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Preliminary

Question 1:
The paid-up share capital of Saras Private Limited is Rs. 1 crore, consisting of 8 lacs Equity Shares of Rs.
10 each, fully paid-up and 2 lacs Cumulative Preference Shares of Rs.10 each, fully paid-up. Jeevan (JVN)
Private Limited and Sudhir Private Limited are holding 3 lacs Equity Shares and 50,000 Equity Shares
respectively in Saras Private Limited. Jeevan Private Limited and Sudhir Private Limited are the subsidiaries
of Piyush Private Limited. With reference to the provisions of the Companies Act, 2013 examine whether
Saras Private Limited is a subsidiary of Piyush Private Limited? Would your answer be different if Piyush
Private Limited has 8 out of 9 Directors on the Board of Saras Private Limited?

[RTP - May 18, May 19]
Answer
Relevant Provisions
In terms of section 2 (87) of the Companies Act 2013 "subsidiary company" or "subsidiary", in relation to
any other company (that is fo say the holding company), means a company in which the holding company:
(i) controls the composition of the Board of Directors; or
(ii) exercises or controls more than one-half of the total voting power either at its own or together with

one or more of its subsidiary companies:

Provided that such class or classes of holding companies as may be prescribed shall not have layers of
subsidiaries beyond such numbers as may be prescribed.

Explanation—For the purposes of this clause—

a) a company shall be deemed to be a subsidiary company of the holding company even if the control
referred to in sub-clause (i) or sub-clause (ii) is of another subsidiary company of the holding
company;

b) the composition of a company's Board of Directors shall be deemed to be controlled by another
company if that other company by exercise of some power exercisable by it at its discretion can
appoint or remove all or a majority of the directors.

Analysis and Conclusion

In the present case, Jeevan Pvt. Ltd. and Sudhir Pvt. Ltd. together hold less than one half of the total
share capital. Hence, Piyush Private Ltd. (holding of Jeevan Pvt. Ltd. and Sudhir Pvt) will not be a holding
company of Saras Pvt. Ltd.

However, if Piyush Pvt. Ltd. has 8 out of 9 Directors on the Board of Saras Pvt. Ltd. i.e., controls the
composition of the Board of Directors; it (Piyush Pvt. Ltd.) will be treated as the holding company of Saras
Pvt. Ltd.

Question 2:

Hastprat Ltd. is an unlisted public company, having five directors in its board which includes two independent
directors. Sankul (P) Ltd., is subsidiary company of Hastprat Ltd., actively carrying on its business, having
paid up capital of X 1.5 crore with 40 members and turnover of X 18 crore, respectively and the said company
is not a start-up company.
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In the context of aforesaid case-scenario, please answer to the following question(s):

Whether Sankul (P) Ltd. is mandatorily required to prepare cash flow statement for the financial year as a
part of its financial statements?

Provide your answer by analyzing Sankul (P) Ltd. into following category of companies:-
(i) One person company, (ii) Small company, (iii) Dormant company and (iv) Private company, respectively.
[RTP May 23]
OR
What does the term Financial Statements include in relation o a company under the Companies Act, 2013?
Which companies need not prepare a cash flow statement?
[May 2018, Nov'22]
Answer
According to section 2(40) of the Companies Act, 2013, Financial statement in relation to.a company,
includes:
(i) abalance sheet as at the end of the financial year;
(ii)  a profit and loss account, or in the case of a company carrying on any activity not for profit, an
income and expenditure account for the financial year;
(iii)  cash flow statement for the financial year;
(iv)  astatement of changes in equity, if applicable; and
(v)  any explanatory note annexed to, or forming part of, any document referred to in sub-clause (i) to
sub-clause (iv):

Provided that the financial statement, with respect to one person company, small company, dormant company
and private company (if such private company is a start-up company) may not include the cash flow statement

For considering the applicability of preparation cash flow statement in case of Sankul (P) Ltd., it is required
first to be analyzed that Sankul (P) L+d. does not fall in any of the categories of companies mentioned under
proviso to section 2(40) of the Companies Act, 2013:

(i) One person company - It is given that the company is having 40 members and also its name does not
contain the words 'OPC’, so it is not a one person company.

(ii) Small company - A company which is a subsidiary company cannot be categorized as a small company as
per proviso to section 2(85) even though its paid up capital and turnover are within the prescribed
limits and accordingly, as Sankul (P) Ltd. is a subsidiary company of Hastprat Ltd., it cannot be
considered as small company also.

(iii) Dormant company - It is given that the company is actively carrying on its business, so it cannot be also
categorized as a dormant company based upon the facts given.

(iv) Private company (which is a start-up) - It is given that Sankul (P) Ltd. is not a start- up company and
also, as per proviso to section 2(71) of the Act, a company which is a subsidiary of a company, not being
a private company, shall be deemed fo be public company for the purposes of this Act even where such
subsidiary company continues o be a private company in its articles.

So, Sankul (P) Ltd. shall be deemed to be a public company as it is subsidiary of Hastprat Ltd., an unlisted
public company and so it will not fall into this category of exemption as well.

Thus, it can be concluded that Sankul (P) Ltd. is mandatorily required to prepare cash flow statement for

the financial year as a part of its financial statements as it does not fall in any of the categories of
companies mentioned under proviso to section 2(40) of the Companies Act, 2013.
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Question 3:

The statutory auditors of a company were required fo.issue a certificate on the net worth of the company
as per the requirement of the management as on 30th September 2020 computed as per the provision of
section 2(57) of the Companies Act, 2013.

The company had fair valued its property, plant and equipment in the current year which was mistakenly
taken into retained earnings of the company in its books of accounts. Please advise whether this fair
valuation would be covered in the net worth of the company as per the legal requirements.

[RTP Nov 21]
Answer
As per sec 2(57) of the Companies Act 2013, any reserves created out of revaluation of assets doesn't
form part of net worth. The company fair valued its property, plant and equipment and took that to retained
earnings.

Even if the company has taken the fair valuation to the retained earnings in its books of accounts, the
resultant credit in reserves (by whatever name called) would be in the category of 'reserves created out of
revaluation of assets’ which is specifically excluded in the definition of 'net worth' in section 2.(57) and
hence should be excluded by the company.

Further the auditors should also consider the matter related fo accounting of this reserve separately at
the fime of audit of books of accounts of the company.

Question 4:
SKP Limited (Registered in India), a wholly owned subsidiary company of Herry Limited decided to follow
different financial year for consolidation of its accounts outside India. State the procedure to be followed
in this regard.

[Nov 2019, RTP Sept 2024]
Answer
Where a company or body corporate, which is a holding company or a subsidiary or associate company of a
company incorporated outside India and is required o follow a different financial year for consolidation of
its accounts outside India, the Central Government may, on an application made by that company or body
corporate in such form and manner as may be prescribed, allow any period as its financial year, whether or
not that period is a year.

SKP Limited is advised to follow the above procedure accordingly.

[Note: This answer is based on the assumption that Herry limited is a foreign Company registered outside
India as inferred from part (i) of the question]

Question 5:

(i) Paid-up equity share capital Rs. 50,00,000 divided into 5,00,000 equity shares (carrying voting rights)
of Rs. 10 each. There is no change in the paid-up share capital thereafter.

(i) The turnover is Rs. 2,00,00,000.

It is further understood that Nice Software Limited, which is a public limited company, is holding 2,00,000
equity shares, fully paid-up, of Smart Solutions Private Limited. Smart Solutions Private Limited has filed
its Financial Statement for the said year with the Registrar of Companies (ROC) excluding the Cash Flow
Statement within the prescribed timeline during the financial year 2020-21. The ROC has issued a notice
to Smart Solutions Private Limited as it has failed to file the cash flow statement along with the Balance
Sheet and Profit and Loss Account.

You are to advise on the following points explaining the provisions of the Companies Act, 2013:
() Whether Smart Solutions Private Limited shall be deemed to be a small company whose significant
equity shares are held by a public company?
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(i) Whether Smart Solutions Private Limited has defaulted in filing its financial statement?
[July 2021, MTP May 24 - 5 marks]
Answer
According to section 2(85) of the Companies Act, 2013, small company means a company, other than a
public company, having-
a) paid-up share capital not exceeding fifty lakh rupees or'such higher amount as may be prescribed
which shall not be more than ten crore rupees; and
b) turnover as per profit and loss account for the immediately preceding financial year not exceeding
Rs. 2 crore or such higher amount as may be prescribed which shall not be more than Rs. 100 crores.

Provided that nothing in this clause shall apply to a holding company or a subsidiary company.

Also, according to section 2(87), subsidiary company, in relation fo any other company (that is to say the
holding company), means a company in which the holding company exercises or controls more than one-
half of the total voting power either at its own or together with one or more of its subsidiary companies.

In the given question, Nice Software Limited (a public company) holds 2,00,000 equity shares of Smart
Solutions Private Limited (having paid up share capital of 5,00,000 equity shares @ Rs. 10 totalling Rs.
50 lakhs). Hence, Smart Solutions Private Limited is not a subsidiary of Nice Software Limited and hence
it is a private company and not a deemed public company Further, the paid up share capital (Rs. 50 lakhs)
and turnover (Rs. 2 crores) is within the limit as prescribed under section 2(85), hence, Smart Solutions
Private Limited can be categorised as a small company.

Part (ii)

According to section 2 (40), Financial statement in relation fo a company, includes:

a) a balance sheet as at the end of the financial year:;

b) aprofit and loss account, or in the case of a company carrying on any activity not for profit, an income
and expenditure account for the financial year:;

c) cash flow statement for the financial year;

d) a statement of changes in equity, if applicable; and

e) any explanatory note annexed to, or forming part of, any document referred to in points (a) to (d):

Provided that the financial statement, with respect to One Person Company, small company and dormant
company, may not include the cash flow statement.

Smart Solutions Private Limited being a small company is exempted from filing a cash flow statement as
a part of its financial statements. Thus, Smart Solutions Private Limited has not defaulted in filing its
financial statements with ROC.

Question 6: (partially related to chapter 3)
Johnson Limited goes for public issue of its shares. The issue was oversubscribed. A default was committed
with respect to allotment of shares by the officers of the company. There were no Managing Director,
Whole time Director or any other officer/person designated by the Board with the responsibility of
Complying with the provisions of the Act.
State, who are the persons considered as officers in default under the Companies Act, 2013. Examine who
will be considered in default in the instant case?

[July 2021]
Answer
Relevant Provisions
As per section 39 of the Companies Act, 2013, which deals with the allotment of securities, states that
in case of any default related to minimum subscription and of return of allotment money under sub-
section (3) and (4), the company and its officer who is in default shall be liable to a penalty, for each
default, of one thousand rupees for each day during which such default continues or Rs. 1 lakh, whichever
is less.
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As per section 2(60) of the Act, Officer who is in default, has been described as:

For the purpose of any provision in this Act which enacts that an officer of the company who is in default

shall be liable to any penalty or punishment by way of imprisonment, fine or otherwise, means any of the

following officers of a company, namely:—

(i) whole-time director (WTD);

(i) key managerial personnel (KMP);

(i) where there is no key managerial personnel, such director or directors as specified by the Board,
or all the directors, if no director is so specified;

(iv) any person who, under the immediate authority of the Board or any key managerial personnel, is
charged with any responsibility.

(v) any person in accordance with whose advice, directions or instructions the Board of Directors of
the company is accustomed to act,

(vi) every director, in respect of a contravention of any of the provisions of this Act,

(vii) inrespect of the issue or transfer of any shares of a company, the share transfer agents, registrars
and merchant bankers to the issue or transfer;

Conclusion

In the given case, as stated Johnson Limited, committed a default with respect to the allotment of shares
by the officers. As in company there were no managing director, whole time director, or any other
officer/person desighated by the Board with the responsibility of complying with the provisions of ‘the
Act. Therefore, in such situation, all the directors of the company may be treated as officers in default.

Question 7:
New Private Ltd. is a company registered under the Companies Act, 2013 with a paid -up share capital of Rs.
70 lakh and turnover of Rs. 60 crores. Explain the meaning of the "Small Company” and examine the following
in accordance with the provisions of the Companies Act, 2013:
(i) Whether the New Private Ltd. can avail the status of small company?
(ii) What will be your answer if furnhover of company is Rs. 35 crore and the capital is same as Rs. 70 lakh?
[MTP Oct 2021]
OR
MNP Private Ltd. is a company registered under the Companies Act, 2013 with a, paid up share capital of
Rs. 45 lakh and turnover of Rs. 3 crores. Explain the meaning of the "Small Company" and examine the
following in accordance with the provisions of the Companies Act, 2013:
(i)  Whether the MNP Private Ltd. can avail the status of small company?
(i)  What will be your answer if the turnover of the company is Rs. 1.50 crore?
[May 18, MTP Oct, 2020, ICAT Module]
Answer
Relevant Provisions
Small Company: According to Section 2(85) of the Companies Act, 2013, Small Company means a company,
other than a public company:
(i) paid-up share capital of which does not exceed Rs. 50 lakhs or such higher amount as may be prescribed
which shall not be more than ten crore rupees; and
(ii) turnover of which as per its last profit and loss account does not exceed Rs. 2 crores or such higher
amount as may be prescribed which shall not be more than one hundred crore rupees.

Nothing in this clause shall apply to:

(A) a holding company or a subsidiary company;

(B) a company registered under section 8; or

(C) a company or body corporate governed by any special Act.

As per the Companies (Specification of Definitions Details) Rules, 2014, for the purposes of sub clause (i)
and sub-clause (ii) of clause (85) of section 2 of the Act, paid up capital and turnover of the small company
shall not exceed Rs. 4 crores and Rs. 40 crores respectively.
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Conclusions

(i) In the present case, New Private Ltd., a company registered under the Companies Act, 2013 with a
paid up share capital of Rs. 70 lakh and having turnover of Rs. 60 crore. Since, only one criteria of
share capital not exceeding Rs. 4 crores is met, but the second criteria of turnover not exceeding Rs.
40 crores is not met, and the provisions require both the criteria to be met in order to avail the status
of a small company, New Private Ltd. cannot avail the status of small company.

(ii) If the turnover of the company is Rs. 35 crore, thenboth the criteria will be fulfilled, and New Private
Ltd. can avail the status of small company.

Question 8:

MNP Limited is a registered public company having the following:
(a) | Directors and their Relatives 18
(b) | Employees 26
(c) | Ex-Employees (Shares were allotted during employment) 15
(d) | Members holding shares jointly (7 x 2) 14
(e) | Other Members 137

The Board of Directors of MNP Limited proposes to convert the company into a private limited company.
Referring the provisions of the Companies Act, 2013, Advise:
i. Whether the company can be converted into a private company?
ii. Whether existing number of members need to be reduced for the proposed private company?

[ICAT Module, May 2022]
Answer
According to Section 2(68) of the Companies Act, 2013, "Private company" means a company having
prescribed minimum paid-up share capital, and which by its articles, limits number of its members to 200

However, where two or more persons hold one or more shares in a company jointly, they shall, for the

purposes of this clause, be treated as a single member.

It is further provided that following shall not be included in the number of members -

a) persons who are in the employment of the company; and

b) persons who, having been formerly in the employment of the company, were members of the company
while in that employment and have continued to be members after the employment ceased.

Accordingly, total number of members in MNP Limited are:

0) Directors and their relatives 18

(i) = Joint shareholders (7x2) 7

(iii) = Other Members 137
Total 162

(i) MNP Limited may be converted into a private company only if the total members of the company are
limited to 200. In the instant case, since existing number of members are 162 which is within the
prescribed maximum limit of 200, so MNP Limited can be converted into a private company.

(i) There is no need for reduction in the number of members for the proposed private company as
existing number of members are 162 which does not exceed maximum limit of 200.

Question 9:
ABC Private Ltd. has two wholly owned subsidiary companies, D Private Limited and E Private Limited.
Examine, whether, D Private Limited and E Private Limited will be treated as related party as per the
provisions of the Companies Act, 2013?

[May 2022]
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Answer

According to section 2(76)(viii) of the Companies Act, 2013, Related party, with reference to a company,
means any body corporate which is -

a) a holding, subsidiary or an associate company of such company;

b) a subsidiary of a holding company to which it is also a subsidiary; or

¢) aninvesting company or the venturer of the company:;

In the given question, D Private Limited and E Private Limited are wholly owned subsidiary companies of
ABC Private Ltd. According to stated clause (B), above, D Private Limited.and E Private Limited are related
parties.

However, as per the Notification No. 6.S.R. 464(E) dated 5th June, 2015, clause(viii) shall not apply with
respect to section 188 to a private company, though being a related parties.

Alternate Answer:

According to section 2(76)(viii)(B) of the Companies Act, 2013, Related party, with reference to a
company, means any body corporate which is a subsidiary of a holding company to which/it is also a
subsidiary.

However, Clause (viii) shall not apply with respect to section 188 (Related Party transactions) to a private
company vide Notification No. 6.5R. 464(E) dated 5th June, 2015.

In the given question, D Private Limited and E Private Limited are wholly owned subsidiary companies of
ABC Private Ltd. According to stated clause (B), above, D Private Limited and E Private Limited are related
parties.

However, as per the mentioned Notification, clause (viii) shall not apply with respect to section 188 to a
private company. Therefore, D Private Limited and E Private Limited are not related parties for the
purpose of section 188.

Question 10:

Referring the relevant provisions of the Companies Act, 2013, examine, whether following companies will

be considered as listed company or unlisted company:

(i) ABC Limited, a public company, has listed its non-convertible Debt securities issued on private
placement basis in terms of SEBI (Issue and Listing of Debt Securities) Regulations, 2008.

(ii) CHG Limited, a public company, has listed its non-convertible redeemable preference shares issued on
private placement basis in terms of SEBI (Issue and Listing of Non-Convertible Redeemable Preference
Shares) Regulations, 2013

(iii) PRS Limited, a public company, which has not listed its equity shares on a recognized stock exchange
but whose equity shares are listed on a stock exchange in a jurisdiction as specified in sub-section (3)
of section 23 of the Companies Act, 2013.

[Nov 22]

Answer:

According to Section 2(52) of the Companies Act, 2013, listed company means a company which has any of

its securities listed on any recognised stock exchange.

Rule 2A: According to Rule 2A of the Companies (Specification of definitions details) Rules, 2014, the
following classes of companies shall not be considered as listed companies, namely:
(a) Public cos. which have not listed their equity shares on a recognized stock exchange but have listed
their:
(i) non-convertible debt securities issued on private placement basis in terms of SEBI (Issue and
Listing of Debt Securities) Regulations, 2008; or
(i) non-convertible redeemable preference shares issued on private placement basis in terms of
SEBI (Issue and Listing of Non-Convertible Redeemable Preference Shares) Regulations, 2013;
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or
(iii) both categories of (i) and (ii) above.

(b) Public cos. which have not listed their equity shares ona recognized stock exchange but whose equity
shares are listed on a stock exchange in a jurisdiction as specified in section 23(3) of the Act.

In view of the above provisions of the Act:
(i) ABCLimited is an unlisted company.
(i) CHG Limited is an unlisted company.
(iii) PRS Limited is an unlisted company.

Question 11:
H Ltd. is the holding company of S Pvt. Ltd. As per the last profit and loss account for the year ending 31
March, 2022 of S Pvt. Ltd., its turnover was Rs. 1.80 crores; and paid up share capital was 80 lakhs. The
Board of Directors wants to avail the status of a small company. The company secretary of the company
advised the directors that the company cannot be categorized as a small company. In the light of the
above facts and in accordance with the provisions of the Companies Act, 2013, you are required fo examine
whether the contention of practicing company secretary is correct, explaining the relevant provisions of
the Act.
[May 2023, RTP May'24, Nov'22 - 5 marks]

Answer:
As per section 2(85) of the Companies Act, 2013, Small company means a company, other than a public
company —
(i) paid-up share capital of which does not exceed four crore rupees, and
(i) turnover of which as per profit and loss account for the immediately preceding financial year does

not exceed forty crore rupees.

Provided that nothing in this clause shall apply to—

(A) a holding company or a subsidiary company;

(B) a company registered under section 8; or

(C) a company or body corporate governed by any special Act

In the instant case, as per the last profit and loss account for the year ending 31st March, 2022 of S Pvt.
Ltd., its turnover was to the extent of Rs. 1.80 crore, and paid-up share capital was Rs. 80 lakh. Though S
Pvt. Ltd., as per the furnover and paid-up share capital norms, qualifies for the status of a 'small company’
but it cannot be categorized as a 'small company' because it is the subsidiary of another company (H Ltd.)

Question 12:

Cross Limited is a company incorporated under the erstwhile the Companies Act, 1956 while XYZ Private

Limited is a company registered under the Companies Act, 2013. XYZ Private Limited has issued Rs.

1,00,000 convertible preference shares (carrying right to vote) of Rs. 100 each and 10,00,000 equity

shares of Rs. 10 each fully paid. Cross Limited is holding all the preference share and 1,00,000 equity
shares of XYZ Private Limited. Examine whether:
(i) The provisions of the Companies Act, 2013 are applicable on Cross Limited?
(ii) XYZ Private Limited is a public company as per the Companies Act, 2013?

[MTP May'24 - 5 marks]
Answer:

(i) Section1 of the Companies Act, 2013, provides that the provisions of this Act shall apply to
companies incorporated under this Act or under any previous company law. Hence, the provisions of
the Companies Act, 2013 are also applicable on Cross Limited.

(ii) According to section 2(71) of the Companies Act, 2013, public company means a company which is
not a private company.
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Provided that a company which is a subsidiary-of a company, not being a private company, shall be
deemed to be public company for the purposes of this Act even where such subsidiary company
continues to be a private company in its articles.
According to section 2(87) of the Companies Act, 2013, "subsidiary company", in relation to any other
company (that is to say the holding company), means a company:in which the holding company:
(1) controls the composition of the Board of Directors; or
(2) exercises or controls more than one-half of the fotal voting power either at its own or together with
one or more of its subsidiary companies.

In the given question, total voting power in XYZ Private Limited is:

Particulars Amount in Rs.
Convertible Preference Shares (carrying voting rights) 1,00,00,000
Equity Shares 1,00,00,000
Total Voting Power 2,00,00,000

Cross Limited holds more than one- half of the total voting power [(Rs. 10,00,000 equity shares+ Rs.
1,00,00,000 preference shares)/ Rs 2,00,00,000]. Therefore, XYZ Private Limited is a subsidiary of
Cross Limited.

Further, in terms of the provisions of section 2(71), XYZ Private Limited being subsidiary of Cross Limited
(a public company), shall also be deemed to be a public company.
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Incorporation of Company and
Matters Incidental Thereto

Question 1:
The Articles of Association of XYZ Ltd. provides the Board of Directors authority to issue bonds provided
such issue is authorized by the shareholders by a necessary resolution in-the general meeting of the
company. The company was in dire need of funds and therefore, it issued the bonds to Mr. X without passing
any such resolution in general meeting. Can Mr. X recover the money from the company? Decide referring
the relevant provisions of the Companies Act, 2013.

[Nov 2016]
Answer
Relevant Provisions
Doctrine of Indoor Management:
According to this doctrine, persons dealing with the company need not inquire whether internal
proceedings relating to the contract are followed correctly, once they are satisfied that the transaction
is in accordance with the memorandum and articles of association.

Stakeholders need not enquire whether the necessary meeting was convened and held properly or whether
necessary resolution was passed properly. They are entitled to take it for granted that the company had
gone through all these proceedings in a regular manner.

The doctrine helps to protect external members from the company and states that the people are entitled
to presume that internal proceedings are as per documents submitted with the Registrar of Companies.

The company is bound to Mr. X:
(i) since thelender, Mr. X, had lent the money to the company assuming that the company was authorized
to borrow money after obtaining authorization from the members in GM;

(ii) since, on the same facts, the Court held in "Royal British Bank v Turquand” that the outsiders dealing
with the company were not required to inquire into the internal management of the company, and the
outsiders were entitled to assume that as far as internal proceedings of the company were
concerned, everything had been done regularly (termed as doctrine of indoor management).

Conclusion
In the present case, XYZ Ltd. will be bound to return the money to Mr. X.

Question 2
Repeated question. Hence, merged with other question.

Question 3
The role of doctrine of 'Indoor management' is opposed to that of the role of 'Constructive notice'.
Comment on this statement with reference to the Companies Act, 2013.
[January 2021]

The persons (not being members) dealing with the company are always protected by the doctrine of Indoor
management. Explain. Also, explain when doctrine of Constructive Notice will apply.

[Nov 2018, ICAT Module, MTP Nov'22, MTP 1 Nov'23- 6 marks]

OR
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The directors of Smart Computers limited borrowed a sum of money from Mr. Tridev. The company's
articles provided that the directors may borrow on bonds such sums as may, from time fo time, be
authorized by resolution passed at a general meeting of the company. The shareholders claimed that there
had been no such resolution authorizing the loan, and therefore, it was taken without their authority and
the company is not bound to repay the loan to Tridev. In the light of the contention of shareholders, decide
whether the company is bound to pay the loan.

[MTP May 2020 - 6 marks]
Answer
According to this doctrine, persons dealing with the company cannot be assumed to have knowledge of
internal problems of the company. They can simply assume that all the required things were done properly
in the company.

Stakeholders need not enquire whether the necessary meeting was convened and held properly or whether
necessary resolution was passed properly. They are entitled to fake it for granted that the company had
gone through all these proceedings in a regular manner-.

The doctrine helps protect external members from the company and states that the people are entitled to
presume that internal proceedings are as per documents submitted with the Registrar of Companies.

The doctrine of indoor management was evolved around 150 years ago in the context of the doctrine of
constructive notice. The role of doctrine of indoor management is opposed to of the role of doctrine of
constructive notice. Whereas the doctrine of constructive notice protects a company against outsiders, the
doctrine of indoor management protects outsiders against the actions of a company. This doctrine also is a
possible safeguard against the possibility of abusing the doctrine of constructive notice.

Basis for Doctrine of Indoor Management
(i)  What happens internal to a company is not a matter of public knowledge. An outsider can only
presume the intentions of a company, but not know the information he/she is not privy to.
(i)  If not for the doctrine, the company could escape creditors by denying the authority of officials
to act on its behalf.

Exceptions to Doctrine of Indoor Management (Applicability of doctrine of constructive notice)
Knowledge of irregularity: In case this ‘outsider’ has actual knowledge of irregularity within the company,
the benefit under the rule of indoor management would no longer be available. In fact, he/she may well be
considered part of the irregularity.

Negligence: If, with a minimum of effort, the irregularities within a company could be discovered, the
benefit of the rule of indoor management would not apply. The protection of the rule is also not available in
the circumstances where company does not make proper inquiry.

Forgery: The rule does not apply where a person relies upon a document that turns out to be forged since
nothing can validate forgery. A company can never be held bound for forgeries committed by its officers.
The above doctrines have been well considered while framing the provisions of various Acts pertaining to
the companies worldwide. The Companies Act, 2013 and the earlier Acts relevant for the Companies in India
are no exception fo the same.

Conclusion relevant for the Alternate question of Smart computers:

In the given question, Mr.Tridev being a person external to the company, need not enquire whether the
necessary meeting was convened and held properly or whether necessary resolution was passed properly.
Even if the shareholders claim that no resolution authorizing the loan was passed, the company is bound to
pay the loan to Mr.Tridev.
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Question 4
Mr. Raja along with his family members is running successfully a trading business. He is capable of developing
his ideas and participating in the market place. To achieve this, Mr. Raja formed a single person economic
entity in the form of OPC with his brother Mr. King as itfs-nominee. On 4th May 2020, Mr. King withdrew
his consent as Nominee of the OPC. Can he do so under provisions of the Companies Act, 2013?
Examine whether the following individuals are eligible for being nominated as Nominee of the One Person
Company as on 5th May 2020 under the above said Act.

(i)  Mr. Shyam, son of Mr. Raja who is 15 years old as on 5th May 2020.

(ii)  Ms. Devaki an Indian Citizen, sister of Mr.Raja stays in Dubai and India. She stayed in India during
the period from 2nd January 2019 to 16th August 2019. Thereafter she left for Dubai and stayed
there.

(iii)  Mr. Ashok, an Indian Citizen residing in India who is presently a member of a 'One Person
Company'.

[November 2020]
Answer
Relevant provisions
As per section 3 of the Companies Act, 2013, the memorandum of One Person Company (OPC) shall indicate
the name of the other person (nominee), who shall, in the event of the subscriber's death or his/incapacity
to contract, become the member of the company.

The other person (nominee) whose name is given in the memorandum shall give his prior written consentin
Form INC-3 and the same shall be filed with Registrar of companies in Form INC-4 at the time of
incorporation along with its Memorandum of Association and Articles of Association.

Such other person (nominee) may withdraw his consent in the following manner:

e Nominee may withdraw consent by giving a notice in writing to the sole member and to OPC.
e Sole member shall nominate another person within 15 days of such withdrawal.

e Send intimation of such nomination along with written consent (Form INC 3)

e OPC to inform RoC in Form INC-4 within 30 days of withdrawal of nomination.

Analysis:

Therefore, in terms of the above law, Mr. King, the nominee, whose name was given in the memorandum, can
withdraw his consent as a nominee of the OPC by giving a notice in writing to the sole member and to the
One Person Company.

Conclusion:

Following are the answers to the second part of the question as regards the eligibility for being nominated

as nominee:

(i) No minor shall become member or nominee of the OPC. Therefore, Mr. Shyam, being a minor is not
eligible for being nominated as Nominee of the OPC.

(ii) Only anatural personwho is an Indian citizen whether resident in India or otherwise, shall be a nominee
or the sole member of a One Person Company. The term "Resident in India" means a person who has
stayed in India for a period of not less than 120 days during the immediately preceding financial year.

Here Ms. Devaki though an Indian Citizen and a resident in India. So, she is eligible for being nominated
as nominee of OPC. Even if she was not a resident, she can still be nominated as hominee.

(iii) As per the Rule 3 of the Companies (Incorporation) Rules, 2014, a person shall not be a member of
more than one OPC at any point of time and the said person shall not be a nominee of more than 1 OPC.
Mr. Ashok, an Indian Citizen residing in India who is a member of an OPC (Not a nominee in any OPC),
can be nominated as hominee.
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Question 5
Red Limited was incorporated on 1st April, 2014.is facing severe effects of depression of the economy.
Owing to its bad financial status most of the members have started withdrawing their holding from the
company. The company had 250 members on 10th January, 2019. By 15th January, 2019, 244 members had
withdrawn their holding. No new member has invested in the company after 15th February till date. Now,
Mr. A, an existing member has approached you fo advise him regarding his liabilities in such a situation.
[RTP Nov 2019, MTP Nov 2021]
Answer
Relevant Provisions
According to section 3A of the Companies Act, 2013, if at any time the number of members of a company
is reduced, in the case of a public company, below seven, in the case of a private company, below two, and
the company carries on business for more than six months while the numberof members is so reduced,
every person who is a member of the company during the time that it so carries on-business after those six
months and is cognizant of the fact that it is carrying on business with less than seven members or two
members, as the case may be, shall be severally liable for the payment of the whole debts of the company
contracted during that time, and may be severally sued therefor.

Conclusion

Hence, in the given situation, the number of member in the said public company have fallen below 7 [250-
244=6] and these members have continued beyond the specified limit of 6 months, the reduced members
of the company during the period of 1 month shall be severally liable for the payment of the whole debts
of the company contracted during that time, and may be severally sued therefor.

Question 6
Yadav Dairy Products Private limited has registered its articles along with memorandum at the time of
registration of company in December, 2014. Now directors of the company are of the view that provisions
of articles regarding forfeiture of shares should not be changed except by a resolution of 90% majority.
While as per section 14 of the Companies Act, 2013 articles may be changed by passing a special resolution
only. Hence, one of the directors is of the view that they cannot make a provision against the Companies
Act, 2013. You are required fo advise the company on this matter.
[RTP May 2020, ICAT Module]
OR

The Articles of Association of a Company may contain provisions for entrenchment under Section 5 of the
Companies Act, 2013. What is meant by entrenchment provisions in this context? Also State the relevant
provisions of the said Act dealing with entrenchment provisions.

[Nov 2020, MTP Nov'22, MTP 2 - Nov'23 - 6 marks]
Answer
Relevant Provisions
As per section 5 of the Companies Act, 2013 the article may contain provisions for entrenchment to the
effect that specified provisions of the articles may be altered only if more restrictive conditions than a
special resolution, are meft.

The provisions for entrenchment shall only be made either on formation of a company, or by an amendment
in the articles agreed to by all the members of the company in the case of a private company and by a special
resolution in the case of a public company.

Where the articles contain provisions for entrenchment, whether made on formation or by amendment, the
company shall give notice to Registrar of such provisions in prescribed manner [SPICE+ or MGT-14]

In the present case, Yadav Dairy Products Private Limited is a private company and wants to protect
provisions of articles regarding forfeiture of shares. It means it wants to make entrenchment of articles,
which is allowed. But the company will have to pass a resolution taking permission of all the members and it
should also give notice to Register of Companies regarding entrenchment of articles.
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Question 7
Mr. Shyamlal is a B. Tech in computer science. He has promoted an IT start up and got it registered as a
Private Limited Company. Initially, only he and his family members are holding all the shares in the company.
While drafting the Articles of Association of the company, it has been included that Mr. Shyamlal will
remain as a director of the company for lifetime.
Mr. Mehra, a close friend of Mr. Shyamlal has warnhed him (Mr. Shyamlal) that in future if 75% or more
shares in the company are held by non- family members then by passing a Special Resolution, the relevant
articles can be amended and Mr. Shyamlal may be removed from the post of director.
Mr. Shyamlal has approached you to advise him for protecting his position as.a director for lifetime. Give
your answer as per the provisions of the Companies Act, 2013.

[MTP April 2021]
Answer
Relevant provisions
As per the provisions of sub-section (3) of section 5 of the Companies Act, 2013, the articles may contain
provisions for enfrenchment to the effect that specified provisions of the articles may be altered only if
conditions or procedures as that are more restrictive than those applicable in the case of special resolution,
are met or complied with.

Usually, an article of association may be altered by passing a special resolution but entrenchment makes it
one difficult to change it. So, entrenchment means making something more protective.

Manner of inclusion of the entrenchment provision:

As per the provisions of sub-section (4) of section 5 of the Companies Act, 2013, the provisions of
entrenchment shall only be made either on formation of a company, or by an amendment in the Articles of
Association as agreed fo by all the members of the company in the case of a private company and by a special
resolution in case of a public company.

Notice to the Registrar of the entrenchment provision:

As per the provisions of sub-section (4) of section 5 of the Companies Act, 2013, where the articles contain
provision for entrenchment whether made on formation or by amendment, the company shall give notice to
the Registrar of such provisions in such form and manner as may be prescribed.

Conclusion

In the said situation the IT startup company is a private company. Therefore, Mr. Shyamlal can get the
articles altered which is agreed to by all the members whereby the amended article will say that he can be
removed from the post of director only if, say, 95% votes are cast in favour of the resolution and give
notice of the same fo the Registrar.

Question 8
Mr. Ram along with his brothers got registered a company in the state of Telangana by furnishing false
information knowingly. What action may be taken against the company and its promoters under the
provisions of the companies act, 2013?
[MTP-2 May 23, Nov 2019, MTP May'24, RTP Sept 24]
Answer
Order of the Tribunal:
According to section 7(7) of the Companies Act, 2013, where a company has been got incorporated by
furnishing false or incorrect information or representation or by suppressing any material fact or
information in any of the documents or declaration filed or made for incorporating such company or by any
fraudulent action, the Tribunal may, on an application made to it, on being satisfied that the situation so
warrants:
(i) pass such orders, as it may think fit, for regulation of the management of the company including
changes, if any, in its memorandum and articles, in public interest or in the interest of the company
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and its members and creditors; or
(ii) direct that liability of the members shall be unlimited; or
(iii) direct removal of the name of the company from the register of companies; or
(iv) pass an order for the winding up of the company; or
(v) pass such other orders as it may deem fit.

However before making any order-.
(i)  the company shall be given a reasonable opportunity of being heard in the matter; and
(i)  the Tribunal shall take into consideration the transactions entered into by the company, including
the obligations, if any, contracted or payment of any liability.

Also the promoters, the persons named as the first directors of the company and the persons making
declaration at the time of registration of company shall each be liable for action under section 447.

Question 9
Mr. Bindra is holding 950 equity shares of Bio safe Herbals, a section 8 company. Bio safe Herbals is planning
to declare dividend in the Annual General Meeting for the Financial Year ended 31-03-2020. Examine
whether the act of the company is in accordance with the provisions of the Companies Act, 2013,

[RTP May 2021]
Answer
Relevant Provisions
According to Section 8(1) of the Companies Act, 2013, the companies licensed under Section 8 of the Act
(Formation of companies with Charitable Objects, etc.) are prohibited from paying any dividend to their
members. Their profits are intended to be applied only in promoting the objects for which they are formed.

Conclusions

Hence, in the instant case, the proposed act of Bio safe Herbals, a company licensed under Section 8 of the
Companies Act, 2013, which is planning to declare dividend, is not in accordance to the provisions of the
Companies Act, 2013.

Question 10
One of the matters contained in the articles of Dhimaan Foundation, incorporated as a limited company
under section 8 of the Companies Act, 2013, was altered by passing a special resolution in its general meeting
and thereafter, intimation for the same was given to Registrar of Companies.
However, such alteration in the articles was opposed by Dhwaj & Co., a partnership firm which is its member
that there such alteration was not valid.
Advise, as per the provisions of the Companies Act, 2013, whether the contention of Dhwaj & Co. was valid
and whether it can be a member in such company?

[RTP May 2022]
Answer
According to section 8 of the Companies Act, 2013, a company registered under this section shall not alter
the provisions of its memorandum or articles except with the previous approval of the Central Government
(the power has been delegated to Registrar of Companies).

Also, a firm may be a member of the company registered under section 8. Here, one of the matters of
articles of Dhimaan Foundation was altered by passing a special resolution in its general meeting and
thereafter, intimation for the same was given to Registrar of Companies.

As per the provisions of the Act, it is necessary to take previous approval of the Registrar of Companies

for the same which was not done in the present case and thus the contention of Dhwaj & Co. was valid. Also,
section 8 allows a firm to be a member of such company and hence, Dhwaj & Co. can be its member.
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Question 11
Alfa school started imparting education on 1.4.2010, with the sole objective of providing education to
children of weaker society either free of cost or at avery nominal fee depending upon the financial condition
of their parents. However, on 30th March 2018, it came to the knowledge of the Central Government that
the said school was operating by violating the objects of its objective clause due to which it was granted
the status of a section 8 company under the Companies Act, 2013. Describe what powers can be exercised
by the Central Government against the Alfa School, in such a case?

[MTP Aug 2018, MTP March 2019, ICAT Module]

OR
Mr. X, in association with his relative formed a company to promote education for the children of poor
section. A license was issued by the Central Government allowing the said company fo be registered under
section 8 of the Company. Government aids and lot of funds were contributed by public for the fulfilment
of the benevolent object. However, on the compliant against the company, C6 came to know about the
manipulation of the funds in the company and so order to revoke the license of the company. Further,
directed for the amalgamation with another company registered under this section with an object to save
girl child. Examine the legal position as to the order passed by the Central government in the given situation
in the light of the Companies Act, 2013.
[MTP Oct 2018]
OR
State Cricket Club was formed as a Limited Liability Company under Section 8 of the Companies Act, 2013
with the object of promoting cricket by arranging introductory cricket courses at district level and friendly
matches. The club has been earning surplus. Of late, the affairs of the company are conducted fraudulently,
and dividend was paid fo its members. Mr. Cool, a member decided make a complaint with Regulatory
Authority to curb the fraudulent activities by cancelling the license given to the company.
(i) Is there any provision under the Companies Act, 2013 to revoke the license? If so, state the
provisions.
(ii)  Whether the Company may be wound up?
(iii)  Whether the State Cricket Club can be merged with M/s. Cool Net Private Limited, a company
engaged in the business of networking?

[July 2021, MTP Nov'22, MTP Nov'23 - 5 marks]
Answer
Section 8 of the Companies Act, 2013 deals with the formation of companies which are formed to promote
the charitable objects of commerce, art, science, education, sports etc. Such company intends to apply its
profit in promoting its objects.

Section 8 companies are registered by the Registrar only when a license is issued by the Central Government
to them. Since, Alfa School was a Section 8 company and it had started violating the objects of its objective
clause, hence in such a situation the following powers can be exercised by the Central Government:

(i)  The Central Government may by order revoke the license of the company where the company
contravenes any of the requirements or the conditions of this sections subject to which a license
is issued or where the affairs of the company are conducted fraudulently, or violative of the
objects of the company or prejudicial to public interest, and on revocation the Registrar shall put
‘Limited’ or 'Private Limited' against the company's name in the register.

Provided that, no such order shall be made unless the company is given a reasonable opportunity
of being heard.

(ii)  Where a license is revoked, the Central Government may, by order, if it is satisfied that it is
essential in the public interest, direct that the company be wound up under this Act or
amalgamated with another company registered under this section.

However, no such order shall be made unless the company is given a reasonable opportunity of being
heard.
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(iii)  Where a license is revoked and where the Central Government is satisfied that it is essential in
the public interest that the company registered under this section should be amalgamated with
another company registered under this section and having similar objects, then, notwithstanding
anything to the contrary contained in this Act, the Central Government may, by order, provide for
such amalgamation to form a single company with such constitution, properties, powers, rights,
interest, authorities and privileges and with such liabilities, duties and obligations as may be
specified in the order.

Conclusion of the alternative question (Mr. X, in association with ...)

According to the given situation, on revocation of license, the Central Government ordered for the
amalgamation of the company with the separate entity registered under the section 8 of the Companies
Act, 2013. However, an object for which both the Companies formed were promoting different objects.
Accordingly, the order passed by the Central Government after the revocation of license, is not in
compliance of the Section 8 of the Companies Act, 2013.

Question 12
A group of individuals intend to form a club namely 'Budding Pilots Flying Club' as limited liability company
to impart classroom teaching and aircraft flight training to trainee pilots. It was decided to forma limited
liability company for charitable purpose under Section 8 of the Companies Act, 2013 for a period of ten
years and thereafter the club will be dissolved and the surplus of assets over the liabilities, if any, will be
distributed amongst the members as a usual procedure allowed under the Companies Act, 2013.
Examine the feasibility of the proposal and advise the promoters considering the provisions of the
Companies Act, 2013.
[MTP Oct 2020, May 2019, ICAT Module, Nov 23 - 5 marks]

Answer
Relevant provision
According to section 8(1) of Companies Act, 2013, where it is proved fo the satisfaction of CG that a person
or an association of persons proposed to be registered under this Act as a limited company:

(i) has in its objects the promotion of commerce, art, science, sports, education, research, social

welfare, religion, charity, protection of environment or any such other object;

(ii)  intends to apply its profits, if any, or other income in promoting its objects; and
(iii)  intends to prohibit the payment of any dividend to its members;
the Central Government may, by issue of license, allow that person or association of persons to be registered
as a limited liability company.

Conclusion

In the instant case, the decision of the group of individuals to form a limited liability company for charitable
purpose under section 8 for a period of ten years and thereafter to dissolve the club and to distribute the
surplus of assets over the liabilities, if any, amongst the members will not hold good, since there is a
restriction as pointed out in point (b) above regarding application of its profits or other income only in
promoting its objects.

Further, there is restriction in the application of the surplus assets of such a company in the event of
winding up or dissolution of the company as provided in sub-section (9) of Sec 8 of the Companies Act, 2013.

Therefore, the proposal is not feasible.

Author's Note:

Depending on the marks of the question, student may include the provision of Sec 8(9) in the Relevant
provision section of this answer. Sec 8(9) is as stated below:

If on winding up/dissolution, there remains any assets, after satisfaction of its liabilities, they may be:
a. transferred to another section 8 co. having similar objects subject to T&C imposed by Tribunal, or

b. sold and proceeds thereof credited to Insolvency and Bankruptcy Fund formed u/s 224 of IBC, 2016
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Question 13

Mr. Dinesh incorporated a new Private Limited Company under the provisions of the Companies Act, 2013

and desires to commence the business immediately. Please advise Mr. Dinesh about the procedure for

commencement of business as laid under the provisions-of the Section 10A of the Companies Act, 2013.
[MTP April 2021]

Answer

As per Section 10A of the Companies Act, 2013, a company having a share capital shall not commence any

business or exercise any borrowing powers unless:

(i) A declaration is filed by a director within a period of 180 days of the date of incorporation of the
company in such form and verified in such manner as may be prescribed, with the Registrar that
every subscriber to the memorandum has paid the value of the shares:agreed to be taken by him on
the date of making of such declaration; and

(ii) The company has filed with the Registrar a verification of it registered office as provided in sub-
section (2) of section 12.

Mr. Dinesh has to comply with the above requirements and procedure for commencing business of company.

Question 14
XY Ltd. has its registered office at Mumbai in the State of Maharashtra. For better administrative
conveniences the company wants to shift its registered office from Mumbai to Nashik (within the State of
Maharashtra). What formalities the company has to comply with under the provisions of the Companies Act;,
2013 for shifting its registered office as stated above? Explain.

[MTP April 2019, MTP Oct 2019,ICAT Module]
Answer
The Companies Act, 2013 under section 13 provides for the process of altering the Memorandum of a
company. Since the location or Registered Office clause in the Memorandum only names the state in which
its registered office is situated, a change in address from Mumbai to Nashik, does not result in the
alteration of the Memorandum and hence the provisions of section 13 (and its sub sections) do not apply in
this case.

However, under section 12 (5) of the Act which deals with the registered office of company, the change in
registered office from one town or city to another in the same state, must be approved by a special
resolution of the company.

Further, presuming that the Registrar will remain the same for the whole state of Maharashtra, there will
be no need for the company to seek the confirmation to such change from the Regional Director.

Question 15
Examine the validity of the following different decisions/proposals regarding change of office by A Ltd.
under the provisions of the Companies Act, 2013:

(i) The Registered office is shifted from Thane (Local Limit of Thane District) to Dadar (Local limit of
Mumbai District), both places falling within the jurisdiction of the Registrar of Mumbai, by passing
a special resolution but without obtaining the approval of the Regional Director.

(ii) The Registered office is situated in Mumbai, Maharashtra (within the jurisdiction of the Registrar,
Mumbai, Maharashtra State) whereas the Corporate Office is situated in Pune, Maharashtra State
(within the jurisdiction of the Registrar, Pune). A Ltd. proposes to shift its corporate office from
Pune to Mumbai under the authority of a Board resolution.

(iii) The registered office situated in certain place of a city is proposed to be shifted to another place
within the local limits of the same city under the authority of Board Resolution.

[July 2021, MTP 1 May'23]
Answer
Regarding the validity of Proposals w.r.t change of registered office by A Ltd. in the light of the section 12
of the Companies Act, 2013:
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(i) In the first case, where the Registered office is shifted from Thane to Dadar (one District to
another District) falling under jurisdiction of same ROC i.e. Registrar of Mumbai.
As per Section 12 (B) of the Act which deals with the change in registered office outside the local
limit from one town or city to another in the same state, may take place by virtue of a special
resolution passed by the company. No approval of regional director is required as both the places are
falling within the jurisdiction of the Registrar of Mumbai. Accordingly, said proposal is valid.

(ii) Section 12 talks about shifting of Registered office only, In the second case the corporate office is
being shifted from Pune to Mumbai under the authority of Board resolution. Shifting of corporate
office under the board resolution is valid.

(iii) In the third case, change of registered office within the local limits of the same city. Said proposal
is valid in terms it has been passed under the authority of Board resolution.

Question 16
Vintage security equipment’s limited is a manufacturer of CCTV cameras. It has raised Rs. 100 crores
through public issue of its equity shares for starting one more unit of CCTV camera manufacturing. It has
utilized 10 crores rupees and then it realized that its existing business has no potential for expansion
because government has reduced customs duty on import of CCTV camera hence imported cameras from
china are cheaper than its own manufacturing. Now it wants to utilize remaining amount in mobile app
development business by adding a new object in its memorandum of association.
Does the Companies Act, 2013 allow such change of object. If not then what advise will you give to company.
If yes, then give steps to be followed.
[RTP Nov 2019, ICAI Module]
Answer
Relevant Provisions
According to section 13 of the Companies Act, 2013 a company, which has raised money from public through
prospectus and still has any unutilized amount out of the money so raised, shall not change its objects for
which it raised the money through prospectus unless a special resolution is passed by the company and:
(i)  the details in respect of such resolution shall also be published in the newspapers (one in English
and one in vernacular language) which is in circulation at the place where the registered office of
the company is situated and shall also be placed on the website of the company, if any, indicating
therein the justification for such change;
(i) the dissenting shareholders shall be given an opportunity to exit by the promoters and
shareholders having control in accordance with SEBI regulations.

Company will have to file copy of special resolution with ROC and he will certify the registration within a
period of thirty days. Alteration will be effective only after this certificate by ROC.

Question 17
The object clause of the Memorandum of Vivek Industries Limited., empowers it to carry on real-estate
business and any other business that is allied to it. Due to a downward trend in real-estate business, the
management of the company has decided to take up the business of Food processing activity. The company
wants to alter its Memorandum, so as fo include the Food Processing Business in its objects clause. Examine
whether the company can make such change as per the provisions of the Companies Act, 2013?

[ICAI Module]
Answer
Relevant provision
The Companies Act, 2013 has made alteration of the memorandum simpler and more flexible. Under section
13(1) of the Act, a company may, by a special resolution after complying with the procedure specified in this
section, alter the provisions of its Memorandum.

In the case of alteration to the objects clause, section 13(6) requires the filing of the Special Resolution
by the company with the Registrar. Section 13 (9) states that the Registrar shall register any alteration to
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the Memorandum with respect to the objects of the company and certify the registration within a period
of thirty days from the date of filing of the special resolution by the company.

Section 13 (10) further stipulates that no alteration in the Memorandum shall take effect unless it has been
registered with the Registrar as above.

Hence, the Companies Act, 2013 permits any alteration to the objects clause with ease. Vivek Industries
Limited can make the required changes in the object clause of its Memorandum of Association.

Question 18
Manglu and friends got registered a company in the name of Taxmann Advisory private limited. Taxmann is
a registered trademark. After 5 years when the owner of tfrademark came to know-about the same, it filed
an application with relevant authority. Can the company be compelled to change its name by the owner of
trademark? Can the owner of registered trademark request the company and then company changes its
name at its discretion?

[ICAT Module, RTP May'23]
Answer
Relevant provision
According to section 16 of the Companies Act, 2013 if a company is registered by a name which—

(i)  inthe opinion of the Central Government, is identical with the name by which a company had been
previously registered, it may direct the company to change its name. Then the company shall by
passing an ordinary resolution change its name within 3 months.

(ii)  is identical with a registered trade mark and owner of that trade mark apply to the Central
Government within three years of incorporation of registration of the company, it may direct the
company to change its name. Then the company shall change its name by passing an ordinary
resolution within 3 months.

Company shall give notice fo ROC along with the order of Central Government within 15 days of change. In
case of default company and defaulting officer are punishable.

In the given case, owner of registered trade- mark is filing objection after 5 years of registration of
company with a wrong name. While it should have filed the same within 3 years. Therefore, the company
cannot be compelled to change its name.

As per section 13, company can anytime change its name by passing a special resolution and taking approval
of Central Government. Therefore, if owner of registered trademark request the company for change of
its name and the company accepts the same then it can change its name voluntarily by following the
provisions of sec 13.

Question 19
The Board of Directors of Sindhu Limited wants o make some changes and to alter some Clauses of the
Articles of Associationwhich are to be urgently carried out, which include the increase in Authorized Capital
of the company, issue of shares, increase in borrowing limits and increase in the number of directors.
Discuss about the provisions of the Companies Act, 2013 to be followed for alteration of Articles of
Association.
[RTP Nov 2018]
Answer
Alteration in Articles of Association: Section 14 of the Companies Act, 2013, vests companies with power
to alter or add to its articles. The law with respect to alteration of articles is as follows:
(i) Alteration by special resolution: Subject to the provisions of this Act and the conditions contained
in its memorandum, if any, a company may, by a special resolution alter its articles.
(ii) Filing of alteration with the registrar: Every alteration of the articles and a copy of the order of
the Tribunal approving the alteration, shall be filed with the Registrar, together with a printed copy
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of the altered articles, within 15 days in such-manner as may be prescribed, who shall register the
same.

(iii) Any alteration made shall be valid: Any alteration of the articles registered as above shall, subject
to the provisions of this Act, be valid as if it were originally contained in the articles.

(iv) Alteration noted in every copy: Every alteration made in‘articles of a company shall be noted in every
copy of the articles, as the case may be. If a company makes any default in complying with the stated
provisions, the company and every officer who is in default shall be liable to a penalty of one thousand
rupees for every copy of the articles issued without such alteration. [Section 15]

Question 20
Naveen incorporated a "One Person Company" making his sister Navita as the nominee. Navita is leaving
India permanently due to her marriage abroad. Due to this fact, she is withdrawing her consent of
nomination in the said One Person Company. Taking into considerations the provisions of the Companies
Act, 2013 answer the questions given below:
(i) If Navita is leaving India permanently, is it mandatory for her to withdraw her nomination in the said
One Person Company?
(ii) If Navita maintained the status of Resident of India after her marriage, then can she continue her
nomination in the said One Person Company?
[Nov 19, RTP May 2021, RTP Sept 2024]
Answer
As per the Companies (Incorporation) Rules, 2014:
Only a natural person who is an Indian citizen whether resident in India or otherwise shall be eligible
to incorporate a One Person Company or shall be a nominee for the sole member of a One Person
Company.

In line with the above provision:

(i) No, it is not mandatory for Navita to withdraw her nomination in the said OPC as she is leaving India
permanently as residential status is not relevant. A natural person who is an Indian citizen whether
resident in India or otherwise can be a hominee in OPC.

(ii) Navita can continue her nomination in the said OPC irrespective of her residential status as she is a
natural person with Indian citizenship.

Question 21
S Ltd. is a company in which H Ltd. is holding 60% of its paid up share capital. One of the shareholder of H
Ltd. made a charitable trust and donated his 10% shares in H Ltd. And 50 crores to the trust. He appoints
S Ltd. as the trustee. All the assets of the trust are held in the nhame of S Ltd. Can a subsidiary hold shares
in its holding company in this way?

[RTP Nov 2019, ICAT Module, MTP Nov'22, MTP 1 May'23, MTP 1 Nov'23 - 6 marks]

OR
Explain in the light of the provisions of the Companies Act, 2013, the circumstances under which a subsidiary
company can become a member of its holding company
[ICAT Module]

Answer
Relevant Provisions
According to section 19 of the Companies Act, 2013 a company shall not hold any shares in its holding
company either by itself or through its nominees. Also, holding company shall not allot or transfer its
shares to any of its subsidiary companies and any such allotment or transfer of shares of a company fo its
subsidiary company shall be void.

Following are the exceptions to the above rule—
(i)  where the subsidiary company holds such shares as the legal representative of a deceased member
of the holding company; or
(i) where the subsidiary company holds such shares as a trustee; or
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(iii)  where the subsidiary company is a shareholder even before it became a subsidiary company of the
holding company but in this case it will not have a right to vote in the meeting of holding company.

Conclusion

In the given case one of the shareholders of holding company has transferred his shares in the holding
company to a trust where the shares will be held by subsidiary company. I+ means now subsidiary will hold
shares in the holding company. But it will hold shares in the capacity of a frustee. Therefore, we can
conclude that in the given situation S Ltd. can hold shares in H Ltd.

Question 22
Kavya Ltd. has a paid up share-capital of Rs. 80 crores. Anjali Ltd. holds a total of Rs. 50 crores of Kavya
Ltd. Now, Kavya Itd. is making huge profits and wants to expand its business and.is aiming at investing in
Anjali Ltd. Kavya Ltd. has approached you to analyze whether as per the provisions of the Companies Act,
2013, they can hold 1/10th of the share capital of Anjali Ltd.
[MTP March 2021]

Answer
Relevant provision
In terms of section 2 (87) of the Companies Act 2013 "subsidiary company" or "subsidiary", in relation to
any other company (that is fo say the holding company), means a company in which the holding company—

(i)  controls the composition of the Board of Directors; or

(if)  exercises or controls more than one-half of the total voting power either at its own or together

with one or more of its subsidiary companies:

Provided that such class or classes of holding companies as may be prescribed shall not have layers of
subsidiaries beyond such numbers as may be prescribed.

Since, Anjali Itd. is holding more than one half (50 crores out of 80 crores) of the fotal voting power of
Kavya Ltd., it (Anjali Ltd.) is holding of Kavya Ltd.

Further, as per the provisions of section 19 of the Companies Act, 2013, no company shall, either by itself
or through its nominees, hold any shares in its holding company and no holding company shall allot or transfer
its shares to any of its subsidiary companies and any such allotment or transfer of shares of a company to
its subsidiary company shall be void:
Provided that nothing in this sub-section shall apply to a case—
(i)  where the subsidiary company holds such shares as the legal representative of a deceased member
of the holding company: or
(ii)  where the subsidiary company holds such shares as a frustee; or
(iii)  where the subsidiary company is a shareholder even before it became a subsidiary company of the
holding company

In the given question, Kavya Itd. cannot acquire the shares of Anjali Ltd. as the acquisition of shares does
not fall within the ambit of any of the exceptions provided in section 19.

Question 23
AB Limited issued equity shares of Rs. 1,00,000 (10000 shares of Rs. 10 each) on 01.04.2020 which have
been fully subscribed whereby XY Limited holds 4000 shares and PQ Limited holds 2000 shares in AB
Limited. AB Limited is also holding 20% equity shares of RS Limited before the date of issue of equity
shares stated above. RS Limited controls the composition of Board of Directors of XY Limited and PQ
Limited from 01.08.2020. Examine with relevant provisions of the Companies Act, 2013:

(i)  Whether AB Limited is a subsidiary of RS Limited?

(ii)  Whether AB Limited can hold shares of RS Limited?

(iii)  Whether AB Limited can vote at Annual General Meeting of RS Limited held on 30.09.2020?

[RTP Nov 2021, May 2019, Nov'23]
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Answer
This given problem is based on Section 2(87) read with section 19 of the Companies Act, 2013.

As per sub-clause (87) of Section 2 of the Companies-Act, 2013 "subsidiary company" or "subsidiary", in
relation to any other company (i.e., the holding company), means a company in which the holding company—
(i)  controls the composition of the Board of Directors; or
(ii)  exercises or confrols more than one-half of the total voting power either at its own or together
with one or more of its subsidiary companies.
For the purposes of this clause, Explanation is given providing that a company shall be deemed to be a
subsidiary company of the holding company even if the control referred to.in point (i) or point (ii) above, is
of another subsidiary company of the holding company.

Whereas Section 19 provides that, no company shall, hold any shares in its holding company and no holding
company shall allot or transfer its shares to any of its subsidiary companies and any such allotment or
transfer of shares of a company to its subsidiary company shall be void.

Provided that nothing in this sub-section shall apply to a case where the subsidiary company is'a shareholder
even before it became a subsidiary company of the holding company.

Here in the instant case, AB Ltd. issued 10,000 equity shares on 1.4.2020 whereby XY Ltd. & PQ Ltd. holds
4000 & 2000 shares respectively in AB Ltd., Considering 1 share = 1 vote, XY Ltd. and PQ Ltd. together
holds more than one-half (50%) of the total voting power. Therefore, AB Ltd. will be subsidiary to XY Ltd.
& PQ Ltd. from 1.4.2020.

Whereas AB Ltd. is already holding 20% equity shares of RS Ltd. before the date of issue of equity shares
i.e., 1.4.2020.

Further, RS Ltd. controls the composition of Board of Directors of XY Ltd. and PQ Ltd. from 01.08.2020.
In the light of sub-clause (87) of Clause 2, RS Ltd. is a holding company of XY Ltd. and PQ Ltd..

Following are the answers fo the questions:

(i)  Yes. In this case AB Ltd. shall be deemed to be a subsidiary company of the holding company (RS
Ltd.) as RS Ltd. controls the composition of subsidiary companies XY Ltd. & PQ Ltd. as per
explanation to sub-clause (87) of Clause 2.

(ii)  Yes. In this case AB Limited is a subsidiary of RS Limited as AB Ltd. was holding 20% of equity
shares of RS Ltd. even before it became a subsidiary company of the RS Ltd. (i.e. on 01 08.2020),
according to the exception to section 19.

(iii)  No. The subsidiary company shall have a right to vote at a meeting of the holding company only in
respect of the shares held by it as a legal representative or as a trustee but not where the
subsidiary company is a shareholder even before it became a subsidiary company of the holding
company. Therefore, AB Ltd. cannot vote at AGM of RS Ltd. held on 30.9.2020.

Question 24
Give answer in the following cases as per the Companies Act, 2013:

(i)  XLtd., holds 20 lacs shares in ABZ Ltd. In 2017, ABZ Ltd. controls the composition of the Board
of directors of X Ltd. and transfers certain shares fo it. State whether such transfer of shares
by ABZ Ltd. to X Ltd. is valid.

(ii)  Incontinuation of above facts, Mr. R, is a member of the ABZ Ltd. He met an accident. Mr. N (son
of Mr.R), is one of the director of the X Ltd. He was also a nominee of shares held by Mr. R. Being
a legal representative and nominee, Mr. N gets transferred the shares of Mr. R. State on the
validity of the transfer of such shares to Mr. N of X Ltd.
[MTP Oct 2018]
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Answer

Relevant provisions

As per section 2(87) of the Companies Act, 2013, X Ltd. is a subsidiary company of ABZ Ltd. as ABZ Ltd.
controls the composition of the Board of Directors of X Ltd.

Further, section 19 of the companies Act provides that ‘no-company shall, either by itself or through its
nominees, hold any shares in its holding company and no holding company shall allot or transfer its shares to
any of its subsidiary companies and any such allotment or transfer of shares of a company to its subsidiary
company shall be void.

Provided that this sub-section shall not apply-
a) where the subsidiary company holds such shares as the legal representative of a deceased member
of the holding company; or
b) where the subsidiary company holds such shares as a frustee; or
c) where subsidiary co. is a shareholder even before it became a subsidiary company of the holding co.

Conclusion

On the basis of the above provisions, following are the answers:

(i) In the given case, X Itd. already holds shares in ABZ Ltd. before becoming its subsidiary. The given
situations falls within the purview of the exceptions when such transfer of shares by holding company
to its subsidiary is permissible. So this transfer of shares by ABZ Ltd. fo X Ltd. is valid.

(ii) This situation falls within the purview of exemption stating that such subsidiary company who holds
such shares as the legal representative of a deceased member of the holding company, are entitled
to hold the shares of the holding company. So Mr. N being the legal representative of the deceased
member of the Holding company, was entitled for the holding of shares of ABZ Ltd.

Question 25
S Ltd acquired 10% paid up share capital of H Ltd on 15th March 2017. H Ltd acquired 55% paid up share
capital of S Ltd on 10th March 2018. H Ltd. on 25th September, 2020 decided to issue bonus shares in the
ratio of 1:1 to the existing shareholders. Accordingly, bonus shares were allotted to S Ltd. Examine under
the provisions of the Companies Act, 2013 and decide

(i)  the validity of holding of shares by S Ltd. in H Ltd.

(ii)  allotment of Bonus shares by H Ltd. to S Ltd.

[November 2020]

Answer
As per Section 19 of the Companies Act, 2013, no company shall, either by itself or through its nominees,
hold any shares in its holding company and no holding company shall allot or transfer its shares to any of its
subsidiary companies and any such allotment or transfer of shares of a company to its subsidiary company
shall be void.

However, this shall not apply where the subsidiary company is a shareholder even before it became a
subsidiary company of the holding company.

In the given case, H Ltd. has acquired 55% paid up share capital of S Ltd. on 10th March 2018. Whereas, S
Ltd. has been holding 10% paid up share capital of H Ltd. since 15th March, 2017. The said instance as asked
in the question falls under the exception stated above.

Therefore -

(i)  Holding of shares by S Ltd. in H Ltd. is valid in view of the proviso (c) to sub-section (1) of section
19 of the Act, which states that the restrictions of provisions of section 19(1) will not be applicable
where the subsidiary company is a shareholder even before it became a subsidiary company of the
holding company.

(ii)  Allotment of bonus shares by H Ltd. to S Ltd. is also valid in view of the above proviso.
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Question 26
Repeated question. Hence, merged with other question

Question 27
Vijay, a member of Mayur Electricals Ltd. gave in writing to the company that the notice for any general
meeting be sent to him only by registered post at his residential address at Kanpur for which he deposited
sufficient money. The company sent notice to him by ordinary mail under certificate of posting. Vijay did
not receive this notice and could not attend the meeting and contended that the notice was improper.
Decide:

(i)  Whether the contention of Vijay is valid.

(i) Will your answer be the same if Vijay remains in London for fwo months during the notice of the

meeting and the meeting held?
[RTP Nov 2020, ICAI Module]

Answer
According to section 20(2) of the Companies Act, 2013, a document may be served on Registrar or any
member by sending it to him by post or by registered post or by speed post or by courier or by delivering
at his office or address, or by such electronic or other mode as may be prescribed.

Provided that a member may request for delivery of any document through a particular mode, for which he
shall pay such fees as may be determined by the company in its annual general meeting.

Thus, if a member wants the notice to be served on him only by registered post at his residential address
at Kanpur for which he has deposited sufficient money, the notice must be served accordingly, otherwise
service will not be deemed to have been effected.

Accordingly, the questions as asked may be answered as under:
(i)  The contention of Vijay shall be tenable, for the reason that the notice was not properly served.
(ii)  In the given circumstances, the company is bound to serve a valid notice to Vijay by registered
post at his residential address at Kanpur and not outside India.

Question 28
Explain the provisions of the Companies Act, 2013 relating to the 'Service of Documents’ on a company
and the members of the company.

[MTP Mar 2021, ICAT Module, MTP Nov'22, MTP 1 Nov'23, MTP May 24 - 5 marks]
Answer
Under section 20 of the Companies Act, 2013 a document may be served on a company or an of ficer thereof
by sending it to the company or the officer at the registered office of the company by registered post or
by speed post or by courier service or by leaving it at its registered office or by means of such electronic
or other mode as may be prescribed.

However, in case where securities are held with a depository, the records of the beneficial ownership may
be served by such depository on the company by means of electronic or other mode.

Under section 20 (2), save as provided in the Act or the rule thereunder for filing of documents with the
registrar in electronic mode, a document may be served on Registrar or any member by sending it to him by
post or by registered post or by speed post or by courier or by delivering at his office or address, or by
such electronic or other mode as may be prescribed.

However, a member may request for delivery of any document through a particular mode, for which he shall
pay such fees as may be determined by the company in its annual general meeting.
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Question 29
Parag Constructions Limited is a leading infrastructure company. One of the directors of the company Mr.
Parag has been signing all construction contracts on‘behalf of company for many years. All the parties who
ever deal with the company know Mr. Parag very well. Company has got a very important construction
contract from a renowned software company. Parag constructions will do construction for this site in
partnership with a local contractor Firozbhai. Mr. Parag signed partnership deed with Firozbhai on behalf
of company because he has an implied authority. Later in a dispute company denied to accept liability as a
partner. Can the company deny its liability as a partner?

[ICAT Module]
Answer
Relevant provision
As per section 22 of the Companies Act, 2013 a company may authorize any person as its attorney to execute
deeds on its behalf in any place either in or outside India. But common seal should be.affixed on his authority
letter or the authority letter should be signed by two directors of the company or it should be signed by
one director and secretary. This authority may be either general for any deeds or it may be for any specific
deed.

A deed signed by such an attorney on behalf of the company and under his seal shall bind the company-as if
it were made under its common seal.

Conclusion

In the present case company has not neither given any written authority not affixed common seal of the
authority letter. It means that Mr. Parag is not legally entitled to execute deeds on behalf of the company.
Therefore, deeds executed by him are not binding on the company. Therefore, company can deny its
liability as a partner.

Question 30:

Sapphire Private Limited has registered its articles along with memorandum as on 1st July 2021. The
directors of the company seeks your advice regarding the effect of registration of the company on the
company itself and on its members.

[May 2022]
Answer
As per Section 9 and 10 of the Companies Act, 2013 following shall be the effect of registration of a
company:

(1) From the date of incorporation, the subscribers to the memorandum and all members of the company,
shall become a body corporate.

(2) Such a registered company shall be capable of exercising all the functions of an incorporated company
with the perpetual succession with power to acquire, hold and dispose of property, and to contract and
to sue and be sued.

(3) The memorandum and articles shall, when registered, bind the company and the members thereof to
the same extent as if they respectively had been signed by the company and by each member, and
contained covenants on its and his part to observe all the provisions of memorandum and of the articles.

(4) All monies payable by any member to the company under the memorandum or articles shall be a debt
due from him to the company.

Question 31
Mr. Aditya had incorporated a one person company on 07.07.2021. Mr. Yash was named as a nominee in the
memorandum of the said one person company. Now, Mr. Aditya, considering the perpetual nature of company
form of business, desires to appoint ABC Private Limited as a nominee instead of Mr. Yash. Examine with
reference to the Companies Act, 2013, whether the proposal of Mr. Aditya to appoint ABC Private Limited
as a nominee is valid?

[RTP Nov 2022]
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Answer

As per the provisions of Rule 3(1) of the Companies (Incorporation) Rules, 2014, only a natural person
who is an Indian citizen whether resident in India or otherwise-

(a) shall be eligible to incorporate a One Person Company (OPC);

(b) shall be a hominee for the sole member of a One Person Company (OPC).

By taking into account the above provisions, ABC Private Ltd. cannot be appointed as nominee in one person
company as only natural persons can be appointed as a nominee. Hence, the proposal of Mr. Aditya to appoint
ABC Private Ltd. as a nominee is not valid.

Question 32
The Article of Association (AOA) of AB Ltd. provides that documents may be served upon the company only
through Speed Post. Suresh dispatches some documents to the company by courier; under certificate of
posting. The company did not accept it on the ground that it is in violation of the AOA. As a result, Suresh
suffered from loss. Explain with reference to the provisions of the Companies Act, 2013:

(i) Whether refusal of document by the company is valid?

(ii) Whether Suresh can claim damages for it?

[Nov 22]

Answer
Serving of document to Company
In terms of Section 20(1) of the Companies Act, 2013, a document may be served on a company or an officer
thereof by sending it to the company or the officer at the registered office of the company by-
e registered post, or
e  speed post, or
e  courier service, or
e leaving it at its registered office, or
e means of such electronic or other mode as may be prescribed.

In the instant case, Suresh dispatches some document fo AB Ltd. by courier whereas the AOA of said
company provides that documents may be served upon the company only through Speed Post. AB Ltd. did
not accept the documents on the ground that it is in violation of the AOA.

Taking into account the above provision,
(i) Refusal of documents by AB Ltd. is not valid as sending of documents by courier o AB Ltd. is complying
with the provisions given under section 20(1) of the Act.
(i) Since, the AB Ltd. is at fault by not accepting the documents sent by Suresh, YES, he can claim the
damages for any loss occurred to him.
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- Prospectus and Allotment of
Securities :

Examine the validity of this allotment in the light of the provisions of the Companies Act, 2013 :
The Board of Directors of Reckless Investments Ltd. have allotted shares to the investors of the company

without issuing a prospectus with the concerned Registrar of Companies. Explain the remedy available to
the investors in this regard,

[MTP- Aug 2018]
Answer
According to Section 23 of the Companies Act, 2013, a public company can issue securities o the public
only by issuing a prospectus. Section 26 (1) lays down the matters required to be disclosed and included in
a prospectus and requires the registration of the prospectus with the Registrar before ifs issue.

In the given case, the company has violated with the above provisions of the Act and hence the allotment
made is void. The company will have to refund the entire moneys received and will also be punishable under
section 26 of the Act.

Question 2
The Board of Directors of Chandra Ltd. proposes to issue the prospectus inviting offers from the public
for subscribing the shares of the Company. State the reports which shall be included in the prospectus for
the purposes of providing financial information under the provisions of the Companies Act, 2013.

[Nov- 2019, RTP- Nov 2020, RTP May 2022]
Answer
Relevant Provision:
As per section 26(1) of the Companies Act, 2013, every prospectus issued by or on behalf of a public company
either with reference to its formation or subsequently, or by or on behalf of any person who is or has been
engaged or interested in the formation of a public company, shall be dated and signed and shall state such
information and set out such reports on financial information as may be specified by the Securities and
Exchange Board in consultation with the Central Government:

Provided that until the Securities and Exchange Board specifies the information and reports on financial
information under this sub-section, the regulations made by the Securities and Exchange Board under the
Securities and Exchange Board of India Act, 1992, in respect of such financial information or reports on
financial information shall apply.

Prospectus issued make a declarationabout the compliance of the provisions of this Act and a sfatementto
the effect that nothing in the prospectus is contrary to the provisions of this Act, the Securities Contracts
(Regulation) Act, 1956 and the Securities and Exchange Board of India Act, 1992 and the rules and
regulations made thereunder.

Conclusion:

Accordingly, the Board of Directors of Chandra Ltd. who proposes o issue the prospectus shall provide
such reports on financial information as may be specified by the Securities and Exchange Board in
consultation with the Central Government in compliance with the above stated provision and make a
declaration about the compliance of the above stated provisions.
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Answer

Relevant Provision:

According to section 34 of the Companies Act, 2013, where a prospectus, issued, circulated or distributed,
includes any statement which is untrue or misleading in form or context in which it is included or where any

inclusion or omission of any matter is likely to mislead, every person who authorises the issue of such
prospectus shall be liable under section 447,

Further, Section 35(3) provides that, where it is proved that a prospectus has been issued with infent to
defraud the applicants for the securities of a company or any other person or for any fraudulent purpose,
every person referred to in section 35(1), shall be personally responsible, without any limitation of liability,

for all or any of the losses or damages that may have been incurred by any person who subscribed to the
securities on the basis of such prospectus.

Conclusion:
In the given question, the non-disclosure of the fact that dividends were paid out of capital profits is a
concealment of material fact as a company is normally required to distribute dividend only from trading or

revenue profits and under exceptional circumstances it can pay dividend out of capital profits. Hence, a
material misrepresentation has been made.

Accordingly, in the given case the allottee can avoid the confract of allotment of shares.

Question 10

Sudarshan Exports Ltd. was dealing in export of rubber to specified foreign countries. The company was
willing to purchase rubber trees in Andhra Pradesh. The prospectus issued by the company contained some
important extracts of the expert report and number of trees in Andhra Pradesh. The report was found
unirue. Mr. Alok purchased the shares of Sudarshan Exports Ltd. on the basis of the expert report
published in the prospectus. Will Mr. Alok have any remedy against the company? State also the
circumstances where an expert is not liable under the Companies Act, 2013.

[RTP and MTP May 2020 - 5 marks]
Answer
Under section 35 (1) of the Companies Act 2013, where a person has subscribed for securities of a company
acting on any statement included in the prospectus which is misleading and has sustained any loss or damage
as a consequence thereof, the company and every person including an expert shall, be liable to pay
compensation to the person who has sustained such loss or damage.

In the present case, Mr. Alok purchased the shares of Sudarshan Exports Ltd. on the basis of the expert
report published in the prospectus. Mr. Alok can claim compensation for any loss or damage that he might
sustained from the purchase of shares, which has not been mentioned in the given case.

Hence, Mr. Alok will have no remedy against the company.

Circumstances when an expert is not liable: An expert will not be liable for any mis- statements in the

prospectus under the following situations:

o Under section 26 (5), that having given his consent, but withdrew it in writing before delivery of the
copy of prospectus for registration, or

o Under section 35 (2), that the prospectus was issued without his knowledge / consent and that on
becoming aware of it, he forthwith gave a reasonable public notice that it was issued without his
knowledge or consent;
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Can equity share with differential voting rights be issued? If yes, state the conditions under which suc
shares may be issued?

[May 2018]

Solution

Conditions for the issue of equity shares with differential rights (Rule 4 of the Companies (Share capital

and Debenture) Rules, 2014):

No company limited by shares shall issue equity shares with differential rights as to dividend, voting or

otherwise, unless it complies with the following conditions, namely: -

a. thearticles of association of the company authorizes the issue of shares with differential rights;

b. the issue of shares is authorized by an ordinary resolution passed at a general meeting of the

shareholders.

However, where the equity shares of a company are listed on a recognized stock exchange, the isste

of such shares shall be approved by the shareholders through postal ballot;

the voting power in respect of shares with differential rights of the company shall not exceed 74%

of total voting power including voting power in respect of equity shares with differential rights issued

at any point of fime;

d. omitted

e. the company has not defaulted in filing financial statements and annual returns for 3 financial years
immediately preceding the financial year in which it is decided to issue such shares:

f. the company has no subsisting default in the payment of a declared dividend to its shareholders or
repayment of its matured deposits or redemption of its preference shares or debentures that have
become due for redemption or payment of interest on such deposits or debentures or payment of
dividend.

g. the company has not defaulted in payment of the dividend on preference shares or repayment of any
term loan from a public financial institution or State level financial institution or Scheduled Bank
that has become repayable or interest payable thereon or dues with respect to statutory payments
relating to its employees to any authority or default in crediting the amount in Investor Education
and Protection Fund to the Central Government:

However, a company may issue equity shares with differential rights upon expiry of five years from
the end of the financial Year in which such default was made good.

h. the company has not been penalized by Court or Tribunal during the last three years of any offence
under the Reserve Bank of India Act, 1934, the Securities and Exchange Board of India Act, 1992,
the Securities Contracts Regulation Act, 1956, the Foreign Exchange Management Act, 1999 or any
other special Act, under which such companies being requlated by sectoral regulators.

Question 2:

Mr. A was having 500 equity shares of Open Sky Aircrafts Limited. Mr. B acquired these shares of the
company from Mr. A but the signature of Mr. A, the transferor on the transfer deed was forged. The
company registered the shares in the name of Mr. B by issuing share certificate. Mr. B sold 100 equity
shares to Mr. C on the basis of share certificate issued by Open Sky Aircrafts Ltd. Mr. B and Mr. C are
not having the knowledge of forgery. State the rights of Mr. A, Mr. B and Mr. C under the Companies Act,

2013,
[MTP May 2020, RTP Nov 2021]
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Answer
According to section 48 of the Companies Act, 2013- i
1) WMgM: Where a share capital of the company is divided into !
different classes of shares, the rights attached to the shares of any class may be varied with the |
consent in writing of the holders of not less than three-fourths of the issued shares of that class or
by means of @ special resolution passed at a separate meeting of the holders of the issued shares of
that class:
o if provision with respect fo such variation is contained in the memorandum or articles of the
company: or
b, in the absence of any such provision in the memorandum or articles, if such variation is not
pr-ohibi'rad by the terms of issue of the shares of that class:
provided that if variation by one class of shareholders affects the rights of any other class of
shareholders, the consent of three-fourths of such other class of shareholders shall also be obtained
and the provisions of this section shall apply to such variation.

2) Cancellation of variation: Where the holders of not less than ten per cent of the issted shares of a
class did not consent to such variation or vote in favour of the special resolution for the variation,
they may apply to the Tribunal to have the variation cancelled, and where any such application is made,
the variation shall not have effect unless and until it is confirmed by the Tribunal:

Provided that an application under this section shall be made within twenty-one days after the date
on which the consent was given or the resolution was passed, as the case may be, and may be made on
behalf of the shareholders entitled to make the application by such one or more of their number as
they may appoint in writing for the purpose.

Question 4:
Walnut Limited has an authorized share capital of 1,00,000 equity shares of Rs. 100 per share and an amount
of Rs. 3 crores in its Share Premium Account as on 31-3-2018. The Board of Directors seeks your advice
about the application of share premium account for its business purposes. Please give your advice

[RTP May 2019, ICAT Module, MTP May 2019]
Answer
According to section 52 of the Companies Act, 2013, where a company issues shares at a premium, whether
for cash or otherwise, a sum equal to the aggregate amount of the premium received on those shares shall
be transferred to a "securities premium account" and the pravisions of this Act relating to reduction of
share capital of a company shall, except as provided in this section, apply as if the securities premium
account were the paid-up share capital of the company.

The securities premium account may be applied by the company—

a) towards the issue of unissued shares of the company to the members of the company as fully paid bonus
shares;

b) inwriting of f the preliminary expenses of the company;

¢) inwriting off the expenses of, or the commission paid or discount allowed on, any issue of shares or
debentures of the company;

d) inproviding for the premium payable on the redemption of any redeemable preference shares or of any
debentures of the company; or

e) for the purchase of its own shares or other securities under section 68

The securities premium account may be applied by such class of companies, as may be prescribed and whose

financial statement comply with accounting standards prescribed for such class of companies u/s 133

a) in paying up unissued equity shares of the company to be issued fo members of the company as fully
paid bonus shares; or

Share Capital and Debentures ) “
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' Trisha Data Security Limited was incorporated on 1gt A ust, 20 i
| 2019 g T Y
crored. Wii'h':n '::? a I'-rmlr:: ;l::rlud of about one year i:g operation T:Ta: F::Ifnz? ;hﬁrdpifa;i:f R:;ii?lg |
topped the char | orf 4 high employee-friendly environment, Thef company wants fz | GP"ZM’“ ity ¥
(15 employees. A ¢ TIT riegd of the CEO of the company has told him ﬂfaﬁhz com Z IMc:u: ”'r | i 2
uity ’h:rll as m n;nwn years have not elapsed since the time company commzn:yed i:: "bu;’"e‘:w;:e
(CEO of the company has approached you to advise about the essential conditions to be fulfilled oyt
Jasue of sweat equity shares especially since their company s just about a ye:: ZJ: s
e [ICAT Module, MTP May 2019, May 2020, RTP May 2019 - 6 marks]
: 1 shar'ies ; a : lass of shares already issued
According to section 4 of the Companies I i
shares already Issued, if the followis:ug con;:t;:sojf; ;:I;T:E:iwn:r? Ils‘sue R A
(i) the issue lslauthorisv.d by a special resolution passed by 'The czr:;m '
(ii) the resolution specifies the number of shares, the current market ;:r}-:;:e consideration, if any, and the
¢lass or clusse; of directors or employees to whom such equity shares are o be issuzci' o
(i) where the gqunfy shares of the company are listed on a recognised stock exchange, fh‘e. sweat equity
shfﬂ'ﬁ are issued in accordance with the regulations made by the Securities and Exchange Board in
this behalf an# if they are not so listed, the sweat equity shares are issued in accordance with such
rules as prescribed under Rule 8 of the Companies (Share and Debentures) Rules, 2014

The rights, _Ilrn'l'l'aﬁons, restrictions and provisions as are for the time being applicable to equity shares
shall be applicable to the sweat equity shares issued under Section 54 and the holders of such shares shall

rank pari passu with other equity shareholders.

Given case and analysis:
Trisha Data Security Limited can issue Sweat equity shares by following the conditions a
T+ does not make a dif ference that the company is just about a year old because no such minimum fime it

of 2 years in operations is specified under Section 54.

s mentioned above.

Question B:
Repeated question. Hence, merged with other question

Question 9:
Due to insufficient profits, Silver Robotics Limited is unable to redeem its existing preference shares
each) though as per the terms of issue

amounting to Rs. 10,00,000 (10,000 preference shares of Rs. 100
they need to be redeemed within next two months. It did not, however, default in payment of dividend as
and when it became due. What is the remedy available to the company in respect of outstanding preference

shares as per the Companies Act, 20137
[ICAT Module]

OR
Preference Shares of ¥ 100 each in the month of May,

f 10 years. Due to the Covid-19 pandemic, the
hares nor to pay dividend in accordance with

5KS Limited issued 8% % 1,560,000, Redeemable
2010, which are liable to be redeemed within a period o

Company is neither in a position to redeem the preference s
the terms of issue. The Company with the consent of Redeemable Preference Shareholders of 70% in value,

made a petition to the Tribunal [NCLT] to accord approval to issue further redeemable preference shares
equal to the amount due. Will the petition be approved by the Tribunal in the light of the provisions of the
Companies Act, 20137 Can the company include the dividend unpaid in the above issue of redeemable

preference shares? [May 2022]

A
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IM..| Nilesh has transferred 1000 equity shares of Perfect Vision Private Limited 1o his sister Ms. Mukfa,

The company did not "‘E'“‘" *h'i:":““fe'" of shares and also did not send a notice of refusal to M, Nilesh |
or Ms. Mukta within the prescribed period. Discuss as per the provisions of the Companies Act, 2013,
whether aggrieved party has any right(s) against the company?
OR

Harsh P"Tch.umd 10{)1':-2;‘1 shares of 5'I"9|"'ﬂ“*0 Ltd. from Pratik and sent those shares to the company for
transfer in hts.mmc. e company neither transferred the shares nor sent any notice of refusal of transfer
to any party within the period stipulated in the Companies Act, 2013, What is the time frame in which the
company is supposed to r‘¢p|}f io transferee? Does Harsh, the transferee have any remedies against the
company for not sending any intimation in relation to transfer of shares to him?

[LCAT Module, MTP March, 2019, RTP May 2018, MTP May 2019]
Am'r . s 4 .
The problem given in the question is governed by Section 58 of the Companies Act, 2013 dealing with the
refusal to register transfer and appeal against such refusal.

In the present case, the company has committed the wrongful act of not sending the notice of refusal to
register the transfer of shares.

Under section 58 (1), if a private company limited by shares refuses to register the transfer of, or the
transmission by operation of law of the right to any securities or interest of a member in the company,
then the company shall send notice of refusal to the transferor and the transferee or to the person giving
intimation of such transmission, within a period of thirty days from the date on which the instrument of
transfer, or the infimation of such transmission, was delivered to the company.

According to Section 58 (3), the transferee may appeal to the Tribunal against the refusal within a period
of thirty days from the date of receipt of the notice or in case no notice has been sent by the company,
within a period of sixty days from the date on which the instrument of transfer or the intimation of
transmission, was delivered to the company.

In this case, as the company has not sent even a notice of refusal, Ms. Mukta being transferee can file an
appeal before the Tribunal within a period of sixty days from the date on which the instrument of transfer

was delivered to the company.

Question 12

The Directors of Mars Motors India Ltd. desire to alter Capital Clause of the Memorandum of Association
of their company. Advise them about the ways in which the said clause may be altered under the provisions

of the Companies Act, 2013.
[LCAI Module]

Answer

Alteration of Capital:
Under section 61 (1) a limited company having a share capital may, if authorised by its Articles, alter its

Memorandum in its general meeting o |
(i) increase its authorized share capital by such amount as it thinks expedient:
(i) consolidate and divide all or any of its share capital into shares of a larger amount than its existing

shares;
However. no consolidation and division which results in changes in the voting percentage of

shareholders shall take effect unless it is approved by the Tribunal on an application made in the

prescribed manner.
(iii) convert all or any of its paid- up share

any denomination.
(iv) sub-divide its shares, or any of

Share Capital and Debentures ) “

s into stock and reconvert that stock into fully paid shares of

them, into shares of smaller amount than is fixed by the Memorandum:;




o |

YOUR A Buppy

> \ = =0 '
ESCNA SHUBHA M SINGHAL— 1

; —————— o behalf, have not
. tion in that
(V) cance| shares which, at the date of the passing of the resolu

i h ee’r .
1 ital by the amoy
its share capi
d'to be taken by any person, and diminish the amount of
or U-gl“ee. 0 be take, i
ares so cancelled.

-mentioned :

‘ - of the above men wﬂys‘,

FLII"‘H'\er undep section 64 where q company alters its share caﬁlmllén:fm;-he Campanies (-Shar'e Cap!fql
mmpqn}: shall file o notice in the Form No. SH-7 as JERR ed memorandum within 30 days F alfe
benfures) Rules, 2014 with the Registrar, along with an altere

The capital clqy

; ed b Passing opq;
et memorandum, if authorised by the articles, shall be alter Y
resolution g pe

F Section 61 (1) of +he Companies Act, 2013.

Analysis and conclusion:
Therefore, in the given case, decision of the Board of Directors
further €quity shares 4, VRS ¢

Percentage of sha

of sy Co
OMpany Ltd. on 1 S
62 (1) (a) as we||

€ ground that R Company Ltd. Qi-r‘eq s et
Ompany Ltd. is not Valid. Such a decigio . .-

€ ISsuing €ompany,

reholding insv.¢
as Articles of th

- 10,000, On becomin
n full settlem

Sunil as fully Paid-up in liey of his debt. Examine the

this dept ayab|
2 PeYable, the OMpapy,
f
of the Companies Act, 2013,

ent of the debt. The Said shapeg Were allox ed
validity of this allotment i the light of the P*‘O\'isior:o
s
[ICAT Module, MTP 4 Muy?aJ

L pr | W



& Other Laws

» Laws
Corporate Law

62 (1) (©) of Lhe C;:' dpunle§ Act, 2013 where at any time, a company having a share capital
rease its subscribed capital by the issue of further shares, either for cash or for a

than cash, such shares may be offered to any persons, if it is authorised by a special
d valuer,

Under section
r-opo“g to Inc
Eonsidﬂ'ﬂﬂ"" "Th" . ,
resolution and if the price of such shares is determined by the valuation report of a registere

subject to the compliance with the applicable provisions of Chapter TIT and any other conditions as may be

prescribec: i =
In the prqsenT case, Shilpi Developers India Limited's allotment, to be classified as shares issued for
consideration other than cash, must be approved by the members by a special resolution, Further, the

e shares must be done by a registered valuer, subject tothe compliance with the applicable

valuation of th

provisions of Chapter III and any other conditions as may be prescribed.

Question 15:
X Lid. issued a notice on 1st Feb, 2018 to its existing shares holders of fering to purchase one extra share
for every five shgres held by them. The last date to accept the offer was 15th Feb, 2018 only. Mr. Kavi has
tion o renounce the shares offered to him in favour of Mr. Ravi, who is not a shareholder

given an applica )
Examine the validity of application of Mr. Kavi under the provisions of the Companies Act,

of the company.
2013. Would your answer differ if Mr. Ravi is a shareholder of X Ltd.?
[Nov 2019]
Answer
Relevant provision:
a company having a share capital

According to section 62 of the Companies Act, 2013, where at any time,
crease its subscribed capital by the issue of further shar

o, at the date of the offer, are holders of equity shares of the compary in proportion, as
shares by sending a letter of offer

proposes fo in es. such shares shall be of fered
to persons wh
nearly as circumstances admit, to the paid-up share capital on those
subject fo the following conditions, namely:-

(i) the offer shall be made by notice specifying the num
being less than fifteen days and not exceeding thirty
the offer, if not accepted, shall be deemed to have been declined.

(i) unless the articles of the company otherwise provide, the offer aforesaid shall be deemed fo
include a right exercisable by the person concerned to renounce the shares offered to him or any
of them in favour of any other person; and the notice referred to in clause (i) shall contain a

statement of this right:
(iii) affer the expiry of the time specified in t

from the person to whom such notice is given
§ Directors may dispose of them in such manner which is not

ber of shares offered and limiting a time not
days from the date of the offer within which

he notice aforesaid, or on receipt of earlier intimation
that he declines to accept the shares offered, the
Board o dis-advantageous to the
shareholders and the company.

Given case:
In the instant case, X Ltd. issued a nofi

purchase one extra share for every five s
Feb, 2018 only. Mr. Kavi has given an applic
Ravi, who is not a shareholder of the company.

ce on 1st Feb, 2018 to its existing shares holders offering to

hares held by them. The last date to accept the offer was 15th
ation to renounce the shares offered to him in favour of Mr.

Analysis and conclusion:

As nothing is specified ~elated fo the Articles of the company, it is assumed offer shall be deemed fo
include a right of renunciation. Hence, Mr. Kavi can renounce the shares offered to him in favour of Mr.
Ravi, who is not a shareholder of the company:

question, even if Mr. Ravi is a shareholder of X Ltd. then also it does not affect

In the second part of the :
f shares of Mr. Kavi to Mr. Ravi.

the right of renunciation o
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Answer .
Tssue of bonus shares [Section 63]:
ion 63 of the Compani [
sect panies Act, 2013, a company may issue fully paid-up bonus shares to its

As per
members, in any manner whatsoever, out of—

o its free reserves.
b, the securities premium account; or
c. the capital redemption reserve account

provided that no issue of bonus share shal Pl

i all be made by capitalising reserves created by revaluation of
asper- the given facts, ABCLtd. has total eligible amount of INR 12 lakhs (i.e. 5.00+3.00+4.00) out of which
bonus shr:wes can be issued and the total share capital is INR 30.00 lakhs According'ly' ‘

(i) far [5||su§:hf l-fhbaruq shares, I1-he:re: will be a requirement of INR 10 lakhs (i.e., 1/3 x 30.00 lakh) which
g el Wi jEne imit of available amount of INR 12 lakhs. So, ABC Limited can go chead with the
bonus issue in the ratio of 1:3. f 9

ii) In 505; !AE: Ll.m'fe,_d intends to issue bonus shares in the ratio of 1:2, there will be a requirement of
INR 1 h“ o F"e-i’jf R 3?-00 lakh). .Here in this case, the company cannot go ahead with the issue of
bonus shares in the ratio of 1:2, since the requirement of INR 15 Lakhs is exceeding the available

eligible amount of INR 12 lakhs.

18
Repeated question. Hence, merged with other question

Question 19:
The Authorized share capital of SSP Limited is Rs. 5 crores divided into 50 Lakhs equity shares of Rs. 10
for subscription which was fully subscribed. The

each, The Company issued 30 Lakhs equity shares
Compary called so far Rs. 8 per share and it was paid up. Later on the Company proposed to reduce the
Nominal Value of equity share from Rs. 10 each to Rs. 8 each and to carry out the following proposals:

(i) Reduction in Authorized Capital from Rs. 5 crore divided into 50 Lakhs equity shares of Rs. 10 each
+o Rs. 4 crore divided into 50 Lakhs equity shares of Rs. 8 each.

(i) Conversion of 30 Lakhs partly paid up equity shares of Rs. 8 each to fully paid up
Rs. 8 each there by relieving the shareholders from making further payment of Rs. 2 per share.

State the procedures fo be followed by the Company fo carry out the above proposals under the provisions

equity shares of

of the Companies Act, Z013.
[Nov 2020]
Answer
sals by SSP Limited to reduce the nominal value of the equity share, the
6 of the Companies Act, 2013 which

(i) Inorder to carry ouf propo
company has to comply with
deals with the Reduction of shar

the procedure given under section 6
e capital.

Procedure

1) Reduction of share capital by special resolution: Subject to confirmation by the Tribunal on an

application by the company, a company limited by shares or limited by guarantee and having a

share capital may, by a special resolution, reduce the share capital in any manner and in

particular, may:

a) extinguish or reduce the liability on any ©
paid-up: or

b) either with or wit

(i) cancel anyp

(i) pay off any paid-

alter its memoran
accordingly.

share Capital and Debentures ) “

f its shares in respect of the share capital not

hout extinguishing or reducing liability on any of its shares,—
aid-up share capital which is lost or unrepresented by available assets;
up share capital which is in excess of the wants of the company,

dum by reducing the amount of its share capital and of its shares
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ibunal shall give notice of every aPPd shall kaid,! 2
2) Issue of Notice from the Tribunal: The Tribun ditors of the company an e ity
t'10 the Centrq| Government, Registrar and the crec. them within a period of three Monthg
consideration the representations, if any, made to it by -
rom the date of receipt of the notice. 1
o r claim of every credjs
3) Order, Iribunal: The Tribunal may, if it is satisfied that Thebdei:‘ _:gcurEd o 2 consenf?: ,
of the company has been discharged or determined or has bee o
obtained, make gn order confirming the reduction of share cap
as it deems fit.
4 Publishing of order of confirmation of tribunal: The order of confirmation of the reducffon of
::;:Z_C“P”“i by the Tribung| shall be published by the company in such manner as the Tribung|
Irect,
5 i e .
) D:“VP-P of certified cq of orden to the r istrar: The company shall deliver a certified copy
0T the orde of the Tribung] and of a minyt d by the Tribunal to the Registrar withij
Thir‘l‘y days of (e Mminute approyve Y The lribuna eg L In
Certificate 14 that e:;:::lf fithe copy of the order, who shall register the same and iSSue q
Alteration of Share (4 ital:
S5p Limited




.te Laws & Other Laws

Corpor: ~YOUR&BUDDY
—CA SHUBHAM SINGHAL—

1n the given instance, Human Resource Manager Mr, 5y, R

| _Further, he i rya Nayan is not a Key Managerial Personnel f"lhe':
el L‘:; mdi;up g::i‘ryzs’:uizm?; salary of Rs. 40,000 per month and wa:‘rs t::gv:i Illoang‘;a: ztic:asim
500 partly pa oF Rs. 1000 each of OLAF Limited in which he is employed.

Keeping the above facts and legal provisions in view decisi

: .  decision of OLAF Limited in granting a | .
4,00,000 for purchase of its partly paid-up shares to Human Resource Manager is _9"‘1: ";9 ook E!s
Sl ag invalid due to following

a. The amount of loan is more than 6 months
e a2 40,000 onl:n s'salary of Mr. Surya Nayan, the HR Manager. It should have

b. The loan to be given by OLAF Limited to i
partly paid shares. 'ted to its HR Manager Mr. Surya Nayan is meant for purchase of

Q.m-hn!l -

Natraj Limited is engaged in the manufacturing of glass products. It wants to provide financial ussish:nce' ;
to its employees to Eﬂ"—'llb|8 them to subscribe for fully paid shares of the company. Advise whether it
amount o purchase of its own shares. If, in the instant case, the company itself purchasing to redeem
its preference shares, does it amount to acquisition of its own shares? F

- [MTP April 2021]
Yes, the financial assistance to its employees by the company to enable them to subscribe for the shares
of the company will amount to the company purchasing its own shares. However, section 67(3) of the
Companies Act, 2013, permits a company to the give loans to its employees other thanits directors or key
managerial personnel, for an amount not exceeding their salary or wages for a period of six months with

a view to enabling them to purchase or subscribe for fully paid -up shares in the company or its holding
company to be held by them by way of beneficial ownership.

Section 68 of the Companies Act, 2013 however, allows a company to buy back its own shares under certain
circumstances and subject to fulfilment of prescribed conditions.

Purchasing in order o redeem its preference shares, does amount fo acquisition or purchase of its own
shares. But this is allowed in terms of section 68 of the Companies Act, 2013 subject o the fulfilment
of prescribed conditions, and upto specified limits and only after following the prescribed procedure.

Question 22

Heavy Metals Limited wants fo provide financial assistance fo its employees, to enable them to subscribe
for certain number of fully paid shares. Considering the provision of the Companies Act, 2013, what advice

would you give to the company in this regard?
[RTP Nov 2018]

Answers

Under section 67 (2) of the Companies Act, 2013 no public co
and whether by means of a loan, guarantee, or security, any
connection with, a purchase or subscription, by any person of an

mpany is allowed to give, directly or indirectly
financial assistance for the purpose of, or in
y shares in it or in its holding company.

However section 67 (3) makes an exception by allowing companies to give loans to their employees other
than its directors or key managerial personnel, for an amount not exceeding their salary or wages for a
period of six months with a view to enabling them to purchase or subscribe for fully paid-up shares in the

company or its holding company to be held by them by way of beneficial ownership.

1t is further provided that disclosures in respect of voting rights not exercised directly by the employees
in respect of shares o which the scheme relates shall be made in the Board's report in such manner as may

be prescribed.

e
- m
1
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T . istance up to t urchase Oy,
:‘enca?, Hea:y Hf:mls L1::1 cunhz:‘:\:c:: ::::'::1;1? provided the shares are p
em 0 sy Scribe or ErS!
be held f

ial personne| will __
i key manageri X,
eneficia hip by them. However, the directors or ey
or beneficiq ownershi .
eligible fop such assistance,

/-G
Question 23 : ? blic company
EMZ; lvency’, which an unlisted pu Ceds,
State the iégﬁ! Provisions in respect of 'Declaration of Solvency’,

adhere tq while taking steps to buy-back its own shares.

{
[ICAT Mudule']f
Answen
According +o Section 68 (6), where an
68 op the Board h

A5 passed a reso|yti
II, before making sy

ial resolution undep Seffiuﬂ !
| i has passed a specia sty
The i b) to bu k
u"ti:rj T::r:c(i{i:;cfﬁ:z proviso to Se:cfrc-n 68'521( ')in For‘}; 5;_;3'
:: buy-back, file with RoC a 'Declaration of So cy '

oWn shares it sha

The declaration s
the affqins of th
its |i<1bi|i‘|‘ie$‘
solvency ado

hall be verifieq by an affidavit to th

& Company as q pesylt of which they
and wil| not be rendered insolvent within
Pted by the Board.

has made a full inquipy intg
ct that the Board o .
:eff:grmed an opinion that it is capable of mefe'h
aa;:r':od of one year from the date of declaration of
The declqr

ation shq||
director, i

th Mmanagj
be signed by at least twq directors of the company, one of whom shall be = 'ng
f any,

Question 24

Il'its €quity shares fp

e. Exqmining the Provisions of th

of equity shares by company is Possible,
inanced?

Answeps
In terms of s

ection 68 (2) (c) of the
25% of the q

99regate of itg paid-
0 buy back i+ entire

Section 68 (1) of the ¢
a) Free reserves gp
b) Securi

ompanies Act. 2013 speci
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Answer .

According fo the provisions of section 68 (2) of the Compani
! s other speel fled sanriasla ks r:a;su:gima, no company shall purchase its
| (o) the buy-back Is authorised by its articles; :

lution has b
(b) @ special reso een passed at a general meeting of the com thorisi buy-back:
provided that nc;hlng contained in this clause shall app1yg toa cus:w}'::: -uu orising the buy-back
the buy-back Is, ten per , _
4 co:\pa:y: and per cent or less of the total paid-up equity capital and free reserves of the
() such buy-bu;;ohus been authorised by the Board by means of a resolution passed at its meefing;
(c) the buy-bu:k Is 257 or less of the aggregate of paid-up capital and free reserves of the company:
Provided that in respect of the buy-back of equity shares in any. financial year, the reference to

m::*r’;:’e per cent In this clause shall be construed with respect to its total paid-up equity capifal
in that FY.

In the insfnn'r il L°”d?,” Limited, at a general meeting of members of the company, passed an ordinary
resolution fo buy back 30% of its equity share capital. The articles of the company empower the company
for buy back of shares.

Conclusion
(A) the Company's proposal is not in order, since a special resolution as required by the above proyision has

not been passed, rather an ordinary resolution has only been passed,
Author's Note: ICAT's answer seems to be incorrect. Even if SR was passed instead of OR, still 30%
buy back exceeds the limit of 25% and hence is not allowed u/s 68.

(8) if the company instead of 30%, decides to buy back only 207 (even if it is within the specified limit
of 25%) of its equity share capital, then also special resolution s required. Hence, our answer will not
change. This proposal of the company will also be not in order.

Question 26:
Xgen Limited has a paid-up equity capital and free reserves to the extent of Rs. 50,00,000. The company

is planning to buy-back shares to the extent of Rs. 4 50,000, The company approaches you for advice with

regard to the following:
(o) Is special resolution required to be passed?
(6) What is the time limit for completion of buy-back?

(c) What should be ratio of aggregate debts to the paid-up capital-and free reserves after buy-back?

[May 2018]

Answer
According to the provisions of
purchase its own shares or other speci

(a) the buy-back is authorised by its articles.
(b) a special resolution has been passed at a general meeting of the company authorising the buy-back:

Provided that nothing contained in this clause shall apply to a case where—
() the buy-back is, ten per cent or less of the total paid-up equity capital and free reserves of

the company; and
(if) such buy-back has been au

section 68 (2) of the Companies Act, 2013, no company shall
fied securities under sub- section (1), unless—

tharised by the Board by means of a resolution passed at its meeting;

of Buy Back: As per section 68(4), every buy-back shall be completed within a

Time limit for Completion
ng of the special resolution, or as the case may be, the resolution

period of one year from the date of pass
passed by the Board under sub-section (2).

Ratio of aggregate debts: Pravision also specifies that ratio of the aggregate debts (secured and unsecured)
ore than twice the paid up capital and its free reserves.

owed by the company after buy back Is not m .
However, Central Government may prescribe higher ratio of the debt for a class or classes of companies.

Share Capital and Debentures ) “
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[ As per the stated facts, Xgen Ltd. has a
- 50

3
o

e to the ﬁ’f'l'enf
' up equity capital andff;ee ‘;-;rberozeci
I e
000. The Y planned to buy baE; shares to the extent o
L & cnm

ill be as follows:
Referring 1 the above provisions, the answers will be a
it

ny, but such buy back Must
€apital and free pegepyes (50,00,000x10/100= 5,00,000) of the company

: its meeting.
Authorized by the Board by means of a resolution pgSSed ff* ';s;: one year from the date
2 Time limit fop completion of buy back will be- within q perio
of the resolution by the Board,
3.

of Pﬂ.'isi;! |
the company after buy qu‘

€ ratio of the 999regate defyts
should ot be more than twice the

The aboye buy-back i Possible whe

(secured and unsecured) owed by
Paid up capital and its free reserves

N backed by the authorization by the articles of the company.
Question 27 . ' i
"The offer buy-back of S oWn shares bya company shall not pe Made within a period of six mont s-.f
he date he clogy, f the Preceding offen of buy-back i any and cooling Period to make furthen is
Me Kind of shares jpe| "9 dllotment o furthen shares shal| pe a period of gpe year from the
::ampla‘riyn of buy back ¢ to certain excentiong Examine the validity of +his statement by exp kn'ni;.';I
Provisions of th Panies Aq4 2013 in this ard,
21 May 2024 _ 5 |
Arones [July 2021 MTP May Manks|
A - 5
i‘;::ti:ngaro Eru;nso Sectign 68(2) of the ¢ Panies Act. 2013, 1o offer of buy- back, shall pe made
Period of o from the date of the ¢ Osure of the preceding offer of buy-bcck, if any,
Secﬁun 6 } cast 2
b 9tion thet , .
SPecified g, . His g, m: : ’nzcmy Completes
Q”u?menf hares K
nths ey
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Prohibition for buy-back in certain circumstances
: Section 70 -
) ﬁ: provision says that no company shall directly or indirectly purchase it h other
spgcifi!-d RO y its own shares or other
() s bsdery ooyl 1 m sy s e |
ent company or group of investm i ‘ |
] _ ent companies; or '
(c) :: :em:i?:': olfsdn;;iefby the company in repayment of deposits or interest payment thereon, |
marnone In ur‘es.or' preference shares or payment of dividend to any shareholder or :
epay oan or interest thereon, to any financial institutions or banking company; .

But where the default is remedied and i
: a period of thre h
ceased to subsist, then such buy-back is not prohibited. Sl

@ No ;UNPC‘“Y Sh}?“ directly Ly indir‘_ecﬂy purchase its own shares or other specified securities in case

f;c-d cogpug? u(spno? 1::lral'n|;>||e,c! with provisions of Sections 92 (Annual Report), 123 (Declaration of
ivigend), unishment . T Fil it

Efaar nt for failure to distribute dividends), and section 129 (Financial

Question 29: ETTE

XYZ unlisted company passed a special resolution in a general meeting on January 5th, 2019 fo buy back
30% of its own equity shares. The Articles of Association empowers the company Tt; buy back ﬁs own
chares. Earlier the company has also passed a special resolution fo buy back its own shares on Jandary 15th
2018. The company further decided that the payment for buyback be made out of the proceeds of 1he:
company's earlier issue of equity share. In the light of the provisions of the Companies Act, 2013,

() Decide, whether the company's proposal is in order.
(i) What will be your answer if buy back offer date is revised from January 5 th, 2019 fo January 25th

2019 and percentage of buyback is red uced from 30% to 25% keeping the source of purchase as above?
[Nov 2019]

Answer
(i) In the instant case, the company's proposal is not in order due to the following reasons:

a. Though XYZ unlisted company passed a special resolution but it proposed fo buy back 30% of its
own equity shares. But as per section 68(2)(c) of the Companies Act, 2013, buy-back of equity
shares in any financial year shall not exceed 25% of its total paid up equity capital in that financial
year.

b. The Articles of Association empowers the company to buy back its own shares. This condition is
in order as per section 68(2)(a).

¢. Earlier the company has also passed a speci
{5th, 2018, now the company passed a specia

al resolution to buy back its own shares on January

| resolution on January 5th, 2019 to buy back its own
shares. This is not valid as no offer of buy-back, shall be made within a period of one year from
the date of the closure of the preceding offer of buy-back, if any. [proviso fo section 68(2)]

d. The company further decided that the payment for buy back be made out of the proceeds of the
company's earlier issue of equity share. This is not in order as according to proviso to section
68(1), buy-back of any kind of shares or other specified securities cannot be made out of the
proceeds of an earlier issue of the same kind of shares or same kind of other specified securities.

(it) If buy back offer date is revised from 5th January 2013 to January 25th 2019 and percenfage of buy

back is reduced from 30% to 257 keeping the source of purchase as above, then also the company's proposal

is not in order as buy-back of any kind of shares or other specified securities cannot be made out of the
proceeds of an earlier issue of the same kind of shares or same kind of other specified securities.

Question 30: .
panies Act, 2013 relating to the appointment of 'Debenture Trustee' by

What are the provisions of the Com .
a company? Whether the following can be appointed as 'Debenture Trustee"

(i) A shareholder who has no beneficial interest.

L ra Capital and Debentures ) “
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(i) A-credﬁor whom the company owes Rs. 499 only.

issued by the cop
f debentures issue Mpan, -
(1) A person who has given a guarantee for repayment of amount o [TCAT Mochle, Nov 2016, o
Answep

ies Act, 2013, no COMpany .
ﬁ%= Under section 71 (5) of the Compan

. its members exceeding fiye hun
'SSUe a prospectys Or make an offer or invitation to the public or fo its q

such issue or offer, appoint
for the subscription of it debentures, unless the company has, before
Or more deben*rure trustees q

hd the conditions governing the appointment of such trustees shall be g
as may be Prescribed.

Rule 18 (2) of the Companies (Share Capital and Debenture
for the Issue of

secured debentyres Provide that before th
a wriﬁencnnsenf shall be obtained
Q statement 1 11,

s) Rules, 2014, framed under the Companieg 4
e appointment of debenture trustee op trust

rustee or trustees proposed to be “PP‘_”“*Ed q ‘.
at effect shqll d9PPear in the letter of offer issued for inviting the subscription of th
ebentures
Further according to the rules, no person shall be aPpointed as a debenture trustee IThe
() banaftcnqlly holds shares in the Company
(i) is Promoter, director or key managerig| Personnel or any other officer or an employee of the €ompany
or its holding, Subsidiary op dssociate company; |
i) is benaficluily entitled +q moneys which gre to be paid by the company otherwise than as rémuneration
Payable to the debentyre trustee
iv 1; indebted 1, the Company, op
ol

lower,
Years or during the current financial

year:
employment of the company

as director op key

n

(1) A creditor whom Company owes Rs. 499
IS immateriq|,

(i) A person who has given guarantee fop
debentures als

erest there
debenture trustee.
Question 31

As per the financial statement qs qof 31.03.2021, the Aut ued

Travels Private Limited (the Company) is of % 100 Lakh divided into 10 Lakh e

subscribed and pPaid-up share capital on that date s X 80 Lakh divided into
each. The Company h

as reduced its share capital by cancelling 2 Lakh Issued b
during the financial year 2021-22, without obtaining the confirmation fro
Tribunal (the Tribunal). T+ s noted that the Company has amended

horized and Iss

share capitq|

of Manoramq
quity shares of X 10 eaq
8 Lakh equity sh

ut unsubscmbed
m the Nationg|
its Memorandum of A

Qres
€quity Shareg
Compan

SSocj

ch. The
of ¥ 10

In light of aboye facts
(i) Examine the validit:
(i))State, the type of

y of the decision of Co
resolution required to
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Answer

According to section 61of the Companies Act, 2013, a limited company having a share capital is empowered

to alter i-ts'cupifﬂi clause ?f the P.".emor'undum of Association. The provisions are as under:

) Accortdl"g to the Zec+|?nt a limited company having a share capital may, if so authorised by its articles,
alter its memorandum in its general meeting to cancel shares which, at the date of the passing of the
resolution in that be.half, have not been taken or agreed fo be taken by any person, and diminish the
amount of its share capital by the amount of the shares so cancelled.

(2) Tt provides that the cancellation of shares shall not be deemed to be a reduction of share capital.

According to the given facts, in the said question, the company reduced its share capital without obtaining
the confirmation from the N_CLT. The Company amended its memorandum by passing the requisite resolution
at the duly C°|"V¢"Ed meeting. However, Company Secretary refused to certify stating that action of
company reducing the share capital without confirmation of the Tribunal, is invalid.

Accordingly, in the light of the stated facts, following shall be the answers:

(i) Decision of the company is valid, as for alteration of share capital by cancellation of shares and
diminishing of amount of share capital by the amount of the shares so cancelled, does not require
confirmation of the Tribunal. As per the law, passing of the resolution in that behalf at the duly
convened meeting by amending Memorandum of Association, is the sufficient compliance. Therefore,
contention of practicing Company Secretary is not valid,

(i) Accardirfg_fo section 13, save as provided in section 61 of the Companies Act, 2013, company may alter
the provisions of its memorandum with the approval of the members by a ordinary reselution

Question 32:
Following is the extract of the Balance sheet ABC Ltd. as on 31st March, 2022:
Particulars Amount (%)

Equity & Liabilities
(1) Shareholder's Fund
(a) Share Capital:
Authorized Capital:
10,000, 12% Preference Shares of £ 10 each | 1,00,000
1,00,000 equity shares of X 10 each 10,00,000 11,00,000
Tssued & Subscribed Capital:
8000,12% Preference Shares of % 10 each fully paid up 80,000
90,000 equity shares of 10 each, X 8 paid up 7.20.000
(b) Reserve and Surplus |
General Reserve 1,20,000 |
Capital Reserve 75,000
Securities Premium 25,000
Surplus in statement of P&L 2,00000 4,20,000
(2) Non-Current Liabilities:
Long-term borrowings:
Secured Loan: 12% partly convertible
Debenture @ % 100 each o

5,00,000

_

On st April 2022 the company has made final call at £ 2 each on 90,000 Equity Shares. The call money
was received by 25th April 2022. Thereafter, the company decided to capitalize it's reserves by way of
bonus @ 1 share for every 4 shares to existing shareholders.

Share Capital and Debentures ) “
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Kﬁi‘weﬁ the followi

245 : identity and value capable of.‘ _
itall 1 g onicenty issue of bop,e
i is a distributi apitalized undivided pro R ol
b:iﬁ;'::"::?:n: :n?;sj;f::?:r::ci F‘:o the above line elaborate the pre-req 4
shares qg enlisted in the Companies Act, 2013, [May 24]
Answer
Issue of Bonus Shares
W e Companies Act, 2013, a com
i‘rsrnember's, i
() its fre

() the Securities premiym aceount; op
(i) the capi

Sue of bonus shares shall be made py capitalising reserves created by the revaluatio, f
asset |
Section 63 (2) provides that the Company can issye bonus shares only when the partly paid “Up shares j¢ i
any oyt anding on the date of allotment are made fylly paid-up |
(@) The following Sources cap pe used by the Company to jssye bonus shares |
L. Generg| Reserye
- Securities Premium
3. Surplys in Statement of P&L
(b) 5 Iy = e
S Helars S o S ___ Amount ]
~mhount of bonus shares 1o o ed _Tsup Q%zgsﬁﬂi%ﬁ i
Amount that 0ught +o pe Capitalized fop ISsue of | 22500 x % 10 per 5 are = ¥ 2,25,000 |
bonus shares ) At J
Total amount avqilgp|e to be COpitalized fprom = lEC?,EJ_O& 25,000+ —2_,00,000 _——____1__7
T€e reserves t, lssug_lzonus_shq_r_es__ 3 |_5 %3 45,00 ) ||
Hence, the amount 1o pe capitalized from free |z5 25,000 02 __—______—_h__“_%—__|
Lreserves tq ISsue bgrltis_shﬂr'es_hgi_ﬂ bg_________ _‘____ e Jl
Question 33
€ Board of Directops of SRp Limited an unlisted public Company ehgaged ip th Usinegg f
mqnuchturing of two wheeleps Infend tq 155Le deben’rures N order $4 finance Its ppro ect of e‘ecfrrc
Scooter munuch‘rurmg The Company seeks Your advice regarding the Maximum amount of g, Ures j+ can .
ISsue 1o raise the desired fynds The company hag Provided the following bstracts from jtg finthiqf
Statements ended on 31t March 2022.
[ Authorised Share Capital
T ———nare Capitq|:

1,00.000 Nos. of Equi‘ry Shares of %100 each
E-.EEE&I&?E@E?J-L__sBEre_c':E g

40,000 Nos. of Equity Shares of £ 100 e_afil,_fgll_y_pfi_d;ul:;_
EEQ&EE@E&EF Ve o e o

General Reserve  ———
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Balance in Profit and Loss Account
ca.pifal Reserve (profit on sale of Fixed Assets) 20,00,000
30,00,000

8% Non-Convertible Debentures

"9.5% Term Loan from XYZ Bank Limited fo
r purchase of Plant and Machi
(Repayment starts after 1 year moratorium period) il s

"Short-term Cash Credit Loan from XYZ Bank Limited
Mo‘l‘heca’rion of stock and receivables of the Company, repayable on demand)
5 e on deman

30,00,000

50,00,000

Referring to and analysing the relevant provisi
Presenﬂng the necessary calculations: B Sl ol S
(i) The amount that can be raised by the com issui
| . pany by issuing debentures and th ion, i '
o :::u:‘ec?l‘ll'l:}e be passed in the General Meeting of the Company in respe.cfuof ?h:sz:f:;”*"'"- ik
i at wi your answer in case the above i i ' '
convert such debentures into shares? ey AL L

Answer [Nov 22]
(@) The quunf that can be raised by the Company by issuing Debentures:
Section 71 of the Companies Act, 2013 (the Act), deals with the manner in which a company may A
debentures. Before the issue of debentures, the Board of Directors of the Company in compliance with
Section 180.(1)&:) of the Act, shall obtain approval of the shareholders through special resolution if
the borrowings by issuing debentures fogether with the amount already borrowed exceed the
aggregate of company's paid-up share capital, free reserves and securities premium amount.

Temporary loans obtained from the company's bankers in the ordinary course of business are not fo be

included in the borrowings.

The Amount that can be raised by the Company by issuing Debentures:
In view of the above provisions, SRD Limited can raise money to the extent of the following amounts

without the approval of the shareholders through a special resolution:

Particulars | Amount

Paid up Equity Share Capital | 40,00,000
| Share Premium Reserve 50,00,000 |
—————— - e e T W B |
' General Reserve™ M
Balance in Profit and Loss Account™ 20,00,0_00_
mggregafe_cFTT;paid-up share capital, free reserves an | 1,40,00,000
Bl

| securities premium amount (A)

lance in Profit and Loss Account is in

*General Reserve and Ba the capacity of Free Reserve.

issue of debenture with an option fo convert

condition, is provided for
e raised by the company by issuing

Since in the question, no pre=
dingly, the amount that can b

such debentures into shares, so accor

B il Beiae e g o) Jei3 >
= PEN Purﬁcu_in_r‘s_____ - i) Aicin'r 4}
8% Non- Convertible et e il v ek S G 30,00,000
95% Ter;._l.ohn Fo_r'_F'L;rzhus_z-_o_f-_Pﬁln_T_cﬂd_ﬂ.’-._cchinar'y i 20,00,000
PN PR L %
ed from the

Here Short- term Cash Credit loan from XYZ Bank Ltd. is a ‘Temporary Loan' obtain

company's bankers.
e
A N
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(i) Authorized Sh_ur‘e Capital (Rs. 50,00,000 equity shares of 10&1 h

(ii) Issued, subscribed and paid-up Share Capital (20,00.000 equi t:sh) f1 i
. ,000 equity shares of 10 each, fully paid-up) Rs.

(iii) Free Reserves Rs. 50,00,000

(iv) Securities premium account Rs. 25,00,000

v) Capital Redemption Reserve Rs. 25,00,000

The Board wants to know the conditions of issuing b

T Ll nadhet v o oy p:gc ec:;u; :rzr::nl.l:r;dies: ::e provision of the Companies Act,

P [May 2023, ICAT Module, MTP Nov 2020, MTP 2 May'23]

Conditions for bonus shares:

‘According to section 63(1) of the Companies Act, 2013 i '

s oty ot o ; , a company may issue fully paid-up bonus shares to

0) its free reserves;

(i) the securities premium account; or

(i)  the capital redemption reserve account.

Provided that no issue of bonus shares shall be made by capitalising reserves created by the revaluation

of assets.

Conditions for issue of Bonus Shares [Section 63(2)]:
No company shall capitalise its profits or reserves for the purpose of issuing fully paid-up bonus shares,

unless—

(i) it isauthorised by its Articles;

(i) it has, onthe recommendation of the Board, been authorised in the general meeting of the
company;:

(i) it has not defaulted in payment of
securities issued by it;

(iv) it has not defaulted in respect of payment of statutory dues of the employees, such as,
contribution o provident fund, gratuity and bonus;

(v) the partly paid-up shares, if any, outstanding on the date of allotment, are made fully paid-up;

(vi) it complies with such conditions as are prescribed by Rule 14 of the Companies (Share Capital and

debentures) Rules, 2014 which states that the company which has once announced the decision of
shall not subsequently withdraw the same.

interest or principal in respect of fixed deposits or debt

its Board recommending a bonus issue,

Eurther, the company has to ensure that the bonus shares shall not be issued in lieu of dividend.

Tssue of bonus shares: For the issue of bonus shares, Frontline Limited will require reserves of Rs.
1,00,00,000 (i.e. half of Rs. 2 00,00,000 being the paid-up share capital) and the available reserves with
the company are of same amount i.e. Rs. 1,00,00,000 (Rs. 50,00,000+ Rs. 25,00,000 + Rs. 25,00,000).
Hence, after following the above conditfions relating o the issue of bonus shares, the company may
proceed for a bonus issue of 1 share for every 2 shares held by the existing shareholders.

Question 36:
Innovative Ltd. a start-
is booming and favouring the yo

up by a few qualified professionals, which was incorporated in 2014.The company
unger generation to work. The Capital Structure of the Company is as

follows: g =
Particulars

Authorised Share Capital

100,00,000 Equity Shares of Rs. 10 each
Issued, Subscribes and Paid-up Share Capital 5 |
50,00,000 Equity Share of Rs. 10 each I




!?gﬁlgﬂamga HAL—

1
3.52
1,58

I
|
|

The company decided to issue 307 sw
| P them motivated and partner |
S€. aresolution in Genep| meet

S

Permﬂﬂeﬂf e p

purpo

per share to be iIssued to a clas
S Your advice with

Panies Act, 2013,
! Whether size o

(ii) Whethep lock-

€ Company seek

s of directors and employees.
under the Com

eTerence to the provision of issu ity sh res
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[(May 2023 RTP May 2019, MTP March 19, Ma
I

y 2020, MTP 1 Nov23 - 5 mg,.ks]
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of calls-in-advance. Decide whether the provision inserted i : T g e,
company, can be considered as void? ed in the articles at the time of formation of the N
s | [RTP Nov 23] |
Sectioh 50 of the Companies Act, 2013, deals with acceptance of call money in advance by a company which
requires that such acceptance can be made only if the company is authorised by its articles to do so.

According to section 6 of the Companies Act, 2013,

1save as otherwise expressly provided in this Act—

(e provens s *h.is Act shall have effect notwithstanding anything to the contrary contained in the
ETIORaTCLI or c.lmde's of a company, or in any agreement executed by if, or in any resolution passed
bygiesconecty, = general meeting or by its Board of Directors, whether the same be registered,
executed or passed, as the case may be, before or after the commencement of this Act; and

(b) any provision contained in the memorandum, articles, agreement or resolution shall, fo the extent to

which it is repugnant (in conflict) fo the provisions of this Act, become or be void, as the case may be.

In simple words, the provisions of this Act shall have overriding effect. Tt is also to be noted that section
6, starts with "Save as otherwise ...". Tt means that if any other section of the Act says that article is

superior then we will treat it accordingly.

Here, in the given case, articles of Satvikya Private Limited provide that the company shall not be permifted
to accept or keep advance subscription or call money in advance and accordingly here, such provision
contained in the articles of association will prevail and cannot be considered as void.
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; tion 1: ;

55::;}‘:;;2;1123; ;‘::;:”h;f T BFJ crores and turnover of ¥ 30 crores wants o accép‘r deposrts frﬁrﬁ !
pY rs. Referring to the provisions of the Companies Act, 2013, state the conditions

and the procedures fo be followed by Ashish Ltd. for accepting deposits from public other than its members.
[RTP May'19]

Answer:

Acceptance of deposit from public:

Relevant Provisions: According to section 76 of the Companies Act, 2013, a public company, having net worth

of not less than 10‘:_' crore rupees or turnover of not less than 500 crore rupees, can accept deposits from
ersons other than its members subject to compliance with the requirements provided in sub-section () of

section 73 and subject to such rules as the Central Government may, in consultation with the Reserve Bank

of India, prescribe.

obtain the rating (including its net-worth, liquidity and
d credit rating agency for informing the public the
from the public which ensures adequate
f deposits.

Provided that such a company shall be required to
ability to pay its deposits on due date) from a recognise
rating given to the company at the time of invitation of deposits
safety, and the rating shall be obtained for every year during the fenure o

Provided further that every company accepting secured deposits from the public shall within thirty days of
such acceptance, create a charge on its assets of an amount not less than the amount of deposits accepted

in favour of the deposit holders in accordance with such rules as may be prescribed.

Conclusion

Since, Ashish Ltd. has a net worth of X
prescribed limits, hence, it cannot accept deposit from public other
+o accept deposits from public other than its members, it has to fulfill the eligibili

or Turnover or both and then the other conditions as stated above.

80 crores and turnover of ¥ 30 crores, which is less than the
+han its members. If the company wants
ty criteria of net worth

Question 2:
State true or false
i, XYZ Private Limited may acce
aggregate of i1s paid-up capital,
ii. A Government Company, which is eligible to accept deposits under Sec
2013 cannot accept deposits from public exceeding 25% of the aggrega
reserves and security premium account,
[RTP Nov'20, May'19, ICAL Module, MTP April 2022]
OR
manufacturing household plastic goods. The books of
its paid-up capital, free reserves and security premium

osits from its members fo the extent of Rs.
r the provisions of the

i+s members to the extent of X 60.00 Lakh, if the
ecurity premium account is X 60.00 Lakh

tion 76 of the Companies Act,
te of its paid- up capital, free

pt the deposits from
free reserves and s

s engaged in the business of
ggregate of

ntends to accept dep
do so. Support your answer as pe

NIM Private Limited i
accounts of the company provides that a
account is Rs. 35.00 lacs The company |
35,00 lacs. Advise the company whether it can
Companies Act, 2013

[MTP March 2021]

ST W N
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Answer:

i

'i

Vrinda Limited is g ¢
1o expand its bys;

i of the Compq,. |
As per the provisions of Section 73(2) of the Companies Act, 2013 r'e'm,i mf(:cncll::in; of D:;,Ts?"!g
(Acceptance of Deposits) Rules, 2014, as amended by R ompanes bers, together wiTh-*'.]-ﬁ
Amendment Rules, 2016, o company shall accept any deposit from its mem o o ;l."e'f:
amount of other deposits outstanding as on the date of acceptance of such deposi "8 35y,
of the aggregate

of the Paid-up share capital, free Reserves and securities premium account of ﬂte.f
company.

Provided that o private company ma
cent of aggregate of the paid up sh
company shall file the details of mo

y accept from its members monies not exceeding one hundred
are capital, free reserves and securities premium account anq“ S_tlch
nies so accepted to the Registrar in such manner as may be specifiey

Therefore, the given statement of e

ligibility of XYZ Private Ltd. +o accept deposits from its Mmembens
to the extent of X 60.00 lakh is Try

e,

y candies for kids. Now. the company wants
types of candies. The company has raised ¥
constituting a charge on the assets of the

pplicable regulations made by the Securities
nt of X 1 crore

stock exchange qs per the q
se, whether the above amouy

will be considered qs deposit?
Answer:

% 1 crore raised by Vrinda Limited will
Question 4:

when received by a company in the ordinary course of business are not to be
considered as deposits

Answer:

According to Rule 2 (1) (c) (xii)
Purposes of, the business of th

(1)

=

[May-l&/May-1?~0Id]

not be considered gs deposit in terms of Rule 2 (1) (c) (ixa) I".g_

[LCAT Module, MTP 1 May'23] |

, following amounts if received b

€ company, shall not be considepe
any amount received as an advance for

manner whatsoever to be a
advance:

Y @ company in the course of
d as deposits:

the supply of goods or provisi
PPropriated within a period of 365 day

. or for the

on of services accounted for

in any
s from date of acceptance of

such
However, in case any advance is sub

Time limit of three hundred and six
any amount received as advance in
agreement or arrangement,

Ject matter of any legal Proceedings before any court of law, the
ty-five days shall not apply.

connection with consideration fop an

immovable Property under an
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However, such advance [s required fo be adjusted against such property In accordance with the fcﬂfﬂﬂ-"
of agreement or arrangement; s

(1) any amount recelved as security deposit for the performance of the contract for supply of goods o

ovision of services;

() any amount received as advance under long term projects for supply of capital goods except those
covered under item (b) above;

(v) any amount recelved as an advance towards consideration for providing future services in the form of a
warranty or maintenance contract as per written agreement or arrangement, if the period for providing
such services does not exceed the period prevalent as per common business practice or five years, from
the date of acceptance of such service whichever s less; :

W) any amount received as an advance and as allowed by any sectoral regulator or in accordance with
directions of Central or State Government:

(vil) any amount received as an advance for subscription towards publication, whether in print or in electronic
to be adjusted against receipt of such publications;

However, if the amount received under items (a), (b) and (d) above becomes refundable (with or without
interest) due to the reasons that the company accepting the money does not have necessary per*mlission or
approvul, wherever required, to deal in the goods or properties or services for which the money is faken,
then the amount received shall be deemed to be a deposit under these rules.

Further, for the purposes of this sub-clause the amount shall be deemed to be deposits on the expiry of
fifteen days from the date they become due for refund.

Question 5:

State the procedure to be followed by companies for acceptance of deposits from its members according

to the Companies Act, 2013. What are the exemptions available to a private limited company?

[ICAT Module, Nov 2018]

Answer

Acceptance of deposits by a company from its members:

As per section 73 (2) of the Companies Act, 2013, a company may, subject to the passing of a resolution in

general meeting and subject to such rules as may be prescribed in consultation with the Reserve Bank of

India, accept deposits from its members on such terms and conditions, including the provision of security,

if any, or for the repayment of such deposits with interest, as may be agreed upon between the company

and its members, subject to the fulfilment of the following conditions, namely:

(a) Issuance of a circular to its members including therein a statement showing the financial position of
the company, the credit rating obtained, the total number of depositors and the amount due towards
deposits in respect of any previous deposits accepted by the company and such other particulars in such
form and in such manner as may be prescribed;

(b) Filing a copy of the circular along with such statement with the Registrar within 30 days before the
date of issue of the circular;

(c) Depositing, on or before the 30™ day of April each year, such sum which shall not be less than twenty
per cent of the amount of its deposits maturing during the following financial year and kept in a
scheduled bank in a separate bank account to be called deposit repayment reserve account;

(d) Omitted

(e) Certifying that the company has not committed any default in the repayment of deposits accepted
either before or after the commencement of this Act or payment of interest on such deposits and
where a default had occurred, the company made good the default and a period of five years had lapsed
since the date of making good the default; and

(f) Providing security, if any for the due repayment of the amount of deposit or the interest thereon
including the creation of such charge on the property or assets of the company.

Acceptance of Deposit by Company ) w
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Every deposit accepted by a company shall be repaid with inferest in accordance with the terms ang 3

1

Wndiﬂons of the agreement. Where a company fails to repay the deposit or part thereof or any interest
ereon, the depositor concerned may apply to the Tribunal for an order directing the company fo pay the

sum due or for any loss or damage incurred by him as a result of such non-payment and for such othen

J
orders as the Tribunal may deem fit. I{

Exemption to certain private companies: |
Clauses (a) to (¢) and (e) of sub-section (2) of section 73 with respect to issue of circular, filing the copy
of such circular with the Registrar, depositing of certain amount and certification as to no default
committed, shall not apply to a private company:
(A) which accepts from its members monies not exceeding one hundred per cent of aggregate of the paid-
up share capital, free reserves and securities premium account; or

(B) which is a start-up, for five years from the date of its incorporation; or
(€) which fulfils all of the following conditions, namely:

(@) which is not an associate or a subsidiary company of any other company;

(b) if the borrowings of such a company from banks or financial institutions or any body corporate

is less than twice of its paid-up share capital or fifty crore rupees, whichever is lower; and

(c) such a company has not defaulted in the repayment of such borrowings subsisting at the time of
accepting deposits under this section.

However, such a company [as referred to in clauses (A), (B) or (C)] shall file the details of monies accepte
to the Registrar in the specified manner (i.e.. in Form DPT-3).

Question 6:

&p[uin the provisions for "Appointment of Trustee for Depositors’ under the Companies Act, 2013 rea
with the 'Acceptance of Deposits’ Rules, 2014.

[ICAI Module, May 2018]
Answer:

Appointment of Trustee for Depositors: In this respect following provisions are required to be observed

as mentioned in Rule 7 of the Companies (Acceptance of Deposits) Rules, 2014:

* One or more trustees for depositors need to be appointed by the company for creating security for
deposits.

¢ Awritten consent shall be obtained from the trustees before their appointment.

A statement shall appear in the circular or advertisement with reasonable prominence to the effect

that the trustees for depositors have given their consent to the company for such appointment.

» The company shall execute a deposit trust deed in Form DPT-2 at least seven days before issuing the
circular or circular in the form of advertisement.

No person (including a company) that is in the business of providing trusteeship services shall be appointed

as a trustee for the depositors, if the proposed trustee:

(a) is a director, key managerial personnel or any other officer or an employee of the company or of its
holding, subsidiary or associate company or a depositor in the company:;

(b) is indebted to the company, or its subsidiary or its holding or associate company or a subsidiary of such
holding company:

(c) has any material pecuniary relationship with the company

(d) has entered into any guarantee arrangement in respect of principal debts secured by deposits or
intferest

(e) is related to any person specified in clause (a) above.

No trustee for depositors shall be removed from office after the issue of circular or adver
before the expiry of his term except with the consent of all the directors pre

“tisement and
sent at a meeting of the

“ ( Acceptance of Deposit by Company
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pub|i¢ depaSIfS? pany’

Answer _ w
The Pr-c!vlSIODS rcln;mi t-:é obfnmlmg of 'Credit Rating' to be followed by an ‘eligible company’ are containe d
in Section 76 (1) of the ompanies Act, 2013 and Rule 3 (8) of the Companies (Acceptance of Deposits)
Rules, 2014 as amended from time to time.

Accordingly, an ‘eligible company’ which desires to raise public deposits shall be required to obtain the rating
(including its @t-worfh, "‘i”"_‘”‘f and ability o pay its deposits on due date) from a recognised credit rating
agency- The given ."C”'"Q which ensures adequate safety shall be informed to the public at the time of
invitation of deposits from the public. Further, the rating shall be obtained every year during the fenure of

deposifs.

As per Rule 3 (8), copy Olf the credit rating which is being obtained at least once in a year shall be sent fo
the Registrar of Companies along with the Return of Deposits in Form DPT-3.

Further, the credit rating shall not be below the minimum investment grade rating or other specified credit
rating for fixed deposits. It shall be obtained from any one of the approved credit rating agencies as
specified for Non-Banking Financial Companies in the Non-Banking Financial Companies Acceptance of Public
Deposits (Reserve Bank) Directions, 1998, as amended from time to time.

Question 8: [Good question]

Discuss the following situations in the light of ‘deposit provisions as contained in the Companies Act, 2013

and the Companies (Acceptance of Deposits) Rules, 2014, as amended from time to time.

(i) Samit, one of the directors of Zarr Technology Private Limited, a start-up company, requested his close
friend Ritesh fo lend to the company ¥ 30.00 lacs in a single tranche by way of a convertible note
repayable within a period six years from the date of its issue. Advise whether it is a deposit or not.

(ii) Polestar Traders Limited received a loan of % 30.00 lacs from Rachna who is one of its directors. Advise
whether it is a deposit or not.

[RTP May'24]

(iiii) City Bakers Limited failed to repay deposits of % 50.00 crores and interest due thereon even after the
extended time granted by the Tribunal. Is the company or Swati, its officer-in-default, liable to any
penalty?

(iv) Shringaar Readymade Garments Limited wants to accept deposits of £ 50.00 lacs from its members for
a tenure which is less than six months. Is it a possibility?

(v) Is it in order for the Diamond Housing Finance Limited to accept and renew deposits from the public

from time to time?
[LCAL Module, MTP May 20, Dec 2021]

Answer

(i) Interms of Rule 2 (1) (c) (xvii) if a start-up company receives rupees twenty-five lakh or more by way
of a convertible note (convertible into equity shares or repayable within a period not exceeding ten
years from the date of issue) in a single tranche, from a person, it shall not be treated as deposit.

In the given case, Zarr Technology Private Limited, a start-up company, received X 30 lacs from Ritesh

in a single tranche by way of a convertible note which is repayable within a period of six years from the
date of its issue. In view of Rule 2 (1) (c) (xvii) which requires a convertible note to be repayable within

Acceptance of Deposit by Company ) “
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In the glven cage Shr 990 Readymade Garments Limited 4 Wants t+q accept deposits of Rg 50 |
rom tg Members fop fenupe which |g less thapn SIXmonths, 1+ €ando so if j4 JUstifies thqy the de iy
are requipe for the Purpose o Meeting any of its shops term Fequirement of funds but in n:OSH's
Such deposgisg shall EXceed 107, 1o, ercent of the %99regate of i1 Paid-up shape Capital, free re CQSZ |
and secunitieg p, UM accoynt 4 d furthen h
oy o ﬂ-.i i depgs.ju, her, sy ®POSits shal| pe Payable onjy o, " aftep three
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4 it foilow?'rhe manner pmfvi)d‘:::::d::hz:::ﬂmg:" accept or renewal of deposits from public unless -'I

deposits by companies) for acceptance or renew‘:ﬂ of?ﬂ:::sE::n::::;:;:::mm s GCCGPWC&Pﬁ
IC.

However, Proviso To Secti

renewal of deposit e PL‘:}i:in&iJrS:E:ess}‘ﬂ-;rf s+uch prohibition with respect to the acceptance or |
- - & = ' all n . . - :

the National Housing Bank established under The.DN;?Ez:;:u:?%szgnleﬁ;;?pw reaisge dhlg

In the given case, it is ass ;

Housingannk Sy Thereforimﬁ;ha:lplgmond Housing Finance Limited is registered with the National |

acceptance renewal of deposit fpru Ibm.on contained in section 73 (1) of the Act with respect to the

B accept deposit rom PUI_Ilhc shall not apply to it. In other words, it being an exempted
' pt deposits from public from time to time without following the prescribed manner.

9:
===
¢ Limited havi il <A
:fB fh; comp any::gveﬂﬂne:;o:h dOf 120 aores wants to accept deposit from its members. The directors
auch deposit from +heprf: ; eay to advise them as to what special care has fo be takenwhile accepting
embers in case their company falls within the cafegory of an ‘eligible company'.
vr [LCAT Module, Jan 2021, May 24]
ﬁ‘CCT'"d‘"Eh” secf:m ;6 (1) of the Act, an “eligible company” means a public company, having a net worth of
:0? ess _ a:; :;E un red crore rupees or a furnover of not less +han five hundred crore rupees and which
gs:b‘:‘ﬂme d e conslent of the company in general meefing by means of a special resolution and also
filed the said resolution with the Registrar of Companies before making any invitation to the public for
acceptance of deposits.

However, an 'eligible Fompuny', which is accepting deposits within the limits specified under section 180 (1)
(c), may accept deposits by means of an ordinary resolution.

According o Rule 4 (a), an ‘eligible company’ shall accept or renew any deposit from its members, if the
amount of such deposit together with the amount of deposits outstanding as on the date of acceptance or
renewal of such deposits from members does not exceed ten per cent of the aggregate of the paid-up share

capital, free reserves and securities premium account of the company.

120 crore rupees. Hence, it falls in the category of ‘eligible company’.
s from its members together with the amount
wal of such deposits from +he members, in no
s and securities premium

ABC Limited is having a net worth of
Thus, ABC Limited has fo ensure that acceptance of deposit
of deposits outstanding as on the date of acceptance or rene
case, exceeds 10% of the aggregafe of the paid-up share capital, free reserve

account of the company.

Question 10:
Define the term 'deposit’ un
provisions whether the followin

(i) % 5,00,000 raised by Rishi
constituting a charge on +he assets of the company an

the applicable regulations made by the Securities and Exchan

the Companies Act, 2013 and comment quoting relevant

g amounts received by a company will be considered as deposits or not:
Confectionaries Limited through issue of non-convertible debentfures not
d listed on a recognised stock exchange as per

ge Board of India.

der provisions of

od from its employee Mr. T who draws an annual salary of X

ty deposit under a contract of employment.
[May'23, MTP May'24 - 5 marks]

of the relatives of a Director. The said relative has

d by him from his mother as a gift.
022, MTP-1 Nov 23 - 4 marks]

(i) % 2,00,000 received by Raja Yarns Limit
1,50,000,as a non-interest bearing securi

by a private company from one
on that the amount was receive

[ICAT Module, Nov 19, May 2

N

(iii) % 3,00,000 received
furnished a declarati
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g‘ﬂ'ﬂf_: Accurding to s

Money by Way of depogit or
amount qg m

be Prescribe

Rule 2 () (€) of th

ious amounts rece;
states var

¢ Companies (Acceptance of Deposit) Rules, 2014

€oMpany Which

! The answers IO Illggi'en s'!uﬂﬁ |
|” not b G d d g dg 0sits In terms 0 i
e onsi €red g P o

rtible debgmu
. of non-convel Peg
raised by Rishi Confectionaries Limited fhr‘Ob’Ql’; fs:':_zcognisgd stock exchange 4 pe,.:::
COI’IS“Ti‘I':Jﬁhg a chur'ggon the assets of the company and {I,STE :d as deposit in terms of SUb'CIﬂUSe, (%J
Pplicable Pegulations made by the SEBI, will not be consider:
of Rule 2 (1) ().

an annug| gq|,
_ Mr. T, who draws

(i) 2,00,0 received py Raja Yarns Limited from its employee

1,50,00’0, as g

t will be ¢
of employmen
Non-interest bearing security deposit under a contract

as deposit in

Terms of sub-

Df§|
ived is mope than
clause (x) of Rule 2 (DO foiheaotntrecel?®

salary of X 1,50,000‘

onsjd&eﬁ .
his any

en the rela;,
eceived by him from his mother qs agift, then ity
r

as deposit in tepms of sub-clause (viii) of Rule 2 (1) (c).

ives of a D'rrec‘l‘or'. Wh
(iii) T 3.00,000 received by q private company from one of the relativ
furnishes adecla

ration that the said amount was
not be considered

In fact, the Preceding sub-clayse Fequires that any amount given ?)’ a f'e-JGL""e‘ O:Q:I'i
€OMpany shal| o+ be considered as deposit if the relative fur‘mshfas a decla !
effect that the amount is not being given out of funds acquired by him by borrowi
or deposits from others.

director of Priva |
on in wriﬂng To th, |

ng or eccep‘rmg logrg

IS not q deposit’
In Board's report.

Question 11:

The Pmmofer-s of Green |

imited contributed in the form of Unsecured |,
the margin Money Fequirements st

an to the Company
Pulated by State Indy
granting loan, In the light of

In fulfilment of
stries Deveiopmen1 Cor*pomh’on L
the provisions of the Compan
the unsecured loan will be re

td. (SI DAL) for
les Act, 2013 and Rules made thereunder whesher
garded qg Deposit op not? |
[MTP March 2022, July 2024 MTP May 24
Answer
According to sl ) (€) of the Companies [r"lccep'rancg of DEPDSHS) Rules 2014 the foiFomei amount is
not considered qs deposit:
Any amount brought in by the pr Omotepg
stipulation of any

lending financiq| Instityti

a) the [oan is brought because of the sti

loan in pursuance of fte
ank SubJecf to Tl’le:
pulrﬂ'ion impcggd

S lfilmenT of ‘FoHowing conditions:
t MY s 1o
contribute such finance: : dlng lnSTITuTlons " The promoters
b) the loan is Provided by the Promoters 4 eMselves gp 1, theip i
c) such exemption shall pe available only till the loans 4 inanci IITh: o by both and
thereafter. i

Hence, in the instan
regarded as deposit
the loan is provided

T case, the Unsecype,
as the Unsecured |oq
by the promotens th

loan contribyy,
nis brou

emselveg

= P

Y Prom g : t be
ecayse of 4 ?Ter-s Green Limited will no

Ulation iMposed by the SIDAL ané
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manqger-:e%. al'aﬂged in ﬁe' business of consumer durables. It is managed by a team of professional
Insti-rufic; : r mpany has not made default in payment of statutory dues, and repayment of debenture/
nal loan with interest. The Company advertised a circular in the newspaper dated 20th September |

2020 inviting the deposits from the members and public for the first time.
|

The latest audited financial statement of the Company revealed the following data, as on 31.3.2020:

Paid up share capital Rs. 70 Crores
Securities Premium Rs. 20 Crores
Free Reserves Rs. 20 Crores,
Long-term borrowings Rs. 50 Crores

;I';:tiosrftpany in the advertisement invited public deposit for a period of 4 Months Plan A & Plan B for 36
Gierprstan debie oy eslclolo e ety B Sele o
2 ; an B based on latest audited Financial Statement under the
provisions of the Companies Act, 2013.
(i) lCullcula*l'e the maximum amount of deposit Viki Limited can accept from the public under Plan B in case
it is a wholly owned Government Company under the provisions of the said Act
[Nov 2020]
OR
NOP Limited, since its incorporation in 2002, is engaged in the production of premium quality glass bottles.
According to financial results of the company as on 31.3.2023 net worth of the company was Rs. 90 crore
and turnover for the year 2022-23 was Rs. 510 crore. The company proposed to accept the deposits as on
ist February, 2024, which would be due for repayment on 30th September, 2028 from the public for
expansion and redevelopment programs of company. Furthermore, the company has accepted a loan of Rs.
15 crore from Mr. P Kishore (Director) and the loan was to be repaid after 24 months. Company in its books
of account, records the receipt as a loan under non-current liabilities. At the time of advancing loan, Mr. P
Kishore affirms in writing that such amount is not being given out of funds acquired by him by borrowing or
accepting loans or deposits from others and complete details of such loan transaction is furnished in the
boards' report. On the basis of above facts answer the following questions:
(i) Whether company was eligible to accept deposit from public? What is the criteria for acceptance of
deposit and tenure for which deposit can be accepted? Whether the tenure decided by company was in
accordance with provisions of the Companies Act, 2013?
(i) With reference to the loan advanced by Mr. P Kishore to company, state whether the same is fo be

classified as a deposit or not?
[RTP May 24]

Answer o )
(i) According o Rule 2(1)(e) of the Companies (Acceptance of Deposits) Rules, 2014 "eligible company

means a public company as referred fo in sub-section (1) of section 76 of the CompanieslAcT, 2013,
having a net worth of not less than one hundred crore rupees or a furnover of not less ‘rhgn five hundred
crore rupees and which has obtained the prior consent of the company in general me_e'hng by means_of
a special resolution and also filed the said resolution with the Registrar of Clompames before :.“‘:",9
any invitation fo the Public for acceptance of deposits. Provided that an .BhgT’Le ;ompsny, ;;ac is
accepting deposits within the limits specified under clause (c) of sub-section (1) of section 16U, may

accept deposits by means of an ordinary resolution.

ection 2(57) of the Companies Act, 2013 can be calculated as follows:

Rs, 70 crores
Rs. 20 crores
Rs. 20 crores
Rs. 110 crores
mited is an eligible company, since i

Net worth of Viki Limited as per $
Paid up share capital
Free Reserves:
Securities premium:
Total:

Hence, Viki Li

ts Net worth is in excess of Rs. 100 crores.
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. e el - ) it mpanies (Acceptane
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D e .rhg CO !
1)(a) of its (whether secureq
Tenure for which be osits can be Accepted: As per Rule 3(1X ew deposits (
De

Posits) Rules, 2014, o company is not permitted to accep months. Further:
unsecured) which s repayable on demand or in less than six
acceptance of deposit cannot exceed thirty six months

he purpoge
-+ the above rule, for 1 "05e of
Exception to the rule of tenure of six months: As per the prows:mn:ra}‘ accept or rer;z:::sjs;fs fon
meeting any of its short-term requirements of funds, a comli:ls:ch deposits shall not € 3 €N pey
Fepayment earlier than six months subject to the condition tha es and securities premium hc;"””f‘
cent of the a9gregate of the paid-up share capital, free resef“"f Deposits) Rules, 2014, suc €Posity
the company, As per Rule 3(1)(b) of the Companies (Acceptance © h deposits or renewal thereof,
dre repayable not earlier than three months from the date of suc
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of

Maximum Amount of b

: ersons other thap 51'
Pany is permitted to accept or renew dEPOSI-IlHﬂ:;TJ:.‘TF;f outstanding dEPOSiT:
members, As per the |aw the amount of such deposit together with 1 :wal can'be maximum Twenty-fiy,
(EKdUdlng deposits from members) on the date of acceptance or ren

securities premium accoynt
per cent, of the a9gregate of its paid-up share capital, free reserves and
of the company.

' amount.of-deposits sy
For Plan A: Since the Mmaximum period of deposits is 4 months, the maximum
not exceed ten per cent. of

the aggregate of the paid-up share capital, free reser\;%s a;cé se;;r)'i‘nels
) o, + < =
premium account of the company. Maximum amount of deposits: 10% of 110 crores ( 1
crores.

For Plan B: Maximum g

mount of deposits: 25% of 110 crores (70 + 20 + 20) -11 crores
deposit under plan A)

(o uTS‘rcmdirg
= 16.5 crores,

(i) In terms of Rule 3(5) of the Companies (Acceptance of Deposits)

wholly owned Government Company, so it can accept deposit together with the amount of other
outstanding deposits as on the date of acceptance or renewal maximum up to thir

the aggregate of its Paid-up share capital free reserves and securities premium
Maximum amount of deposits: 35% of 110 crores (70 + 20 + 20) = 385 crores.

Rules, 2014, in case Viki Limited isq

ty-five per cent of
account. For Plan B:

Question 13:

RS Ltd. received share application money of Rs. 50 Lakh on 01.06.2019 py+ failed +o allot shares within the
prescribed time limit, The share application money of Rs, 5 |akh recej - Khanna, a customer of
the Company, was refunded by way of book ad justment towards the

30.07.2019, The Company Secretary of R

dues Payable by

S Ltd. reported +o the Board thqt the e

Lakh shall be deemed +o be ‘Deposits' as on 31072019 and the Company is re ui
provisions of the Companies Act, 2013 app| 1

ce of deposits in relq
are required to examine the validity of the oMmpany Secpetqn :
provisions of the Companies Act, 2013, Y

him to the company on

ntire amount of Rs 50

: tion to this amount, You
+

feporiihg of the ¢ the light of the relevant

[Jan 2021 -
Answer g Nov22 MTP-2 Nov 23 . 4 marks)
According to Rule 2(1)(c) of the Companies (Acceptance of Deposits
R
receipt is not considered as deposit: P ) les, 2014,

Any amount received and held
Act, 2013 towards subscripti
allotment of securities, pending
due on allotment of the secyr

the following category of

It is clarified by way of Explanation that

if the securities fop which
securities was received cannot be allotted

D applicat
within 60 days from the du‘rtpoﬁ::):i Fr:ron:y or advance for such
4]

the application money
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or advance for such securities and such application money or advance is not refunded fo the subseribers
;r

within 15 days from the date of completion of 60
S e days, such amount shall be treated as a deposit under

Further, it is clarified that any adjustment of amount for any other purpose shall not be treated as refund

In the given question, RS Limited has received Rs. 5
: e . 50 Lakhs as sh featt
failed to allot shares within the prescribed limit, Further, on _:0‘ ;;;;1;1?5}'::0:;:? p:nn;n:m:t (:L?ﬁ fggm i:

of Rs. 5 Lakhs received from Mr. Khanna (a cust
the dues payable by him to the company. omer of the company), by way of book adjustment towards

In the light of the facts of the question and provisions of Law:

(1) If such application money or advance is not refunded to th i ithi
: e subscrib 1
of completion of 60 days, such amount shall be treated as a dep.::ss':i:ir:.l g P A

In the quafsfic:in, fh: pT‘E'.SCr‘iIl:ed limit of 60 days will end on 31.07.2019 and the company has 15 more
days to refund suc application money to the subscribers. Otherwise, after lapse of such 15 days, the
amount not so refunded will be treated as deposit. :

Hence, the Company Secretary of RS Limited is not correct in treati '
’ tinq the entire amount of Rs. 50 La
as 'Deposits’ on 31.07.2019. & i ¢ :

(2) Any adjustment of the amount for any other purpose shall not be treated as refund. Thus, the amount
of Rs. 5 Lakhs adjusted against payment due to be received from Mr. Khanna, cannot be treated as

refund.

Question 14:

Answer the following citing relevant provisions of the Companies Act, 2013:

(a) Wire Electricals Limited having paid-up capital of X 1.00 crore availed a term loan of ¥ 10,00,000 from
ABC Bank Limited to purchase electrical items. Mr. Taar, one of the directors of the company, is of the
opinion that it shall be considered as 'deposit'. Is his contention correct?

(b) A Government Company, which is eligible to accept deposits under Section 76 of the Companies Act,
2013, cannot accept deposits from public exceeding 25% of the aggregate of ifs paid-up capital, free

reserves and security premium account. Is this correct?
[RTP May 23]

Answer
(6) In terms of Rule 2 (1) (c) (iii) of the Companies (Acceptance of Deposits) Rules, 2014, any amount
y shall not be considered as 'deposit’.

received as a loan or facility from any banking compan
of Mr. Taar that the term loan of ¥ 10,00,000 availed by the

In view of the above, the contention
be considered as ‘deposit’ is not correct.

company from ABC Bank Limited shall
) Rules 2014, a Government Company is not
deposits under section 76, if the amount of such deposits together with the

tstanding as on the datfe of acceptance or renewal exceeds thirty five per
e capital, free reserves and securities premium account.

(b) As per Rule 3 (5) of the Companies (Acceptance of Deposits

eligible to accept or renew
amount of other deposifs oU
cent of the aggregate of its paid-up shar

Therefore, the given statement where the limit of 25% has been stated for acceptance of deposits is

not correct.




Co;porate Laws & Othe,
YOUR A BUDDY .

~—CA SHUBHAM SINGHAL—

i LT e ———— T EPEE
Perfect Limited Company raised the secured deposit ufﬂo_o ‘;:: :scr -
interest @ 12% p q, repayable after 3 years. The charges has

0
; ts of the ¢
of trustee of depositors against the deposit taking following asse

s =
Land and Building Rs. 60 cr'o::s
Plant and Machinery Rs. 20 croras ~
Factory Shed Rs. W
Trade Mark RS, gOCT 3 e SR
@dwill Rs. 2D crores tance of Deposit) Rules, 201¢
: — : Companies (Accep [Nov 22, Noy23
Explain the validity of charges created with reference to P ]
Answer

ompany which accepts secypey
As per second proviso to Section 76(1) of the Companies Act, 2013, e:e’:;ur;z on its assets. The amoyy
deposits from the public shall within 30 days of such acceptance, crea ehar e shall be created in favoye of
of charge shall not be less than the amount of deposits accepted. The charg t
the deposit holders in accordance with the prescribed rules.

: sit) Rule, 2014, states thy
In respect of creation of security, Rule 6 of the Companlesl(ACCer"C; Oﬁﬁezoon ?'rs tangible assets onfy
the company accepting secured deposits shall create security by way of charg

The other notable points are:

A ; o ,efc.).
*  The company cannot create charge on intangible assets (i.e., gQOdW'”- trade n_la:ks i j able There
Total value of security should not be less than amount of deposits accepted & interest pay on

The market value of assets subject to charge shall be assessed by a registered valuer.
Security shall be created in favour of g depositors trustee

[ ]
L]
[ ]
In the given uestion, _

Particulars ‘
Total value of security
can be created)

Amount (in )
60+20+20 [Land and Building, Plant &

machinery and Factory Shed] = 100 crore
thereon L100+ [(100*12%)*3 years] =

—Shi o e F Sl il
(value of assets on which charge

Total deposits acc'ﬁa and Eeﬁsf_pc;ab_fe

Pay = 136 crore !
Since, the total value of security is less than the amount of deposits accepted and interest payable therean,
hence the charge is not validly created.
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f charge and required to be filed with the Re.gls’rr‘ar'

be verified?

[ICAT Module]
Answer .

A copy of every instrument evidencing any creation or modification of charge and required to be filed with
the Registrar shall be verified as follows:

a) in case pr oPerfy e situated outside India: where the instrument or deed relates solely to the property
situated outside India, the copy shall be verified by a certificate issued either under the seal, if any, of
the company, or under the hand of any director or company secretary of the company or an authorised
officer of the charge holder or under the hand of some person other than the company who is interested

in the mortgage or charge:

b) in case property is situated in India (whether wholly or partly): where the instrument or deed relates to
the property situated in India (whether wholly or partly), the copy shall be verified by a certificate issued
under the hand of any director or company secretary of the company or an authorised officer of the charge.

holder.

Question 2:

Briefly explain the provisions enforced by the Companies (Amendment) Second Ordinance, 2019 when a
charge created before 02-11-2018 is not registered within the prescribed period of thirty days as provided

in Section 77 (1)
[LCAL Module]

Answer
As per section 77(1) of the companies Act, 2013 every company creating a charge:

a) within or outside India,
b) on its property or assets or any of its undertakings,
¢) whether tangible or otherwise, and

d) situated in or outside India,
is required to register the particular of the charge with the registrar within thirty days of its creation.

In case the charge was created before 02-11-2018 and it was not registered within the prescribed period
of thirty of its creation, clause (a) of the first Proviso to Section 77 (1) states that the Registrar may, on
an application by the company, allow such registration to be made within a period of 300 days of such

creation.
Question 3:
Define the term “charge"” and also explain what is the punishment for default with respect to registration
of charge as per the provisions of the Companies Act, 2013.

[ICAT Module, MTP May 2019]
Answer

The term charge has been defined in section 2 (16) of the Companies Act, 2013 as an interest or lien created
on the property or assets of a company or any of its undertakings or both as security and includes a

l'ﬂﬂf"fgage,

Registration of Charges )
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t sh?ll E;P:T?:;ble to a penalty of fifty g
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Materiq| information whi

Section 447 (punish

Question 4: rticulars of charge created on 1'2"?!
Renuka Soaps and Detergents Limited realised on 2nd May, 2019 Tha*- P:rar‘ of Companies. What prq, rg
March, 2019 |, favour of a Bank were not registered with the Regis cedure be different if the Com
should the company follow to get the charge registered? Would the .profead of 2nd May, 20197 Explain With
realised its mistqke of not registering the charge on 7th June, 2019 ins

reference to the relevant provisions of the Companies Act, 2013. [ICAL Module, MTP N, Iy
Answer

Relevant Provisions

The charge in the Present case was creat
Companies {Amendmenf] Second Ordinance,

i -11-2018.
Provisions are diffepent from a case where the charge was created before 02

. ; , by which the h
Initially, the Prescribed particylars of the charge together with the instrument, if any, by ¢

] . iled with the Reyi
IS created on evidenced, or q copy thereof, duly verified by acertificate, are o be filed wi =
within 30 days of its creation. [Section 77 (D).

ingly SUppress
ion or knowing %
lly furnish false or incorrect informatio
urnishes any false

iable for actig "
77 he chall be liab N Ung

ch is required to be registered unde ' : ‘
e

ment for fraud),

the date of commencement of \
d after 02-11-2018 (i.e. of ) .
22019} to which another setf of provisions is applicable. Thes.g

Grge
sﬁ'q.’

In this case Particulars of charge were not filed within the prescribed per‘iod of 30 days.
However, the Registrar is €mpowered under clause (b) of first proviso fo section 77 (1)
of 30 days by another 30 days (ie. sixty days from the date of creation) on pa
additional fee.

|
to extend the period

yment of prescribeg

should immediately file
Ing an application that it hog
Its creation,
§ mistake of not registering the char

T aperiod of sixty days has already e
b) of Second Proviso To Section 77 (1)

Ing a further period of sixty days b

2019, it shall be noted tha

ge on 7th June, 2019 instead of 2nd May, |
However, Clause (

|
Xpired from the date of creation of charge
Provides anothep OPPortunity for registration of
ut the company is réquired to pay ad valorem fees. Since

non-registration of charge.

Question 5:
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Answer ; = =

::::ri:i:ﬂs:o*;:e};';;‘::;:‘:_os:?i;“ 82(2) of the Companies Act, 2013, no notice shall be required to be
‘ e Registrar in thi isi e : ;

of charge. Hence, the given statement is True. is regard is in the specified form and signed by the holder

corporate Laws & Other Laws
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- Antriksh entered int - - i Be ol TONE

:'LTPThT; LR ?sf ;_’ L cenern for purchasing a commercial property in Delhi belonging to NRT Ltd.
gistration, Mr Antriksh comes to know that the title deed of th i

e T Seed ha i : e deed of the company is not free and

e pa ‘:’1 ?p L inability to get the title deed transferred in the name of Mr Antriksh saying
that he ougt t 1o have ad ‘I'he.lknowlzdge of charge created on the property of the company. Explain with
the help of 'Notice of a charge', whether the contention of NRT LTD. is correct?

[ICAT Module, MTP Nov 2019]

Answer
Notice of Charge: According to section 80 of the Companies Act, 2013, where any charge on any property
or assets of a company or any of its undertakings is registered under section 77 of the Companies Act
2013, any person acquiring such property, assets, undertakings or part thereof or any share or interest
+herein shall be deemed to have notice of the charge from the date of such registration.

Thus, the section clarifies that if any person acquires a property, assetfs or undertaking for which a charge
is already registered, it would be deemed that he has complete knowledge of charge from the date the

charge is registered.

Thus, the contention of NRT Ltd. is correct.

Question 7:

DN Limited hypothecated its p
the charge with the Registrar of Companies.
requested the Bank to issue a letter confirming th
to the request. State the relevant provisions of t
charge in the above circumstance. State the fime

the Company to intimate satisfaction of charges.
[Nov 19, Nov 22]

lant to a Nationalised Bank and availed a term loan. The Company registered
The Company settled the term loan in full, The Company
e settlement of the term loan. The Bank did not respond
he Companies Act, 2013 fo register the satisfaction of
frame up to which the Registrar of Companies may allow

Answer

Intimation regarding Satisfaction of Charge
Section 82 of the Companies Act, 2013, requires a company to give infimation of payment or satisfaction in
full of any charge earlier registered, to the Registrar in the prescribed form. The intimation needs to be

given within a period of 30 days from the date of such payment or satisfaction.

Extended period of intimation: Proviso to Section 82 (1) extends the period of intimation from thirty days
to three hundred days. Accordingly, it is provided that the Registrar may, onan application by the company
or the charge holder, allow such intimafion of payment or satisfaction to be made within a period of 300

days of such payment or satisfaction on payment of prescribed additional fees.

Question 8:
What are the powe
intimation from company? Discus

rs of Registrar 1o make entries of satisfaction and release of charges in absence of

5 as per the provisions of the Companies Act, 2013
[ICAT Module, RTP Nov 19]

OR
ABC Limited which was

istered with the sub-registrar W
y nor OK Bank has filed par’ricu!nr's 0

mortgaged to OK Bank. He settled the dues to Ok
ho has noted that the morfgage has been

Ranjit acquired a property from
f satisfaction of charge with the

Bank in full and the same was ég
settled. But neither the compadn

ST . Y
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seek any ®
Re9istrar of Companies, can pir Ranji the Regisre” b
: . : - Ranjit approach , 2013. 2, MTP-1 NoY 23R
this matter in the light of the provisions of the C“"PI:"';ST; :Lv 20, MTP bhyfe
A [ICAT Module, strar to moKe entries with
Section 83 of the
the

| : im from the k
Companies Act, 2013 provides powers_f" the ;:2“ received bY hi Co"‘p%,
Satisfaction and release of charges where no intimation has

: : th Stre,
Accordingly, with respect to any registered charge if an e\'_?de_ hole or in part o fhd'rf € part of

that the debt secured by charge has been paid or satisfied m:’ » or has ceased 1o form part f
Property or undertaking charged has been released from the charg i

at may enter in th register of charges @ memorand
o S pro or undertaking, then he enter.in the
satisfaction that:

lief in this regardy 3

tisfaction of Reg;
: to the sa
nce is shcwﬂ

* the debt has been satisfied in whole or in part; or
* the part of the Property or undertaking has been releas
part of the company's property or undertaking.

can be ex imation has been received by
Sl con ercised by the Registrar despite the fact that no intim &
from the company.

ties within 30 days of
Information 1o affected parties: The Registrar shall inform the affected parti md'-'g
H

the entry in the register of charges.

ed from the charge or has ceased to g,

m of satisfactionof
Issue of certificate: As per rule 8 (2), in case the registrar enters a memorandu dm”ii
~——=0I certiticate:

- ' m no. CHG-5.
in full, he shall issye o certificate of registration of satisfaction of charge in for

; ' t th
Therefore, Mr. Ranjit can approach the Registrar and show evidence to his satisfaction that the charge

- :
has been duly settled and satisfied and request the Registrar to enter a memorandum of satisfaction
noting the release of charge.

Question 9:
ABC Limited created q charge in
enhanced the facility by another R
was not registered. Advise the co

favour of OK Bank. The charge was duly registered. Later, the Buk
s 20 crores. Due to inadvertence, this modification in the original charge

Mmpany as to the course of action to be pursued in this regard.

[MTP Nov 20
Answer
The company is advised to immediately file an application for

rectification of the Register of Chargesit
Form No. CHG- 8 to the Central Government under Section 87 of the Companies Act 2013

Section 87 of the Act of 2013 and Rule 12 empowers the Central Government to order rectification of
Register of Charges in the following cases of defqult:

a. when there was omission in 9iving infimation to the Registran with respect to payment or satisfactionof
charge within the specified time:

b. when there was omission or mis-statement of any parficulars jn any filing previous|

Y made to the Registra®
Such filing may relate to any charge or any modification of charge o With pes

ect to randum ¢f
satisfaction or other entry made under Section 82 (Company to veport Sﬂ’risfql::;ﬁon ft:ll*\: mern]o e
83 (Power of Registrar to make entries of satisfaction and release), of charge) o

& Accounts receivable of the Company. An instry ot chaﬁgqm“ the hypothecation of Stodk

and the Bank. The Company is not willing to register the Bharges e T%‘E '-:QS f:luly signed by the C@ﬂ
light of the provisions, if the Companies Act, 2013, discyss: € Registrap of Companies. I
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(1) Ts there any provision empowering the Nationalized Bank (charge holder) fo get the chargis registered?
(2) When can the Registrar refuse to register the charges the present scenario? = :
[May 2022]

Answer

(1) Registration by charge holder: Section 78 of the Companies Act, 2013, empowers the holder of charge
to get the charge registered in case the company creating the charge on its property fails to do so.
Accordingly, if a charge is created, the company is primarily responsible for registering the charge '
however it fails to do so within the prescribed period of 30 days [as provided in section 77 (1)], the
person in whose favour the charge is created (ie. charge-holder) may apply to the Registrar for
registration of the charge along with the instrument of charge within the prescribed time, form and
manner. In light of above provisions, the Nationalized Bank can get the charges registered.

(2) Reaistrars refuse to register the charges: However, the Registrar shall not allow such registration by
the charge-holder if the company itself registers the charge or shows sufficient cause why such charge
should not be registered.

Question 11: M
Krish (Private) Limited on 7th May 2022 obtained X 25 lakhs working capital loan by offering its Stock and
Accounts Receivables as security and X 5 Lakhs adhoc overdraft on the personal guarantee of a Director of
Krish (Private) Limited, from a financial institution. Is the company required to create charge for working
capital loan and adhoc overdraft in accordance with the provisions of the Companies Act, 2013?

[MTP Nov 22, MTP-2 Nov 23- 4 marks]
Answer
As per the provisions of section 2(16) of the Companies Act, 2013, “charge” means an interest or lien created
on the property or assets of a company or any of its undertakings or both as security and includes mortgage.

Whenever a company borrows money by way of loans including term loans or working capital loans from
financial institutions or banks or any other persons, by of fering its property or assets, as security a charge
is created on such property or assets in favour of the lender. Such a charge is compulsorily registrable
under the provisions of the Companies Act, 2013 in accordance with Chapter VI and the rules made in this
regard.

Thus, when Krish (Private) Limited obtains working capital loans from financial institutions by offering stock

and Accounts Receivables as security, it is required to create a charge on such property or assets in favour
of the lender.

Hence, for Rs. 25 Lakh working capital loan, it is required to create a charge on it. Krish (Private) Limited
is not required to create a charge for Rs. 5 Lakh adhoc overdraft on the personal guarantee of a director.
Since, charge is always created on the property or assets of a companywand personal guarantee of director
is not a property or asset of company.

Question 12:
Bows Limited is required to create a charge on one of its assets. However, the above charge could not be
registered within the required period of 30 days. State the provisions related to extension of time and
procedure for registration of charges, in case when the charge was not registered within 30 days of its
creation,

[MTP Nov 22, MTP-2 Nov 23 - 5 marks]
Answer
As per the provisions of Section 77 of the Companies Act, 2013, in case the charge was not registered
within 30 days of creation of the charge, the Registrar may, on an application by the company, allow such
registration to be made within a period of 60 days of such creation (i.e. another 30 days are granted after
the expiry of original 30 days), on payment of additional fees as prescribed.

Registration of Charges ) “
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Question 13
Star Ltg. is I-mving
the foreign estqp|;

[
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te additional fee or advalone,
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Particulars of the charge.

I situated ing
register the
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Question 14

Answer:
Inspection of Re iste
As regards inspection
the instrument of
(1) by any member.
(2) by any other p
company may, by

[MTP May'24 - 53 marks
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Answer:
Registration of Charge to act as Constructive Notice (Section 80 of the Companies Act. 2013):
Section 80 provides that where any charge is registered under section 77, any person acquiring such

property, assets, undertakings or part thereof or any share or inferest therein shall be deemed to have
notice of the charge from the date of such registration,

| Thus, every person proposing to deal with a company, should verify whether the asset has any charge by

' going through the record of charges maintained at the office of registrar of companies before entering
into the transaction.

Yes, in cumpli_ance to stated law, such registration of charge be deemed to be notice of charge to any
person who wishes to lend money to the company against the security of such property.

Extension of Time Limit: The original period within which a charge needs to be registered is 30 days from
the date of creation of charge.

In the given case, City Bakers Limited obtained a term loan from DNB Bank Ltd. by creating a charge on
its of fice building which was duly registered within 20 days from date of creation of charge.

Extension of time may be granted where registration of charge was not effected within the original
period of 30 days. In such case, the Registrar may, on an application by the company, allow such
registration to be made within a period of 60 days of such creation (i.e. a grace period of another 30 days
is granted after the expiry of the original 30 days), on payment of additional fees as prescribed.

If the charge is not registered within the extended period also, then the company shall make an
application and the Registrar is empowered to allow such registration to be made within a further period
of sixty days after payment of prescribed ad valorem fees.

Alternate Answer to this part of question (Extension of Time Limit)
Extension of Time Limit: The original period within which a charge needs to be registered is 30 days from
the date of creation of charge. Provisions relating to extension of time limit as under:

(i) Charges created before 02-11-2018: In such cases, where charge was created before 02-11-2018 but
was not registered within the original period of 30 days, the Registrar may, on an application by the
company, allow such registration fo be made within a period of 300 days of such creation.

Further, if the charge is not registered within the extended period of 300 days, it shall be done
within six months from 02-11-2018 on payment of prescribed additional fees.

(i) Charges created on or after 02-11-2018: In such cases (i.e. where the charge was created on or affer
02-11-2018 but the registration of charge was not effected within the original period of 30 days),
the Registrar may, on an application by the company, allow such registration to be made within a
period of 60 days of such creation (i.e. a grace period of another 30 days is granted after the expiry
of the original 30 days), on payment of additional fees as prescribed.
If the charge is not registered within the extended period as above, the company shall make an
application and the Registrar is empowered to allow such registration to be made within a further
period of sixty days after payment of prescribed ad valorem fees.

6.7
Registration of Charges ) -
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Nutty Buddy Limited is manufacturing premium quality milk based ice cream in two flavors- first chocolate
and second butter scotch. The company called its Annual General Meeting (AGM) in order to lay down the
financial statements for Shareholders' approval, However, due to want of quorum, the meeting was cancelled,
Also, the Directors of the company did not file the Annual Return with the Registrar. The directors were
of the idea that the time for filing of returns within 60 days from the date of AGM would not apply, as
AGM was cancelled. Has the company contravened the provisions of Companies Act, 20132 If the company
has contravened the provisions of the Act, how will it be penalized?

[RTP Nav 21, Nov 23 - 4 marks]

OR
Bazaar Limited called its AGM in order to lay down the financial statements for Shareholders' approval: Due
to want of Quorum, the meeting was cancelled. The directors did not file the annual returns with the
Registrar. The directors were of the idea that the time for filing of returns within 60 days from the date
of AGM would not apply, as AGM was cancelled. Has the company contravened the provisions of Companies
Act, 2013? If the company has contravened the provisions of the Act, how will it be penalized?
[May 2018, MTP Oct 2020]

Answer
According to section 92(4) of the Companies Act, 2013, every company shall file with the Registrar a copy
of the annual return, within sixty days from the date on which the annual general meeting is held or where
no annual general meeting is held in any year within sixty days from the date on which the annual general
meeting should have been held together with the statement specifying the reasons for not holding the
annual general meeting

Section 92(5) also states that if any company fails to file its annual return under sub-section (4), before
the expiry of the period specified therein, such company and its every officer who is in default shall be
liable to a penalty of fen thousand rupees and in case of continuing failure, with further penalty of one
hundred rupees for each day during which such failure continues, subject to a maximum of two lakh rupees
in case of a company and fifty thousand rupees in case of an officer who is in default.

In the instant case, the idea of the directors that since the AGM was cancelled, the provisions requiring
the company to file annual returns within 60 days from the date of AGM would not apply, is incorrect.

In the above case, the annual general meeting of Nutty Buddy Limited should have been held within a period
of six months, from the date of closing of the financial year but it did not take place. Thus, the company
has contravened the provisions of section 92 of the Companies Act, 2013 for not filing the annual return
and shall attract the penal provisions along with every of ficer of the company who is in default as specified

in Section 92(5) of the Act

Question 2

M/s. Techno Ltd. maintains its Register of Members at its registered office in Mumbai. A group of
members residing in Kolkata want to keep the register of members at Kolkata.
.. Explain with provisions of Companies Act, 2013, whether the company can keep the Registers and

Returns at Kolkata,

Management and Administration )
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the right 1o inspect ¢

OR only. Advise, *“h"‘"""h‘hﬂh
Mr. Bheem is holding 500 shares (of ZVZ Limited) of total worth Rs, 5000
right 1o inspect +

he Register of Members? (TP Mar 191

Answer

I Maintenance o the Register of Me: bers etc.!

be kept and mairtained
As per section 94(1) of the Companies Act, 2013, the registers Mqrsrgds::hon 92 shall be kept at fhe
a company under section 88 and copies of the annual return filed under
registered office of the company.

ther place in India in whig |
e Ry voydlebe NECRYH ous?er Ft:f members res:dqclhf
more than one-tenth of the total number of members entered in the reg .

approved by a special resolution passed at a general meeting of the compary

liance with the abq
So, Techno Ld. can also keep the registers and returns at Kolkata after comp O

d in the register
Provisions, provided more than one-tenth of the total number of members entere 3 "
members reside in Kolkata

. Inspection of Register of Members: As per section 94(2) of the Companies Act, the mspe.cTrOE Rhe
records, i.e., registers and indices, and annual return can be done by members, debenture- holdens

other security holders or beneficial owners of the company without payment of any fees and by any |
other person on payment of such fees as may be prescribed

Accordingly, a director Mp, Ranjit, who is not

a shareholder of the company, has no right to inspect
the Register of Members of company, as per t

ne provisions of this section

Author's Note As per Sec 94(2)
registers but it can be don
director has NO

.1t 15 clear that person other th
e only after payment of prescribed f
right. The answer seems to be unclear
_Come across any similar question in future.

an shareholders also may inspect such
ees. Here, ICAT has mentioned that the

Still, please stick to ICAT's answer unless we

Question 3

As per the provisions of the Companies Act, 2013, every company is required to file with the Registrar of |
Companies, the Annual Return as prescribed in section 92, in Form MGT -7 Explain the particulars required
to be contained in it

Answer
Every company Is required to file with the Registrar of Companies, the a

; hnual in
section 92, in Form MGT - 7 as per Rule 11(1) of the ¢ S rEanes prescribed

2014 orpanies (Management 4 Administration) Rules
The particulars contained in an annual return, to be

I, Ttsregistered office, principal business activit

[May 2016]

filed by eve;
Y Company are qg .
e5, particulars of follows

companies, e hOId'"gr subsidiary and associoté
2. TIts shares, debentures and other securities and sharehg|d;
i
3. TItsindebtedness: "d pattern
4, Ttsmembers and debenture-holders alo
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6. Meetings of members or a class thereof, Board and its various committees along with tendance
d.B""ﬂ“s; \

7. Remuneration of directors and key managerial personnel; |

8. Penalty or punishment imposed on the company, its directors or officers and details of compounding
of offences and appeals made against such penalty or punishment;

9. Matters relating to certification of compliances, disclosures;

10. Details in respect of shares held by or on behalf of the Foreign Institutional Investors including
their names, addresses, countries of incorporation, registration and percentage of shareholding held
by them;

11. Such other matters as may be prescribed.

Question 4
Shambhu Limited was incorporated on 1.4.2018. The company did not have much to report to its
shareholders, so no general meeting of the company has been held till 30:4.2020. The company has recently
appointed a new accountant. The new accountant has pointed out that the company required to hold the
Annual General Meeting. The company has approached you a senior Chartered Accountant. Please advise the
company regarding the time limit for holding the first annual general meeting of the Company and the power
of the Registrar to grant extension of time for the First Annual General Meeting.

[MTP March 21, MTP May 24 - 5 marks]
Answer
According to Section 96 of the Companies Act, 2013, every company shall be required to hold its firstannual
general meeting within a period of 9 months from the date of closing of its first financial year.

| The first financial year of Shambhu Ltd is for the period 1st April 2018 to 31st March 2019, the first
 annual general meeting (AGM) of the company should be held on or before 31st December 2019.

The section further provides that the Registrar may, for any special reason, exfend the time within which
any annual general meeting, other than the first annual general meeting, shall be held, by a period not
exceeding three months.

Thus, the first AGM should have been held on or before 31st December, 2019. Further, the Registrar does
not have the power to grant extension fo time limit for the first AGM of the company.

Question 5
Rijwan Limited, a listed company, is in the business of garment manufacturing and has its registered office
at 123, N Tower, Commercial Beta Complex, Biwadi, Rajasthan. The company has called its 6th Annual
General Meeting at 3 PM on 22nd August, 2019 at Ansal Plaza, Biwadi. Some of the members of the
company have opposed to calling of the meeting at Ansal Plaza. The company has approached you to advise
them in this regard. Suppose, Rijwan Limited is an unlisted company and wants to call their 6th AGM at
Jaipur, will your answer differ.

[RTP Nov 19]
Answer
According to section 96(2) of the Companies Act, 2013, every annual general meeting shall be called during
business hours, that is, between 9 am. and 6 p.m. on any day that is not a National Holiday and shall 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.

Provided that annual general meeting of an unlisted company may be held at any placein India if consentis
given in writing or by electronic mode by all the members in advance.

Thus, in the first case, the company is rightful in calling the Annual General meeting at Ansal Plaza.

Management and Administration ) “ W
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(iii) According to section 96, subsequent AGM (i.e. second AGM onwards) of the co '
within 6 months from the clo

sing of the financial year.
Hence, the given Statement is coppect .
(iv) According to section 9
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ment is correct - There shall be q maxim
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Question 7:

Primal Limited is a company incorporated in India. T+ own
75% shares) and Malvy Limited (q wholly owned subsidiar
India. The Board of Directors of Primal Limited intend

5 two subsidiapies-

Privy Limited (in which it hold
¥). Both the subsidi

aries are incorporated outsid

S 1o call gn Emeordinary General Meeting (EGN)
of Primal Limited on urgent basis. Advise the Board of Directors on the foHowing:
() EGM be held in India
(i) EGM be held in Netherlands
Answer
According to section 100 of the Companies Act, 2013 the Board n _ & A
extraordinary general meeting of the company. Yy, wheneyep It deems fit, ca
Provided that an extraordinary generq| meeting of the Company, gther )
of a company incorporated outside India, shal| be held at 4 place wi‘rhinh]?: ?: the wholly owned subsidiar
In the light of the above provisions:

(i) The Board of Directors can call the EGM in India,

(i) The Board of Directors cannot call
incorporated in India.

th i imi
e EGM of Primal Limiteq outside India as it is CGWJ
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Q il e S\ A St s et
‘Madurai Ltd. issued a notice for holding of its Annual e e SN :

ual general meeting on 7th Nov 2018. The notice was
posted to the members on 16th October 2018. Some members of : _

SR e y the company allege that the company
had not C:""-Pl"‘d _"'"'rh the PROVISIONS ?f the Companies Act, 2013 with regnrfd ::: 'I'hes:aeriod of noficepan: |
as such the meeting was valid. Referring to the provisions of the Act, decide: |
a. Whether the meeting has been validly called? ' .

b. If there is a shortfall, stat '
L ate and explain by how many days does the notice fall short of the statutory
c. (Can the delay in giving notice be condoned?

OR [May 19, RTP Nov 20]
Best Li'f"i*ed has de‘:idfl—d to Can:luc’r its Annual General Meeting on 28™ September 2021. They have sent
the r;ohce o:-.:ihj ;nee?mg En 9t )sepfamber- 2021 (for which they have taken consent from 90% of the
members entitled to vote thereat). Comment on the Validity of the notice of the A | ¢
as per the Companies Act, 2013 of the Annual General Meeting

Answer
According to section 101(1) of the Companies Act, 2013, a general meeting of a company may be called by

giving not less than clear twenty-one days' notice either in writing or through electronic mode in such
manner as may be prescribed.

Also, it is to be noted that 21 clear days mean that the date on which notice is served and the date of
meeting are excluded for sending the nofice.

Further, Rule 35(6) of the Companies (Tncorporation) Rules, 2014, provides that in case of delivery by
post, such service shall be deemed to have been effected - in the case of a notice of a meeting, at the
expiration of forty eight hours after the letter containing the same is posted.

Hence, in the given question:
() A 21days' clear notice must be given. In the given question, only 19 clear days' notice is served (after

excluding 48 hours from the fime of its posting and the day of sending and date of meeting).

Therefore, the meeting was not validly called.
(i) As explained in (i) above, notice falls short by 2 days.
(i) The Companies Act, 2013 does not provide anything specific regarding the condonation of delay in
giving of notice. Hence, the delay in giving the notice calling the meeting cannot be condoned.

Question 9
Om Limited served a notice of Genera
resolutions will be considered at such meeting:

(i) Resolution fo increase the Authorised share capital of the company.

(i) Appointment and fixation of the remuneration of Mr. Prateek as the auditor.

A shareholder complained that the amount of the proposed increase and the remuneration was not specified

in the notice. Is the notice valid under the provisions of the Companies Act, 2013.
[Nov 19, RTP Sept 2024]

| Meeting upon its members. The notice stated that the following

Answer
Under section 102(2)(b) of the Compa

General Meeting, all business transacte

nies Act, 2013, in the case of any meeting other than an Annual
d thereat shall be deemed to be special business.

tement setting out the following material facts

Further, under section 102(1), an explanatory a sta
ted at a general meeting, shall be annexed fo the

concerning each item of special business fo be fransac
notice calling such meeting., namely:-

Management and Administration ) “ G



YOUR

AB
—CA SHUBHAM SI'I:I’GHAI‘-

- h items, of, N
St - : in respec‘i’ Of eac 7 0fi B
e of concern on interest, financial or otherwise, if any
I) every director and the manager, if any:
(i every other key managerial personnel; and
(b) (i) relatives of the persons mentioned in sub-¢
any other Information and facts that may enable mem esaan
'Mplications of the items of business and to take decision

: (ﬂ] Thg natyr

lauses (i) and (ii):

bers to understand the meaning, SCope k,
er

ay enable members to underﬁﬂnd -
m

d to take decision thereon. .
statement is not requireq.

; at
out the amount is also a material fad-rf: an
tion of items of business to be "'“"'.‘;u: : |anatory
S0 prescribes ordinary businesses for which exp

The i_nforrnation ab.
Meaning qnd implica
Section 102 q|

ial bua

ue : ital falls under special bys; b
Part (i) of the question relating to increase in the Authorized %ﬁ”:he_ e il q";_mvuh
ence in the absence of amount of proposed increase of share capital, w eq Q?:_

- v required. However, considep;
Part(ii) is an ordinary business and hence explanatory statement is not req ng

i i f the e
: e meeting, notice o Meeti, -
0 resolutions mentioned in the question are to be pﬂﬁSEd in the sam Ng iy
invalid

. item to be considered are |4
Thus, the objection of the shareholder is valid since the deTﬂlrS or}_ 1rh‘?’n::: to the proposed i"‘:reﬂm
The information about the amount is a material fact with re gc;"?'or'
authorized share capital and remuneration of Mr. Prateek as the auditor.

; ies Act, 2013.
The notice s, therefore, not a valid notice under Section 102 of the Companies Ac

Question 10

PLimited had called its Annual General Meeting on 30th August 2019. Mr. Pawan has flied a c.OmthT Qgaing
the company, that he could attend the meeting as the company did not serve the notice to him ff—‘r_‘ attend;
the annual general meeting. The company, in turn, provided the proof that they had sent the notice
of an email to Mr. Pawan, inviting him to attend the annual general meeting of the company. Mr. Pawan alleges
that he never received the email.

In the light of the provisions of the Companies Act, 2013, advise the whether the com
serving the notice of Annual General Meeting to Mr. Pawan.

DYy

pany has erred|

[MTP Apr2l
Answer

As per Rule 18 of the Companies (Management & Administration) Rules, 2014 sending of notices throu

electronic mode has been statuforily recognized. A notice may be sent through e-mail as a text or asdf

attachment to e-mail or as a notification providing electronic link or Uniform Resource Locator for accessiy
such notice. The e-mail shall be addressed to the person

entitled to receive such e-mail as per the record:
of the company as provided by the depository. Also, the company shall provide an advance opportunityd
least once in a financial year, to the memb

er To register his e-mqjl address and the changes thereina®
such request may be made by only those members who have not got their email iq recorded or to updatet

fresh email id and not from the members whose email id s are already registered

In the light of the above provisions of the Act the company's ob|
the e-mail, and the company shall not be held responsible fon
Also, if the member entitled to receive the notice fails +¢ -
company, or to the depository participant qs the case malh
delivering notice via e-mail.

9ation shall be satisfied when it transm®

a failure in Transmission beyond its coff™
vide or Update relevant e-mail address 10 t
e the company shall not be in default for™

Hence, the company has not erred in serving notice of Annyq| Genergq| Meeting +o mr. p
Ing to Mr. Pawan.
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Kurt LimiTed is co Pﬂ")" engaged in the business ;f-mun s S
: . : . The. h hed

you to explain them the following as per the provisions of the Com;:n?:;:r:# 2{]1:::0"1Fanv bl

(a) Quorum for the general meeting if the company has 800 members. ’

(b) Quorum for the general meeting if the company has 6500 members.

(c) Quorum for the general meeting if the company has 5500 members. The articles of association has
prescribed the quorum for the meeting to be 50.

[MTP April 2022]
- OR

Sdm?}{ﬂk Limited is a gomparny engaged in the business of manufactuning papers. Kindly explain the
provisions related to quorum in meeting as per the provisions of the Companies Act, 2013.

[MTP May 24 - 5 marks]
Answer
According to section 103(1) of the Companies Act, 2013, unless the articles of the company provide for a
larger number, in case of a public company:
(1) 5 members personally present if number of members as on the date of meeting is not more than 1,000,
(2) fifteen members personally present if the number of members as on the date of meeting is more than

one thousand but up to five thousand,

(3) 30 members personally present if number of members as on the date of the meeting exceeds 5,000.

The term ‘members personally present' as mentioned above refers to the members entitled to vote in
respect of the ifems of business on the agenda of the meeting.

Thus,

(a) If the company has 800 members, quorum shall be 5 members personally present.

(b) If the company has 6500 members, quorum shall be 30 members personally present.

(c) If the company has 5500 members, quorum shall be 30 members personally present. However, since the
articles of association has prescribed the quorum for the meeting to be 50, the quorum shall be 50.

Question 12
(i) The Articles of Association of DJA Ltd. require the personal presence of 7 members fo constitute
quorum of General Meetings. The company has 965 members as on the date of meeting. The following
persons were present in the extra-ordinary meeting to consider appointment of Managing Director:
(1) A, the representative of Governor of Uttar Pradesh.4
(2) D, representing ¥ Ltd. and Z Ltd.
(3) E,F, GandH as proxies of shareholders.
Determine whether the quorum was present in the meeting?

(i) Sirhj, a shareholder, gives a notice for inspecting proxies, five days before the meeting is scheduled
and approaches the company fwo days before the scheduled meeting for inspecting the same. What is
ating to his actions (as per the provisions of the Companies Act, 2013)?

the legal position rel
[MTP Aug 2018, RTP May 20]

OR
The Articles of Association of ABC Limited require the personal presence of 7 members to constitute
quorum of General Meetings. The company has 870 members as on the date of meeting. The following
persons were present in the extra-ordinary meeting to consider the appoinfment of Managing Director:

{i) A, the representative of Governor of Karnataka.
(i) B and C, shareholders of preference shares,

(iii) D, representing Green Limited and Blue Limited
(iy) E,F,&and H as proxies of shareholders.

Can it be said that the quorum was present in the meeting?
[MTP Nov 22, MTP-1 Nov 23- 6 marks]
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are
- € Purpose of quorum, only those members
r‘ESOlLﬁ'iUn PI"OPDSBd to be PCSSEd in the mEE‘hﬂg.

roxies whet

: ounted. Hence, p ep
Again, only members present in person and not by proxy are o b; :uorum«

are members or not will have to be excluded for the pUrposess9

: erson by resolution to g0t
If a company is a member of another company, it may ummmzer-:o‘:l shall be deemed 1o be 4 "n&'n;:
Fepresentative at q Mmeeting of the latter company, then such a pe |
Present in person and counted for the purpose of quorum -
Where two op more comy

i single per
panies which are members of another company, appoint a single persgp, as th
Fepresentative then eac

h such company will be counted as quorum at a meeting of the latter COMpany |

a company. m
Further the President of India or Governor of a State, if he is a member foihe r:c'.:rl’nl:I;Clr?r A“Y R
Such a person as he thinks fit, to act as his representative at any meeting o Y- Qpersopg

9ppointed shall be deemed +o be q member of such a company and thus considered as memben

PEanrq;L[
present,

In view of the above there are only three members personally present. 'A' will be included for

purpose of q m. D will have two votes for the purpose of quorum as he represents two comparies Y

uoruy
Ltd and 'Z Ltd  F. 6 and H are not to be included as they are not members but

represerafrngag
Proxies for the members.

quorum for the meeting.

(i) Under section 105 (8) of the Companies Act, 2013
company, or on any resolution to be moved
four hours before the time fixed for the
of the meeting, to inspect the proxies lo
provided not less than three days' notice i

every member enti
thereat, shall be enfitled du
commencement of the meeti
dged, at any time during th
nwriting of the intention so

tled to vote at a meeting of the
ring the period beginning fwenfy
ng and ending with the conclusio
€ business hours of the compar,
to inspect is given to the compan.
In the given case, Sirhj has given proper notice. Howe

the period beginning 24 hours before the time fixed
with the conclusion of the meeting.

ver, such inspec

tion can be undertaken only durité
for the commen

cement of the meeting and endid

5o, Sirhj can undertake the ins

Pection only during the above mentioned period and not two days pri
to the meeting.
Question 13 ‘
The Board of Directors of Shrey Ltd. called an extraopdi

Meeting upon the r«E’.q'uia‘.ifit'“'lf

(RTP Nov 18, (TP Mar 19, AprilZ:

lh_ﬁ
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Answer _ "o N
According to section 100 (2) of the Companies Act 2

meeting upon requisition by the stipulated minimum ny;

013, the Board of directors must convene a general |
mber of members.

|
if the quorum is not present within half an hour from :
mpany, the meeting, if called on the requisition of
ng stands cancelled and the stand taken by the Board

As per Section 103 (2) (b) of the Companies Act, 2013,
the appointed time for holding a meeting of the co
members, shall stand cancelled. Therefore, the meeti
of Directors o adjourn it, is not proper.

14 " O d o By —— P e :-rw

2 y LS T AT y
KMN Ltd. scheduled its annual general meeting to be held on 11th March, 2018 at 11:00 AM. The company
has 900 members. On 11th March, 2018 following persons we:

¢ P1L,P2 &P3 shareholders prlibasddaly 3 4
» P4 representing ABC Ltd.
¢ P5 representing DEF Ltd.
¢ P6 &P7 as proxies of the shareholders
(1) Examine whether quorum was present in the meeting.

(2) What will be your answer if P4 representing ABC Ltd., reached in the meeting after 11:30 A.M.2

(3) In case lack of Quorum, discuss the provisions as applicable for an adjourned meeting in terms of
date, time & place.

(4) What happens if there is no Quorum in the Adjourned meeting?

[Nov 18, MTP Nov 21]
Answer

According to section 103 of the Companies Act, 2013, unless the articles of the company provide for a

larger number, the quorum for the meeting of a Public Limited Company shall be 5 members personally
present, if number of members is not more than 1000.

» P1,P2andP3 will be counted as three members.

If a company is a member of another company, it may authorize a person by resolution fo act as its
representative at a meeting of the latter company, then such a person shall be deemed to be a member

present in person and counted for the purpose of quorum. Hence, P4 and P5 representing ABC Ltd. and
DEF Ltd. respectively will be counted as two members.

* Only members present in person and not by proxy are to be counted. Hence, proxies whether they are

members or not will have fo be excluded for the purposes of quorum. Thus, P6 and P7 shall not be
counted in quorum.

1) In the light of the provision of the Act and the facts of the question, it can be concluded that the
quorum for Annual General Meeting of KMN Ltd. is 5 members personally present. Total 5 members
(P1, P2, P3, P4 and P5) were present. Hence, the requirement of quorum is fulfilled.

2) The section further states that, if the required quorum is not present within half an hour, the meeting
shall stand adjourned for the next week at the same time and place or such other time and place as
decided by the Board of Directors.

Since, P4 is an essential part for meeting the quorum requirement, and he reaches after 11:30 AM (i.e.
half an hour after the starting of the meeting), the meeting will be adjourned as provided above.

3) In case of lack of quorum, the meeting will be adjourned as provided in section 103. In case of the
adjourned meeting or change of day, time or place of meeting, the company shall give not less than 3
days' notice to the members either individually or by publishing an advertisement in the newspaper.

4) Where quorum is not present in the adjourned meeting also within half an hour, then the members
present shall form the quorum.
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o held on 20d Septemoer 201g

T S —— moe offce n
public company having ita reglatered 0 1o 12 members personalf,
et notice 1o qll i1y members for ita Annual general Meeti™ re only

ﬂ-l‘re, we . at fhg aqame fll‘l’l&w ;.
at 11100 AM af 14 reglatered office. On the day of m“ﬂnfw day in next week
Upto 11130 AM. The Chairman adjourned the meeting to %0

nt. The Chairman INitiatey
nally prese

On the day of adjourned meeting only 10 members were F’”i; anh:,g per the ﬂgendf O: f:'e::"ﬂl
'30 AM and passed the redolutions after dlﬁ‘:l-;urmm i5 valid or not o dp 2r the pf'ﬂ'd%
In the notice, Comment whether the AGM conducted after :avin‘l' provisions in this regard.
of section 103 of Companies Act 2013 by explaining the rele

?
ig a Private compary
What would be your answer in the above case, if PQ Limited 15 0

[Novzq
Answer

icles of the company Provide ¢,
According to section 103 of the Companies Act, 2013, unless the Z“:;rzgen'f G Fulfil he redl ”y
larger number, in case of a public company, fifteen members pergon

heo than one thousand byt Up 1o 4,
of quorum, if the number of members as on the date of meeting is more fi
thousand,

If the specified quorum is not

present within half-an-hour from the time appointed for holdingq Mezt,
of the com

k at the ¢ '
pany, the meeting shall stand adjourned to the same day in ;he "e;;":f:me AmE Fime g
place, or to such other date and such other time and place as the Board may

If at the ad

Journed meeting also, a quorum is not present within half-an-hour from the time appointed f,
holding mee

ting, the members present shall be the quorum,

In the instant case, there wer
upto 11:30 AM. This was not in
also, the required quorum wa
considered as quorum in line

e only 12 members personally present on the day of meeting of PQ Limifud
compliance with the required quorum as per the law. In the ad journed meetiy
§ not present but in the adjourned meeting, the members present shall b
with the provisions of section 103,

Hence, the AGM conducted by PQ Limited after adjournment is valid.

As per the provisions of section 103(1)(b),
shall be quorum for the meeting

In case of a private company, two members personally presert
of a company. Theref
only two members personally pres

ore, in case, PQ Limited ig a private cgmpany,ﬁ""
ent shall be the quorum for AGM and there was no need for ad journmer
Question 16

to be held on 15 April, 2019 ot 3, -

ol OOP.M. As Per the notice the mem':’:
't a proxy and the Proxy forms duly filled shou

least 48 hoyng before the meeting. Mr, X o pee Y of the compa?

Proxy form dated 10 S e

-04-2019 : . mpof]
2019, S|milur‘lv. anothep mambe:qs dEPOSITEd by Mr. ¥ with the ct
Mr. N Tn th

sent to the company so as to reach at
appoints Mr. Y as his proxy and the
at its registered Office on 11-04.- " . i
to two individuals named Mr, M and € Case of Mp, py 1p.0 " W also gives two separn’ree::w
with the company on the same day and the Proxy form in CﬂSe‘of Mpr'uxy dated 12-04-2019 was d g "
the proxies viz., ¥, M and N were Present befope the Meetin . N was deposited on 14-04-2019
According to the provisions of the Companies Act, 2013 WHGQI

proxies for members X and W respectively? y Would b

e the Persons allowed to r'ir.th'G""“’r

M ; M
Mar23, MTP 0ct 1 April 19, RTP May 21 - 410




 Amswer
A Prexy form is aninstrument in writing execited by a shareholder asthorizing another person to cfterd o
mﬁgﬂd*ﬂwmﬂmmlﬁbddfadhﬁumewmmdeafﬁ

Comparies Act, 2013, every shorenolder who i1s entitled 10 attend and vote has a statutory right to appoint
angther person as kus proxy. e

It is not necessary that the proxy be a member of the company. Further, any provision in the articles of
association of the company requiring instrument of proxy to be lodged with the company more than 48 hours
before a meeting shall have effect as if 42 hours hod been specified therein The members hove a right 10
revoe the proxy's authority by voting himself before the proxy hes voted but once the proxy has voted
the member connot retroct his authority.

R | YOURGABUDDY

S c—— e —

Whaere two proxy instruments by the same shareholder are lodged of in such o manner that one is lodged
before and The other ofter the expiry of the date fixed for lodging proxies, the former will be counted.

Thus, in case of member X, the proxy Y will be permitted to vote on his behalf as form for appointing proxy
was sbmitied within the permitted ftime.

However, in the case of Nember W, the proxy M (and not Proxy N) will be permitted 1o vote as the proxy
cuthorizing N 1o vote was deposited n less than 48 hours before the meeting.

Question 17

Explain the provisions
company haang fotal 2
Presidert of India

of the Companies Act, 2013 relating To quorum for general meeting of a public

=
0 members, of which, two members are bodies corporate and one member is‘the

OR
Whether the representatives appointed by body corporate and President of India to participate in the

gererd mezting snall be courted for quorum ard con such representfatives cast vote at that general

L

Feg“'.rg-l

[May 2019]
Ancwer
According 1o section 103(1)(a)(i) of the Companies Act 2013, unless the articles of the company provide
£0r o laraer mumber in case of public company, if the mumber of members as on the date of meeting is not

more Yhan one thousarnd five members persorally present sholl be the quorum for a meeting of the
commney

Tn the instont case, the quorum for the public compeny will be 5 members personally present.
:'_r tne 7.:-: company WO mem hers are 'f,fld es corporate ﬂ.r'd one "\Ember 15 the Prﬁldgm Df Il"ldlﬂ.

Orby members present in person and not by proxy are o be counted. Hence, proxies whether they are
wembers or not will have 1o be excluded for the purposes of quorum

#s ver section 113 of the Companies Act, 2013, if a company is a member of another company, it may
atnorize o person by resolution fo oct as its representative at ameeting of the latter company, then such
& person snall be deemed fo be a member present in person and counted for the purpose of quorum and

gnoll be entitled fo vote.

45 per section 112 of the Companies Act, 2013, the President of India, if he is a member of a company,
may appoint such a person as he thinks fit, to act as his representative at any meeting pf the company. A
person so appointed shall be deemed to be a member of such a company and thus considered as member
persorally present and snall be entitled to vote.
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8

I et of 7 el

MPany recer . T — T ompany provide .

-Rany received q Proxy form 54 hours before the time fl: articles of the ':n:mcl;:| decide undﬂld
aprvcny refused fo accept g Proxy form on the ground that T 1o fine P"Mcompany to gy, M8
9 Proxy form myst be filed 60 houns before the start of ’rht';| :}:-[:r can compel the it ’lh’
pro'ﬂSiDﬂS of ﬂ'.e 'COH'\PCII"IieS Act 2013 whether the proxy \
Proxy in this cqse> iy [Jan 2021, MTP | MWI
Answer

fings.

2 ! roxy for mee

Section 105 of the Companies Act 2013 deals with the provisions ontrﬁ“led to attend and vote at a""e‘r‘w
Section 105(1) of the Act provides that any member of-a company €

d vote at the ..
to attend an eeti
of the company shall be entitled to appoint another person as a proxy ¥
on his behalf.

the meetip,
ved 48 hours before ing
Further, Section 105(4) of the Act provides that a proxy form receiyed 3

be valid even if the articles Provide for a longer period.

ime fixed for start ,
In the given case, the company received a proxy form 54 hours bﬁf”f' T;Sh;fzhe company provides :i[,-
meeting. The Company refused o accept proxy on the ground that “'"_*': equirement of the aboye Stateg
of proxy before 60 hours of the meeting. In the said case, in !!ne wit l':! q en iF e Micles Provide
legal Provision, Proxy received 48 hours before the meeting will be vali edvm” the proxy,; b |
a longer perjod. Accordingly, the proxy holder can compel the company to a

Question 19

Examine the validity of the following decisions of the Board of Directors with reference of the Provisions
of the Companies Act, 2013,

() Inan Annual Generg| Meeting of Vrinda Ltd. having share capital, 80 members presen‘l'hm_persanurbr
Proxy holding more than 1/10' of the total voting power, demanded for poll. The chairman of the

Meeting rejected the request on the ground that only the members present in person can demand fr
poll.

(1) In an annual general meeting, during the process of poll, the members who earlier demanded for pol

want fo withdraw it. The chairman of the meeting rejected the request on the ground that once pol
started, it cannot be withdrawn,

[MTP Mar 18, May 20, RTP Nov 1§]
Answer
Section 109 of the Companies Act,

2013 provides for the de
the result of the voting on any reso

mand of poll before or on the declaration of
lution on show of hands.

Accordingly law says that:-

Order of demand for poll b the chairman of meeting:

Before or on the declaration of the result o

ordered to be taken by the Chairman of +h

by him on a demand made in that behalf:

(a) Inthe casea company having a s
allowed, and having not less than
aggregate sum of not less than fi
paid-up; and

(b) in the case of any other compary, by
allowed, and having not less than one

f the voting on an

Y resolution on show of hands a poll may be
e meeting on his o

Wnmotion, and shall pe ordered to be taken
hare capital by the mem
one-tenth of the totq|
ve lakh rupees op such hj

bers present in
voting power op
gh

Person or by proxy, whert
holding shares on whichat
&' amount as May be prescribed has beet
any member gp memb
tenth of the totq| vot
Withdrawal of the demand: The demand for a pol| may be withdp,
the demand.

Hence, on the basis on the above provisions of the Curnpanies Act 2013;
(i) The chairman cannot reject the demand for poll as Poll can b

j 5 ed in
person or by proxy. Subject to Provision in the articles of cnmp:mﬂhded by the members present
(if) The chairman cannot reject the request of the Members fopn 5

ers present n

: Person or by proxy, wheré
g power

awn at any time by the persons who madé

w“hdm“"ir‘? the demand of the Poll.
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ik % PTﬂy prtc S}::"“ of Red Limited. The éompt;nv asked him to pay the final call money
on the shares Due to samie n:mu:a able circumstances, he was unable to pay the amount of call money fo
the company: At T1 gen:ral ze ing of the shareholders, the chairman disallowed him to cast his vote on
und that the articles do not permit a shareholder +o vote if he has not paid the calls on the shares

the gro : :
him, Mr. Pink contested the decision of the Chairman, Referring o the provisions of the Companies

Id by
::_.1' 2013 decide whether the contention of Mp. Pink (s valld.

(RTP Nov 19]
Answer |
section 106 (1) of fhe Companies Act, 2013 states that the articles of a company may provide that no
member shall exercise any voting right in respect of any shares registered in his name on which any calls
or other sums presently payable by him have not been paid, or in regard to which the company has exercised
any right of lien.

In the present case the articles of the company do not permit a shareholder to vote if he has not paid the
calls on the shares held by him. Therefore, the chairman at the meeting is well within its right to refuse
him the right to vote at the meeting and Mr. Pink's contention is not valid.

stion 21

X' amember of LKM Ltd. is holding 250 shares, which are partly paid. The company held its general meeting

where voting right was denied to "X’ claiming he has not paid the calls on the shares held by him. Examine

the validity of company’s denial to X' with reference to the relevant provisions of the Companies Act,

2013, assuming that Articles of association of the Company do not restrict the voting right of such

members.

[Nov 18]

Answer

Restriction on voting rights [Section 106 of the Companies Act, 2013] According to the said Section:

(1) Notwithstanding anything contained in this Act, the articles of a company may provide that no member
shall exercise any voting right in respect of any shares registered in his name on which any calls or
other sums are presently payable by him have not been paid, or in regard to which the company has
exercised any right of lien

(2) A company shall not, except on the grounds specified in sub-section (1), prohibit any member from
exercising his voting right on any other ground

In the given question, Mr. X (member) holding 250 shares of LKM Ltd. has not paid certain calls on the
shares. The company has denied his voting rights in the general meeting though the Articles of association
of the company does not contain any restriction in the voting rights of such members.

On examination of the above provisions of the Act and the facts of the case, LKM Ltd.'s denial to 'X' for
exercising his voting rights is not valid.

Question 22
If a member of a listed company who has casted his vete through electronic voting can attend gener‘a|

meeting of the company and change his vote subsequently and can he appaint a proxy?

[May 2019]
Answer
According to Rule - 20(4)(ii1)(C) of the Companies (Management and Administration) Rules, 2014, the notice
of the meeting shall clearly state that the members who have cast their vote by remote e-voting prior to
the meeting may also attend the meetfing but shall not be entitled fo cast their vote again,

In the instant case, a member of a listed company who has casted his vote through electronic voting can
attend general meeting of the company but cannot change his vote subsequently and is not permitted to

appoint a proxy.
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R ¢ fransacte tors). The chy,
with the agenda for nine busimsgsand Mr. P as ‘f‘:ﬂ’:jm gf the =
Usinesses wepe regarding appointment of Mr. ether to savé 1€ e }
0 Move the regol,tions for all the nine businesses 199 TP Oct 18, ICAT y, !

e the validi‘ry of the resolutions, [May 18, M ' Ij""]-"
Answep:;
e A ener
For the sake of avoiding confusion and mixing up each resolution m;,h:-.gve mu
"Parately. However, it would oy . llegal if the company decides

_ separate resolution, Howe
AS per Section 162, eqch director of the Company shall be l?'PF“""*‘?d A

. inle directors can be PP,
where the shareholder agree by the way of unanimous resolution has multip of
Y a single resolution,

al meeting should b o l.
Itiple resolutions Toggﬁ.‘&'

In the given case, th

t of which two rejgt,
i € company proposes to move nine resolutions together, ou St
dPPoIntment of dinec

tors,
Consideni

: ' r by a separate resolu;
: ng the above provision, the company will have to appoint each director by lon,

. ther.
esides the store Fesolutions, the other seven resolutions can be moved toge
Question 24

Ty
At a Generq| meeting of a XYZ Limited, a matter was 1o be passed by a SPEC'O'fzessit'r:;ou?:f of]«m
Mmembers present, 20 voted in favour of the resolution, 5 voted against it aqd dVOI e} [:Vﬂri
The Femaining 10 members abstained from voting. The Chairman of the meeting declare OlUTion g

passed. With reference to the provisions of the Companies Act, 2013, examine the validity of the

Chairman's declaration,

[MTP Oct 2019)
Answer
Under Section 114(2)

of the Companies Act, 2013, for a valid special resolution to be passed at a me
of members of o com

B‘firg
pany, the following conditions need to be satisfied:

lon, as a special resolution must have been specified in the noties

Y given of the general meeting;

by show of hands or electronically or on g poll, as
by proxy or by postal ballot are not less than3
esolution by membens so entitled and

3) The votes cast in favour
the case may be) by members

voting.
Thus, in terms of the requisite majority, votes cast pared with votes cast againet
the resolution, Abstentions or invalid votes, if any, are not +o be taken into account.
problem, the votes cast in favour (20) bein

g other conditions of Section 114(2)

Accordingly, in the given
against (5), and presumin
is in order,

9 more than 3 times of the votes cast
are satisfied, the decision of the Chairmat

Question 25

Members of ZA Ltd. holding less than 1% of fotal voting Power want the company to give a special notice
to move a resolution for appointment of an auditor other than refiring auditon, Explain whether members
have complied with relevant provisions of the Companies Act, 2013 in making their request

Section 115 of the Companies Act, 2013 states tha
or Articles of Association of a company so requi
resolution, then the notice of the intention to move
number of members holding not less than 1% of
aggregate sum of not less thanRs. 5,00,000/- hq

=

:ew};ﬁr:: any pn . this Act specifically requiré

o' a speci| required for passing o
to the company by 5"2
N9 shares on which ¥

all be 9'%"
Power, on holq;




) YOUR CA BUDDY

. — CA SHUBHAM SINGHAL—

' In such a case, the company shall give its Members noti
Rule 22 of the Companies (Management g, A S noti

ecifies that special notice is requip
section 140 of the Act,

rs hofice of The resolufion in the manméras presenibed L]
hy inistration) Rules, 2014, Further, Section 115 of the Act |

10 appoint as auditor a person other than a retiring auditor under
According to the given facts in the question, there i £
stated above i.e., the notice of the intenti W ab )
than retiring auditor was given by member

compliance of requirement of section 115 as
on to move such resolution as to appointment of auditor other
s of ZA Ltd. holding less than 1% of the total voting power.

e ST LT T

= | - . . ‘A S TE ¢ Hessdh it L Vot _‘ Ly .:;;_"_f_":,:':"k .._':;‘--_a_,‘
Give the points of distinction between ordinary resolution and speNiafesolution ey

May 2019
Answer [May ]

Section 114_(1) of the C"-”'_"'POHiES Act, 2013 states that a resolution shall be ordinary resolution, if the
notice required under this Act has been duly given and it is required to be passed by the votes cast
whether on a 5h°"? of hands, op electronically or on q poll, as the case may be, in favour of the resolution,
including the casting vote of the Chairman, if any, of the Chairman, by members, who, being entitled so to
do, vote in person, or where proxiesa

: re allowed, by proxy on by postal ballot, exceed the votes, if any cast
against the resolution by members, so entitled and voting,

Simply put, the votes cast in the favour of the resolution, by any mode of voting should exceed the votes
cast against it

Special Resolution:
As per Section 114(2) of the Act, a resolution shall

(a) The intention to propose the resolution as a special resolution has been duly specified in the notice
calling the general meeting or other intimation given to the members of the resolution:
(b) The notice required under this Act has been duly given; and

(c) The votes cast in favour of the reselution, whether on
as the case may be, in favour of the resolution, includi
the Chairman, by members, who,

be a special resolution, when-

a show of hands, or electronically or on a poll,
ng the casting vote of the Chairman, if any, of
being entitled so to do, vote in person, or where proxies are allowed,
by proxy or by postal ballot, are required to be not less than 3 times the number of the votes, if any,
cast against the resolution by members <o entitled and voting.

Question 27

In a General Meeting of Amit Limited, the Chairman directed to exclude certain matters detrimental to
the inferest of the company from the minutes. Manoj, a shareholder contended that the minutes must
contain fair and correct summary of the proceedings thereat. Decide, whether the contention of Manoj is
maintainable under the provisions of the Companies Act, 20137

Also state the maximum time allowed for entering minutes of proceedings.

[MTP May'24, RTP May 18, MTP Oct, 19]
Answer

Under Section 118 (5) of the Companies Act, 2013, there shall not be included in the Minutes of a meeting,
any matter which, in the opinion of the Chairman of the meeting:

(i) isor could reasonably be regarded as defamatory of any person;

(i} is irrelevant or immaterial to the proceeding; or

(iii) is detrimental to the interests of the company;

Further, under section 118(6) the chairman shall exercise absolute discretion in regard to the inclusion or
non-inclusion of any matter in the Minutes on the grounds specified in sub- section (5) above,

Hence, in view of the above, the contention of Manoj, a shareholder of Amit Limited s not valid because
the Chairman has absolute discretion on the inclusion or exclusion of any matter in the minutes for
aforesaid reasons.

Management and Administration ) w
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2 - eedings of each "“;ﬁ
et tes of proc ithi ')

Maximum time allowed for ertering inlrie o broceedings: Thsi":‘l-:r‘;':‘ date of such entry within 34

shall be entered in the books maintained for that purpose along ¥

Of "he, conc!

usion of the meeting, - -
e o ' oo
:;Qll_l_tﬂoq 28 . 18, The meeting was presided ovep
Ve-eﬂﬂ L"’d. hEId its Aﬂnml ngeml Mu-hrg on 5epfgmber' 15. 2018.
0

.0
an Rao, the Chairman of the Company's Board of Directors
airman, withoyt i

te
ct, 2013, sta by whom?
. " 1o the provisions of the Companies A Rao and by
of the above Meeting are 1o be signed in the absence of M"-[:;gaond 18, April 19, Jan 21, MTP 2 May &)
Answer

|| prepare, sign and keep Min
Section 118 of the Companies Act, 2013 provides that every Compon);:l:’:d E)y the requisitionists tlrn,\iu‘r!l
of Proceedings of every general meeting, including the m§e1lng r Board of Directors or Committe,
Proceedings of meeting of any class of shareholders or cred'm.rs 8 days of the conclusion of every sy
the Board and also resolution passed by postal ballot within Thlrfy sa:gcor‘ded in.a meeting.
meeting concerned. Minutes kept shall be evidence of the proceeding

By virtue of Rule 25 of the
of the Companies Act, 2013
the record of proceedings
the case of minutes of pro
aforesaid period of thir
by a director du

. ion) Rules, 2014 read with section 1
' t and Administration) :
Canlt\angeitﬂzﬂ:jzfym:;chabook shall be initialled or signed azd ﬂ:’ '_Us'f Page ¢
;:OMCE hE"IEeTIHQ or each report in such books shall be date Cmf_ slgn.e,d.hy, i
ceedings of a general meeting, by the chairman of the same meeting within

ty days or in the event of the death or inability of that chairman within that Perio
ly authorized by the Board for the purpose.

Therefore, the minutes of the meetin

g referred to in the case of Veena Ltd. can be signed in the abserey
of Mr. Mohan Rao, by any director, au

thorized by the Board in this respect.
Question 29

Mr. Laurel, o shareholder in Hardly Limited, a listed company, desires to nspect the minutes book of
General Meetings and to have copy of some resolutions. In the light of the provisions of the Companies
Act, 2013 answer the followmg:

(1) Whether he can

Inspect the minutes book and to have copies of the minutes at free of cost?
(1) Whether he can authorize his friend to inspect the minutes book on behalf of him by signing a power
of authority?

(July 21]
OR

Mr. Ram, a shareholder of PQR Ltd., has made q request to the company for providing a copy of minutes

book of general meeting. Whether the shareholder of a company is entitled to receive a copy of minutes

book? Explain, provisions of the Companies Act, 2013.

[May 2022, MTP-2 May2i]
Answer

As per section 119 of the Companies Act, 2013, the books containing the mi
any general meeting of a company shall be open for inspection, during busi
without charge, subject to such reasonable restrictions qs specif
imposed in the general meeting,

nutes of the proceedings of
: ness hours, by any member,
ied in the articles of the company or 68

Any member shall be entitled to be furnished, within seven

that behalf to the company, and on Payment of such fees qg

Accordingly, following are the answers:

() As ingiven case, Mr. Laurel, in requirement with law, he can i
soft copies of the same up to last three years.

Working days after he has made a request It
may be prescri

Yy AW e
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{u) As provision does not specify anythi
yihmg on authori ; ._ s
Therefore, Mr. N9 on authorizing anyone else to i i F
erefore, Mr. Laure| cannot authorize his friend to inspgc';-y the mi::-re: ;:ie::bﬁ;? ::cu:; b

;1f:f_._;§-p T e
i S RO T, ¥ TS SRR 0 T ™ |

pristine Limited, a | —

istine Limited, a listed i

Hc:wever, 10 days ha:ue:aspstl;"h:i::: g?n:’ conducted its Annual General Meeting on 31st August, 2020

o e e e st August 2020, but it has still not filed report on Annual General
pany has approached you to advise them whether Pristine Limited is

required to file report on Annual General Meeting?
[RTP May 21, MTP 2 May'23]

Answer
According to Section 121 ' :
ng . every listed public company shall prepare a report on each annual general meeting

including the confirmation to the effect th :
at th
provisions of the Act and the rules made Thereunjﬂmeg‘rmg was convened held and conducted as per the

A copy of the report is to be filed with the Regi i [
: . ] egistrar in Form No. MGT. 15 within thirty days of th
;ondus;o;::ff'AGM' ::.:?"9 with the prescribed fee. If the company does not file such re;:r’ragn :nnuj
eneral Meeting within _30 days of the conclusion of the Annual General Meeting then the compan and
defaulting officers are liable for prescribed penalties. &
Since, Pristine Ltd. is a listed company, hence it has to file a copy of Annual Report with the Registrar

within 30 days from 31st August, 2020.

Question 31

State with reason whether the following statement is correct or incorrect:

(i) An annual general meeting can be held on a national holiday.
(i) A company should file its annual return within six months of the closing of the financial year
[MTP April 21]

Answer
(i) An annual general meeting cannot be held on a national holiday. Under section 96 (2) of the Companies
Act, 2013 every annual general meeting shall be called during business hours, that is, between 9 a.m.

and 6 p.m. on any day that is not a National Holiday.

A national holiday has been defined in the explanation to section 96 as a day declared as National

Holiday by the Central Governiment.

ment 'An annual general meeting can be held on a national holiday' is incorrect.

Thus, the state

(i) The statement is incorrect in terms of section 92 (4) of the Companies Act, 2013.

Section 92 (4) states that every company shall file with the Registrar a copy of the annual return,
within sixty days from the date on which the annual general meefing is held or where no annual
general meeting is held in any year date on which the annual general

meeting should have been held together wit he reasons for not holding
general meeting, with such fees or additional fees as ma

within sixty days from the

h the statement specifying
v be prescribed.

the annual

ffice at Kolkata. The Annual General Meeting

Question 32:
having its registered o
d at 8.00 PM. Consent of all the members to

ABC Limited is an unlisted company,
was held at Goa on 1st July 2021 af 3.00 PM and conclude

conduct AGM at Goa were received by 24th June 2021 by Email.
sions of the Companies Act, 2013.

the validity of the meeting as per the provi
d in such meeting, without sufficient disclosure

(i) Examine
if a resolution has passe

(i) State, the consequences |
regarding i

[May 2022]

nterest of a director.




ny or
er at the registered office of the ‘::;:22"? is
which the registered office of the

situated.

may be held at any place in 1,
that annyal general meeting of an unlisted C:hn;pr:';ymber‘s in advance.
Sgiven in writing or by electronic mode by all

if
Provided
consent

In the given
AGM at Goq
the prescri

bers to cond
t of all mem Ut
: and consen - started we|| i
question, ABC Limited is an ”"I'ﬂ;iwmp‘;{;‘;l)' Also, the me.:’rmg was ell Withi
has been received in advance (24th June, lidly called.
bed time i.c. at 3.00 . Hence, the meeting was vaialy ;

special business is to be tpqp
.. a
(i) Section 102 of the Companies Act, 2013 mentions that whir:er::nf' should be annexed to the Noti
at the €oampany's generq| meeting, then an 'Explanatory S iur‘e of concern or interest
calling such general meeting, which must specify, the na

; . finangig nr
if any.

: d the manager, if a
otherwise if ANY. In respect of each item of every director an

|
: insufficient dige|
Effect of non-disclosyre: As per section 102(4) if as aresult non-d;s_ciocs)rt;r're;f‘a“ hold stich be::fi'e'
In explanatory statement, any benefit accrues to a director such dire to the extent of fhe be. fl.n
trust for the company, and shall be ligble to compensate the comPF’TY f this section eve K
received by him, If any default is made in complying with the provisions o -
director who is in default

shall be liable for such contravention with penalty [Section 102(5)).
Question 33

‘A" and his wife 'B'
be held on 28 08,

has joint Demat Account in V|

rinda Limited. The com
2022. In such a case, who wil

| cast t

pany’'s Annual Generq| Meeting igs,
Provisions of the Companies Act 201

he vote in the Annual Generql Meeting? Give yor

[RTP Nov 22, Narzq]|
The voting in case of Joint shareholders is done in the grder of seniority, which 's determined on the basi
of the order in which their names appeqr in the register of members/ shareholders. The joint- holdershge
company as to the ordep in which theip names are to appear in the register.

aright to instryct the

mbers and pr
. the polling paper s

Joint holder attending the meeting as ap
Thus, in the given cas i

Pany is +o p,
+ €013, advise the company, TY e held on o7
closing of remote e-voting, pa

members

resolutions proposed to be consid

mb o excl “1“9 n pany hﬂ‘"q :
ered at q 9enerq| u<:|h1-y t

O @xercise thein right to Wik
ng by eiectronic Means. 3
By V 4

t-aea._-a_'—"—“i‘
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The facility for remote e-voting shall remain open f

on the date preceding the date of the generq| meetnr ot less than three days and shall close at 5.00 p.m.

ing,
In the question, Prabhas Limited has its shares |ist
hence, it has to provide to its members facilify +
be considered at a general meeting by electron;

Limited is going to be held on 7.9.2022, +h :
at 5.00 p.m. on 6.9.2022, . The faci

n 1 ¥ ¥
3 ::::CI?}-. Thzl-r' right to vote on resolutions proposed to
5. Thus, if the Annual General Meeting of Prabhas

T '_""'és' 7 PR sy T — :
= v Tk = Py FTT SR A
¥ i

With a view to transact i ' 5
?:ng-l'rucﬁﬂ'ﬂs i ar?'::::g::i?”s'ﬂjﬁss- Ratna, Rimpi and Ratnesh, the three directors of éinlpkaa
QU fourfh{:‘ ing a gen_eml meeting of shareholders by giving shorter notice

el mecjot Nilesh is of the opinion that such an action will attract
Zwided T, ;lznlr:;e.ﬂglon..me paid-up share capital of the company is ¥ 30 crores

' o _ . Keeping in view the applicable provisi th I
2013, discuss the possibility of calling a general meeting by givinzpshor‘rerpnc‘ri:::ns W a
i [MTP-1 May 23]
Normally, general meetings are to be called by givi
iv t " noti i '

101 (1) of the Companies Act, 2013, y giving ot least 21 clear days" notice as required by section

A: ﬂ::"::ﬁf'::h f"'SL proviso fo Section 101 (1) states that a general meeting may be called after giving
s OCFI' _f‘ c : dﬂﬂh‘f at Spﬂmfled in sub-section (1) of section 101, if consent, in writing or by electronic
mode, is accorded thereto in the case of any other general meeting (i.e. other than annual general meeting)
by members of the company— '
| () holding, if the Company hﬂs a share capital, majority in number of members entitled to vote and who

represent not less than ninety-five per cent of such part of the paid-up share capital of the company as

gives a right fo vote at the meeting; or

(b) having, if the company has no share capital, notf less than ninety-five per cent of th

exercisable at that meeting.

e total voting power

(1) clarifies that where any member of a company is entitled to vote only on
ting and not on the others, those members shall be

of section 101 in respect of the former resolution or

Second proviso to section 101
some resolution or resolutions to be moved at a mee
taken into account for the purposes of sub section 1)
resolutions and not in respect of the latter.

ed to call the requisite general
nety-five per cent of the paid-
g must consent o the shorter

ovisions, Shilpkaar Constructions Limited is permitt
e. However, the members holding af least ni
hich gives them aright to vote at the meetin

In view of the above pr
meeting by giving a shorter notic
up share capital of the company w
notice.

consent from members holding at least ninety- five per

Thus, if the meeting is called affer obtaining the
the meeting can be validly called at shorter notice.

cent of the paid-up share capital of the company,

Question 36

TST Limited has Equity Share Capital of 10000 shares @ %10 each. The Company has received a requisition

from Mr. A & Mr. B each holding 1500 equity shares fo call an Extraordinary General J'I-_‘nae’ring to remove
Managing Director of the company who has been found fo be involved in some malpractices. The company
failed to call the said meeting. The requisitionists desires 0 call the meeting by ’rlhemszlves to pass the
resolution o remove the Managing Director. Explain the validity of such resolution passed in the said

i ' isions of the Companies Act, 2013.
meeting referring the provisio s

> [ )

ant and Administration
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ed on recognised stock exchange and has 5,000 members, I

lity for remote e- voting shall open on 4.9.2022 and close |

e



: nies (Mamgemenf
isitionists the Compd havi Nl
Validity o Resolution passed in the EGM called by the R d :'r*h Rule _1?1-‘:12 case of Cﬂ“;Pa:: { /10;9' ':fdhg'- |
W stion af least /10 &
Ministrati he Board shall on the requis i r | call for the meeting
_ ation) Rules, 2014, the Boar he date of receip ting, shall ¢ S meeting i
iteibes wh:hhildd;:: ct:rties the right Of;o :on of whic ]
m as on tha on
€ requisition made :l:;ssp.;":hall set out the matters ?:;:::rzgisfef‘e
called and shl| be signed by the requisitionists and sen

The Board myst, withi

isition, proceed to call a meeting o)
f the date of receipt of a valid requ!

n21daysn the date o

d(l}' not later than 45

jsition.

days from the date of receipt of such requ isition in regard to any o

- lid pequs 45 days fpom 4"

dop eceipt of a va later than Ys from

If the Board does not, within 21 days fr_om Thg da'r: :;: "T matter on a day m:d'h beqtisiionists 'fjﬂ?-m:elm
Proceed to cql| g meeting for the consideration of tha lled and held by the
date of receipt of sych requisition, the meeting may be =4 ition. [Sub-Section 4].
Within a period of three months from the date of the requis

Sub-section 5 of s

ection 100 provid
manner qg called g

Section 100 any reasonable ex
under sub-section

penses incurred by the requisitionists in call;
(4) shall be re-imbursed to

"9 Q Mest,
the requisitionists by the company.

i move the Managing Directy,
In the given case, meeting called by requisitionists to pass the resolution to re
in the sqid Meeting can be said to

be valid as the requisition moved from er. A anﬁf?‘:gslho:gq:if(}w
(each holding £ 15,000) equity share capital (1/10th of 1,00,000}]5 in compliance ﬂ-ﬁons f:fa ey m::;m
and will be binding on the company, its officers and members provided if all the condi iy
are satisfied.

Question 37

he notice of AGM along with
part o Prescribed, was sent to qf ”Sﬂ’“_embe_';sﬂl_”iiﬂgji"‘_@ﬂ‘l”ﬂﬁsi_-——___‘__‘_
[ Sr.No. Particulars
| __-_I___._Z_mjar_nt_);r_i;&v_iaﬁal_ty holdaé shares with face value of % 800 which amounted to 0.16% of
‘ the total Paid-up shape capital.
2= r;me_rgb;a;é J_O-I-r];]; L;ial_na_si;ar*_es with face value E?ﬁﬁﬁ?h?gh_aﬁm
| the totq| paid-up shape capital,
T - meberscoch g e it fece vale of %G00 ay —
— | 10 holding 0_-_12?"_.‘?_*_"?‘?_‘“_"1‘*_'?2[‘5_'28EE‘EE?._CF'P_‘E‘_" for each such member |
o All the remaining members holding 'mdlwduqlly More. thn_lfé;fl_ﬁ_?ﬂ_e_?ﬁm
| capital of the company
i?e;rri:n?f:e::s@ T At 022, e TeMbers were ot provided With the facility to vote by
PXaar Nigh Ltd. was required to sent
fOr‘esq d?
[RTP May 23

modificaﬂon that, in the cnst.’“"
e th

I cusand p, €es in face value o
hever is Iess. it shall be E. =52 N ue S

—
- [ T = T W, . — -
L I _—

=1 e

- e
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with the provisions of the section if an intimation i i  the |
S o eSO oy et s B el
and the financial statement with its enclosures can be inspected at ?h:gregisfere& offico:ofv:::ec:mpuny Ii

and the financial statement with enclosures are affixed | '
< entitled o vote either in person or through :rzi?xw in the notice board of the company and a member

Upkaar Nidhi Ltd. i
ol R R S i o
i ~ : . of more than X 1,000 in face value ol than 1%, of th
+otal paid-up share capital, whichever is less, A , PP i . more ¥nan 3/, 01 Ne
other relevant documents to only following cu;‘eg';i;rj;nriz;\tfr:?r Nidhilte otidhe e Sencno Sl
) Tu‘.'o el er_ﬁ'iy holding shares with face value of % 1,600 which amounted to 0.32% of the fotal
paid-up share capital i .32% of the tota

i) All the remaining members holding indivi -
(i) el ng olding individually more than 1.2% of the total paid -up share capital of the

For fhﬁ cuf;gor'y o:fr_ngmber's melnficne'd in Sr. no. 1 & 3, of the aforesaid table given in case scenario, it
woulf:!' ave eerfl su lplenf compliance if an intimation for the AGM was sent in the newspaper as per the
provisions, as aforesaid, and there was no need to send the notice of AGM along with relevant documents
to such category of members personally.

Question 38

The paid-up share capital of Golden Shoes Limited is Rs. 25,00,000 divided into 2,50,000 equity shares of
Rs. 1.0 e,ach.k Some of the shareholders holding 2,500 equity shares are residents of London for whom a
fgre!gn register of shareholders is opened thereat on November 1, 2022. Advise Golden Shoes Limited,
within how much fime after opening of ‘foreign register', it is required to file with the Registrar of

Companies, a notice of situation of the London office.
[RTP Nov 2023]

Answer
Section 88 (4) of the Companies Act, 2013, permits a company to keep in any country outside India, a part

of the register of members, called ‘foreign register’, containing the names and particulars of the
members, debenture-holders, other security holders or beneficial owners residing outside India

requires that the company shall,

Rule 7 of the Companies (Management and Administration) Rules, 2014
le with the Registrar notice of the

within 30 days from the date of the opening of any foreign register, fi
situation of the office along with the fee where such Register is kept.

with the jurisdictional Registrar of Companies a

Accordingly, Golden Shoes Limited is required to file
(i.e. the date on which the

notice of situation of the London office within 30 days from November 1, 2022
‘foreign register' is opened) along with requisite fee.

Question 39

Prakash and some of his friends are mem
Rs. 1 crore. They all intend to propose a reso
which is going to be held in CP, New Delhi i.e. the pla

bers of Focus Limited, a company with a paid-up share capital of
lution at the forthcoming General Meeting of the company
ce where Registered Office of Focus Limited is

situated.
(i) Kindly provide guidance fo Prakash and his friends on the requisite minimum paid-up share capital they

should hold to initiate a members' resolution.
(i) What are the other requirements that Prakash and h

members' resolution.
[RTP May 2024]

is friends need to keep in mind for moving a

vianagement and Administration ) “



¢

Corporate Laws g Oth,
YOUR A BUDDY
A SHUBHAM SINGHAL

are given a staty, |
Answer pers of & compa*;ﬁifng ngSUb'seCﬂOﬂ‘l(ll].- f
() In terms of sectioy 11 of the Companies Act, 2013, the MeT2 " A';.carshali be same as req,. " |
19 1o propose resolutions for consideration at the generd 0 o nder: 1
the number of Members required to make a requisition for r:e.q :
1o requisition o general meeting as per section 100 (2). The

Viﬂg L= : u
uirement i$ @3

bers who hold minimum 1/10th of
e

N isition for moyi
In case of com +o make a requ g q

Paid-up sh
resolution

mem
pany having share capital, such number ‘;f“giblz
are capital that carpies right of voting shall be
at the generq| meeting."

aid-up share capital (i.e. Rs 10

. f 2 :
Accordingly, Prakash and his friends must hold minimum 1/10th0 pdcr‘ to be eligible for moving q

imited in or
worth of share capital carrying right to vote) of Focus Limite
resolution at the general meeting.

lution at the ge
T : i«i+ion To/move a reso Nerg|
(ii) e other requirements as per section 111 for makmg a reqursmon

= nder
meeting which Prakash and his friends should keep in mind are as u
(@) Two or more ¢

: of all the requisitioni
opies of the requisition are rgquired to contain signatures S
I.e. Prakash and friends.

- d office of Focus Limiteq
(b) The requisition must be deposited by them at CP where the registere
Situated,

(c)

(o to be deposited by them no
In the case of a requisition requiring notice of a resolution, it needs P
less than six weeks before the meeting.

; t less than two weeks
In case of any other resolution, the same is to be deposited by them no
before the meeting.

(e) A sum reasonabl
effect to propos
the requisition

(d)

y sufficient to meet the expenses to be incurred by Focusl Li:ul‘re;i in ?lwrg_
ing the resolution shall also be deposited by Prakash and his friends along with

Question 40

Explain the following as per the provisions of the Companies Act, 2013:
(1) Abridged Form of Annual Return

(ii) Signing of Annual Return

[MTP May'24 - 5 marks)
Answer

(i) Abridged Form of Annual Return

In terms of Second Proviso 1o Section 92(1) of the Companies Act. 2013, the Central Government may
prescribe abridged form of annual return f

or One Person Company, small company and such other class or
classes of companies as may be prescribed,
As per Rule 11 (1)

+ OPC and small company shall file the annual return in Form No, MGT-7A.

(i) Signing of Annual Return

The annual return shall be signed by a director of the co
there is no company secretar

mpany and the company secretary: and in case;
Y, by a company secretary in practice. !

In relation to One Person Company, small company and private company (if such private company is a start-
up), the annual return shall be signed b

y the company secretary, or whepe there is no company secretary:
by the director of the company
Question 41
pital of Rg 1250

being 3500. The board of directors have called a genepq| Meeting (the Meet:
06.05.2023 at 2,00 pm. On the date of the meeting the required q eeting)

hour and hence was adjourned to the next week on 13.05.2023

| 2 | &£
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Dividend

estion 1:
‘t’hZ Me:,:c;é) II;_S:;U::M{S I;:mited ‘is a manufacturing company & has proposed a dividend @ 10% for
i Yes duri 2013-190 TL & profits of current year. The company has earned a profit of Rs. 910
o " © e company does not intend to transfer any amount to the general reserves

out of the profits. Is YZ Medical Instruments Limited allowed to do so? Comment.
[MTP-2 Nov23- 3 marks]

K.ur'an, holder of 5,000 equity shares of Rs. 100 each of M/s. Rachit Leather Shoes Limited did not pay
f:_nal call of Rs. 10 per share. M/s. Rachit Leather Shoes Limited declared dividend of 10%. Examine
with reference to relevant provisions of the Companies Act, 2013, the amount of dividend Karan should
receive.
[ICAT Module, RTP May 21, MTP Oct 20, MTP Oct 19, Nov 18, RTP Nov'22]
OR

ABC Ltd. has declared dividend of X 2/- per equity share in the general meeting. Mr. Suresh is holding 5000
equity shares of X 10 face value each, on which ¥ 10 000 towards call money is due. Whether the dividend
amount payable to him be adjusted against such dues as per the provisions of the Companies Act, 20132
Give reasons for your answer.

[May 2022]

Answer:
(i) According to section 123 of the Companies Act, 2013 a company may, before the declaration of any

dividend in any financial year, transfer such percentage of its profits for that financial year as it may
consider appropriate to the reserves of the company. Such transfer is not mandatory and the
percentage to be transferred to reserves is at the discretion of the company.

As per the given facts, YZ Medical Instruments Limited has earned a profit of Rs. 910 crores for the
financial year 2018-19. It has proposed a dividend @ 10%. However, it does not intend to transfer any

amount to the reserves of the company out of the profits of current year.

As per the provisions stated above, the amount to be transferred to reserves out of profits for any
financial year is at the discretion of the company acting through its Board of Directors.

Therefore at its discretion, if YZ Medical Instruments Limited decides not to transfer any profit to
reserves before the declaration of dividend at 10%, it is legally allowed to do so.

As per the proviso to section 127 of the Companies Act, 2013, no of fence will be deemed to have been
committed by a director for adjusting the calls in arrears remaining unpaid or any other sum due from

a member against the dividend declared by the company.

Thus, as per the given facts, M/s. Rachit Leather Shoes Limited can adjust the unpaid call money of
Rs. 50,000 against the declared dividend of 10%, i.e., 5,00,000 x 10/100 = 50,000.

Hence, call money of Rs. 50,000 not paid by Karan can be adjusted fully from the entitled dividend
amount of Rs. 50,000 payable to him.

Declaration and Payment of Dividend ) “
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2019 S @ paid-up share capital :? Rs. 10 crore and free e deprecia™®n for, the Yoz w:':‘
A . The company made a Joss of Rs. 40 lakh after Pravidil‘g for lore AN dividend for the Soid'r l‘
arch, 2019 and a5 result, the company was not ina positio” JLices the declaration of divideng of o
of profits. .Ho“'ﬂ“’-r', the Bo::lrd of directors of the company animEe: nd declared by the Company inhl
on the equity shares payable out of free reserves. The aver +, 2013, examine the ““'idiy;‘
i

age divi

jes AC
LQST 1hrga years is 25%, Referring to the provisions of the Compan!
eclaration of dividend, [ICAT w
OR 1 it incurred loss.
: neurr
Whether o Company can declare dividend for the financial year I which iti R,
'l

Answer:

As per Second Proviso to Section 123 (1), in the event of inﬂdf-‘?”“f
year, a company may declare dividend out of the accumulafed pro
fransferred to the free reserves.

cy or absence of profits in any fipe
its of previous years which hanb"ﬁ

> 3 Rule 3 :
However, such declaration shall be subject to the following conditions a@s per of C“""Pﬂnq

(Declaration and Payment of Dividend) Rules, 2014
(i) The rate of dividend declared shall not exceed the average o
by the company in the immediately preceding three years.

f the rates af which dividend was duh'q

As per facts of the question the present rate of dividend is 207% and average dividend declared ing,
last three years is 25%. So, this condition is fulfilled.

(i) The total amount to be drawn from free reserves shall not exceed one-tenth i.e., 10% of its paids
share capital and free reserves as per the latest audited financial statement.

Amount of dividend proposed: Rs. 2 Crores (20% of Rs. 10 Crore i.e., on paid up capital)
10% of paid up share capital and free reserves: 10% of (10 crore + 50 crore) = Rs. 6 Crore.

This condition is fulfilled as amount of dividend is not exceeding 10% of its paid-up share capifalad
free reserves.

(iii) The amount so drawn shall first be utilized to set of f the losses incurred in the financial year inwha
dividend is declared and only thereafter, any dividend in respect of equity shares shall be declored

(iv) After such withdrawal from free reserves, the residual reserves shall not fall below 15% of its pot
up share capital as per the latest audited financial statement.

Balance of reserves after payment of dividend: Rs. 48 crore (50 crore - 2 crore) 15% of puidl.pd‘“‘
capital: 1.5 crore (157% of 10 crore) This condition is fulfilled.

Taking into account all the conditions, it can be said that declaration of dividend by MNP Limited is valid

Question 3: : ;

Alex limited is facing loss in business during the financial year 2018-2019 : o1 precedd
: =T |
three financial years, the company had declared dividend at the rate of 79, 11’; T::du;;n;ec::;i:ﬁmwl ™

Board of Directors has decided to declare 12% interim divideng for th anct
be in par with the immediately preceding year. s the qct e current financiol el

' of the Board ' -
[ICAT Mod, MTP W18, MTP W19, MTP W20 and pTp M'22,0:’:1TPo:pDrlirl|;clhﬁfaﬁgd?may 13-t

“ ' ( Declaration ang Payment of Divide” "}
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Answer" . |
As per 5¢¢T1.0ﬂ 123(13‘_) of Thel Companies Act, 2013, the Board of Directors of a company may declare interim |
ividend durlrlg g IMHCI: ; year' out of the surplus in the profit and loss account and out of profits of the
ﬁmnciﬂlw in which such interim dividend is sought to be declared.

vided thet in case the company has incurred foss during the current financial year up to the end of the
q immediafely pm_ced'ﬂg the date of declaration of interim dividend, such interim dividend shall not
be declared at a rate hlgher than the average dividends declared by the company during the immediately
F‘cedil‘g three financial years.

According to the given facts, Alex Ltd. is facing loss in business during the financial year 2018-2019. In the

immediately preceding three financial years, the company declared dividend at the rate of 7%, 11% and 12%

Accor'diﬂgl}’-l the rate of dividend declared shall not exceed 10%, the average of the rates (7+11+12= 10%)
ot which dividend was declared by it during the immediately preceding three financial years.

Therefore, the act of the Board of Directors as to declaration of interim dividend at the rate of 127 during
the F.Y 2018-2019 is not valid.

Question 4:

Referring to the provisions of the Companies Act, 2013, examine the validity of the following:

The Board of Directors of ABC Tractors Limited proposes to declare dividend at the rate of 207% to the

equity shareholders, despite the fact that the company has defaulted in repayment of public deposits

accepted before the commencement of this Act
[LCAT Module, Nov 19]

Answer:
Section 123(6) of the Companies Act, 2013, specifically provides that a company which fails to comply with

the provisions of section 73 (Prohibition of acceptance of deposits from public) and section 74 (Repayment
of deposits, etc., accepted before the commencement of this Act) shall not, so long as such failure

continues, declare any dividend on its equity shares.

Conclusion:
In the given instance, the Board of Directors of ABC Tractors Limited proposes to declare dividend at the

rate of 20% to the equity shareholders, in spite of the fact that the company has defaulted in repayment
of public deposits accepted before the commencement of the Companies Act, 2013,

Hence, according to the above provision, declaration of dividend by the ABC Tractors Limited is not valid.

Question 5:

The Board of Directors of Future Fashions Limited at its meeting recommended a dividend on its paid-up
equity share capital which was later on approved by the shareholders at the Annual General Meeting.
Thereafter, the directors at another meeting of the Board passed a board resolution for diverting the total
dividend to be paid to the shareholders for purchase of certain short-tert investments in the name of the
company. As a result, dividend was paid to shareholders after 45 days.

Examining the provisions of the Companies Act, 2013, state whether the act of directors is in violation of

the provisions of the Act and if so, state the consequences that shall follow for the above violative act.
[ICAT Module, RTP Nov 21, MTP Nov 21, Dec 21]

Answer:
Aﬂcordmg to section 124 of the Companies Act, 2013, where a dividend has been declared by a company but

has not been paid or claimed within 30 days from the date of the declaration, the company shall, within 7

Declaration and Payment of Dividend ) “
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‘ assing : )

ard decfﬂsde ::: fe:r +ain sh ort-term |nves1'|‘|'|gn1,’
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f: T eholders after 45,49

: Bo

Thereafter, the directors at another meeting of ﬁl‘: .

diverting the total dividend to be paid to the shareho e‘d i

In the name of the company. As a result, dividend was pai N LD dechrationts

the dare

L. Since, declared dividend has not been paid within 30 days tror:hall, within 7 dfl}"s fl‘Dm_ the dOTP. of

shareholder entitled to the payment of dividend, the compa Yn’r of dividend which remains unpaig o,

expiry of the said period of 30 days, fransfer the total amou aw scheduled bank fo be called 4,
unclaimed to a special account to be opened by the company In

Unpaid Dividend Account.
: ies Act; 203
o ' ction 127 of the Companies

R oDt sofiuture Fashions " mnj‘ed e woclimefosiis decision to divert the total dividend

as it failed fo pay dividend to shareholders m‘rhuj 30 days due O ihhe roe ot o
1o be paid to shareholders for purchase of certain short-term inv

Consequences: The following are the consequences for violation of the above p:j-o;mrfnsbe shishable nel

a) Every director of the company shall, if he is knowingly a party _f‘_’ the ot e i it
maximum imprisonment of two years and shall also be liable for a minimum fine rupees one thousand fu
every day during which such default continues.

b) The company shall also be liable to pay simple interest at the rate of 18% p.a. during the period for
which such default continues,

Question 6:

RST Ltd. declared dividend at the rate of 20% for the financial year 2017-2018 in the AGM scheduled on
15" June 2018. As RST Ltd. is left with certain unpaid and unclaimed dividend, it transferred amount of
unpaid and unclaimed dividend to UDA (unpaid dividend account). After remaining unpaid and unclaitmed for

more than 2 years in the UDA, some of the entitled shareholders made RST Ltd. ligble for noncompliance
of section 124, and claimed for their unpaid dividend amount. RS T

. Ltd. denies saying that there were certain
legal issues on the entitlement of the dividend amount to the respective shareholders

Answer: [RTP May 2019]
As per section 124 of the Companies Act, 2013, where g dividend h

’ b
not been paid/claimed to/by shareholder within 30 days o Th:ZG:EH declared by a company but hes
shall, within 7 days from the date of expiry of the said 4

SO of the declaration, the company
dividend which remains unpaid/unclaimed to the Unnai 'p' /55 0f 30 days, fransfer the total amount of
Paid Dividend Account

esses and the
If unYl Cll"ld QI
. manner qnd

place it on the web-site of the company, “NpPaid divj

dend 14 be
Government for this purpose, in such form

S0 on any othep Web o Paid to each pers?ﬁ
Other Particulang :'-S mSﬁe dpproved by the Centrd

“ ( - ay be prescribed.
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Accordingly, in the given situati :

i a e o ngnc Iruuhnrl, RST Ltd. failed to give stat , . C o

~ ompliance of section 124 of the Campan‘em:m of Unpaid/unclaimed dividend and so
ies Act, 2013.

Corporate Laws & Other Laws

Any person claiming to be entitled to an
y money transfe '
Account of the company may apply to the company for pa:r::n: r:zci[‘e:hie:\mn 12|4(1) LD e L |
oney claimed.

Since RST Ltd. failed to comply with

i the require :
£ unpaid dividend, so such uirements of this section as t i
;ui |urF;, with a further Picnaﬁz’r:l:‘u:}’ S}I:G” D bl aperliyiorone Inﬁ' rou;::’sp::dpci‘:'rg 4 ':cﬁ“*e_mfﬂ*
e s, subject to.a maximum D;‘-’:enulE:;ei;upees Zor each day after the first during isiiha SUCC"h";:;Tt:rrE
be liable to apenal ) ees and every officer of the com hois i
syt e e e e s
maximum of two lakh rupees. e first during which such failure confinues, subject fo a

Question 7:
_declared id 10% divi i
:f::fstrii :grj T:::Icp::'.n:l 10% divi dandl'm all its shareholders except Mr. Kumar, holding 500 equity shares
ompany to deposit the dividend amount directly in his bank account. The campanw,:

accordingly remitted the dividend, but the bank returned the payment on the ground that the account

number as given by Mr. Kumar doesn't tally with the records of +he bank. The company, however, did not

inform Mr. Kumar about this discrepancy. Commenf on +his issue with reference o the provisions of the

e Act, 2013 regarding failure to distribute dividend.
9, MTP Nov 22, MTP-2 Nov23 -3 marks]

Compan
[ICAT Module, MTP March 21, MTP Oct 19, May 1

Answer:

Section 1 shment for failure To distribute dividend on time.

27 of the Companies Act, 2013 provides for puni

older has given directions to +he company regarding the payment

One of such situations is where a shareh
he same has not been communicated fo

of the dividend and those directions cann
the shareholder.

ot be complied with and 1

Kumar about non-compliance

te to the shareholder Mr.
ection 127 will be

ailed to communica
ence, the penal provisions under S

Tn the instant case, PQ Ltd. has f
nt of dividend. H

of his direction regarding payme

atiracted.

Question 8:

Star Comput ty holders for the financial year

2018-19, excepT

(i) Mrs. Sheela Bhatt,
amount in her bank accoun

ers Limited declared and paid dividend in Time to all its equi

i +he following two cases:
holding 250 shares had mandated the company to dir

t+. The company, accordingly remitted the divide

that there was difference in surname of the payee in the b
The company, however. did not inform Mrs. Sheela Bhatt about this discrepancy.

(ii) Dividend amount of Rs. 50,000 was not paid to the successor of Lafe Mr. Mohan, in view 0

order restraining the payment due to family dispute about s‘uccessmn_ ‘ |

You are required fo analyse these cases with reference o provisions of the Companies AcT, 2013 regarding

failure to distribute dividends.

ectly deposit the dividend

nd but the bank returned
ank records.

the payment on 1
f the court

(ICAL Module, MTP Nov 19]

r failure to distribute dividend on time.

ovides for punishment fo

Answer:
i Secl127 of the Companies Act, 2013 pr
ng the payment

octions fo the company regardi
as not

areholder has given dir _
h but the non-compliance W

One of such situations 15 where a sh | -
directions could not be complied wif

of the dividend and those

cammunlca'l'ed 40 him.
_ e fpivider'ld ) “
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In the given situation, the company has failed 10 com:::;‘ divi nd:
about non-compliance of her direction regarding paymé

section 127 will be applicable. been committed Where g

to have
.y dumgd
Il Section 127, inter-alia, provides that no offence Shr" o i

dividend could not be paid by reason of operation of law. 5 owed 10 be Pﬂld by the oy

I
, sn R T n the com
paid because s t be any liability © PO ag

In the present case, the dividend could not be Hence, theré will no

until the matter was resolved about succession.

its directors, etc. SIS \ 3

RE : S e ek -4 »d a dividend at

iQuestion ;i 1 on 30th May, 2019 dgc!arﬁff ; j:lrd: How;’}: i
The Annual General Meeting of ABC Bakers Limited held on 3 nded by Board of Dire ul 2 251h'
of 30% payable on its paid-up equity share capital as pecomiz on &qui shgrehaldﬁ_"h .p1_ %
Company was unable to post the dividend warrant 10 Mr. Ranjﬂ“;ﬁ 0 d ﬂ|°"5,| wirn e
2019. Mr. Ranjan filed a suit against the Company for the POYTEEL 1y 4 of proyisions of the Compay,
rate of 20 percent per annum for the period of default. Decide s +ors liability this regard under Adt,
Act, 2013, whether Mr. Ranjan would succeed? Also, stafe the dIFB:ﬁTP 1 May'23; MTP-1Nov23 -6 harg

[ICAT Module, MTP May 19, MTP Oct 19, Nov 20, RTP Nov'22,

Horieh _ogvment of dividend within 4,
Section 127 of the Companies Act, 2013 lays down the penalty for non pay!

prescribed time period of 30 days.

een paid

According to this section where a dividend has been declared by cormpalty bu: dhisla::i:n of F:I?vi d:;ﬁ?

warrant in respect thereof has not been posted within 30 days from the date of de :

any shareholder entitled to the payment of dividend:

(a) every director of the company shall, if he is knowingly a party
imprisonment maximum up to two years and with minimum fine of rup
during which such default continues; and ; :

(b) the company shall be liable to pay simple inferest af the rate of 18% per annum during the period for
which such default continues.

+o the default, be punishable with
ees one thousand for every dy

Therefore, in the given case Mr. Ranjan will not succeed if he claims interest at 20% interest as the limit
under section 127 is 187% per annum.

Question 10:

Alpha Herbals, a Section 8 company is planning to declare dividend in the Annual General Meeting for fhe

Financial Year ended 31-03-2019. Mr. Chopra is holding 800 equity shares as on date. State whether the
act of the company is according to the provisions of the Companies Act, 2013.
[ICAT Module, RTP May 21, MTP Oct 20,Nov 20, May 19, May 18]

Answer:

According to Sec 8(1) of the Companies Act, 2013, the companies licenced under

Sec 8 of the A atiof
of companies with Charitable Objects, etc.) of the Act (Form

are prohibited from paying any dividend to their members.

Their profits are intended to be applied only in promoting the objects for which they s q

re formed.

Hence, in the instant case, the proposed act of Alpha Herbals a

' S : . @ com i .

Companies Act, 2013, which is planning to declare dividend, is nofpzzf:::nced under .Se,c.ﬂ.on 8 Of$
Companies Act, 2013, Ing to the provisions of

— R e
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of Happy Limited bronosed 1 e
TT‘:: same was approved in the uﬂﬂt‘:?;i::::tnd at 12% on equity shares for the financial year 2016-17.
. ctors declared the approved dividends, eeting of the company held on 20th September, 2017. The

visions of the C :
Analysing the provisions of the Companies Act, 20
| Mr. A, holding equity shares of face yqlye

“Direc

13, give Your opinion on the following matters:
call money on shares. Can the R of Rs. 10. lakhs has not paid an amount of 1 lakh towards
Ms. N was the holder of 1000 eqis Justed against the dividend amount payable to him?

VU equity shares on 31st Manch, 2017, but she has transferred the

shares to Mr. R, whose nam :
o e dividend? e has been registered on 20th May, 2017. Who will be entitled to the

il.

[RTP May 2018, MTP Oct 21, MTP Nov 18, May 19]
Answer i
j. Thegiven problem is based on the proviso provided in the section 127 (d) of the Companies Act, 2013.

law wh ivi ;
Mhpgrs:}:d:;'o:z ::e ‘i:""de_"d 's declared by a company and there remains calls in arrears and any
- EJ idend has been | ember, in such case no offence shall be deemed to have been cormmitted where
the dividen en lawfully adjusted by the company against any sum due to it from the shareholder

As per the facts given in the question, Mr. A is holding equity shares of face value of 10 Lakhs m;ha;-.;f:-*'
not paid an amount of 1 lakh towards call money on shares.

Referring fo the above provision, Mr. A is eligible to get Rs. 1,20 lakh towards dividend, out of which
an amount of 1 lakh can be adjusted towards call money due on his shares. Rs. 20,000 can be paid 10 -

him in cash or by cheque or in any electronic mode. T &
A
; ’ 1o
According to the above mentioned provision, company can adjust sum of Rs. 1 lakh due towards call _ ":
money on shares against the dividend amount payable to Mr. A. : 1{{ -

ii. According to section 123(5), dividend shall be payable only to the registered shareholder of the share. ';".-" )
or to his order or to his banker. i

Facts in the given case state that Ms. N, the holder of equity shares fransferred the shares to Mr.R
whose name has been registered on 20th May 2017.

Since, he became the registered shareholder before the declaration of the dividend in the Annual
general meeting of the company held on 20th September 2017, so, Mr. Raj will be entitled to the

dividend.

Question 12: '

Sun Light Limited was incorporated on 22nd January 2019 with the objects of providing software selr-vicel.s-. _
The Company adopted its first financial year as from 22nd January 2019 to 31st March 2020. The financial ¥
statement for the said period, after providing for depreciation in acccr‘danc:; with Schgdu!e II of ‘rhleg;:
Companies Act, 2013 revealed net profit. The Board of Directors declared 207 |_n1'er1m dmdgnd af their
meeting held on 7th July 2020, before holding its first Annual General Meeting. In the light of the

provisions of the Companies Act, 2013 and Rules made thereunder:

ili declaring interim dividend?
Whether the Company has complied due diligence In aeclaring T

Answer:

' f a company may declare
A | | Companies Act, 2013, the Board of Directors o any m .
e me during the period from closure of financial year till

int ' : ' ial year or at any ti ;
hoj::_: g:cv::‘in:nii:l:|n§;2«;llr::;]:ﬂn; out of the surplus in the profit and loss account or out of profits of

_ant of Dividend ) “,..:. —
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Question 13, : 31-12-2020. The dividend Wﬂrr\ua
ASR Limited declared dividend at its Annual General Meeting held i"j delay Mr. A received the war'r’qm
Mr. A, a shareholder Was posted on 22nd January, 2021. Due to pos ﬂcmn against the company o, foily,
Sth February, 2021 ang encashed it subsequently. Can Mr. A Qtiore (']ons of Companies Act, 20137

to distribute the dividend within 30 days of declaration under provisi (Tuly 2021, MTP May 24 - Zlfm;{d,
Answer:

Section 127 of th

shareholders wi
In case dividen
addresses with;

- n be paid out of profite of
statement revealed et profit so the inferim dividend ca
ng 31st March, 2020,

e Companies Act, 2013,
thin the prescribed time |
d is paid by issuing div
n the prescribed time.

ividend must be'paid t¢ the entifl,
; the declared dividen _ 1
.ﬁu;rr:h:::; dm?s from the date of declaration of dividenq
Imi .
idend warrants, such warrants must be posted at the regist, |

Once Posted, it is
In the given questi
30 days from date

mmaterial whether the sam
on, the dividend was declar,

e are received within thirty days by the shareholdens g .
of declaration of dividend

ed on 31.12.2020 and the dividend warrant Was posted i,
(posted on 22nd January, 2021).

It is immateriq| if Mr. A has received it on 5th February 2021 (;
Mr. A cannot ini

., post 30 days from 31.12.2020). Hop,
Tiate action against the company for failure +
declaration,

o distribute the dividend within 30 du}rg;f‘

Question 14:

- lUeach of AB |14 approached the Company
September, 2019 with

a claim for the payment of dividend of Rs 2000 declared @ 20%

|
in the last week!
€ting held on 31.08.2011 with respect to the financial

by the Compan',ra‘!
Year 2010-11. The Compﬂni
Vidend has not been clain|

n Fund. Examine. in the ligt
e validity of the decision of 1 Company and suggest it
Fe-transfer of corresponds

remedy, if available, +
shares in his name.

Answer:

Accordmg to section 124 of the Companies Act, 2013:
(1) Unpaid or Unclaimed Dividend to be transferpe
has been declared b

d to the Un aid Divid ividesd
Y @ company but has not been paid on ke end Account - Where a di
of declaration, the company shall,

Within thi datt
W|1'h1ﬂ seven (?) dﬂys fpﬂm Th o hlr‘w (30) CI'CIYS fl"om 1he
transfer the total amount of un

: ; € expj : : 30 dart
paid op unclaimed dividend toa Speciu!z:::f:he said period of
Account (UDA). The UDA shall be opened by the int'e

. alled the Unpaid Disi
company i any Scheduled Bl e Unp
(2) Transfer of Unclaimed Amouy

nt to Tnvestor E
transferred to the Unpaid Diy

|
idend Account wh-ljwm:;::' e preCﬂm Cund EPF) - S M“: |
NS unpqj . !
(7) years from the date of such transfep shall be 'rr-unsfer-,,z;'iﬂl‘ unclaimed for a Pem-pd ?f:d b
accrued thereon to the Tnvestor Education ang Pr'oTeC‘rian Fund, i cOMmpany along with in my
P

[Jan 2021, MTP 2 Mey2l
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ares to IEPF- All shares in p | ;
/ : espect of which dividend has not been paid or claimed for
(3) secutive y"‘:rsl or m"_r: shall be transferred by the company in the name of Investor Education o
U tion Fund along with a statement containing the prescribed details.
4 Right O.f-. Quner 0 'T]N"ns :}:'PE: shares' to Reclaim - Any claimant of shares so transferred o TEPF shall
be entitled to reclaim the ransferred shares' from Investor Education and Profection Finaiit

qccordance with the prescribed procedure and on submission of prescribed documents.

< )m ’YOUR oA BUDDY

the P_"ovisions of S&ction 125(3) of the Companies Act, 2013, read with rule 7 of Investor Education
ond Protection Fund Authority (Accounting, Audit, Transfer and Refund) Rules, 2016, any person, whose
undﬂim‘d dwlderds hmfje. b.een transferred to the Fund, may apply for refund, o the Authority, by
obmitting an online application.

As per

In the given que_sﬁon, Mr. R did not claim the payment of dividend on his shares for a period of more than
7 years (ie. XPiry of 30 days from 31.08.2011 to last week of September 2019).

As a result, his unclaimed dividend (Rs. 2,000) along with such shares (1,000 equity shares) must have been
sransferred to Investor Education and Protection Fund Account.

Therefore, the company is justified in refusing to accept the request of Mr.R for the payment of dividend
of Rs. 2,000 (declared in Annual General Meeting on 31.8.2011).

In terms of the above stated provisions, Mr. R should be advised as under:

(i) If Mr.R wants to reclaim the transferred shares, he should apply to IEPF authorities along with the
necessary documents in accordance with the prescribed procedure.

(ii) He is also entitled o get refund of the dividend amount, which was transferred to the above fund; in

accordance with the prescribed rules.

Question 15:
AB Limited is a public company having its registered office in Coimbatore. The company has incurred a net

loss of Rs. 20 lakhs in the Financial Year (FY) 2019-20. The Board of Direcfors (BOD) wants to declare
dividend for the FY 2019-20. The balances of the company as per the lafest audited financial statements

are as follows:

1. Equity Share Capital (Rs. 10 each) - 100 lakhs

2. General Reserve - 150 lakhs

3, Debenture redemption Reserve - 50 lakhs

The company has not declared any dividend in the preceding three financial y

Limited is allowed to declare dividend or not for the FY 2019-20 by explaining the relevant provisions of
lare dividend then state the maximum amount of dividend

ears. Decide whether AB

the Companies Act in this regard. I allowed to dec

that can be paid by AB Limited as per the Section 123 of Companies Act 2013.
[Nov 20]

Answer:

In the given case, AB Limited has not mac
2020, but it still wants to declare dividen
of Dividend) Rules, 2014 will be Clpp|le.d_

e adequate profits during the current year ending on 31st March,
d. Therefore, Rule 3 of the Companies (Declaration and Payment

ed conditions are:
lared shall not exceed the average of the rates at which dividend was

ely preceding that year.

ﬁccordmg to the said rule, the requir
Condition I: The rate of dividend dec
declared by the company in the three years immediaf

Since the company has not declared any dividend in the preceding three financial years, hence condition T

is not applicable in this case.

Declaration and Payment of Dividend ) “
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d 10% of j4
: Il not excee Sy
ts sha
d profi
cumulate
Condition 1L The total amount 1g be drawn from such ac
Up shape capitql

IF
ial statemen

i ncla| s

fgd fIﬂCI

df Serves as appearing in the latest audi

and free pesepye

eral re
PItal + Free peseryes - Rs. (100+150) Lakhs (Gen
ereof = Rs, 25 Lakhs

Puid-up ca

es) = RS. 250
serves are free reserves) : |
10% th

i in the fj..
Condition IIT: The amount so drawn shall first be utilized ﬂ;:of equity shares is de -
mdividend Is declared before any dividend in respe .
he FY 2019-
The amoynt drawn as stateq above = Rs. 25 Lakhs Less: loss for the

icted toRs. 5 kahS_
- ] ther restricte
Amount available = g & Lakhs. Hence, the quantum of dividend is fuf
Condition IV: The balance of resep

below 15%
ves after such withdrawal shall not fall
Capital qg app

of its paid Up shy,
€aring in the latest audited financial statement.

Accumuln‘red Reserves Rs. 150 Lakhs

Proposed Withdrawq| declaration of dividend Rs. 5 | akhs
Balance of Reserves Rs. 145 Lakhs
IS is mope than 159

4P capital (ie. 15% of Rs. 100 Lakhs) i.e. Rs. 15 lakhs.
an declare 4 dividend of Rs. 5 lakhs.
Hence, by f0”0wir19 above Provisions AR Limited is allowed to de

€ Maximum amoyns of dividend

clare dividend fo the Fy 2019'2020@ld
that can be Paid is Rs. 5 Lakhs
Question 1¢

Repeated question, Hence, Merged with other question.
Question 17

[Nov 22}

Current yeqn Profits and pes
3, where in any year, there are
! Y Mmay declape dividend out of the profits of an
ves only | ACcordance With the pr d

l)w:dend) Rule

Conditions of Rule 3:

OCedure |qid down inRue
S, 2014 ‘
Condition 1. he rate of

was declared by the ¢q
* Condition 2: The totq| amount +

Paid-up shqre cPital and free e e
*  Condition 3: Th, balance of rese;

diwdend de
Mpany in the

the "ates at which divider
Yearg
s Pearing i e lCI‘I‘esT : r"1- . S}‘IG” hot exceed 10% of iff
=———llon 3 < er Such with ITe inanc ;
; : i awgq| Cia Statement.
capital as dppearing in the latest Audited fmcmcial Statep, h5hﬂ elow 159, of its paid up shart
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lations For Each Condition 5

Condition 1: This conditi :
e ST ion shall not apply if the company has not declared any dividend in each of the !

three preceding financial year, Thus b3
has not declared dividend in last 5 Y;:::d""on 1 shall not be applicable on the company in question as It

® %&f per the facts, the Board proposes a payment of dividend of % 30 lakhs i.e., 307% on the
So, the Paid up Share Capital of the company = Paid-up Capital + Free Reserves
= 100+ 75 = % 175 Lakh 10% thereof
Hence the dividend to be declared is to be re:‘:tgi I:::k: 17.5 Lakh

. C’Dndiﬁon ar
Here, Free Reserves = X 75 Lakh
Proposed withdrawal for declaration of dividend X 17.5 Lakh
Balance of Reserves = 75 Lakh- 17.5 Lakh = ¥ 57.5 Lakh
This (balance of reserve) is more than 15% of paid-up capital (i.e 15% of % 100 Lakh) i.e. 15 Lakh.
Thus, the company can declare a dividend of X 17.5 lakh i.e. at a rate of 17.5% on its paid-up capifal of

100 lakh.
Hence, the proposal of company for payment of dividend of X 30 la

the current year in which it has earned a profit of X 12 lakh, is invalid.

kh i.e., 30% on the paid up capital in

Author's Note - Max dividend that co. can pay in this case shall be Rs. 29.5 lakhs (Rs. 17.5 lakhs from

free reserve and Rs. 12 lakhs from CY profits)

Question 18
ESPN Heavy Engineering Ltd. is a listed entity

clients across the country. The company followe
dividend in immediately preceding three financial

engaged in the business of providing engineering solutions to
d consistent growth over the years. Rate of Declaration of

years were 15%, 20%, and 25%.

Unfortunately, due to obsolescence of a special part of machinery, company incurred losses in current

financial year.

the FY 2021-22, the company declared interim dividend of 107 on the equity shares.

result for the FY 2021-22 in its meeting held
in this board meeting

Even though, during

The Board of Directors of the company approved the financial
on 5 August, 2022, and recommended a final dividend of 16%

convened on 31 August, 2022. The shareholders of the

was declared by the company, so the final dividend
ot Rate of Declaration of dividend in immediately
Company Secretary emphasised that final dividend

shareholders was
interim dividend 10%
It was also submitted th
20%, and 257 But the

The general meeting of the
company demanded that since
should not be less than 207%,
preceding three years were 15%,
cannot be increased.
0 Whether company ca
financial year? What s
(i) Do you think decision 0

n declare interim dividend, if company incurred losses during the current

hould be correct rate of interim dividend?
f company secretary is correct? What should be correct rate of final

dividend?
erence to provisions of the Companies Act 2013.
[May 2023]

Justify your answer with ref

———— % | 511 |
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Answer:
Interim dividend:
may declare inter|
out of profits of
Provided that in
quarter immed
be declared
Preceding th

case th

divide
Final dividend: The company in general meeting may declare
Qmount

(e

7 "\_-—-—‘
ies Act,
As per section 123(3) of the Companies

f th
m dividend during any financial o -‘:nmd?vidzn
the financial year in which such inferi

: interim
ately Preceding the date of dechf't‘:'f wnd:fdlzcla red by
at arate higher than the average dividen
ree financig| years.

Corporate laws g .

d of Directors of o, _
j.;: pr'ofi‘l' and loss Gccumi.l Y
+o be declared. '
inancial year Up 1o the ng . 3
r.rgrﬂ' f‘:’:ﬁch interim dlwdend flsl
e company during the et

2013, the B
e Sl-""l';’il"5 0
d is sought

ing the cu
€ company has incurred loss during

ds but no dividend shal| eXcepy
n 3

I]
in Schedule
oMmmended by the Board. [Clause 80 of Table F in

Accordingly, followi
1) Interim divide
financial yeqr

: ineering Ltd. incurred losseg i, ¢
nrc? : ih:!ﬁ Thi::::’BT:en facts, ESPN Heavy Eng?er:::gl years, the company
20.21-2022,% the in?qmadiafeiy preceding three Ti

dq]ﬁi
dividend ot the rate of 15%, 20% and 25% respectively.

20%, the average of 4,
Accordingly, the rate of dividend declared shall el exife:jmmediaml}’ preceding three I'il‘ﬂl'l:i:lI
(15‘20'*25=60/3) at which dividend was declared by it during the
years,
Yes, as per la

W company can dec)

financial year. Dividend tg be de

are interim dividend, even if company incurr'e'iéifsses during Clrrey
clared shall be given at the rate not exceeding 20%

(i) Fi

3 for finangy
nal dividend: Roqn in the generq| Meet;

of 10%, so fingl dividery
than 20%,

eeting cannot declare the dividend
rate of dividend recommended by the

Board

Question 19
The dividend amou

NTs received op p
2021-22 was as fo|

eceivable gn equity shares he|d by Mr.
lows:

Vaibhay for the financial yes

Sovess e Campany | Dividend Declaration et | Dvidend Amoggy —— Remarks

Suvaas Limited 25.08.2022 I =g ——] —Si_vi—c?e;ﬂﬁ paid o1
F»_hanaol Nidhi Limited | 04.09.2022 1 kil o e “—?%&Sggh—ma

IVidend was no

| | Within the  stipulated
e i Sy e M time period
Also, Mr. Vaibhay holds climulative preferpnce shares of | N
Limited on which dividend payable is af the rate of 8% p el 1‘00'0001 'n aggregate, of Jipor
Limited did not eqrn any profits,

4 Howevep dum'ng fin

In the context of

ancial yeqp 2021-22, -:fiP‘f‘“i
(a) What could

aforesaid case-g

cenario, pleqge
be the

punishment 4 the the fo|

IDWiI’Ig U i
mpqn (W.S i q Eﬁan{S)J- i
payment of dividend amount(s)p sy foresaiq In the table, with respect to d".“'l"d[
(b) Whether Jipanti Ltd, is Fequired to pqy dividen N Clmygs, __
2021-227 e Preference shares fon financil 'ﬁh
| 512 | -~
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A
According to Section 127 of the Companies Act, 2013

In case a company fails to pay declared dividends or fails to post dividend warrants within 30 ﬂ_ays of }

declaration, then the company shall be liable to pay simple int % p.a. during the period
on which such S e pay simple interest at the rate of 18% p.a. during the p

Further, in ferms of antificutrian No. GSR 465 (E), dated 05-06-2015, section 127 dealing with punishment |
shall apply to the Nidhis, subject to the following modification:

In cuselw‘he divic:.lend payable foamember is Rs. 100 or less, it shall be sufficient compliance of the provisions
of Sl’fc'f'o'l‘ 127, ‘_f the declaration of the dividend is announced in the local language in one local newspaper
of wide circulation and announcement of the said declaration is also displayed on the notice board of the
Nidhi company for at least 3 months,

(i) Incase of Suvaas Limited
Di\"ide_"“_i was declared on 25.08.2022 but was paid on 23.10.2022 to Mr. Vaibhay, its share-holder.
The dividend declared should have been paid or dividend warrants should have been posted, to each of
its share-holder, within 30 days of dividend declaration i.e. by 24.09.2022.

Accordingly, the interest payable by Suvaas Limited would be calculated as follows:

Dividend Amount | Dividend Declaration Date | Interest @ 18% to be calculated from | Interest
25.09.2022 to 23.10.2022
800 25.08.2022 800x18%x29/365 1t

(ii) In case of Bhandol Nidhi Limited
Here, Bhandol Nidhi Limited is a Nidhi company and the dividend payable to Mr. Vaibhav was Rs.100.
So, in such a case, it would have been sufficient compliance of the provisions of section 127, if the
dividend declared was announced by the company in local language in one local newspaper of wide
circulation and announcement of the said declaration was also displayed on the notice board of the
company for at least 3 months i.e. till 04.12.2022 (3 months from 04.09.2022).

Accordingly, if the aforesaid compliances have been made by Bhandol Nidhi Limited then no punishment
could be imposed upon it, otherwise, it would be liable for punishment.

(b) A cumulative preference share is one in respect of which dividend gets accumulated and any arrears of
such dividend arising due to insufficiency of profits during the current year is payable from the profits

earned in the later years.

Until and unless dividend on cumulative preference shares is paid in full, including arrears, if any, no
dividend is payable on equity shares.

Here, it is given that during financial year 2021-22, Jipanti Limited did not earn any profits and accordingly,
in such case the company may accumulate such dividend for financial year 2021-22 to be carried forward to

following financial year(s) and such arrears of dividend would be payable from the following financial year(s)

profits,

Question 20

Long Boots Ltd. A listed company is engaged in the manufacturing of shoes and related accessories. The
Business is set on a recovery mode by the induction of the new production Manager Mr. A. The Board of
Directors of the company has recommended the declaration of a dividend of Rs. 50 lakhs after a gap of

eight years during which profits were inadequate fo distribute the same.

The dividend thus proposed is to met partially out of the current year profit of Rs. 16 lakhs. Accumulated
profits during the past eight years were Rs 170 lakhs which is 25% of the total share capital of the company.

Declaration and Payment of Dividend ) “
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(a) Ravi Limited maintained its books of accounts

permitted under the provisions of th
(b) State the person responsible for ¢
| Accounts of a Company,

under Single Entry System of Accounting. Is it
e Companies Act, 20137

omplying with the provisions regarding maintenance of Books of

(c) Whether a Company can keep books of Accounts in electronic mode accessible only outside India.
[MTP March 21, Oct. 20, Nov 19, MTP Oct 20, RTP Nov'22]
OR
Green Limited is a company dealing in trading of spices. It has maintained its books of accounts under Single
Entry System of Accounting. The company has recently hired a new account. The new accountant, Mr. Dubey,
is doubtful that the accounts can be maintained under Single Entry System. Advise the company whether it
is allowed to do so?

[MTP March 21, MTP March 2022, RTP Sept 2024]
Answer

(i) According to Section 128(1) of the Companies Act, 2013, every company shall prepare “books of
account” and other relevant books and papers and financial statement for every financial year.

These books of accounts should give a true and fair view of the state of the affairs of the company,
including that of its branch office(s)

These books must be kept on acerual basis and according to double entry system of accounting.

Hence, maintenance of books of account under Singly Entry System of Accounting by Ravi Limited is
not permitted.

(i) Persons responsible to maintain books
As per Section 128 (6) of the Companies Act, 2013, the person responsible to take all reasonable steps

to secure compliance by the company with the requirement of maintenance of books of accounts etc.
shall be:

(@) Managing Director,

(b) Whole-Time Director, in charge of finance
(c) Chief Financial Officer

(d)

Any other person of company charged by Board with duty of complying with provisions of sec 128,

(iii) A Company have the option of keeping such books of account or other relevant papers in electronic
mode as per Rule 3 of the Companies (Accounts) Rules, 2014. According fo such Rule,

(6) such books of accounts or other relevant books or papers maintained in electronic mode shall
remain accessible in India so as to be usable for subsequent reference.

(b) There shall be aproper system for storage, retrieval, display or printout of the electronic records
as the Audit Committee, if any, or the Board may deem appropriate and such records shall not be
disposed of or rendered unusable, unless permitted by law.

(¢) The back-up of the books of account and other books and papers of the company maintained in
electronic mode, including at a place outside Indiq, if any, shall be kept in servers physically located

in India on a daily basis.
Hence, a company cannot keep books of Account in electronic mode accessible only outside India.

Accounts of Companies ) “
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- iate) has app
| is also in CA Intermedi

QDue: — ho is also in A

dil e e iend (holfe i following
Adil is a student of CA Intermediate. ies Act, 2013, on rs of the company, |
©XPkin 10 him the provisions of the Con:;t:n; A b

Inspection of books of acco D TP .

() Periog of preservation of books o prij
 Answer
() Inspection Directors

- As pep Section 128(3) of the o
books and paper.

~ NoMinee, inde

i ] ’

: ion may be done by anyfypeo'fd‘l -
s of the company during business hours, Stch inspection may t,
Pendent, promoter or whole time.

ccount of the Subsid; .
~Section 3 provides that a person can inspect the books of a ay, |
Y Way of the resolution of Board of Directors,

|
Assistance by officers and Employees : fficers and other emp|
As pe.q SEcﬁon 128(41 whgre an inspecﬁﬂn is mﬂde Under‘ S‘Ub-secﬂ{)ﬂ (S)a fhe (¢}

of the Company ghq| give tg 4

inspection which

: - Tion with
€ person making such inspection all assistance In_connec With he
the Company may reasonably pe e€xpected to give,

(i1) Periog for Breservation of books ith voy,
According +, Section 128(5) o the Companies Act 2013, the books of accounts, :’IGQET:”?: furv:pihn
Pelevant +, any entry i Such books qre required tg pe Preserved in good onder. byithe co i %
of not less than e; ht yvears |mrned|a‘rely Preceding the pe levant financial year,
In case

to sub-secfion 5

+ Where g Investigation has been
the Act related t, inspec?ion, ing
that the books of g

ordered in respect o
count may pe kept fo
direcﬁons to that effect,

Uiry op inves?igahon, the Centrq| Gove

rs, as i+ Mmay deem fi+ and give
Question 2:

re- %Pening
Answep

AS per section 130 of

the Companies Act, 2013, q com
recast jtg financia| sta
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1‘ I p epﬂ Bd | f - t r.or
g Ina mudulﬂn manne ; _ o |

. affairs of the com
(II) s_ i y u puny were mj
reliabiity of financial statements. 'Smanaged  during the relevant period, casting a doubt the
) a doubt on the

ver, o order shall be made in
e res
iaht financial years i ’ pect of re- i
eig Vi tnsh:tnci. 5 a';“p"l’;:;?'rely preceding Ti':z:L:Qr:nffTﬂks of account relating to a period earlier
el on was fi inancial
Ltd. for the financial year Z{Js('};”;od Dt;or re-opening and r-:czzr;g of the financial statements
-2009. e

than €7
In fhe gl
of Chetan
Though applicafion filed by the Income T
. . ; ax Aufharif' _

and recasting of financial statem ies to NCLT is valid, it ' i
e the current S ents for the period earlier id, i sr‘ecgmme.mduhon for reopening
pre al year i.e. 2019-2020. is invalid than eight financial years immediately

v Id.

= P y 1 3 =1
= |

Q m tion 3

The directors of E

praached you to state to t 298
hem the provisions of the Companies Ac

lement Ltd. w
. want t :
o voluntary revise the Financial statements of the company- They
+ 2013 regarding veluntary

have ap
evision of financial statements.
- [MTP March 18]
n of revised fi i
financial statement or revised report on the approval of Tribunal:

(1) preparatior
1f it appears to the directors of a company that—
(a) the financial statement of the company; or

pare revised financial

years after obtaining
f the

(b) the report of the Board,

do not comply with the provisions of s
statement ora revised report in respect of any of the three precedi
of the Tribunal on an application made by the company in
ribunal shall be filed with the Registrar

ection 129 or section 134, they may pre
ng financial
Form NCLT-1 and a copy ©

approval

order passed by the T
+he Central Government

shall give nofice to
s, if any, made

deration the representation
nder this section:

otice: Provided that the Tribunal
nd shall take inte consi
+ies before passing any order U

at such revised financial stafem

Tribunal To serve the n
and the Income tax authorities a

by that Government or the authori
ent or

Provided further th

e than once in @ financial year.

that the detailed reasons
report in the re

vision and recast:
d or filed mor

ed: Provided also
| also be disclosed in Board's

Number of fimes of re
hall not be prepare

Reason for_revision 10 be disclos
financial statement or report shal
in which such revision I3 being made.

s: Where copies of th

(2) Limits of revision
+o members or delivered to the Registra

must be confined to—
(a) the correction in

for revision of such

report s
levant financial year

ort have been sent out

ncial statement or rep
| meeting, the revisions

e previous fina
y in genera

r or laid before the compan
respect of which the previous financial statement or report do nof comply with
the provisions of section 129 or section 134 and

uential alternation.

(b) the making of any necessary conseq
inancial statement or dire

plication of the provision

ctor's report:

s of this Act in relation
particular—

t or report are

+ and such rules may, in

vious financial statemen
tions to be made;
lation to the revised

3)

The Central Government maY make I’ d director's repor

to revised financial state ¥ hich the pre

(a) make different p,«ouisions OCC:"d'”Q s t indicating the correc
replaced or are Suppleme”m ; uditor inre

(b) mc‘:ke provisions with respect 10 the functions 0

financial stateme

(¢) require the director to T
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 Answer

i t may,
National Financial Reporting Authori NFRA 2013, the Central Government may
According to section 132 of the Companies Act, !

lati
. vide for matters re
constitute the National Financial Reporting Authority (NFRA) to pro

and auditing standards under this Act.

, ing in force, the NFRA
Nofwi‘thﬁanding anything contained in any other law for the time being
shall—

(a) make recommendations to the C
and audit

g policies and standa
as the case may be

ifing standards in sych
(b) monitor and enforce the compliance with accounting standards and auditing Man
as may be prescribed

entra vernmen ' I i 0 ACcoyyn,
(€] t on the for'mulahon and ay ”Ql dOW” f :
el 'r'r'I ies or class of companies or their audis ,,te,
rds for' adop on by compun

il

Men
(¢) oversee the quality of sepyice of the professions associated n_r..ufh ensur_mg Cr:lsif;:n::h:::hhf
Standards, and st9gest measures required for improvement in quality of service a Clateq
matters qs may be prescribed: and .
(d) perform such other functigns relating to clauses (@), (b) and (c) as may be prescrived.
Question 5 ]
Altar Limited hqs on its Board, four Directors yiz. W.X.Yand Z In addition, the company has Mr. p as
the Managing Director. The company also has q fyl| time Company Secretary, Mr. Wise, on 'tS rolls. The
financial statements of the company for the yeqr ended 31st March, 2017 were authenticated by +wo of
the directors, M X and ¥ undep their signatures
Referring 1o the provisions of the Companies Act, 2013:
(i) Examine the validity of

the authentication of the Balance Sheet
the Board's Report.
(1) What would be yoyn answer in case the com
irector, who has authenticated the Balance
Report?

and Statement of Profit & Loss and

Answer

In accordance With the Provisions
financia| Statements inciuding cons
Directors before the:
1) the chairpersg

which one shql|

of the Companies Act, 2013
olidated financial statement  if an
Y are signed on behalf of the Board by qt least:

n of the company where he is authorised b
be managin

as contained yndep Section 134 (1), the

Y. shall be ApPproved by the Board of

Y the Board or by two Directors oyt of
g director, if any, and
2)  the Chief Executive Officer, the Chief Financial Officer and the company secretary of the company,
wherever they are appointed, op
3) inthe case of One Person Company, only by one director,
thereon

for submission +o the auditop for his report

authorized by the Board and
of whom shall be o managing directop.
) Inthe given case, the
Y, the directors, I vi

one of the two Signa

also sign the Balane
directors is not valid

ew of the provisions of
fories. Since,

e Sheet and

= &
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) In case of OFC. the firancial stape
outhentication is in order. '

ments should be signed by onedsr;dor-&udhcncﬂ.?hh-

TSN e

._ _ sl E :.'..'.::.;'_I: .- ----‘- -:::-—:l*'—‘_ _l _L rag ey

e L T e e NI
The Camparies :?;;w?::zr:p; Prescribed an eddifional duty on the Board of Directors fo include in the
Board's Repor esponsibility Statement, Explain briefly the details o be furnished in the
said stafement. _ -

: [MTP Aug 2018, May 18, MTP Nov 22, MTP-2 Nov23, MTP May 24]- 6 marks
Answe

section 134(3)(c) of the C'T“P“"i?'s Act, 2013 provides that there shall be attached to statements laid
before a company in g;nzrg meeting, a report by its Board of Directars, which shall include a number of
statements as prescribed in the sub section including Directors' Responsibility Statement.

Further section 13{(5} states that the Directors Responsibility Statement shall state that:

. Inthepreparation of the annual accounts, the applicable accounting standards had been followed along
with proper explanation relating to material departures;

i the directors had selected such accounting policies and applied them consistently and made judgments
and estimates that are reasonable and prudent so as to give a true and fair view of the stafe of affairs
of the company at the end of the financial year and of the profit or loss of the company for that
pe.ric-di

i the directors had taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of this Act for safeguarding the assets of the company and
for preventing and detecting fraud and other irregularities;

iv. that the directors had prepared the annual accounts on a going concern basis; and

v. the directors, in the case of a listed company, had laid down internal financial controls to be followed
by the company and that such internal financial controls are adequate and were operating effectively:
and

vi. the directors had devised proper systems to ensure compliance with the provisions of all applicable
laws and that such systems were adequate and operating ef fectively.

Question 7
yellow limited has prepared its financial statements for the year 2018-19. Mr. Prateek, the Managing
director the company is declining to sign these financial statements on the grounds that it is only the duty
of the Board of the directors to sign the financial statements as approved by the Board and he is not
liable fo sign the same. Now, Mr. Prateek has approached you advise him regarding his responsibility for
signing the financial statement. Advise Mr. Prateek regarding his responsibility for signing the financial
statements as per the provisions of the Companies Act, 2013.
Mr. Prateek has also provided to you the following more information:

The Board as a policy does not authorise the chairperson of the company to sign the financial

statements
2. The company has appointed Ms. Sunanina as its Company Secretary

[RTP Nov 19]

Answer
According to section 134(1) of the Companies Act 2013, the financial statement, including consolidated
financial statement, if any, shall be approved by the Board of Directors before they are signed on behalf
of the Board by the chairperson of the company where he is authorised by the Board or by two directors
out of which one shall be managing director, if any, and the Chief Executive Officer, the Chief Financial
Officer and the company secretary of the company, wherever they are appointed, or in the case of One
ubmission to the auditor for his report thereon.
d has not authorised the chairperson of the company to sign
| statement shall be signed by two directors out of which one

Person Company, only by one director, for s
As per the facts of the question, the Boar
the financial statements. Hence, the financia
shall be managing director [i.e. Mr. Prateek].
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Author's Note -
—=10r's Note -

In the conclusion,
a

2 di ecto S he CEO,C Oq' .
|SO mention hCI in addition to these F | _' 1
¥YOu can a T ,T 1'. 1 1 g r rSit

A ompany will also SiQI'! such fmenczal statement § lf

Py !-.-.m--.-f.-ﬂ.—.ms-e-v--r*-r—--r--?*“:"'*“_"ﬂ_""': s ki o G};uns}{?c;;ﬁ.tbs%%
The of oo e Limited consists of Mr. ,
i rd of Directorsof ViShwukar(nf:sqEle?:;oglii;for). The company has also er(r;il;:ygd o ful'y,
der (Direct, and Mr. Indersen nag were signe
;[Zc:t:’rcfr:?r;: r!3%:1‘?& and Loss Account and Balance Sheet of the company
- Hyder. Examine

. Ghun

ompuny qu'i
sions of the Companies Act, 20132 RTP May 2020, Tar 2
Answep
Accarding To section 134(1) of the Com
financiq| Statement.

if any, shall be appr

S before they are signed o, beh
€hairperson of the company where he is authorised by the Board or by two direct

out of which one shall be Managing directop, if 4

Officer ang the Company secpe

)

been signed by Mr. Ghanshyqrr
- Hyder, the direc 'ew of Section 134(1) of the Companies Act, 2013
ng Directop should be gne of the two Signing directons.

Since, the COmpany hqs

also employed q fyi|. time Se
Profit and Loss Account,

Mr. Inder‘sen, the
Managi

cretary, he should a

a listed company has made the followmg Profits, the Profits peflecy eligible Profits unden
the relevant Section of the ornp_a_n_’res_ﬁic_‘r_,_gﬂla : ¥
Financiq| Year ; __—I!r;;u_ﬁm; cr‘;r:;_)__:—_h'
_ o —— [N S
Eorsee . s =~
_ 2045 —— 1_%"_“36“11“"1_E““
| 2omqg ___““"“'"“?E}__ B
ety ——— | R
(i) Caiculafe}h;a amount

[RTP Mqy, 2018
d with Companies (Corporate Social Responmblhfy Policy) Rules, 2014 of the Cﬂ"npomes
Act, 2013 deqls with the Provisions pe|qteq Yo the Corporate Social Responmbiii?y.
As per the given facts, faliowing are the qgn i
() Amount that Co

SWers in the given Situations:

Mpany has +, spend towards CSR: Accordin
2013, the Board of every Company shq|| ensure that
least two Per cent of the average p

c ¢

«Inevery financig| Year, at

et profits of the company made during the three immediafery
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ceding financial years

ik in pu
three immediately pr‘ecedin; f:::::?; :1‘?:! Ci'fF: 5p;|icy. Accordingly, net profits of Tirupati Ltd. for
crores (30+70+50) and 2% of the average net

se three immediatel reced A : i
ards CSR in financial year 2017-2';1%. Seing imncial yer s e

i) Composition of CSR Commit+ee:
(i) Composition of CSR Committee: The CSR Committee shall be consisting of 3 or more directors, out |

of which at least one directop shaq| be an independent director

a) an unlisted publi :
@ required to aipc,i':?‘;iﬂ:ﬁ;ny i Pr']vufe company covered under section 135(1) which is not
ependent director, shall have its CSR Committee without such director;

(b) aprivate company having only two di :
two such directors: "9 only two directors on its Board shall constitute its CSR Committee with

Question 11 S
Rera L1d., a company incorporat : : &t Wil
el a:::um | I-Jr du ed under the Companies Act, 2013 having turnover of Rs. 100 crore, net
pro : ' ulated loss of Rs. 50 crore and securities premium Rs. 300 crore as per the audited
accounts of the company for the Financial Year 2016 -17.
th i :
ThERCFO c:l'ﬂe SoAnpanty informed the dl.r'ecfnr's of the company that the Corporate Social Responsibility
(55. ) committee |s_reqU|red 1o be constituted as per the Companies Act, 2013. The directors seek your
advice as a professional regarding the criteria required to constitute CSR committee and whether it is
applicable to Rera Ltd. or not. ’
May 18
Answer: /sl
According o Section 135 of the Companies Act, 2013 read with the Companies (Corporate Social
Responsibility) Rules, 2014, every company including its holding or subsidiary, and a foreign company
defined under section 2(42) of the Companies Act, 2013, having its branch office or project office in
India, having -
(1) net worth of rupees 500 crore or more, or
(2) turnover of rupees 1000 crore or more or
(3) anet profit of rupees 5 crore or more
during any financial year shall constitute a Corporate Social Responsibility Committee of the Board.

"Net worth" [Section 2(57)] means the aggregate value of the paid-up share capital and all reserves
created out of the profits and securities premium account, after deducting the aggregate value of the
accumulated losses, deferred expenditure and miscellaneous expenditure not written off, as per the
audited balance sheet, but does not include reserves created out of revaluation of assets, write-back of

depreciation and amalgamation.

In the present case,

- turnover of Rera Ltd. is Rs. 100 crore,
- net profit of Rs. 3 crore and

- net worth of Rs. 253 crore (Net pro
Hence, RERA Ltd. is not fulfilling any criteria prescribed
obligatory for Rera L1d. to constitute CSR Committee.

fit + securities premium - accumulated loss= 3 + 300 - 50 = 253 crore).
for constitution of CSR committee. So, it is not

Note 1: T+ can also by presumed that net profit of the current year has already been considered while

caleulating accumulated losses. v
Note z;ngmce paid-up share capital value is not given in the question, it has been presumed that
stion is given after taking into consideration the paid-up share

accumulated losses as stated in the questior i
capital, i.e. net of accumulated losses less paid-up share capita

: 9.7
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: fr el 2016-17. T, ol
2l - - ing the financial year S
Mm]la : ing turnover of Rs. 1200 crores qur;.nghich was approved by the Boarg he
gl alicted ) th';nfi and recommended a CSR pr'DJe.Ce funds @ 5 % of average net Profis .
e OfI Th; B:m‘d f?::luul:ldeer- its CSR initiatives which requir
company finalised the proj

i bsequent ﬁﬂﬂn' il
se be counted in su i
for last three financial years. Will such excess expen
the com any for |as : £
VA ‘1:"1 Part of CSR expenditure? Advise the company.

[RTP Noy 201&]
Answer
In terms of Section 135(

is applicable, shqll ensure that the com
net profits of the comp
R policy.

AS per Rule 4 CSR Ex enditure:

-section (5) of Section
-section (5) of Section

if any, in Pursuance
(i) the Board of the co

Cess expense cap pe set off in Immediately Succeeding 3 financial Years subject +4 above
conditions
Question 13
Explain the followmg In brief with reference t, Companies Act 2013 Corporate Social Responmb:h'l'y (CsR)
OMMittee
Answep

[Noy 2020]
Corporate Social Resgonsr’biﬁ‘ry (CSR) Committee: According To section 135(1

every Company having:

1)

of the Cornpqnfes Act, 2013,

tely Preceding financiq|
Committee of the g

ard consisting of three
an indepenu'en? directop.

ing the immediq
o]

Year shq| Constitute 4 Corporate Social Reg
or more direc’ror*s, out of Which at leqst one dirgcy
Pro Vided thqt w

Section

oard, a Csp Policy which shal| indicq the activi
-’.
& ertaken b}:zf € Company areas op subject specified jp Schedule VIT. les 4 be
recommend € dmount ¢ *Pendityre 4, be incurpeq on the qcti
' vit
Monitor 4 CSR olicy of ACTivities referpeq
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bal::f‘::wh'" rom;r:n::ﬂ'ﬂ“::? ;IB:;M of ABC Limited are as below:
3252020 30-09-2020
Audited Financig| asipen Balances as on

“Net Worth % Statement (Rs. in Cr) | (Provisional Rs. in crore)
B 100

sr
No

'__1'_,-—"—

— | Turnover 100

__ij....-

e

e 5
Net Profit _*_*\———*Oi__ 1000

[July 2021, MTP May 24 - 3 marks]
Answer

According to section 135(1) of the Com
hundred crore or more, or turnover of
crore or more during the immed
Responsibility Committee of Board
shall be an independent director.

Panies Act, 2013, every company having net worth of rupees five
 OF rpees one thousand crore or more or a net profit of rupees five
iately preceding financial year shall constitute a Corporate Social
consisting of three or more directors, out of which at least ore director

In the given question, the company does not fulfil any of the given criteria (net worth/ turnover/ net profit)
for the immediately preceding financial vear (ie., 1.4.2019 to 31.3.2020).

Hence, ABC Limited is not required to constifute Corporate Social Responsibility Committee for the
financial year 2020-21,

Question 15
A Housing Finance L1d. is a housing finance company having a paid up Share Capital of Rs. 11 crores and a
turnover of Rs. 145 crores during the Financial Year 2017-18. Explain with reference fo the relevant
provisions and rules, whether it is necessary for A Housing Finance Ltd. to file its financial statements in
XBRL mode
[Nov 18]

Answer
Filing of financial statements in XBRL Mode
As per Rule 3 of the Companies (Filing of Documents and forms in Extensible Business Reporting Language)
Rules, 2015, the following class of companies shall file their financial statements and other documents under
section 137 of the Act with the Registrar in e-form AOC-4 XBRL as per Annexure-I of this Rule:-

(i) companies listed with stock exchanges in India and their Indian subsidiaries

)  companies having paid up capital of five crore rupees or above
(iii)  companies having turnover of one hundred crore rupees or above

) all companies which were hitherto covered under the Companies (Filing of documents and Forms in
Extensible Business Reporting Language) Rules, 2011

Provided that the companies in Banking, insurance, and Non-Banking Financial companies are exempted from
XBRL filing.

Hence, A housing Finance Ltd. being a housing finance company is exempted from filing its financial
statement in XBRL mode under Rule 3 of the Companies (Filing of Documents and forms in Extensible

Business Reporting Language) Rules, 2015 .

Question 16 .
The Government of India is holding 51% of the paid-up equity share capital of SunLtd. The Audited financial

statements of Sun Ltd. for the financial year 2017-18 were placed at its annual general meeting held on
3st August 2018. However pending the comments of the Comptroller and Auditor General of India (CAG)

Accounts of Companies ) “
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B —— ounts. Onl‘&‘.‘e y
SHRT g2 Flon of The & Setoben, 2018
on the said accounts the meeting was adjourned without di?'fg was held on ::: relevant to the i
comments on the accounts, the adjourned annual 93"2'"‘" _me;imncia atelne mine with refar'encg
the accounts were adopted. Thereafter, Sun L1d, filed lfsvgmbz!‘r 018. Examine. :

Year 2017-18 with the Registrar of Companies on 12th N:g r 5un Ltd
applicable provisions of the Companies Act, 2013, whef

: 19, Nov 22, RTp -
requirement regarding filing of accounts with the Registrar? [May Mﬁnﬂ

Answer 2013, where the financial statemens,

ng, such unadopted ; &

ies Act, :

According o first proviso to section 137(1) of the Companies | meeti . :

enerd I ;

not adopted at annyal general meeting or adjourned arjr'll-lﬂl E'th +he Registrar within Th“"f‘f‘ days °f'hg

statements along with the required documents shall be filed wth m in his records as provisiona| 4
date of annual general meeting and the Registrar shall take fhe

: | general meet;
inanci i tion in the adjourned annual g eefing f,
financial statements are filed with him after their adoptio
that purpose.

2 3, financial statements “dUPTEd'
According to second Proviso to section 137(1) of the Companies Act, £}

; "
i the date of such adjourned
the adjourned AGM shall be filed with the Registrar within thirty days of 5

with such fees or sych additional fees as may be prescribed.

i AGM held'on’15th Octep,
2015 oo i 55 The cccountsof SunLtd. were odopted at the ﬂdﬂo:;:ztrjnber 2018 i.e.Wwithin 30 4.
2018 and filing of financial statements with Registrar was done on 121 y o = finu':mcial statemegtl
of the date of adjourned AGM. However, Sun Ltd. has not file.::Ti its una ;_FE] ;3 "
30 days of the date of the Annual General Meeting held on 31" August, :

Hence, Sun Ld. has not complied with the statutory requirement regarding filing of unadopted accounts

with the Registrar, but has certainly complied with the provisions by filing of adopted accounts within te
due date with the Registrar.

Question 17

Natraj Limited is an unlisted Public company having paid up share capital of Rs. 80 crores during the
preceding financial year 2016-17. The turnover of the company was Rs. 110 crores
Referring to the provisions of the Companies Act, 201
(i) Isit mandatory for the above company to appoin
(1) What are the qualifications of the Internal Audi

for the same period
3, discuss the answer to the following:

taninternal auditor for the financial year 2017-18
tor?

[MTP March i]
OR

A [MTP Nov 22 mTp-1 Nov'23 - 4 merké
nswer

(i) Class of companies required to appoint Internal Auditop:
Section 138 of the Companies Act, 2013 and the Companies (Accoun

ts) Rul ' 3501
companies required to appoint Internal Auditor, JRu es, 2014 Prescribes the cla

1. Every listed company;

2. Every unlisted public company having -
(a) Paid up share capital of 50 crore

(b) Turnover of 200 crore rupees or mare during th

(c) Outstanding loans op borrowings from banks or p

rupees or more at any point of time duri

(d) Outstanding deposits of 25 crore rupe,

e during the

rupees or mar
T

Preceding financial year: o
€ Preceding financiq| Year; or '
ublic financig| institutions .
ng the Preced; inanciq|

€S or more q %

ions exceeding 100 |
: ar; op
CIHY PUIH‘I’ Qf ‘hme durirg ,rhe

’h-_k
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- financial year; and _ | a3 -H;!
3, Every private company having - |
(a) Turnover of 200 crore rupees or more dyp| |

(b) Outstanding loans or borrowings from bank
rupees or more at any point of time during

ng the preceding financial year; or !
s or public financial institutions exceeding 100 crore
the preceding financial year.

As per the facts given in The question, Natra| Limited is an unlisted public company with the paid up share
capital of st 80 cores during "_h"- Preceding financial year with the turnover of R, 110 crores. Since, Natraj
Limited fUIf.IHS i of *h? C'r‘lfer'iu with paid up share capital of more than 50 crore rupees during the
precedi"g financial year, it is mandatory for the Natraj Limited to appoint an internal auditor for the
financial year 2017-18.

part (i) Qualifications of Internal Auditor

(a) Internal Auditor shall either be a chartered accountant or a cost accountant or such other
professional as may be decided by the Board to conduct internal audit of the functions and activities
of the company.

Here, the term "Chartered Accountant” or *Cost Accountant" shall mean a "Chartered Accountant”
or a "Cost Accountant”, as the case may be, whether engaged in practice or not.

(b) The internal auditor may or may not be an employee of the company.

Question 18
PQR Private Limited operates as a manufacturing company, generating a turnover of Rs. 150 crore and holds
an outstanding loan of Rs. 75 crore from a public financial institution solely in the previous financial year
(with a total loan availed of Rs, 110 crore, but Rs. 35 crore were repaid during the same year). The company's
Board has delegated the authority to Chief Executive Officer (CEQ) to designate an internal auditor to
conduct internal audit. However, the CEO believes that the company is not legally obligated to have an
internal auditor. Analyse the accuracy of the CEQ's perspective by referring to the provisions outlined in
the Companies Act, 2013. What would be your response if the Board of Directors wanted to appoint the Mr.
Nagendra (an ex- employee who is a qualified Chartered Accountant) as an internal auditor?

[RTP May'24, RTP Nov 2021]
Answer
According fo the provisions of section 138 of the Companies Act, 2013, read with Rule 13 of the
Companies (Accounts) Rules, 2014, every private company having:
(a) turnover of 200 crore rupees or more during the preceding financial year; or
(b) outstanding loans or borrowings from banks or public financial institutions exceeding 100 crore rupees

or more at any point of time during the preceding financial year.

shall be required to appoint an internal auditor which may be either an individual or a partnership firm or a
body corporate.

Internal Auditor shall either be a Chartered Accountant or a Cost Accountant, or such other professional
as may be decided by the Board fo conduct infernal audit of the functions and activities of the company.

The internal auditor may or may not be an employee of the company.

Thus, PQR Private Limited is required fo appoint an internal auditor as the outstanding loans from public
financial institutions during the year have exceeded 100 crores (irrespective of the fact that the
outstanding loan during the year is 75 crore rupees). Hence, the advice of CEQ is not correct.

Internal Auditor may be any professional as decided by the Board and may be even an employee of the

company. Hence, the Board of Directors may appoint Mr. Nagendra, an ex- employee who is a qualified
Chartered Accountant, as an internal auditor.

Accounts of Companies ) “
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Answer

ith Rule 13 of the Comp..
. 13‘ r-ead Wl'rh Pﬂ
According 1o the Provisions of Section 138 of the Companies Act, 20
(Accoun'ts) Rules

; - L
; oint an internq| g«
2014, the following class of companies shall be required o app ity
which may be ejth

: orate, namely:
er an individual or o partnership firm or a body corp
(1) every |isted company;

i U S g, i ding financial year:
(A) paid Up share capital of 50 crore rupees or more during the preceding
or

(B) turnoven of 200 crore ry

s = I I,
Pees or more during the preceding financial yea
(€ outstanding loans or borp

owings from banks or financial institutions exceedin
or more at any point of time during the preceding financial year.forf e kPP .
(D) outstanding deposits of 25 crore rupees or more at any point o o
financial year,

9 100 crope MUpees

Besides, some private companies are

also required to appoint an internal auditor which may be eitheng,
individual op q Partnership firm or q body corporate.

Is required to appoint an internal au
Pital or turnover (as the |i

ditor, Irrespective of its
Imit of paid- up share capital or turnover

is applicable fopr unlisteq
Hence, the advice of the Company Secretary is not coppect
Question 20

s a leading manufacturer of g
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Statements of the company for the

he Best Shoes Limited under the
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financial statements
According to fourth

[RTP Nov 2]

Proviso to section 137(1) of the Cnmpunies Act, 20 ith it

financial statements to be filed with the RegisTrun attach the uccc‘:-unTlsi b Sl o
which have been incorporated outside India and which hav,

S of its sn.d::sidir:w).r or subsidiariés
€ not established theip place of bys

iness in Indid
e of a subsidiary which hqs been i

X ne 1 .
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11 s clso been clorified vide General Creuler no. 11/2015 dated 1 July 2015 tht in case of foreign.
coeny : -l,:s ilr:::: Fef;rl:ure.d 1o g€t its accounts audited as per the legal requirements prevalent in the
e lac Pof? b :nd wh'.':h does not get such accounts audited, the holding or parent Indian
comPﬂfl‘_}’:.:;‘: PTh :s:r' hl e such unaudited accounts to comply with requirements of section 136(1) and 137(1)
as ?P;ICFurﬂ.ter ?he; fo"“‘e\;ﬂ‘. would need to be translated in English, if the original accounts are not in
Ef'g S men}s d rr:': of uccou‘nfs of foreign subsidiaries should be, as far as possible, in accordance
L et i U Companies Act, 2013. In case this is not possible, a statement indicating the
reasons for deviation may be placed/ filed along with such accounts '

hi Limi
Hen:;fzd Iﬁﬂg II;\}I.I?T:. would have to get the standalone financial statements of Best Shoes s
A nguage and also get those aligned as per the its accounting policies for the purpose
of consolidation.

FIfI“T h?-; DTimT" Limifec! would need to file such unaudited financial statement of Best Shoes Limited along
with a declaration Yo this effect along with a translated copy of the financial statement in English.

Ff"'*h""' ﬂ_"‘ format of accounts of Mc_'ruccan subsidiary company should be, as far as possible, in accordance
with re,qu:rerner?‘fs‘unde.r the Companies Act, 2013. In case this is not possible,a statement indicating the
reasons for deviation may be placed/ filed along with such accounts.

Question 21
XYZ Ld. received a communication from Central Government for preparation of periodical financial results
f Directors have raised

and complete audit or limited review of such periodical financial results. The Board o
an objection on the ground that as it is an unlisted company, periodical financial results need not 1o be

prepared. Examine, referring the provisions of the Companies Act, 2013, in this regard.
[May 2022, RTP May'23, MTP May'24]

Answer
Periodical Financial Results [Section 1294 of the Companies Act, 2013]

The Central Government may, require such class or classes of unlisted companies, as may be prescribed—

(a) to prepare the financial results of the company on periodical basis and in prescribed form
(b) fo obtain approval of the Board of Directors and complete audit or limited review of such periodical

financial results in the prescribed manner; and
(¢) file a copy with the Registrar within a period of
such fees as may be prescribed

thirty days of completion of the relevant period with

ectors on the ground that as XYZ Ltd. is an unlisted company,

Therefore, the objection of the Board of Dir
d, is not correct. Section 129A clearly specifies that even

periodical financial results need not be prepare
unlisted company has to prepare Periodical Financial Results.

Question 22

Repeated question. Hence, merged with other question

Question 23: .
Explain the following as per the provisions of the Companies Act, 2013
() Who shall sign Board's Report?.
(ii) Filing of financial statements Wi

i /p__[__/_@.@l]-
igni '¢ Report [Section : ;
() Slaning of Board's Repe o under section 134(3) shall be signed by its chairperson

' + and any annexures theret: . |
;Tihgoards "'?-P?;' he is au}‘:homsed by the Board and where he is not so authorised, shall be signed by
at le:str: ofmiagrecfors one of whom shall be a managing director, or by director where there is one
w i/

director.

Accounts of Companies ) “ ok A

th the Registrar when AGM is not held.
[MTP-1 May 23]




SIS
e e — =L T i

A

fop, !
date beforg . "y
< of the last Which o
fzgsiiyaddifional fees asmay be Presy L

¢

d from it ‘i
lances extracte S ayg ¥
(the Company) was incorporated on 01.04.2020. The ba g
financiq| stat :

Net Profit b;:for'e. tax | Net Profit after tax (Ignore Incom%
£ 5.00 crore % 3,75 crore \\I
.—_—_ﬁm; ‘ % 5,25 crore !

i Gorer

any pr t for CSR Activities to be undertqk
Proposes to allocate the minimum required amount for CSR
FY 2022-23 if

en dip !
P *hs r Clr'd Cll'ld COIT'. rg
Y : if it is mandatory, You are requested to advice the Company in This reg Pute
minimum amount to be allocq

= the
ted, if so required, taking into account the relevant provisions of the Compﬂmh
Act, 2013 [RTP May 23, mTp Mey'z,f]
Answep

According to Section 135(1)
hundred crore or more,
crore or mopre
Responsibil

of the Companies Act, 2013, every company having na: WO:;; oz S
or turnover of rupees one thousand crore or more or a net pr ofr

: C
during the immedlafe.ly preceding financial year shall constitute a Corpor
ity Committee of the Board,

Pees fj-.,Tl
Upeeg fiw
ﬂ?e SGE'-ql

Furthep accordin
tha

g to section 135(5), the Board
t th

of every company referred to in sub-section (1), shall ep
€ company spends

£ 3 - + -
. In every financial year, at least two per cent of the average net profits of the
lately preceding financial years or where the company hag py

years since its incorporation, during such immediately Preceding

N pursuance of its Corporate Socigl Responsibility Policy.

Here, the "Net Profit* shall not include such sums as may b

Y
accordance with the Provisions of section 198. In the instant cas

€ prescribed, and shaqll be calculated
L Net Profit before Tax of Red

e,

the FY exceeds?
2. Minimum contribution towards CSR

will be: 2% of average net profits since incorporation (Red Limited
was incorporated on 1.04.2020.)

Average Net Profit since i

ncorporation: (X 5 crore + X 7 crore
Minimum contribution tow

Yi2=% ¢ crore
ards CSR will be: 2?/0 of % 6 Crore = ¥ 012 crore gr T 12 LQCS
- Author's Nuf-g 4 ICAT fnr*_go‘r to menhon_ﬂnc& wi:»e-r*;a _CEEE_e:c;aér;s_e_i_s:ﬁ;._gé_l;k_h—s_gsm
required. If this question is asked in exam, students are advised to mention the Rs. 50 lakhe point ard
answer accordingly. L

Question 25
The aggregate value of the paid-up share capital of ABC Sec

urity Servicas, was 2 ivided into
20 crore equity shares of 10/- each at the end of the Finane \° 200 crores divi

. ial Yeap 2021_22 havie istered office
at Mumbai. This company had been registered with an authorized share Capital :;";903'5 r"?-Q; d:;dﬂd into
30 crore equity shares of 10/- each. cror

e

The:extractiof Balance Sheet'of the company as/on 31 Merch 2022 hoen 0 followin
wi

g figuresi

-
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EI
——— Particulars 1
Authorised Share Capital Rs. (Crores)
Tssued, Subscribes and Pai ‘ : 300 |
Tssved, Subscribes and Paid-up Share Capital |
Created out of profi 200 I

[iebeiReserVES SresTeciolo profits |
Securities Premium Account 200

i 80
profit & Loss Account (Cr)
Reserves out of Revaluation of assets 50
Misc. Expenditure not written off fg

TTm$dof the cu:upany during the Financial Year 2021-22 was Rs, 800 crore and the net profit
calcu in accordance with section 198 of the Companies Act, 2013 with other ad]
Rules was 4 crore only. P . er adjustments as per CSR

Praveen, Company ~‘.56Cr'6’rur'y of the company advised that the company atfracts 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 comply with the provisions of Corporate

Social Responsibility.

The Board of Directors of the company constituted of the following persons as its directors:

; Mohan Singh Managing Director
| Rohit and Bhavna Independent Directors
| Venkatesh, Isha, Mohit and Muskaan Directors

On the basis of above facts and by applying applicable provisions of Companies Act, 2013, answer: the

following:
(i) Is the contention of Praveen, Company Secretary of the company that the company attracts the
the Companies Act, 2013 and is required to form a CSR commitfee is
licable provision and the required calculation.

h, Isha and Bhavna will be the members of CSR commitfee.

visions of the Act and Companies (Corporate Social

provisions of section 135 of
correct? Support your answer with the app
(i) Ttwas decided that Mohan Singh, Venkates
Is this decision correct in the light of pro

Responsibility Policy) Rules, 20142

[May 2023, Nov 23]
Answer:
(i) Correctness of the contention and required calculations: According fo section 135(1) of the Companies

of rupees five hundred crore or more, or turnover of rupees

one thousand crore or more or a net profit of rupees five crore or more during the immediately

al year shall constitute a Corporate Socil Responsibility Commitfee (CSR) of the
tors, out of which at least one director shall be an independent

Act, 2013, every company having net worth

preceding financi
Board consisting of three or more direc
director,

ement, “Net worth" in the light of the provided
lue of the paid-up share capital (Rs. 200 crore),
d out of the profits (Rs. 200 crore), securities premium account (Rs. 80 crore) and
f the profit and loss account (Rs. 50 crore), after deducting the aggregate
deferred expenditure and miscellaneous expenditure not written of f
d balance sheet, but does not include reserves created out of
ciation and amalgamation], Turn over given as Rs. 800 crore
th is not less than Rs. 500 crore section 135(1) is

and calculation: As per the requir

Net worth meani
ted as Rs. 520 crore [aggregate va

particulars calcula
all reserves create:
debit or credit balance 0
value of the accumulated losses,

(Rs. 10 crore), as per the audite
revaluation of assets, write-back of depre

and Net profits Rs. 4 crore: since the net wor
attracted.

Accounts of Companies )







Qu

Explain how the auditor wil| be appointed in fi‘l:?oh;;l'il-'lg ::sé: 2

The pfudlf?r!of the company (other than government company) has resigned on 31st December, 2016, while
the Financial year of the company ends on 31st March, 2017
[MTP Oct 2019, Oct 21]

section 139 (BJ(I} any casual vacancy in the office of an auditor arising as a resulf of his resignation, such
vacancy can be filled by the Board of Directors within 30 days thereof and in addition the appointment of
the new auditor shall also be approved by the company at a general meeting convened within 3 manths of
the :.zcommendafion of the Board and he shall hold the office ill the conclusion of the next annual general
meeting.

Questin2
Lemon & Company, Chartered Accountants a Limited Liability Partnership firm with CA. L, CA. M and CA.
N as partners, is the statutory auditor of a listed company M/s Big Limited for past 6 years as on
01.04.2014.

CA. M is also a partner in other Chartered Accountant firm Dew & Company, Chartered Accountants.

Advise under the provisions of the Companies Act, 2013 :

(1) Upto how many years can Lemon & Company continue as statutory auditors of M/s Big Limited?

(2) What shall be the cooling-off period for Lemon & Company with respect to M/s Big Limited?

(3) Can Dew & Company; be appointed as statutory auditors of M/s Big Limited and it's another listed
subsidiary M/s Dark Limited during such cooling-off period?

(4) Can Lemon & Company be appointed as internal auditors of M/s Big Limited and it's another listed
subsidiary M/s Dark Limited, during such cooling-off period?

[RTP Nov 2018]

Answer
According to Section 139 (2) of the Companies Act, 2013,

I Listed companies and other prescribed class or classes of companies (except one person companies
and small companies) shall not appoint or re-appoint an audit firm as auditor for more than two terms
of 5 consecutive years.

An audit firm which has completed its term (i.e. two terms of five consecutive years) shall not be

eligible for re- appointment as auditor in the same company for five years from the completion of
such term.

Further, as on the date of appointment no audit firm having a common partner or partners to the

other al;dif firm, whose tenure has expired in a company immediately preceding the financial year,
shall be appointed as an auditor of the same company for a period of five years.

For the purpose of the rofation of auditors, in case _of an auditor (W}Tther an individual or audit

firm), the period for which the individual or the firm has held Ic-ffrce. as quditor prior to the

commencement of the Act shall be taken into account for calculating the period of 5 consecutive

il,

years or 10 consecutive years, as the case may be.

Audit and Auditors ) “
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3
ig Limited for 4 more Yearg
Big Limi

prﬁlylng the above provisions, e s eT M ory auditors of M/s

L Lemon ¢ Company can continue as statutory

's note - transition proy; si_ar';:__f. i ¢
Author's no %
tinue in office only till 31.3.2018. (
142014, je. they can con
I[ be Ignored)

: s it ring the coqfi
B2 The cooling- off period shall be of 5 years ditor of M/s Big Limited dUC h-:j ) cmdmg-! |
Inted as a statutory audi tner in both Lemon & Compa )-" : |
 Dewg o Ty cannot be S CA. M is the common partn tory auditor of M/s Dark Limiteq (0
a8 ol e ?)CO'EP{? nx;p‘;liy C{.:n be appointed as a :;m’u ;f‘;’
Com However, ew & Co ; ing - of f period.
fi(st:d Eﬁﬁ’éidm °f M/ Big Limited), during the cooling

d other prescribed Clagg
listed company an ‘ o
: Companies Act, 2013 il hall either be q ¢ artep
: Afs o Seﬁlon::jlf:)):i;;u‘?mszo appoint an internal auditor, who s
oT companies,

B
r.A's relative, pmq C. has an ou‘rsfanding debt of Rg 2 Lacs with DEF Ltq an associgte Company of
XyZ Ltd., which was takep three mop hs ago
ISCUss about the ehglblllTy of Mr for being dPpointed as qpn auditor of XYZ Ltd N view of the
Provisions of the Companies Act, 2013

[RTp Sept 2024)
Answep
Accordmg To section 141(3)(d}(u) of the Compames Act 2013, Auditop jg disq alifieq IPpointe as
9 auditor if he o his relatiye OF partner is Indebted the com Y. or its gup diary o its holdi, =
associate Company op 4 submdmr*y of such holdlng Company, i, €XcCess of Rg. La 2
In this Scenario:
LMr A Partner, mp has q debt of pg Lacs from EFG L4 a Sidiary o f Xyz Ltg
2. Mr.A's relative Ms. C has a debt of Rs. 2 acs from DEf td., an Sociat, Compqny of Xy Lig
The totq Indebte ness linked +, Mr. A’ Partner qnd relative ig Rs. 6 Lacs (Rg 4 Lacs .

A 5 2 A
€Xceeds the 5 Lacs thresho|q Mentioned in the Provision Lacs), which
Ther-efore, Mr. A s disqualifieq from being appointed
141(3}(d)(iiJ of the ¢

OMpanieg Act, 2013,
SUrpasses the Permissip|e limit,

Repeateq Questign Hence, merged with othep question Wiy
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+d., wants to appoint Mr.
Pﬁ;ﬂbmw o] Th: :::m" K'-'mﬂ_'rr a practicing Chartered Accountant as the statutory auditor
0 Posed auditor to give a certificate in this regard. What are the contents

ificate to be i :
of the certificate o be issued in accordance with the Companies (Audit & Auditors Rules, 2014)? |
[May 2018]

r
viso to secti
i gfp:: the auditor ;::1 st?::(l) of the Companies Act, 2013, before the appointment is made, a written
CO N = _ appointment, and a certificate from him or it that the appointment, if made,
shall be in accordance with the conditions as may be prescribed, shall be obtained.

Czrfff!m"' b A"'dfh’r: The_' Companies (Audit and Auditors) Rules, 2014 provides the content of the

Cert lftc‘"_"'-- fﬂ-::ccr'dmg fo fhls, the auditor appointed shall submif a certificate that -

the '_"d“"‘d'-‘ﬂl or the firm, as the case may be, is eligible for appointment and is not disqualified for

appointment under the Act, the Chartered Accountants Act, 1949 and the rules or regulations made

thereunder:;

the proposed appointment is as per the term provided under the Act;

the F'I’”UP"S"d appointment is within the limits laid down by or under the authority of the Act;

4. the list of proceedings against the auditor or audit firm or any partner of the audit firm pending
with respect o professional matters of conduct, as disclosed in the certificate, is frue and correct.

a.

N

The certificate shall also indicate whether the auditor catisfies the criteria provided in section 141.

Mr. Praveen Kumar, the proposed auditor has to give the above certificate to the company before accepting

the appointment as the auditor of PKC Ltd.

Question 6
CA. M is a partner in SM & Company (Chartered Accountants) and ML & Company (Chartered Accountants).
years as on 1-04-2018.

SM & Company are stafutory auditors of M/s. Global Ltd. (listed) for past seven

Advice under relevant provisions of the Companies Act, 2013:
(1) For how many more years SM & Company can continue as statufory auditors of M/s. Global Ltd. (listed)?

(2) Can ML & Company be appointed as statutory auditor of M/s. Global Ltd. during cooling of f period for
SM & Company?
[Nov 18]

Answer
(1) As per section 139 read with relevant Rule 6 of the Companies (Audit & Auditors) Rules, 2014, in case

of an auditor (whether an individual or audit firm), the period for which the individual or the firm has
held office as auditor prior fo the commencement of the Act shall be taken info account for calculating
the period of five consecutive years (individual) or ten consecutive years (audit firm), as the case may

be.

utory auditors of M/s. Global Ltd. for past seven years as

As per the stated facts, SM & Co. are stat
tinue as statutory auditors of M/s. Global Ltd. for 3 more

on 1.04.2018. Accordingly, SM & Co. can con
years ie., till 31.03.2021.

(2) Section 139(2) states that as on the date of appointment no audit firm having a common partner or
partrers of the other audit firm, whose tenure has expired in a company immediately preceding the

financial year, shall be appom‘red as auditor of the same company for a period of five years.

ML & Co. cannot be appoinfed as stafufory auditor of M/s. Global
CA. M was the common partner in both the Audit firms. This
1o year 2026. After b years, M/s. Global Ltd. is free to appoint

Hence, as per the above provision,
Ltd. during cooling period because
prohibition is only for 5 years j.e. up
ML & Co. as its statutory auditors:

Esms—————- %




Tel, Chartered A,

| The qud_o_f Directors o hold office from

ointed Mr.
of Moon Light Limited, a listed campﬂ"‘{ :ﬁ: Company 1
as its fipst auditor within 30 days of the date of registration 0
[+) immal"ﬂﬂﬁh to cone 1ill the conc
Me-appointed to hold of fice from the conclusion of its first AGM

f appoiﬂ'l'
of the provisions of the Companies Act, 2013, examine the validity 0
following cases:

- () Appointment of
() R

ment/ reappointment in

Mr. Tel by the Board of Directors. el ) 1 :
€-appointment of Mr. Te| ot the first AGM in the above § ditor at the first AGM to hold °fﬁ°'-'ﬁ-55 |
- (if)) Incase Mr. Bell, Chartered Accountant, was appointed as aug;a oi e.., 4 years tenure. oy
' e conclusion of its fipst AGM till the conclusion of 5th AGM. i.e.., [Nov 2020, MTP { Muy'a3] 1l

OR int fsAtirst audit 1i
t itsfirst auditor, pj
Shivam Limited IS incorporated on 1.1.2020. The company wants to appoin Base
€numerate to

. 2013 ‘with respect +, '
the company the relevant provisions of the Companies Act, pP the
appointment of first auditor,

|
[MTP March 2021, MTP Mar 2022]
OR ' :
: e diton |
Rupa Limited, q listed company appointed M/s. VG & Associates an audit firm as fO’:PATfY ESOC;L; Leug;'n : 'i
Annual Generaq| Meeting held on 30 -09-2017. Explain the provisions of the CO"“P‘J;_‘: i ‘ Ingty |
the appointment o reappointment of an auditor in relation to the tenure of an audito :

[May 15) /
f
Answer

AS per section 139(6) of the Companies Act, 2013, the

ointed by the Board of Directors
h auditor shall hold of fice till the

first auditor of a company, other than a Government
within thirty days from the date of registration of
conclusion of the first annual general meeting
Whereas Section 139(1) of the Companies Act, 2013 states th
general meeting (AGM), appoint an individual or
from the conclusion of Ist AGM ti
every sixth AGM.

at every company shall, at the first annug|
a firm as an auditor of the company who shall hold office
Il the conclusion of its 6th AGM and thereafter till the conclusion of

S f companiesas |
may be prescribed, ~appoint an individual qs auditor for more than one term of five
consecutive years,

As per the given provisions follo

(i)  Appointment of Mr. Tel by the Board of Directors is valid qg
139(6).

(i) Appointment of Mr. Tel at the

wing are the answers:

Per the provisions of section

first Annug| Generq| Meeting is valid dye +o the fact that the
'tor made by the Board of Directors is
period of such appointment is not to be

1

_ . 9 Separate appointment and the

considered, whil : : : ¥

General Meeting, which is for the period from the cm-tc:|us?cu:'i‘t:;c Iﬁe Ifsi:giirp:mmd 0 the Fiegy A.nni-::
the conclusion of the sixth Annual Generq| Meeﬁng. ual General Mec il

(iii) As per law, auditor appointed shall hold office from the conclys
Its 6th AGM i.e., for 5 years. Accordingly, here 9PPointment of
In compliance with the said legal Provision, so hisg 9Ppointment ig

'on of 1st AGM 1il] the conclusion of

Mr. Be||. Which is fop 4 years, is not
not valid.



shiv Lil H-q.dls incorporated on 3.10.2020. The cor = =3
Following are key shareholders of the cnm;mT:; company is having a paid-

Name of the Party holding shares 7 i 1)
Central Government moun -(m_ 2s.)
Purljﬂb Government 1.50 . lm‘?ﬁJﬂl -
Others 1.23 g i
227 o

irst auditor of : ey
I::hfel.r::n:pa;yo; :ve :1:;::?5:: :::hb::'; ﬂPP_OI:Ted by the Board of Directors on 31.10.2020. The members
4 oin : ; ;
its only the members who can appoint the ?i}rs'r :;Z?:D?Y Bk Themelies
- h - o ) .
Advise ; e col;:pﬂ:y on the wladl'r}r of such appointment as per the provisions of the Companies Act, 2013.
Also, advise whether the contention of members of the company is correct ,

[MTP April 2021] |

OR

Explain the provision relating to appointment of auditor in case of a Government Company-
[RTP May 18, MTP March 2019]

OR
One-fourth of the subscribed capital of AMC Limited was held by

o Chartered Accountant, was appointed as an auditor of the Com
on 30th April, 2020 by an ordinary resolution. Mr. Mukesh, a shareholder of the Company, objects o the

manner of gppoinTmenf of Mr. Vikas on the ground of violation of the Companies Act, 2013. Decide whether
the objection of Mr. Mukesh is tenable? Also examine the consequences of the above appointment under

the said Act.
[MTP Oct 2020]

the Government of Rajasthan. Mr. Vikas,
pany at the Annual General Meeting held

Answer

According to section 2(45) of the Companies Act, 2013, "Government company” means any company in

which not less than 51% of the paid-up share capital is held by the Central Government, or by any State
Government or Governments, or partly by the Central Government and partly by one or more State
Governments, and includes a company which is a subsidiary company of such a Government company.

As per section 139(7), in the case of a Government company or any other company owned or controlled,
directly or indirectly, by the Central Government, or by any State Government, or Governments, or partly

by the Central Government and partly by one or more State Governments, the first auditor shall be
appointed by the Comptroller and Auditor-General of India within 60 days from the date of registration
of the company and in case the Comptroller and Auditor - General of India does not appoint such auditor
within the said period, the Board of Directors of the company shall appoint such auditor within the next

30 days; and in the case of failure of the Board to ithin the next 30 days, it shall

appoint such auditor wi
inform the members of the company who shall appoint such auditor within the 60 days at an extraordinary
general meeting, who shall hold office till the conclu

sion of the first annual general meeting .

+ company as 54.6% [(1.5+1.23)/ 5= 54.6%] of the share

Shiv Limited isa governmen
b Government).

In the given question, _
+ and State Government (Punja

capital is held by Central governmen

ed shall be appointed by the Comptroller and Auditor-General of India

Thus, the first auditor of Shiv Limit

within 60 days from the date of regis’rra’rion.
on 31.10.2020 is not valid. The Board of

Board of Direcfors
r and Auditor-General of India does not

Thus, the i first auditor by
T A7 case the Comptrolle

Directors can appoint the first auditor In

_4#
RS

B, o S
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The Board of Directors of the cop
1 e
. riod 60 days. 3
9BBoint such auditor within the mldp;g;::f pe .
59Pnin1* such auditon within the next hin the next 30 days, I Shcfl'l i
] d to appoint such auditor ‘?fhin 60 days at an exfr'uar'qu,-.’, 3
I'.Iru' e (e o0 1.ht;Bn:l:nll appoint such auditor wi e meeting.
| irst an
| ::r:er;sw:\fo it;fﬁ:;?:gﬁ:eim the conclusion of the first a

Thus, the conte

overnment co

Limited isa
e subs:ribed ca
(i)

(i)

ho can appoint the firgt auditop 5
f members that its only the members w
Mpany, is not conpect.

i holdep hold; o A
blic compq Maharashtra Bark (a nationalized bank) is . ngf 0 ng 1y of
| ' ' ointed:
pF::ai l::fC:::: czzwpany. Explain how the following shall be app
First auditor

Subsequenf auditop

[J'I.I|y 2021]
OR . “

whose shqreho!ders include Xy7 Bank (a nationalized bank) ho!dmg 18% of the
ompany

subscpgbad

[MTP March 2018]
OR

des the folfowing share

5 Moy

he Companies Act, 2013, g
than 519, of the paid.

P 'shape
Over'nmenf

a is | Y
- Hence, '‘9¥a Limiteq i not q gov&r*nmen‘r r:nrns el e
on-gca\rer*nmem “OMpanies i, relation 4, e [
< auditor ghq| € BPpointed 4 follows
i Accordip i e Companies Act, 2013, the first auditop of
Y the Bogng of Dj
case o

be appointeq b
Ny and in the
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LS 'F"ﬁl:‘l'hef'-.fhe company shall inform the auditor concerned of his or its G_PPOIH?H‘;nE and disﬁ.i.le-f;g"
notice of such appointment with the Registrar within 15 days of the meefing in which the auditor 1S

ﬁppoinfﬁd (Form ADT-1).

s of AB Limited as the First
he approval of the Central

¥ - x .'.'ﬁ‘ -
T . T Rt BIL .

L e L ) I R e W R AT T
Jr. Suresh, @ Chﬂ"*ﬂ‘f*d Accountant, was appointed by the Board of Director
Auditor. The company in General Meeting removed Mr. Suresh without seeking t

Government and appointed Mr. Gupta as Auditor in his place?

[MTP Aug 2018]

removed from office before

Answer .
e 140(1) Shpuh‘l‘es that any auditor appointed under section 139 may be
fter obtaining the previous

Sec
the expiry of his term by passing special resolution in general meeting, a

approval of the Central Government in that behalf.

provided that before taking any action under subsection (1) of Section 140, the a
be given a reasonable opportunity of being heard.

uditor concerned shall

The first auditors appointed by Board of Directors can be removed in accordance with the provision of
section 140(1) of the Companies Act, 2013. Hence, the removal of the first auditor appointed by the
Roard without seeking approval of the Central Government is invalid. The company contravened provision

of the Act.

Question 13
Mr. Honest, an auditor of MM company Itd. has ntral
Government has applied fo Tribunal about the said fr
Companies Act, 2013 regarding the steps that can be ta

a company has acted in a fraudulent manner.
[MTP Aug 18]

colluded with the company for a fraud. The Ce
aud by Mr. Honest. Stafe the provisions of the
ken by Tribunal when it finds that the auditor of

Answer
Auditor acts in a fraudulent manner or abetted or colluded in any fraud [Section 140(5)]

) Onsatisfaction of Tribunal that the auditor of a company has acted ina fraudulent manner ete.: Without
prejudice to any action under the provisions of this Act or any other law for the time being in force,
the Tribunal either suo moto or on an application made to it by the Central Government or by any person

if it is satisfied that the auditor of a company has, whether directly or indirectly, acted in

uded in any fraud by, or in relation to, the company or its directors

concerned,
a fraudulent manner or abetted or coll
or officers, it may, by order, direct the company fo change its auditors.

il Reguirement for change of auditor: If the application is made by the Central Government and the
Tribunal is satisfied that any change of the auditor is required, it shall within fifteen days of receipt
of such application, make an order that he shall not function as an auditor and the Central Government

may appoint another auditor in his place.

Question 14
AB & Associates, a firm of Chartered Accountants wi
Meeting of X Ltd, held on 30-09-2019. However, the Board of Directors recommended to remove them

before expiry of their ferm by passing a resolution in the Board Meeting held on 31-03-2020.
Subsequently, having given consideration to the Board recommendation, AB & Associates were removed at
the general meeting held on 25.05-2020 by passing a special resolution subject to approval of the Central
Government. Explaining the provisions for removal of second and subsequent auditors, examine the validity

of removal of AB & Associates by X Ltd. under the provisions of the Companies Act, 2013,
[July 2021, MTP Nov'22, MTP-2 Nov 23, MTP May 24~ 5 marks]

Audit and Auditors )

as re-appointed as auditors at the Annual General
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| o for removal of au ery
 Answer cribes procedure for r fice before the exp; of|

les Act, 2013 pres m his offic _

(I)Jh: auditor "[F"I”' : lution of the company, after obtaining

Only by a special reso ; :

. vernmen:;i,n fnat behalf in the T e mun'::of the Central Government shall be
| From this sup section it is clear that the appro o b rasded

| thereafter the special resolution of the company

Provided that befor
- Measonable oppopsyn

taken 'ﬂ’-'ﬂf"f -l

taking any action under this sub-section, the auditor concerned shall pe 9iven
e
ity of being heard,

Therefare, in terms of Section 140 (1) of the

Companies Act, 2013 read with Rule 7 of the
(Audit & Auditors) Ryles, 2014

the following steps should be taken for the removal of agn auditop b’-f%
the completion of his tepm ‘ :

* The application +, the Centpq Government for removal of auditop sha”_ be (gtgiin F.orm AD.qu anq
dccompanied with fees as Provided for this Purpose under the Companies (Registration Offices anq
Fees) Rules, 2014 .

* The application shall be made to the Central Government within thirty days of the resolution Passeq
by the Board,

* The €ompany shal| hojq the generq| Meeting within sixty days of receipt of approyq| of the Centrg|
Governmen for PAssing the spe.cigf resolution,

Hence, ip 4,
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i) As per section 1413)(d)(i) a :
( or p-c.arfnsr' is indebted ¢ ?hse:::':l;;di?m“ﬁ!d 1"“ be appointed as an auditor if he, or his r‘eiﬁﬁ& ‘l
:;bsldmgnoz :u_r:h holdciing company, in Z'XC;;:"; :;bs'giﬂ"r. or its holding or associate company or a
nce, Dinesh is not disqualified . 5.5 Lacs. -'
‘ as the limi :
exceeding Rs.5,00,000 and in this case D?n:;['*s t}sfml :izbs*::f:;: ;g;gg el |

iii) As per section 141(3)(h), a
: and a period of 10 years haﬁe::: ';::h:e:a: been convicted by a court of an offence involving fraud
be uppoi;#ed :is an auditor of q Cﬂmpzny rom the date of such conviction, shall not be qualified to
Though Rajender was convicted :
b ;
e elmsed! hercs, Rajendra is Yf:ﬁuﬂ for an offence involving fraud but as a period of 10 years
. qualified to be appointed as statutory auditor of Ga jendra Ltd.
pstion 16 -
Examine the validi s P
E’(‘Smmf M: A",!u l;:ﬂ?;i?: fg}:'::_'“g e:l?h reference to the provisions of the Companies Act, 2'01-3:—'“ |
S5 600/4 WheThefM 1 = A.ctl:ounfan‘r, is holding securities of "XYZ Ltd." having face value of
) “Mr. P* is a e r. A is qualified for appointment as an Auditor of *XYZ Ltd."?
secu‘ri'ries e P;;CC et Cha.r'fered Accountant and "Mr. Q", the relative of “Mr. P*,
Ltd." having face value of Rs. 90,000/-. Whether "Mr. P* is Qualified from being

appointed as an Auditor of "ABC Ltd."?
[MTP Oct, 2018]

is holding

OR
MP-_RC'""' brother of CA. Shyam, a practicing chartered accountant, acquired sec
having market value of Rs. 1,20,000 (face value Rs. 95,000). State whether CA.

appointed as a statutory auditor of M/s. Cool L1d.
[Nov 18, MTP Oct, 2021]

urities of M/s. Cool Ltd.
Shyam is qualified to be

Answer
(i) According to section 141 (
relative or partner holding any security of or inferestin the compan

or associate company or a subsidiary of such holding company:

3)(d) (i), an auditor is disquc“fimi to be appoinfgd as an auditor if he, or his
v or its subsidiary;, or of its holding

In the present case, Mr. A. is holding security of Rs. 900in the XYZ Ltd, therefore he is not eligible

for appointment as an Audifor of "XYZ Ltd".

ualified to be appointed as an auditor if he, or his relafive
security of or interest in the company or its subsidiary; or of its holding or
ary of such holding company: Further as per proviso to this Section, the
interest in the company of face value not exceeding

3)(d)(i), an auditor is disq

(i) As per section 141 (
or partner holding any
associate company or a subsidi
relative of the auditor may hold the securities or
of Rs. 1,00,000.

ties of Rs. 90,000 face Value

(relative of Mr.P,an auditor), is having secur
)(d)(i), Therefore, Mr. P will

In the present case, Mr. Q.
equirement of proviso to section 141 (3

in the ABC Ltd., which is as per
not be disqualified to be appointed as an auditor of ABC Ltd

Question 17

Examine the following situations in the light of the Companies Act, 2013 _

() Mr. Ayush, a Chartered accountant has been appoin’recf as an auditor of X L‘rdl. in the Annual General
Meeting of the company held in September, 2018, inwhich he accep’red the asmgnmen’r: Subsequanﬂy,
in January, 2019 he joined B, as @ partner for the consultancy firm of Mr. B. Mr. B is working also

' ' cutive of X Ltd.

(i) T;:Eﬁ:is',ua[:;:z:i?cﬁ:;ECharTer-ed Accountant, is holding 5_95'-'"'"ﬁ‘35 of "Abh_imc'" Ltd* ?‘“"’ing fa"ce

value of Rs. 1000/-. Whether Mr. Abhi is qualified for appointment as an Auditor of Abhiman Ltd.”?

[MTP March 19, May 20, RTP May 19]
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_ 13 prescribes that any ..

niesAg7;20 iIl be disqualifieg 10 oo

Answer e 1(3) (c) of the Compa ompany will be disq e
Brovisions and Explangtion: 5"*;":"‘:1:5'32,- or employee of Th;.;r an audifor who becoes Subjecy.

'S @ parfner on in employment ion 4)of Section 14 JRgERIhgm o0 (3) of Section 41, he gl

.:uditor fe COTP:WA;HI:; i;f;:qm!iﬂ.:nﬂons specified in su

I appointmen i 10 :

dee

med to have vacated his office as an auditor, i 3
h ditor of X Ltd., joined as par
. Ayush, an au

Lk_ Il be d
esio: In the e cased lause (3) (c) of Section 141 and, therefore, he sha eem
executive of X Ltd., has attracted ¢ ause

vacated office of the auditor of X Limited.

[RTP Noy 18]
1) of the Companies Act, 2013 q p
Its Subsidigpy,

€rson who, o
Y or of jte holdmg
3 Compapny. Which ¢q
e cempﬂny. Pr‘owded t

the Compames Ac

the followmg Persons gre eligible for being appoj
1, 2013
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i it m&:ﬁﬂ; z:iﬁ::i:m a‘?f'ref"-d Accountant and "Mr, Aakash", who is a relative of "Mr. 1
s /-). Directors of AB: i:if ABC Ltd." having face value of Rs. 70,000/~ (markef value Rs. 1,
lo'oggme'sh is a practicing Chart want 1o appoint Mr. Prakash as an auditor of the compary |
i e d. want to appoi ng Chartered Accountant indebted to MNP Ltd. for Rs. 6 lacs. Directors of
MNP Ltd. wd fPF"'"* Mr. Ramesh as an auditor of the company. ,
iii. Mrs. KVL 5F°”5: of Mr. {(umnr, a Chartered Accountant, is the store keeper of PRC Ltd Directors
of PRC Ltd. want to appoint Mr. Kumar as an auditor of the company. i
[Nov 19, MTP Nov 2021]
Answer ol |
. Already covered in previous questions
i Already covgred in previous questions
i, As per S.GCfIOF'I. 141(3)(f), an gudifor is disqualified to be appointed as an auditor if a person whose
relative is a director or is in the employment of the company as a director or a key manageria

pe,r'sonne.l.

ii

In the instant case, since Mrs. KV.J Spouse of Mr. Kumar (Chartered Accountant) is the store keeper

(not a director or KMP) of PRC Ltd., hence Mr. Kumar will not be disqualified to be appointed as an
auditor in the said company.

20
Three chartered accountants, Mr. Robert, Mr. Ram and Mrs. Rohi
under the Limited Liability Partnership Act, 2008 in the name of 'R & Associates LLP',
chartered accountants. SR Ltd. intends to appoint 'R & Associates LLP' as auditors of the company.
Examine the validity of the proposal of SR Ltd. to appoint 'R & Associafes LLP', a body corporate, as.an
quditor of the company as per the provisions of the Companies Act, 2013.

ni. formed a Limited Liability Partnership
practicing

[Jan 2021]

Answer
As per the provisions of Section 14

and Auditors) Rule 2014, a body corporate other than a
Limited Liability Partnership Act, 2008 shall not be qualified for appointment as au

i (3) of the Companies Act, 2013 read with Rule 10 of Companies (Audit
limited liability partnership registered under the
ditor of a company.

R & Associates LLP' as auditors of the company is valid

Tn the given case, proposal of SR Ltd. to appoint
ditor for a body corporate is not applicable: to Limited

as the restriction marked for appoinfment as au
Liability Partnership.

Question 21
State the provisions of the Companies Act, 2013 regarding the signing of the Audit report by the Auditors
of the company.

[MTP March 18]

OR
% in case of a proprietorship concern or the firm of the auditors and how the

Who will sign the audit repor
ditor at the annual general meeting of the

qualification/s in the audit report will be dealt with by the au
company as per the provisions of the Companies Act, 2013?
[May 24]
Answer
Section 145 of the Companies Act, 2013 provides for au
section:
) The person appointed as an audifor of
any other document of the company in ac
141 (i.e. in case of firm including LLP, only
) The qualifications, observations or comme
adverse effect on the functioning of the

audit and Auditors )

ditors to sign audit reports, etc. According to this

the company shall sign the auditor's report or sign or certify
cordance with the provisions of sub-section (2) of section
Chartered Accountants are authorised to act and sign).

nts on financial transactions or matters, which have any
company mentioned in the auditor's report shall be read
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What are the Fights of o comart Wl i

e — of atten
the auditor of a company in respect of @ (MTP Oct s

Answep

eneral meeting. According tog) :
Section 146 of the Companies Act 2013 provides for auditors 10 attendg
section: '

: . | erieral meeting shall be forwandeq o

) Al hotices of, and other communications relating to, any g
auditor of the compan ither by himself op th

i v d either by Fough,

(" The audior shall, unless otherwise exempted by the company, GT::or, any general meeting, %]ﬂ' |
authorised representative, who shall also be qualified fo be an au

; t of the business which ¢,
(iil) The auditor shq|| have right to be heard at such meeting on any par N
him as the auditor,

Question 23
The Board of Directors o
and implementation of sui
of the Company. How wil

:
;1 J
: |

f A Ltd. requested its Statutory Auditor to accept ﬂf’i assgr:::::;;:e:gm :
table financial information system to strengthen the infer Chanigy |,

| you approach to this proposal, as an Statutory Auditor of A Ltd. Taking inty |
] ’ i I?
T The consequences f any, of accepting tisproposa (May 19, RTP May 2021, MTP 2 figyz |
OR

SSR & Co. (Statutor
manipul
of com

Y Auditors) while conducting audit for financial year 2Q21~22_ find out ¢

afive entries in books of accounts of ASR Ltd. Auditors told the MD that internal CO”*"O[_sYS‘FEm 4
pany is not reliable. The Board of Directors of ASR Ltd. requested them to accept Ifhe assignment |
of designing and implementation of suitable financial information system to strengthen the interng| Contr|

taxes for this assignmen :
company. But S

consequences if they accept this ass

Answer
According to section 14

[(May 2023)
4 of the Companies Act, 201
other services as are appro
But such services shall

3, an auditor appointed un

ved by the Board of Dipe
not include de

der this Act shal| provide to "
ctors or the audit committes, b
Signing and implementation of any financid

as the case may be.
information system,

- 'equested its Statutor
financial information
bove provision said ser

Y Auditor to accept the | *
System to strengthen the | 3

vice is strictly prohibited
In case the Statutory Auditor accepts
Section 147 of

the assignment. he will

attrac
the Companies Act, 2013

I the penal provisions as specifiedi

R
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P partner or partners concerned of the audit i - R O |
be o{:‘]:ag?: under section 447, e audit firm and of the firm jointly and severally and e )’
a

jed that in case of criminal liability of an audit b |

d partner or partners, who acted in a frauduyl
cc:"ude 4 inany fraud shall only be liable. 7

in respect of liability other than fine, the
manner or abetted or, as the case may be,

: i h assi .
Nofe: Accepting such assignment may also lead to vacation of office of auditor u/s 141.

1 »r‘.-.,z"_ - - . - T ._,__.;..__.:\—:ry_?-;'rrm

ABC & Co., C.halrfered Ac:ountan’rs, are statutory auditors of Moon Exports Limited. In anmquur‘y, it is
Provﬂd that ‘A, one of the partners of the firm has acted in fraudulent manner and colluded in fraud fo
15 partners. Explain the consequences of such act under the provisions of the Companies Act, 2013.

[May 2022]

o

Answer :
According to section 147(5) of the Companies Act, 2013, where, in case of audit of a company being

conducted by an audit firm, it is proved that the partner or partners of the audit firm has or have acted
in a fraudulent manner or abetted or colluded in any fraud by, or in relation to or by, the company or its
directors or of ficers, the liability, for such act shall be of the partner or partners concernedaf the audit
firm and of the firm jointly and severally.

provided that in case of criminal libility of an audit firm, in respect of liability other than fine, the
concerned partner or partners, who acted in a fraudulent manner or abetted or, as the case may be,
colluded in any fraud shall only be liable.

Here, 'A' the partner of ABC & Co. on inquiry was found that he acted in a fraudulent manner or colluded
in fraud to its partners.

Accordingly, ‘A’ the partner, partners concerned and the firm 'ABC & Co." jointly & severally liable for the
fine.

With respect to criminal liability of the firm 'ABC & Co. the concerned partner or partners, who acted in
o fraudulent manner or colluded in any fraud, shall enly be liable.

Question 25
Mr. Govind Ram is a partner and in- charge (and cerfifies financial statements) of P & Associates. The firm
is appointed as an auditor firm of Kanha Limited (listed company). Mr. Govind Ram refires from P &
Associates and after some time join Gupta & Gupta firm as a partner, on 20/05/22. In the general meeting
of Kanha Limited held on 15/06/22, the company appointed Gupta & Gupta firm as next auditor of the
company. Advise Kanha Limited, whether the company has adhered to the provision of the Company Act,
2013, by appointing Gupta & Gupta as auditor for the company?

[RTP Nov 22]

Answer
According to Section 139(2) of the Companies Act 2013, nolisted company or a company belonging to such
class or classes of companies as may be prescribed, shall appoint or re-appoint—
() an individual as auditor for more than one ferm of five consecutive years, and
() an audit firmas auditor for more than fwo ferms of five consecutive years. Provided that -
() an individual auditor who has completed his term under clause (a) shall not be eligible for re-
appointment as auditorin the same company for five years from the completion of his term;
() an audit firm which has completed its term under clause (b), shall not be eligible for re-
appointment as auditor in the same company for five yearsfrom the completion of his term.

Audit and Auditors ) w



As per Explanation IT in R

corporate Laws

sles, 2014, if a partne, .

mpany, retires from *'h‘ 0,
a:hmeafs: I:iaineligible tobe

, uditors) R
ule 6(3) of the Companies (Audit and A

e ements
and also certifies the financial :t::her‘ firm
er firm of chartered accountants, suc
years.

Firm. Mr. Govind Ry,
N ta & Gupta ;
Here, Mr.. Govind Ram has retired from P & Associates and :]mm?af:fafzms"* of e ComPa)iE 3
Was a partner, in- charge Associates (and certifies the fmzngup*“ firm.
Associates. He retires from P & Associates and joins Gupta
As per the facts of
appointed as quditor

Question 2¢

tthe Annual Generg| Meehi
P Limited Gppointed "XYZ & Co.", an audit firm, as Auditor of the company @

s

i erence to the Comn..

held on 30th September, 2021, Mr. X, Y and Z are partners in XYZ & Cf;; “i'::;;z”owmg s se.p::-m

Act, 2013 examine, the validity of appointment of the XYZ & Co. lr‘r_ EQC dah ing face ToELMS ok e

(i) Mrs. Q, wife of Mr. X has invested in the equity shares of P Limite ﬂ\é"]?mm P LimiWd b m-r.

(1) Mrs. Q, wife of Mr. X has given guarantee in relation to a loan taken by o
worth X 1 50,000.

(iii) Mrs. Q, wife of Mr. X is indebted to Z Limited for %10,00,000 (P Limited holds one fourth of the Paic.
up Equity Share Capital of Z Ltd))

n charge of an audit firm
firm and Joins anoth

for a period of five

irm will also be ineligible 4., |
the question and provisions of law, Gupta d: C!ISU?*; ;‘;:; o, |
of Kanha Limited (listed company) for a period 0

[Noy 2
Answer

Already covered in prior questions.

Question 27

L Ltd. having 2,000 members with paid-up capital of 1 crore, decided to hold it
(AGM) on 21 August, 2022. On 2nd July, 2022, 50 members holding paid-up ca

has given notice of their Intension for a resolution to be passed at the AGM f
Its Statutory auditor from Fy 2022-23 onwards, instead of its existin

which was originally appointed for 5 Years term and had completed on|
was received by existing auditors. they sent q representation in writi
request for its notification to the members of the company. In the ¢

s Annual General Meeti
pital of 6 lakhs in aggregete,
or appointing Dawar & Co. g
9 Statutory auditor, SNS & Co.

y 3 years term. When such notice
ng to the company along with a
ontext of aforesaid facts, answer

(i) Whether the company was bound to send sych representation tq its members made by SNS & Co?
- 4 marks]
Answer (May 2023
(i) Special Notice: As per section 140(4) of the Companies Act, 2013 resoluti
auditor other than refiring auditor 4 '

on for appointment of an
at an Annual General Meeﬂng requires special nEﬁice.
As per section 115 of the (o

mpanies AC*, 2013r read with PUIE 2
Administration) Rules, 2014:

Where, by any Provision contained in this Act on
notice is required for passing any resolution,
shall be given to the company by

power, or holding shares on whic

3 of Companies (Management and

rl‘ricles of Association of a company, specid
e Df. the Intention +4 move such resolutiof
r: holdmg‘no‘r less than 1% of the total wﬁﬂ!|
0 Xceeding Ry 5 lakhs, has been paid-up.

in the A
then the no
such number of membe

h such aggregate sum n
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i o )

- _'fliu-ﬁ 23 p,-gvides, a special notice required to be gimh to the company' shall be sig;:atj, either

: ! v r collect "
> ::.d i:\:lili:g';b;:ar:s on Lﬁim:;hrnu“:bﬂ of members holding not less than 1% of total voting power
e = _
Sate of the e egate sum of not less than 5,00,000 rupees has been paid up on fhe_ |
T";:::T; 3:;:;:;‘:;“::5;%“ be sent by members to the company not earlier than 3 months but :
at i xetie ate of meeting at which the resolution is to be moved, exclusive of the

on which the notice is given and the day of the meeting
l;’r:f;j"-o ;t:;i::ﬁ‘g;gz%member: ri‘:‘h paid-up capital of Rs.1 crore, and it received a notice from |
: ~up capital of Rs, 6 lakh, | 2022 for a resolution
+o be passed at the AGM to be held on 21st August, éré;ggrega’re. on 2nd July, or

As the nweml:{ars who gave the notice hold more than Rs. 5 lakh in the paid-up capital of the company.
they were eligible to give such notice.

¥ least 14 days before the

Further, the notice should have been given not earlier than 3 months but a
hin the prescribed

date of meeting - 21st Aug, 2022, and notice was given on 2nd July, 2022 i.e., wit
time limit.

Thus, it can be said that the said notice was made by adequate number of members within the
preScribed time limit to L Lid.

[Note: In the given question 50 members are holding paid-up share capital of Rs.6 lakh. In fact they
are holding more than 1% of total voting power as the paid -up share capital of the company isRs.1
crore. This can also be considered as fulfillment of the condition. Further, a presumption may be
taken that these members are holding equity shares carrying voting rights in absence of any specific
information given in the question regarding class of shares ]

ch a resolution and the refiring auditor
the company (not exceeding a reasonable
pany shall —

(i) Representation fo members: Where notice is given of su
makes with respect thereto representation in writing fo
length) and requests its notification to members of the company, the com

(1) in any notice of the resolution given fo members of the company, state the fact of the
representation having been made; and

(2) send a copy of the representation to ev
meeting is sent, whether before or after the receipt of the re

ery member of the company to whom nofice of the
presentation by the company.

Yes, as per section 140(4) of the Companies Act, 2013, the company was bound to send the

representation made by SNS & Co., to its members.

is not sent as aforesaid because it was received too late or
thereof shall be filedwith the Registrar and the auditor
heard orally) require that representation shall be read out

However, if a copy of the representation
because of the company's default, a copy
may (without prejudice to his right to be
at the meeting.

Question 28
Yellow Private Limited is engag
a huge market for their toys all over I

ed in the business of manufacturing premium quality rattle toys. They have

ndia. The company has appointed its statutory auditors for the

financial year 2022-2023. The engagement letter of the auditors was signed with a clause that fee to be
y have approached you fo seek your advice for provisions

mutually decided. Directors of the compan
related to remuneration of auditors as per the provisions of the Companies Act, 2013.
[ RTP Nov 23]

Audit and Auditors . ) w
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Answer
Section 142 o

: : ccording to this Section
f the Companies Act, 2013, provides for remuneration of GUdI:m‘ifl. 1nera| meeting or in 5:;1 |
tion of the auditors of q company shall be fixed by the company in g |

manner as the company in generaql meeting may determine.

. : L
: : ses, if any, InCurred
The Femuneration shall, in addition to the fee payable to an auditor, include the expen
by the auditor in connection wi

th the audit of the company and any facilif.y ex:i:derd TZBZTL?THSOES hoy
include any remuneration paid to him for any other. service rendered.by him at the req
company.

AS per the facts of the question and stated provision, remuneration of the appointed statutory auditors of
4 company shal| be fixed b

Y Yellow Private Limited in general meeting or in such manner as the company in
general meeting may deter

mine.
Question 29
Stallworth Ltd. q listeq company having a paid-up share capital of Rs.11 crores with q furnover of Rs, 100
crores had appointed an Audit Compm '

Chartered Accountants having s
auditor of the company. The ne
disagreed with the said recom
Audit Committee was adamant
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Question 1: I e T R
0) A.BC Ltd.,a foreign company having its Indian principal place of business at Kolkata, West Bengal is
required fo deliver various documents to Registrar of Companies under the provisions of the Companies

Act, 2013. You are required to state, where the said company should deliver such documents.

(i1) In case, a foreign company does not deliver its documents to the Registrar of Companies as required
under section 380 of the Companies Act, 2013, state the penalty prescribed under the said Act, which can
be levied.

[ICAT Module]

Answer:

(i)  The Companies Act, 2013 vide section 380 state that every foreign company is required fo deliver to
the Registrar for registration, within 30 days of the establishment of office in India, documents
which have been specified therein. According to the Companies (Registration of Foreign Companies)
Rules, 2014, any document which any foreign company is required to deliver to the Registrar shall be
delivered to the Registrar having jurisdiction over New Delhi.

(i) The Companies Act, 2013 lays down the governing provisions for foreign companies in Chapter XXIT
which is comprised of sections 379 to 393. The penalties for non- filing or for contravention of any
provision for this chapter including for non-filing of documents with the Registrar as required by
section 380 and other sections in this chapter are laid down in section 392 of the Act which provides
that if a foreign company contravenes the provisions of this Chapter, the foreign company shall be
""I punishable with a fine which shall not be less than 1,00,000 but which may extend to 3,00,000 and in
| the case of a continuing offence, with an additional fine which may extend to 50,000 for every day
after the first during which the contravention continues and every officer of the foreign company
who is in default shall be punishable with fine which shall not be less than 25,000 but which may
extend to 5,00,000.

Question 2:
DEJY is a Company Limited incorporated in Singapore desires to establish a branch office at Mumbai. You
being a practicing Chartered Accountant have been appointed by the company as a liaison officer for
compliance of legal formalities on behalf of the company. Examining the provisions of the Companies Act,
2013, answer the following:
(i) Whether branch office will be considered as a company incorporated outside India.
(ii) If yes, state the documents you are required to furnish on behalf of the company, on the
establishment of a branch of fice at Mumbai,
[ICAT Module, CA Final MTP March 2021]
Answer:
() According to section 2(42) of the Companies Act, 2013, "Foreign company” means any company or
body corporate incorporated outside India which-
(@) has a place of business in India whether by itself or through an agent, physically or through
electronic mode; and
(b) conducts any business activity in India in any other manner.

Companies Incorporate Outside India )
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 Company’ of
lon of:the Parent Company Al
e 1 offices are generally considered as r‘tg‘ncIec.h::::nsidazr'ed as aplace of bu.sf".“’
rurther, branch offices a 9:m:m-|:mr-a1-1=:ci outside In,dm aref llow provisions of this chaptey, “nd
g ofterchc ity inLfaigard wilibe requied o nies Act, 2013,
t::d“:*::a;'::ﬁsmﬂ:y be specified elsewhere under Compa
oTher

: shall, within 30 days of
i foreign company : ion the £41
| " Companies Act, 2013 every : or registration the fo o
% LJIWdebrl. s:m: 3? oi(lr]:: i;};aisi:e:: in India, deliver to the Registrar for reg ‘
- establishment o pla
6 m L
i he charter, statutes or memorandum and ar‘ncle;,fo;fh‘rh; :; u;uen:f::,. hey
ifi the charter, bl ' = .
o nn:::::;:i E:ﬁ:f?:u’ri:; or defining the constitution o; Th:hCO'g:;?:h e Mot
i . #% :
i : ifi lation thereof in
in the English language, a ctar'flfred Tr*un?"aci ol offics of faptocrs;
(b) the full address of the registered or princip

4 ticulars as may be
(c) alist of the directors and secretary of the company containing such par
Prescribed;

' Istration of Fope;
In relation to the nafure of particulars o be provided as above, the Companies (Registratio ign
Carnpunies] Rules, 2014, provide that th

e list of directors and secrefary or equivalent (by whufevr:-j Name

: : ¥ :
called) of the foreign company shall contain the following particulars, for each of the persons included i,
such list, namely:

(a) personal hame and surname in full:
(b) any former hame or names and sy,
(c) father's fame or mother's name 0
(d) date of birth;
(e) residentiq| address:
(f) nationality;

rhame or surnames in full:
I Spouse’s name:

If the present nationalj
(a) Passport Numb
details of 4|

(b income-tax
(c) Occupation,
(d) whether dir

IS not the nationality of origin, his nationg
er, date of issue and country of issye: (
Passports tg pe given)

Permanent account numbep (PAN).
if any:

ectorship in any o

lity of origin;

'f a person holds More than ope Passport then

if applicable:

ther Indian company, (Director Identi

fication Number (DIN), Name
er (CIN) of the company in case of holding direc‘rorship):
tTorship op direc‘ror'ships held by him;

s of opening and ¢|

(k) declaration that none of the

(N

(m) Accordin_g to the Companies (Regls‘rmﬁon of Fore;

foreign company is required Yo deliver 1o the Regi

gn Companies) Rules, 2014 4
Jurisdiction over New Delh;.

o Which qny
strar shall be delivered +o the Regi r hav, <h any |

k y 4 N
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B e e | [T !

ﬁlilli::v: is a folt‘e.ign company in Germany, and it has eblish nplace of business in Mumbai, Explain

i fi:u ::;\In;o:s of ‘I':\e Camlpuni}e‘s Act, 2013 and rules made thereunder relating to preparation and "
atements, as also t |

ot bt e documents to be attached along with the financial statements by

e [LCAI Module, MTP May 24 - 5 marks]

Preparqﬁon and filing of financial statements by a foreign company:

Alu:cor'dlng to section 381 of the Companies Act, 2013:

(1) Every foreign company shall, in every calendar year —

(a) mke cfut a balance sheet and profit and loss account in such form, containing such particulars

and mc}udmg or having attached or annexed thereto such documents as may be prescribed, and

(b) deliver a copy of those documents to the Registrar.

According to the Companies (Registration of Foreign Companies) Rules, 2014, every foreign company

shall prepare financial statement of its Indian business operations in accordance with Schedule TIT or

as near thereto as possible for each financial year including:

(1) documents that are required to be annexed should be in accordance with Chapter IX ie.,
Accounts.

(2) The documents relating fo copies of latest consolidated financial statements of the parent
foreign company, as submitted by it to the prescribed authority in the country of ifs
incorporation under the applicable laws there.

(ii) The Central Government is empowered to direct that, in the case of any foreign company or class of
foreign companies, the requirements of clause (a) of section 381(1) shall not apply, or shall apply subject
to such exceptions and modifications as may be specified in notification in that behalf.

(iii) If any of the specified documents are not in the English language, a certified translation thereof inthe
English language shall be annexed. [Section 381 (2)]

(iv) Every foreign company shall send to the Registrar along with the documents required to be delivered to
him, a copy of a list in the prescribed form, of all places of business established by the company in India
as at the date with reference to which the balance sheet referred to in section 381(1) is made.

According to the Companies (Registration of Foreign Companies) Rules, 2014, every foreign company
shall file with the Registrar, along with the financial statement, in Form FC-3 with such fee as provided
under Companies (Registration Offices and Fees) Rules, 2014 a list of all the places of business

established by the foreign company in TIndia as on the date of balance sheet.

anies (Registration of Foreign Companies) Rules, 2014, if any foreign company
ceases to have a place of business in India, it shall forthwith give notice of the fact to the Registrar,
and as from the date on which notice is so given, the obligation of the company to deliver any document

to the Registrar shall cease, if it does not have other place of business in India.

According to the Comp

n of Foreign Companies) Rules, 2014,
financial statement required to be filed with the

(v) According to the Companies (Registratio
(a) Every foreign company shall, al
Registrar, attach thereto the f .

{. Statement of related party transaction

2. Statement of repatriation

3. Statement of transfer of

ong with the
ollowing documents; namely: -

of profits
funds (including dividends, if any)

_L
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ibed in the Com > 11:
: s are prescri Pafieg
The above statements shall include such other particulars @ h A
€q ove sta 3 1 ) ‘ ; mont Pl '_.-‘ |
(Registration of Foreign Companies) Rules, 20 istrar within a period of 6 fﬂ‘e-c] |
(b) All these documents shall be delivered to the R?Qh the documents relate. N
e financial year of the foreign company to whic

|IM4 . ine whether the following Compan
In the light of the provisions of the Companies Act, 2013, examine
considered qs q ‘Foreign Company':
. M/s Red Stone Limited i a Com
eXecutes bys;

ness decisions qt the
M/s Blye Star Pub|

Customers and 4 e
M/s Xex Limited
mainmin'rng office

es unh‘ i
in Si Directors

pany registered in Smgaporje. The Board of Meets L

ir Board Meeting held in India,

ic Company Limited "egistered in Thailand has authorized Mp. Y in Indiq 10 fing
nter contracts with them on behalf of the Company.

Liability Company registeped in Dubai has installed its main
automati

mputing for its client in India.
[CA Final Noy 2019~
Answep
Relevant rOVision:
. —Provision
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~ ndia. Thus, it can be said that [
shrough electronic mode and is cuMn;ic):;x :;Imfhduubi“*‘/ Company has a place of business in India
Caqpﬂ;}’w',“ fQ{‘EEQ"_CGMPﬂny as per the goml:;:?:: ::Ii";fgl;n India. Hence, M/s Xex Limited Liability
o Mt‘a..,-a foreign com i _ ey AT wroinimt A
Ag:;c:us for Subsgr'ipTio:ao:‘y;::r?::::si:?,:ghing 9 place of business in India, PI"'OP-OSBS to issue J
;racedure of such an issue of prospectus by Ab:-c:a?:lell.';ia consultant of the company, advise on the

-

[ICAT Module]

nswer:

5 sfics*;??:r?g afir::zbc om-P m,"es, Act, 2013, no person shall issue, circulate or distribute in India any

o8 ch % +h29 2 s:rlp'rmn In securities of a company incorporated or to be incorporated outside
Iﬂd_m’ e rd- : | pany has or has not established, or when formed will or will not establish, a place of
pusiness In I.n‘ ia, unless bEfore the issue, circulation or distribution of the prospectus in In::li-:l a copy
thereof certified b{ the chairperson of the company and two other directors of the company as hﬂV;“ﬁ been
approved by resolution of the managing body has been delivered for registration to the Registrar and the
prospecius states on the face Of it that a copy has been so delivered, and there is endorsed on or attached
to the CopY. any consent to the issue of the prospectus required by section 388 and such documents as may
be przscrlbed under Rule 11 of the Companies (Incorporated outside India) Rules, 2014

Accordingly, the Abroad LTd- a foreign company shall proceed with the issue of prospectusin compliance
with the above stated provisions of section 379 of the Act.

Question 6:
Jackson & Jackson LLC, incorporated in Germany, is proposing to establish a business in Mumbai, India. Ifs

official documents are in German language. Whether Jackson & Jackson LLC can file the required

documents with Registrar in the same language.
[ICAT Module]

Answer:

Every foreign company shall,
the documents to the Registrar as per Sec
instruments/ documents are not in the English langua
required for the same and submitted to Registrar.

within 30 days of the establishment of ifs place of business in India, deliver
tion 380 of the Companies Act, 2013, Further, if the original
ge, a certified translation in the English language is

Question 7:
Swift Pharmaceuticals, a Company registered in Singapore, has started its business in India during the
uired documents with registrar within the due

financial year 2016. The Company has submitted all the req
date. On March 1, 2023, Swift Pharmaceuticals has shifted its principal of fice in Singapore. Does the

Compary required to undertake any sfeps due to change in address of principal office.
[ICAT Module, RTP May24]
Answer:
is made or occurs in the documents delivered to the

Section 380 (3) provides that where any alteration dikd i g sl ;
Regist 380, the foreign company shall, within ays of such alteration, deliver to the
f e tinder section lars of the alteration in the prescribed form. The

Registran for registration, a refurn containing the particu :
Companies (Regziz‘lrra‘;llon of Foreign Companies) Rules, 2014, has prescribed that the return containing the

particulars of the alteration shall be filed in form FC-2 along with prescribed fees. Accordingly, Swift
B oustialzila required 10 submit the full address of the new registered or principal office of the

company by March 30, 2023.

Question 8:
ZLimited, a Foreign Company.
the Indian Citizen holds preferen

Japanhas a branch of fice in Hyderabad in India. Mr. Bhartiya,
7 Limited which comprises 10% of the paid-up share capital

incorpor‘a‘red in
ce shares of

. Autside India
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: equity shares of 7 Limitgy ¥
of th company. Deshi Limited, a company incorporated in India holds equity
s ) ' i

ed ,
ing the financial year 2019-20
comprises 45% of the paid-up share capital of the company, During
been alteration |

has failed
laws the ¢

f the Act and i Tty
\ dgpggcﬂon 3800 e- CTan t eco ‘I., _-
ments mentioned un in the light of 4
Jo auk Tﬁf‘wﬁim::x: f::lljiegistmr within 30 days. Analyze in the lig © Wplicy
0 subm| eqa

, ntered into by the foreign C°"ﬂpunp 5
onsequences of failure on the validity of any contracts e [CA Final MTP Apni| 2021 < p
Answer:

Relevant provision:

i cent of the aid-y,
AS per Section 379 of the Companies Act, 2013 wherelnof less Tha?‘ f,::zepeorf a foreign cctnpan}’p‘is h:t
Capital, whether €quity or preference or partly equity e ppete otars incorporated jn Indiq :
Y One or more citizens of Indiq or by one or more companies or bodies corp 0
Y one or mope citizens of India an
whether singly op |
other Provisions of

it were q Company |

» such company shall comply with the provisions o

this Act as may be prescribed with regard to the business carr
Ncorporated in Indiq,

I e to it,
Given case Analysis and Conclusion:
In the above question, the Provisions of the
99gregate of 559, of the Paid-up shape capital of the
company.,

Question 9 [Controversiql Question]
In the light of the provisions of th

e Companies Act, 2013 explain wheth
considered qs o Foreign Company';

i A Company which ha

5 no place of business established
Telemcr-l-ce‘ring inIndia,

n India vet js doing online business through
. A Company which 'S incorporated outside Indiq employs
India,

sa Foreign

According to section 2(42)
corporate incorporated 0

of the Com + Toreign company" means any company or b
utside India which:
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a. has a place of business in India whether by itself or through an agent, phySicaIl{r ar-'throtnﬁﬁ-éll;éﬁ%—iﬂ

mode: and
b. conducts any business activity in India in any other manner.

According to the Companies (Registration of Foreign Companies) Rules, 2014, “electronic mode” means |
carrying out electronically based, whether main server is installed in India or not, including, but not limited

T0= |

Il business to business and business to consumer transactions, data interchange and other digital
supply transactions;

ii.  offering to accept deposits or inviting deposits or accepting deposits or subscriptions in securities
in India or from citizens of India;

iil.  financial settlements, web-based marketing, advisory and transactional services, data base services
and products, supply chain management:

iv.  online services such as felemarketing, telecommuting, telemedicine, education and information
research; and

V.

all related data communication services whether conducted by e-mail, mobile devices, social media,
cloud computing, document management, voice or data transmission or otherwise

In the light of the said provisions of the Companies Act, 2013, as enumerated above:
i. A company which has no place of business in India but is doing online business through felemarketing in
India, will be considered as a ‘Foreign Company'.
ii. A company incorporated outside India which has a place of business in Indiawhether by itself or through
an agent, physically or through electronic mode, will be considered as foreign company.

Thus, a company incorporated outside India which does not have a place of business in India, will not be
considered a 'Foreign Company’

| Author's Note:
The answer of ICAL seems to be based on some literal interpretation which sounds illogical to the
Author. Student may also consider that - Employing an agent in India would technically establish

| Place of Business of India and hence this company will become a Foreign Company as per Sec 2(42).

A company incorporated outside India having shareholders who are all Indian citizens shall be a 'Foreign
Company’

(It is presumed that the company in question is incorporated outside India, so that provisions of section
2(42) of the Companies Act, 2013 can be applied on it)

Author's Note:

Yet again a controversial answer. The definition of foreign company in no way depends on the
citizenship except to the extent provided u/s 379. In this case, the co. having shareholders as Indian
| Citizen will not make it a Foreign Company. The answer of ICAT is incorrect.

Question 10:

Trans Asia Limited is registered as a public company u/s 4(7) of the erstwhile Companies Act, 1956 which
is a subsidiary of Galilio Limited, a foreign company. Trans Asia Limited carries on business in India
describing itself as a foreign company. Can it do s0? State the actions that can be taken against the company
for improper use or description as foreign company under the provisions of the Companies Act, 2013.?

[CA Final Nov 2018-01d]
Answer:

Foreign Company [Section 2(42)]: "Foreign company” means any company or body corporate incorporated
outside India which:

a. has a place of business in India whether by itself or through an agent, physically or through electronic
mode; and

b. Conducts any business activity in India in any other manner.

Companies Incorporate Outside India ) w
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/ ny u/s 4(7} of the e,rs-mhih ;._-,' _
In the instant case, Trans Asia Limited is registeredasa pub!vc czr;r;;a:y et ol
Act, 1956 which i; a subsidiary of Galilio Limj‘red‘, a fo;glgr}ndia e o L -
subsidiary of q foreign company but since it is registered in ) o
cannot describe itself as a foreign company, Hgn

Action against th

e improper use/description as foreian co:
As per Rule 12 of

- r'son or pers, !
the Companies (Registration of Foreign Co.) Rules, 2014, if any pe. Persong

> i oreign company pen: !
carry on business n dny manner under any name or title or description as a foreig Parny regis
under the Act

s shal
or the rules made thereunder, that person or each of ﬂ;iﬁ‘ Eﬁggm foc:"l;nt:':ts's .
registered as foreign company under the Act and rules made Thgreunder, onishalbevibey '9atig,
under section 210 of the Act and action consequent upon that investigation s d9ainst thet |
person,

Question 11:

Mr. Ziyan an Indian citizen holds 25% of the
incorporated in Singapore with q paid-up cap

Rl |
paid-up capital of Laurel Steven Limited, a company which yqe
ital of 10 million Singapore Dollars, Swaraj Limited a com
registered in India holds 30% of the Paid-up capital of Laure| Steven Limited. L
recently established o share transfen office at New Delhi. The
formalities it shou|d observe as q foreign company under the Comp

aure| Steyven Limited has
Company seeks your advice as to Wwhat
anies Act, 203.

[CA Final Nov2017,

42) of the Companies Act, 2013 4
ated outside Tndia which:

by itself or through an agent, physically or through
electronic mode; and
Conducts any business activity

i 'n India in any othep manner.

According to Section 386 of the Companies Act 2013, "Place of business” includes ¢ share transfer op
registration of fice,

Provisions of +his
It were q company Incorporated

In the case given in the question, the following facts ape given:
a. Laurel Steven Ltd. was Incorporated in Sin

9apore and has a place of business
New Delhi; hence, it is o foreign company,

(

share transfen office) in

b. Its shnrehoiding comprises of 25% held by Mr. Zi

Limited which is q company registered in India. Tog
share capital of [ayre| Steven Ltd,

In India or as an Indian Company.

o &

Companies Incornor:



_oorate Laws & Other Laws ) YOUR mBUDDY
- — CA SHUBHAM SINGHAL—

*owever, it may be noted
:::::[.‘l‘d wmr e °:'Y intr::p:j?fs:d_‘“" 379, the application of the Companies Act, 2013 on Laurel
anywhere outside India. usiness carried by it in India and not in relation fo its business

section 380 of the A : !

der'. % i Bt A blac ef ;t',u fo“_"g" company is required to file for registration within 30 days of the
gsfablls .::fﬁﬁed c: efo1h usiness in India the following documents with the Registrar:
:h full addrepz of *he Instrument constituting or defining the constitution of the company.

Ig u 5 dismof e r'zglsﬂ:red or principal office of the company:
T Rt O secretary of the company containing such particulars as prescribed under
Companies (Registration of Foreign Companies) Rules, 2014;
the name and address or the names and address of one or more person's resident in India who is
uufhonze;l for correspondence on behalf of the company.;
‘rhelfU“ 3 dress of the office of the company in India which is deemed to be its principal place of
business in India;

articulars of opening and closing of a place of business in India on earlier occasion or occasions;

Vi,
declaration that none of the directors of the company or the authorized representative in India has

vil.
BV‘:’F been convicted or debarred from formation of companies and management in India or abroad:
an

yili. any other information as may be prescribed.

Question 12:

Tokushia Motors Ltd. was incorporated in Japan. Its share capital is held by the following persons:
(a) Citizens of India - 107%;
(b) Indian Companies- 407
The company has opened its representative o
orders from the Indian Market and make av

purchusers.

£fice in Mumbai on 15th January, 2021, in order to receive
ailable the delivery of Japanese luxury cars o the Indian

ndian Company Law, hence could not file the required documents fo the

The company was not aware of the I
the required documents only on 28th February, 2021.

Registrar. The company could file all
Based on the above facts, answer the following questions:

(i) Whether the provisions of Chapter XXII of the Companies Act, 2013 are applicable on Tokushia

Motors Ltd?
(i) What documents are required to be filed by Tokushia Motors Lid to the Registrar of Companies?

(iii) By what time all the requisite documents shall be filed?
[CA Final RTP Nov 2021 -New]

Answer:
(i) Section 379(2) of the Companies Act, 2013, provides that where not less than fifty per cent of the
ference or partly equity and partly preference, of a foreign

paid-up share capital, whether equity or pre
by one or more companies or bodies corporate

company is held by one or more citizens of India or
incorporated in India, or by one or more citizens of Indiaand one or more companies or bodies corporafe

incorporated in India whether singly or in the aggregate, such company shall comply with the provisions
of this Chapter and such other provisions of this Act as may be prescribed with regard to the business
carried on by it in India as if it were a company incorporated in India.

incorporated in Japan, however its share capital of not
d Indian companies, hence in terms of section 379(2) all
panies Act, 2013, shall be applicable on it.

gh the company was
citizens an
XXII of the Com

In the given case, althou
less than 50% is held by the Indian
the provisions pertaining to Chapter

n company shall, within thirty days of the establishment of its

(i) 1 . 80 foreig
n terms of section 380(1) every Registrar for registration:

place of business in India, deliver to the

. TN B L)
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articles, of the compan = ¥
@ acertified copy of the charter, statutes or men']oranf :}Teacﬁnpany and, if the inﬁﬁ?: ot
Instrument constituting or defining the constitution of in the English language; Ment ju 8

In the English language, a certified translation thereof in

i : any, I
b. the full address of the registered or principal office of the C:a"i‘rl; Ysuch Pt
€. a list of the directors and secretary of the company containing as n‘q”!
prescribed:
d.

erson’s resj 08
the name and address or the names and address of one or more p ident N Tny

authorized to accept on behalf of the company service of process and any notices %
documents required to be served on the company;

e. the full address of the office o
business in India;

: 1 ' i ccasi
f. particulars of opening and closing of a place of business in India on earlier occasion

declaration that none of the directors of the company or the aufhorized represen
has ever been convicted or debarred from formation of companies and managem
abroad: and

f the company in India which is deemed to be its Principq| p[““nf

tative jp Ind
ent in Indiq :

h. any other information as may be prescribed.

Further its sub-section (3) provides that where any alteration is made or occurs in the document
delivered to the Registrar under this section, the

foreign company shall, within thirty.days, of Such
alteration, deliver to the Registrar for registration, a return containing the particulars of th,
alteration in the prescribed form.

presentative office in India on 15.01.2021 i
required to file the docym

ents latest by 14.02.2021 with the Registrar,

Question 13: [Extra-
Qinghai Huading Indy
The Charter / Docum

ordinary question]
strial Company Ltd. Incorporated in Ching e
ents constituting the

ablished a place of business at Mumbqgi
file a certified trans|

Company is in Mandarin Chinese (

Chinese |ocal language). Tt is

ation of above documents with the Registrar of Companies in

India. Who can authenticate the translated charter/documents as per the provisions of the Companies

Act, 2013 and Rules made there under governing foreign companies in case such translation is made at
Mumbai?
Answer:

[CA Final May 2018]
According to Rule 10 of

the Companies (Registration of For
15

All the documents required to be filed with the Regist
language and where any such document is not in En
thereof in English language duly certified to be co

eign Companies) Rules, 2014,
rar by the foreign companies shall be i English
glish language, there shall b

e attached a translation
rrect in the manner given

in these rules.

Where such translation is made within India, it shall

d. anadvocate, attorney or pleader entitled to appe

b. an affidavit of a competent person having, in the opinion of the Registrar, an adequate knowledge
of the language of the original and of English.

be authenticated by-
ar before any High Court: o

In the instant case Qinghai Huadin
India, and they shall be authenticat

Question 14:

Analyze under the provisions of the Companies Act, 2013, whether the following Companies can pe
considered as g Foreign Company:

.~ A Company incorporated outside India and re
in Moscow for maintai

g Industrial company Ltd. can translate +

he related documents within
ed by the persons mentioned under the ab

ove Rules.

gistered in Moscow; Russia has installed i+s main servep
ning office automation software by cloud computing for its client in Indiq

w ( Companies Incorporate Ou ' .
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pom*ed UUTside I“diﬂ empigys ag,en-'-s in India bu.I. hqs n-a' P'uce of businﬂss }

any incorpo i o
Ao::;Pc::'romerg af'"ﬂ; esg;su: o I|ndla and registered in Australia has authorized Mr. X in India fo
: ey ehsrarey ouﬁ'ru?;-r y To.enfer- into contracts with them on behalf of the Company.
Side India and i registered in Mauritius. All the business models,

inancial strategy, i i :
:Ln;:crﬂ raregy. important decisions gre carried and taken out at the Board Meetings held only in

[CA Final Jan 2021 -New]

Foreign Companies) Rules, 2014,

ji. In this case, a company is incorporated outside India and employs agents in India but does not have a
place of business in India. As per section 2(42) of the Companies Act, 2013, foreign company means any
company or body corporate incorporated outside India which has a place of business in India whether
by itself or through an agent, Physically or through electronic mode. Since, the company though
employed agent in India but have no place of business in India, so it cannot be termed as foreign
company.

jii. Inthe given situation, a company is registered in Australia. It has authorized Mr. X in India to source
customers and enter into contract on behalf of the company. Thus, it can be said that this company has
both place of business in India through an agent, physically or through electronic mode; and is

conducting business activity in India. Hence, this company is a foreign company as per the Companies
Act, 2013.

iv. In the given situation, a company is registered in Mauritius. However, it does not have a place of
business in India whether by itself or through an agent, physically or through electronic mode: and does
not conduct any business activity in India in any other manner. Mere holding of board meetings and
executing business models, financial strategies and important decisions in India cannot be termed as
conducting business activity in India. Hence, the above company is not a foreign company as per the
Companies Act, 2013.

Question 15:
Phil Heath Systems Incorporated (PHSI), is a foreign Company registered in Australia and has established
aplace of business in India. The financial statements pertaining to the Indian business operations for the
vear ended 31st March, 2020 were prepared by the Company. Referring to the provisions of the Companies
Act, 2013, advise the Company on the following matters:

. Whether the accounts of the Company pertaining to Indian business operations shall be audited? If yes,

by whom?

. What is the due date for filing the audited financial statements with the Registrar of Companies (RoC)?
li. What is the effect of the contracts entered by an Indian Company with PHST in case PHST has not filed

| financial statements with the RoC? : _
V. In which e-form and within what period, the annual return of the Indian operations of the foreign

€Mpany shall be filed with the Registrar of Companies?
y e fi [CA Final Jan 21 - New]

‘“‘S'Inr:

Phil Heg¢, Systems Incorporated (PHSI), a foreign company, is registered outside India and has a place of
Siness in India. Asit has prapar‘ad financial statements pertaining to the Indian business operations, it

r‘Umpr‘:ll1ita-s: Incorporate Outside India ) w

——



IOURIGNBUDDY W T ( |
—CASHUBHAM SINGHAL— | -

&

SR T = e
3 o =
==

isi lated to companies in
reflects conducts of business activity in India. Therefore, provisions re
outside India shall be applicable to it

Following are the answer in line with said nature of the COpay: ies) Rules, 2014, PHST shq|| get

I According to the Companies (Registration of Foreign C_ﬂmP‘“" acfic;ng Chartered Accountor - |
accounts, pertaining to the Indian business DPe""-‘ﬂ”"S'a_uqﬁed by d Accountants. iy
India or a Firm or Limited Liability Partnership of pracficing Chartered Ac

ii. The audited financial stat

Registrar within a period

ements of Indian business operations of PHSI shall be delivered t, the j
which the documents rela

of six months of the close of the financial year of the foreign company 4,
teie, latest by 30th September 2020.

Provided that the Registrar may, for any special reason, and on application made in writing by the foreiq, n
company concerned, extend th

e said period by a period not exceeding three months e.. latest by 31

December 2020.
lii. According to Section 393 of the € i
provisions of Chapter XXIT 0
incorporated Outside Tndiq'
into by the company or its |

lure by a company to comply with the
chapter XXII deals with ‘Companies

). shall not affect the validity of any contract dealing or transaction entereq
iability to be sued in respect thereof.

In the instant case, non-filing of financial statements by PHST shall not
by Indian companies with PHST.

invalidate the contracts entered

However, PHST shall not be entitled 1o bring in any suit, claim any set
institute any '

off, make any counter claim or
In respect of any such contract until the
statements.

company has filed the financial ‘

Question 16:

|
X Incisa company registered in UK and carrying on Trading Activity, with Principal Place of Business in
Chennai. Since the company did not obtain registration or make arrangement to file Return, the gsT Officer

having jurisdiction, Intends to serve show cause notice on the Foreign Company, As Standing Coynge| for the
department, advise the GST Officer on valid service of notice.

Answer:

[CA Final Nov 2014]
Service of notice on foreign compan

Section 383 of the Companies Act, 2013 ):
According to section 383 of the Companies Act, 2013, any process, notice, op

e deemed to be sufficiently served, i

d to the Registrar under section 380
the address which has been so delivered to the

ay serve the show cause notice by following the

be served ona foreign company shall b
namme and address have been delivere,
left at, or sent by post to,
Hence, the GsT Officer m

"Y Person whose
of the Companies Act, 2013 and

Registrar or by electronic mode.,
above provisions.

Assumption: Tt is assumed that X Incisq foreign company within meaning of sec 379 of the Companies Act,
2013,

Question 17:
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'.\‘No Lﬂtn::Fimacial RePurﬁﬂgr;:;:"‘d‘Pa:ly aglite established place of business in India and fallowing

pati ards (IFRS) and its financial statement being prepared in German

¢ desires to know the following with issi |
g™ nies in India. Its area office is Iacu?rge‘:ir:‘:?ﬁiu::c:ﬁmn T i :

0 .
o ission of financial st :

Submission o ncial statements in Ge, .
) ormat of financial statements qs e IFI;Z’T:n Language;

(i uthentication of its financi
"\ How authen n of its financial state :
(I") Whgfher' fhe documen-,.s can be Sme '1’1- ments IS to b@. dUHE?
itted at the Registrar's office at Mumbai?

()
[CA Final May 21 - New]

Answer* i ,

In the light of the given ﬂ':l*s- following are the answers:
All the do;:’::"? I'E!.','l_.ll!;ed to be filed with the Registrar by the foreign companies shall be in English
language- ! < 'Tf‘c'ﬂ STﬂTemenfs are.in German language and not in the. English language, a certified
ranslation thereofin the English language shall be annexed and submitted to Registrar [Sec 381 (2)]

Format of Financial sl'l'aTemenT as per IFRS:

Rule 6 of Thg Companies (Accounts) Rules, 2014 provides for the consolidation of accounts of companies
in the following manner:

Manner of consolidation of Accounts: The consolidation of financial statements of the company shall

be madziﬂ accordance with the provisions of Schedule III of the Act and the applicable accounting
standaras.

ji. Authentication of translated financial statements [Rule 10 of the Companies (Registration of Foreign
Companies) Rules, 20147:

1. All the documents required to be filed with the Registrar by the foreign companies shall be in

English language and where any such document is not in English language, there shall be attached

a translation thereof in English language duly certifiedto be correct in the manner given in these

rules.
2. Where any such translation is made outside Indig, it shall be authenticatedby the signature and
the seal, if any, of —
(a) the official having custody of the original; or
(b) aNotary (Public) of the country (or part of the country) where the company is incorporated:

Provided that where the company is incorporated in a country outside the Commonwealth, the
signature or seal of the person so certifying shall be authenticated by a diplomatic or consular
of ficer empowered under section 3 of the Diplomatic and Consular Officers (Oaths and Fees)
Act, 1948 or, where there is no such officer, by any of the officials mentioned in section 6, of
the Commissioners of Oaths Act, 1889, or in any relevant Act for the said purpose.

3. Where such translation is made within India, it shall be authenticated by—
(a) an advocate, attorney or pleader entitled fo appear before any High Court; or
(b) an affidavit, of a competent person having, in the opinion of the Registrar, an adequate

knowledge of the language of the original and of English.

. According to the Companies (Registration of Foreign Companies) Rules, 2014, any document which any
deliver to the Registrar shall be delivered to the Registrar having

foreign company is re d to
quire _
i ¢ the documents of MNO Ltd. cannot be submittedat the Registrar's

Jurisdiction over New Delhi Henc
office ot Mumbai

M 18:

lde'“ify which among the following companie

r : 3
“Mpanies Incorporate Outside India ) “

s can be categorized as foreign companies:
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| Condition
Additional Condition ,
ital in India, Sepyy.
Case | Incorporateq R'gifm?d Developed patient's database for a hospital in *rin 3.
laysi Malaysia ve — 1
1 ha e Mﬂlﬂysm F ia but emplws agenfsm i
T____SE___ Oubal | No Place of business in Injlﬂ u I
Lol ings held in Tndia
i o Ifornia | Board meetings he s o compﬁ !
i iat:::;?il: iﬂ;:i?i: 59% of the shareholding held by i I::qu Tndia but hag e |
me Offers & invites deposits from citize
; of business Tn India
R Wy s

According o Section 2(42)
corporate Incorporated

a. Has a place of business in Tndiq Whether by itself or thr
Mode &

of the Comparies Act, 2013, foreign company: means any company gp body
Utside India which:

|
ugh an agent physimfiy or through Eledranic
b. Conducts any business activity in Indiq jn any other manner

For the PUposes of clayge (42) of section 2 of th
e1ec1'r0nleal|y based, whether main server

I Dusiness to business ang business to ¢
‘rrcnsuc‘riuns:

e Act," electronic mode"
Is installed in India op not,

onsumer Tmnsacﬂons, data

means carrying ot
including, but not limited to:
nferchange and gthep digital Supply

as TeJemarke?ing, Telecummuﬂng, telemedicin
research; gnd

all related data Communication Services, Whethep conducted by e-mail, moh;
cloud Computing, document man,

le devices, Social mediq.
gement, voice op datq transmission or otheryjise:

ent of the paid-yp share capita|
o Partly equity ang partly Preference of a foreign COmpany is he|q by ane
Or more ¢itizene of Indiq gp by one o More companies or bodieg corporate Ncorpongtey in Indiq or by one
o More citizeng of India and gne or more companies or bodies Corporate incgppnmfed in Indiq whether
singly op in the Iegate, sych company sha|| comply with the Provisions of 41, Chapten and sych other
Provisions of ths Act as ay be Prescribed with regard to the USINess carmieq o by it in Indig q¢ if it
Were ¢ Company "NCorporated i India,
Based on the above Provisions analyzing eqch cqge as below
.r@lf{e'_ZI_né_qrﬁismtqci_!!i?als*erséff _Additong Conditon |——— " R
| 1 Malaysiq alaysiq | Developed Patient's | Though NCorpopated OUtside T
databgse for g Involved n ‘rrnnsucfing business in
hospital |, India, having place of Buysi gh e
P el ___§§!'_\{E_"'_'_*_1_"!',LE'EH9____'EEQE_HEEW itisaf
2 Dubai Dubai | N Place of buginess i | Since the compan
India byt employs | India, but have
' -' in Indi H t a foreign com
Al ~—1 99ents in Tndiq ——_| Hence not .
3 Califoppiq Californiq Board Meetings held i Mere holding of Meetings in Ind;
India termed qg conducting 5 actiyi
—___1~—=-________q._________‘ India, Hence not q ferelgn company
_mm.._



4 | Australia | Australia | 59% of  the [ Asper the provisions, if not less than 50% of
shareholding held by | shareholding of a foreign company (s held by
an Indian company Indian citizens. It is freated as an Indian

Company. Hence this (s not a foreign
- - company.

T Washington (Washington| Offers & invite Thlsp I: one of the ways of transacting
deposits from citizens | business through electronic modes. However,
of India but has no | this company doesn't have a place of business
place of business India | in India. Hence it cannot be called as a

e e L SR Foreign Compan

"6 | Germany | Germany | 49% of  the As];e? the prpa leans, if not less than 50% of
shareholding held by | shareholding of a foreign company s held by
an Indian Company Indian citizens, it is treated as an Indian

Company, Here only 49% is held by Indian

e — company. Hence this i5 a foreign company. |

W““ B vr T G T *

In case 4 and 6 - Where TCAT says - "It is treated as an Indian Company. Hence this is.nota foreign

[ company”. In this case, the Author believes that the infention of ICAL is fo say that - By virtue of

| Sec 379, the provisions applicable to Indian companies will become applicable to these companies but

| wht’-T?:;;‘" not it is a foreign company depends on whether it complies both the conditions mentioned
u/s 2(42).

! Moreover, in the opinion of Author, the answer of ICAT for Part 2 and Part 5 seems incorrect to me.

' In case where a company incorporated outside employed agent in India, it ideally should be

! considered as foreign company despite not having a place of business in India. Similar argument for
 Part 5. T am hopeful that ICAT corrects its answers when this MTP question actually comes in exam. T
request student to stick to the viewpoint that they agree with. I have already stated mine @) Keep

goingl

Question 19:

1) Elegant Educations Ltd. is a UK based company, engaged in the business of providing on- line
education. It has introduced some certificate courses having duration of 4 to 6 months and any
person can enrol in the courses. The education is provided through on-line classes, webinars and study
materials are supplied through e-mails to the registered candidates. The company is not having any
place of business in India. It is mentioned that all the candidates who have enrolled in the course are
the Indian Citizens residing in India. Based on the above facts of procuring 1007% business from India,
whether the company will be treated as foreign company or an Indian company.

2) What will be your answer if in the above question, more that 557% of that foreign company's paid-up
share capital is held by Indian Companies or Indian Citizens

[CA Final MTP2- Nov22]

Answer:

1) In terms of Section 2(42) "Foreign Company” means any company or body corporate incorporated

outside India which—
a. has a place of business in India whether by itself or through an agent, physically or through

electronic mode; and _
b. conducts any business activity in India in any other manner. _
Further Rule 2(1)(c)(iv) of the Companies (Registration of Fm;eugn Compames)f&u!es, 2014 provides
that for the purposes of clause (42) of section 2 of ‘rhg Ac’r,. elech'om.c mcdg means carrying out
elecfronically based, whether main server is insfaHeld in India or. n.01‘, mclud:ng, but not limited to
online services such as telemarketing, telecommuting, telemedicine, education and information

research,

Companies Incorporate Outside India
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y is treated s foreign company Irrespective
isi n

Thus, from the above provisions the compa

that its 100% business comes from India.

: ital Whe‘l'hg - ii'
ald.up share capital, r‘eq £k
2)  Section 379(2) provides that where rot less than 50% ‘“; Lh:gf-eigﬂ company is held by- %
or preference or partly equity and partly preference, o |
" one or more citizens of India: or _
one or more companies; or d' |
| fe i ted in India; ; i orate incorporgsey .
:::*:: :n:io:]ﬁi;:?::" ﬂIr:di‘:a and one or more companies or bodies corp P edip
Indiq, ' e g
the provisions o pter
Whether singly or in the aggregate, such company shall comply with the p

; : business carpied '
and such other provisions of this Act as may be prescribed with regard to the onby |

: |
it in India as if i+ Were a company incorporated in India. £ i ;
Thus, in the given case, if more that 50% of the paid-up sha.re capital : her:Id ;Y Isnhc:ﬁnﬂmp;mi:;
Citizen it shall be freated as q company incorporate in India and such co pany Y the

Provisions of Section 380 to 386 (both inclusive) and Section 392 and 393 shall be applicable .
Question 20:

Blue Star Inc, is company incorporated in USA, four years back and has no established place of business

in India. The compan h
Emmwjmemﬂgwm

FY.2017-18 4

F.Y. 2018-19

as entered into followin contracts:
: T ——— "0 Tollowing conf
Particulars
| 2
6
F.Y.2019-20

5 !
FY. 2020-21

Prospectus out of which one such form
enter |

To the person +o
ith respect +o securities of Blye
to the following questions; -

an be considered to be included i

Answep:

(i) According to section 388(2)
a prospectus, if it is contaj
reference incorporated ther

of the Companies Act, 201

3, a statement shall
red in an

. be included in
Y report or memorandum dppearing on the face +

hereof o by
ein or issued therewith,

In the given case, the reference of expert's consent statement was given in the Prospectys. Thus, the
expert’s statement shql| be deemed to be included in a prospectus,

(i) According to the Companies (Registration of Foreign Companies)
shall be annexed 1o the prospectus, inter-alia, namely: -
a) a copy of contracts for appeintment of Mmanaging director of g Contract
net reduced into writing, a memorandum giving full particulars thereof:

Rules, 2014, the foIJowing documenfs
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b) a copy of any other material contracts, not entered in the ordinary course of business, bu“l'—.’ i
entered within preceding 2 years. :

In the given case, during the preceding 2 years, i.e., F.Y. 2019 -20 and F.Y. 2020-21, respectively, the
material contracts entered into by Blue Star Inc. are 3 + 4 = 7 and apart from it, one contract has been
entered into with its manager. So, in fotal & copies of contracts would have been annexed with the
prospectus by Mr. Berry. '

(iii) According to section 387(3) of the Companies Act, 2013, no person shall issue to any person in Indiaa
form of application for securities of such a company or intended company as is mentioned in section
387(1), unless the form is issued with a prospectus which complies with the provisions of this Chapter
(Chapter XXIT) and such issue does not contravene the provisions of section 388:
Exception: If it is shown that the form of application was issued in connection with a bona fide invitation
fo a person o entfer into an underwriting agreement with respect o securities.

Blue Star Inc. has, thus, violated provisions of section 387(3) by issuing few application forms without
prospectus. However, the application form issued in connection with bona fide invitation to the person
to enter into an underwriting agreement with respect to securities of Blue Star Inc. can be considered
as valid as such a case is covered by the exception to the said sub-section.

Question 21: .

() Tokyo Ferro Alloys Limited, a company registered in Japan, started its operations in India by
establishing a Marketing Division in Mumbai on 1st April, 2021. Recently, the Company decided to isste
certain securities in India and therefore, is planning to circulate in India, a prospectus offering for
subscription in securities of the Company. Assuming that all the other formalities in this respect have
been complied with, advise the person in-charge of Indian operations regarding the other documents
required to be annexed to the prospectus in order to registered the same, referring o the relevant
provisions of the Companies Act, 2013 and the rules made thereunder,

(1) Vibav Pte, a company incorporated in Singapore is having a liaison office in Delhi. The Liaison office
seeks your advice regarding the documents to be filed with the Registrar along with the financial
statement under the Companies Act, 2013 read with the Companies (Registration of Foreign Companies)
Rules, 2014

[CA Final - Dec 21, MTP May'24]

Answer:

() According to this Section 389 of the Companies Act, 2013 read with Rule 11 of the Companies
(Registration of Foreign Companies) Rules, 2014,

The Following documents shall be annexed to the prospectus, namely:

a. any consent to the issue of the prospectus required from any person as an expert;

b. acopy of contracts for appointment of managing director or manager and in case of a contract
not reduced info writing, a memorandum giving full particulars thereof;

c. acopy of any other material contracts, not entered in the ordinary course of business, but
entered within preceding 2 years;

d. A copy of underwriting agreement; and

e. A copy of power of attorney, if prospectus is signed through duly authorized agent of
directors.

Accordingly, the person in charge of the Indian operations shall be advised in accordance with the
above provisions.

(i) According to Rule 4 of the Foreign Companies (Registration of Foreign Companies) Rules, 2014, every
foreign company, shall, along with the financial statement required to be filed with the Registrar,
attach thereto the following documents; namely: -

1. Statement of related party transaction
2. Statement of repatriation of profits

Companies Incorporate Outside India ) W
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3. Statement of transfer of funds (including dividends, if any).

ibed in the Companies (R,
The above statement shall include such other particulars as are prescribed in the p (ngl
of Foreign Companies) Rules, 2014,

Question 22

: . ‘ 1
RFC Limited has been incorporated in Singapore and has a business place in Mumbai. The company hqg ;
9,00,000 shares of

USD 100 each, consisting of 4,00,000 equity shares and 1,00,000 pmfe;""cf" SH?":‘,‘
The issued share capital is fully paid up except 5,000 preference shares where USD 50 pe.; “areis Unpaig
RIW, an Indian citizen is holding 26,000 preference shares which include. 1100 paIFTlY pai i }‘P shareg ang
Ronte Limited Incorporated in New-Dehi (India) is holding 2,23,500 equity shares in RFC Limited,
The Registrar of Companies issued notice ynder Section 379 of the Companies Act, 2013 ad
Person whose name and address has been delivered to the Registrar by RFC Limited for co
the Companies Act, 2013 for foreign companies.
The above notice was Delivered at the address which
Companies.
Answer the fullowing, referpin

9 to the provisions of the Companies Act, 2013:
(i) Whether RFC Limited is a

foreign company?
(i) Whether service of notice by the Registrar of companies is valid?

T —

dressed +, the
mpliance Undep

was given by RFC Limited to the Registrgp of

Answer:

(i) Whether RFC Limited is q Foreign Company?
As per Section 2(42)

of the Companies Act,

[CA Final May 22]

corporate incorporated

Further, in the light

capital, whether equity or preference or partly equity an
incorporated outside India is held by one or more citizens o
corporate incorporated in India, whethep singly or in the
comply with the Provisions of Chapter XXIT and such

with regard to the business carried on by itinIndiaas if it were a company
379(2)]

d partly preference,
f India and one or mao

In the given case, RFC i gapore has a

business place in Mumbai. The Company
has issued 5,00,000 shares of USD 100 each l.e., of USD 5,000

0,000 comprising of Usp 4,00,00,000 ,
equity share capital (i.e., 4 lac* UsD 100) and UsD 1,00,00,000 preference share capital (i.e1 |qe * UsD ,
100),

As the issued capital was fully paid up except 5,000 preferences shares (i.e., 5000* 50= Usp 2.50.000}’ |
so, total paid up share capital of the RFC limited is: i VTR
[ Equity Share Capital

e
Preference Share Capital (Full Paid) _ o L N _U'Stl?f_)U
Preference Share Capital (Partly Paid) e S %23_2_@70?_
Total Paid up Share Capital _ = == = e UEDE 1.97.50,0

As per facts shareholding by RIW, an Indian citizen is USD 25,45,000 P"Efe""»"fie share capital (ie.
26,000 sharés *USD 100- 1100 shares * UsD 50) and Ronte Limited incorporated in New-Delhi (India)

is holding UsD 2,23,50,000 equity share capital (ie., 2,23,500 *USD 100) in RFC Limited. Aggregate
shareholding is Usp 2,48,95,000.

-~
w ( Companies Incorporate Quts
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As per requirement of Section 379(2), RTW, an Indian citizen and Ronte Limited incorporated (an Indian

Company) were holding more than 50% of the shareholding (i.e. 50%* USD 4,97,50,000 = 2,48,75,000)
in RFC Limited.

Ther-zfor.'e:, RFC Ltd. is not only a foreign company as per Section 2(42) but shall also be complying with
the provisions of Chapter XXII and other provisions of this Act with regard to the business carried on
by it in India, as if it were a company incorporated in India as per Section 397(2).

(i) Whether service of notice by the RoC is valid?
Yes, the service of notice by the Registrar of Companies is valid in the light of Section 383 of the
Companies Act, 2013. According to the provision any process, notice, or other document required to be
served ona foreign company, shall be deemed to be sufficiently served, if addressed to any person whose
name and address have been delivered to the Registrar and left at, or sent by post fo, the address which
has been so delivered to the Registrar or by electronic mode.

Question 23:

A company incorporated in France, with limited liability, established an office in Baroda, and started

conducting business activity from its place of business. In compliance of Section 382 of the Companies

Act, 2013, it conspicuously exhibited a name board outside its office, with the name of the company in

English in big black letters. In three days, the company received a notice from the Registrar stating that

it had not properly complied with the requirements of Section 382 of the Companies Act, 2013. Mention

the areas of lapses of the foreign company, which would be mentioned in the notice.
[CA Final MTP1- Nov 22]

Answer:

According to Section 382 of the Companies Act, 2013,

» every foreign company shall conspicuously exhibit on the outside of every office or place where it
carries on business in India, the name of the company and the country in which it is incorporated, in
letters easily legible in English characters, and also in the characters of the language or one of the
languages in general use in the locality in which the office or place is situate;

» if the liability of the members of the company is limited, cause notice of that fact:

() tobe stated in every such prospectus issued and in all business letters, bill -heads, letter paper,
notices, advertisements and other official publications of the company, in legible English
characters; and

(i) to be conspicuously exhibited on the outside of every office or place where it carries on business
in India, in legible English characters and also in legible characters of the language or one of the
languages in general use in the locality in which the office or place is situated.

After taking into account the provisions of Section 382 of the Companies Act, 2013, the following are the
lapses by the company:

() The company has exhibited the name of the company in English but it has not displayed the name of
the country where it was incorporated. Further, it has not displayed both the facts in the local
language or one of the languages in general use in the locality in which the office or place is situated.
L.e., Baroda,

(i) Further the company is one where the liability of members is limited. The fact that the members
liability is limited has not been conspicuously exhibited on the outside of every office or place ie., in
Baroda, in legible English characters and also in legible characters of the language or one of the
languages in general use in the locality i.e., Baroda.

The above lapses would have given rise fo the notice from the Registrar.

Companies Incorporate Outside India ) w
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Mﬁ;::: having an argument aI:EL:I:i:h u”e.md Ac‘f“”"hmﬁ have met in a conference for CA students.
ofession o guide them about 1hmeqmng. of Financial Year. They have approached you as a senior in

the P’ e meaning of Financial Year as per the provisions of the General

t, 1872. Also, bri .
(louses AC 0, brief them about the difference between a calendar year and financial year.
[RTP May 21]

et o

What is sFinancial Year” under the General Clausesazf 18977
[ICAT Module]
| : OR
A confusion, regarding fhe- meaning of ‘financial year arose among the financial executive and accounfant of
o compary. Both were hav!ng different arguments regarding the meaning of financial year & calendar year.
What is the correct meaning of financial year under the provision of the General Clauses Act, 18977 How it

is different from calendar year?
[MTP Nov 22, MTP-2 Nov 23, MTP May 24- 4 marks]

Answer
EJ_@EE'M ACCOF‘dlﬂg_‘ro section 3(21) of the General Clauses Act, 1897, financial year shall mean the
ear 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 General Clauses Act, Year means calendar year

which starts from January fo December.,

from first day of April but

Difference between Financial Year and Calendar Year: Financial year starts
Calendar Year starts from first day of January.

Question 2

Viyas owned a land with acknowle
fifty trees) fo Yash. Vyas wants To know whether
property. Advise him with reference to provisions of

[May 18, RTP Nov 19, MTP April 19, Oct 19,
OR

r the General Clauses AcT, 18977

dgment due. He sold his land and the fimber (obtained after cutting the
the sale of timber fantamount to sale of immovable

“General Clauses Act, 1897".
March 21, March 22, RTP May'23, RTP May'24]

What is “Immovable Property" unde
[LCAI Module]

Answer
"Immovable Property” [Section 3(26) of the General Clauses Act, 1897]: Tmmevable Property’ shall include:
() Land,
(i) Benefits to arise ouf of land, and
(iii)  Things attached fo the earth, or
the earth.

(iv)  Permanently fastened to anything attached fo

nts: land, benefits to arise out of land, things attached

y fastened 1o anything attached to the earth. Where, in any enactment,
egative and nof exhaustive, the definition as given in the

given in that enactment.

It is an inclusive definition. LT contains four eleme

o the earth and things permanent
the definition of immovable propeé
General Clayses Act will apply to T

The General clauses Act, 1897 )

rty isin the n
he expression
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N S L e LT _ cutting trees) of o
In the instant case, Vyas sold Land along with timber (ogfqlﬂei;’;:rpropzrm h"“"‘"m*-fr':‘ybet"
trees of his jand, According to the above definition, Land i:}::‘:ﬂ”h.
be immovabe Property since the same are not attached to

are immovable pp B

Extra note - Trees are benefits arise out of land & attached to earth, hence P OPerty,

Question 3 ;\
What is q Document qs per the Indian Evidence Act, 18727 [IATP Mgy o
Answep

As per Indign the Evidence Act, 1872: 'Document": Generally understood, a document is & Popeniog Other
materia| thing giving

N ; j
information, proof or evidence of anything. The Law defines document" in QMore
Technical fopm,

s of letters, figures or marks or by more than one of those Mmeans, _injtended
1o be used, or which may be used, for the Purpose of recording that matter. For Example: A writing is o
document, any i

Question 4

Ayush and Vipul are good friends and PUrsuing CA course, While doing group studies for
“Corporate and Othep Law" they are confused aboyt the provisions of section 3 of the
2013. Section 3 Provides A company may be formed fon any lawful purpose BY...couoe.... ™ Both Ayush and

Vipul are in difficulty about the Meaning of word ‘may”, Whether i should be taken gs mandatory op
direc*rnr-y?

the words "may and shal|* can be interpreted inferchungeabiy dep
intention of the legislatop.

(Nov 19, Noy, 20]
Answep

“Affidavit" [Section 3(3) of the Genepal Clauses Act, 1897]: ‘Affidavit' shql| include affi

declaration in the case of persons

by law allowed o affirm or declare instead of swearin

'S inclusive in natupe, It states that Affidavit shall include affirmation and

nition does not define affidayit. However, we can understand this term in 9enenq|

Parlance. Affidayit s a written statement confirmed by oath or affirmation for use as evidence in Coypt
or before any authority,

“ ( The General Clauses Act, 1897

-
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K :‘::d indulging in smuggling activit
"nmrm: r enquiries. Was the purchase m:;; :“'z; K purchased diamond ornaments honestly without
mdi‘ 2%97 50 as to convey good title? n Good faith as per the provisions of the General Clauses
Ach

[Nov 20]

pswe” .
;n 5 instant Cii‘s- ::; m"‘ihﬂzel of diamond ornaments by Mrs. K from a Jewellary Shop, the owners of
hich gre notor! uiged in smuggling activities, made in good faith, will m?mﬁv;; good title.
Asper “’,‘*f°“f3 523) of;he Gelneral Clauses Act, 1897, a thing shall be. deemed to be done in "good faith”
where 1t 5 Igg:; 5 cjni: *T::f: YI' ';vhe‘rhar- 1 i done negligently or not, The definition of good faith as is
gznﬂ"’w . = TndianC vil law and which may be taken as a practical guide in understanding the

pession In the Indian Or?‘fmc* .ACT' 1872 is that nothing is said to be done ingood faith which is done
ithout due care and afrenhon as Is expected with a man of ordinary prudence Agn honest purchase made
5 srelessly without making proper enquiries cannot be said to have been made in.good faith so as to convey

gwd title.
qustion 7=
vThe act done negligently shall be deemed to be done in good faith." Comment with the help of the

vaisiﬂﬂs of the General Clauses Act, 1897.
[Jan 21, MTP-2 May'23]

OR
What do you understand by the term 'Good Faith'. Explain it as per the provisions o
Act, 1897. Mr. X purchased a watch from Mr. Y carelessly without proper enquiry. Whether the pur

made could said to be made in good faith.
[Nov 19]

f the General Clauses
chase

OR

do you understand by the term ‘Good Faith. Explain as per the provisions of the General Clauses

What
Act.
[MTP Aug 18, March 19, Nov 20]

sumed to have been done
thing shall be deemed to

Answer

Ingeneral, anything done with due care a
ingood faith. But, according fo section 3(22)
be done in "good faith” where it is in fact done
al Clauses Act is one of fact. It is o determine with reference
stood that the General Clauses Act, 1897
constitute the thing done in good faith and
d as done in good faith as per the

nd attention, which is not malafide is pre
of the General Clauses Act, 1897, a
honestly, whether it is done negligently or not.

The question of good faith under the Gener:
to the circumstances of each case. T+ is therefore under
considers the honesty in doing the Act as a primary test 10
therefore the act done honestly but with negligence may also be ferme
General Clauses Act, 1897.
od differently in different enactments. This definition of the good
ains a special definition of the term “good faith" and
be followed. This definition may be applied
is g0, the definition is not applicable.

The term "Good faith” has been defin
faith does not apply to that enactment which conf
there the definition given in that pnr‘rlcuiar enactment has to

only if there is nothing repugnant in subject or context, and if that

Question 8

Income Tax Act, 1961 provides that the gratuity paid by the government fo ifs employees is fully exempt

from + : e of the ferm ‘government’ and clarify whether the
ax, xplain the scop
You are required fo X he State Government Employees? Give your answer

®mption from : || be available to
gratuity income wi 1897
M accordg ; General Clauses Act, :
nce with the provisions of the T o

The General Clauses Act, 1897 )

T Y TN
” a Jewellery sho "
Y Shop o purchase diamond ornaments, The owners of jewellery shop are.
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‘or ‘the Government' Sha]_l}’l- .
oy Act, 1897, 'Government' or

According to section 3(23) of the Gereral Clauses 1 ;

both the Central Government and State Government.

Hence, where

ver Go n + 1 vernment and State Gow:r'n o
‘Government" is used, i will include Central Governm: Meng

. word _
both. Meps

; i nment to its emplo
Thus, when the Income Tax Act, 1961, provides that gratuity paid by the gover

Yees ig
i [ the State Gover
Ully exempt from tax the exemption from gratuity income will be available to the hens
employees qlsg. |
Question 9 2 JE
Elucidate the term “Commencement* as per the General Clauses Act, 18 e, n "
Answer

Section 3(13) of the G
"Commencemenf”

or Regulation, shall mean the day‘on'which the Act gp
REQUiCITicn comes into force,
Curning i

to the process by which
Iegislafion_ regu!a‘rions, tr

al force and effect.

¢ Ugust 2013 and wqg

NTorcement ection 1 of +h
Accordingly +he Companies Ac4 2013 came jnt nforcement the d ' icati < ek
Gazeﬁ-:g : “ameinto enforcemep, o The date of jtg Publicatiop | the Offic; |
Question 11

"Whenever an Ac
effect of repeq|

tis repealed, i
under the Gen
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raﬂ'ﬂ"""" nat enfaroed o praweg g
24

o\ ;o

| : Metmant so repaaled or anything duly done or suf fered |
t, privi '

X ::f"" oy '?: privitege. obligation an liability acquired, acerusd or ingurred under any enaetment
, Affect any penalty, forfeiture o

enactment 50 repealed; o

5 Aff«f any lnquiﬂr. Iiﬂgoﬂon or mmldy with Ngurd 1o such ¢l vl Iy
' ' ; i For anaibility or
v inguiry, hﬂsnﬂon o th‘ly may be Initiated, continyad m'nl::llpi'l; l'ﬂ. iy i

e
akun briefly any four effect iz p—
E?}k"r::::r:\ll Ehnus Ac:, :‘Bl;YT"‘Pﬁtll of an existing Act by central legislation enumerated In Section-

Punishiment ingurred (1 respact of any of fence committed agains!

(May 18]

Answer
According ‘r;)h-‘-'ei:i:* 6 fﬁf "‘M_: (mm_ul Clauses Act, 1897, where any Central legislation orany regulation
afﬂr ¢ commencement Gf ﬂﬂs Act |‘ﬁp¢!ﬂ|g any Atr F“ﬂ[rﬂ or YE’ to h‘ ”'II.'H.I';-, “nh T t"-m“l!l- ’“"1'"].".
exists, the repeal shall not:
i  Revive anything not enforced or prevailed during the period at which repeal 18 effected or
i Affect any right, privilege, obligation or liability acquired, accrued or incurred under any
enactment so repealed: or
ji.  Affect any penalty, forfeiture or punishment incurred inrespect of any of fence commit tad agains?
any enactment so repealed; or
. Affect any inquiry, litigation or remedy with regard to such claim, privilege, debt or responsibility
or any inquiry, litigation or remedy may be initiated, continued or ingigted.

Question 13

As per the provisions of the Companies Act, 2013, a whole time Key Managerial Personnel (KMP) ghall not
hold office in more than one company except its subsidiary company at the same time. Referring to the
Section 13 of the General Clauses Act, 1897, examine whether a whole time KMP can be appointed in more
than one subsidiary company?

[RTP Nov 20, MTP Aug 18, Nov 23, May 24 - 4 marks]
Answer
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 its subsidiary company at the same time. With respect to
the issue that whether a whole time KMP of holding company be appointed in more than one subsidiary
companies or can be appointed in only one subsidiary company.

It can be noted that Section 13 of General Clauses Act, 1897 provides that the word 'singular’ shall include
the ‘plural’, unless there is anything repugnant fo the subject or the context. Thus, a whole time key

managerial personnel may hold of fice in more than one subsidiary company as per the present law.

Question 14

Komal Ltd. declares a dividend for its shareholders in its AGM held on 27" September, 2018, Referring
10 provisions of the General Clauses Act, 1897 and Companies Act, 2013, advice:

BTle dites g which Komal Ltd. is required to pay the dividend?
ii. The dates during which Komal Ltd. is required to transfer the unpaid or unclaimed dividend to unpaid

dividend ac ?
count [Nov 18, MTP May 20, MTP May'24)
OR
int of dividend remained unpaid/unclaimed on expiry of

The . the amot
ni 13 provides that the !
Companies Act, 2013 p shall be transferred to unpaid dividend account within 7

£l days from the date of declaration of dividend

' The General Clauses Act, 1897 ) “
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il s —

————— days is 30
iry date of such 30 day 0.
| ry of such period of 30 days. I the e i "equineq g,
days from the date of expiry of su hich the unpaid/unclaimed di isions oF the el Clnusg‘s_
ke nr*bobe:oi‘;;m in the light of the relevant pro Ay
transferred to a separate bank q
18972

Moy
R ‘ 30/09/2017. Un
ting held on
I Ltd. declared dividend for its shareholder in its J\nnm!&eneral Me;gc?fred vidend Gt =
E: Cirozis'io:: ::rthe Companies Act, 2013, company is required to pay
e

pe 5
mm Act, 1897, discuss what ill

from the date of claration. As per the provisions of the Gena;cg -C‘-!;::Zs
j | | .
€ commencement and termination time for posting of declared div Will be

[MTP March 18, Oct 18)
Answer

As per section 9 of the General Clauses Act, 1897, for com
legislation or regulation, it shqll

or any other period of time to use the word “from* gng for
days or any other Period of time, to use the word “to"

I. Payment of dividend: Tn the given i

Annual Genepal Meeti
Act, 2013,a company |

putation of time, the section states that inq
! i :
be sufficient, for the purpose of excluding the first i,

S required to pay declared dividend

within 30 days from the date of declur'uhon_
i.e. from 28/09/2018 1, 27/10/2018. Tn this series of 30 days, 27/09/2018 will be excluded and last
day ie. 27/10/2018 will be included.
ACC"Pdi”Qi‘I, Komal Ltd, wil| be required 1o Pay dividend within 28/09/2018 and
inclusive)

Provisions of Section 124

of the Companies Act.
d by q company but has not been, pai
the dec|

d or claimed within 30
aration, to any shareholder en: itled to the Payment of the dividend,
the company shal|, within, 7 days from the date of EXpiry of the said Period of 30 dq
total amount of dividend which remain

S Unpaid or unclq;
company in that behalf in any scheduled bank to

Therefc:'e, Komal L+d shall

Transfer the un
Oc‘ruber, 2018 t¢ 3rd Nove

Paid/unclaimeqd dividend o
mber, 2018 (bot

h days inclusive),

(2) The Securities ang Exch
Amendmen‘r) Reg

ange Board of India (1
from 1st Januar

Ssue of Capitq| and Disclosyp
ulations, 2015 Was issued by SEBI y ifi

e RequiremenT
Yy, 2016,

s) (Fifth
ugust, 2015 wi

th effect
Answep

General Clayses Act, 1897, where any Central Act has n
Particular date 0 come into force it shall be i

ate of znforcemerﬁ i

enforce ch date,

ment from sy

Thus, in the

given question, the sgpt (Issue of Capital and p;
Re.gulaﬂons, 2015 shaq|| come |
in the

into enforcement
9azette,
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WL B el W D i
t from ‘deletion’ of provision, Expin. ”

M‘:ﬂ pgpura Gam Dharmada Milkat Trust s,

Rmtuji i i ided that
e | of ovision is in distinction from 'delet Muji Ramaji, ATR 1994 6uj 75 case, it was decided tha

e £ ion' of provision, ! ' ordinarily brings about complete
P"i?ea fion (ﬂbf‘h*“’") Ofd'fhe prm:wan as if it nevep eEisfed, :hefzg:a;f:::rinr;IZIhi'lnogi'nser'enf r'igh*sp and
u:ilﬁ quseS of action rgla'reh to T.:E rept_‘»aled' Provision while 'deletion' ordinarily takes effect from the date
uf |egislnf""‘_°ff“*'"9 the said deletion, never 1o effect total effecting or wiping out of the provision as
iuf it never existed.
tion 17 4
.ﬂ'&c. are TWo ways to reach city A from city B. The distance between the two cities by roadways is 100

nsond bY water ways B0 kms. How is the distance measured for the purpose of any Central Act under
ne provisions of the General Clauses Act, 18977
t

[Nov 20]

Answer : . :

" sasurement of DISTGI'ECES [Section 11}: In the measurement of any distance, for the purposes of any
tral Act or ‘REQ‘-"‘J*"’" made after the commencement of this Act, that distance shall, unless a

different intention appears, be measured in a straight line on a horizontal plane.

18

o and VK had a long dispute regarding the ownership of a land for which a legal suit was pending in the
court, The court fixed the date of hearing on 29.04.2018, which was announced to be a haliday
qbsequently by the Government. What will be the computation of time of the hearing in this case under
the General Clauses Act, 18972

[Tan 21, MTP-1 May 23]

OR

Ajit was supposed to submit an appeal to High Court of Kolkata on 30th March, 2020, which was the last
doy on which such appeal could be submitted. Unfortunately, on that day High Court was closed due to
total Lockdown all over India due to Covid-19 pandemic. Examine the remedy available to Ajit under the
provisions of the General Clauses Act, 1897.

[July 21]
Answer
Aecording fo Section 10 of the General Clauses Act, 1897, 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
aprescribed period then, if the Court or office is closed on that day or last day of the prescribed period,
the act or proceeding shall be considered as done or taken in due time if it is done or taken on the next
?Wﬂﬁ&rwcrds on which the Court or office is open.
in the given question, the court fixed the date of hearing of dispute between PK and VK, on 29.04.2018,

#hich was subsequently announced to be a holiday.

Applying the above provisions we can conclude that the hearing date of 29.04.2018, shall be extended to
The next WUi“klng dﬂy.

Question 19

E

Mine the validity of the following statements with reference to the General Clauses Act, 1897:
| .

* Insurance Policies covering immovable property have been held to be immovable property

i, : {0
e word "bullocks" could be interpreted fo include “cows.

[July 21, MTP-2 May 23]

The General Clauses Act, 1897 z w
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- Answep be immovable !
i.  Insurance Policies covering immovable property have been held to Prope Wy
- statement is not valid. i o
Insurance policy is a written document containing an agreemznf beh::: no: :2:::‘;9" 2? o
includes a matter intended to be used or may be used for the purp "9 of the

: d i
Hence, the insurance policies covering immovable property is not covered under the defini
immovable property.

ii. " The word 'bullocks could be interpreted to include ‘cows": This statement is not valid. o
Where a word connoting a common gender is available but the word used conveys :1 Specific :
there is apresumption that the provisions of General Clauses Act, 1897 do not apply, Thus, 'fheww
‘bullocks' could not be interpreted to include 'cows'.

Question 20: e

Examine the validity of the following statements with reference to the General Clauses Act, 1897, %
Board of Directons of Sabarwal Construction Private Limited authorised by passing resolution in boge|
meeting Mr. Munim +o appoint five employees for accounts department of company. Mr. Munim q

five employees including M, Rupal who was relative of one of the director of company. After one Month,
Mr. Munim observed that Mp. 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 d

1SMissg|
order is not valid as Board of Oirectors had authorised Mr. Munim only for appointment of employees not
for dismissql, Whether is Mp. Rupal correct with his words?

[MTP April 22, May 24)
Answer

As per the Provisions of section 16 of the Generql Clauses Act 1897, the author
being power to make the appointment shall also have Power to suspend or dismis

ity having for the time
whether by itself op any other authority in exercise of that power

S any person appointed

Mr. Munim was appointed

n board meeting of Sabarwal Construction Private Limited to appoint five
employees for accounts de

partment of company. Mr. Munim appoi

he issued the order of dismissal o one of those five employees. That employee filed an application in the
court challenging the validity of dismissal order with the words that Mr. Munim was authorised only for
appointment of employees not for dismissal.

On the basis of above Provisions and facts of the case. M. Rupal
as per the Generq| Clauses Act, 1897, power to appoint includes p
Munim has power +o distmiss Mr, Rupal,

Was not correct with his words because
ower to suspend op dismiss, Hence, M.,

Question 21

What is the effect on the implementation of the Rules that o

re issued between passing and commencement
of enactment. Explain qs p

er the provisions of the General Clauses Act, 1897,

[MTP Oct 18]
Answer :

"Making of rules or b e-laws and issuing of orders between passing and commencement of enactment"
~Cxing of rules or by

[Section 22]

Where, by any Central Act op Regulation which is not to come into forcelimmediuteiy. on the Eassling
thereof, a power is conferred to make rules or bye-laws, or to issue orders with r*esi.qpec'r to lthe application
of the Act or Regulation or with respect to the establishment of any Cour*lf or ; e aip:}:';“?;::l o:: any
Judge or officer thereunder, or with respect to the person by whom, or the time wAerJir, or ! Elaﬁo w fT‘m'
or the manner in which, or the fees for which, anything is to be done under; :ﬁ: . E :ml:sg : e~I:;st en
that power may be exercised at any time after passing of the Act or Reiua rfn,r; u’aﬁ;n.y or
orders so made or issued shall not take effect till the commencement of the Act o Lo

w ( The General Clauses Act, 1897



o el
W e s e to ryle
Wlwu'ﬂhm red in Section-23 of the Generq| Cluuiezr‘!z

e-laws bej

agy "8 made after previous publications oS

Nov18]

any Central Act or Regulation,

c,'m the condition of the rules or bye-| laws is expressed to be given

aws b
911\;"I'cgimﬁ shall apply, namely: €ihg made after previous publication, then the following
Pﬂ?\n publish of proposed draft rules/ bye - laws: Th '
(i iqws shall, before making them, pupjish d:uﬁT:?ﬁ

ty having power to make the rules or bye-
information of persons likely to be affecteq thereby:

the proposed rules or bye-laws for the

ish in the prescri ; ;
To publish in the prescribed manner: The Publication shall be made in such manner as that authority

() be sufficient, or,
deems to be sufficient, or,if the condition with :
manner as the Government concerned pr-esq,.ibesfespe” to previous publication so requires, in such

Notice annexed with the published draft: Th i
Notice o _ : There shall b [ :
FPecrf‘rmg a date on or after which the draft will be taken ifrriu:::: RV

(i)

deration;

() Consideration on suggestions/objections received from other authorities: The authority having
power fo 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 authority also shall consider any
objection or suggestion which may be received by the authority havi ng power to make the rules or
bye-laws from any person with respect to the draft before the date so specified;

V) Nﬂfifie'fl 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 after previous
publication shall be conclusive proof that the rule or bye-laws have been duly made.

Question 23
M. Ram, an advocate has fraudulently deceived his client Mr. Shyam, who was taking his expert advise on
taxation matters. Now, Mr. Ram is liable to a fine for acting fraudulently both under the Advocates Act,
1961 as well as the Income Tax Act, 1961, State the provision as to whether his offence is punishable
inder the both the Acts, as per the General Clauses Act, 1897.

[RTP Nov 18, MTP April 21]
Answer
Provision as to offence punishable under two or more enactments” [Section 26]: Where an act or omission
constitutes an offence under two or more enactments, +hen the of fender shall be liable to be prosecuted
ond punished under either or any of those enactments, but shall not be punished twice for the same
offence.
Thus, M. Ram shall be liable to pumshed under the Advocates Act, 1961 or the Income Tax Act, 1961, but

Shall not e punished twice for the same offence.

Question 24

atis the meaning of 'Official Gazette' as per the pr

:';mer
k:':i“i Gazette" [Section 3(39) of th

ovisions of the General Clauses Act, 18972
[Nov 22]

General Clauses Act, 1897] ‘Official Gazette' or 'Gazette' shall
e

M licable to making of rules o
sions > r bye-laws ! ‘
stl 0 18971 after I'evious publications [ Section 23 of the General

1
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Gazette of India, or
El?) 2: Of:‘lciul Gazette of a state. R

.8
men ! )
nal and cn T kgcfﬂ::s:ing and Urban Affairs. As g I’"
our | et s rt
t of Pub!icaflin, Ml:;i::enf. Tt 1s quthentic in content ﬂceupmw
pom the 9o

| g
d decisions. The gazette is printed by the Go%}
licies an

' blic |
The Gazette of India Is a pu
published weekly by the Depar'_frnein s
journal, the Gazette prints official no oy
strictly in accordance with the Government p

of India Press. 4 ‘::'h

: : knawledgmeﬁ’r'due' is
e I i Stered pos'r ac :
A ot mwf':.n required under the Stafutory [ileg 1o O¢ se:f bzf ;?‘iisumpﬁ"” regarding serving of noticg
notice " tection ' he G
Ty Whether the pro : isions of the Generg|
s :Y "Bf:S:';‘:f ’rio: ;;’:Ial Cfc:mes Act is tenable? Referring to the prov
by "registered post” u

i e.
Clauses Act, 1897, examine the validity of such notice in this cas [RTP May 18, May 19)

OR

7?

' | he General Clauses Act, 189

What | meani e by post as per provisions of t 3 o

G e oii“sgﬂ:wlcﬂ, MYTF; April 19, May 20, RTP May 21, M TP Nov 22, MTP-1 Nov 23- 3 marks]

Aneer islation or regulati
As per the provisions of Section 27 of the General Clauses Act, 1897, where ary I?c::iaf‘;iz ‘;er‘:g; sh:;:
requires any document to be served by post, then unless a different intention appears,
be deemed to be effected by:

(i)  properly addressing,

(i)  pre-paying, and

(i)  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’, then, if notice was sent by registered post' only

said rules. However, if such provision was not provided by such statutory
by registered post only shall be deemed to be effected.

it will not be the compliance of
rules, then service of notice if

Furthermore, in similar case of In United Commercial Bank v. Bhim Sain Makhij
notice when required under the statutory rules to be sent by registered post
Instead sent by ‘registered post’ only, the protection of presumption regarding
registered post' under this section of the Act neither tenable not based upon so

Question 26

Mr. A (landlord) staying in Delhi, rented his flat of Bengaluru to Mr. B (tenant)
be paid annually. An agreement was made between them that during the tenan )

Ja, AIR 1994 Del 181: A

OR [(Nov 22

Ar: Mike has lent his house Property to Mr. Wise at a monthly rent of Rs. 15,0000 per month,

g The
rent agreement was due +o €Xpire in near future. However, Mr. Mike does not intend to cuntinu:e:;g

:f;::n:lzngznd he has sent a notice to Mr. Wise for the termination of the agreement, Mr, Wise on 8 ].
and does not want to vacate the Property and hence has returned the notice with an end :

orsement l
m‘m_l e vlalobiln, . . - ( The General Clauses Act, 1897
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, M. Wise has contended that fhe p, =z

I vacate the property. As per the P!‘ovisions"::ice Was served to him and hence there is no need |
sarved to Mr. Wise, the General Clauses Act, 1897, discuss whether

f |
I3 [MTP Aug 18]
w*" gction 27 of the General Clause Act, 1897, 1.0

s¢ d by post, th i any legislation o ulation requires any
o 3 heibli post.Then tnless a different intention l'-':lfzars, saricn aillbe daermed fo be
nd b}"

ffe" operly addressing

s(i} paying, ancli

(i) posﬁ"'g by registered post.
(i)

$
Gulati Vs, ' -

%ﬁg"‘t w::mfe etered iffmfw >inah alias Mangal Singh, ATR 2013 All 69, it was held that where
notice sent by reg P O person concerned at proper address is deemed to be served upon
him in due course unless contrary is proved.

) In Jagdish Singh Vs. Nathu Singh, AIR 1992 5¢ 1604, it was held that where a niotice is sent by the

[ -
andlord by registered post and the same is returned by the tenant with an endorsement of refusal,
+ will be presumed that the notice has been served.

Ino'h"r words, Endorsement ‘not claimed/not met’ is sufficient to prove deemed service of notice.

1y the given question, Mr. A has served the notice to Mr. B by registered post which was refused to be
caasted by Mrs. C (wife of Mr. B). However, Mr. B cannot deny to vacate the flat on ground of non- receipt
J notice, since Mrs. C had refused to accept the notice served by Mr. A through registered post.

ence, the notice served by Mr. A is tenable provided one- month prior notice given to Mr. B.

27

M Rachit purchased a new house and after some time he shifted to his new house. He was regularly filing
ke Income Tax Return but he did not update his address with the Income Tax Department. The Income
Toxdepartment sent a show cause notice to Mr, Rachit 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 refused
foaccept that notice. After a certain period, the Income Tax Department took a penal action against Mr.
Rachit. He requested the department, that he should not be charged as 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
wfice by the Income Tax Department would be considered proper service of notice? Give your answer
vith reference to the provisions of the General Clauses Act, 1897,

[MTP May 24 - 4 marks]

OR

Anatice was served on Mr. P for appearing in the court. However, the notice could not be served on account

of the fact thet the house of the Mr. P was found locked. Thus, Mr. P. did not appear in the court at the

% date, Examine the situation as per the provisions of the General Clauses Act, 1897 and determine

er Mr. P. will be ligble in the given situation.

Arswer
Kerg;

[MTP April 19]

Act, 1897, where any legislation or regulation requires any

"g to sect eral Clauses
lon 27 of the Gen ars, the service shall be deemed to

1o be served by post, then unless a different intention appe

f P"ﬂperh, ﬂddresmng
fiy Pre-paying, and
Posting by registered post

The General Clauses Act, 1897 )
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= hvs Natthu Singp,
! . of Jagdish Sing "
h the basis of decision taken by the apex court mﬁ: Esame. is returned by the tenant With
EU:L:-;, |°sn sent to the landlord by registered post ":F‘e B D een sere]
endorsement of refusal, it will be presumed that the notic

it was a proper service of Notic,
T the address which was in the records of the depar-‘rrnenf.‘ Hen?ﬁrn':* amount fo- that the nofiey |
:’ur'rhar refusal by current owner of house to accept the notice, w

. 1
ice properly by a registered, .
In the given case, the Tncome Tax Department sent the show cause notice prop l ]
n the given case,
|
.Rachit to update his q |
not properly served by the Tncome Tax Department. It was the duty of Mr

ddregs ‘
Therefore, Income Tax Department is correct in its decision.

Question 28: i osed draft of p,

The Ministry of Corporate Affairs (MCA) published in the Gazette oﬁ:g:d:é;: esopmrzpmcdificaﬁnns inL‘:::
further to amend certain rules under the Companies Act, 2013. The | Clauses Act, 1897, anape i
draft Rules already published. Tn the light of the provisions of the Genera ¢

following:

() Ts it required for M

(V) Is it necessary to re-pybl;
the earlier draft?

[May 2022,
Answep

The answer can be given in terms of section 23 of the Generaq| Clauses Act

answers in the light of the given information and the relevant legal provisions:

() Yes, Mca is required to publish o draft of the Proposed Rules for the inf
be affected thereby.

(i) No.in case of any irregularities in
i Gazette of q rule

the rule op bye-laws has been du}
of the rules in the

been followed Any i

(i) Yes, Mca is entitle e changes in the draft be
(V) No, itis not necessary to re-publish the Ryles In the amended
to the earliep draft,

1897. Following shall be the

ormation of persons likely to

the publication of the draft,
or bye-

d to make Suitab|

Question 29.

Section 2(18)(aq) of the Income Tax
the public are

Companies Act, 1956, Aften the advent of ¢
made in section 2(18) of the Income tax Act, 1961, Explain, with refer
Clauses Act 1897 ll the provisions

Answer
According to section Bo
after the commencemen

a former enactment, th S in any other
repealed shall, ynle | i
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I o : ffC 169, it was held that every Act has its GWH—I

o ndments, repeals new law subsequenﬂy made wil ';‘mer' Act or existing law, it is only by reference

. all b ovision of the section of the Act, ave effect unless its operation is saved by the
van

[MTP Nov 22, MTP-1 Nov 23- 4 marks]
ﬂﬂ"'"_"r 10 of the General Clauses Act, 1897 Provides wh
yc*i:':jing is directed or allowed to be done Where by any legislation on regulation, any act or
oCE :

K or taken in an c
cribed period then, if the Court or office is closed on Tyho.? da
actor proceeding shall be considered qs done o

4

y or last day of the prescribed period,
r taken
nwhich the Court or office is open.

Indue time if it is done or taken on the next day
uﬂef“"“rds 0

ppramissory note of 11000 was issued by Mr. Sridhar to Mr., Mohan on 1741
3 months after date. After that, a sudden holiday was declared on 20 th Aug

| nthegiven case, the period of 3 months ends on 17
1t falls due on 20th August 2022 which declared 1o b

May 2022 which was payable
ust 2022 due to Moharram.

h August 2022, Three days of grace are to be added.

50 . e a public holiday after the issue of Promissory Note.
Tnthe light of provisions of section 10 of the General Clauses Act 1897, the due date will be on next day
+hen office is open i.e., 21st August 2022
Question 31
*No person 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.

[May 2023 - 3 marks]
Answer:
Provision as fo offence punishable under two or more enactments” [Section 26 of the General Clauses

Act. 18977

Where an act or omission constitutes an offence under two or more enactments, then the offender shall

beliable to be prosecuted and punished under either or any of those enactments, but shall not be
punisned twice for the same offence.

Even Article 20(2) of the Constitution states that no person shall be prosecuted and punished for the
%me offence more than once.

Pr?visic-ns of section 26
"y when the two offen

of General Clauses Act, 1897 read with Article 20(2) of the Constitution apply
“Nstitute the two offe

ces which form the subject of prosecution is the same, i.e., the ingredients which
nces are the same. If the offences under the two enactments are distinct and not
| Bt = :

"ical, none of these provisions will apply.

g'uﬂou 32
rs Nael

A U Chandra was director in Laddoo Sweets Private Limif_ed,. Once while dr.c:liﬂg with f_'UPP“er- of
:« erials for company, she agreed to get some secret commission from supplier for making the deal.
fhep ds, on finding 1}-?;: facts, the company has filed the suit a“galnls’r Mrs. Neelu Chandra. She

«h Ended thqy section 166 of ‘rh-e Companies Act, 2013, pr‘oyides A dlrr'e.:'lr:r o.-fralf'omanY' shall not

h: op mfgmp-f to achieve any undue gain or advantage either .10 himse dnr ] | |shre uhh\l.rles, .

%rs, or associates and if such director is found guilty of tnaking any;tncue.gain e shall belliable o

The General Clauses Act, 1897 ) w o

S L B
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ction 166 is applicable 1, male N
" She contended that se ; : :
in to the company.” 5 : isions of the Generq Clayseg
il o0 - 1-:‘li::'f:.?t:”\.'.ri|I not be liable. In the light of 1'.he ;;ZZV':; e Companes 2013,
d1r'ec1f ;;70“;}'. %*:!E b:mfher she is bound by the provisions of section
Act, . decide whe:

in all Central Acts or
;:3 ::’rrue of provisions of section 13 of the General Clauses Act, 1897, ina

RE‘QU'GTiong'
i ing the masculine gendep sh
less there is anything repugnant in the sub ject or context, words importing t all
unie
be taken to include females.

o inin the form of
Mrs. Neely Chandra, director in Laddoo Sweets Private Limited, made an U:gupi E;Zl:enliimi'red b
commission (from supplier for making the deal) in dealing for Laddoo Swee
denied accepting the liability by say

ing that the language of section 166 provides penalty only for male
directors not for females,

On the basis of provisions of th

ection 166 of the Companies A
Mrs. Neelu Chandra is bound to

e General Clauses Act, 1897 and facts of

ct, 2013, are not only applicable to males
comply by section 166 of the Companies

the case, the provisions of

but also to females. Therefore
Act, 2013,

Question 33

Explain the following
(i) Movable Property
(ii) Oath

with reference to the Provisions of the Genera| Clauses Act, 1897:

[MTP May'24 - 4 marks]
Answer
(i) Movable Property

According to section 3(36)

es Act, 1897, 'Movable Property’ shal| mean
every description except immovable Property.
Thus, any Property which is not immovable Property i
movable property,

of the Generql Claus

(i) Oath

According to section 3(37) of th

e General Clayses A
in the case of persons by law ql|

ct, 1897, 'Oath’
owed to affirm on

shall include
declare instead

affirmqﬂon and declaration
of Swearing,

Question 34

in €hactments of
Answer
According to section 12 o

[RTP Sept 2024)
. f the Genenq| Clauses Act, 1897, where, by any enactment now in force op
hereafter 1o pe in force, any duty of customs on excise or in the nature thereof, is levi
quantity, by weight, measure or value of any go
the same

able on any gi
: ven
ods op merchandise, then q like duty is Jeyi .
rate on any greaten op less quantity,

The amount of duty would be= (100* 50)*159,- $750.

. ;. |
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Answer [MTP March 18, March 21, May 24]
Difference between Inter
Interpretation differs fro
the construction is the d
the text.

retation and Construction-

M construction, Interpretation is of finding out the true sense of any form and
rawing of conclusion respecting subjects that lie beyond the direct expression of

When the legislature uses certain words which have

acquired a definite meaning over a period of fime, it
must be assumed that those words have been used in q ng

the same sense.

Thus, where the Court adheres to the
'interpretation’ of the words, but whe
wording was meant to cover the situat
called 'construction'.

plain meaning of the language used by the legislature, it would be
re the meaning is not plain, the court has to decide whethen the
ion before the court. Here the court would be resorting to what is

However, the two ferms - 'interpretation’ and 'construction’- overlap each other and it is rather difficult
to state where 'interpretation’ leaves off and 'construction begins.

It would also be worthwhile to note, at this stage itself, the difference between the terms Interpretation’
and Construction. While more often the two terms are used interchangeably 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. It is the drawing of conclusions from a statute that lie beyond
the direct expression of the words used therein. [Bhagwati Prasad Kedia v. CI.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 that sense. (State of Madras v. Gannon Dunkerly Co. AIR 1958)

Conclusions drawn by means of construction are within the spirit though not necessarily within the letter
of the law. In practice, construction includes interpretation and the terms are frequently used
synonymously.

Question 2
Define Grammatical Interpretation. What are the exceptions to grammatical interpretation?

(May 18]
Answer
Grammatical Interpretation and its exceptions:
‘Grammatical interpretation’ concerns itself exclusively with the verbal expression of the law, it does not
g0 beyond the letter of the law. In all ordinary cases, ‘grammatical interpretation’ is the sole form
allowable. The Court cannot take from or add to modify the letter of the law.
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This rule, however, is subject :o s]ome.ex;eg;:::;;s:defecﬁm on account of ambiguity, inCOﬂSiﬂgnq‘-“
(1) Where the letter of the law is

incompleteness,

ond the letter of the
As regard the defect to ambiguity, the Court is unck_*.r‘ 4 d",”y ﬂ; I;aevrl l:i,;zfur'e, y
0 08 to determine from the other sources the frue e t ofeignconsisfenCY, the court Must
In the case of the statutory expression being defective on accoun
ascertain the spirit of the law.

(%) If the text leads toq result which is so unreasonable that it is self-evident that the legislature could

not mean what it says, the court may resolve such impasse by inferring logically the intention of the
legislature.

|
Question 3

Explain the principles of "Grammatical Interpretation” and “Logical Interpretation” of a Statute. What
are the duties of a court in this regard?

[ICAT Module, MTP March 19, March 21, MTP Nov 2z, Nov22, MTP-1 Noy 23- 3 marks]
Answer

Princigle:s of Grammatica| Interpretation and Logical Interpretation:

In order to dscertain the meaning of any law/ statute the principles of Grammatical and Logical
d t

Interpretation is applied to conclude the req| meaning of the law and the intention of the legislature
behind enacting it.

itself exclusively with the verbal expression of law_ Tt does

; eas Logical interpretation on the other hand, seeks more
satisfactory evidence of the true intention of the legislatyre.

Application of the principles in the coyrs: Inall ordinary cases. the grammatical interpretation is the sole
form allowable The

court cannot delete or adq tomodify the letter of the law. However, where the letter
of the law is logically defectiye on account of ambiguity, inconsistency o Incompleteness, the court is

under a duty to traye| beyond the letten of law so as to determine the tpye intentions of the legislature.
So that a statute is enforceable at law, however unreasonable it may be. The duty of the court is to

courts may prefer the logical
the clause appears and the circumstances i which

Question 4

How will yoy interpret the tepm “Instrument" used in q statutes?

aright or records q fact.It is a formal writing
drawn up and executed in a technical form

It also means a fopmg| legal document having legal effect, either ding
evidence of it. Section 2(14) of the Indian Stamp Act, 1899 states that ‘instrument' includes eve

document by which any right or liability is op Purports to be created, transferred, extended, extinguisheq
or recorded,
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atical meaning: Statute are o be fir

be construed according to theip plai
ith any express intention or declared purp
consistency. the grammatical sense myst +
|n° ;n nconvenience. but no further, [(State of Hp v. Pa

nﬂl_t;nders’rood in their natural, ordinary, or POP‘-“‘“'
. literal and grammatical meaning. If there is an
ose of the statute, or it involves any absur ity.
hen be modified, extended or abridged only to
wan Kumar (2005)]

mu
0w

né
4 i

" question before the court whether the sale o

r-F'le-I upreme Court held that betel leaves could no 1 Detelleaves s sth Eplasa IS i

: 4.0 t be given the dictionary, technical or botanical
en the ordinary and natural meaning is clear and unambiguous, Being 'rh‘fzI word of everyday Use.

i d in its popular sense by whi
U ¢ yndersto° Y which people are conversant with it as also the meaning which

b - with the matter would attri .
st ealing W! uld attribute to it, Th :
.dﬂ“’wd vtar V. Assistant Sales Tax Officer), erefore, the sle of betellledves #95 Jlable

Roma
, tﬂ:(. {

upDY

M SINGHAL™

: - - [ d i i (] .
e explain +he meaning and application of the rule of "Harmonious Construction” in the interprefation

ief 2

i ﬁaTUTE
. [MTP Aug 18]
Lnﬂ":g of rule of Harmonious Construction:

i .
e ¢ is doubt about the meaning of the words of a statute, these should be understood in the sense

en fher' i -
1 which they harmonise with the subject of the enactment and the object which the legislature had in

ViEw:

\here there are n an enactment Two or more provisions which cannot be reconciled with each other, they
gnould be s0 interprefed, wherever possible, as to give effect toall of them. This is what is known as the

pule of Harmonious Construction.

1+ must always be borne in mind that a statute is passed as a whole and not in sections and it may well be
gseumed o be animated by one general purpose and intent. The Court's duty is to give effect to all the
srts of a statute, if possible. But this general principle is meant to guide the courts in furthering the
utent of the legislature, not overriding it.

|
| Aoplication of the Rule: The Rule of Harmonious Construction is applicable only when there is a real and
| mimerely apparent conflict between the provisions of an Act, and one of them has not been made subject
| totheother. When after having construed their context the words are capable of only a single meaning,

| therule of harmonious construction disappears and is replaced by the rule of literal construction.

Question 7
E.
| lain the rule. in ‘Heydon's Case' while interpreting the statutes quoting an ecxamﬂe.d
[LCAT Module, MTP March 21]

. OR
:;Imn 'Mischieve Rule' for interpretation of statute. Also, give 4 matters it considers in construing an

mlr
'ﬂﬂgf Jhe lu”ﬁ‘-'ﬂge used in a statute is capﬂb"% of more than one inferprefafion, the most firmly
ished d down in the Heydon's case. This rule enables

g I3
: rule for construction is the principle L
aTion of four matters in constituting an act!

W Ty

= —
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J (1) what Was the law before making of the “f'fhe law did not provide, .
(2) what yqq the mischie or defect for “"h'ch N eand ,

' (3) what is the remedy that the Act has proviced,

.! 4) what s the reason for the remedy.

; ress the mischief i
ion which 'shall supp
truction wi language used fq|q
i dopt that cons ing of the lang
e FUIE:: 2 d'm;*s;:af ?:: :‘}:::1 T: ZTchipwhwe the LIS,MI mmg:iﬂribufed to the words, prawdq
:f \:::: o f: :‘I!:T:c’ry;f ﬂ?:eleg:sh; ture, a more extended meaning may
they are fairly Susceptible of jt.

; idely to give efs
: terpreted wide ect
. ; king must be in in object being provic
: is public safety. then its wor ain object eing p OVisign of
f: :::::é::::fr:?;?ﬁilm::;'i? L':r'd'ar'kmenT:Compznsmion Act, 1923 the m

ssible, so qq §
strued, as far as po : 0
Compensation 4 workmen, it was held that the Act ought to be so con

give effect 44 it Primary provisions.

; 's'case is applicable g,
However: it has been emphasized by the Supreme Court that the e e
when the words ysed

ing [CIT v, 5
are ambiguous and gre reasonably capable of more than one meaning [ odrg
Deyi (1957y;

Question g

Repeated question. Hence Mmerged with othep question

Question o

‘The meani

the €ompany it keeps'. Explain the concept of "Noscityn A

[MTP May 20)
OR

“Assuciafe words to pe common sense mannep"

Understood in
rules of interpp

- Explain this statement with reference t,
efation statutes,

[Nov 20 mTp
Answep

Associgted Words 1o
Concept of ‘No
1o be judged b
or parallel) meanip

origin, natyre o quality). The
Sense analogoyg tot

Nov 22 MTP-2 Noy 23- 3 marks]

Itisq rule wider than the rule of

ther e jusdem 9enenris s only an 9pplication of the
noscitup q Sociis, T+ Must be bopne in mind that noscityp q Sociis, ig Merely o ule of consTr-ucTion and i+
cannot preyqj| i cases whepre it i clear that the widep Words hqye been de|j
the scope of the defineq wor i

bercd'ely Used in opden To make

= |

. Merested finﬂnciully or otherwise, in
the Board Meeting, did oy disclose hig interest althougy; he
in that Proposal. He restraing from

Making any disclosure of
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g the presumption that he Lae
W»‘f . ested or concerned in the p:.:p:zl":iuh‘ed by law to disclose. LW s St
+He made hic sclose any interest as he 15 not
|

lly "1..3 ing the s ;
| gxplaining cope of Inferpretation yn e this Presumption relying on the ‘Rule of Litera

10" "¢ ohel is correct?

o
et
1 ison o1
ho

Isrule in the given situation, decide whether |

[Jan 21, MTP-1 May 23]

onstruction:

' ¢
jrerdl ds of
ore the words of a statute are in 1
Ww' :::j it Sekiral ond ey sehemmlves clear and unambi f:
M al conswuc’rion- This is called the pyl 0 Fmd I iy e hra:ous' = ?h“de o Sh::
: 'h‘“c e of h'rer‘al'cans‘rrucﬂcn i
Feis contained in the Latin maxim *
absoluta sententia expositore non indeget’ which literally

: Pﬂ'ﬂclp ﬂfE. oy
isP, absomfe sentence or preposition needs not :
a an expositor*, In other words, plain words require o

naffcrn-
bfpla
sions may arise when a choice h
e occa oice has to be made b
gore ider or bolder. In such a situation, e between two interpretations - one narrower
: other situation; if the narrower infﬁr‘prgfqﬂgnpwou[dﬁr,;ﬂ -,.: r;ihigv; the

fh . &
ﬂifﬁf purpos‘-' of the legislation, one should rather adopt the wide
r one.
we talK f"f d':izi”rii ?}::E:Ebﬂm:m of concern or interest, financial or otherwise' of a directar oF
co x ‘
o AOT 32013);3 wz e i:::r m:ﬂef of a proposed motion (as referred to in section 102 of the
| poponie® r;,r.irn‘crrr.aa‘ricm and facts fIF-:L: n:n i b';'ﬂder' senge e i et
g O | ] ay enable members fo und [
o f the items of business and to take decisions thereon szt Ll R

| Im;jmﬁoﬂs 0

red

ank disclosure without reservation or suppression, as, for instance whe
ny contract or matter, the

is a full and fr
stricted

father or mother or brother or sister is concerned in a

tis required
med of it and the material facts disclosed to them. Here a re

- daughter or
ggrenolders ought fairly fo be infor
oW interpretation would defeat the very purpose of the disclosure.

did not disclose his interest in a matter placed before the Board
ersonally interested or concerned in the proposal.
the provision of law; and therefore, even though
osal, he should have disclosed the inferest

tion, Sohel (a director)
Mesting (in which his sister has interest), as he is not p
tere, he ought to have considered broader meaning of
not interested or concerned in the prop

I the given ques

rewas personally

Question 11
Enplain the meaning of ferm Proviso’. Give the distinction between proviso, exception and Saving Clause.
[RTP May 18]
Aswer
is to except something out of the enactment or To qualify
if the proviso were not there. The

:Ws“: The normal function of a provise |
#efhing stated in the enactment which would be within its purvie : ;
t which i$ expressed in terms which are too

sff,

’ &t of the proviso is to qualify the precedmg enactmen |
*erdl, As g general rule, a proviso is added to an enactment 0 qualify or creafe an exce
m ' ]
?heemcfmenf Ordinarily a proviso is not in'rerprefed as stating d general rule.

ption to what is

f q statute only embraces
e main provision to which

0da par‘h’cular provision 0
sistant Commissioner of

exception T0 th
5ons Ltd. vs. AS

It

§ ) -
Ucardinal rule of interpretation that a provis? i
Tt carves out an

fi e
t €id which is covered by +he main prowsmn.
o other. (

%;:’? enacted as a proviso and fon

e




ravigionsg wor ag

: . i Pr'avila_ furati]
Exception |q Intended to | Proyige’ 9 used fo remove special
Pedtrain the enacting

cases from general enactment from destruction certain ’Wl; .
clause 1o Particular cases | ang provide for them specially privileges already e#isting -

e — e et

-

How far ane (1) title and (H) pr:eal:b-]I:s I;:l a:l - e ing a
| wactman enactment helpful in Interpreting a
Idnlmr
) :.F'h-i[!;h‘:::::ﬁ:ﬂz t :ﬁm:fld have what |4 known ag 'Short Title' and algo 4 Long Title! |
11 S e::rrbia ﬂ]r::izf; :hfe enactment and g chosen merely for convenience
the Act and, the efore be ref‘:armrzzf‘rznfcif Z'::e:?ler:emly ‘de"fif)’ i LOﬂg b o7 ¥
i) l
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R ﬂﬁh::-ma:[ﬁfi S G 4 TR
w Janation IS added 1o a sectigp of , dule, May 2022, WTP 2 May2 i
section. If there is some i an Act fop 4 i ity e 1 TR

ul & DUt 68 gt -
9uity in the e of explaining the main provisions

_' rﬁJm* ; d cl

Wl 10 hurmﬂﬂlse and clear up any C“T'-blgm I p"“'ﬂslung gf. i

fa:l: ooy be excluded from) the main P"ovisz n the main section, the explanation
be

main se,
n by in A ction, Somﬂhlrﬁg'mﬂ? be added 1o (or

consfrued to widen the ambit o ! ion of _
fthe section, of an explanation, But the explanation

;'rinciple of "reading Th;_s;a‘{‘u-r L, BT s, i5r
dﬁ’fh f an exampl € as a whole" imply in 1 < AR
“;; : yith the help ot @ i 'mply in the interpretation of statutes?
[RTP May'24, RTP N |
F’Tm satute as @ Whole": Tt is the elementq ' ov 18, MTP May'24]

ry principle that ’
¢ taken together and not of one part onlerThe ;gejjrn:gﬂ:" °f; bs*ﬂf ute is to be made
must be read as a whole in

(it P in the true meani its seve
Jol H ascertain f ! ning of its several clauses ard th

1ed 05 10 bring them into harmony with other o el bemso
o Provisions - if that interpretation does no violence

ing of which they are naturally susceptible
<A
“':Hh mgur‘d +0 Acts and Rules passed by the |39i5|01'u:: the same approach would apply with equal
ides to the constructi :

S etin , what limitations must be imposed on th i
! : om. If we find
o jmber of siu]fi:-: ET?EF:S;;ZM:::E to be subjected to limitations and quﬂl'tficaﬂcns and that such

s and qualitication of the same nature, that circumstance forms a strong argument for

el the expression in dispute to a similar limitation and qualification

crple: If one section of a
Fhcent. BT, if another sec
gmupaﬁicuhr manner or plac

n A.r:‘r raqui_res notice' should be given, then a verbal notice would generally be
tion provides that 'notice' should be ‘served’ on the person or 'left’ with him,
¢ then it would obviously indicafe that awriften notice was intended.

Qustion 16
taray Textile Com
sepret the document of contract. What
i doing 507

[ICAL Module]

h a Company. You are invited to read and

pany Limited has entered into a contract wil
nts would you apply

rules of interpretation of deeds and docume

hrswer
re as follows:

Tierules reqarding interpretfation of deeds and documents a
hat one has to find out what reasonable man;

st ond the foremost point that has to be borne In mind is T :
¥4 has taken care to inform himself of the syrrounding circumstances of a deed ora document, an@ 0
nt. It is inexpedient

5ape and intendments, would understand by the words used I jhat e d:;cume_a is well lished
Wearstrye the terms of one deed by reference 10 the terms of another, Further, if is we establis!

1 T
!Wﬁ'esamg B oot Have 1W0 different meanings in the samedocumenfs, unless the context compels

Bend. ..
%aption of such a rule.
e .« of the instrument after considering all the
“:'Iden Rule is to ascertain the intention of the Fﬂmgimuml e this purpose, T relewant

“ 1 the documents/deed concerned in their grdlr::wl‘er
of the document have to be conmdered as awnole:

into account. Ver

| k“ Cumst have been ysed have als0 fobe Mkeﬂ ' bl
b ances in which the po,—mu;ﬂr words na 5 * ords have also to be taken into account as the
: e

the $tatus and training of the parties usig

| 137 .



‘may happen that the same word understood in :f::;:“o
the deed while taken in another sense might render one D*he ol
| case the word should be understood in the former and not in

f the clauses ineffe,

(A S same documents. An gfe
- Ttmay also happen that there is a conflict between two or more ciaus::;fa‘:r:he clauses are given effec
must be made to resolve the conflict by interpreting the cluuseS.SO. ne earlier clause that wil QMI'?&-?*' |
1 If, however, it is not possible to give effect of all of them, then it is the s

the latter one,
|

s T ——— el in a statute?
How will you interpret the definitions in q statute, if the following words are used ina

(i) Means

(ii) Includes

Give one

illustration for each of the above from statutes you are familiar with.

[ICAT Module, RTP Ny 22, MTP Nov 22, MTP-2 Nov 23, MTP May 24- 3 marks]
AMI'IG!‘

Interpretation of the words “Means" and “Includes” in the definitions: o ; _
The definition of a word Or expression in the definition section may either be restricting of its ur'f‘!sg
meaning or may be extensive of the Same. When a word is defined +o 'mean’ such and such, the definition

is ‘prima facie' restrictive and exhaustive e must restrict the meaning of the word to that given in the
definition section,

Example:

Definition of Director [section 2(34) of the Companies Act. 2013] Director means q director appointed to

Definition of Whole-time director [Section 2(94) of the Companies Act. 2013]:

includes a directop in the whole time employment of the company. The word “include
definition. Othep directors may be included in the ¢

Whole time directop

s suggests extensive
ategory of the whole time director,

Y Provision from a Directo

ry Provision. What factors decide whether a provision
is directory op mandatory?

[ICAT Module]
Answer

Practically Speaking, the distinction between a provision which

is thatwhen it is mandatory, it must be strictly observed: when
it is substantially complied with

is ‘mandatory" and one which is

directory’
it is 'directory’ it would be suffj

cient that

However, we have to look to
might substantially be direc
mandatory.

the substance and not merely the form, an enactment

in Mandatory fopm
fory and, conversely, a statute in directory form m

ay In substance be

power coupled with a duty, it is mandatory:
~the nature of the thing empowered to be dane,
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18, April 19, 0

L s 5 " Ac“" e i
: ned in it. Where we fi N question 1 . : R . |

‘::;f.ld out the general sen:;ni: :,:‘f*hﬂ Word is not def; ; :I:‘d‘fhﬂ:tat:ff c;:y E,;m-fgc_q_lag wo;‘d -I%rg
W the several meanings of a word welnc\ fratword i commonly UHdehﬁoad-: ;W’- "“:‘Y:h::i )
ﬁwf of e « We Must always take into consideration th owever, r; e h?
,;i“ 4 i“fhe ion the context in whict
- le that th :
it fundamen‘l'{ﬂ ru e mgamngs Df . :
'I"’_fr om the context in which they appear. words and expressions used in an Act must take their

' judicial decisions laying down the meaning of words |
Wme matter) will have greater weight than the meq -

:dmi ol terms, reference may be made to technical diction

In construing statutes in “pari materia® (i.e.
ning furnished by dictionaries. However, for
aries [

‘m”hbh does not over-ride the plain provision of the Act. Comment. Also give suitable example.
" [LCAI Module]

faswer

peanble The Pr'e-ﬂmme_e-xp'"ﬁsses the scope, object and purpose of the Act more comprehensively. The
ranble of a Statufe is a part of the enactment and can legitimately be used as an internal aid for
anstruing it. However, the Preamble does not over-ride the plain provision of the Act.

it if the wording of the statute gives rise to doubts as to its proper construction, for example, where
e words or phrase has more than one meaning and a doubt arises as to which of the two meanings is
dended in the Act, the Preamble can and ought to be referred to in order to arrive at the proper
unstruction.

Inshort the Preamble 1o an Act discloses the primary intention of the legislature but can only be brought
15 an aid o construction if the language of the statute is not clear. However, it cannot override the

Fotisions of the enactment,

Saple: Use of the word 'may’ in section 5 of the Hindu Marriage Act, 19.55 proyides that¥g il
M/be solemnized between two Hindu® has been construed o be mandatory in the sense that both parties
mam&f‘r‘iage must be Hindus as defined in section 2 of the Act. It ulvas held that a n_mrr*mge between a
"Sfian male. and a Hindu female solemnized under the IHindu Ma.r:mage fi‘r wnse n\:f’:l;h;sd‘;ﬁ::l’f T:'s
. alsg hawng regard to the Preﬂmble of the Act which reads: 'An Act To am codify the law

: - i (2009)].
X "'E‘rormn-jﬁge among Hindus' (GullipeliSowria Raj V. BandaruPavani, (2 9)]

. mﬁ ﬂle %mble bg IJSE-d as an ﬂid fo[:l:::::g;e;cjkl Mgduie.. MTP_E Mﬂ}' 23, RTP Mﬂy 23-3 mm"kSI
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d with
hey do not accor

ecn::i Zf‘ znd if there is any conf
i The preanble merely affg

sidered as invalid b
objectives behin
he pr"OViSiO“ pre
ere 'H'I

-~ .
vision contained in the Act cﬂnnmn‘fftl'z ;‘;ﬂm
imble, which is only a brief summary of leg o
‘between the preamble and any provision of-an a:m e W
i [ F;elp-ir; the matter of construction if there is any
court is bound to give it effect.

i uction? : f the rea
- When will courts refer to the preamll:rle:'us an aid to f‘t;r;s;f; S otment the assistance o P i
' Situation 1: Where there is any ambiguity in the wo
- may be taken to resolve the conflict.

: ication then coupt
scope or applica §
Situation 2: Where the words of an enactment appear to be 100 gen_aer‘tﬂ i for'pwhich the words are meant.
"lﬂ)’mmsarf .?o the preamble to determine the scope or limited application

-=
S “23 _ /

v

o
v deditihent - : i e' or 'cus‘roms and Pr‘ClChCﬂS s
At the time of interpreting a statutes what will be the effect of 'Usag [ICAT Module, Nov 23~ 3 marks]

=yt

Answer W ing recognized
Effect of usage: Usage or Practice developed under the statute is indicative of the meanlldg : 2 ;
to its words by contemporary opinion. A uniform notorious practice continued under an o' statute an

inaction of the Legislature to amend the same are important factors to show that the practice so followed

was based on correct understanding of the |qu. When the usage or practice receives judicial or legislative
approval it gains additiona| weight.

T
(i) Optima Legum interpres est consuetude ' (the cystom
(ii) Contemporaneq Expositio est optima et fortissinia in
read it as it would have been reqd when made).

is the best Inferpreter of the law); and
lege’ (the best way to interpret q document is +o

Therefore, the best i”TEFPf‘Efﬂ’FiOH/cons*muc’rion of a statute or any other document s that which has
been made by the contemporary authority Simply stated, old statytes and documents Id b

Inferpreted s they would haye been at the time when they wepe enacted /wpitten Contem . e
Statements throwing light on the construction of a statute and Statutory insfrurne-nfs mad P°"'Z’"Y ?fflC!ﬂf
been used gs contemporaneq expositio to interpret not on| i © under it have

S in Indiq.
Question 24

Repeated question. Merged with other question,

Question 25

If it is defined as:

(i) “Company Means q €ompany incorporate under
Company Lqy"

Undep -
(i) ", "incl e il Previoyg
erson includes,




: is dBfl-l"IBd to 'in'c!ud {1~ | Y
ot rgmicfzd fo -rha'm;:iur;h and s,

_;gngd to it in the definition se;si‘,':gned
n.

"« extensive. It has a wid
.P,ﬁﬂ“] B : wider scope to i
o o the abjectof the oo include other terms into the ambit of the definition

o

[ = the following ferm ; : e
MW are the q s considered as external aid in the int T PO

t sw-ical setting n the interpretation of stafutes:

i e of Foreign Decisions |

" |

i MTP N
[ ov 22, July 21, RTP Nov 19, MTP-2 Nov 23, MTP May 24 - 4 marks]

B cotting: The history of th
orical SetTin : The history of the exfe { . '
I l'ﬁ:}_ nuch significance in construing any zn:::‘t‘nzriur‘:n’sm:ces e e
i$ i . nt. We have, for this purpose, to take help from all
external o h;[s:rrir'lcul facts which are necessary in the understanding and comprehension of fhe
and the scope and object of the enactment. History in general and Parliamentary

abject matter
ancient statutes, contemporary or other authentic works and writings all are

Yistory in particular,
glevont in interpreting and construing an Act.

Foreign decisions of countries following the same system of jurisprudence as
lar to ours can be legitimately used for constriing our own Acts. However,
given to the language of the Tndian statute. Further, where guidance
isions, reference 10 foreign decisions may become unnecessary.

il Useof Foreign Decisions:
ours and given on laws simi
prime impor fance is always to be
can be obtained from Indian dec

{uesfion 27
What is External Aid fo in‘rerpr.z'm'rion? Explain how the Dictionary definitions are the External Aids to
Iferpretations?
[Jan21]
I'um
ok ; i Act and have been given the
h n inter reﬂngr’cansfrumg an
that help | P statute itself there are

| Aids T0 InTerpremﬂon'. Apart frf::m the
count when the statufe s ambigUous.

&ernal aids are the factors
tnenient nomenclature of Exfernd
" matters which may be t+aken into ac
Uternl qids,

MME Dictionary Definitions !

008 answers in detail.

These matters are called

tation. Discussed in

5 one of the External Aids to inferpre




~ Answer

F 13
The rule of Ejusdem Generis applies when: 1

1. The statute contains an enumeration of specific words -
2. Th

iy
@ subject of enumeration constitutes a class or ca're.go.r'y .
3. That class or category is not exhausted by the enumeration e

|
- 4.6General tepms follow the enumeration; and -

5. There isno indication of ¢ different legislative intent.

e g 1 S
-4 Pt
oS T adv, ]

Exp!u?n in

Answepr
The Rule of Ejusdem Generis wil|

(1)

(ii)

not apply in the following situations:
If the Preceding term js general, as well as that which follows this rule cannot be applied.
Where the Particular words exhaust the whole genus,




e

icular provisions follow ge 4

Sy neral npp.: )
jithout preJucice fo those seneru: Provisions and yhep
ration and generality of the pm:esi";\'lsiuns\;__.\,  whe

s, the particular provisions shql| 4P e . st .ﬂ‘-

i y Perate in s .
ple: Section 4(3) of the Compap; addition tg qnd yes i CRTN " !
(2). company shall not be "Egis::-r:zs ﬁ}c‘h 2013, » iTh:-:f _"ﬁ.m'f]'-f'ognh on/of thelgeneral
ey With q name which cong::::dlc.z_ to 'Ihg,._prg\,isim of

......

L
- B .i.i.fli;"i-'r:j‘-':'-

===l

B e it e Ttuthstrdng
J-W he provision prevail over others. T+ can npera‘fe.ufn f

contained" is a clause, that has the effect

our levels. Explain any two of them.

| - [Nov3 - 4 marks]
e |ggﬂ.l advisor for a company drafting a new contract. One of the cl hah '
o .mwifhsmndmg anything contained in any other provisions of this re:mZ::s:; i

g’ﬂf the right h’_ terminate the agreement without notice if there is a :r?each of c'onf?dc:nr:!::ll?’r); by

i M’W'” Explain to the management of the company the meaning of a non-obstante clause in legal

sanerts and its ef fect on overriding other provisions with reference to decided case law.
[RTP Sept 2024]

gwer
\dase that begins with the words "notwithstanding anything contained'is called a non-obstante clause.
e has the effect of making the provision prevail

e the 'subject to' clause, the notwithstanding claus
(s) mentioned

wathers When this term is used then the clause will prevail over the other provision
en. (K. Parasurammaiah Vs, Pakari Lakshman)

Uvfhstanding clouse can operatfe at four levels.
dbe. | Effect

Clause
. Notwithstanding anything contained in The claulse. will override suc
another section or sub- section of that sub-section(s)

h other section(s) /

~_ | statute, L il i : : -
¢ m mh—”a_c ontained in a | The clause will override the entire enactment.
i mn d@ cﬁy_’rml:g_ T&’r_ained in | The clause will pr'auml over the other enactment.

Pecific section(s) or sub-section(s) o all P
O MMF’E@J_——" GHEIM% The clause will override all other laws.

l M*whhﬁﬂ”diﬂg anything contained in @Y I
~L0ther law for the time being i force. |
| ng that the specified

: afting by ensur Eciiiec
< o crucial 1o lei 1: lzg;lgdlrzgﬂl certainty and consistency in judicial
nha

ons, thereby € : -

100, a non-obstante clause play
Wails over conflicting provis'
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units all over the world. It has a
Tt has a Branch in Dubal which is
tus under the FEMA, 1999 of

‘Printex C ' i '
dgsens mZTS;'::: |5 CSingcpane based company having several business
controlled by the l:'“;!jmmpu‘fer prinebewith its beadauarters iU
: e eadquarters in Pune. What idential
i fer U= in Pune and that of Db bmnCh?would be the residential sta
[ICAI Module]

Answer:
d be person resident outside India [(Section 2(w)].

2‘“"":"3-"‘ gompufer being a Singapore based company woul

ec i . {

ion 2 (u) defines ‘person’ under clause (viii) thereof, as person would include any agency, of fice or branch
fer to a person who is included in

Grned or confr."O”Ed by such person, The term such person appears to re

clause (i) to (vi). Accordingly, Printex unit in Pune, being a branch of a compary would be a ‘persen’

Section 2(v) defines a person resident in India. Under clause (iii) thereof person resident in India would
resident outside India. Printex

inqlude an office, branch or agency in India owned or controlled by a person
unit in Pune is owned or controlled by a person resident outside India, and hence it, would be a ‘person

resident in India.
which is a person resident

i< controlled by the Printer unit in Pune
dia.

i

though not owned

owever, Dubai Branch
bai Branch is a person resident in In

in India. Hence, the Du

Question 2:
purposes:

Mr. Sane, an Indian National desires o obtain Foreign Exchange for the following

(iii) Remittance of US Dollar 50,000 out of winnings ona lottery ticket.

US Dollar 100,000 for sending a cultural troupe ond tour of U.S.A.

(1v)
+ Foreign Exchange and if so, under what conditions?
[ICAL Module, RTP May'24]

Advise him whether he can ge

hange Management Act, 1999 certain Rules have been made
ransactions. As per these Rules, Foreign Exchange

Answer:
hibited. As regards some other Current Account

Under provisions 0

he Foreign EXc

f section D of 1
or Current Account 1

Exchange f

for drawal of Foreign
for some of +he Current Account transactions is pro
Exchange can be drawn with prior permission of the Central Government while in case
Bank of India is required.
ted and the

rmission of Reserve
gs, such remittance is prohibi

transactions, Foreign
hange Management (Current Account

of some Current Account T
(v) Inrespect of item No.(i), 1. remitfance ou )
same IS included in First Schedule to the Foreign Exc |

+ withdraw Foreign Exchange for this purpose.

Transactions Rules, 2000. Hence, Mr. Sane canno _ .'
an CExchJan e for meeting expenses | tour can be withdrawn by any persor after obfaining
hit . Human Resources Development, (Department of

' Government of India, Ministry of .
permpsslon e = scribed in Second Schedule to the Foreign Exchange Management
Education an o

d Culture) as pré . he For
(Current Account Tr-ansachons] Rules, 2000. Hence, In respect of item (ii), Mr. Sane can Wi
Foreign Exchange after obtaining such permission-

ransactions, prior pe
t of lottery winnin

(v1)
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: i | or specifi
Inall the cuées, where remittance of Foreign Exchange is allowed, either by general or specifi.

ized Person as define .
permission, the remitter has to obtain the Foreign Exchange from an Authorized Pe e-f'Hed..uj.J >
Section 2(c).

[
i e
o= s —r s =
o 3'\" ¢
v
Ty

|
Je

State which kind o‘f.;;pprovul is required for the following transactions under the Foreign Exe}\%.
Management Act, 1999

(M X, aFilm Star, wants to perform along with associates in New York on the occasion of Diwali fo

idi ' drawal to the extent of $20,000 is required for this ose
residing at New York. Foreign Exchange draw (TP May 24— 1 R
get his heart surgery done at United Kingdom. Up fo what limit Foreign Exchange ¢qp be
m and what are the approvals required?

[ICAT Mﬂdu]e]

Answer:

Approval to the followi

(i) Foreign Exchange
Resources Develo

r I"diﬂns

(1) R wants to
drawn by hi

ng transactions under FEMA, 1999:
drawal for cultural tours requi
pment (Department of Educati
exchange required. Therefore, in the given case
said Ministry of the Government of India.

(i) Individuals can avail of foreign exchange facility within the limit of USD 2,50,000 only. Any additionq|
remittance in excess of the said limi '

re prior permission/approval of the Ministry of Humgn
on and Culture) irrespective of the amount of foreigp
X, the Film Star is required to seek permission of the

treatment.

Question 4:

Referring to the provisions of the

Foreign Exchange Management Act, 1999 stqte the kind of approval
required for the following transactions:
(1) M requires U.s. |

$
(ii) P requires U.s. $ 2.00

Answer:

Under section 5 of the Forei
account transactions require
approval of the Reserve Bank
prohibited transactions. Acco
() Itisa current account t

[LCAT Module]
gn Exchange Management Act
Prior approval of the Central
of India, some are freely pe
rdingly,

1999, and Rules rela'ring thereto, some current
Government, some others require the prior
rmitted transactions and some others gre

transaction, Hence, Mr. P can

Question 5:
Suresh resided in India durin
Switzerland for pursuing highe
under the Foreign Exchange M

not obtain US $ 2,000 for the said

g the Financial Year 2020-2021. He left
r studies in Biotechnology for 2 years. What
anagement Act, 1999 during the Financial Yea

India on 15th July 2021 for
would be his residentiq| status
rs 2021-2022 and 2022-2023>
Mr. Suresh requires every year USD 25
expenses for studying abroad, Is
S0, under what conditions?

000 towards tuition fees and USD 30

000 for incidental qng st
It possible for Mr. Suresh to get the requir

ed Foreign Exchange and, if

(ICAT Module]
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Answer:

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)]. However, it 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 infention 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 2020-2021 left on 15.7.2021 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 8th 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 be treated as person resident in India for Financial Year 2021- 2022 till 15th July 2021
and from 16th July 2021, he will be considered as person resident outside India.

However, during the Financial Year 2022-2023, Mr. Suresh will be considered as person resident outside
India as he left India on 15th July 2021.

Foreign Exchange for studies abroad: According to Para T of Schedule IIT 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 I1T states that individual may be allowed remittances (without seeking prior approval
of the RBI) exceeding USD 2,50,000 based on the estimate received from the institution abroad. In this
case the foreign exchange required is only USD 55,000 per academic year and hence approval of RBI is
not required.

Question 6:

(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.

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

abroad.
[ICAT Module]

Answer:
Remittance of Foreign Exchange (Section 5 of the Foreign Exchange Management Act, 1999): According to

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 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 fransactions are categorized under three

headtngs- .
\. Transactions for which drawal of foreign exchange is prohibited, | .
Il Transactions which need prior approval of appropriate government of India for drawal of foreign

~ exchange, and : h
W. Transactions which require RBI's prior approval for drawl of foreign exchange.

The Foreign Exchange Management Act )
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Mr. P wanted to remit US Dollar 20,000 out of his Ioﬂ:;)f v::::g: g,:}i:::: Lﬁm o
remittance is prohibited and the same is included in the o
Account Transactions) Rules, 2000. ’ 5,
Hence Mr. P cannot withdraw foreign exchange for this purpose.

b. "Remittance of foreign exchange for medical freatment al::r'md' requires ;.::u:;ipergésbsmzr;;p 0P
of RBI where the individual requires withdrawal of for'ejgr? exchangi? ex i mrE dicl '000.
Schedule also prescribes that for the purpose of expenses in CU"HECT'G: wl o r'e.scrib::mm' the
Individual may avail of exchange facility for an amount in excess of the imit.p il tnder 41,
Liberalized Remittance Scheme, if so required by a medical institute of fering treatment,

Therefore, Mr. Z can draw foreign exchange up to the USD 250,000 and no prior pler'mis:mm" approval o
RBI will be required. For amount exceeding the above limit, authorized dealers may release foreign exchang,
based on the estimate from the doctor in India or hospital or doctor abroad.

Question 7: R L
Mr. Rohan, an Indian Resident individual desires to obtain Foreign Exchange for the foilowmg purposes:
1. US$ 120,000 for studies abroad on the basis of estimates given by the foreign university.

2. Gift Remittance amounting US$ 10,000,

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

[ICAT Module, MTP May 24 -4 marks]
Answer:

a.  Remittance of Foreign Exchange for studies abroad: 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 RBI.
Above this limit, RBI's prior approval is required, Further proviso to Para I of Schedule IIT states
that individual may be allowed remittances exceeding USD 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.

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 acc
remittance is a current account transaction. Gift remittance exceeding US

after obtaining prior approval of the RBI. In the present case, since the a
individual, Mr. Rohan is USD

ount transactions. Gift

$ 250,000 can be made

mount to be gifted by an
10,000, there is no need for any permission from the RBI.

Question B:
Examine, with reference to the provisions of the Foreign

status of the branches mentioned below:
I

Exchange Management Act, 1999, the residential

MKP Limited, an Indian company having its Registered Office at Mumbai. India established a branch
at New York U.S A. on 1st April, 2004

ii.  WIP Ltd., a company incorporated and registered in London established a branch at Chandigarh in
India on 1st April, 2004,

lii.  WIP Ltd.'s Singapore branch which is controlled by its Chandigarh branch.

[May 2005]
Answer:

Section 2(u) defines a 'person’. As per this definition, the following shall be covered in the definition of q
‘person’:

a) A company

b) Any agency, office or branch owned by a 'person’.,

Section 2(v) defines a ‘person resident in India’. As per this definition, the following shall be coverzd in
the definition of a person resident in India:

w ( The Foreign Exchange Managemen! & 1
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a) Any person or body corporate registered or incorporated in India. . : . !
b) An office, branch or agency in India owned or controlled by a person resident outside India.

¢) Anoffice, branch or agency outside India owned or controlled by a person resident in India.

The answer to the given problem is as under:

i. MKPLimited as well as the New York branch of MKP Limited is a ‘person’. Therefore, residential status
under FEMA shall be determined for each of them separately.
MKP Limited is incorporated in India. Therefore, it is a ‘person resident in India’.

MKP Limited (a ‘person resident in India') has established a branch outside India. Tli'ier'eforie, the New
York branch of MKP Limited falls under the clause 'an office, branch or agency outside Inrtlla owned or
| controlled by a person residential India' and so the New York branch is a ‘Person resident in India".

. WIP L1d. as well as Chandigarh branch of WIP Ltd. is a 'person’. WIP Ltd. (a foreign company) does el
fall under any of the clauses of the definition of a ‘person resident in India'. The"_ef"m-' WIP ,Ltd'_'s -
person resident outside India. The Chandigarh branch of WIP Ltd. is a 'Person residentin India" since

it falls under the clause an office, branch or agency in India owned or controlled by.a person resident
outside India’.

The Singapore branch of WIP Ltd., though not owned, is controlled by the Chandigarh branch. The
Singapore branch is a Person resident in India' since it falls under the clause 'an office, branch or
agency outside India owned or controlled by a person resident in India'

Question 9:

Miss Alia is an airhostess with the British Airways. She flies for 12 days in a month and thereafter takes a
break for 18 days. During the break, she is accommodated in 'base’, which is normally the city where the
Airline is headquartered. However, for security considerations, she was based at Mumbai. During the

financial year, she was accommodated at Mumbai for more than 182 days. What would be her residential
status under FEMA?

Answer:

Miss Alia stayed in India at Mumbai ‘base’ for more than 182 days in the preceding financial year. She is
however employed in UK. She has not come to India for employment, business or circumstances which
indicate her intention fo stay for uncertain period. Under section 2(v) (B), such persons are not considered
as Indian residents even if their stay exceeds 182 days in the preceding year. Thus, while Miss Alia may
nave stayed in India for more than 182 days, she cannot be considered to be a Person Resident in India.

If, however, she has been employed in Mumbai branch of British Airways, then she will be considered a
Person Resident in India.

Question 10:

Mr. X had resided in India during the financial year 2019-2020 for less than 182 days. He had come to India
on April 1, 2020 for carrying on business. He intends to leave the business on April 30, 2021 and leave India
on June 30, 2021, Determine his residential status for the financial years 2020-2021 and 2021-2022 up to
the date of his departure?

Answep:

Mr. X came to India for carrying on business. During FY 2019-20, he resided in India for less than 182 days.
Since he has not fulfilled condition of staying in India for more than 182 days, he would normally be
considered PROT but as Mr X has come for carrying on business in India, he falls under the second limb and

Will be considered as PRI w.e.f. 1st April 2020. Mr. X will be considered as a person resident in India’ from
Ist April 2020,

The Foreign Exchange Management Act
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o continue to be an Indian resident from_-l_léi-_

- cease to be person resident in India from the date of his departure.

A
loyment or for business/vocation outside T
ik utside India for an uncertain period

As "‘90"&-‘!_. financial year 2021-2022, Mr': X would
If he leaves India for the purpose of taking up em
any other purpose as would indicate his intention to stay o

: i h
Tt may be noted that even if Mr. X is a foreign citizen, if he ha's na; IP'f; OIZH;:-':JZO; C'I:hyu: ?:?ﬁ:: : !
would be considered, person resident in India’ during the financial year ; PUrpog,
of leaving India which will decide his status from 1st July 2021.

are P|ﬂnni|-.g

University of Oxford is one of the leading institutes of UK. In the rno.n'rh of May 2024, T;e;. '

a cultural event in UK. The University has invited Ms. Kanika Tripathi and her group, an Indian artist to

perform in the event. o

Ms. Kanika Tripathi needs to withdrawal foreign exchange of USD 75,000 for the purpose of visit to .UK

for performing at cultural event of University of Oxford in UK. Advise whether she can withdraw Foreig,
" : s

Exchange and if so, under what conditions? [MTP May24 - 4 Markg

Answer:

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 with Reserve Bank of

India, impose reasonable restrictions for such transactions.

Schedule IT 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 IT is ‘cultural tours’.

Accordingly, Ms. Kanika Tripathi can withdraw foreign exchange of USD 75,000 for meeting expenses
of cultural tour after obtaining permission from Ministry of Human Resource Oevelopment (Department

of Education and Culture) as prescribed in Schedule IT of Foreign Exchange Management (Current
Account Transactions) Rules, 2000.

Question 12:

Explain the meaning of the term ‘Current Account Transaction' and the right of a citizen to obtain Foreign

Exchange under the Foreign Exchange Management Act, 1999,

[CA Final May 2001]

Answer:

Definition of current account transaction [Section 2(i)]

Current account transaction means a transaction other than a capital account fransaction and without

prejudice to the generality of the foregoing such transaction includes-

i.  payments due in connection with foreign trade, other current 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 with foreign travel, education and medical care of parents, spouse and
children,

No restriction on current account transactions unless prescribed (Ss_acﬁlon 5) . "
Foreign exchange is freely available for a current account transaction if the following two conditions are
satisfied:

(@)  The transaction is not prohibited by the Rules.

w ( The Foreign Exchange Managemen i T
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) ~ The transaction is within the ceiling, i any, prescribed by the Rules, or the jJéi'rh'iSSiOH’-'Of ﬂ‘—‘—ll
Reserve Bank of India or the Central Government, as the case may be, is obtained '
3

[ bt e e e e . B ST e e T
Mr. G, an Indian National desires to obtain foreign exchange on current account transactions for following
purposes:

i. Payment of commission on exports made towards equity investment in wholly owned subsidiary abroad of
an Indian company.
li. Remittance of hiring charges of transponder.

Advise & whether he can obtain the foreign exchange and, if so, under what conditions?
[CA Final Nov 2001]

*
%

Answer:

If a sale or drawal satisfies the conditions of a current account transaction; then any person may sell or
draw foreign exchange to or from an authorized person. However, the Central Government may, in public
interest and in consultation with the RBI, impose such reasonable restrictions for current account
transactions as may be prescribed (Section 5). The Central Government has framed Foreign Exchange

Management (Current Account Transactions) Rules, 2000, The rules stipulate some restrictions on drawal
of foreign exchange for certain purposes.

In the light of the above, answer to the given problem is as under:

As per Rule 3 read with Schedule I of Foreign Exchange Management (Current Account Transactions)
Rules, 2000, payment of commission on exports made towards equity investment in wholly owned
subsidiary abroad of an Indian company is prohibited

As per Rule 4 read with Schedule IT of Foreign Exchange Management (Current Account Transactions)

Rules, 2000, drawal of foreign exchange for remittance of hiring changes of transponder requires the
prior approval of the Central Government.

rownie Points - However, no approval of the Central Government is required if the payment is made out of
the funds held in Resident Foreign Currency Account or EEFC.

Question 14:

Mr. Ramesh of Nagpur wants to travel to Ne:
Specify-

pal and for this purpose proposes to draw foreign exchange.

Can Mr. Ramesh draw any foreign exchange for his journey?

What are the purposes for which foreign exchange drawal is not allowed for current account
Transactions?

[CA Final Nov 2002]
Answer:

(1) Rule 3 of Foreign Exchange Management (Current Account Transactions) Rules, 2000 prohibits drawal
of foreign exchange (by any person) for the purpose of travel to Nepal and/or Bhutan, Therefore, Mr.
Ramesh cannot draw any foreign exchange for Journey to Nepal.

(i)  Rule 3 read with Schedule T

purposes:
* Remittance out of lottery winnings.

Remittance of income from racing/riding, etc., or any other hobby.

* Remittance for
sweepstakes. Etc.

* Payment of commission on exports made towards equi
Owned Subsidiaries abroad of Indian companies.

* Remittance of dividend by any company to which the re
applicable.

The Foreign Exchange Management Act ) m
B

prohibits drawal of foreign exchange (by any person) tor the following

purchase of lottery tickets banned/prescribed magazines, football pools,

ty investment in Joint Ventures/Wholly
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~ * Payment of commission on exports under Rupees Smfeﬂg:ﬁ:cz'“ ‘e, except

commission up to 10% of the invoice value oflexll:m‘* of feaa
| * Payment related to 'Call Back Services' of telephones. : . o
‘ . Retniﬂance. of interest income on funds held in Non-resident Special Rupee Scheme "'Geo

WRuestion 15 ey é_ﬂ : wﬁﬁﬁ;t-r_z:- _; .':‘i,L. A adnatt Sl S e AT -
Mr. Arjun, an Indian rsient. had been working abroad for the Pﬂsff_1I0 yets: DI’_‘:;:Q !‘;ISJBHUPG "h-"m_.
he acquired foreign currency and held investments in foreign securities. He.also inheri i: d property |

located in New York from his late grandfather, who was a non-resident Indllcm. After re ﬁ"“"g to Indiq
permanently, Mr. Arjun wishes to understand the provisions under the Foreign Exchange anagement Act, |
1999 (FEMA) regarding the ownership and utilization of his foreign assets.

[RTP Sept 2024)
Answer . - :
Under the provisions of the Foreign Exchange Management Act, 1999 (FEMA), Mr. Ar Jun, being a residens
in India, can hold, own, fransfer, or invest in foreign currency, foreign securities, or immovable proper
sttuated outside India under certain conditions. These conditions are clarified by the RBI through Ap.
(DIR Series) Circular No. 90 dated 9™ January, 2014, which elaborates on section 6(4) of the Act.

Clarifications under section 6(4) of FEMA
(i) Foreign Currency Accounts

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

(ii) Income and Investments
=ficome and Investments

* Income earned through em

ployment, business, or vocation sutside Tndia while Mr. Arjun was a non-
resident.

Investments made abroad during his non-resident status.

Gifts or inheritance received from a non-resident Indian.

(iii) Foreign Exchange and Income therefrom

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

(iv) Utilization of Assets After Return to India
*  Mr. Arjun may freely utilize qll eligible assets abroad, i

proceeds received after his return to India.

He can make payments or fresh investments abroad without th

India, provided the funds used are from eli

complies with FEMA provisions.

ncluding the income on such assets or sale

e approval of the Reserve Bank of
gible assets held by him abroad and the transaction

Therefore, Mr. Arjun is eligible to hold and utilize his foreign assets as per the provisi
section 6(4) of FEMA and the RBI circular. These provisions allow him to manage his f
securities, and inherited property located outside India in compliance with the regula
residents’ dealings in foreign assets under FEMA.

ons outlined in
oreign currency,
tions governing

Question 16:

Mr. Rohan Sharma, an international cricket player has started its crickef academy, namely, R;hﬂn Shflrmu

Cricket Academy, a private coaching club, which provides coaching for CF;Ck'IB*a T""?- Academy has a ericket
: HoiE i Il as outside India.

team which participates in cricket matches all over India as we . . = :

Rohan Sharr:: Cr'icFl.(e'r Academy in a collaboration with Melbourne Cricket A }::udzmhv l;g?::i'r"ni C;SC"ICkeT

event in Melbourne, Australia in the month of May 2024 and June 2024. Rohan Shar

|
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' required fo remit U : P T : S EE TR

| ::iilﬂ:f zvzn?inlMeliEufsli?'h Mﬁlbnumr' Cricket academy as a part of its share for organizing the i

| - Advise whether it can get Foreign Exchange and if so, under what conditions?
e [MTP May'24 - 4 marks]
?::;:: i‘::::hezi‘::ig;' Exchange Mnf‘agemen’r Act, 1999 provides that any person may sell or draw
Ly G:Qver s r 1t:mn an au’rh?nzed person if such sale or drawal is a current account transaction.

e nment in consultation can, in public interest and in consultation with Reserve Bank of

India, impose reasonable restrictions for such transactions.

Ts:h:.dule IT of the Foreign Ex‘chungz Management (Current Account Transactions) Rules, 2000 provides
at no person shall draw foreign exchange for a transaction without approval of the Central Government.
Ong c?f the transactions included in Schedule II is remittance of prize money/ sponsorship of sports
gc’rwlfy abroad by a person other than International/ National/ State level sports bodies, if the amount
involved exceeds USD 100,000.

Accc?ri_:linglly. Rohan Sharma Cricket Academy can withdraw foreign exchange of USD 100,000 as
participation fge. after obtaining permission from Ministry of Human Resource Development (Department
of Youth Affairs and Sports) as prescribed in Schedule IT of Foreign Exchange Management (Current

Account Transactions) Rules, 2000.

Question 17:
Mr. F, an Indian National desires to obtain foreign exchange for the following purposes:

a) Payment of US $ 10,000 as commission on exports under Rupee State Credit Route.
b) US $ 30,000 for a business trip to UK.
c) Remittance of US $ 2,00,000 for payment as prize money fo the winning team in a Hockey Tournament
to be held in Australia.
idvise him, if he can get the Foreign Exchange and under what conditions.

[CA Final May 2005]

Answer:
If a sale or drawal satisfies the conditions of a current account transaction, then any person may sell or

draw foreign exchange to or from an authorized person.
However, the Central Government may, in public interest and in consultation with the RBI, impose such

ble restrictions for current account transactions as may be prescribed (Section 5). The Central

reasona
(Current Account Transactions) Rules, 2000. The

Government has framed Foreign Exchange Management
rules stipulate some restrictions on drawal of foreign exchange for certain purposes.

In the light of the above, answer to the given problem is as under:
i. As per Rule 3 read with Schedule I of Foreign Exchange Management (Current Account Transactions)

Rules, 2000, payment of commission on exports under Rupees State Credit Route (except commission
up to 10% of invoice value of exports of tea and tobacco) is prohibited.

commission on exports under Rupee State Credit Route is

Therefore, payment of US $ 10,000 as
for export of tea and tobacco, and the commission does not

prohibited unless such commission is paid
exceed 10% of invoice value of exports.
hange Management (Current Account Transactions)

p to $ 2,50,000 for travel for business under the
of US Dollar 250,000 shall

th Schedule TII of Foreign Exc

draw foreign exchange u
| of foreign exchange in excess

ndia.

il. Asper Rule 5read wi
Rules, 2000, individuals can
Liberalized Remittance Scheme. Drawa
require prior approval of the Reserve Bank of I

0,000 for business four to UK. without any approval of the

Therefore, Mr. F can obtain Us Dollar 3
Reserve Bank of India.
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t (Current Account Trgpg.
il As per Rule 4 read with Schedule T1 ofFereignEXchiange !u:aoﬂgg Ui]n(;e:of the purpose of remitt
‘ Rules, 2000, drawal of foreign exchange exceeding US$ 1,00,
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ivi by @ person othe, - of &
Prize  money/sponsorship  of sports activity abroad by I

. , ior approval of the , on
Intermfional/Nafional/SfuTe level sports bodies requires the pr pp Cgmml
Government.

' to the winning tem, .
In the given case, the drawal of US $2,00,000 for Ipuyrnen'r as ir:;iamiosn:: oute ;Ea | ?::1 i
Hockey Tournament to be held in Australia is organized by Mr. F, Lt
any International, National or State level Sports Body).

Therefore, Mr. F can obtain US Dollar 1,00,000 without any permission, but for drawal of add

Tiong|
US Dollar 1,00,000, prior approval of the Central Government is required.

Question 18: . <
State the kind of approval required for the following transactions under the Foreign Exchange Managemens
Act. 1999:

. X wants to draw UsD 20,000 to make

donation to a charitable trust situated in South Koreq.
ii. M requires Usp 5,000 to make payme

nt related to ‘call back services' of telephone.
[CA Final June 2009
Answer:

If a sale or drawql satisfies the conditions of q current account transaction, then any person may sel| op
draw foreign exchange to or from an authorized person, However, the Central Government may, in public
interest and in consultation with the RBI, impose such reasonable restrictions for current account
transactions qs may be prescribed (Section 5). The Centrql Government has framed Foreign Exchange

Management (Cyrrent Account Transactions) Rules, 2000. The pyles stipulate some restrictions on drawg|
of foreign exchange for ceptain purposes.

Account Trqnsac‘rions) Rules

back services of telephones.

Question 19:

Mr. T. Raghava has secured admission
higher and technica| educ

Treatment facility inq reputed German hospi
the additional remittance beyond the limit approved for foreign currency exc
enjoyed the permitted facility of for

eign exchange for studies abroad, for +
the following as to the facts given in the question as per the provisions of the
Act, 1999:

I.

In a reputed and peco

gnized university
ation, outside India. After arrival

in Germany, he h
tal. He desires to apply to the Go

in Germany, fop the study of

as gone ill and wantg medical
Vernment of T

hange facility
he said finan
Foreign Excha

ndia for availing
- He has already
cial year. Decide
Nge Management

As an individual, o what extent Mr. T. Raghava may avail foreign exc

hange facilities for higher and
technical study in Germany.
. Can Mp. T Raghava avail the faci lity of additional remittance in foreign exchange, beyond the limit,
for the medical treatment?
[CA Final Noy 2017 - Old]
Answer
According to the Schedy

le IIT of the FEMA, 1999 following shall be the limit for the remittance of Foreign
Exchange in the given situations:

wrerw




.. Remittance of Foreign Exchange for Studies Abroad: il ? |
Foreign exchange may be released for studies abroad up to  limit of US $ 2, 50,000 without any
permission from the RBI. Above thie limit, RBI's prior approval is required.

{
ii.  Remittance for Medical Treatment: I

Remittance of foreign exchange for medical treatment abroad requires prior permission or approval |
of RBI where the individual requires withdrawal of foreign exchange exceeding USD 2,50,000.

t
The Schedule also prescribes that for the purpose of expenses in connection with studies abroad |
and medical treatment, the individual may avail of exchange facility for an amount in exaess. of ‘I'_he
limit prescribed under the Liberalized Remittance Scheme, if so required by the university
concerned or the medical institute offering treatment respectively.
Such amount shall be reduced from USD 2, 50,000 by the amount so remitted.

Therefore, Mr. T: Raghava can draw foreign exchange exceeding USD 2, 50,000 without prior permission
provided it is so required by the university concerned or the medical institute offering treatment.

Question 20: : i 5
Lifesys Limited, a billion-dollar, Indian company wishes fo create a chair in a reputed universify in the U.S.
This chair is for the department of computer science. The company wishes to obtain your advice in regard
to the following with reference to the FEMA, 1999,
(i)  Is such “chair" creation permissible?

A, What is the maximum amount that can be donated for such chair?
Any formalities o be complied with?
[CA Final Nov 2016 - Old]
Answer:
As per Schedule ITT of the Foreign Exchange Management (Current Account Transactions) Rules, 2000,
read with section 5 of the Foreign Exchange Management Act, 1999 donations exceeding 1% of their foreign
exchange earnings during the previous 3 financial years or $ 5,000,000, whichever is less, can be remitted

oy persons other than individuals for creation of Chairs in reputed educational institutes with the prior
approval of the Reserve Bank of India.

Considering the above provision:

(i) In the first case, “chair® creation for the department of computer science in reputed university in
the U.S. is permissible.

(i) Maximum amount that can be donated for such chair will be one per cent of their foreign exchange
earnings during the previous 3 FY or USD 5,000,000, whichever is less without prior approval of the
Reserve Bank of India.

(i) Incase where donations exceed one per cent of their foreign exchange earnings during the previous
three financial years or USD 5,000,000 it shall require prior approval of Reserve Bank of India.

Question 21:

ABC Limited hired the services of Mr. Taylor, a technician from Germany for the installation of a machinery.
The company paid USD 40,000 for the services rendered by Mr. Taylor. Examine under the Foreign
Exchange Management Act, 1999, whether payment of remuneration to foreign technician Mr. Taylor is a
permissible transaction under the provisions of the said Act.

[CA Final Nov 2019 - Old]
Answer:

the Foreign Exchange Management Act, 1999 any person can sell or draw foreign exchange to or from

Remuneration payable to a foreign technician is a current account fransaction According to Section 5 of
‘ outhorized person if such sale or drawal is a current account transaction.

I

I

Reasoriable restrictions on current account transactions can be imposed by the Central Government.
I3ﬂSrca|Iy, all current account transactions are free unless specifically restricted by the Central Government.

The Foreign Exchange Management Act ) w
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A restriction. There is no ce
Hiring of foreign national as technicians s permissible wi'rhzt;t;;?:d enstos dedictingl
Which can be paid as per contract, Thein salary can be remitt
1o provident fund and other deductions af sounce.
|

Question 22:

‘Examine whether the following transactions are permissible or not un
transactions: _

1. Investment by person resident in India in Foreign Securities. . e
2. Foreign currency loans raised in Tndia and abroad by a person resident in India.
3. Export, import and holding of currency/currency notes.

4. Trading in transferable development rights,

3. Investment in a Nidhi Company.

b

dz

[CA Final Noy 2007]
Answer: '

. Investment by person resident in India in
permitted within the limit, subject to
the provisions contained in the Regula

Foreign Securities is a capital account .‘h'arnsac‘rian. Itis
the compliance of conditions and if declaration is made as pep
tions relevant to the transaction.

Foreign currency loans raised in India
transaction. It is permitted within
declaration is made as per the provisi

and abroad by a person resident in India is a capital account
the limit, subject to the compliance of cofiditions and if

ons contained in the Regulations relevant to the transaction,
i, Export, import and holdin
permitted within the |

g of currency /currency notes is a capital account transaction. Tt is
the provisions contain

imit, subject to the compliance of conditions and
ed in the Regulations relevant to the transaction.
Iv.  Trading in transferable develo
make investment in India in
Transferable Devel
(Permissible Capital

if declaration is made as per

pment rights isprohibited since no person resident outside India shal|
any entity which is engaged, or proposes to engage in trading in

opment Rights (TDRs) (Regulation 4 of Foreign Exchange Management
Account Transactions) Regulations, 2000),

V. Investment in a Nidhi Company is prohibited since no person resident outside India shall make

investment in India in any entity which is engaged, or proposes to engage as Nidhi
(Regulation 4 of Foreign Exchange Management (Permissi

Company
Regulations, 2000,

ble Capital Account Transactions)

Question 23:

State whether there are any restrictions

in respect of the following transactions:
(i) Drawal of foreign exchange for payments due on account of amortization of loans in ordinary course
of business,
(ii) Purchase by a person resident outside India of shares of a company in India engaged in plantation
dctivities.
[CA Final
Answer:

Nov 2002, Nov 2005, Noy 2010]

1. Amortization of loans is permitted

Section 6 specifically mentions that th
foreign exchange for payments due on account of =

(@)  amortization of loans in the ordinary course of business; or

(b)  Depreciation of direct investments in the ordinary course of business.

Thus, there isno restriction on drawal of foreign exchange for payments due on account of amortization
of loans in ordinary course of business.

e Reserve Bank shall not impose any restriction on the drawal of

‘ The Foreign Exchange Management
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. ‘2. Investmentin lantation activities is prohibited b B |
| sel R . i
x:n:cfi:::) ;e';kulzii::: EQEG}:; framed Foreign Exchange Management (Permissible Capital Account -
S ] e ! Ash pehr IThe.se Regulations, no person resident outside India shall make
activities. y entity which is engaged, or proposes o engage in agricultural or plantation

Thus, a person resi : 3
et Tifs. dent outside India cannot purchase shares of a company in India engaged in plantation

Examine ‘f"”_h ref’""’"m to the provisions of the Foreign Exchange_ Manage Act, 1999 whether there are |
any restrictions in respect of the following: ;
A person, who was resident of U.S.A. for several years, is planning fo return to India permanently. Can he

continue to hold the investment made by him in the securities issued by companies in U.5.A.?2
[CA Final Nov 2010 - 0ld]

Answenr:

As per Section 6(4), 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.

Hence, the USA Resident shall be entitled to hold the foreign securities even after he becomes a person

resident in India.

ion 25:
Mrs. Chandra, a resident outside Indig, is likely to inherit from her father some immovable property in

Tndia. Are there any restrictions under the provisions of the Foreign Exchange Management Act, 1999 in

acquiring or holding such property?
[CA Final Nov 12- Old]

Answer:
As per section 6(5), a person resident outside India may hold, own, transfer or invest in India currency,

security or any immovable property situated in India if such currency, security or 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.
Thus, a person resident outside India may hold. own or transfer any immovable property situated in India
if such property is inherited from a person resident in India.

Accordingly, Mrs. Chandra is entitled to acquire as well as hold the immovable property in India inherited

by her.
Author's Note: Please note that in this question, assumption is that his father is a PRL.

Question 26: |
Repeated question. Hence, merged with other question

Question 27:

Repeated question. Hence, merged with other question

Question 28:
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ould like to pay ;
m a shop. He w
A foreign tounist comes to India, and he purchases an antiques fro

is permitted 4,
her shopkeeper i

cash to the shopkeeper. Comment in the light of the FEMA, whet

foreign currency?

[CA Final RTp May 2y
Answer;

ive otheryige 4 *
son shall receive o
€ general or special permission of the Reserve Bank, no per
through an authorized

Gn
ident outside Tpd:. .
nt by order or on behalf of any person resident outside Indiq i
person, any payme

any manner,

on behalf of any person
Where any person in, or resident in, Tndiq receives any payment by order or
outside India through any othen person (including

qce outside India, then, such
h an authorized person;

ESidgM.
uthorized person) without a corresponding inwang
an a

eived such paym
remittance from any pl person shall be deemedifo have rec &

otherwise than throug

' de there |
inthi les or regulations ma "
AS per section 3 of the FEMA, save as otherwise provided in this Act, ru
or with th
L
|
|
!

, : h on purchase of antiques
Here in the 9iven case, the foreign tourist wanted to pay foreign cazelicyiin.cos ; :
to shopkeeper which as pep section 3, is not p

ermissible to any person to receive any paymzn’r by ;rder or
i thorized pepg ;
on behalf of any Person resident outside India in any manner except received Th""-"—'ih “’;::Du ¢ Aufﬁoriz(:f
Therefore the Shopkeeper cannot accept cash as it will be a receipt otherwise than : erenc
Person except where the shopkeeper hqs taken a money changers license to accept foreign cu y

Question 29:

Noticed ﬁ—_ﬂ.Ileged—T:orTT_ravenﬂoﬁr-escriE;d inthe Reply by the accused person to the
issued to show-cause notice issued show- cause notice
whom
Global Shipping | Made remittance for mgr;aa_r‘shlp of P&T ﬁ;omcu_r;?;r—“rhe Same was remitted
Ltd. club withoyt taking the Fequisite approyq| through the RFC Account and EEFC
Account, Fespectively, fop which no

L T NT Tne | croval was required,

Siphonic L+d_ Made remittance of $ 1,10,000 to BMT Inc. Such Femittance does r;n_ﬂ_:aed the
aUs co, without taking requisite approval, as | [imi+ as specified S0, no approyq| was
reimbursement of pre- incorporation required,
€Xpenses incurred fop setting up the co. by
bringing investment of Rs. 18 (R to India. (1

= [Usb:=Re 75)

afor
its rules & regulati

and

esaid case-scenanig , examine in the lights of the provis ons of the FEMA A ct, 1999
ons, the validity of the confentions made by the aforesaid persons>
Answer:

[CA Final MTP - Dec'2(]
i, Vulidi‘rz of Contertion made by Globaq] Shipgmg Ltd,
As per Ryle 4 read with th

e Schedule IT of the Foreign Exchan
Tr'ansuc‘rions)

9¢ Managemens (Current Account
Rules, 2000, fop making remittance fop membership
Ministry of Fi

of P& Club, Prior approyal of
nance (Insurance Division) is required to be taken

'J_—__;
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= approval is required whepe any remittance has 1o be made for the EJM ﬁmd in SchthkII o
from anRFCaccount and EEFC gecoy . respectively. However, if payment has to be made for remittance .
for membership of P & T, approval is required even if payment is from EEFC account.

il. Validity of Contention made by Siphonic Ltd,

As per Rule 5 read with the Schedyle ITT of the Foreign Exchange Management (Current Accowy
Transactions) Rules, 2000, for remittances exceeding five per cent of investment br-aughf. into Indm'or
USD 100,000 whichever is higher, by an entity in India by way of reimbursement of pre-incorporation
Expenses, prior approval of the Reserve Bank of India shall be required.

Here, Siphonic Ltd. made remittance of $ 1,10,000 equivalent toRs. 82.5 lakhs (1 USD = Rs. 75) to BMT
Inc.,aUs company, as reimbursement of pre-incorporation expenses for bringing investment of Rs. 18
crore into India. So, the amount remitted comes to approximately 4.58% (Rs. 825 lakhs / Rs. 1800
lakhs) of the investment made into India which is lesser than the prescribed limit of 5%.

However, as it exceeds $ 100
rem

000 and so approval was required irrespective of whether the amount
Itted exceeds 5% of the in

vestment or not. Thus, the contention of Siphonic Ltd. is invalid.

—

| Author's Note: Here the conclusion of ICAI
2Hihor s Note: |

me explain this in a different manner.

Provision - If amount of reimbursement exceeds the limit, then approval is required.

Limit = Higher of $100k or 5% of investment (5% of Rs, 18 crores = Rs. 90 lakh i.e., $120k) = $120k
_ Here, reim. Of $110k is lower than limit &

hence no approval is reqd. Hence, contention of co. is valid.
Question 30:

Under the auspices of the Forei

situations fall under "Current A

() Mr.S, aresident in India, i

(i) An Indian resident. import
period of 3 months.

(iii) An Indian resident. trans
from resident's Tndian B

in case of Siphonic Limited seems to be incorrect. Let

gn Exchange Management Act, 1999, (the Act) examine whether the given
ccount Transactions" or not as defined in the Act?
Mports machinery from a vendor

in UK for installing in his factory.
s machinery from a vendor in us

for installing in his factory on a credit

fers US$ 1,000 to his NRI brother

In New York as "gift". The funds are sent
ank account to the NRT brother

's Bank account in New York.
[CA Final Nov 20]
Answer:

() AnIndian resident 'mports machinery from a vendar in UK for installing in his factory. As per FEMA,
It does not alter (create) an asset n India for the UK vendor. T+ does not create any liability to o Uk
vendor for the Indian importer. Once the Payment is made, the Indian resident or the UK vendor
neither owns nor owes anything in the other country. Hence it is a Cunpent Account Transaction.

(i) An Indian resident 'mports machinery from a vendor in UK for
period of 3 months. Under FEMA, it isq liability outside Tndia.
Account Transaction [S. 2(j)(i)], “f

business” are considered as a Current Account Transaction. He
terms is a Cur

urrent Account Transaction.

installing in his factory on a credit
However, under definition of Current
t facilities in the ordinary course of
nce import of machinery on credit

Uii) An Tndian resident transfers Us$ 1 000 +o his NRI brother in New York as"
from resident's Indian bank account to the NRT brother's bank account
once the gift is accepted by the NRT, no one ow
fransaction is over. Hence it

9ift". The funds are sent
in New York. A per FEMA,

ns or owes anything to anyone in Indiq or USA, the
15 a Current Account Transaction

Question 31:

The Foreign Exchange Management Act ) W
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UK aﬁd_re_mcii_ e
She moved to ‘ lined
o ; dIT company. idential purpgge ,
3, tunity in a UK base : or the resi rp se.
Ruchika got an emPIny:wn: u:ll::: :h :;ur-chased a small flat in Uf{ﬂi situated in UK. The renta| ih% e
fq:”:'oiye:rsi 2’9: n"?h‘ T:i":d e\t and et ou;he;od amount was accumulated in hep ¢
re ning to ndia, ) t of UK. g fc[c‘l's &
'ted by her in the bank account of d on the above - answer y
;Z:::Kuzl:?umass:r zl;‘-:;::né 1-: purchase a second flat in the UK. Base by
i sti ! : i nafter returning to Indi
rﬁ:::::l':g g:i:\till::]:nn purchase the first flat in UK and continue to retain eve Q)

[CA Final MTP2- Novza]
Answer:

Purchase of First Flat in UK

: i ' hold, own, transfep or
Section 6(4) of the FEMA, 1999 provides that a person resident in Inzl:u:fgd e T i
invest in foreign currency, foreign security or any immovable prope;‘l‘y S Vner oo el
currency, security or Property was acquired, held or owned by S.UC Pﬂf‘_
outside India or inherited from a person who was resident outside India.

; : - ia. Aft
Ruchika purchased the first flat when she residing in UK and was resident outside Tndia <
returning to Indi

aand after becoming the resident in India, she can continue to hold such flat.
Question 32;

Mr, L was employed as a fashion designer in Elegant Textile Ltd., a publh:l |imi1'2_d company in Gur‘ugm‘m,
India during the financial yeqr 2023-2024. He had efficiently provided his services for‘.183 days durmg
the above said Period. On 01.04 2024 Mr. H the Human Resource Manager of Jeff Fashion Ltd., Paris (a

foreign country) offered him q better employment Opportunity in such company.
On 02.02.2024 M. L left Indiq fop taking up e

Ltd. In Paris. On 30.04.2024
In light of the provisions of
status of Mr. | -

(i) On his return for attend;

(i)) In case, instead of vq
30.04.2024.

mployment as a production controller at Jeff Fashign
he flew back to India for 10 day family function in Manali, India.

the Foreign Exchange Management Act 1999 elucidate: The residentia|

[May 24 - 4 marks]
Check suggested answer if released. T+ Was not released til| the

date this question was included here.
Question 33:

Explain the rules r

elating to the rem
of RBI gs

ittances made
provided ip Schedule

by persons othep
Foreign Exchang
n Exchange Manq

than individuals p
e Management (
gement Act, 1999

€quiring approvq|
Current Account

in respect of the
foHowing:

(i) Commission to the a
(ii) Remi

emitt
(iii) Remittanc

Answer
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"LLP is an alternative corporate business form that gives the benefits of limited liability of a company and
the flexibility of a partnership®. Explain.

[ICAT Module, MTP May 24 -5 marks]
Answer:
LLP is an alternative corporate business form that gives the benefits of limited liability of a company and
the flexibility of a partnership

Limited Liability: Every partner of a LLP is, for the purpose of the business of LLP, the agent of ﬂ?e _LLP;
but not of other partners (Section 26 of the LLP Act, 2008). The liability of the partners will be limited
to their agreed contribution in the LLP, while the LLP itself will be liable for the full extent of its assets.

Flexibility of a partnership: The LLP allows its members the flexibility of organizing 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 e
disciplines, to form commercially efficient vehicles suited to their requirements. Owing fo flexibility in its
structure and operation, the LLP is a suitable vehicle for small enterprises and for investment by venture
capital.

Question 2:
Mr. Ankit Sharma wants to form an LLP taking him, his wife Mrs. Archika Sharma and One HUF as partners
for that. Whether this LLP can be incorporated under LLP Act, 20082 Explain.

[ICAI Module]
Answer:
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 pending.

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) anLLP registered under this Act;

(if) an LLP incorporated outside India; and

(i) a company incorporated outside Indig,

but does not include—

(a)a corporation sole;

(b)a co-operative society registered under any law for the time being in force; and

(c)any other bady 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.

The Limited Liability Partnership Act, 2008 ) w

T




ot Wull i s o ments, The h%, .
e Mited
sestion 3 : intend to do have dec £ ; A
Mohan and Rakul are college frieni:|:|::fn1ndian and 1hi'f Eﬂp :i’rh an initial C“-'P‘;‘;:nioﬁ:imﬂ'ﬂ
| i John intends to ap Johnq
John and Ms, Kate who e le of Mohan LLP inten My
Pﬁﬂ"‘"hip (LLP) under the mmea::‘se:f:n October 15, 2020, Th;gcre-fﬂf'Y' i ';C IE::h'lr-s f the (oY
o 200 each. The LLthn:si:‘:zansulfs same with its Eo;p‘:?:rhﬂ only designated partn e
ne
| odv:::i:: T.Ifsa :: ihp::ppoln*mm* M oh and Ma:a

i riners namely M, Rahyl, Mr.
Ram Infra Development LLP which has 4 pa
Y the name Ram Tnfrq

- resident while othep two ape
d Mr. Albert, Mr Rahul and Mr, Albert are nor - re

| m, Mr, Kartan and Mp, . Mp,

| resident, LLp

- Explain in the ight of
ke Mr. Rahul and Mr. Raheem as Besignated Partner. Exp
wants to take Mp. ; 9
timited Liablity Partrepship g 2008 whether LLP can do s

(ICAT Module]
Answep:

T

There is an [ Lp b

at |

d Liability Partnership Act, 2008, every LLZ S:S:L*}Gn\:a east ty,
reside {

designated Partners who ape Individuals and qf least one of them shall be a

Furthep explanation 1o the section Provides, the tepm “resident in Indiq

In India fop

Provisions of Limited Liability
artners of Dey; Ram Food Circle LLp>
[ICAT Modufa, RTP Mny'24]
Answep:
A limited Irubrll’ry partnershlp S a body Corporate formed and NCorporated under thig Act and s a legal
entity separate from that of itg Partners. The LLP itse|f Will be Jigh|e for the £y extent of it assets byt
the Iinbilﬂ'y f the Partners ;|| be limited. Creditops of LLp shall he creditops of LLP 4 one. In othep
words, Creditorg of LLP cannot claim from Partners, The |n:|biiiTy f the Partners wil| be [imi
agreed contribution i, the LLp,
Hence the credi

Partneng of LLp

LLP gpe the Creditopg of Deyi Ram ood Circle LLp onl
are pot Personally liable towards creditopg Mr. Mudit cannot clqjm his d ﬁcuancy of Rs
3,00,000 from the Partners of evi Ram Fpq Circle LLp
Questiop 5.
M/s Vardhman Steels | p was "Ncorporated o, 01.09.202; 01.01.2023 Partne Partnengh:
"M hamed p, Vardhman eels jg "egistered with Indian Par‘rnershnp Act, 1935 Since -01.2000
Pequested Ro that as the name of LLp jq nearly resemb)e. With the ngm, of already registe p Ftnenship
I'Mm, the nq fLLP shoyq be ¢ anged. Exp|qip, Whether /s Vardhman Steels LLp j liab| h
Name ypde the Provisions of Limiteq Liublh‘ry Act, 2008
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A 4 s 2 r:
section 15 of LLP Act, 2008 provi
e et provides no LLP shall be registered by a name which, in the opin s o
(a) undesirable; or ' T ki
(b) identical or too near!

y resembles to th
any other person under the Trade Mar'oks :;oi;;};'ﬁher

'LLP or a company or a registered trade mark of
|

Further, section 17 ; :
provides, if the name of LLP is identical with or too nearly resembles to- '

(a) that of any other LLP or a company: or

(b) a registered trade mark of a prapE;eTor un
then on an application of such LLP or propriefor re
company, the C6 may direct that such LLP to change its name wit

of issue of such direction.

der the Trade Marks Act, 1999
ferred to in clauses (a) and (b) respectively or a
hin d period of 3 months from the date

o if its name resembles with the name of @

ot change its nam
e where name 15 resembles with LLP, comparty

Following the above provisions, LLP need n
licable only in cas

partnership firm. These provisions are app

or a registered trade mark of a proprietor.
need not change its name even it resembles wi

Hence, M/s Vardhman steels LLP th the name of firm

Question 6:

Kanik, Priyan. ' i

: LLP. Abhinav resigned from
the firm w.e.f. 01.11.2 Whether Abhinav will still

be liable for the loss 0

hawna were partners in Singh Jain & Associates
his was not informed to ROC by LLP or Abhinav.
actions entered after 01.11.2022?

[ICAT Module]

sh, Abhinav and B
022 but t
f firm of the trans

einafter referred fo

an LLP (her
h the LLP)

eased to be a partner of
any person dealing wit!

Answer:
section 24(3). where a person has ¢
elation o

According 1o
as "former partner®), the former partner is to be regarded (inr
£ the LLP unless—

as still being a partner o
that the former pa

(a) the person has notice
hat the former pariner has cease

(b) notice T
Registrar.

rtner has ceased To bed partner of the LLP: or
d to be a partner of the LLP has been delivered to the

C, Abhinav will still be

Hence, by virfue of the above provisions, as o notice of resignation was given To RO
liable for the loss of firm of the +ransactions entered after 01.11.2022.
¢ wound up by the Tribunal.

tion 7:
Enumerate the circumstances 1D which a Limited Liability Partnership may b
Give your answer Il respect of the provisions of the Limited Liability partnership Act, 2008.
[MTP May'24 -5 marks]
Partnershi

Answer:
Circumstances 11

reduced below Two;

Act, 2008]
A LLP may be wound up bY the Tr'rbunal:d nal Al o
1) if 1 decides tha? LLP be wound up 2Y e Tribunal |
i b e more than siX months, the number of partners of The.lLLP is red i
e interests of the sovereignty and integrity of India, the security ©
and Solvency or

(2) if, for a period of

(3) if the LLP has acte

the State or public order:

(4) if the LLP has made ¢ d
f

annual return for any iv ecUTiE® ik i jus

(5) if the Tribunal is of the opinion 1

Mﬂﬂ:

Registrar the statement of Account

+ the LLP be wound Up-

.or
nd equitable tha
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- YOUR @A gyppy
- CASHUBHAM siuGHL

ip firm along with Broyy . 8
bty Fartnership f 2008, advige [
e = imited Liability P rship Act, 2008, adyig, it
M. Prateek (an indivicual) has sTﬂ.ﬁEdo?‘ I;Il:: Limited Liability Par'l:j of the firm. i
Picture Linjfeg ber{Iie ByoWsions n be the designated partn (TP My k-
F Liability Partnership firm, about who ca
- Answep;

imited Liabjl;
ip Act, 2008, every Limi
According 1, section 7 of the Limited Liability Partnership Act,
(LLP) shall haye at |

one of Them

es d ners who are individuals and at least al
two designafe part

 Pesident in Indiq, sh

g

bgq'
Provided, if in LLP, q|
and bodies Corporate,

; ; or more partners qpe
the partners gre bodies corporate or in which one

at |

corporate shq| act as de

P nominees of gy
25T 1o individuals who are partners of such LLP o

indi \riduqh
Signated partneps,

h deieS

n
: ith @ name fhas ,
XYZ LLP yqs Pegistered ynder. the Limited Liability Partnership Act, 200%“"{:.'::?;;?;“ 1_: b :0 + T Was
ater found to be identicq| +, an existing company's name, Xy7z OPC Pyt Ltd, Thy
noticed at +h, Time of registration,
Plain the Provisions of 11, Limited Liability Partnership Act 2008, in respect of the following
(i) When + € name of || p i identicq|
") Formalities With the Re Istrar of Copm anies after nome change of | Lp,
(i) = egistrar of Comp RTP Sept 24
Answep
Accarding to section 17 of the |Lp Act, 2008
(i) No‘rwi?hs’mnding Anything Contained iy, sections 15 qnd 16, if through inadver’rence, or otherwise the
' ON its fingt registration op o its registration by new name IS registered DY a name Which js identicq|
With or to0 neaply resembles 4.
() that of any othen LLP or q Company: o
(b)a registered trade mapk of g Proprietor ynden. the
as likely +o be Mistaken, the i

O proprietop referred tg in clauses (a) and (b)
Y. The Centpq| Government May direct sych LLP 1o change i+ Name or ney, Name
Mmonths from the date o 15sue of sych direction
Provided that an

be Maintaingp|e
ration op Fegistration gn change of hame

Within q
of the LL

P undep this

S hame gp obtaing NeW name i+ shall Within q Period of
of such chang 9've notice of th, change +4 Registrar along with the order o
Who shgl| carry oyt necessary ch

e Sh]bl'lify of the
e othep Partner qlop
being OPerated |

€ Continyeq the
aw is requested +o explain the Provisig Yerning the LLp
Y asingle partnen and its Winding yp by the Tribunal qs Per the Provisions of the Limited
Liability Par-‘rnership Act,2008,
Answer

[May 24 S manks]
= O
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; undzr‘ Sechon 37 of the Limited Liability Partners

a..gck:mggesfed answer if rel





{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }


{ "type": "Form", "isBackSide": false }

