares of~ 10/ • each. 
The Board of Directors of the company in their meetinc held on 11th August, 2·024 declared interim dividend. 
The Annual General Mectinc of the company was held on 1st September, 2024. The company had incurred 
losses in the previous financial year as W<!II as In the current financial y<!ar upto the period ended June 30, 
2024. In the previous five financial years, the company had declared thc, dividend as under: 

Financial Year Ended Dividend declared per share{~) Dividend declared rate (%) 

March 31, 2024 Nil Nil 
March 31, 2023 1 .00 10% 
March 31, 2022 1.10 11% 
March 31, 2021 1 .30 13% 
March 31, 2020 1.20 12% 

The company has deposited the amount of dividend declared in a separate account with ABC Bank on August 
14, 2024. Out of the total dividend declared,~ 60,000 payable to few equity shareholders remains unclaimed 
even after the expiry of statutory period within which dividend was required to be paid and had been 
transfc,rred to a s<!parate bank account Unpaid Dividend Account on 20th S,ept<!mber 2024. The company 
prepares a statement containing the names of shareholders, their last known address and the unpaid 
dividend amount to such each shareholder and place on its website. 
Meanwhile, the company obtained a term loan of~ 15 crore from Laxmi Bank Limited on August 20, 2024, 
securing it with a charge on the company's assets, including its own buildings (in India and Germany) and 
intangible assets (trademark right over the company's logo). According to 'the Companies Act, 2013, the 
company was required to register this charge with the Registrar within a specified timeframe. However, the 
company failed to complete the registration process within the prescribed t imeline. 
The Board of Directors has rc,quested their Company Seorc,tary to confirm thc,m whathar thay arc, requirad 
to incur expenditure towards Corporate Social Responsibility during the financial year 2024-2025 and Is 
raquired to constitute CSR committee. 
The financtal particulars in respect of immediately preceding financial year are as under: 

S. No. Particulars Amount ('I: in crorc,) 
1 Net worth 100 
2 Turnover 1010 
3 Net Profit 4.9 
4 Borrowings 60 
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On the basis of above facts and by applying applicable provisions of the Companies Act, 2013 and the 
applicable Rules therein, choose the correct answer (one out of four) of the following Multiple-Choice 
Questions (MCQs 1-5) given herein under:· 

1. The company can create charge in favour of the, lender on the assets which are: (Chapter 6 Registration 
of Charges) 
(a) Tangible Assets and situated in India only 
(b) Intangible Assets and sit uated in India only 
(c) Assets that are tangible or otherwise and situated in India or Germany 
{d) Assets that are tangible or o therwise and situated in India only 

Ans: (c) 

2. The maximum rate at which interim dividend can be declared by the Board durina the current financial 
year is as under: - (Chapter 8 Declaration and Payment of Dividend) 
(a) The board cannot declare the interim dividend at a rate higher than the average dividend declared 

by the company immediately during preceding two financial years, i.e. 5%. 
(b) The board cannot declare the interim dividend at a rate higher than the average dividend declared 

by the company immediately during preceding three financial years, i.e. 7%. 
(c) The board cannot declare the interim dividend at a rate higher than the average dividend declared 

by the company immediately during preceding four financial years, i.e . 8.5%. 
(d} The board cannot declare the interim dividend at a rate higher than the average dividend decla red 

by the company immediately during preceding five financial years, i.e. 9.2%. 
Ans: (b) 

3. In respect of dividend declared which of the Statement is not correct? (Chapter 8 Declaration and 
Payment of Dividend) 
(a) The company has transferred the dividend amount to separate bank account within 5 days from the 

date of declaration of dividend. 
{b} The company is required to pay dividend within 30 days from the date of declaration of dividend. 
(c) The company is required to transfer the Unpaid dividend to a sepa rate bank account within 10 days 

from the date of expiry of statutory period from the date of declaration of dividend. 
(d) The company is required to prepare a statement containing the names of shareholders, their last 

known address and the unpaid dividend amount to such each shareholder and place on its website 
within 90 days from the date of transferring the amount to Unpaid Dividend Account . 

Ans: (c) 

4. Choose the correct option in terms that whether the provisions of Corporate Socittl Responsibility :ire 
applicable to ACC Private limited. (Chapter 9 Accounts of Comp:inies) 
(a) The provisions of Corporate Social Responsibility are not applicable to ACC Private Limited as it is a 

private limited company. 
(b) Yes, as ACC Private Limited is having turnover of more than ~ 1000 cro re. 
{c) Yes, as ACC Private Limited is having net profit of more than~ 2.5 crore in t he immediately preceding 

fi nancial year. 
(d} Yes, as ACC Private Limited is having net worth of more than~ SO crore In the immediately preceding 

fi nancial year. 
Ans: (b) 

5. The notice for the Annual General Meeting should be served by: 
(Chapter 7 Management & Administration) 
(a) 6th August 2024 
(b) 7th August 2024 
(c) 8th August 2024 
{d) 10th August 2024 

Ans: (a) 
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CS22 (MTP 5 Marks Apr'24) 8 LDR 

Sudeep and Ankit are very fast friend since long. They decided to run a service unit which will provide 
"Financial and Investment Consultancy Services". For this purpose they formed a limited liability partnership 
under the name M/s Etharkkum Advisors llP on 17th April 2020. For this purpose, they prepared a limited 
liability Partnership Deed of which one of the clauses provides that a new partner may be admitted in the 
llP with capital contribution which may be in kind or cnsh. Further new partner is also required to deposit 
the agreed amount of capital contribution within six months from the date of his admission. 
After some time, office of the firm was destroyed due to an earthquake and the LlP was in urgent need of 
an office premises and some funds for some renovation work. 
It is also informed that M/s Etharkkum Advisors llP approached Manoj on 1st January 2023 to join the 
firm as third partner. Manoj was out of India for the period from 1st September 2021 to 23rd December 
2022. He agreed to join the llP and also agreed to contribute his office premises at Sanjay Place, Palwal and 
funds of" S,00,000 as Capital Contribution in the firm . Mano) joined the firm on 25th January 2023 as limited 
liability partner. The ubove said office premises was purchased by Mano) five years ago for I!; 25,00,000 but 
the fair market value of this office on 25th January 2023 was 0: 32,25,000 and on 1st January 2023 was 0: 
30,00,000. Manoj has provided his office to the firm with effect from his admission and promised to deposit 
the agreed amount of~ 5,00,000 within six months as provided in the partnership deed. Before Manoj could 
deposit the amount with the firm, it was dissolved. Manoj denied to deposit the amount of~ 5,00,000 with 
the contention that he is liable only upto the amount contributed in the fk m on the date of dissolution . A 
creditor of the firm sued Manoj to deposit the said amount so that the firm may pay off his liability. 
On the basis of ubove facts und by applying applicable provisions of the limited liability Partnership Act, 
2008 and the applicable Rules therein, choose the correct answer (one out of four) of the following: • 

1. Whether Manoj could be considered as resident or not as per the limited liability Act, 2008? {Chapter 
12 The limited liability Partnership Act, 2008) 
(a} Manoj could not be considered resident in Ind ia as he was not in India for 182 days in preceding one 

year 
{b) Manoj could not be considered resident in India as he was not in India for 120 days In preceding one 

year i.e. only for 33 days from 24th December 2022 to 25th January 2023 
{c} Manoj could not be considered as he was not in India for 182 days du ring the financia l year 
(d) Manoj wil l be considered as residen t In India as he was in India for 120 days during the financial year 

(2021- 2022) 
Ans: (d) 

2. What would be the worth of Capital Contribution by Manoj? (Chapter 12 The limited liability 
Partnership Act, 2008) 
(a} '( 25,00,000 
{b) '( 32,25,000 
(c) '( 37,25,000 
{d) '( 35,00,000 

Ans: (c) 

3. Whether Manoj will be liable to contribute~ 5,00,000 after dissolution of the firm? (Chapter 12 The 
limited Liability Partnership Ac:t, 2008) 
(a} Yes, because a partner is personally liable for the deficiency arising at' the time of dissolution of LLP. 
(b) No, because a partner is never personal ly liable for the deficiency arose at the time of dissolut ion of 

LLP. 
(c} Yes, the partner is under obl iga tion to contribute money also to llP as per the agreement. 
(d) No, because a partner is personally liable only upto the amount contr ibuted to the LLP on the date 

of dissolution of LLP. 
Ans: (c) 

4. Finload Limited wants to raise funds for its upcoming project. Accordingly, it has issued private 
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placement offer letters for issuing equity shares to 57 persons, of which six are qualified institutional 
buyers and remaining are individuals. 
Choose the correct statement as per the provisions of the Companies Act, 2013: (Chapter 3 Prospectus 
and Allotment of Securities) 
(a) Finload Limited company is a public limited company hence it can not issue shares t hrough private 

placement. 
(b) Since, Finload Limited has made an offer or invitation to more than the prescribed number o f 

persons, i t shall be deemed to be an offer to the public and accordingly, i t shall be governed by 
the provisions relating to prospectus. 

(c) Finload limit ed has made an off er or invitation to less than t he pr escribed number of persons as 
quali fied institutional buyers are not counted to calculate the prescribed limit. 

(d) Finload Limi ted cannot issue shares to qualified inst i tutional buye rs, as under private placement 
shares cannot be issued to quali fied inst itutional buyers. 

Ans: (b) 

5. Company X, a leading automobile manufacturer, has invested in Company Y, a start-up specializing in 
electric vehicle technology. Company X holds a 25% stake in Company Y and actively participates in its 
strategic decisions. Based on the provisions of the Companies Act 2013 regarding associate companies, 
which of the following statements is correct? {Chapter 1 Preliminary) 
(a) Company X's investment in Company Y does not qualify as an associate company because 

Company X does not have control o f at least 50% of the total voting power. 
{b) Company Y qualifies as an associate company of Company X since Company X holds a 25% stake 

in Company Y and actively participates in i ts strat egic decisions. 
(c) Company Y cannot be considered an associate company of Company X because it is a start -up and 

does not meet the minimum criteria for significant influence. 
{d) Company X's investment in Company Y falls under the category o f joint venture and does not 

quali fy as an associate company according to t he Companies Act 2013. 
Ans: (b) 

cs 23 (RTP Sop'24) 

Toj:,s lnfr:, limited was incorporated by Tejasvl Slneh and his wife Meenakshi alone with seven other family 
members in the year 2001 with :,n aim to undertake Infrastructure projects rclatinc to tr:,nsportation in the 
country. The company had successfully completed construction of roads and canals in Delhi, UP and 
Chandigarh and rose to become one of the prominent construction companies in India. 
Th11 R11gistered Office of the company is situated in Con naught Place, New Delhi with a capital base of ~100 
crore divided into ten crore equity shares of ~10 each. The company has eight directors of which three are 
independent directors. In the year 2019, the company got new projects from the State Government of Punjab 
to build four flyovers and underpasses in different cities of Punjab. 
In order to increase its c:,pital base, Tejas lnfr" limited decided to issue 1,00,000 preference shares of 11(100 
e:ich to the existing shareholders. For this, purpose it was decided to incre:ise the Authorised Capital by 
"(S00,00,000 divided into 5,00,000 shares of ~100 each. 
The projects went off well and the turnover rose to the tune of ~3600 crore in the immediately preceding 
financial year 2022-23. The net worth of the company stood at 'G50 crore. 
As they crossed the threshold limit in the immediately preceding financial year 2022-23, a Board level 
Committee headed by one of the independent directors, namely, Paritosh was constituted to allocate 
budget, review the progress and provide guidance on various Corporate Social Responsibility (CSR) and 
sustainability initiatives. It w:is decided to spend the rc,quisitc amount towards skill development, vocational 
training, provision of safe drinking water facility, etc. Lokesh, one of the directors, Is also a member of this 
Corporate Social Responsibility Committee. He is in favour of Janta Andolan Manch, a political party. This party 
is quite prominent in undertaking social work. As per his advice, the Board by a unanimous resolution resolved 
to contribute ~5,00,000 to the said political party i.e. Janta Andolan Manch and to treat such contribution as 
part of CSR activity. 
l . From the case scenario, it is evident that Tejas Infra Limited decided to issue 1,00,000 preference shares of 

"- 100 each to the existing shareholders. From the options civen below choose the one which indicates the 
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maximum period which is permitted to the company for redemption of preference shares. (Chapter 4 Share 
Capital and Debentures) 
(a) Tejas Infra Limited being involved in infrastructural activities is permitted to specify maximum period of 

thirty-five years for redemption of preference shares subject to the condition that it shall redeem 
minimum 20% of preference shares per year commencing from 31st year onwards or earlier, on 
proportionate basis at the option of preference shareholders. 

(b) Tejas Infra Limited being involved in infrastructural activities is permitted to specify maximum period of 
t hirty-five years for redemption of preference shares subject to t he condition that it shall redeem 
minimum 100/4 of preference shares per year commencing from 26t h year onwards or earlier, on 
proportionate basis at the option of preference shareholders. 

(c) Tejas Infra Limited being involved in infrastructural activities is permitted to specify maximum period of 
thirty years for redemption of preference shares subject to the condition that it shall redeem minimum 
10"/4 of preference shares per year commencing from 21st year onwards or earlier, on proportionate basis, 
at the option of preference shareholders. 

(d) Tejas Infra Limited being involved in infrastructural activities is permitted to specify maximum period of 
t hirty years for redemption of preference shares subject to t he condition that it shall redeem minimum 
20% of preference shares per year commencing from 26th year onwards o·r earlier, on proportionate basis, 
at the option of preference shareholders. 

Ans: (c) 

2 , The case scenario states that the turnover of Tej:,s Infra Limited rose to the tune of " 3600 crore and net 
worth of the company stood at " 550 crore in the immediately preceding financial year 2022-23 which 
required formation of CSR Committee. What is the third criterion which if crossed shall also require that 
a CSR Committee be formed. Choose the correct option from those stated below: (Chapter 9 Accounts 
of Companies) 
(a) The third criterion which also requires formation of CSR Committee is that t he company has net profit 

o f 'I; two crore or more in the immediately preceding financial year. 
(b) The third criterion which also requires formation of CSR Committee is that the company has net profit 

of 'I; three crore or more in the immediately preceding financial year. 
(c) The third criterion which also requires formation of CSR Committee is that the company has net profit 

of 'I; five crore or more in the immediately preceding financial year. 
(d) The third criterion which also requires formation of CSR Committee is that t he company has net profit 

of 'I; six crore or more in the immediately preceding financial year. 
Ans: (c) 

3 . Accordini: to the lei:al provisions, it is mandatory to redeem preference shares at the stipulated time. 

Keeping In view the above case scenario, which source is required to be used by Tejas Infra Limited for 
the redemption of outstandine preference shares: (Chapter 4 Share Capital and D<>bentures) 
(a) Tejas Infra Limited is required to redeem preference shares out of the profits which would otherwise 

be available for dividend. 
(b) Tejas Infra Limited is required to redeem preference shares out of the proceeds of a fresh issue of 

shares made for the purposes of such redemption. 
(c) Both (a) and (b). 
(d) Tejas Infra Limited is required to redeem preference shares out of its Capital Redemption Reserve. 

Ans: (c) 

4 . While constituting a CSR Committee, how many minimum dir<>ctors ar-e required to be appointed by 
Tejas Infra Limited: (Chapter 9 Accounts of Companies) 
(a) CSR Committee formed byTejas Infra Limited shall have minimum two directors. 
(b) CSR Committee formed byTejas Infra limited shal l have minimum three directors of which at least one 

director shall be an independent director. 
(c) CSR Committee formed by Tejas Infra Limited shall have minimum four directors of which at least one 

director shall be an independent director. 
(d) CSR Committee formed by Tejas Infra Limited shall have minimum four directors of wh ich at least two 

directors shall be independent director. 
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Ans: (b) 

CS24 (MTP Aug'24) 

XYZ Ltd. was incorporated on April 1, 2023. The Board of Directors, within the required timeframe, appointed 
Mr. A as the first auditor of the company on April 20, 2023. Mr. A was tasked with auditing the company's 
financial statements for the financial year 2022-23, and he held office until the conclusion of the first Annual 
Gc,nc,ral Mccting (AGM), which was hcld on Sl!ptl!mbcr 30, 2023. 
Ourine the AGM, the sh3reholders decided to :,ppoint Mr. B, 11 partner in the audit firm MNO LLP, as the new 
auditor. MNO LLP is a limited liability partnership incorporated under the LLP Act, 2008. Mr. Band his firm 
were appointed to hold office from the conclusion of the 1st AGM until the conclusion of the 6th AGM in 2028. 
Five years later, in 2028, the company is considering whether to reappoint Mr. B and MNO LLP for another 
term. The shareholders are discussing the provisions of the Companies Act, 2013, and the implications of 
reappointing the same auditor or audit firm for mult iple terms. 
On the basis of :,bove facts and by applying :,pplicJ:Jblc provisions of thc Comp:,nics Act, 2013 and the applicable 
Rulcs thercln, choose the correct J:Jnswer (one out of four) of the following Multiple Choice Questions (MCQs 
1-5, of 2 marks each) elven herein under: -

1. Who was responsible for appointing the first auditor of XYZ Ltd., and within what timeframe should the 
appointment have been made? (Chapter 10 Audit and Auditors) 
(a) Shareholders, within 60 days of registration of company 
(b} Board of Directors, within 30 days of registration of company 
(c) Board of Directors, within 60 days of registration of company 
( d} Shareholders, with in 30 days of registration of company 

Ans :(b) 

2. How lone can MNO LLP, as an audit firm, hold office as the auditor of XYZ Ltd. according to the Companies 
Act, 2013? (Chapter 10 Audit and Auditors) 
(a) One term of five consecutive years 
(b} Two terms of five consecutive years 
(c) One term of six consecutive years 
(d} Three terms of five consecutive years 

Ans :(b) 

3. If XYZ Ltd. wants to reappoint MNO LLP for another term after 2028, what does the Companies Act, 2013, 
mandate? (Chapter 10 Audit and Auditors) 
(a) MNO LLP can be reappointed for another term of five years. 
(b} MNO LLP cannot be reappointed, as they have already served one term. 
(c) MNO LLP cannot be reappointed, as they have already served two terms .. 
(d} MNO LLP can be reappointed, but the tenure must be reduced to three years. 

Ans: (a) 

4. What is the maximum tenure for which Mr. A as the first auditor of XVZ Pvt. Ltd., can hold office? (Chapter 
10 Audit and Auditors) 
(a) From the date of appointment until the conclusion of the first AGM i.e. 30th September 2023 
(b} From the date of appointment until the conclusion of the second AGM (i n 2024) 
(c) From the date of appointment until the conclusion of the third AGM (in 2025) 
(d) From the date of registration of company until the conclusion of the first AGM i.e. 30th September 2023 

Ans: (a) 

5. By what date the copy of the annual return is to be filed with the Registrar of companies in case of first 
AGM of XYZ Ltd.? {Chapter 7 Management & Administration) 
(a) 29th November 2023 
(b} 30th December 2023 
(c) 31st January 2024 
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(d) 29th February 2024 
Ans: (a) 

CS25 (MTP 4 Marks Apr 22 & Oct 23} 

Madhu Oils and Fats Ltd. Is a listed entity. It finalised Its annual accounts for t he year ended on 31st March, 
2021. The Audit Committee of Board (ACB) recommended and subsequently the Board approved the same. 
Annua>I General meeting of the sha>reholders was convened on 25th August, 2021, in which the annua>I 
accounts of the company were presented before the sh:ireholders. The shareholders have approved 
dividend@ 10%. A report of the Board of Directors was attached with the ann ual accounts of the company. 
During the said meeting, a shareholder pointed out that during the year of 2020·21 there was a big news in 
the media and newspaper that a fraud has happened in the company of an amount of ~ 75 lakhs, with the 
involvement of a senior management official of the company, who is absconding since the news came into 
media. However, there was no mention about the fraud in the Auditor's Report as well as no comment in 
the Board's Report. The auditor, who w:,s also present in the General Meeting of the shareholders informed 
that fraud was detected during the course of audit but no further ,iction was taken by him (auditor). 

1. Going by the facts of the case, by wh:it date should the :,mount be deposited In a sep:,r:,te :iccount 
maintained with the scheduled bank for dividend purposes? (Chapter 8 Declaration & Payment of 
Dividend) 
(a) By 30th August 2021 
{b) By 1st September 2021 
(c) By 7th September 2021 
(d) By 24th September 2021 

Ans: (a) 

2. By what date should the dividend declared in the meeting, be paid to the members of the company? 
(Chapter 8 Declaration & Payment of Dividend) 
(a) By 30th August 2021 
(b) By 1st September 2021 
(c) By 7th September 2021 
(d) By 24th September 2021 

Ans: (d) 

3, With regard to preservation of the books of Madhu Oils and Fats Ltd, the books of accounts for the 
Flnan,ial Year (FY) 2020·21 needs to be kept in good order 1.1ntil at least whi,h of the following years? 
(Chapter 9 Accounts of Companies) 
(a) FY 2025-26 
(b) FY 2026-27 
(c) FY 2027-28 
(d) FY 2028-29 

Ans: (d) 

4. The auditor had noticed the fraud that was committed by the senior management. Which is the correct 
statement in this respect: (Chapter 10 Audit & Auditors) 
(a) The auditor shall report the matter to the Central Government immediately. 
{b) It is not necessary to disclose the details of fraud in the Board's Report 
(c) The auditor shall report the matter to the audit committee constituted under section 177 or to the 

Board. 
(d) Since the Senior Management Personnel is absconding, the auditor is not required to take any action. 

Ans: (c) 

CS26 {MTP 6 Marks Mar'24) (Chapter 12 The Limited liability Partnership Act, 2008) 

Vidhya Masterminds LLP was incorporated on 15th April, 2023. Sagar, Manthan, Vishnu and Vasuki were 
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partners in the firm. Sagar and Manthan were also the designated partners in this firm. The firm was 
incorporated with the object of manufacturing and trading of cycles. The business was going too smoothly. 
But on 30th April, 2023, some Mr. Vidhyaram Tolaramani filed an application to registrar that he has a 
registered trademark in the name of "Vidhya Masters" which he has got rai:istercd before 15.04.2023. 
Therefore, the LLP "Vidhya Masterminds LLP" should chance Its name. On the basis of basic investigation, 
reeistrar found that Mr. Vidhyaram Tolaramani was correct in contention. The, reelstrar sent a direction to 
Vidhya Masterminds LLP to change its name as it too nearly resembles with the trademark of Mr. Vidhyaram 
Tolaramani i.e. "Vidhya Masters". The notice wa.s issued by the registrar on 5th May, 2023 by post but due to 
some internal problem of postal department, notice reached the LLP on 10th May, 2023. Vidhya Masterminds 
LLP ignored the notice and continued working under the same name. On 15th August, 2023 the registrar suo• 
moto allotted the LlP a new name "Sahitya Masterminds LLP" and entered this new name in the register of 
LLP and also issued a fresh certificatc of Incorporation to Vldhya Mastcrminds LLP with new name. Vidhya 
Masterminds LLP, now "Sahitya Masterminds lLP" was not comfortable with new name. It started the process 
to change the name allotted by the registrar. 
Meanwhile, Vishnu was appointed as designated partner in Vidhya Masterminds LLP on 25th July, 2023 but 
this information was not sent to the registrar. On 20th June, 2023, Mr. Vasuki had given a written notice to the 
LLP that he could not continue as a partner in LLP with effect from 22nd July, 2023. This cessation from the LLP 
was also not informed by either LLP or Mr. Vasuki, to the Registrar. 
On the basis of above facts and by applying applicable provisions of the limited Liability Partnership Act, 2008 
and the applicable Rules therein, choose the correct answer (one out of four) of the following MCQs (8· 10) 
elven herein under: • 

1. When the registrar directed Vidhya Masterminds LLP to change its name, by which date the LLP should 
have changed the name of LLP? 
(a} By 5th August, 2023 i.e. within a period of 3 months from the date of issue of such direction by 

registrar. 
(b} By 10th August, 2023 i.e. with in a period of 3 months from the date of receiving of such direction by 

the firm. 
(c) By any time according to the convenience of Vidhya Masterminds LLP. 
{d} Vidhya Masterminds LLP is not liable to change its name. 

Ans: (a) 

2 . Vishnu was appointed as designated partner in the Vidhya Masterminds LLP on 25th July, 2023. By what 
time limit the LLP should have informed the registrar? 
(a} 9th August, 2023 i.e. within 15 days of appointment 
(b) 24th August, 2023 i.e . within 30 days of appointment 
{c) 25th August, 2023 i.e. within 1 month of appointment 
{d} 25th October i.e. within 3 month of appointment. 

Ans:(b} 

3 . Whether Mr. Vasuki will be liable for penalty for not intimating the registrar about the appointment of 
Mr. Vishnu as designated partner? 
{a} No, as he was not partner in LLP on the date of appointment of designated partner. 
{b) Yes, as former partner is to be regarded stil I being a partner of the LLP un less a notice has been delivered 

to the Registrar by former partner or LLP. 
(c} Yes, even if a notice has been delivered to the Registrar by LLP about h,s retirement. 
(d} No, In any case Mr. Vasukl will not be liable. 

Ans:(b} 

CS27 (MTP 6 Marks Apr'24) (Chapter 12 The Limited liability Partnership Act, 2008) 

M/s Aryan & Aryan LLP was registered on 2nd July 2019. Sudeep and Ankit were partners in the firm. Both 
Sudeep and Ankit were also the designated partners in this firm. The LLP deals in manufacturing and trading 
of electric ceiling fans. One day Sudeep met with Mr. Kishore, a director of Krtiken Electronics Private 
limited. After discussion, Mr. Kishore showed Interest that Krtlken Electronics Private Limited may work 
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with M/ s Aryan & Aryan LLP as partner. 
Krtiken Electronics Private Limited was incorporated on 1st June 2017 with the object to deal in electronics. 
The memorandum and articles of association of Krtiken Electronics Private Limited also authorised it to work 
as partner In a LLP. 
The partners of M/s Aryan & Aryan LLP and directors of Krtiken Electronics Private Limited approached a 
professional consultant Mrs. Archlka Jain for provldine the procedure for addine Krtiken Electronics Private 
Limited as a partner in M/s Aryan & Aryan LLP. She advised that Krtiken Electronics Private Limited could 
not be the partner in M/s Aryan & Aryan LLP because as per Limited Liability Partnership Act 2008, an 
individual or a body corporate can be a partner in LLP. She informed that the term 'body corporate' was 
defined in the Limited Liability Partnership Act, 2008 as a company which is defined in section 3 of the 
Companies Act, 1956. As Krtiken Electronics Private Limited is registered under Companies Act 2013, it 
cannot be termed as body corpornte. On the .1dvice of Mrs. Archik" Jain, M/s Aryan & Aryan LLP dropped 
the idea to add Krtlken Electronics Private Limited. 
It is further informed that Ms. Shanaya was admitted as a new partner in the firm on 17th January 2024. The 
firm intimated the registrar about her admission on 31st January 2024. On 3rd February 2024, while going 
to office Ms. Shanaya met with an accident and lost her memory. The doctor declared her of unsound mind 
to work as partner in M/s Aryan & Aryan LLP. It was also confirmed by a competent court. 
On the basis of above facts and by applying applicable provisions of the General Clauses Act, 1897 therein, 
choose the correct answer (one out of four) of the following MCQs (11·13) given herein under:• 

1. Whether Krtiken Electronics Prlv:ite Limited could be partner in M/s Aryan & Aryan LLP? 
(a) No, as Krtiken Electronics Private limited is not a body corporate as per the definition of "Body 

Corporate" given in Limited Liability Partnership Act, 2008. 
(b) Yes, because section 8 of t he General Clauses Act, 1897 provides where any Act or Regulation made 

after the commencement of this Act, repeals and re-enacts, with or w ithout modification, any 
provision of a former enactment, then references in any other enactmen t or in any instrument to 
the provision so repealed shall, unless a different inten tion appears, be construed as references to 
the provision so re-enacted. Therefore, after the enactment of Companies Act, 2013, the definition 
of "Body Corporate" should be construed as a company which is defined in section 2(20) of the 
Companies Act, 2013. 

(c) No, as provisions of section 8 of the General Clauses Act, 1897 w ill not be applicable because the 
Limited Liability Partnership (Amendment) Act, 2021, which amended the definition of "Body 
Corporate" considering the company registered under Companies Act, 2013, come to effect from 
01.04.2022. 

(d) Yes, as the provisions of the General Clauses Act, 1897 are not applicable while int erpreting the 
provisions of t he Limited Liability Partnership Act, 2008. 

Ans: (b) 

2. Following the provisions of Limited Liability Act, 2008 read with the General Clauses Act, 1897, what 
should be the last date to inform the registrar about the admission of Ms. Shanaya. 
(a) 15th February 2024 
(b) 16th February 2024 
(c) 17th February 2024 
(d) 18th February 2024 

Ans: (b) 
3. What would be the status of Ms. Shanaya in the firm, M/s Aryan & Aryan LLP after tha accident? 

(a) She would continue as a partner In M/s Aryan & Aryan LLP even after being declared as of unsound 
mind. 

(b) Section 24(2) of the Limited Liability Partnership Act, 2008 provides that a person shall cease to be 
a partner of a LLP if he is declared to be of unsound mind by a competent court. As this sub - section 
provid es only for male person ("he"), she would continue as a partner in M/s Aryan & Aryan LLP. 

{c) Following the provisions of the Genera l Clauses Act, 1897 which provides that in all legislations 

and regulations, unless there is anything repugnant In the subject or conte~t words importing the 
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masculine gender shall be taken to include females. Hence, Ms. Shanaya wi ll cease to be a partner 
M/s Aryan & Aryan LLP. 

{d) She can continue as partner if all other partners agree for that. 
Ans: (c) 

CS28 RTP Se~'24) (Cl-iaptcr 12: Tl-ie Umlted Liabll Partnershl Act, 2008 

Greenfield UP and Bluewave LLP were, two thriving businesses operating in the rc,newablc, enc,rgy sector. 
Greenfield LLP specialized In solar panel manufacturine, while Bluc,wave LLP was known for its innovations in 
wind turbine technology. Both companies saw a strategic opportunity to join forces and create a more 
comprehensive renewable energy solution provider. They decided to merge into a single entity, to be named 
Eco Future LLP. 
To facilitate this merger, the management of both companies proposed a scheme of compromise and 
arrangement under Section 60 of the LLP Act. They approached the Tribunal to sanction this scheme, which 
involved transferring all assets, liabilities, and ongoing legal proceedings of both Graonfic,ld LLP and Bluewave 
UP to Eco Future, LLP. 
The Tribunal reviewed the proposal and found that the mereer scheme was desie:ned for the reconstruction 
and amalgam:ition of Greenfield LLP and Bluew:ive LLP. The Tribunal issued an order under Sc,ction 62, 
sanctioning the scheme and setting forth several provisions to ensure a smooth transition: 
1. All assets and liabilities of Greenfield LLP and Bluewave LLP were to be t ransferred to Eco Future LLP. 
2. Any ongoing legal proceedings involving either of the original LLPs wou ld continue under the name of 

Eco Future UP. 
3. Both Greenfield LLP and Bluewave LLP would be dissolved without the need for winding up. 
Howcvor, a few partners from Greenfield LLP wc,rc not in f.ivor of tho merger. They dissented from the 
compromise and arr11ngement. The Tribunal provided specific directions to ensure that their interests were 
adequately addressed. 
After the order was made, both LLPs had to file a certified copy of the Tribunal's.order with the Registrar within 
30 days for registration. Unfortunately, due to some administrative delays, this -filing was not completed within 
the stipulated time, leading to penalties for both Eco Future LLP and its designated partners. 

Answer the following MCQs in the light of the limited Liability Partnership Act, 2008 

1. What was the main purpose of the scheme proposed between Greenfield LLP and Bluewave LLP? 
(a) To dissolve both LLPs. 
(b) To t ransfer a ll assets to a third party. 
(c) For the reconstruction and amalgamation of the LLPs. 
(d) To liquidate the companies. 

Ans: (c) 

2. Wh;,t authority doc,s the, Tribun:il have when it sanctions a compromise or arr.ineement under Sc>ction 60? 
(a) It can only supervise the arrangement. 
(b) It has no au thority after sanctioning the arrangement. 
(c) It can supervise, modify, and give directions for the arrangement. 
(d) It can dissolve the LLPs directly wi thout any conditions. 

Ans: (c) 

3. What penalty applies if an LLP fails to comply with the 30-day filing requirement? 
(a) Immediate dissolution of the LLP. 
(b) A fine of ~l0,000 and additional penalties for continuing contravention. 
(c) Suspension of a ll business activities. 
(d) Revocation of the Tribunal's order. 

Ans: (b) 

CS29 (MTP 10 Marks July'24 & SM) (Chapter 12 The Limited liabrlity Partnership Act, 2008) 

Greenleaf LLP is a limited liability partnership engaged in the business of eco- friendly product manufacturing. 
The LLP was initially established with three partners: Priya, Sameer, and EcoCorp Ltd., a corporate entity. Priya 

Case Scenarios 16.35 



and Sameer are the designated partners, with Priya being a resident in India. EcoCorp Ltd. has appointed Anil, 
an individual, as its nominee to act on its behalf. 
After a few years, Sameer decides to retire, leaving Priya and EcoCorp ltd. as the remaining partners. Due to 
some administrative ovarsight, Gr<>enleaf LlP continues its operations without appointing a new partner. This 
situation persists for seven months, with Priya being aware of the reduced number of partners. During this 
pariod, Greenleaf LLP enters into several contracts and Incurs significant financial oblieations. 
On the basis of above facts and by applying applicable provisions of the limited Liability Partnership Act, 2008, 
and the applicable Rules therein, choose the correct answer (one out of four) of the following Multiple Choice 
Question.s (MCQs 6-8) given herein under: 

1. Given that Sameer retired and Greenleaf UP continued with only Priya and EcoCorp ltd., what should 
Greenleaf LlP have done within six months to comply with tho LlP Act? 
(a) Dissolved the lLP 
(b) Continue operating with one designated partner 

(c) Appoint at least one body corporate which should be a foreign company 
(d) Appointed at least one more partner who should also be a designated partner, as every LLP should have 

at least two designated partners 
Ans: (d) 

2. According to the Limited liability Partnarship Act, 2008, choose the correct statement In relation to who 
must be a resident In India among the designated partners? 
(a) At least one individual designated partner shall be resident in India 
(b) All designated pa rtners shall only be resident in India 
(c) It is mandatory for only corporate partners to be resident in India 
(d) At least four designated partners shall be resident in India 

Ans: (a) 

3. In the given case scenario suppose EcoCorp Ltd. also leaves tho llP and the, llP continuc,s business for more 
than six months with only one partner, who is personally liable for the obligations incurred during that 
period? 
(a) Priya 
(b) Both Priya and EcoCorp Ltd. 
(c) EcoCorp Ltd. 
(d) Priya, 5ameer and EcoCorp Ltd. 

Ans: (a) 

(MTP 4 Marks Aug'24) (Chapter 12 The Umlted liability Partnership Act, 2008) 

In 2023, Tech Innovations LLP was established o>s a Limited Llo>bllity Partnership under the Limited Liability 
Partnership Act, 2008. The LLP was formed with two partners: Alex and Jordan, who contributed equally to the 
capital. Alex contributed 5,00,000, while Jordan also contributed 5,00,000. The firm was registered with the 
Registrar of Companies on April 1, 2023. 
Tech Innovations LLP's operations focused on software development and technology consulting. As per the LLP 
agreement, both partners shared profits and losses equally. The LLP agreement also stipulated that any 
changes in the partnership, such as the addition of a new partner or transfer of interest, required the consent 
of both existing partners. 
In June, 2024, Tech Innovations LLP decided to admit a new partnar, Priya, who brought in ~ 2,00,000 as her 
capital contribution. This change was duly recorded and flied with the Regist!'".ar of Companies. Furthermore, 
the LLP decided to hold an annual general meeting within six months from the end of the financial year to 
approve financial statements and discuss business matters. 
On the basis of above facts and by applying applicable provisions of the Limited liability Partnership Act, 2008 
and the applicable Rules therein, choose the correct answer (one out of four) of the fallowing Multiple Choice 
Questions (MCQs 6-7 of 2 marks each) given herein under: 
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2. As per the LLP Act, 2008, what is required for admitting a new partner into the LLP? 
(a) The consent of one existing partner- Only Alex 
(b) A majority vote of existing pa rtners- Either Alex or Jordan 
(c) The consent of all existing partners- Both Alex and Jordan 
(d) Approval from the Registrar of Companies 

Ans: (c) 

3. When is Tech Innovations LLP required to hold its annual general meeting? 
(a) By 30th April, 2024 
(b) By 30th June, 2024 
(c) By 31st July, 2024 
( d) By 30th Se ptember, 2024 

Ans : (d) 

CS31 {MTP 6 Marks Mar'24) (Ch:ipter 13 The General Clauses Act, 1&97) ~ LDR 

Tech Inspiration Private Limited w:,s Incorporated on 30.06.2018. The main object of the company was to 
provide guidance classes for engineerine aspirants. For this purpose, they opened a coachlne center at Freedom 
Plaza, Near Bhagwan Talkies, Bye Pass Road, Agra. The premise was owned by the company. The company also 
made a "Employee Appointment Committee" for the systematic selection and appointment of employees 
including faculties for teaching. In the first slab, committee appointed nine teachers, 3 clerical staff and one 
peon. For the purpose of expansion of business, company decided to open a branch of the company at nearby 
city of Agra. After the due research, the company decided to open its branch at city "Bharatpur" which was 
Just 50 kilometers far from Agra. The company approached Mr. R:ighur:im Mcc,n:i owner of land at Bharatpur 
suitable for company. Mr. R:ighuram Meena le:ised his land for ten years to Tech Inspiration Private Limited. 
The land had a small temple of lord Ganpati at its centre. The company constructed the classrooms on the land 
and many students joined the coaching classes. Besides it, the temple generated some income in the form of 
"Chadhava" (donation). Mr. Raghuram Meena claimed the income of temple with the contention that he had 
leased only the land and not the temple. 
Further one more problem arose In the company. "Employee Appointment Committee" found that one of the 
faculties, Mr. Nitcsh Gupta was not performing well. He was not Justifylne his duties. Therefore, "Employee 
Appointment Committee" decided to terminate h im with effect from 31.01.2024 and scmd him notice of 
termination by properly :iddressine :ind by reeistercd post to Mr. Nltesh Gupb. Mr. Nltesh Gupta refused to 
accept the notice and returned back it to the postman. After two months, on 01.04.2024, Mr. Nitesh Gupta 
filed a suit against the company for claiming the salary for the period from 01.01.2024 to 31.03.2024 with the 
view that his appointment cannot be terminated because of two reasons: 
(i) "Employee Appointment Committee" was established just to appoint the 

employees. They are not authorised for their termination . 
(ii) Mr. Nitesh Gupta's refused to accept the notice of termination with the contention that it was not properly 

served to him. 
On the basis of above fucts and by applying applicable provisions of the Limited liability Partnership Act, 
2008 and the applicable Rules therein, choose the correct answer (one out of four) of the followine MCQs 
given herein under:· 

1. Whether Mr. Raghuram Meena is correct in his claim? Whether he may claim the income of temple: 
(a) Yes, Mr. Raghuram Meena was correct in his views as he leased only land not the t emple, situated on 

such land. 
(b) Yes, as temple is a constructed building, not land. 
(c) No. ' Immovable Property' in te rms of the Genera l Clauses Act, 1897 Includes land, bene fits to a rise out 

of land, and things attached to the earth, or permanently fastened to anythi ng attached to the earth. 
So, benefits attached to land and income from temple will be of Tech Inspiration Private Limited. 

(d) No. It is t he right of Tech Inspiration Private Limited to decide that who will claim the income of temple . 
Ans: (c) 

2 . Whether "Employee Appointment Committee" may terminate Mr. Nitesh Gupta even the authority letter 
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given to "Employee Appointment Committee" has no specific clause authorizing it for termination of 
employees? 
(a) No, as "Employee Appointment Committee" was authorized only for appointment and not for 

termination of employees. 
{b) Yes, because section 16 of the General Clauses Act, 1897, provides that unless a different intention 

appears, power to appoint to include power to suspend or dismiss. 
(c) No, because section 16 of the General Clauses Act, 1897, provides that po\•ver to appoint does not 

include power to suspend or dismiss. 
(d) No, It' s only board of directors of Tech Inspiration Private Limited who has the right to terminate its 

employees in board meeti ng. 
Ans:(b) 

3 . Whether the refusal to accept the notice sent by post, by Mr. Nitesh Gupta would be termed as not servlne 
of notice of termination? 
(a) Yes, as Mr. Nitesh Gupta had not accepted the notice. 
(b) Yes, refusal to accept the post will always be considered as not served. 
(c) No, because as per sect ion 27 of the General Clauses Act, 1897 the service by post shall be deemed to 

be effected by properly addressing, pre-paying, and posting by registered post. 
(d) No, Mr. Nitesh Gupta had the information of sending of notice. 

Ans:(c) 

cs 32 (MTP 6 Marks Aug'241 Nov'24) (Chapter 13 The General Clauses Act, 1897) 

In 2024, Global Enterprises Ltd., " company specializing In international trade., needed to send an important 
notice to one of its cllants, Mr. Rajiv Patel, regarding a contr;ictual amendment_ According to the company's 
intctrn:,I regulations and the contr;,ct terms, the r,otlce had to be served by post. 
On April 15, 2024, the company's legal department prepared the notice and addressed it to Mr. Patel at his 
registered address. The notice was properly addressed, prepaid, and sent via registered post with 
acknowledgment due to ensure the highest level of confirmation for delivery. 
A few days later, on April 20, 2024, the notice was returned with a stamp indicating that it was "not claimed" 
by Mr. Patel. The legal department recorded the return of the notice and noted the endorsement. 
The company's legal advisor referred to past case l:1ws for similar scenarios to ensurc that the notice w:is 

considcred legally served under Section 27 of the General Clauses Act, 1897. They reviewed the followine 
precedents: 
United Commercial Bank v. Bhim Sain Makhija: It was noted that merely sending a notice by registered post 
without the acknowledgment due did not provide sufficient legal protection for proving service. 
Jagdish Singh v. Natthu Singh: This ~ase demonstrated that if a notiQll sent by registered post was returned 
with a refusal endorsement, it was considered served. 
Smt. Vandana Gulati v. Gurmeet Singh alias Mangal Singh: It was established that if a notice sent by registered 
post to a proper address was returned with an endorsement like "not claimed", it was deemed served unless 
proven otherwise. 
On the basis of above facts and by :,pplyine applicable provisions of the General Clauses Act, 1897 and the 
applicable Rules therein, choose the correct answer (one out of four) of the following Multiple Choice 
Questions given herein under: 

1. According to Section 27 of the General Clauses Act, 1897, what three conditions must be fulfilled for a 
service by post to be deemed effective? 
{a) Properly addressed, Pre -paid, and Posting by ordinary post 
(b) Properly addressed, Pre-paid, and Posting by registered post 
{c) Properly addressed, Pre-paid, and Sending by courier 
{d) Properly addressed, Pre-paid, and Hand delivery 

Ans: (bl 

2. In the case of United Commercial Bank v. Bhim Sain Makhija, why was the presumption of service under 
registered post found to be insufficient? 
(a} Because the notice was sent by ordinary post 
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{b) Because the notice was sent by registered post but not with acknowledgment due 
{c) Because the address was incorrect 
{ d) Because the recipient did not respond 

Ans: (b) 

3 . What does the case, of Jaedish Sineh v. N:1tthu Sineh dcmonstratc, about the scrvicc, of notice,? 
{a) Notice sent by registered post without return endorsement is invalid 
{b) Notice sent by registered post and returned with refusal endorsement is deemed served 
{c) Notice sent by ordinary post is deemed served if not retu rned 
{d) Notice served by hand del ivery is always valid 

Ans: (b) 

CS33 

Omx Softw:1rc Priv:,tc, Limitcd is a private Qompany and having its rci:istcred office in Bangalore and is a wholly 
owned subsidi:,ry of Omx Software, Inc, situated in USA. Mr. Rajat Kapoor, Mr. Shubh:,m and Mr. Pctcr aro 
directors of Omx Software Private Limited. Mr. R:,jat and Mr. Shubh:,m are Indian rosidents while Mr. Peter Is 
a non-rcsidcnt and stays in USA. Mr. Peter Is also a director in Omx Software Inc. Mr. Rajat left India on 2nd 
November, 2021 for the purpose of looking after the business of Omx Software Inc. Mr. Rajat came to 
back to India on 12th February, 2022 to meet his family and left India on 26th February, 2022 and went back 
to USA to look after the business of Omx Software Inc. Mr. Rajat again visited India on 25th August, 2022 and 
stays in India for the whole year. Omx Software Private limited had availed a consultancy service from a 
comp:,ny situ:,tcd in USA for dcvelopmont of software for the purpose of rendcrini: service, to its customers 
situatcd in India. Mr. Rajat had purchased a residcntl:,I propcrty in USA on 27th April, 2022 which was self• 
occupicd by him for his residential use. 

1. Considering the provisions of the Foreign Exchange Management Act, 1999, which of the following options 
correctly determines the residential status of Mr. Rajat Kapoor: 
{a) Mr. Rajat Kapoor to be treated as resident in Ind ia for Financial Year (FY) 2022-2023 and FY 2023-2024 

since he stays In India for more than 182 days 
{b) Mr. Rajat Kapoor to be treated as non-residen t in India for FY 2022-2023 since he left India for the 

purpose of carrying business of Omx Software Inc and residen t for FY 2023-2024 
{c) Mr. Rajat Kapoor to be treated as non-resident for FY 2022-2023 and FY, 2023-2024 
(d) Mr. Rajat Kapoor to be treated as resident in India for FY 2022· 2023 since he stays in India for more 

t han 182 days and non- resident for FY 2023-2024 
Ans; (b) 

2. Considering the provisions of the Foreign Exchange Management Act, 1999, how much amount can 
company remit outside India: 
(a) Permissible amount remitted to US company for obtaining consultancy without obtaining prio r 

approval of RBI is USD 1,000,000 per project 
{b) Permissible amount remitted to US company for obtaining consultancy w ithout obtaining prior approval 

of RBI is USD 100,000 per project 
(c) Permissible amount remitted to US company fo r obtaining consulta ncy w ithout obtaining prio r approval 

of RBI is USD 200,000 per project 
(d) Permissible amount remitted to US company for obtaining consultancy v,ithout obtaining prior approval 

of RBI is USD 2,000,000 per project 

3. Considering the provisions of the Foreign Exchange Management Act, 1.999, in respect of purchase of 
residential property by Mr. Rajat in USA which of the following statement is correct? 
(a) Purchase of residentia l property by Mr. Raja t is a current account transaction 
(b) Mr. Rajat has to sell his property before re t urni ng to India permanently as he becomes resident in 

su bsequent yea rs 

Case Scenarios 16.39 



(c) Purchase of residential property by M r. Rajat is neither capital account transaction nor current account 
transaction 

(d) Purchase of residential property by Mr. Rajat is a capital account transaction 
Ans: (c) 

CS34 
(MTP 10 Marks July'24 & SNI) {Chapter 15 The Foreien Exchanee Management Act, 
1999 __,,_ 

Amit, an Indian resident during the Financial Year {FY) 2021-2022, decided to pursue higher studies in 
Biotechnology in Switzerland. On 15th July 2022, he left India to begin his two-year academic program. The 
determination of Amit's residential status under the Foreign Exchange Management Act {FEMA), 1999, for the 
Financial Years 2022-2023 and 2023-2024, Is crucial to understand his obligations and entitlements concerning 
forelen exchange transactions. 
In terms of financial requirements, Amit needs USD 25,000 annually to cover his tuition fees. Additionally, he 
requires USD 30,000 annually for incidental expenses and living costs while studying abroad. Thus, his total 
annual requirement amounts to USD 55,000, making it imperative to assess the provisions under the Foreign 
Exchange Management Act, 1999, that govern the remittance of foreign. On the basis of above facts and by 
applying applicable provisions of the Foreign Exchange Management Act, 1999, therein, choose the correct 
answer {one out of four) of the following MCQs (11-13) given herein under: 
1. What would be Amit's residential status for FY 2022-2023 under FEMA, 1999? 

(a) Resident in India 
(b) Non-Resident Indian {NRI) 
{c) Person of Indian Origin (PIO) 
(d) Overseas Citizen of India {OCI) 

Ans: (b) 

2. What would be Amit's residential status for FY 2023-2024 under FEMA, 1999? 
(a) Resident in India 
(b) Non-Resident Indian {NRI) 
(c) Person of Indian Origin (PIO) 
(d) Overseas Citizen of India {OCI) 

Ans: {b) 

3. Suppose now Amit wants more money for his living cost abroad. What is the maximum amount that can 
still be remitted abroad per financial year under the Liberalized Remittance Scheme (lRS)? 
(a) USD 100,000 
(b) USD 195,000 
( c) USD 200,000 
(d) USD S00,000 

Ans: {b) 

CS35 (RTP Jan'25) 

ABC limited, was incorporated on 1st January, 2023. It operates in the manufacturing sector and aims to 
expand its business model to include e• commerce operations. ABC limited's first financial year ended on 31st 
March, 2024, and the board is preparing for its first Annual General Meeting {AGM) to present the financial 
statements and discuss the new business model. ABC Limited's current board consists of five directors, 
Including two Independent directors appointed In line with best corporate governance practices. 
The company has a wholly owned subsidiary, XYZ limited, which is primarily Involved in research and 
development for new products. XYZ limited's financial year also ended on 31st March, 2024. Additionally, ABC 
Limited has a 30% stake in an associate company, MNO limited, which provides logistics and distribution 
services. The board is assessing if it is required to prepare consolidated financial statements {CFS) that combine 
the financials of ABC Limited, XYZ Limited, and MNO limited, considering the exemptions available under the 
Companies Act, 2013. 
The AGM agenda includes: 
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1. Approval of the financial statements for the financial year 2023-24. 
2. Discussion of a special resolution to adopt a new e-commerce business model, which requires a threefold 

majority approval. 
S. Approval of consolidated financial statements, if required. 
4. Appointment of auditors and other general meeting proccadings. 
The board has provided notice to all members about the AGM agenda, includinc the proposal for the special 
item requiring special resolution. This notice was sent by email and registered post to ensure compliance with 
statutory notice requirements. All shareholders, including minority stakeholders, received this notice with 
proof of delivery available w ith the company. 
Solve the MCQs (1·5) on the basis of the Companies Act, 2013. 

1. Given that ABC Limited' s first financial year ended on 31st March, 2024, and it was incorporated on 1st 
January, 2023, what Is the latest date by which ABC Limited must hold Its first AGM? (Chapter 7: 
Man<>i::ement & Administration) 
(a) 30th September, 2024. 
(b) 31st December, 2024. 
( c) 31st March, 2025. 
(d) 30th June, 2025. 

Ans: (b) 

2. Suppose ABC Limited holds its first AGM on 15th December, 2024. By when must it hold its subsequent 
AGM to rem:iln compliant? (Chapter 7: Management & Administration) 
(a) 15th December, 2025. 
(b) 30th September, 2025. 
(c) 30th June, 2025. 
(d) 31" March, 2025. 

Ans: (b) 

3. Under the Companies Act, 2013, does ABC Limited nead to prepare consoliolated financial statements (CFS) 
to present at the AGM? (Chapter 9 : Accounts of Companies) 
(a) Yes, because it has one wholly owned subsidiary and an associatecompany. 
(b) No, because it qualifies for exemption as a wholly ownedsubsidiary. 
(c) Yes, only if XYZ Limited and MNO Limited are listed companies. 
(d) No, if shareholders provide written consent exempting it from CFS preparation. 

Ans: (a) 

4. What must ABC Limited ensure to pass the special resolution approving the adoption of a new e· 
commerce business model at the AGM? (Chapter 7: Management & Administration) 
(a) The resolution must have more than 50% of votes in favor. 
(b) The resolution must be stated as special in the notice, and votes in favor must be three times the votes 

against. 
(c) The resolution can be passed if votes in favor exceed votes against without being stated as special. 
(d) The resolution must have una nimous support from the board ofdirectors. 

Ans: (b) 

5. Under which conditions would ABC Limited be:, exempt from preparing con.solidated financial statements? 
(Chapter 9: Accounts of Companies) 
(a) If ABC Limited is a wholly owned subsidiary, a ll members agree in writing to the exemption, and proof 

of delivery of this intimation is available. 
(b) If XYZ Limited's shareholders una nimously agree to wa ive CFS requirements. 
(c) If MNO Limited's financials are not significant to ABC Limited's overall financial position. 
(d) If ABC Limlted's board decides to skip CFS preparation with a simple majority vote. 

Ans: (a) 

CS36 (PYP 6 Marks Sep'24) {Ctiapter--5 • Acceptance of Deposits by Companies) 
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ABC Publications Limited accepted deposits from the public to the tune of~ 70 lakh on 1st May 2021, for a 
period of 36 months at an interest rate of 10% per annum. The repayment would be made on 30th April, 2024. 
It hns complied with 1111 the statutory requirements for the nccepta nce of deposits by II Public limited Compnny. 
One of the depositors Mr. Y was in urgent need of money as his son wanted to pursue his higher education 
:,broad. His total deposit with ABC Public:itlons limited was '{10 lakh. On 1st June 2022, he sent his request to 
the company asking for premature repayment of his deposit along with interest. 
Another depositor, Mr. U had deposited~ 6 lakh in his name. On 18th September 2022, he sent an application 
to the company to change the name on his deposit and make it a joint holding in the names of himself, his wife 
and two children. The company is contemplating the requests received from its depositors. 
In addition to the deposits received form the public, the company had also raised funds by amount received 
from a Public Sector Bnnk, by Issue of bonds and debentures and amounts against issu<! of commercial papers 
which were Issued accordine to the euldclines issued by the Reserve Bank of India. 
On the basis of the given fucts, and by applying the :ipplicable provisions of the Comp:inies Act, 2013 and the 
Rules therein, choose the correct answer of the following questions: 
1. Advise ABC Publications limited regarding the amount and the interest that can be repaid to Mr. Y: 

(a) The company cannot make premature repayment of the deposits. 
(b)The company can prematurely repay the deposit along with interest@ 10% for a period of 13 months 

(1" May 2021 to 31thMay 2022) 
(c) The company can prematurely repay the deposit along with interest@ 9% for a period of 13 months 

(1" May 2021 to 31"' May 2022) 
(d) The company can prematurely repay the deposit along with lnterest@ 9% for a period of 11 months 

(1st May 2021 to 31st March 2022) 
Ans: (C) 

2. Advise ABC Publications limited regarding the request of Mr. U: 
(a) Mr. U cannot change his deposit to joint holding. 
(b) The deposits can be held jointly only by Mr. U and his wife. 
(c) The deposits can be held jointly by Mr. U, his wife and two child ren. 
( d) The deposits can be held jointly by Mr. U and any two members only. 

Ans: (d) 

3. The Banker of ABC Publications limited wanted a list of deposits accepted by the company. Advise the 
company on what among the following constitute deposit: 
(a) Amount raised through bonds and debentures 
(b) Any non-interest bearing amount received and held in trust 
(c) Amount received from Public 
(d) Amount raised through the issue of commercial paper as per the Reserve Bank of India guidelines and 

amount raised through bonds and debentures 
Ans: (c) 

CS37 (PYP 6 Marks Sep'24) (Chap-11· Companies lncorporilted Outside India) 

Combat Gaming limited is a company incorporated outside India with a place of business in Rajasthan. To 
improve its gaming software, the company wanted to apply Artificial Intelligence technology. In order to raise 
more funds to meet out the investment cost, the company decided to issue shares. It issued prospectus of the 
company which was properly dated and signed according to the provisions of the Companies Act, 2013 and 
delivered them to the Registrar of Companies on 16th August 2023. The Registrar on verific.tt ion of the 
documents found that the particulars in the prospectus wns Incomplete and Issued a notice to the company 
saying that the prospectus is invalid. Hence, the directors scrutinized the documents and during the scrutiny it 
was observed by the CFO that there was a mistake in one of the documents delivered to the Registrar and 
hence altered that on 29th September 2023. Analyse, based on the above scenario and answer the following 
questions: 

1. According to the Companies (Registration of Foreign Companies) Rules, 2014, of the Companies Act, 2013, 
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which of the following documents shall not be annexed to the prospectus? 
(a) Any consent to the issue of the prospectus requ ired from any person as an expert; 

(b) Statement of prel iminary expenses; 
(c) A copy of contracts for appointment of Managing Director or Manager and in case of a contract not 

reduced into writing, a memorandum giving full particulars thereof 
(d) A copy of underwriting agreement 

Ans: (b) 

2. Combat Gaming Limited has made alteration in documents delivered to the Registrar, they shall intimate 
to Registrar of Companies by 
(a) 29th October 
(b) 
(c) 

13th November 
28th November 

( d) 9th October 
Ans: (a) 

3. Combat Gaming Limited has to deliver the required documents along with the appropriate fees to: 
(a) The Registrar of Companies, Rajasthan 
(b) The Comptroller and Auditor General Office, Ne,,v Delhi 
(c) The Registrar of Companies. New Delhi 
(d) The Company Law Board, New Delhi 

Ans: (CJ 

CS38 (PYP 6 Marks Sep'24) (Chap •12· The Limited Liability Partnership Act, 2008) 

Mr. Sis a well experienced technocrat in the field of manufact11ring of computer hard discs and motherboard. 
He resigned from his job and wished to form a Limited Liability Partnership (LLP} with the object of 
manufacturing and trading of computer hardware. He wanted to include his close friends Mr. A, Mr. 8, and Mr. 
C who are very familiar in the same field and worked in the foreign companies also. 
All three friends had accepted the invitation of Mr. S to be partners of the LLP. Mr. S wanted to ensure whether 
all the three friends are resident of India and requested them to provide the details of their stay in India. During 
the previous financial year, Mr. A has stayed in India for a period of 170 days, Mr. B stayed In India for 110 d.iys 
and Mr. C stayed in India for 100 days. All the partners had given their consent to act as designated partners. 
He applied for the reservation of desired name to the Registrar and also paid the prescribed fees. 
Based on the above facts, answer the following questions: 

1. The name applied for has been approved by the Registrar. The approved name of LLP shall be valid for a 
period of______ intimation by the Registrar. 

(a) 2 months 
{b) 1 month 
(c) 3 months 
(d) 6 months 

Ans: (C) 

2. Which of the following combinations of partners, if appointed as designated partners, w ill not be in 
accordance with the provisions laid down by Limited Liability Partnership Act, 2008? 

(a) Mr. A, Mr. Band Mr. C 
(b) Mr. Band Mr. C 
(c) Mr. A and Mr. C 
{d) Mr. A and Mr. B 

Ans: (b) 

3. In how many days, a Limited liability Partnership shall file with the Registrar, the particulars of every 
individual who has given his consent to act as designated partner? 
(a) Within thirty days of incorporation of LLP 
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(b) Within thirty days of his appointment 
(c) After forty five days of incorporation of LLP 
( d) After sixty days of his appointment 

Ans: (b) 

CS39 PYP 6 Marks Se '24) (Cliapter 15: The Forei,:n Exchani:o Mana1:cment Aet 1999) 

Progressive Management College have Introduced a Global Management Diploma Course which is of 12 
months duration. Out of 12 months, 11 months studies are held in India and rest of 1 month is earmarked for 
foreign tour. Rudra Pratap is the Principal of the college. After taking requisite permission from the competent 
Ministry, the cultural tour programme was chalked out and the team visited Malaysia, Singapore, Australia 
and New Zealand. 
Rudra Pratap's daughter Payal got admission in a medical college situated in California, United States of 
America. For fee and other expenses, Payal needs USO 2,25,000. Rudra Pratap contacted his banker to know 
the procedure for availing of foreign exchange and tho authority to whom he shall apply. His banker properly 
guided all tho relevant procedures for availing of tho foreign exchange. 
Rudra Pratap's brother Sourya Pratap went to UK some years ago, where he Joined :, company in m:in:ieerial 
position. He int.,rmlttentlyvislts to lndi:i and maintains a Non-Resident Speci:il Rupee Scheme Account (NRSR) 
in Mumbai. He wanted to make remittance of interest earned in the NRSR Account and asked his bankers for 
the required formalities. 
Based on the above facts, answer the following questions: 

l. For the purpose of cultural tours, approval of which Ministry is roquir.,d to be obtained ? 
(a) Ministry of Human Resources Development 
(b) Ministry of External Affairs 
(c) Ministry of Home Affairs 
(d) Ministry of Commerce and Industry 

Ans: (a) 

2. For availing foreign exchange for studying abroad, which of the following option is correct: 
(a) The transaction of withd rawal of foreign exchange of USO 2,25,000 forstudying abroad is prohibited. 
(b) The transaction of withdrawal of foreign exchange of USO 2,25,000 forstudying abroad requires prior 

approval of Government of India. 
(c) The transaction of withdrawal of foreign exchange of USD 2,25,000 forstudyi ng abroad requires prior 

approval of RBI. 
(d) The transaction of withdrawal of foreign exchange of USD 2,25,000 forstudying abroad do not require 

prior approval of RBI. 
Ans: (d) 

3. The remittance of foreien exchanee for arranelne of cultural tour for the students is an example of: 
(a) Capital Account Transactions 
{b) Current Account Transactions 
(c) Hybrid Transactions 
( d) Amortised Transactions 

Ans: (b) 

{MTP 10 M-1rks J'jov'24) 

Prakash limited and Vasudha Private limited {VPL) were incorporated in January 1999 by Mr. Vicky Trlpathi 
:,nd his family members. Both the comp:>nies arc engaged in the business of manufacturing machinorios used 
in aerlcultural sector. Mr. Vicky Tripathi and his youneer brother Vlnay Trlpathi actively participate in the daily 
operations of both the companies. Vasudha Private Limited is wholly owned by Tripathl family, while Trlpathl 
family has a majority stake of 51% in Prakash limited. 
Due to the poor economic conditions in the agriculture sector and shifting of the farmers' focus to more 
advanced farming techniques, the sales of Prakash Limited is dipping and its bottom line has been in the red 
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for the last couple of years. The unabsorbed loss of Prakash Limited for the current financial year is~ 9.8 crore. 
Prakash Li mited didn' t pay any dividends during the last four years. Prakash Limited has accumulated profit in 
the form of free reserves of~ 180 crore whereas paid-up share capital is 918 crore as per its latest audited 
financial statement and loss of"( 9.8 crore has not been deducted from such amount of free resc,rves. Since 
pressure from shareholders of tho frc,e flo:at Is mounting, manaeamcnt at Prakash Limited decided to pay 
dividend this year out of accumulated profit. Finally, the dividend was declared on 31st Aueust 2024. Some of 
the dividend remained unpaid as on 30th September 2024, on account of operation of law; this was t ransferred 
to unpaid Dividend Account and a statement containing only the names of su,c,h beneficiaries was hosted on 
the website of the company on 9th November 2024. 
Vasudha Private Limited is a mid-sized unlisted entity, with few branches abroad and is not required to appoint 
an independent director under section 149(4). During the immediately prc,ceding F.Y., its nc,t worth was"( 280 
crorc, turnover was "( 590crore and net profit was "( 45.8 crorc,. The profits and other Information for the 
immediately preceding three years are eiven below: 

Particulars Year ended Year ended Year ended 
31.3.2024 31.3.2023 31.3.2022 

{"( in crore) (~ In crore) (~ In crore) 
Net Profit for the year as per section 41.6 42.9 28 
198 {in accordance with applicable 
provisions) 

The Board of Directors of Vasudha Private Limited is not clear whether they have to compulsorily form a CSR 
committee. In order to avoid adverse legal consequences, Vasudha Private Limited constituted a CSR 
committee comprising of two (2) non-executive directors and one (1) executive director who was appointed 
as chairperson of the committee. 
On the basis of above facts and by applying applicable provisions of the Companies Act, 2013 and the applicable 
Rules therein, choose the correct answer (one out of four) of the followine Multiple Cf)oice Questions eivcn 
herein under: 

1. In case of Prakash Limited, regarding the unpaid dividend, which of the following statements is correct? 
{Chapter 8: Declaration and Payment of Dividend) 
(a) Prakash Limited is gui lty, of non-payment of dividend, because some o f the dividends remain unpaid 

even after 30 days of declaration. 
(b) Prakash Limited is guilty, because the list of beneficiaries of unpaid dividend is hosted on the website 

after 30 days from the date it falls lnthe category of unpaid dividend. 
(c) Prakash Limited is guil ty, because the list of beneficiaries does not contain the latest known address of 

beneficiaries and the amount unpaid. 
(d) Prakash limited is not guilty, because it has full-filled all the provisionsof law pertaining to unpaid 

dividend. 
Ans: (c) 

2. During the current year, is Vasudha Private Limited required to constitute CSR committee under the 
provisions of the Companies Act, 2013? (Chapter 9: Accounts of Companies) 
(a) No, because it is a private company 
(b) No, because it is an unlisted company and it has net-worth less than~ 500 crore 
(c) Yes, because despite being unl isted company its turnover is above ~ 500 crore 
(d) Yes, because the company meets the threshold criteria having net profits exceeding ~5 crore in the 

immediately preceding financial year 
Ans: (d) 

3. What is the implication of the fuct that Prakash Limited has not paid divide:nds for the last four years while 
having free reserves? (Chapter 8 : Declaration and Payment of Dividend) 
(a) The company is in violation of the Companies Act, 2013, for not declaringdividends. 
(b) The shareholders can legally challenge the management for not utiliz ingfree reserves for dividends. 
(c) There is no legal obligation to declare dividends even if the company hasfree reserves. 
(d) The company must now use all of its free reserves to pay dividends tosatisfy shareholder demands. 

Ans: (c) 
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4. Considering the legal provisions regarding the constitution of CSR committee and the one constituted by 
Vasudha Private limited, state which of following the statements hold truth? (Chapter 9: Accounts of 
Companies) 
(a) Constitution of the committee is invalid because it doesn't consist of ani ndependent director. 
(b) Constitution of the committee is invalid because its chairperson Is anexecutive director. 
(c) Constitution of the committee is valid because it depends purely uponthe discretion of 

management. 
( d) Constitution of the committee is valid because company Is not requiredto appoint an independent 

director. 
Ans: (d) 

5 . What Is the minimum amount to be spent by Vasudh" Privote limited on CSR activities for F.Y. 2024-25? 
(Ch:>pter 9: Accounts of Companies) 
(a) ~89.06 Lakh 
(b) ~78 .20 Lakh 
(c) ~75.00 Lakh 
( d) ~ 73.80 Lakh 

Ans: (c) 

CS41 (MTP 6 Marks Nov'24) (Chapter 12: The limited liability P:irtnershlp Act, 2008) 

Rahul and Meenakshi, two young entrepreneurs, founded "Educom Innovators UP" under the limited li:ibility 
Partnership Act, 2008, with" focus on providing digital education solutions. Raliiul brought technical expertise, 
while Meenakshi managed the business operations. Actordingto the LLP Agreement, both contributed equally 
and shared profits equally. After two years of growth, they decided to admit Anshul, an industry expert, as a 
partner to expand their reach . Anshul agreed to contribute additional capital and bring industry contacts. 
However, shortly after joining, Anshul discovered that certain key compliance filings, including Form 11 
(Annual Return) and Form 8 (Statement of Accounts and Solvency), were pending. Concerned, Anshul wanted 
to understand his liablllty and insisted that the LLP Immediately address the compliance issues. Meanwhile, 
Rahul proposed to amend the LLP Agrecmontto reflect Anshul's new profit-sh:iring ratio and allocate specific 
decision-making powers to him. As they worked through these matters, they consulted a legal advisor to 
understand how the limited Liability Partnership Act, 2008, impacted their responsibilities, liabilities, and 
compliance obligations. 
On the basis of above facts and by applying applioable provisions of the limited Liability Partnership Act, 2008 
and the applicable Rules therein, choose the llorrect answer (one out of four) of the following Multiple Choi;e 
Questions given herein under: 

1. When Anshul joined Educom Innovators LLP, he discovered that key compliance filings, including the 
Annual Return and Statement of Accounts and Solvency, were pending. What Is Anshul's liability as a 
newly admitted partner concernine these past compliance, lapses? 

(a) Anshul has no liability for past compl iance lapses since he was not apartner when they occurred. 
(b) Anshul shares equal liabil ity for past compl iance lapses because he isnow a partner in the LLP. 
(c) Anshul is only liable if the LLP Agreement specifically assignsresponsibi lity to him for compliance. 
(d) Anshul's liability for past compliance is limited to his capital contributionin the LLP. 

Ans: (a) 

2 . In light of Anshul's concern about the pending compliance filings, which of the following best describes 
tho responsibilities of the partners In Educom Innovators LLP regarding compliance with the LLP Act, 2008? 

(a) Only the designated partners are responsible for ensuring compliancewith fili ng obligations under 
the LLP Act. 

(b) All partners, including new pa rtners like Anshul, are equal ly responsib lefor compl iance, regardless of 
the LLP Agreement. 

(c) Compliance responsibilities can only be assigned to one partner, whowill bear full accountability. 
(d) The legal advisor is responsible for handling compliance, and thepartners have no liability once they 
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hire legal counsel . 
Ans: (a) 

3. Suppose In the given scenario, Educom Innovators LLP falls to file the Statement of Account and Solvency 
or Annual Return for any five consecutive financial years, which of the following could occur? 
(a) Educom Innovators LLP may be wound up the Tribunal 
(b) Takeover of Educom In novators LLP by the persons appointed by the Registrar of Companies 
(c) Revocation of all partner rights until filings are complete 
(d) The losses for these 5 consecu tive years shall be shared equally by all the partners irrespective of the 

profit sharing ratio as decided in the LLP agreement. 
Ans: (a) 

CS42 {MTP 10 Marks Dec:'24, RTP Nov'21} 

Mr. V startad a new venture of on•line business of supply of grocery items at the door· step of consumers. 
Initially It was having the :irea of operations of Saharanpur city only. He employed some young boys having 
their own bikes and allocated the areas which they were accustomed of It, for making delivery of the grocery 
items as p<!r their orders. He also eot developed a website and Mobile App to r<?ceive the orders on•line. His 
friend Sundaram who is a Chartered Accountant, suggested him to oorporatize this business form, from 
proprietorship business to a One Person Company {OPC). Mr. V agreed and a OPC was incorporated in the 
name of "Ask V Online Grocery {OPC) Pvt Ltd." (for short OPC·l). In this OPC Mr. V became the member and 
director and Sudha (the mother of Mr. V) was made as nominee. 
After a year Mr. V got married with Vanl. Since the business of on-line supply of grocery was on rising trend, 
day by day, he thought to start a new business of supply of MIik and Milk Products and another OPC In the 
name of "Vani Milk Products (OPC) Pvt Ltd" (for short OPC·2) was lncorporat~ with the help of his professional 
friend Sundaram. In this OPC-2, Vani (his wife) became the member and director and Mr. V was named as 
Nominee. 
To summarise the position, the information is tabulated as under: 

NameofOPC Ask Mr. V40nline Grocery (OPC) Vanl MIik Products (OPC) 
Pvt Ltd [OPC-1] Pvt Ltd [OPC-2) 

Member and Director Mr. V Vani 
Nominee Sudha (Mother of Mr. V) Mr. V (Husband of Vani) 

After some time, Sudha (the mother of Mr. V) passed away. However, before the death, Sudha had made a 
WILL, in which she mentioned that after her demise, her another son Krishh be made nominee in the OPC-1. 
When Krishh came to know this fact, he argued with Mr. V to fulfil the wish of Sudha as per her WILL (Mother 
of Mr. V and Krishh), but Mr. V denied this and appointed Vani (his wife) as nominee. 
Aggrieved from the decision of Mr. V for not nominating him (Krishh), Krishh threatened Mr. V to take 
appropriate legal action against him for not honouring the Wil l of Sudha and consulted his lawyer. Meanwhile 
due to continuous threatenine and unpleasant converstttlon between Krishh and Mr. V, Vani became mentally 
upset and became insane, as certified by the medical doctor, so lost her capacity to contract. In this situation, 
Mr. V being the nominee in OPC·2 became member and director of this OPC-2. 
One of the friends of Mr. V advised him to do some charitable work of providing free education to the girf 
children of his native village near by Saharanpur. Mr. V thought about this proposal and asked his professional 
friend Sundaram to convert this OPC-2 into Section 8 company. 
On the basis of above facts and by applying applicable provisions of the Companies Act, 2013 and the applicable 
Rules therein, choose, the correct answer (one out of four) of the following Multiple Choice Questions (MCQs 
1-5, of 2 marks each) given herein under: 

1. Since Vani, being Insane, lost the capacity to contract, Mr. V (who was nominee) became the member of 
OPC-2. Now who will make nomination for this OPC: (Chapter 2 Incorporation of Company and Matters 
Incidental Thereto) 
(a) Mr. Vin the capacity of husband of Vani can nominate any person as Nominee of OPC-2 
(b) Mr. V (who was nominee) of OPC-2 has now become member of this OPC and now as a member of 

this OPC he can nominate any person as per his choice as Nominee for this OPC. 
(c) When no person is nominated, the Central Govt. will make nomination of such OPC-2. 

Case Scenarios 16.47 



(d) When no person is nominated the Registrar shall order the company to be v,ound up. 
Ans : (b) 

2. Whether conversion of OPC-2 into a company governed by Section 8 is permissible? (Chapter 2 
Incorporation of Company and Matters Incidental Thereto) 
(a) Yes, OPC can be converted into Section 8 company 
(b) No, OPC cannot be converted into Section 8 company 
(c) This OPC-2 can be converted into section 8 company, provided the Central Govt give license 
(d) Providing of free education to girl child do not come under the specified object s mentioned for 

eligibility incorporation of section 8 company 
Ans : (b) 

3. Mr.Vis a member in OPC· l :ind became a member in :,nether OPC-2 (on 2nd April, 2024) by virtue of his 
being a nominee in that OPC-2. Mr. V shall, by what date, meet the eligibility criteria that an individual 
can be a member in only one OPC: (Chapter 2 Incorporation of Company and Matters Incidental Thereto) 

(a) 11th May 2024 

(b) 25th August 2024 

(c) 26th August 2024 

(d) 29th September 2024 

Ans: (d) 

4. After the demise of Sud ha (the mother of M r. VJ, Vani was nominated by M r. V for OPC-1 as Nominee. But 
now Vani has become insane, so what recourse you will suggest to Mr. V : (Chapt<ir 2 Incorporation of 
Company and Matters Incidental Thereto) 

(a) Mr. V is required to nominate another person as nominee 
(b) Mr. V should wait till Vani becomes good of her health and able to have the capacity to contract 
(c) Although Vani has become Insane, but If she is able to sign, her nomination in OPC-1 may 

continue 

(d) Sundaram (the Chartered Accountant) who helped in incorporation of OPC-1, may act as legal 
consu ltant on behalf of Vani 

Ans: (a) 

S. Mr. Vis preparing the financial statements for "Ask V Online Grocery (OPC) Pvt Ltd" for the financial year. 
Which of the following statements is correct regarding compliance with section 129 of the Companies Act, 
2013? (Chapter 9 Accounts of Companies) 

(a) Financial stat ements of OPC-1 must include a cash flow statement. 
(b) The financial statements must be presented and approved by a general meeting of members. 
(c) Mr. V, as the sole director, is responsible for approving t he fi nancial stat ement s before fili ng w ith the 

RoC. 
(d) Consolidated financial statements must be prepared for OPC-1. 

Ans: (c) 

CS43 (MTP 6 Marks Dec'24) (Chapter 12 The limited Liability Partnership Act, 2008) 

DEF LLP is a well-established limited liability partnership engaged in providing consulting services. It has four 
partners: A, B, C, and D, each contributing equally to the capital and holding an equal share of the profits and 
losses, a.s detailed in the LLP agreement. The partnership operates smoothly until Partner A encounters 
significant financial difficulties due to personal business losses and decides to transfer his entire share of profits 
and losses in the LLP to Mr. X, an external investor, in exchane;:e for fln3nci3I :issistance. The dl!cision, although 
legal as per the LLP agreement, creates a ripple of concerns among the other partners. 
After the transfer: 
• Partner B argues that the LLP must be dissolved because Partner A's transfer of rights effectively amounts 

to exiting the partnl!rship, thus Impacting the continuity of the LLP. 
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• Mr. X, being the transferee, demands active participation in DEF LLP's decision-making pre<:esses and insists 
on accessing financial records to monitor his investment, citing the substantial stake he now holds in the 
LLP. 

• Partner Cvoices concerns about the potential disruption in the LLP's management structure and operations, 
questioning whether Mr. X's involvement aligns with the LLP's existing framework and the provisions of the 
Limited Liability Partnership Act, 2008. 

• Partner D, on the other hand, adopts a neutral stance but raises the issue of whether the LLP agreement 
sufficiently addrc,sses such transfers to avoid future disputes. 

• The situation creates a complc,x dynamic within DEF LLP, raising questions abcuttha rights cf the transfcrea, 
the implications fer the partnership's operations, and the legal previsions governing such transfers under 
the Limited Liability Partnership (UP) Act, 2008. 

• On the basis cf above facts and by applying applicable previsions cf the Limited Liability Partnership Act, 
2008 and the applicable Rules therein, choose the correct answer (one out of four) of the fellowing Multiple 
Choice Questions given herein under: 

1. Can Partner A leeally transfer their share cf profits and lesses to Mr. X? 
(a) No, Partner A cannot transfer t heir share w ithout the consent of all other partners. 
(b) Yes, Partner A can transfer their share entirely In accordance with the LLP agreement. 
(c} No, such transfers are not allowed under the LLP Act. 
(d) Yes, but only If Mr. X becomes a partner in the LLP. 

Ans : (b) 

2. Does the transfer of Partner A's share to Mr. X result in the dissolution of DEF LLP? 
(a) Yes, because transferring all rights indicates Partner A's disassociation. 
(b) No, because the LLP Act, 2008 does not consider such transfers as grounds for dissolution. 
(c} Yes, because all part ners must agree to such transfers to avoid dissolut ion. 
(d) No, unless it is explicitly stated in t he LLP agreement. 

Ans: (b) 

3. Dees Mr. X gain any right to participate in DEF LLP's management or acces.s its financial records? 
(a) Yes, as he now holds Partner A's share in the LLP. 
(b) No, unless expressly allowed by the LLP agreement. 
(c} Yes, because it is essential to safeguard his investment. 
(d) Yes, as external transferees are automatically included in LLP management. 

Ans : (b) 

(MTP 6 Marks Dec'24) (Chapter 13 The General Clauses Act, 1897) 

Sunrise Technologies Prlv:ate Limited ("STPL") w:as In pre<:c,ss cf establishing its new software development 

center in Pune. On 28th February, 2024, the Beard cf Directors passed a resolution to purch:ase " property 

consisting of: 

• A three-storey building 
• 2S acres of agricultural land adjacent to the building 
• 100 meter cars 
• An orchard wlth 100 fruit-bearing trees 
The company received a government notification dated 15th March, 2024, requiring all new technology centers 
to obtain special clearance within 45 days cf establishment. The notification mentioned that existing orders 
under the previous Technology Parks Act (which was repealed and replaced by new leelslaticn) would continue 
to rt:lmain valid. The notification was to be served to all concerned parties throueh registered post. 
The M:,naeing Directer has approached you to understand various leeal aspects under the General Clauses Act, 
1897. 
On the basis of above facts and by applying applicable previsions cf the General Clauses Act, 1897, cheese the 
correct answer(one out of four) of the fellowing Multiple Choice Questions (MCQs 9-11, of 2 marks each) given 
herein under: 
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1. With respect to the property being purchased by STPL, which of the following would not qualify as 
"immovable, property" under the General Clauses Act, 1897? 
(a) The orchard with fruit-bearing trees 
(b) Motor Cars 
(c) The three-storey buildi ng 
(d) The agricultural land 

Ans: (b) 

2 . The government notification requires clearance "within 45 days". If the notification was received on 20th 
March, 2024, and the 45th day falls on Sunday, May 4, 2024, what would be the last date for obtaining 
clearance? 

(a) 3rd May, 2024 

(b) 4th May, 2024 

(c) 5th May, 2024 

(d) Gth May, 2024 
Ans: (c) 

3 . Concerning the, previous orders under the repelllcd Technology Parks Act, which statement Is correct? 
(a) All previous orders automatically become void 
(b) Previous orders continue to be valid unless explicitly cancelled 
(c) Previous orders require fresh validat ion under new law 
(d) Previous orders are valid for only 6 months after repeal 

Ans : (b) 
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