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Preliminary

Question 1: e i of Rs.
The paid-up share capital of Saras Private Limited is Rs. 1 crore, consisting :ffB |I|Gcs;§-u‘lw ?::::: (JVN)
10 each, fully paid-up and 2 lacs Cumulative Preference Shares of BS.IO each, fully go oog- Equity Shares
Private Limited and Sudhir Private Limited are holding 3 lacs Equrr'y 5'_‘“"?’5 c_mc.i : b 9 bsidiaries
respectively in Saras Private Limited. Jeevan Private Limited and Sudhir Pruv::ﬂ'e erafed;r'e the is:e e
of Piyush Private Limited. With reference to the provisions of the Companies Act, 20 Exar i gin
Saras Private Limited is a subsidiary of Piyush Private Limited? Would your answer be different if Fiy
Private Limited has 8 out of 9 Directors on the Board of Saras Private Limited? P IE iy 5]
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 to say the holding company), means a company in which the holding company:
(i) controls the composition of the Board of Directors; or :
(i) 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 i * it (Pi . $
Pw-;:.“;’ io oard of Directors: it (Piyush Pvt. Ltd.) will be treated as the holding company of Saras

Question 2:

l:losn:rm L1d, i: clln :nlisted‘ public company, having five directors in its board which includes two independent
rrzc e _50"" ul (P)Ltd., is subsidiary company of Hastprat Ltd., actively carrying on its business, having

Pcn up capital of X 1.5 crore with 40 members and turnover of X 18 crore respectively and th id '

is not a start-up company. ; ! ekl ik d
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ide your an:
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(i) One person ¢

; Accounts Manc
pomfed as .
Sriram Private Limited is a starf-up company. Mr- | of accounts is to be held on 1st August, ¢

Sriram Private Limited. The Board meeting for approva ! s o Farpir 10 B on 2(4C
he has to prepare the financial statements for approval by

: be prepared
. < that are required 1o
Companies Act, 2013, advise Mr. Lovely about the statement (May 2018, Nov22, MTP May 25 -5

Answer
According to section 2(40) of the Companies Act, 201
includes:
(i) abalance sheet as at the end of the financial year: - 8
(i) aprofit and loss account, or in the case of a company carrying on any activity not for p
income and expenditure account for the financial year;
(i) 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-clouse
sub-clause (iv)

3, Financial statement in relation To a com

Pr-ovidf;d that the financial statement, with respect to one person company, small company, dormant co:
and private company (if such private company is a start-up company) may not include the cash flow stal

For considering the applicability of pr ion i

first fo be analyzed 1‘:1?11' Sunkz (P)T.TZ?Z:Q;O:O:C:‘S;I‘E:: S?::i':m* - cas'e Lk

Er;oviso to section 2(40) of the Companies Act, 2013: o B eeics meionec:
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: given that the company is havi
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Question 3: e Compern
The statutory auditors of a company were required to issue a certificate on the net worth of mf_ M :
as per the requirement of the management as on 30th September 2020 computed as per the provision o

section 2(57) of the Companies Act, 2013.

The company had fair valued its property, plant and equipment in the current year which wr:ls m.s*:uu;r-..',.

taken into retained earnings of the company in its books of accounts. Please advise whether this fal

valuation would be covered in the net worth of the company as per the legal requirements. e e
oy 21

Answer ;
As per sec 2(57) of the Companies Act 2013, any reserves created out of revaluation of assets doesn

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 to accounting of this reserve separately ot
the time of audit of books of accounts of the company.

Question 4: . G
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 Tndia. 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 to 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]

QHGSM <

The information extracted from the audited Financial Statement of Smart Solutions Private Limited as

at 31st March, 2020 is as below:

(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

o Smart Solutions Private Limited as it has failed to file the cash flow statement along with the Balance
Sheet and Profit and Loss Account.

Preliminary
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(i) Whether Sma 0

equity shares are held by a public company?

i .1 statement?
s financial state
(i) Whether Smart Solutions Private Limited h

as defaulted in filing it[JuIy 2021, MTP May 24 - 5 marks]

pany, other than a

er . mpany means a com
:::rding 1o section 2(85) of the Companies Act, 2013, small compary ol
' cribe
public company, having- uch higher amount as may be pres

a) paid-up share capital not exceeding fifty lakh rupees or s

: and ! din
hich shall not be more than fen crore rupees: and e cial year not exceeding
b) ‘:urlrcwver as per profit and loss account for the immediately preceding financial Y

i Rs. 100 crores.
Rs 2 crore or such higher amount as may be prescribed which shall not be more than

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

; : is to say the
Also, according to section 2(87), subsidiary company, relation to any oTher‘ compa:‘fo(]:h:;i 1hanyone-
holding company), means a company in which the holding company exercises of con r-b # sl
half of the total voting power either at its own or together with one or more of its subsidiary comp :

In the given question, Nice Software Limited (a public company) holds 2,00,000 equity shares of ‘Smar'f
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 to 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;

¢) cash flow statement for the financial year;
d) astatement 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 On
; e Person Company, s
company, may not include the cash flow statement, P v donny

Smart Selutions Private Limited being a small ¢ i

utions Pri ompany is exempted from filing a
u_pur‘rbof its financial ftatemems. Thus, Smart Solutions Private Limited h L o
financial statements with ROC, 4s not defaulted in filing its

Question 6: (partially related to chapter 3)

State, who are the persons considered a

. s H .
will be considered in default in the inst officers in default under

ant case? the Companies Act, 2013. Examine who

[July 2021]
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Answer
Relevant Provisions

As per section 39 of the Companies Act, 2013, which deals with the allotment of sgium?::' i*:;:: ;:Z?
in case of any default related to minimum subscription and of return of G-”omen = T for each
section (3) and (4), the company and its officer who is in default shall be 'hable toa I:Itelnt:/ i
default, of one thousand rupees for each day during which such default continues or Rs. 1lakh, w P

is less.

s per section 2(60) of the Act, Officer who is in default, has been described as: T
:orpthespurpzse E}f cany provision in this Act which enacts that an officgr of the company who is in de:?:,:
shall be liable to any penalty or punishment by way of imprisonment, fine or otherwise, means any o
following of ficers of a company, namely:—

() whole-time director (WTD);

ii) key managerial personnel (KMP);

Eiii)) wh):are ‘thre is f\o 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) in respect 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 designated 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 turnover of company is Rs. 35 crore and the capital is same as Rs. 70 lakh?
[MTP Oct 2021)
OR

MNP Private L1d. 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:

() 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, ICAI 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 hi
which shall not be more than ten crore rupees: and

(i) turnover of which as per its last profit and loss account does not
amount as may be prescribed which shal

gher amount as may be prescribed

exceed Rs. 2 crores or such higher
I not be more than one hundred crore rupees.

Preliminary ) “
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Conclusions i 4 under the Compd g
c?nd;:m*:se oresent case, New Private Ltd., @ company registere S Erors since, only one criteria of b)
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: ding Rs, 4 crores is mef, DU AR5 in order to avail the status
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of a small company, New Private Ltd. cannot avail the o
. iteria will be fulfilled, and New Private
(i) If the turnover of the company is Rs. 35 crore, then both the criter! it
Ltd. can avail the sfatus of small company. foi
Question 8: T 5
NP Limited is a registered public compan having the following: Al
MY Liite e Ttk elatves E\< A
(a) | Directors and their Relatives o
(b) | Employees 26 -
(c) | Ex-Employees (Shares were allotted during employment) 15 s
(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 info a private limited company.
Referring the provisions of the Companies Act, 2013, Advise! A
i. Whether the company can be converted info a private company? P
ii. Whether existing number of members need fo be reduced for the proposed private company? F
f
|

[TCAT Module, May 2022]
Answer

Accord.ing to S.ecﬁon 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 member_: +o0 200 !

However, where twa or more persons hold one
or more shares i joi
;urpofses of this clause, be treated as a single member B ey shall. for e
t is further provided that followin i .
g shall not be included in

a) persons who are in the employment of the company; and AR e -
b) persons who, having been former| :

while in that employment and hav

y in the empl
e continued 'roog: :::'nife:: zfc:;:\ﬁny' were members of the company
e employment ceased

A_c:,:or'dingl?'_, total number of members in MNP L
(i) | Directors and their relatives
(ii) | Joint shareholders (7x2) ! |
(iii) | Other Members | .
Total =

mited are:
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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, 20137 25
[May 2022 ]

Answer

According to section 2(76)(viii) of the Companies Act, 2013, Related party, with reference 16 o compary,
means any body corporate which is -

a) aholding, subsidiary or an associate company of such company.

b) asubsidiary 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 fo stated clause (B), above, D Private Limited and E Private Limited are related
parties.

However, as per the Notification No. 6.5.R. 464(E) dated 5th June, 2015, clause(viii) shall net apply with
respect fo section 188 fo 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 1o o
company, means any body corporate which is a subsidiary of a holding company to which it is alsc a
subsidiary,

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

In the given question, D Private Limited and E Private Limited are wholly owned subsidiary companies of
ABCPrivate 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 fo section 188 1o a
private company. Therefore, D Private Limited and E Private Limited are not related parties for the
purpose of section 188.

Question 10: e Y ot

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.

(i), 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 co

: s mpany means a company which has any of
Its securities listed on any recognised stock exchange. i 7

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:

) 3
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In view of the above provisions of the Act:
() ABCLimited isan unlisted company.
(i) CHG Limited is an unlisted company.

(i) PRS Limited isan 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
d paid up share capital was 80 lakhs. The

March, 2022 of S Pvt. Ltd., its furnover was Rs. 1,80 crores; an
etary of the company

Board of Directors wants fo avail the status of a small company. The company secr
tegorized as a small company: Tn the light of the

advised the directors that the company cannot be ca

above facts and in accordance with the provisions of the Companies Act, 2013, you are required to examine

u::e:\e: +he contention of practicing company secrefary is correct, explaining the relevant provisions of
e ACT.

[Nov'22, May 2023, RTP May'24, RTP Sept2d - 5 marks]

Answer:
As per section 2(85) of the Companies Act, 2013, Small company means a company, other than a public

company —
[[I]) :aid-up shire capital of which does not exceed four crore rupees and
i urnover of which as per profit and loss account f i iafe i
kb bl e or the immediately preceding financial year does

Provided that nothing in this clause shall apply to—

(A) a holding company er a subsidiary company;

(B) a company registered under section 8; or '

(C) a company or body corporate governed by any special Act
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all company’ because it is the subsidiary ‘:‘STaTus of a’small company'
of another com
pany (H Ltd.)

shares of XYZ Private Li | .
s te Limit e
('? The provisions of the Cclar:d‘ il Pelghs "
(ii) XYZ Private Limited is a

panies Act, 2013 ap :

ubli e applicable -

public company as per the Compuon?ecsr:si leml?ed?
ct, 20137

( Prelim;narv

Tele id : itSﬂitiﬂO{ Corporate Laws & Other Laws

(MTP May'24 - 5 marks]

Corpor

Answ

()

(i)

Acc
col
1
(@)

one

R .




ity

e Lt a L L . DO i

<s)

Corporate Laws & Other Laws

Tele id : itsnitin0
) YOUR CA BUDDY

CA SHUBHAM SINGHAL

Answer!

(i) Section 1 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.

(1) According to section 2(71) of the Companies Act, 2013, public company means a company which is
not a private company.

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 o 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 total 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.

Question 13: {
MNO Limited are finalising its financial statements and found that the value of one of its properties has
increased. The company came across certain other transactions also and got confused as to what should be

included as 'free reserves’,

The company has approached you to define to them the meaning of the term "free reserves" for dividend
distribution as per the provisions of the Companies Act, 2013,
[MTP Jan'25 - 5 marks]
Answer:
As per section 2(43) of the Companies Act, 2013, free reserves means such reserves which, as per the
latest audited balance sheet of a company, are available for distribution as dividend:
Provided that—
(i) any amount representing unrealised gains, notional gains or revaluation of assets, whether shown as
a reserve or otherwise, or
(ii) any change in carrying amount of an asset or of a liability recognized in equity, including surplus in
profit and loss account on measurement of the asset or the liability at fair value,
shall not be treated as free reserves.

L
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Question 14: cutive Director on t

Mr Kaushal is a Chartered and an MBA by profession, has been oppoin?ed as an Exe i ﬂ
| d ¢ s . octors of the company on various
Board of XYZ Limited, His job profile includes advising the Board of Direcio s o
compliance matters, strategies, business plans, and risk matters relating to the cgﬂ‘_lpan‘f Keeping ! hwe,, .
above position whether Mr. Kaushal can be classified as the Promoter of XYZ Limited? Examine the same
under the provisions of the Companies Act, 2013. [MTP Jan'25 - 5 marks]
Answer:
According to section 2(69) of the Companies Act, 2013, Promoter means a person
(a) Who has been named as such in a prospectus or IS identified by the company in the annual return: or
() Who has control over the affairs of the company, directly or indirectly whether as a shareholder
director or otherwise; or
(c) Inaccordance with whose advice, directions or instructions the Board of Directors of the Company
is accustomed To act.
Provided that nothing in sub-clause (c) shall apply to a person who is acting merely ina professional capacity

As the job profile of Mr. Kaushal is only limited to advise the Board of Directors on various compliance
r_nuﬁ'e.rs, sTr:a‘reg:es, business plans and risk matters relating to business of the company and that to only
in a professional capacity, he will not be classified as a Promoter of XYZ Limited.
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Incorporation of Company and
Matters Incidental Thereto

uestion 1:
?he Articles of Association of XYZ Ltd. provides the Board of Directors authority fo issue bondls provided
such issue is authorized by the shareholders by a necessary resolution in the general meefing of T.he
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 nof 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 ina regular manner,

The doctrine helps fo 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 the lender, 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 o
‘ pposed to that of the rol k i ice'
Comment on this statement with reference to the Companies Act, 2013 T

; ; h [January 2021
The persons (not being members) dealing with the company are always protected by the doctrine ofyIndoor]‘

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

B e e e e T
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presume that internal proceedings are as per documents submitted with the Registrar o ompanies.

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 profects 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 intz_r'r-.al to a company is\not a matter of public knowledge. An outsider can only
- presume the infentions of a company, but not know the information he/she is not privy fo

" ‘

If not for the doctrine, the company could es i i i ici
e s pany escape creditors by denying the authority of officials

Exceptions to Doctrine of Indoor Management (Applicability of doctrine of constructive notice)
notice
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Conclusion relevant for the Alternate question of Smart computers:

In the given question, Mr.Tridev being a person external to the company, ne
necessary meeting was convened and held properly or whether necessary res
Even if the shareholders claim that no resolution authorizing the loan was passed, the company is bound to

pay the loan to Mr.Tridev.
Question 4

Mr. Dan, an Indian citizen decides to start a software development company and opts
Company (OPC). He appoints his friend, Mr. Rohit as the nominee at the time of incorporation, following all
legal requirements. After two years, Mr. Rohit wants to withdraw his nomination. Mr. Dan then nominates
Mr. Akaram in his place and submits the necessary Forms to the Registrar of Companies (RoC).
Considering the legal provisions governing OPCs, analyze the following:

1. What legal process must be followed when a nominee withdraws his consent?

2. How does the change of nominee impact the Memorandum of Association (MoA) of the company?

3. Can Dan own another OPC while still being a member of Dan Technologies OPC Pvt. L1d.?
[November 2020, MTP May'25])

ed not enquire whether the
olution was passed properly

for a One Person

Answer
A One Person Company (OPC) allows a single entrepreneur to establish a business with limited liability while
ensuring continuity through the appointment of a nominee. The role of the nominee. is ¢rucial, as they
automatically become the company's owner in case of the original member's death or incapacity.
1. Legal Process for Nominee Withdrawal

In case if a nominee wishes to withdraw his consent the following steps must be followed:

a. The nominee must submit a written notice to both the sole member (Mr. Dan) and the company.

b. Mr. Dan has 15 days to appoint a new nominee.

¢. The new nominee, Mr. Akram, must provide written consent in Form INC-3

d. Mr. Akram must submit Form INC-4 to the RoC to update the company's records.

2. Impact on the Memorandum of Association (MoA)
A change in the nominee's name does not alter the Memorandum of Association (MoA). The law ensures
that nominee changes do not require formal amendments, simplifying administrative processes.

3. Membership Restriction on Multiple OPCs
As per Rule 3(2) of the Companies (Incorporation) Rules, 2014, an individual cannot be a member of more
than one OPC at any given time: Therefore, Mr. Dan cannot start another OPC unless he exits his current
one. Similarly, Mn, Akram cannot be a nominee for multiple OPCs.

Question 5

Red Limited was incorporated on 1st April, 2014 is facing severe effects of depression of the economy.
Owing o ifs 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 to 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 number of mgmbgr-; is so r‘edl.;ced
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 *h_e 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.

) el

Incorporation of Company and Matters
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Question 6 . :
Yadav Dairy Products Private limited has rcglsTerzd

i i 2014. Now direc
istration of company in December,  ceot by @
;?;rTiC\BS regarding forfeiture of chares should not be changed p

i by passing @ S
While as per section 14 of the Companies Act, 2013 articles may be ch;niedrozispion aguinST s
only. Hence, one of the directors is of the view that they cannof md eap

Act, 2013. You are required 10 advise the company on this matter. (RTP May 2020, ICAT Module]

OR

The Articles of Association of a Company may confain pr
Companies Act, 2013. What is meant by entrenchment pr

provisions of the said Act dealing with entrenchment provisions. )
[Nov 2020, MTP Nov'22, MTP 2 Nov'23 -6 marks]

ovisions for entrenchment under Section 5 of the
ovisions in this context? Also State the relevant

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 met.

Th:hpro:isu?ns for entrenchment shall only be made either on formation of a company, or by an amendment

in the articles agreed to by all tlhe 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 arti.?les 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 Ddiry Products Pri imi i

e . rivate Limited is a private ¢

. 3 . 0

provisions of articles regarding forfeiture of shares. It means it win‘rs to m:l:zu::t: ": :GNTS T: o
enchment of articles,

which is allowed. But the company wi

B ny will have to pass a resoluti i

: , | ; ution takin issi

hould also give notice fo Registrar of Companies regarding en‘rrench?nzi:rzlfssm:' cif S
articles.
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Relevant provisions
As per the provisions of sub-section (3) of section 5 of the Companies Act, 2013, the articles may contain
provisions for entrenchment to the effect that specified provisions of the articles may be alfered only if

conditions or procedures as that are more restrictive than those applicable in the case of e

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 provis_ions of
entrenchment shall only be made either on formation of a company, or by an amendment in the Articles _C’f
Association as agreed to by all the members of the company in the case of aprivate 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 to the Registrar.

Question 8 o AN

Mr. Ram along with his brothers got registered a company in the state of Telangana by furnishing false
information knowingly. What action mdy be taken against the company and its promoters under the
provisions of The Companies Act, 20132

[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 inferest or in the interest of the company
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 fif.

However, before making any order-.
(i) the company shall be given a reasonable opportunity of being heard in the matter: and

(if)  the Tribunal shall take into consideration the transacti i
DA . tions entered into by the company, includin
the obligations, if any, contracted or payment of any liability. 4 o Tis

A . .
iso, the F:\:T;:;S ﬂlefpel‘.?ons named as the first directors of the company and the persons making
declaration me of registration of company shall each be liable for action under section 447

corporation of Company and Matters
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Question 10 o 2
One of the matters confained in the articles of Dhimaan Foundation, incorporated as.a limited company S
under section 8 of the Companies Act, 2013, was altered by passing a special resolution inits general meeting th
and thereaffer, intimation for the same was given to Registrar of Companies. Pr
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. S
Advise, as per the provisions of the Companies Act, 2013, whether the contention of Dhwaj & Co. was valid 7‘|
c

and whether it can be a member in such company?

[RTP May 2022, MTP May'25 - 5 marks]
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 b i i i
Dhimaar y passing a special resolution in its i
thereafter, intimation for the same was given fo Registrar of Companies S

As per the provisions of the Act, it is necessal i

; ry to take previous approval i m

; _ of the i

fo":he same which Iwus not done in the present case and thus the contention of thRggdlSTm:;Of .

section 8 allows a firm to be a member of such company and hence Dhwaj & Co Tj S
A . can be its member.
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directed for the amalgamation with another company registered under this section with an object to ‘:” e
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 to 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.
(i)  Whether the Company may be wound up?
(i)  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 - 6 marks]
Answer
Section 8 of the Companies Act, 2013 deals with the formation of companies which are formed fo promote
the charitable objects of commerce, art, science, education, sports etc. Such company infends 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 companhy 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.

(i)  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.

(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 o'r*der' provide for
such amalgamation to form a single company with such constitution, properties, pov;rer's. 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 .fo the given situa?iclm, 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

:cf, 2(?'13} However, an object for which both the Companies formed were promoting different objects.
ccordingly, the ordert passed by the Central Government after the revocation of license, is not in
compliance of the Section 8 of the Companies Act, 2013, '

Incorporation of Company and Matters ) “
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Conclusion
In the instant case, +he decision of the group of individuals to forma limited liability company for charitable Q
purpose under section 8 for a period of ten years and thereafter 10 dissolve the club and to distribute the B
since there 15 @ ur

surplus of assets over the liabilities, if any. amongst the members will not hold good
restriction 05 pointed ouf in point (b) above regarding application of its profits or other income only in

promo?ing its objects.

F'-:""ﬂ.‘?-f‘n 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 ub-section (9) of Sec 8 of the Companies Act, 2013
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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 ICAI Module]

Answer

The Companies Act, 2013 under section 13 provides for the process of altering the Memorandum of o
company. Since the location or Registered Office clause in the Memorandum only names the state in .whfch
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 fo 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.

(i) 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 @ Board resolution.

(iii) The registered office situated in certdin 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:

(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 (5) of the Act which deals with the change in registered office outside the local
limit from one fown or city to another in the same state, may take place by virtue of a special
resolutionpassed by the company. No approval of regional directoris required as both the places are
falling within the jurisdiction of the Registrar of Mumbai. Accordingly, said proposal is valid

(ii) Section 12talks 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 'rhg third case, change of registered of fice within the local limits of the same city. Said proposal
is validin terms it has been passed under the authority of Board resolution

Incorporation of Company and Matters
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+herein the justification for such change:

,
According to section 13 of the Companies A

prospectus and still has any unutilized amo

' i i e promofers and
(i) the dissenting shareholders shall be given an opporTun;Ty to exit by the p
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 17 417 5

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 1o 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 1o 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?

Answer

[ICAT Module]

Relevant provision

The Companies Act, 2013 has made alterati
. on of the memorandum simple and more b

J m exible. Under secti
13(1) of the Act, a company may, by a special resolution after com P| g RREeKble, i

section, alter the provisions of its Memorandum. plying with the procedure specified in this

Section 13 (10) further stipulates th

registered with the Registrar ag Ob::eno alteration in the

Memorand
u
m shall take effect unless it has been

H_eqca, the Companies Act
Limited can make the r'equ}

2013 permits
any alterqti
red 3 ration
changes in the s Yo the objects elause w:
ause of jtg Memomnde:lrwn”: €ase. Vivek Industries
OT Association
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Question 18

. - ' H nis
Manglu and friends got registered a company in the name of Taxmann Adwsor‘: P:";‘;zut";::ds‘a ;ZXTTO:i!e d
a registered trademark. After 5 years when the owner of trademark came o HO'TS bl inte orw g
an application with relevant authority. Can the company be compelled to change lh " c:'- changes its
trademark? Can the owner of registered trademark request the company B e, COpEY -

name at its discretion? REAT Mo RTP May'23, Jan'25 - kel
Answer
Relevant provision . _ e
According to section 16 of the Companies Act, 2013 if a company IS registered by a name w e
(i) inthe opinion of the Central Government, is identical with Thg name by which a company ah : E
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. I
(i) is identical with a registered trade mark and owner of that trade mark apply to The_ Centra
Government within three years of incorporation of registration of the company, it may o:hr-e:c?~ the
company fo change its name. Then the company shall change its name by passing an ordinary

resolution within 3 months.

Company shall give notice to ROC along with the order of Central Government within 15 days of change.

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 to make some changes and to alter some Clauses of the
Articles of Association which 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) fﬂITemTion 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
(i) Filing of alteration with the registrar: Every alteration of the articles and a cop' of the order of
the Tribunal approving the alteration, shall be filed with the Registrar, together w)i’th a printed copy

of the altered articl ithi ' i
o rficles, within 15 days in such manner as may be prescribed, who shall register the

(iii) A al‘reraf‘io.n made s}lmll be valid: Any alteration of the articles registered as above shall, subject
TA::; the provisions _of this Act, be valid as if it were originally contained in the articles ;
teration noted in every copy: Every alteration made in articles of a company shall be noted in every

;.:Ezi:; ::e?ir:::ﬂ:‘séaa:y Lhned c::: r;nz:ft?:. If ‘l:., cc_:m_pu;yfmukes any default in complying with the stated
: y officer who is in default shall be liable t
rupees for every copy of the articles issued without such alteration. [Se;;Eelr;l;‘ry Ak

(iv)
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he said One Person Company? i 19, RTP % B oih RTP Sept 202

nomination in t

Answer
As per the Com anies

Only a natural person w
%o incorporate a One Pe
Company.

wise Sha“ be ellg:blr—;

Tncorporation Rules, 2014:
One Person

ho is an Indian citizen whether refid
rson Company or shall be a nominee for

entin India or other
the sole member of a

In line with the above provision:

(i) No, it is not mandatory for Navita to withdra
permanently as residential status is not relevant. A natur
resident in Indiaor otherwise can be a nominee in OPC.

(ii) Navita can continue her nomination in the said OPC irrespective 0

natural person with Indian citizenship.

w her nomination in the said OPC as:she ig leaving Indio
al person who is an Tndian citizen whether

f her residential status as she is @

Question 21
5 Ltd. is a company in which H Ltd. is holding 60% of its paid up share capital. O

Ltd. made a charitable tru

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

[ICAI Module |

Answer
Relevant Provisions
According fo section 19 of the Compani
panies Act, 2013 a company sh
. . . ’ u i i
company either by itself or through its nominees Also, holpdi:; Conl\::an:; ;}:lﬁ G:Yt STFPES in its holding
ot allot or transfer i1s

shares to any of its subsidia i
es ry companies and an
subsidiary company shall be void RS i et ilared of o company to its

F{:E:;owing:re ?h: exceptionsto the above rule—
where the subsidiary compan:
‘ y holds such sh
of the holding company: =l
G gal representativeof a d
eceased member

(i)  where the subsidi
ary company h
(i)  where the subsidiary Com:u:: olds such shares as q trustee or

: . isa sh
holding company but in this case areholder even before it became a subsidia £ th
iary company of The

it will not have q ri
a righ 3
Gonclidion ght to vote in the meeting of holding company

shares in the holding compan £

conclude that in the gi i . i
€ given situation S Ltd, can hold sh sLTe capaci »
ares in H Ltd

3W$50thu|_h

ne of the shareholder of H
<t 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 name of S Ltd. Can a subsidiary hold shares

of holding ¢
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BOv I m.h u " f a
:n: :c Kavya L1d. has a paid up share-capital of Rs. 80 crores. Anjali Ltd. holds a e Zf e CF::T:;;::;H
panies L1d. Now, Kavya Itd. is making huge profits and wants fo & Ll ¥ ‘:IT:ch'm nies Act
S Anjali Ltd. Kavya Ltd. has approached you to analyze whether as per the provisions of the pa
e said 2013, they can hold 1/10th of the share capital of Anjali Ltd. [MTP March 2021]
je her Answer
Relevant provision g g - . on

t 20241 In terms of section 2 (87)of the Companies Act 2013 "subsidiary company or subsidiary”. in relation o

any other company (that is To say the holding company), means a company in which the holding company—

()  controls the composition of the Board of Directors or
vle (i)  exercises or controls more than one-half of the total voting power

on with one or more of its subsidiary companies:

either at its own or together

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

v Since, Anjali Itd. is holding more than one half (50 crores out of 80 crores) of the total voting power of
e Kavya Ltd., it (Anjali Ltd.) is holding of Kavya Ltd.
e ts o 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 ne holding company shall allot or transfer
E‘}m 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:
ider °f H Provided that nothing in this sub-section shall apply to a case—
 appoints (i) where the subsidiary company holds such shares-as the legal representative of a deceased member
ld shares of the holding company: or
(i) where the subsidiary company holds such shares as a trustee or
6 marks] (i)  where the subsidiary company is.a shareholder even before it became a subsidiary company of the
holding company
bsidiary In the given question, Kavyaltd. 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.
Module] S
Question 23
AB Limited issted equity shares of Rs. 1,00,000 (10000 shares of Rs. 10 each) on 01.04.2020 which have
rolding been fully subscribed whereby XY Limited holds 4000 shares and PQ Limited holds 2000 shares in AB
o its Limited. AB Limited is also holding 20% equity shares of RS Limited before the date of issue of equity
o its 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?
(i) Whether AB Limited can hold shares of RS Limited?
e (iii) Whether AB Limited can vote at Annual General Meeting of RS Limited held on 30.09.2020?
s, [RTP Nov 2021, May 2019, Nov'23]
of the This given problem is based on Section 2(87)read with section 19 of the Companies Act, 2013,
npany. As pefr sub-clause (87) of Secf.ion 2 of the Companies Act, 2013 "subsidiary company" or "subsidiary", in
'z'f“m" to any other company (i-e., the holding company), means a company in which the holding company—
> () controlsthe composition of the Board of Directors or
n U] i -
:ho| g (ii) ﬁe}\r::f:i :I:“ :-'::;I;sf ::J;;:;?-;g:;\:‘ io:s -‘the total voting power either at its own or together
ye can
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Yo eqUItY shares of RS L1d pefore the date of 1585U¢ of equity shore: sy

e

guDDY

CA munuu gINGHAL

On the b

sharenaid {‘? Lo

capit al

Whereas AB L1d. 8 already holding 20
(e, 14,2020

ratio «

rectors of XY Ltd. and PQ L1d from 0108.2020 the pr

composition of Board of DI
Ltd, and PQ Ltd. M)

Further, RS Ltd. controls the
) of Clause 2,RSL1d isa holding company of XY
(ii)

In the light of sub-clause (87

Following are the answers to the questions:
() Yes. Inthis case AB Ltd. shall be deemed to be a subsidiary company of $he holding company (RS Pt

Ltd) as RS Ltd. controls the composition of subsidiary companies %9 Lid. & PQ L1d. as per Andd
explanation to sub-clause (87) of Clause 2. slp
(i) Yes. In this case AB Limited is a subsidiary of RS Limited as AB Ltd. was holding 20% of equity hold
shares of RS Ltd, even before it became @ subsidiary company of the RS L1d. (i.e. on 01 08.2020), oo
r according o the exception to section 19. shal
(iit) r;l:; 1:;: zt;b:;duu:: cump:n\; shal! have a right to vote at a meeting of the holding company only in Hov
subF;'d‘ e ar"es eld by it as @ legal representative or as d trustee but not where the sub

I . -’ -
iary company is a shareholder even before it became A subsidiary company of the holding

company. Therefore, AB L1d. cannot vote at AGM of RS Ltd. held on 30.9.2020. =

Lt¢

Question 24 [Not well drafted question, student may ignore this question comfortably]

Gi\.fe answer in the following cases as per the Companies Act, 2013:
A alpeae o c H AR - ! s s i 2 T*

< oy 20 el )

(i) Incontinuation of above f : . :
acts, Mr. R, is a memb M
Fippites : } mber of the A
r. R), is one of the directors of the X Ltd. He was alioz ;*i;;r:e'ffon;ccidm- -
of shares held by Mr. R

Being a legal representativ N
 le e and nominee, M ns ed M
the validity of the transfer of such sharés 1:.Mrg::.i1:r; . EEE s TR S
l td . . D 4
) (

Answer
%MM [MTP Oct 2018
per section 2(87) of the Co .
o e mpanies Act, ;
ontrols the composition of the Board of [)ir'if:}t1 3, X If.‘rd. is a subsidiary company of
ors of X Ltd. ny of ABZ Ltd. as ABZ L'

Provided that this sub

-section shall not apply-
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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 hoids such shares as o frustee. or L =
¢) where subsidiary co. is o shareholder even before it became a subsidiary company of the holding co

Conclusion
On the besis of the above provisions, following are the answers:

(i) This situation falls within the purview of exemption stating that such subsidiary comparny 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 Ld acquired 55% paid, up share

capital of S Ltd on 10th March 2018. H Ltd. on 25th September, 2020 decided to issue bonus shgresin the

ratio of 1:1 to the existing shareholders. Accordingly, bonus shares were allofted fo S Ltd, Examine under
the provisions of the Companies Act, 2013 and decide
(i) the validity of holding of shares by SLtd. in H Ltd.

(i) alletment of Bonus shares by HLtd. fo SLid.

[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 shail 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 subsidiapy company is a shareholder even before it became a
subsidiary company of the holding company.

In the given case, H Ltd. has acquired 55% peid up share capital of S Ltd. on 10th March 2018. Whereas, S
Ltd. has been holding 10% paid up share tapital 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 sharesby 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
helding company.

(i) .~ “Allotment of bonus shares by H Ltd. to S Ltd. is also valid in view of the above proviso.

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 genercl
meeting be sent to him only by registered post at his residential address ot 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 two months during the notice of the

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

2.15
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According 10 section (2,) B gt or b giste ed post o7 B ay be prescr'ibed. Conclusic
py sending it to him by P r other mode a5 ; b In the pr
member by by such electronic © h articular mode, for which he In p
at his office of address, or BY of any document through @ P i authorit
provided that @ member may r;quaﬂ for deliViﬁcomPuw inits annual gener'ﬂ| mee : _ Therefo
s::anl pay such fees o3 may b¢ gt e ly b egis*rered post ot his residential address liability ¢
. ved on him on'yY { ed accordingly. otherwis
Thus, if a member wants the notice 1o be S.zr.' + money the notice must be serv Questio
at Kanpur for which he has dﬂP°5md snglee d ‘ :
service will not be deemed to have been effected. Sapphir
swered a8 under director
Accordingly, the questions £ asked may 58 u;le for the reason that the notice was no'f.pr'oper‘ly s.erved_ company
"~ The comelis G Shu"tt: t:on:lpar;y is bound to serve @ valid notice 0 Vijay by registered
i)  Inthe given circumstances, The ; :
( post at his residential address at Kanpur and not outside India. Answer
As per
Question 28 ‘ : , compan!
Explain the provisions of the Companies Act, 2013 relating to the service of Documents’ on a company (1) Fre
and the members of the company. : " she
[MTP Mar 2021, ICAT Module, WTP N'22, MTP 1 N'23, MTP M 24, WTP M'25 - 5 marks] (2) Su
Answer wi'
Under section 20 of the Companies Act, 2013 a document may be served on a company oran of ficer thereof to
by sending it to the company or the officer at the registered office of the company by registered post or @) T
by speed post or by courier service or by leaving it at its registered of fice or by means of such electronic th
or other mode as may be prescribed. cc
4 A
H : oo . A
b:v::::;‘at: case :hare sgcum'nes are held with a depository, the records of the beneficial ownership may di
y such depository on the company by means of electronic or other mode. |
Under section 20 (2), save as provided i Ques
registrar in electronic mode, apdoc:.' r:gn;n “::e :;c:;;: ;r:e m;le thereunder for filing of documents with the Mr. A
post or by registered post or by speed pos: Gt Cour:gn eg:tmr .or any member by sending it to him by memo
such electronic or other mode as may be prescribed. r or by delivering at his of fice or address, or by forf*m
However, a member ma 3 il
' y request for delivery of any d
pay such fees as may be determi y document through a parti asge
ined by the — particular mode : |
by the company in its annual general meeting. B he <hal ARow

Question 29 N
AS pt

Parag Constructions Limited i
imited is a leading i —
Parag has been signi ing infrastructure -
h .~ wn:?}?:l:i :\I‘I) :::s:ructlon contracts on beh::;“ E:’LY'"? ne of the directors of the company Mr who i
now ompan a
:E:I:Genhfmm a renowned soffmr’:rc;:mg gl 41 L COmPaanhG: ;2: ERRvy=ars Al the parties who ([b))
of cornrl;sor:p: ith a local contractor Fir‘ozbizri‘y;\qpnmg constructions will d: Very important construction
i Cz ::uusz he has an implied autho - Mr. Parag sighed partnershi construction for this site in By 1
(A The company deny its labllity % 'v. Later in a dispute cOmpalp deed with Firozbhai on behalf cl’m
a partner? ny deni :
ied to accept liability as ¢ ABC
ﬂmgp
As : "
) def::::f::’: :2]of the Companies Act. 20 [ICAT Modulc] ?h:
: 3 ehalf inq ) 2013 q
. l ; letter or th ny place eith ompany
[ 1} 8 ; e aut . erino : may ay i T
| P secrh:tr'lfy letter should be :iou“lde India. g:* C:honze any person as it pos
' deed. 4rY: This authority aned by 2 direct Mmon seal shoyld b R ey fo execu'e suf
May be either g S of the company € affixed on his quthority )
or it should be signed by !

| ene;
| ral for any deeds or it may b
: . ay be for any specific
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A deed signed by such an attorney on behalf of the company and under his seal sha

- Jh
er _.-: it were made under its common seal,
o i i ' seal of the
h In the present case company has not neither given any wr:lﬂen authority not ;fflx;:hit:;n:}o:he i
e authority letter. It means that Mr.Parag is not legally entitled to execute deeds on E
Therefore, deeds executed by him are not binding on the company. Therefore, company
dress liability as a partner.
rwise
Question 30:
Sapphire Private Limited has registered its articles along with rnemorartdum ‘as on 1st July 2021 I:e
directors of the company seeks your advice regarding the effect of registration of the company on The
red. i n its members.
R company itself and on i (i
Answer . :
As per Section 9 and 10 of the Companies Act, 2013 following shall be the effect of registration of a
company:
Y (1) From the date of incorporation, the subscribers to the memorandum and all members of the company,
shall become a body corporate. _
marks] (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 fo confract and
thereof to sue and be sued.
post or (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 sigried by the company and by each member, and

ctronic :
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
ip may due from him to the company.
Question 31
th the. Mr. Aditya had incorporated a one person company on 07.07.2021. Mr. Yash was named as a nominee in the
him b memorandum of the said one person company. Now, Mr. Aditya, considering the perpetual nature of company
by form of business, desires fo appoint ABC Private Limited as a nominee instead of Mr. Yash. Examine with
B oY reference to the Companies Act, 2013, whether the proposal of Mr. Aditya to appoint ABC Private Limited
as a nominee is valid?
e shall [RTP Nov 2022]

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-

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

2s who (b) shall be a nominee for the sole member of a One Person Company (OPC).
'uction
site in By taking into account the above provisions, ABC Private Ltd. cannot be appointed as nominee in one person
behalf company as only natural persons can be appointed as a nominee. H
.Hence, the pro i i
y as a ABC Private Ltd. as a nominee is not valid. e e
- Question 32
oau 2 iati
T:e Article of Association (AQA) of ABLtd. provides that documents may be served upon the company only
;OZ:::?: ?::iir:o;‘r, S:.J;esh* d:spo?::lju:s some documents to the company by courier, under certificate of
i Id NoT acce itisi i i y
. Sl p n)é et Pt it on the ground that it is in violation of the AOA. As a result, Suresh
e rom loss. Explain  with reference to the provisions of the Companies Act, 2013:
horl'ﬁlf () Whether refusal of document by the company is valid? . % |
d l?:ic (i) Whether Suresh can claim damages for it?
eclt

[Nov 22]
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thereof by sending
. registered post, or
. speed post,or ‘
. courier service, or
. leaving it at ifs reg

.- or other mode as May be presar-lbed. =

lectronic P .
b to AB Ltd by courier whereas the AOA of saic Exam
; document 10 ' Post, AB Ltd. d :
In the instant case, Suresh dispatches SOTE = " pon the company only +hrough Speed Po The |
i hat documents may be served Upo withe
company provides tha d that it isin violation of the AOA.
not accept the documents on the groun the i
Taking into account the above proviier. : i uments by courier to AB Ltd. is complying Answ
() Refusal of documents by ABLtd. isnot valcl)célc;s Sfe::'"i:: doc 4 et
T f i e .
with the provisions given under section 2 i uresh. YES, he-can claim the only
(i) Since, the ABLtd.is at fault by not accepting the documents sent by S : ¢ e
damages for any loss occurred to him.
i Inft
Question 33 : . . g "
Amrish after completing his post-graduate degree in mechanical engineering from the United Klngdc‘m.l mad
returned back to India. Although he got a good placement in a UK-based company, but he thought to build sect
his own business empire in India. Amrish belongs to Barmer district (Rajasthan) where his parents have
agricultural land of 20 acres. He planned to manufacture commercial drones for the use of agricultural Que
harvesting and assist in supply chain process. For this purpose, he planned to incorporate a private limited The
company having the following persons as the first subscribers to the Memorandum and Articles of for
Association: the
(i) Amrish (himself)
(i) R°t_’e"T (He is a college friend of Amrish. He is a Citizen of UK. He has technical expertise and in order Ans
to incorporate the company visited India on a valid Business Visa). Rel
(iii) Eliza (She is college friend of Amrish. She is a Citizen of Neth AS
) - erlands and h i t As
in European Countries which will be immensely useful i i R s contocts :
(V) Goma bevi (Mother<f Aneh, who is lli Y hu in marketing of the company's products) eit!
, who is illiterate. She h 2 !
has received %15 crores, out of which she agreedio a:ugzcegly sold part t?f her agricultural land and e:;
proposed s cribe X5 crores in the share capital of the ;Ex

(v) Goodwork Technologies LLP (A Limited Liability
bil i i
S, 3 il iability Partnership having the expertise in the field of remote

(vi) -Mohit Electronics Private L i i
‘ td. (A Private Limited C i o
Electronics and Electricals). SRER g xpertise in the e e provic™ !Se
Amrish planned to have the Regi ;

' . ir

works office shall be at the Bar?rlafrer:d ?fflce . The i STt | :
et ive. or incorporation of q company, an appli ‘flpur- while the factory anc o
person, two foreign nationals onge LL';CGS:» the initial subscribers +o theF::p ieation for registration is to >° th

. g an ; e om ' illiterat®
Discuss the procedure, how these person one Private Limited Company Pany consists of one illiterc™ (R
of Association, s shall subscrib : 2

e o the
Memorandum of Association and Article®

C

[May'25 - 5 marks! A
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Corporate Laws & Other Laws

Prospectus and Allotment of
Securities

a idi 0 i i I r v. C n s Af" & .
I ll ] I ‘ ” | “ I -

The Board of Directors of Reckless Investment i
without issuing a prospectus with the concerned Registrar of Companies, Explain the remedy avallable

the investors in this regard. (MTP- Aug 2018]

Answer

According to Section 23 of the Com
only by issuing a prospectus. Section
a prospectus and requires the registration of the prospe

pany can issue securities to the public

panies Act, 2013, a public com
sclosed and included in

26 (1) lays down the matters required to be di
ctus with the Registrar before 115 igsue

ted with the above provisions of the Act and hence the allotment

In the given case, the company has viola
fund the entire moneys received and will also be punishable under

made is void. The company will have to re
section 26 of the Act.

Question 2
The Board of Directors of Chandra Ltd. proposes to issue the prospectus inviting of fers 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:

!’rovide.d.‘rhcrr until the Securities and Exchange Board specifies the information and reports on financial
mforn?a'flon under this sub-section, the regulations made by the Securities and Exchange Board under the
s.ecur-l.he.s and Exchange Board of India Act, 1992, in respect of such financial information or reports on
financial information shall apply.

P;oSpec‘rus issued mc{ke a declaration about the compliance of the provisions of this Act and a statement to
the effect that nothing in the prospectus is contrary to the provisions of this Act, the Securities Contracts

Conclusion:
Accordingl i
ingly, the Board of Directors of Chandra Ltd. who proposes to issue the prospectus shall provide

such i S :

i e forafon s ma be speifid by the Secrties ant Exchange Bord
/ vernment in compli i i

e harobion st the iadbllone et tha smm;; |::::is:::: the above stated provision and make a

Prospectus and Allotment of Securities

= e >4 5




_ ( Corporate Laws & Oth.'lh

company decides to pul
ry contents of its memorar

YOUR (A BUDDY : st
CA SHUBHAM SINGHAL Tele Id : Itsnltln‘OS

Question 3 & the company. The
Keya Limited decides to issue 1,00,000 sccu"'?;;s ::mpﬂﬂY about necessa
advertisement of the prospectus. Enumerate to The .
to be specified therein. [RTP- May

of a company is published in any manne

Answer , ectus :
re an advertisement of any prosp dum as regards the following:

According to Section 30, whe ; .
it shall be necessary to specify therein the contents of its memora

(i) the objects, .
(i) the liability of members and the amount of share capital of the company,

(iii) the names of the signatories to the memorunc!um, | :
(iv) the number of shares subscribed for by the signatories, an

(v) the capital structure of the company.

Question 4 et ..
Prakhar Ltd. intends to raise share capital by issuing Equity Shares in different stages over a certain peric

of time. However, the company does not wish to issue prospectus each and every time of issue of shares
Considering the provisions of the Companies Act, 2013, discuss what formalities Prakhar Ltd. should follow

to avoid repeated issuance of prospectus?
[RTP- Nov 2018]

OR
What is a Shelf-Prospectus? State the important provisions relating to the issuance of Shelf-Prospectus
under the provisions of Companies Act,2013,
[Nov 2018]
Answer
Shelf prospectus means a prospectus in respect of which securities or class of securities included therein
are issued for subscription in one or more issues over a certain period without issue of a further prospectus

According to Section 31 of the Company Act, 2013 any class or classes of companies, as the Securities and
Exchange Board may provide by regulations in this behalf may file a shelf prospectus with the Registrar af
the stage:

(i) of the first offer of securities included therein which shall indic
the period of validity of such prospectus which shall commence
offer of securities under that prospectus, and

(if) in respect of a'second or subsequent offer of such securi
prospectus, no further prospectus is required.

ate a period not exceeding one year as

ties issued during the period of validity of that

; : ges in the fi - £t e
occurred between the first or previous offer of secy and 'rhensz'::l::ag;ml;: of ;he company as have
g otfer of securities and suc!

other changes as may be prescribed wi
« With the Registrar withi i
second or subsequent offer of securities under :I?e she';fwtll:::‘pth: Prescribed time, prior to the issue of !
ectus.

ABC Limited proposes to i
] ISsue series of (
funds : ebentures
without undergoing the complicated exer-cis:: offr“eQUenﬂy within a period of one year to raise 1
iss X

series of debentyres Exami i
- Examine the feqsibili uing the : . new
concept of deemed Prospectus d:ali w;;:"'“’ of the Proposal of Aazrffpic:'i every time of issuing ¢ "'

under t Mmite aving taken into account ™"

he Provisions of the ¢

ompanies Act, 2013
[July- ¢

’h___.
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Answer

Information Memorandum together with Shelf Prospectus is deemed Prospectus. The expression “shelf
prospectus” means a prospectus in respect of which the securities or class of securities included therein
are issued for subscription in one or more issues over a certain period without the issue of a further
prospectus. [Explanation to Section 31]

Any class or classes of companies, as the Securities and Exchange Board may provide by regulations in this

behalf, may file a shelf prospectus with the Registrar at the stage:

(i) of the first offer of securities included therein which shall indicate a period not exceeding one year
as the period of validity of such prospectus which shall commence from the date of opening of the
first offer of securities under that prospectus, and

(i) in respect of a second or subsequent offer of such securities issued during the period of validity of
that prospectus,

No further prospectus is required for issue of securities. [Sub-section (1)]

Hence, the proposal of ABC Limited to take into account the concept of deemed prospectus is correct.

Author’s Note: ‘
ICAT has casually used word "Deemed Prospectus” in its question to confuse students. Student will have '
to understand that this question is based on concept of shelf prospectus and not related to sec 25. |

Question 6

What is meant by "Abridged Prospectus"? Under what circumsfances an abridged prospectus need not

accompany the detailed information regarding prospectus along with the application form? What are the

penalties in case of default in complying with the provisions related fo issue of abridged prospectus?
[MTP- March 2019, MTP Oct 2021]

Answer ‘

Relevant Provision:

Meaning of Abridged Prospectus: According to Section 2(1) of the Companies Act, 2013, an abridged

prospectus means a memorandum containing such salient features of a prospectus as may be specified by

the Securities and Exchange Board by making regulations in this behalf.

Circumstances under which the abridged prospectus need not accompany the application forms:

Section 33 (1) of the Companies Act, 2013 states that no application form for the purchase of any of the

securities of a company can be issued unless such form is accompanied by an abridged prospectus. In terms

of the Proviso to section 33 (1) an abridged prospectus need not accompany the application form if it is

shown that the form of application was issued:

» In connection with a bona fide invitation to a person to enter into an underwriting agreement with
respect to such securities; or

¢ Where the securities are not offered to the public.

Conclusion:
If a company makes any default in complying with the provisions of this section, it shall be liable to a penalty
of fifty thousand rupees for each default.

Question 7
An allottee of shares in a Company brought action against a Director in respect of false statements in
prospectus. The director contended that the statements were prepared by the promoters and he has relied
on them, Is the Director liable under the circumstances? Decide referring to the provisions of the
Companies Act, 2013

[MTP- March 2018, MTP Oct 19, MTP March 21]
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Question 8 -
With a view to issue shares fo the general public @ prospectus containing some false information was issue:

by a company. Mr. X received copy of the prospectus from the company. but did not apply for allotment ¢
any shares. The allotment of shares to the general public was completed by the company within the
stipulated period. A few months later, Mr. X bought 2000 shares through the stock exchange at a highe
price which later on fell sharply. X sold these shares at a heavy loss. Mr. X claims damages from the compar,

for the loss suffered on the ground the prospectus issued by the company contained a false statemen’
Referring to the provisions of the Companies Act, 2013 examine whether X's claim for damages is just fied
[MTP March 2018

Answer

Under section 2 (70) of the Companies Act, 2013, “prospectus” means any document described or issued o

R g andfagluces 4 redring prospectus referred to in section 32 or shelf prospectus referred
to in section 31 or any notice, circular, advertisement or other document inviting offers from the public for

the subscription or purchase of any securities of a body corporate

A p_'ﬁospectus is a document inviting of fers from the '
i public. The prospectus -
;r:;g:sl :::dmg‘:!?her on the company or its directors, pr'omo:erspor expmand::: Saf::’-r:enf T: er:i: b
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OR
Spark Services Limited issued a prospectus inviting public offer of securities on 18th June, 2024. The
prospectus mentioned that Mr. T is one of the Directors of the Company. Mr. T is a famous social worker
who helps in educating the poor children in Rajasthan. The prospectus also mentioned that a certain
percentage of funds raised will be utilized towards that community service.

Mr. C was impressed by these statements and subscribed to the shares of the company. He was allotted
1000 shares of the company. He subsequently sold 250 shares to Mr. D. On 15 December, 2024, he came Yo
know that Mr. T was not a director and the company never had any intention of doing community service.
Mr. C and Mr. D want to rescind the contract. Referring to the provisions of the Companies Act, 2013,
examine whether Mr. C and Mr. D can rescind the contract.
[May'25 - 5 marks]

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 intent to
defraud the applicants for the securities of a company or any other personor 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 o the
securities on the basis of such prospectus.

Conclusion:

In the given question, the non-disclosure of the fact that dividends were paid ouf 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 contract of allotment of shares.

Question 10 NN
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
untrue. 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.

i

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

> SR, - |
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copy of prospectus for registration, or B Sniethat i condent aats
. Uaner section 35 (2), that the prospectus was issued WITf‘CfU'f '“SF ' s "1 i vl et hat o
becoming aware of it, he forthwith gave a reasonable public nofice out
knowledge or consent;

" “.

of the

An expert will not be liable in respect of any statement not made by him in the capacity of an expery 4
included in the prospectus as such

* Under Section 35 (2) (c) of the Act:

:’.Jt states that, as (r-e)gfxr)ds every misleading statement purported to be made by an expert or r‘m_"m'"mi
in what purports to be a copy of or an extract from a report or valuation of an expi.-’v"*: 't was a corregy
and fair representation of the statement, or a correct copy of, or a correct cmd. fair extrcclt from, th,
report or valuation; and he had reasonable ground to believe and did up to the time of the issue of the
prospectus believe, that the person making the statement was competent to make it and that the saig
person had given the consent required by Section 26(5) of the Act to the issue of the prospectus ang
had not withdrawn that consent before filing of a copy of the prospectus with the Registrar or, to the

defendant's knowledge, before allotment thereunder.
Question 11

State in what way does the Companies Act, 2013 regulate and restrict the following in respect of a company
going for public issue of shares:

(i)  Minimum Subscription, and
(i)  Application Money payable on shares being issued

[MTP- Oct 2018, April 2019, April 20215
Answer

to the public for subscription; unle

()  the amount stated in the
(i) th

Y securities of a company offered
ss; -

y the company-
Application money: Section 3 '
be less. than 5% of the nomi

In case of any default under syp secti
~Section, the com : _
enalty, for each Pany and it of fic = _ 3
kah ty nl defau.n'f, of one thousand rupees for each dqy 4 o Wh? 'S In default shall be liable 0
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Question 12
A L1d. issued 1,00,000 equity shares of Rs. 100 each at par to the public by issuing a prospectus, The
prospectus discloses the minimum subscription amount of Rs. 15,00,000 required to be received on
application of shares and share application money shall be payable at Rs. 20 per share. The prospectus
further reveals that A Ltd. has applied for listing of shares in 3 recognized stock exchanges of which 1
application has been rejected. The issue was fully subscribed and A Ltd. received an amount of Rs. 20,00,000
on share application. A Ltd., then proceeded for allotment of shares.
Examine the three disclosures in the above case study which are the deciding factors in an allotment of
shares and the consequences for violation, if any under the provisions of the Companies Act, 2013.
[Jan- 2021, MTP 2 May'23]

Answer
Relevant Provision:
As per the requirement of the question, disclosures which are the deciding factors inan allotment of shares
are laid down in section 39 of the Companies Act, 2013,
According to Section 39(1), no allotment of any securities of a company offered to the public for
subscription shall be made unless-

(i) the amount stated in the prospectus as the minimum amount has been subscribed, and

(i)  the sums payable on application for the amount so stated have been paid to, and received by the

company by cheque or other instrument.

The amount payable on application on every security shall not be less than five per cent of the nominal
amount of the security or such other percentage or amount, as may be specified by the Securities and
Exchange Board by making regulations in this behalf.

Given Case and Analysis:

In the question, A Ltd. issued shares to public by issuing of prospectus, disclosing minimum subscription,
sum payable on application for the amount; and the amount received on share application is more than 5% of
the nominal amount of the security.

Further, it revealed that A Ltd. has applied for listing of shares in 3 recognized stock exchanges of which
one application was rejected.

In the given instance, there is compliance to section 23, as nothing is talked about matters required to be
included in the prospectus under section 26 (1) and about filing with the registrar; assuming that the said
requirements have been complied with, requirement of section 39 as regards obtaining of minimum
subscription and the minimum amount receivable on application (not less than 5% of the nominal value of the
securities offered) are fulfilled.

The provisions of section 40 of the Companies Act, 2013 states that every company making public of fer
shall, before making such offer, make an application fo one or more recognized stock exchange or exchanges
and obtain permission for the securities to be dealt with in such stock exchange or exchanges.

The above provision is very clear that not only the company has to apply for listing of the securities at a
recognized stock exchange, but also obtain permission thereof from all the stock exchanges where it has
applied, before making the public offer.

Since one of the three recognized stock exchanges, where the company has applied for enlisting, has
rejected the application and the company has proceeded with making the offer of shares, it has violated
the provisions of section 40. Therefore, this shall be deemed to be irreqular allotment of shares.

Conclusion:

Consequently, A Ltd. shall be required to refund the application money to the applicants in the prescribe
manner within the stipulated time frame.

Prospectus and Allotment of Securities ) B p—— “
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the vuhdity'of the above arrangements under the provisions of the Companie .

(RTP May 20151
Answer

Relevant Provision:

Section 40 (6) of the Companies Act 2013, provides that a company may pay C?""T"'”':"?:’C:'Lyb::r’:ﬂ in
connection with the subscription or procurement of subscription to its securities, whe e ?u € or
conditional, subject to a number of conditions which are prescribed under Companies (Prospectus ang

Allotment of Securities) Rules, 2014, In relation to the case given, the conditions applicable under the aboy,
Rules are as under:

(i)  The payment of such commission shall be authorized in the company's articles of association;

(i)  The commission may be paid out of proceeds of the issue or the profit of the company or both;

(iii)  The rate of commission paid or agreed to be paid shall not exceed, in case of shares, five percent
(5%) of the price at which the shares are issued or a rate authorised by the articles, whichever g

less, and in case of debentures, shall not exceed two and a half per.cent (2.5 %) of the price at
which the debentures are issued, or as specified in the company's articles, whichever is |ess:

Conclusion:

Thus, the Underwriting commission is limited to 5% of issue price in case of shares and 2.5% in case of
debentures subject to the rates in articles of association.

In view of the above, the decision of Kapoor Builders Ltd, to pay underwriting commission exceeding 2% as
prescribed in the Articles is invalid,

The company may pay the underwriting eommission in the form of flats as both the Companies Act and the
Rules do not impose any restriction on the mode of payment though the

source has been restricted to either
the proceeds of the issue orprofits of the company.

Question 14 \\;

° N |
Examine the validity-of the following statement referring to the provisions of the Companies Act, 2013
and/or Rules: " The Articles of Association of X Ltd, contained a provision that upto 4% of issue price of
the shares may be paid as underwriting commission to the underwriters, Th |
. The Board d.
decided Yo pay 5% underwriting commission, Ao Diractore of Ses

= [MTP April 2019)
Modern Jewellery Ltd decides to pay 5%

i issue price of shares it issi
underwriter, but the articles of the company authorize only 4% underwilsﬁunderwrmng g
the validity of the above decision under the provi

‘ Ng commission on shares, Examiné
sion of the Companies Act, 2013,
Answer

[May 2019]
Relevant Provision:
Section 40 (6) of the Companies Act 2013,

connection with the subseri

. ption or procyr
conditional,

ement o
subject to the number of cond f Sdbger

Pay commission to any person "
itio
Allotment of Sccurities) Rulu‘ 2014, ns

its securities, whether absolute
d under Companies (Prospectus

ption to
which ape prescribe

Under the Companies (Prospectus and Allotment of Securities) Ryl
es

agreed 1o be paid shal| not exceed, in ¢

_ ; « In case of gp,

are issued or a rate authopiged by the articles, w:,?;;:::eupl” cent (5%) of the price at which the sho
ess,
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In the given problem, the articles of-;e_Jgh*lave drel_;ttr:sedtﬂlguﬂdem'i"'“g commussion but the cirectors
decided to pay 5% underwriting commission

Conclusion:

Therefore, the decision of the Board of Directors to pay 5% commission to the underwriters is invalid

Question 15
Explain various instances which make the allotment of securities as irregular allotment under the Companies
Act, 2013.

[May 2019)
Answer

Irregular allotment: The Companies Act, 2013 does not specifically provide for the term “Irreguler
Allotment” of securities. Hence, we have to examine the requirements of a proper issue of securities and
consider the consequences of non- fulfilment of those reguirements.

In broad terms an allotment of shares is deemed to be irreqular when it has been made by a cenipany in
violation of Sections 23, 26, 39 or 40. Irregular allotment therefore arises in the following instances:
(i) Where a company does not issue a prospectus in a public issue as required by section 23:\or
(ii) Where the prospectus issued by the company does not include any of the matters required to be
included therein under section 26 (1), or the information given is misleading, faulty'and incorrect: or
(iii) Where the prospectus has not been filed with the Registrar for registration tnder section 26 (4): or
(iv) The minimum subscription as specified in prospectus has not been received in terms of section 39 or
(v) The minimum amount receivable on application is less than 5% of (the‘rominal value of the securities
offered or lower than the amount prescribed by SEBI in this.behalf: or
(vi) In case of a public issue, approval for listing has not been gbtained from one or more of the recognized

stack exchanges under section 40 of the Companies Act, 2013.
Question 16 -\
TDL Ltd., a public company is planning to bring'a public issue of equity shares in June, 2018. The company

has appointed underwriters for getting its shares subscribed. As a Chartered Accountant of the comparny

appraise the Board of TDL Ltd. abodt the provisions of payment of underwriter's commission as per
Companies Act, 2013,

[May 2018]
Answer

The provisions of Companies Act, 2013 regarding the payment of underwriter's commission are as follows:

Payment of commission: A company may pay commission to any person in connection with the subscription
To its securities, whether absolute or conditional, subject to such conditions as given in Rule 13 of the
Companies (Prospectus and Allotment of Securities) Rules, 2014

Conditions for the payment of commission:

a) the payment of such commission shall be authorized in the company's articles of association:
b) the commission may be paid out of proceeds of the issue or the profit of the company or both;

. Rate of commission: The rate of commission paid or agreed to be paid shall
5% of the price at which the shares are issued or a rate authorised by the

articles, whichever is jess. and
in case of debentures, shall not exceed two and a half per cent of the price at which the debentures are
issued, or as specified in the company's articles, whichever is less.

not exceed, in case of shares.

Disclosure of particulars: the prospectus of the com
@.  the name of the underwriters;

b,

pany shall disclose the following particulars -

the rate and amount of the commission payable to the underwriter: and
number of securities which is to be underwritten or subscribed by underwriter absolutely.

i

Prospectus and Allotment of Securities
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No commission to be &%I %ershulﬂﬁﬂ ptinadadssion to any underwriter on securities which g,
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delivered to registrar: a COpY of contract for the paym,

Copy of contract of payment of commission to be !
<4 L ry of the prospectus for registration

of commission is delivered to the Registrar af the fime of delive

4
dingly, it has issued private piucgm,_m"
qualified institutional buyers gy
equity shares under this offer letter

persons in their individual names fy,

Question 17

Prakash Limited wants to raise funds for its upcoming project. Accor
offer letters for issuing equity shares to 55 persons, of which four are
remaining are individuals. Before the completion of allotment of
company issued another private placement offer letter to another 155

issue of its debentures.

Being a public company is it possible for Prakash Limited to issue securities under a private placement offep
By doing so, whether the company is in compliance with provisions relating to private placement or should
these offers be treated as public offers? What if the offer for debentures is given after allotment of

equity shares but within the same financial year?
[Dec 2021, MTP March 2021, MTP M22, MTP N'22, MTP N'23, MTP M'25 - 5 marks)

Answer
According to section 42 of the Companies Act, 2013 any private or public_company may make private
placement through issue of a private placement offer letter.

However, the offer shall be made to the persons not exceeding fifty or such higher number as may be
prescribed, in a financial year. For counting number of persons, Qualified Institutional Buyers (QIBs) and
employees of the company being offered securities under a scheme of employees’ stock option will not be
considered.

Further, Rule 14 (2) of the Companies (Prospectus and Allotment of Securities) Rules, 2014 prescribes
maximum of 200 persons who can be offered securities under the private placement in a financial yea,
though this limit should be counted separately for each type of security.

It is to be noted that if a company makes an offer or invitation to more than the prescribed number of
persons, it shall be deemed to be an of fer to the public and accordingly, it shall be governed by the provisions
relating to prospectus.

Also, a company is not permitted to make fresh offer under this section if the allotment with respect 10
any of fer made earlier has not been completed or otherwise, that offer has been withdrawn or abandoned
by the company. This provision is applicable even if the issue is of different kind of security.

Any offer or invitation not in compliance with the provisions of this section shall be treated as a public
offer and all provisions will apply accordingly.

In the given case Prakash Limited, though a public company but the private placement provisions allow eve!
g pubie ko . iy funds through this route. The company has given offer to 55 persons ouf of whic
4 are qualified institutional buyers and hence, the offer is given effectively to only 51 persons which is wel

within the limit of 200 persons. From this point of view, the ¢ : en
: om | lacem
provisions. pany complies the private pld

However, as per the question, the company has given another private placement of fer of debentures befo!

completing the allotment in respect of first offer and th wi
the provisions of section 42, erefore, the second offer does not comP

“ S s e ( Prospectus and Allotment of Securities
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Hence, the offers given by the company-l:.ﬁlltg Tlrgntkc!-gssp'll"-ltclmgrslﬂ case the company gives of fer for
debentures in the same financial year after allotment of equity shares is complete then both the offers

" > [

can well be treated as private placement offers.

Question 18
XYZ Limited issued a prospectus to raise funds for a new manufacturing project. After successfully raising
the funds, the company identified an investment opportunity in a different industry six months later,

requiring a significant portion of the funds. The proposed investment involved trading in equity shares of
other listed companies.

The board of directors suggested varying the original objectives for which the funds were raised to allow
this new investment and recommended passing a special resolution in the company's general meeting. While
the promoters and controlling shareholders supported this change, some shareholders expressed concerns,
particularly regarding the deviation from the initially stated purpose of the funds.

Based on the provisions of the Companies Act, 2013, advise on the validity of the proposal to redirect the
funds toward this new investment.

[RTP Jan'25]
Answer:
According to section 27(1) of the Companies Act, 2013, the terms of a contract referred fo in the
prospectus or objects for which the prospectus has been issued can be varied, but enly with the authority
of the company given by it in general meeting by way of special resolution.

The second proviso to sub-section (1) prescribes that such company\is'not to use any amount raised by it
through the prospectus for buying, frading or otherwise dealingiin eqlity shares of any other listed company.

In the given question, XYZ Limited, is planning to use the'amount initially raised for investing in a different
industry, which also involves trading in equity shares.of other listed companies.

Though XYZ Limited has passed a special reselution for the said proposal but it cannot use any amount

raised by it through the prospectus ferbuying, trading or otherwise dealing in equity shares of any other
listed company. Hence, the said proposal for new investment is not valid.

Question 19 AN

CDS Ltd. is planning te make a private placement of securities. The Managing Director arranged to obtain a

brief note from some source explaining the salient features of the issue of private placement that the

Board of Directors shall keep in mind while approving the proposal on this subject. The brief note includes,

inter alia, the information / suggestions on the following points:

(i) A private placement shall be made only to a select group of identified persons not exceeding 200 in a

financial year.
The aoforesaid ceiling of identified persons shall not apply to the offer made to the qualified
institutional buyers but is applicable to the employees of the Company who will be covered under the
Cempeny's Employees Stock Option Scheme.

(i) The offer on private placement basis shall be made only once in a financial year for any number of
identified persons not exceeding 200.
The Company solicits your remarks on the points referred above as to whether they are valid or not?
Reasoned remarks should be given in accordance with the provisions of the Companies Act, 2013.

[Jan- 2021]

Pro A Em i AR ORI TSI i o “ < Jj2
S It R e Ml WAl sk



YOUR CA BUDDY (

Corporate
P aws g Othe,
- CA SHUBHAM SINGHAL —

o Tele id : itsnitin05

Relevant Provision: ; S i it

As per the provisions of sub-section (2) of section 42 of the Corrlpran|es Act, ;0 c,i;z;::e ; p a:ement sha
be made only to a select group of persons who have been identified by the Boar : re errgd to g
“identified persons"), whose number shall not exceed 50 or 'SUCh higher number as may be prescribeq,,
a financial year subject to such conditions as may be prescribed.

It is also provided that any offer or invitation made to qualified ins_ti.‘fu'rional buy.er'sé ;rl 'robem:‘:!o ees ¢
the company under a scheme of employees’ stock option as per provisions of section 62(1)(b) shall Not be
considered while calculating the limit of two hundred persons.

According to Rule 14 (2) of the Companies (Prospectus and Allotment of Securities) Rules, 2014, an offep

or invitation to subscribe securities under private placement shall not be made to persons more than two
hundred in the aggregate in a financial year.

As per Explanation given in this Rule, it is clarified that the restrictions aforesdid would be reckong
individually for each kind of security that is equity share, preference share or debenture.

Referring to the above-mentioned provisions of sub-section (2) of section 42 of the Companies Act, 20}
and Rule 14 the Companies (Prospectus and Allotment of Securities) Rules, 2014, we can conclude as follow
() The company is correct in proposing that private placement shall be made only to a select group ¢
identified persons not exceeding 200 in a financial year. This part of the proposal is correct.
The company is also correct in pro
to offer made to the qualified in
said ceiling is applicable to emplo

posing that the aferesaid ceiling of identified persons shall not app
stitutional buyers, but the company is not correct in saying that t
yees covered under the Company's Employee Stock Option Scheme.
Hence, the second part of the proposal is only partially correct.

(i) The Companies (Prospectus.and Allotment of Securities) Rules, 2014 provides that an offer ¢
invitation to subscribe securities under private place

ment shall not be made to persons more than 20
In aggregate in.a financial year.

Keeping the ceiling of 200 persons in a

ggregate during a financial
be made more than once in a financial

year, offer of private placement ca
year. Therefore, the secon

d statement is not fully correct.

(2) Filing with the registrar:

A company proposing to :
; 9 10 issue a red heppi ile it with the
Registrar at least three days prior to the 0pening of the subscrip':3 ::‘iosip:c;u:; shaflicflle it with
“ S

&
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TCSeS wm The med hering prospecs Shall be Sied with the Registror and the SESL

s Question 21 ;

: The 3oard =F Drectors oF A LmiTed made © orvenTe pliccement offer to agrowp of 150 persons to subscribe
b : for 100 egu=y shares © TIO0 eoch om I Anev 2022 =fter passing @ specal rescletion in this regard. The
oTDONY NECEwES TOMCTSTOm momey Trom the memiers on Sthdori, 2022 bet did not make an allotment of
k. snares Tl Slssldly. 2022 Imstenc curwg This mrenm pemod, the Compeny coted to utilize the epplication
s m«‘:r"em'f:‘:--f-zpc-r*m::az-mtv*zmm_m:fﬁtw&ﬁsmﬂd
: mo:z:‘a'-rsﬁtzﬂc*rmrmaﬂ;mmwmwﬂmww
company = loSie T3 repoy The soplicstion money with imterest @ IS% pa for such pog Calppliance. Examine
2013 3 The vty of The ojection rases Dy the members with reference to the Coppamies Act, 2013, and also
iowg: | SEcE wheTher copicotion momey oo Be wsed for the poyment of dividends, B the'company.
p of Now'23 - 5 marks]
¥ Arswer v

A As per section £2(8) oF *he Compomies Act. 2013, o compomy $@Mig/an offer or invitation under private
soply pracement shell aist s securihes withim 80 doys from the{OoYe '6F receipt of the cpplication money for
) Such secgrihies and i The compamy & ot obie o aliet the Secinities within that peried, it shall repay the
Sppihcston morey T The subsonbers wthm 15 coysfrom she expiry of 80 deys ond if the company fuails to
rescy The coplhicotion memey wthim the cforesgidpened * shall be hicbie to repay that meoney with interest

ot the rate of 1Z% per o from the exgiry o Fhe S0th doy

£ 3
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Yongahions under Red Herring Pra éjié%jﬂi& i< Pros fgs red herring prospectus shall carry
The Some ooligations as are app k& preisgﬁjlﬁmll ny variation between the red herrmg
prospelius and q prospect

us shail be highlighted as variations in the prospectus.

o

ing of Prospectus with Registrar and SEBT upon closing of Offer: Upon the closing of the of fer of
securities under this section the prospectus stating therein the total capital raised, whether by way
of debt or share capital, and the closing price of the securities and any other details as are not
ncluded in the red herring prospectus shall be filed with the Registrar and the SEBI.

Question 21
The Board of Directors of 'A Limited’ made a
for 100 equity s

private placement offer to a group of 150 persons to subscribe
hares @ X100 each on Ist April, 2022 after passing a special resolution in this regard. The
company received application money from the members on 15thApril, 2022 but did not make an allotment of
shares till 31stJuly, 2022 Instead, during this interim period, the Company opted to utilize the application
money for the payment of dividend that had been declared by the company. Some of the members raised
an objection that as the allotment was not done by the Company within the prescribed time limit, the
company is liable to repay the application money with interest @ 15% p.a. for such non-compliance, Examine
the validity of the objection raised by the members with reference to the Companies Act; 2013, and also
decice whether application money can be used for the payment of dividends by the company.

[Nov'23 - 5 marks]
Answer

As per section 42(6) of the Companies Act, 2013, a company making an offer ‘or invitation under private
placement shall allot its securities within 60 days from the date of peceipt of the application money for
such securities and if the company is not able to allot the securities within that peried, it shall repay the
application money to the subscribers within 15 days from the expiry of 60 days and if the company fails to
repay the application money within the aforesaid period, it shall be liable to repay that money with interest
at the rate of 12% per annum from the expiry of the 6Qth day.

It is provided that the monies received on application under this section shall be kept in a separate bank
account in a scheduled bank and shall not be utilised for any purpose other than:

(1) for adjustment against allotment of securities: or

(2) for the repayment of monies where the company is unable to allot securities.

In the instant case, application money from the members was received on 15th April, 2022 and company did
not make an allotment of ‘shares till 31st July, 2022 i.e. after expiry of the period of 60 days. Hence, the

company is liable To'repay that money with interest at the rate of 12% per annum from the expiry of the
60th day.

Therefore, the objection raised by the members for non-allotment of shares/non-refund of share

application money within the statutory time limit is valid. However, their claim to pay interest @ 15% is not
valid

Also, the application money cannot be used for the payment of dividends by the company.

Question 22 _

Referring to the provisions of the Companies Act, 2013, answer the following queries:

(i) What is the fype of resolution to be passed and maximum number of persons to whom an offer by private
placement in a financial year be made?

(ii) Explain the consequences of non-allotment of shares within the stipulated timeline.

(iii) In case the shares were allotted within the requisite allowed time, when can the company start utilizing
the funds received by it from such private placement?

[May 24 - 5 marks]
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es) Rules, 2014 ,
p : ies (Prospectus and Allgtment of Securit) ) Rules, 2014, requires prio,
(1) Rule 14(1) of the Compani

the private plac Porog
f the shareholders of the company, by a specidl resolution for each of the private p ement offergy| |
of the shareho ’
invitations,

: offer or invitation for NON-Convers
Provided further that this sub-rule shall not apply in case :f & of far or Iwitation does ns Y
debentures, where the proposed amount o be migd fh"";'g 5‘:’?0“ i "ﬂtmﬁ
the limit as specified in clause (c) of sub-section l(l) 1;9 ?:uldbe .
resolution under clause (c) of sub-section (3) of section odeq

\ nverti es, where the
Provided also that in case of offer or invitation for non-co t?le' d;benspecﬂfhed in clouse (c) of
amount to be raised through such of fer or invitation exceeds the limit e

: : I l
section (1) of section 180, it shall be sufficient if the company passes @ previous special resolution o)

once in a year for all the of fers or invitations for such debentures during the year.
Thus, based on above, the resolution will be passed.

As per section 42(2) of the Companies Act, 2013, a private placement shall be made enly 10 o seles
group of persons who have been identified by the Board, whose number
higher number as may be prescribed, in a financial year.

sholl'hat exceed 50 or sk

. \

Rule 14 (2) of the Companies (Prospectus and Allotment of Securities) Rules, 2014 has prescribed ‘=
offer or invitation to subscribe securi

ties under private placement shall not be made to persons more
than two hundred (200) in the aggregate in a financial year's.. =

3 3
] AN/

Provided that any offer or invitation made to Qualified Institutional Buyers and Employees of the
company being offered under a scheme of ESOP Gnder section 62(1)b) shall not be considered while
calculating the limit of two hundred persons.

As per rule 14(7), NBFCs which are registered with the RBI and Housing Finance Companies which are

registered with the National Housing Bank: if they are complying with any regulations made by the RBI

or National Housing Bank.in respect of offer or invitation to be issued on private placement basis_ thes
need not to comply with the rule 14(2) above.

Thus, based on dbove; the maximum number of persons to whom an offer by private placement ing

financial year will be determined.

(i) As per.section 42(6) of the Companies Act

¢ ”,q!gj:r"priva'te placement shall allot it
"\, application mo ney.

If company fails to make allotment within 60
subscribers shall be made within
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Question 23

1,00,000 Equity shares of X 100 each were issued at a premium of X 2 per share by PQR Limited after of fer
for the same was received from the shareholders in terms of the prospectus issued by the Company on 1st
April, 2022. The prospectus specified that the amount received from the issue will be exclusively used for
manufacturing and distributing some life-saving drugs. In August 2024, the Company after proper market
survey found that there is ample demand for Artificial Intelligence based software and therefore decided
to go forward for development of such type of software. They also wanted to divert a small amount for
investment in the equity shares of a large successful company. Since there was surplus money from the
above issue of equity shares, the Board of Directors passed two resolutions for the above purpose: the
first for investing X 60,00,000 for development of Artificial Intelligence based software and the second
for investing X 5,00,000 in the Equity Shares in X Limited, which is a listed company.

In order to avoid any unwarranted situation from the shareholders, the Directors called for an extra
ordinary general meeting in which votes cast in favour of the proposal was in excess of the votes cast
against it. Some shareholders objected to the above action of the Board on the following grounds:

(i) that the resolution passed in the extra-ordinary general meeting was not proper since the required
majority did not approve the same.

(i) that the prescribed details of the notice which was given to the shareholders should also have been
published in newspapers (one in English and one in vernacular language) circulating in the city where the
registered of fice of the Company is situated indicating clearly the justification for such variation in
the use of the funds: and

(i) that the resolution passed for investing ¥ 5,00,000 in the Equity Shares in X Limited is illegal.

Referring to the applicable provisions of the Companies Act, 2013, decide, whether the contentions of the
shareholders are tenable.

[Jan'25 - 5 marks]
Answer:
According to section 27(1) of the Companies Act, 2013 (the Act), the terms of a contract referred to in
the prospectus or objects for which the prospectus has been issued can be varied, but only with the

authority of the company given by it in‘a general meeting by way of a special resolution passed through
Postal Ballot.

The first proviso to sub-section (1) requires that prescribed details of the notice which has been given to
the shareholders are to be published in newspapers (one in English and one in vernacular language) circulating
in the city where the registered office of the company is situated indicating clearly the justification for
such variation.

The second proviso to sub-section (1) also prescribes that such company is not to use any amount raised by
it through prospectus for buying, trading or otherwise dealing in equity shares of any other listed company.

Section 27(2) of the Act provides that the dissenting shareholders (i.e. those who did not agree to the
variation) are to be given an exit of fer by promoters or controlling shareholders at such exit price and in
such manner and conditions as may be specified by SEBI by making regulations for this purpose.

In the given question, PQR Limited has raised amount through issue of equity shares. It was specified that
the amount so received will be used exclusively for manufacturing and distributing some life saving drugs.
However, now the company wants fo use the surplus money left from the mentioned issue of shares, for
development of Artificial Intelligence software and for investing in Equity Shares of X Limited (a listed
company).

As per facts of the question and the provisions of the Act:

The company called an extraordinary general meeting for the above proposals of using the surplus amount.
In this meeting, votes cast in favor were in excess of votes cast against.

Prospectus and Allotment of Securities ) . w
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Share Capital and Debentures

Question 1:

To prevent excessive concentration of control among a group of shareholders, describe with the help of an
example how the Companies Act, 2013, imposes limits and regulates the voting power of shares with
differential rights (equity shares)?
[MTP May'25 - 5 marks]
OR
Can equity share with differential voting rights be issued? If yes, state the conditions under which such
shares may be issued?
[May 2018]
Solution
The Companies Act, 2013, allows companies to issue equity shares with differential voting rights (DVRs),
which provide different voting power compared to ordinary equity shares. However, to prevent excessive
concentration of control in the hands of a few shareholders, the Act places specific restrictions on the
total voting power that can be assigned to DVR shares.

Conditions to issue shares with differential rights
1. The company should have filed annual returns and financial statements for the last 3 financial years.
2. The company must obtain shareholder approval through a ordinary resolution,
3. The company must have a consistent track record of ppofitability.
4. There should be no default in the payment of dividends, interest, or repayment of loans.

According to Equity Shares with Differential Rights [Rule 4 of the Companies (Share capital and Debenture)
Rules, 2014], a company can issue shares with differential voting rights, but the total voting power of such
shares cannot exceed 74% of the totalvoting rights at any point in time. This ensures that at least 26% of

the total voting power remains with ordinary equity shareholders, thereby maintaining a balance in decision-
making.

Example to understand the above rule:
Hind Ltd. has 2,000 total shareholders, including:

Regular Equity Shareholders (with normal voting rights)
DVR Shareholders (with differential voting rights)

Step 1: Understanding Voting Power Distribution

Let’s assume Hind Ltd. issues DVR shares where each shareholder has twice the voting power compared
to regular equity shareholders.

Regular Equity Shareholders = 600 shareholders — 600 votes
DVR Shareholders = 400 shareholders — Each holding 2 votes — 800 votes
Total Voting Power in the Company = 600 + 800 = 1,400 votes

Step 2: Applying the 74% Rule
74% of 1,400 total votes = 1,036 votes

The DVR shar‘eholde.r's collectively hold 800 votes, which is below 1,036 votes. Hence this provision strikes
a balance by allowing companies to issue differential voting rights shares and restrict the over

concentration of power with dominating few group of peoples. By capping DVR voting power at 74%, the
company ensures that the control is not excessively prejudiced in favor of DVR shareholders.
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Question 2: R A

Mr. A was having 500 equity shares of Open Sky Aircrafts Limited.
company from :&gr. A bﬁf 12; signature of Mr. A, the fr'ansff.ror on the trfnr}sfer deed was £,
company registered the shares in the name of Mr. B by issuing share c.erhflcofe- Mr. B solq |
shares to Mr. C on the basis of share certificate issued by Open Sky Aircrafts Ltd. Mr. 8 ong ),
not having the knowledge of forgery. State the rights of Mr. A, Mr. B and Mr. C under the Comp,,,
2013,

Mr. B acquired these o,

[MTP May 2020, RTP N
Answer
According to Section 46(1) of the Companies Act, 2013, a share certificate once issued under the ...
seal, if any, of the company or signed by two directors or by a director and the Company Secret
wherever the company has appointed a Company Secretary”, specifying the shares held by any pe. ..
shall be prima facie evidence of the title of the person to such shares. Therefore, in the normal cour
the person named in the share certificate is for all practical purposes the legal owner of the shq,
therein and the company cannot deny his title to the shares.

However, a forged transfer is o nullity. It does not give the transferee (Mr. B) any title to the shar.
Similarly any transfer made by Mr. B (to Mr. C) will also not give a good title to the shares as the 11/,
the buyer is only as good as that of the seller.

from the Register of Members, then the company is bound to restore the name of Mr. A as the holder of

the shares and to pay him any dividends which he ought to have received (Barton v. North Staffordshire
Railway Co,).

In the above case, 'therefore, Mr. A has the right against the company to get the shares recorded in hi<

name. However, neither Mr. B nor Mr. € have any rights against the company even though they are bono
fide purchasers.

However, since Mr. A seems to be the perpetrator of the forgery, he will be ligble both criminally and fc
compensation to Mr. B and Mr. C

may choose to assume otherwise i.e.; student Mmay write that - Any person who is
forgery will be liable both criminally and for compensation to Mr. B and Mr. ¢

Question 3:
MNO Limited has the following equity share capital -

Class-1: Equity Share Capital - 3,00,000 equity shares of Rs,10 each (1 voting
right for every 1 share)

Class-2: Equity Share Capital - 50,000 equity shares of Rs, 10 each (1voting right
for every 5 shares)

Rs.30,00000 |

Rs. 5,00 000

ns related to the issye of equity share copitc

The company wants to vary the voting rights of class 2 equity share capital - 1 voting right for every ’

shares to 1 voting right for every 10 shares,

The‘ company’s Memorandum and Articles of Association have given the company the power to make "
variation. The holders of 40,000 equity shares haye given their consent in writing for this variation.
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(1) Whether a company can change the rights of its shareholders?
(i) Whether the dissenting shareholders can apply to the Tribunal?
Tele id : itsnitin0S [May 24 - 5 marks)
OR

Moringa Ltd. initially issued preference shares with a fixed 10% dividend. Later, the company decided 1o
reduce the dividend rate to 8%, as the company's profit margins declined in the last two quarters. Some
preference shareholders opposed this change, arguing that their rights were being altered unfairly The
company, however, claimed that the change was valid under its Articles of Association. Will Moringa Ltd
be able to proceed with the change. What legal provisions under the Companies Act, 2013, govern such
variations in shareholders’ rights, and what procedural requirements must be followed?

[RTP Nov 2018, MTP May 25 - 5 marks])
Answer

Section 48 of the Companies Act, 2013, allows the variation of shareholders’ rights, if three conditions
have been met.

First - There should be a provision in the memorandum or articles of the company entitling it to vary such
class rights, in absence of same; the terms of issue of the shares of that class not prohibiting such a
variation.

Second - The holders of at-least 75% of the issued shares of that class must have given their consent in
writing or pass a special resolution sanctioning the variation at a separate class meeting.

Proviso to sub-section 1, provides if variation by one class of shareholdersaffects 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.

Third - Where the holders of not less than 10 per cent of the issued shares of a class did not consent to
such variation or vote in favour of the special resolutionfor the variation, they may apply to the Tribuna

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.

() Inthe given question, 40,000 equity shareholders of Class 2 have given their consent in writing for the
variation. Since, 80% (40,000/ 50,000) of the shareholders have given the consent, the company can
change the rights of Class 2 shareholders provided such change in the rights of Class 2 shareholders
is not affecting the rights of any other class of shareholders i.e. Class 1 shareholders in this case.

(i) Total number of dissenting shareholders= 50,000~ 40,000 = 10,000. Minimum number of shareholders
who'may apply to the Tribunal and then variation shall not take effect unless and until it is confirmed
by the Tribunal = 10% of 50,000 = 5,000.

In the given question, since less than 5,000 (here 4,500) shareholders are intending to apply to
Tribunal, hence, they cannot apply.

Question 4: o £oue _ _
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 2015]
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 provisions 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.
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(1) In terms of above provisions, issue of shares by ABC Limited at a discount of Rs. 1 is not valid

(2) In case the above shares have been issued to employees as Sweat equity shares, then the issue of
shares at discount is valid. [Section 54(1) of the Companies Act, 2013)

Question 7

Trisha Data Security Limited was incorporated on 1st August, 2019 with a paid- up share capital of Rs. 200

crores. Within such a small period of about one year in operation, it has earned sizeable profits and has

topped the charts for its high employee-friendly environment. The company wants to issue sweat equity to
its employees. A close friend of the CEO of the company has told him that the company cannot issue sweat
equity shares as minimum 2 years have not elapsed since the time company commenced its business. The

CEO of the company has approached you to advise about the essential conditions to be fulfilled before the

issue of sweat equity shares especially since their company is just about a year old.

[ICAI Module, MTP May 2019, May 2020, RTP May 2019 - 6 marks]

Answer

Sweat equity shares of a class of shares already issued.

According to section 54 of the Companies Act, 2013, a company may issue sweat equity shanes'of a class of

shares already issued, if the following conditions are fulfilled, namely:

(i) the issue is authorised by a special resolution passed by the company:

(i) the resolution specifies the number of shares, the current market price, consideration, if any, and the
class or classes of directors or employees to whom such equity shares are to be issued:

(iii) where the equity shares of the company are listed on a recognised stock exchange, the sweat equity
shares are issued in accordance with the regulations made by the Securities and Exchange Board in
this behalf and 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, limitations, restrictions and provisions as are for the time being applicable to equity shares
shall be applicable o 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 canissue Sweat equity shares by following the conditions as mentioned above.
It does not make a difference that the company is just about a year old because no such minimum time limit
of 2 years in operations is specified under Section 54.

Question 8! |

SAB Health Products Limited issued equity shares worth %5,00,00,000 (5,00,000 equity shares of X100
each) and it was fully subscribed and partly paid at 50 each. The company made a call to all its subscribers
to pay a sum of X30 for each share held by them. Mr. GH, a subscriber to the shares of the company,
holding 10,000 shares, paid all the money due on the shares held by him in advance. Later, Mr. GH claimed
interest on the money advanced by him and also dividend in respect of the advance money paid. Is his claim
justified? Another shareholder, Mr. LK, holding 15,000 shares, did not pay the first call. So, the directors
called upon him to pay the entire amount due by him in respect of the shares held by him. Referring to the
provisions of the Companies Act, 2013 and the Rules made thereunder, examine whether the directors of
SAB Health Products Limited are permitted to do s0?

[Sept 24 - 5 marks]
Answer
As per section 50 of the Companies Act, 2013, (the Act) a company may, if so authorized by its Articles,
accept from any member the whole or a part of the amount remaining unpaid on any shares held by him,
although no part of that amount has been called up.
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Provided that the Tribunal shall, while giving approval under this sub-section, order the redemption

forthwith of preference shares held by such persons who have not consented to the issue of further
redeemable preference shares,

Given case and conclusion:

In view of the provisions of Section 55 (3), Silver Robotics Limited can initiate steps for the issue of
further redeemable preference shares equal fo the amount due i.e., Rs. 10,00,000. For this purpose, it shall
obtain the consent of the holders of three-fourths in value of such preference shares and also seek
approval of the Tribunal by making a petition.

In case, there are certain preference shareholders who have not accorded their consent for the proposal

of issuing further redeemable preference shares, the Tribunal may order the company to redeem forthwith
such preference shares.

Accordingly, Silver Robotics Limited must be ready with sufficient funds for the redemption of preference
shares held by those who have not consented. On the issue of such further redeemable preference shares
by the company, the unredeemed preference shares shall be deemed to have been redeemed

Question 10:

Ramesh, a resident of New Delhi, sent a transfer deed duly signed by him as transferee and his brother
Suresh as transferor, for registration of transfer of shares to Ryan Entertainment Private Limited at its
Registered Office in Mumbai. He did not receive the transferred shares certificates even after the expiry
of four months from the date of dispatch of transfer deed. He lodged acriminal complaint in the Court at
New Delhi. Decide, under the provisions of the Companies Act, 2013, whether the Court at New Delhi is
competent to act in the said matter? Moreover, is there any liability of company and of ficer in default in
the said matter?

[ICAT Module]
Answer

According to Section 56 (4) of the Companies Act, 2013 every company, unless prohibited by any provision
of law or of any order of court, Tribunal or other authority, shall deliver the certificates of all shares

transferred within a period of one month from the date of receipt by the company of the instrument of
transfer.

Further, as per Section 56 (6), where any default is made in complying with the provisions of sub-sections

(1) to (5), the company and every officer of the company who is in default shall be liable to a penalty of
fifty thousand rupees

In this case, the jurisdiction binding on the company is that of the State in which the registered office of
the company is situated i.e., Mumbai. Hence, the Court at Delhi is not competent to act in the matter.

Question 11:
Mr. Nilesh has transferred 1000 equity shares of Perfect Vision Private Limited to his sister Ms. Mukta.
The company did not register the transfer of shares and also did not send a notice of refusal to Mr. 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

g}&:rsh ﬁm-_caafad 1000 shares of Singhania Ltd. from Pratik and sent those shares to the company for
fransfer in his name. The 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 reply to transferee? Does Harsh, the transferee have any remedies against the
company for not sending any intimation in relation to transfer of shares to him?

[ICAI Module, MTP March, 2019, RTP May 2018, MTP May 2019]
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Question 13 Tele id : itsnitin05

VRS Company Ltd. is holding 45% of total equity shares in SV Company Ltd. The Board of Directors of SV
Company Ltd. (incorporated on January 1, 2019) decided to raise the share capital by issuing further equity
shares. The Board of Directors resolved not to of fer any shares to VRS Company Ltd,, on the ground that
it was already holding a high percentage of the total number of shares issued by SV Company Ltd. The
Articles of Association of SV Company Ltd. provide that the new shares should first be offered to the
existing shareholders of the company. On March 1, 2019 SV Company Ltd. of fered new equity shares to all
the shareholders except VRS Company L1d,
Referring to the provisions of the Companies Act, 2013 examine the validity of the decision of the Board
of Directors of SV Company Ltd. of not offering any further shares to VRS Company Limited.

[ICAT Module]
Answer
Relevant provision:
The legal issues involved herein are covered under Section 62 (1) of the Companies Act, 2013,
Section 62 (1) (a) of the Companies Act, 2013 provides that if, at any time, a company having a share capital
proposes to increase its subscribed capital by issue of further shares, such shares should first be of fered
to the existing equity shareholders of the company as at the date of the offer, in proportion to the paid-
up capital on those shares. Hence, the company cannot ignore a section of the existing shareholders and
must offer the shares to the existing equity shareholders in proportion of their holdings.

As per facts of the case, the Articles of SV Company Ltd. provide that the new shares should first be
offered to the existing shareholders. However, the company of fered new shares to all shareholders
excepting VRS Company Ltd., which held a major portion of its equity shares, It is to be noted that under
the Companies Act, 2013, SV Company Ltd. did not have any legal autherity to do so.

Analysis and conclusion:
Therefore, in the given case, decision of the Board of Directors of SV Company Ltd. not to offer any
further equity shares to VRS Company Ltd. on the ground that VRS Company Ltd. already held a high

percentage of shareholding in SV Company Ltd. is not valid. Such a decision violates the provisions of Section
62 (1) (a) as well as Articles of the issuing company.

Question 14:

Shilpi Developers India Limited owed to Sunil Rs. 10,000. On becoming this debt payable, the company
offered Sunil 100 shares of Rs. 100 each in full settlement of the debt. The said shares were allotted to
Sunil as fully paid-up in lieu of his debt. Examine the validity of this allotment in the light of the provisions
of the Companies Act, 2013,

[ICAT Module, MTP 1 May'23]
Answer

Under Section 62 (1) (c) of the Companies Act, 2013 where at any time, a company having a share capital
proposes tfo increase its subscribed capital by the issue of further shares, either for cash or for a

consideration other than cash, such shares may be offered to any persons, if it is authorised by a special
resolution and if the price of such shares is determined by the valuation report of a registered valuer,

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

In the present 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

valuation of the shares must be done by a registered valuer, subject to the compliance with the applicable
provisions of Chapter III and any other conditions as may be prescribed.
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Answer
Lasve of Further Shares

According Yo Section 62 (1) of the J&Iﬁeldmuﬁnmnqysm a company having a share capital

proposes 1o increase ity subscribed capital by issue of further shares, such shares should be of fered to

() The existing €quity shareholders of the company as at the date of the of fer, in proportion to the
capital paid up on those shares

employees under a scheme of employees' stock o
company and

L ption subject to a special resolution passed by the
subject to such conditions as may be prescribed.

Yo any persons, if it is authorised byas
persons referred to in clause

(i) pecial resolution, whether or not those persons include the
(1) or clause (ii), either for cash or for a consideration other than cash.

'f the price of such shares (s determined by the valuation report of a registered valuer subject to
such conditions as may be prescribed

Since. in the given case Dhyan Dairy Ltd. approached Shayam Ltd. for subscribing to the shares of the
company for its expansion and Sha

yam Ltd. is neither an existing equity shareholder of the company nor
an employee, Dhyan Dairy Ltd

If it is authorised by a special resolution, may issues shares to Shayam Ltd.
either for cash or for a consi

deration other than cash, subject to the condition that the price of such
shares is determined by the valuation report of a registered valuer.

A P K th v i ve)

From the wordings of Section 62 (1) (c), it is quite clear that these shares can
who may be preference shareholders as well, provided such issue is authorized
the company and are issued on such conditions as may be prescribed.

be issued to any persons
by a special resolution of

Question 17 x<&™
ABC Ltd. has following balances in their Balance Sheet as on 31st March, 2018:
Rs.
(1) |Equity shares capital (3.00 lakhs equity shares of Rs. 10 each) 30.00 lacs
(2) |Free reserves 5.00 lacs
(3) | Securities Premium Account 3.00 lacs
(4) |Capital redemption reserve account 4.00 lacs
(5) [Revaluation Reserve 3.00 lacs
Directors of the company seeks your advice in following cases:
()  Whether company can give bonus shares in the ratio of 1:3?
(i)  What if company decide to give bonus shares in the ratio of 1:2?
. [Nov 2018]
Answer

Issue of bonus shares [Section 631:

As per Section 63 of the Companies Act, 2013, a company may issue fully paid-up bonus shares to its
members, in any manner whatsoever, out of—

a. its free reserves
b. the securities premium account. or
C. the capital redemption reserve account

amount of INR 12 lakhs. So, ABC Limited can go ahead with the
bonus issue in the ratio of 1:3.

Share Capital and Debentures ) —







Question 19

The Authorize hare - D
¢ rorized share capital of SSP Limited is Rg. 5 ¢rores divided into 50 Lakhs equity shares of Rs 10

r h. The Company issued 30 Lakhs Iﬁbslm es %SBH&I:HD& which was fully subscribed The
Company 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
(1) Reduction in Authorized Capital from Rs. 5 crore divided into 50 Lakhs equity shares of Rs. 10 each
to Rs. 4 crore divided into 50 Lakhs equity shares of Rs, 8 each.

(1) Conversion of 30 Lakhs partly paid up equity shares of Rs. 8 each to fully paid up equity shares of
Rs. B each there by relieving the shareholders from making further payment of Rs. 2 per share.
State the procedures to be followed by the Company to carry out the above proposals under the provisions

of the Companies Act, 2013.
[Nov 2020]
Answer
(i) Inorder to carry out proposals by SSP Limited to reduce the nominal value of the equity share, the
company has to comply with the procedure given under section 66 of the Companies Act, 2013 which
deals with the Reduction of share 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 of its shares in respect of the share capital not
paid-up; or
b) either with or without extinguishing or reducing liability en‘any of its shares—
(i) cancel any paid-up share capital which is lost or unrepresented by available assets:
(i) pay off any paid-up share capital which is,in excess of the wants of the company,
alter its memorandum by reducingthe amount of its share capital and of its shares
accordingly.

2) Issue of Notice from the Tribunal: The Tribunal shall give notice of every application made to
it to the Central Government, Registrar and the creditors of the company and shall take into
consideration the representations, if any, made to it by them within a period of three months
from the date of receipt of the notice.

3) Order of tribunal: The Tribunal may, if it is satisfied that the debt or claim of every creditor
of the.company has been discharged or determined or has been secured or his consent is
obtained. make an order confirming the reduction of share capital on such terms and conditions
as it'deems fit.

4) Publishing of order of confirmation of tribunal: The order of confirmation of the reduction of
share capital by the Tribunal shall be published by the company in such manner as the Tribunal

may direct.

5) Delivery of certified copy of order to the registrar: The company shall deliver a certified copy
of the order of the Tribunal and of a minute approved by the Tribunal to the Registrar within
thirty days of the receipt of the copy of the order, who shall register the same and issue a
certificate to that effect.

(i) Alteration of Share Capital:

5SP Limited proposes to alter its share capital. The Present authorized share capital Rs. 5 Crore will
be altered to Rs. 4 Crore. According to Section 61 of the Companies Act, 2013, a limited company
having a share capital may alter its capital part of the memorandum.
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ilk Segment Private Ltd, (SSPL) is a wholly owned subsidiary of Silk 3'?5@”- (SBL), a listed public lint,
company. The Board of Directors of Silk Segment Private Ltd. haye collectively decided upon the prop
t0 grant loans of % 15,00,000 and ¥ 20,00,000 to Mr. ' na respectively for the purch
of fully paid-up shares in Silk Segment Private Ltd. \\

Mr. Sohan is the Deputy Marketing Manager of Silk™
1,00,000; whereas Ms. Subarna, a qualified Charteres
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NoTr‘a j Limited is engaged in the manufacturing of glass products. It wants to provide financial assistance
to its employees to enable them to subscribe for fully paid shares of the company. Advise whether it
amount to purchase of its own shares. If, in the instant case, the company itself purchasing to redeem
its preference shares, does it amount fo acquisition of its own shares?

[MTP April 2021]
Answer
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 fo its 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 fo 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 to redeem its preference shares, does amount to acquisition or purchase of its ewn
shares. But this is allowed in terms of section 68 of the Companies Act, 2013 subject to the fulfilment
of prescribed conditions, and upto specified limits and only after following the prescribed procedure.

Question 22 \
Heavy Metals Limited wants to provide financial assistance to 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 company is allowed to give, directly or indirectly

and whether by means of a loan, guarantee, or security, any financial assistance for the purpose of, or in
connection with, a purchase or subscription, by any person of any 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
+han 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 o be held by them by way of beneficial ownership.

Tt is further provided that disclosures in respect of voting rights not exercised directly by the employees
in respect of shares to which the scheme relates shall be made in the Board's report in such manner as may
be prescribed. o
Hence, Heavy Metals Ltd can provide financial assistance up to the specified limit fo its employees to enable
+hem to subscribe for the shares in the company provided the shares are purchased by the employeés fo
be held for beneficial ownership by them. However, the directors or key managerial personnel will not be

eligible for such assistance.

Question 23

State the legal provisions in respect of 'Declaration of Solvency’, which an unlisted public company needs fo

adhere to while taking steps fo buy-back its own shares.
[ICAL Module]

Answer
According to Section 68 (6), where an unlisted public company has passed a special resolution under Section

68 or the Board has passed a resolution under item (ii) of the proviso to Section 68 (2) (b) to buy-back its
own shares, it shall, before making such buy-back, file with RoC a 'Declaration of Solvency' in Form SH-9.

.
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Conclusion

(A) the Company's proposal is not in order, since a special resclution as required by the above provision 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. |

(B) if the company instead of 30%, decides to buy back only 20% (even if it is within the specified limit
of 25%) of its equity share capital, then also special resolution is 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:
(a) Is special resolution required to be passed?
(b) What is the time limit for completion of buy-back?
(¢) 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 section 68 (2) of the Companies Act, 2013, no company shall
purchase its own shares or other specified securities under sub- section (1), unless—
(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
(i) such buy-back has been authorised by the Board by means of a resolution passed at its meeting:

Time limit for Completion of Buy Back: As per section 68(4), every buy-back shall be completed within a
period of one year from the date of passing of the special resolution, or as the case may be, the resolution
passed by the Board under sub-section (2).

Ratio of aggregate debts: Provisionalso specifies that ratio of the aggregate debts (secured and unsecured)
owed by the company aften buy back is not more than twice the paid-up capital and its free reserves.
However, Central Government may prescribe higher ratio of the debt for a class or classes of companies.

As per the stated facts, Xgen Ltd. has a paid up equity capital and free reserves fo the extent of Rs.

50,00,000. The company planned to buy back shares fo the extent of Rs. 4,50,000.

Referring to the above provisions, the answers will be as follows:

1. No, special resolution will not be required as the buyback is less than 10% of the total paid-up equity
capital and free reserves (50,00,000x10/100= 5,00,000) of the company, but such buy back must be
authorized by the Board by means of a resolution passed at its meeting.

2. Time limit for completion of buy back will be- within a period of one year from the date of passing
of the resolution by the Board.

3 The ratio of the aggregate debts (secured and unsecured) owed by the company after buy back
should not be more than twice the paid up capital and its free reserves.

The above buy-back is possible when backed by the authorization by the articles of the company.

Share Capital and Debentures ) “
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Question 29:

XYZ unlisted company passed a special resolution in a general meeting on January 5th, 2019 to buy back
30% of its own equity shares. The Articles of Association empowers the company to buy back its own
shares. Earlier the company has also passed a special resolution to buy back its own shares on January 15th

2018. The company further decided that the payment for buyback be made out of the proceeds of the
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 5th, 2019 to January 25th

2019 and percentage of buyback is reduced from 30% to 25% keeping the source of purchase as above?

[Nov 2019]
Answer
() Inthe 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 to 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 Associationempowers the company to buy back its own shares. This condition is
in order as per section 68(2)(a).

c. Earlier the company has also passed a special resolution to buy back its own shares on January
15th, 2018, now the company passed a special resolution on January 5th, 2019 to buy back its own
shares. This is not valid as no of fer 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 to 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 sharesor same kind of other specified securities.

(i) If buy back offer date is revised from 5th January 2019 to January 25th 2019 and percentage of buy
back is reduced from 30% to 25% 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 edrlier|issue of the same kind of shares or same kind of other specified
securities,

Question 30: GOSN N

What are the provisions of the Companies Act, 2013 relating to the appointment of ‘Debenture Trustee' by
a company? Whether the following can be appointed as ‘'Debenture Trustee’:

(i) A shareholder who has no beneficial interest.

(i) A creditor whom the company owes Rs. 499 only.

(iii) A person who has given a guarantee for repayment of amount of debentures issued by the company?

[ICAT Module, Nov 2016, RTP Nov'22]
Answer

Appointment of Debenture Trustee: Under section 71 (5) of the Companies Act, 2013, no company shall
issue a prospectus or make an offer or invitation to the public or to its members exceeding five hundred
for the subscription of its debentures, unless the company has, before such issue or offer, appointed one

or more debenture trustees and the conditions governing the appointment of such trustees shall be such
as may be prescribed.

Rule 18 (2) of the Companies (Share Capital and Debentures) Rules, 2014, framed under the Companies Act
for the issue of secured debentures provide that before the appointment of debenture trustee or trustees,
a written consent shall be obtained from such debenture trustee or trustees proposed to be appointed and

a statement to that effect shall appear in the letter of offer issued for inviting the subscription of the
debentures.
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Thus, based on the above provisions answers to the given questions are as follows:

(i) A shareholder who has no beneficial interest, can be appoinfed as @ debenture Trusfe;\

(ii) A creditor whom company owes Rs. 499 cannot be appointed as a debenture trustee. The amount owe:
is immaterial. ‘

(iii) A person who has given guarantee for repayment of principal and interest thereon in respect
debentures also cannot be appoinfed as a debenture trustee.

Question 31: ACE? s

As per the financial statement as at 31.03.2021, the Authorized and Issued share capital of Manoran:
Travels Private Limited (the Company) is of X 100 Lakh divided into 10 Lakh equity shares of X 10 each. Th:
subscribed and paid-up share capital on that date is X 80 Lakh divided into 8 Lakh equity shares of T I
each. The Company has reduced its share capital by cancelling 2 Lakh issued but unsubscribed equity share:
during the financial year 2021-22, without ebtaining the confirmation from the National Company Lo«
Tribunal (the Tribunal). It is noted that the Company has amended its Memorandum of Association -
passing the requisite resolution at the duly convened meeting for the above purpose. While filing the
relevant e-form the Practicing Company Secretary refused to certify the form for the reason that th:
action of the Company reducing the share capital without confirmation of the Tribunal is invalid.

Inlight of above facts & in accordance with the provisions of Companies Act, 2013, you are requested fo
(i) Examine the validity of the decision of Company and contention of the practicing Company Secretary
(i) State, the type of resolution required to be passed for amending the capital clause of the MoA.

[May 2022,
Answer

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

to alter its capital clause of the Memorandum of Association. The provisions are as under:

(1) Accor:ding to the section, 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 to be taken by any person, and diminish h
amount of its share capital by the amount of the shares so cancelled

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




Accordingly, in the light of the stat

ed facts, following shall be the answers:
(1) Decision of the company is v

alid, as for alteration of share capital by cancellation of shares and

diminishing of amount of share cTr@lﬁhidhé uﬁmtmashares S0 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) According to 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 resolution.
Question 32:
Following is the extract of the Balance sheet ARC Ltd. as on 31st March, 2022:
Particulars Amount (%)
Equity & Liabilities e
(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 % 10 each 10,00,000 | 11,00,000
Issued & 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 2,00,000 4,20,000
(2) Non-Current Liabilities:
Long-term borrowings:
Secured Loan: 12% partly convertible
Debenture @ 100 each 5,00,000

On 1st April 2022 the company has made final call at % 2 each o
was received by 25th April 2022, Thereafter, the compa

bonus @ 1 share for every 4 shares to existing shareholders.

Answer the following questions according to the Companies Act, 2013, in above case:

(@) Which of the above-mentioned sources can be used by company to issue bonus shares?
(b) Calculate the amount to be capitalized from free reserves to issue bonus shares?

OR
"A Bonus share is a distribution of capitalized undivided profit havin

being bought and sold.” In reference to the above line elaborate the
shares as enlisted in the Companies Act, 2013,

Answer
Issue of Bonus Shares
According to section 63 (1) of the Companies Ac

n 90,000 Equity Shares. The call money
ny decided to capitalize it's reserves by way of

[MTP Nov 22, MTP -1 Nov'23 - 5 marks]

g an identity and value capable of
Pre-requisites for issue of bonus

1, 2013, a company may issue fully paid-up bonus shares to
its members, in any manner whatsoever, out of—
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() e Amount

articulars —
Amount of bonus shares to be issued 90,000 shares x 1/4 = 22 500 shares .
Amount that ought to be capitalized for issue of | 22,500 x % 10 per share = 225 000
bonus shares ——
Total amount available to be capitalized from = 1,20,000+ 25,000+ 2:00,000
free reserves to issue bonus shares =X 3,45,000 A
Hence, the amount to be capitalized from free 32,25,000
reserves fo issue bonus shares will be
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Answer

() The amount that can be raised byTlQ lﬁn‘.@ly:buamuaﬁrui
Section 71 of the Companies Act, 2013 (the Act), deals with the manner in which a company may issue
debentures. Before the issue of debentures, the Board of Directors of the Company in compliance with
Section 180(1)(c) of the Act, shall obtain approval of the shareholders through special resolution if
the borrowings by issuing debentures together 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 to 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
General Reserve* 30,00,000
Balance in Profit and Loss Account* 20,00,000
Aggregate of its paid-up share capital, free reserves and |1,40,00,000
securities premium amount (A)

*General Reserve and Balance in Profit and Loss Account is in the capacity of Free Reserve.

Since in the question, no pre-condition, is provided for issue of debenture with an option to convert

such debentures into shares, so accordingly, the amount that can be raised by the company by issuing
debentures will be:

Particulars Amount
8% Non- Convertible Debentures 30,00,000
9.5% Term Loan for Purchase of Plant and Machinery 20,00,000
Amount already Borrowed (B) 50,00,000

Here, Short- term Cash Credit loan from XYZ Bank Ltd. is a ‘Temporary Loan' obtained from the
company’s bankers.

Debentures that can be issued by the Board of Directors in the Board Meeting without obtaining

approval of the shareholders through special resolution passed in the General Meeting = (A) - (B) = X
90,00,000,

Further, the Board of Directors of the company shall obtain approval of the shareholders through
special resolution if the borrowings by issuing debentures exceed % 90,00,000.

(i) Issue of Debentures with an Option to Convert into Shares: According to Section 71(1) of the
Companies Act, 2013 a company may issue debentures with an option to convert such debentures into
shares, either wholly or partly at the time of redemption. It is also provided that the issue of
debentures with an option to convert such debentures into shares, wholly or partly, shall be approved
by a special resolution passed at a general meeting.

Thus, in case SRD Limited desires to issue debentures with an option to convert such debentures into
shares, it has to pass the special resolution irrespective of the amount to be raised.
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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—

(1) it is authorised by its Articles;

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

(iii) it has not defaulted in payment of interest or principal in respect of fixed deposits or debt
securities issued by it;

(iv) it has not defaulted in respect of payment of statutory dues of the employees, such as,
contribution to 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
its Board recommending a bonus issue, shall not subsequently withdraw the same.

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

Issue 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 conditions relating to 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-up by a few qualified professionals, which was incorporated in 2018, The company
is booming and favouring the younger generation to work. The Capital Structure of the Company is as

follows:
Particulars Rs. (Crores)
Authorised Share Capital 10
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
Share Premium 1
General Reserve 3.52
Profit & Loss Account 158

The company decided to issue 30% sweat equity shares to a class of directors and permanent employees
to keep them motivated and partner in growth. Lock-in period for sweat equity will be five years. For this
purpose, a resolution in General meeting of Company was passed in this manner.

“The Resolution specifies 15 lakh sweat equity shares, Current Market price Rs. 25 per share with a
consideration of 5 per share to be issued to a class of directors and employees.”

The company seeks your advice with reference to the provision of issue of sweat equity shares company
under the Companies Act, 2013.
(i) Whether size of issue of sweat equity shares was appropriate?
(ii) Whether lock-in period was justifiable?
[RTP M19, MTP Mar'19, May'20, M'23, MTP Nov'23, RTP Sept'25 - 5 marks]
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Question 38 . :
Vardha L1d., a textile company, had issued 5lakh preference shares of % 100 each in 2015, which are now

due for redemption in 2025. The company has retained earnings of X3 crore & free reserves of X2 cror'e.d
Being an expert, you are asked to recommend possible options that the management can avail as regar
redemption of shares according to the provisions of the Companies Act, 2013?

[MTP May'25 - 5 marks]

Answer
The redemption of preference shares is governed by Section 55(2) of the Companies Act, 2013, whlch
outlines specific conditions for redemption and payment of premium on redemption, if any. In the given
case, the company can redeem the preference shares out of the following sources:

e Out of profits that would otherwise be available for dividend distribution.

e From the proceeds of a fresh issue of shares, specifically made for the purpose of redemption.

Since the company has retained earnings of X 3 crore and free reserves of .2 crore, it can opt for
redemption from these sources. Alternatively, it can issue new equity shares to raise funds for redemption.

Where such shares are proposed to be redeemed out of the profits of the company, there the sum to be
redeemed, shall be transferred to a reserve, called Capital Redemption Reserve (CRR). The Capital
Redemption Reserve (CRR) is a mandatory reserve that must be created when preference shares are
redeemed using profits or free reserves. The amount to be transferred to CRR should be equal to the
nominal value of the shares redeemed.

Accordingly, if the company redeems the shares using retained earnings and free reserves, it must transfer
X 5 crore (equal to the nominal value of shares) to the CRR account.

However, if the company issues fresh equity shares to fund the redemption, it is not required to create a
CRR since the redemption is backed by new capital inflow. Once created, the CRR is treated with the same
sanctity as paid-up share capital.

Hence in the present case, the company has two options, firstly if it redeems shares using profits and

reserves, it must fransfer X5 crore to CRR and secondly if it issues fresh equity shares, it does not need
to create CRR,

Question 39

Energy Mills Ltd. has issued equity shares with a face val
both friends. Mr. Amit holds 1,000 fully paid-up shares (
partly paid-up shares (X5 per share paid). When the com
Mr. Burman expects the same dividend amount as paid to
dividends based on the actual amount paid-up on the shar

In the light of the given provisions under the Compani
following situation:

ue of X10 per share. Mr. Amit and Mr. Burman are
%10 per share paid), while Mr. Burman holds 1,000
pany declares a 10% dividend, a dispute arises and

Mr. Amit. However, the company insists on paying
€5 as mentioned in AQA.

es Act, 2013, elucidate the legal position in the

[MTP May'25 - 5 marks])

Share Capital and Debentures ) “

7 —




TN EECEE OB AERE E VLM & AR N e o gy B et acies i




orate Laws & Other Laws ) TEIE id : itsnitin05 YOUR m BUDDY

— CA SHUBHAM =

Acceptance of Deposit by
Company

Quiestion 1:

Ashish L1d. having a net-worth of X 80 crores and turnover of % 30 crores wants to accept deposits from
public other than its members. Referring to the provisions of the Companies Act, 2013, state the conditions
and the procedures to 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 companyaving net worth
of not less than 100 crore rupees or turnover of not less than 500 crore rupees, canaccept deposits from
persons other than its members subject to compliance with the requirements providéd in sub-section (2) of

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

Provided that such a company shall be required to obtain the rating{including its net-worth, liquidity and
ability to pay its deposits on due date) from a recognised credit'nating agency for informing the public the
rating given to the company at the time of invitation of deposits from the public which ensures adequate
safety, and the rating shall be obtained for every year during the tenure of deposits.

Provided further that every company accepting sécured 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 80 crores and turnover of X 30 crores, which is less than the
prescribed limits, hence, itCannatatcept deposit from public other than its members. If the company wants
to accept deposits from public other than its members, it has to fulfill the eligibility criteria of net worth
or Turnover or both @nd then the other conditions as stated above.

State true or false :
i. XYZ Private Limited may accept the deposits from its members to the extent of X 60.00 Lakh, if the
aagregate of its paid-up capital, free reserves and security premium account is T 60,00 Lakh
ii. A Government Company, which is eligible o accept deposits under Section 76 of the Companies Act,
2013 cannot accept deposits from public exceeding 25% of the aggregate of its paid- up capital, free
reserves and security premium account.
[RTP Nov'20, May'19, ICAI Module, MTP April 2022]
OR
NIM Private Limited is engaged in the business of manufacturing household plastic goods. The books of
accounts of the company provides that aggregate of its paid-up capital, free reserves and security premium
account is Rs. 35.00 lacs. The company intends to accept deposits from its members to the extent of Rs.
35.00 lacs. Advise the company whether it can do so. Support your answer as per the provisions of the
Companies Act, 2013,

[MTP March 2021]
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if the borrowings of such a company from banks ¢ DR e
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(c) such a company has not defaulted in the repayment of such borrowingg S§ isting at the time

accepting deposits under this gection. | @ . o
However, siich a company (as referred to in clauses (A), (B) or (C)] shal‘l f:l@u details of monies accepte

to the Registrar in the specified manner (i.e., in Form DPT-3). %C.,) s

.Explaln the provisions for 'Appointment of Trustee for @
with the 'Acceptance of Deposits' Rules, 2014,

1 Answer: &Q& ¢
.. Ww& s respect following provisions are required to be observes
y as mentioned in Rule 7 of the Companies eptance of Deposits) Rules, 2014:

o One or more trustees for dcpnaoprnud to be appointed by the company for creating security for

iors' under the Companies Act, 2013 rex

[ICAI Module, May 2018

F deposits,
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Question 7:

Wha? are the provisions relating o 'Credit Rating which an ‘eligible company’ must follow if it wants to raise

puiblec deposits?

[ICAT Module]

Answer
The provisions relating to obtaining of ‘Credit Rating' to be followed by an ‘eligible company’ are contained

i Secticn 76 (1) of the Companies Act, 2013 and Rule 3 (8) of the Companies (Acceptance of Deposits)
pules 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 net-worth, liquidity and ability to pay its deposits on due date) from a recognised credit rating
agency. The given rating which ensures adequate safety shall be informed to the public at the time of
imvitation of deposits from the public. Further, the rating shall be obtained every year during the tenure of

deposits. N

As per Rule 3 (8), copy of the credit rating which is being obtained at least once in a year shdll be sent to
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 ratingqr other specified credit
rating for fixed deposits. It shall be obtained from any one of the approved cpedit 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 totime.

Question 8: [Good question] Fa\ud _
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 fime.

(i) Samit, one of the directors of Zarr TechnologyPrivate Limited, a start-up company, requested his close
friend Ritesh to 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.

(i) Polestar Traders Limited received d'Toan of % 30.00 lacs from Rachna who is one of its directors. Advise
whether it is a deposit or not;

[RTP May'24)

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

(iv) ShringaapReadymade Garments Limited wants to accept deposits of X 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?

[ICAT Module, MTP May 20, Dec 2021]

Answer

(i) Interms of Rule 2 (1) (¢) (xvii) if a start-up company receives rupees twenty-five lakh or more by way
of @ 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 ¥ 30 lacs from Ritesh
in a single tranche by way of @ 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
a period of ten years from the date of its issue, the amount of X 30 lacs shall not be considered as |

deposit.
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remewal o Oeposit fr swiblic : £ .

=g ik om public, inter-alia, shall not apply to a housing finance company registered with

e N ng Sank established under the National !"{OUSII‘Iq Bank Act 1987

In the given case.

it . X
Housing Bank and 's assumed that Diamond Housing Finance Limited is registered with the National

pysogrs, ) Therefore the prohibition contained in section 73 (1) of the Act with respect 1o the
occeptance renewal of deposit from public shall not apply

to it '’ by i . L
company. 0 it. In other words, it being an exempted

can i .
accept deposits from public from time to time without following the prescribed manner

Question 9:

AfBChL'"“*Cd hﬁ\:ﬂg @ net worth of X 120 crores wants to accept deposit from its members, The directors

5 _t - compa:y ave approached you to advise them as to what special care has to be taken while accepting

such ceposit from the members in case their company falls within the category of an 'eligible company’.
[ICAI Module, Jan 2021%May 24

Answer
According to section 76 (1) of the Act, an “eligible company” means a public company, havi worth of
not less than one hundred crore rupees or a turnover of not less than five hundred crop@eypees and which

has obtained. the prior consent of the company in general meeting by means of a spag;;rﬂ
filed the said resolution with the Registrar of Companies before making any inkitatio
acceptance of deposits. N

solution and also
n to the public for .

P

& sy S

C
However, an ‘eligible company’, which is accepting deposits within t@g@'ﬁﬁspccnfied under section 180 (1)
(c), may accept deposits by means of an ordinary resolution. ;v-f\‘x;w;
A0
According fo Rule 4 (a), an ‘eligible company’ shall accept or Yenew any deposit from its members, if the
amount of such deposit together with the amount of depasit€ outstanding as on the date of acceptance or
renewal of such deposits from members does nof}g;ﬁ%g“édf?en per cent of the aggregate of the paid-up share

capital, free reserves and securities premium’adoint of the company.
N

o

ABC Limited is having a net worth of I;O’ef}re/}'upees. Hence, it falls in the category of 'eligible company’.
Thus, ABC Limited has to ensure fHat acéeptance of deposits from its members together with the amount
of deposits outstanding as on thé(&gj}é of acceptance or renewal of such deposits from the members, in no
case, exceeds 10% of the gggrgg&‘re/ of the paid-up share capital, free reserves and securities premium
account of the comp?ny},&\mi:‘*‘\é

Question 10: N\

Define the te eposit' under provisions of the Companies Act, 2013 and comment quoting relevant

provisions whether the following amounts received by a company will be considered as deposits or not:

(i) % 5,00,000 raised by Rishi Confectionaries Limited through issue of non-convertible debentures not
constituting a charge on the assets of the company and listed on a recognised stock exchange as per
the applicable regulations made by the Securities and Exchange Board of India.

[May'25]

(ii) % 2,00,000 received by Raja Yarns Limited from its employee Mr. T, who draws an annual salary of ¥
1,50,000, as a non-interest bearing security deposit under a contract of employment.

[May'23, MTP May'24 - 5 marks]

(iii) X 300,000 received by a private company from one of the relatives of a Director. The said relative has
furnished a declaration that the amount was received by him from his mother as a gift.

[ICAI Module, Nov 19, May 2022, MTP-1 Nov 23 - 4 marks]

Answer

Deposit: According to Section 2 (31) of the Companies Act, 2013, the term 'deposit’ includes any receipt of

money by way of deposit or loan or in any other form, by a company, but does not include such categories of

amount as may be prescribed in consultation with the Reserve bank of India.

Acceptance of Deposit by Company )mpa@w o g;ﬂM
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Question 121

Viki Limited engaged in the business of consumer durables. It (s managed by o team of prohmoml
managers. The Company has not made default in payment of statutory dues, und repayment of debenture/
Institutional 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

The Company in the advertisement invited public deposit for a period of 4 Months Plan A & Plan B for 36

Months.

(i) Explain the term 'eligible company' and calculate the Maximum amount of Deposit that can beageepted
from Public (Non-Member) for Plan A and Plan B based on latest audited Financial Statemmﬁ%ﬁr the
provisions of the Companies Act, 2013, \J

(i) Calculate the maximum amount of deposit Viki Limited can accept from the public, ugw Pfon B in case
it is a wholly owned Government Company under the provisions of the said Act i\, »

[Now 2920 Jan'25 - 5 maorks]
OR

NOP Limited, since its incorporation in 2002, is engaged in the production, of prcmium 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.

1.5 crore from Mr. P Kishore (Director) and the loan wasto be‘repaid after 24 months. Company in its books

of account, records the receipt as a loan under nop-cufpent 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 cemplete details of such loan transaction is furnished in the

boards' report. On the basis of above fat#s anSwer the following questions:

(i) Whether company was eligible-to laceept deposit from public? What is the criteria for acceptance of
deposit and tenure for which depasit can be accepted? Whether the tenure decided by company was in
accordance with provisions of ‘the’Companies Act, 2013?

(ii) With reference to thetloart advanced by Mr. P Kishore to company, state whether the same is to be
classified as a depdsit or not?

' [RTP May 24]

Answer .

(i) Accordlng 10 Rule 2(1)(e) of the Companies (Acceptance of Deposits) Rules, 2014 “cligible company"
means a public company as referred to in sub-section (1) of section 76 of the Companies Act, 2013,
having a net worth of not less than one hundred crore rupees or a turnover of not less than five hundred
crore rupees and which has obtained the prior consent of the company in general meeting 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. Provided that an eligible company, which is
accepting deposits within the limits specified under clause (c) of sub-section (1) of section 180, may
accept deposits by means of an ordinary resolution.

Net worth of Viki Limited as per section 2(57) of the Companies Act, 2013 can be calculated as follows:

Paid up share capital: Rs. 70 crores
Free Reserves: Rs. 20 crores
Securities premium: Rs. 20 crores
Total: Rs. 110 crores

Hence, Viki Limited is an eligible company, since its Net worth is in excess of Rs. 100 crores.

Acceptance of Deposit by Company =1 i A 2
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wecurities was received cannet be alleyted within 60 days from the date of recept of mmmy
v advance for such securities and such application maney or advance s not refunded o rM s@scrpers

within 15 days fram the date of completion of 60 days, such amount shall be treated os o depost weder
thase rules

Further, it 18 clarified that any adjustment of amount for any other purpose shall not be treated os refund

In the given question, RS Limited has received ks, 50 Lakhs as shore application morey on 0106 2019 1t
falled 1o allot ghares within the prescribed limit FU!""’ltl“, on 3007 2019 the gy ﬁdw“ The crmoant

of Re. 5 Lakhs received from Mr, Khanna (a customer of the comparey), by way of bock od yustment tomards
the dues payable by him 1o the company

In the light of the facts of the question and provigions of Low

(1) 1f such application money or advance is not refunded 1o the subscribers within 15 days fr, dote
of completion of 60 days, such amount shall be treated as o depogit :

In the question, the prescribed limit of 60 days will end on 31.07 2019 and the ¥y has 15 more

days to refund such application maney 1o the subscribers. Otherwise, after such 15 days, the
amount not so refunded will be treated as deposit,

P » A’
Hence, the Company Secretary of RS Limited is not correct in treah&}ﬁé" entire amount of Rs. 50 Lac

as 'Deposits’ on 31.07.2019 % ‘:/}

(2) Any adjustment of the amount for any other purpose sha{lﬁlzré?)vfnmw as refund. Thus, the amount
of Rs. 5 Lakhs adjusted against payment due to be recéived from Mr. Khanna, connot be frected o
refund 9 f 1

m 14: »

Answer the following citing relevant provisions\‘ he Companies Act, 2013:

(a) Wire Electricals Limited having paid-@psapftal of % 1.00 crore availed a term loan of % 10,00,000 from
ABC Bank Limited to purchnsgglf\ci_ri;&'fifems. Mr. Taar, one of the directors of the company, is of the
opinion that it shall be conside éihs ‘deposit’. Is his contention correct?

(b) A Government Company, ic‘f’fu-""zligible to accept deposits under Section 76 of the Companies Act,
2013, cannot accep‘{m‘dcﬁ ts from public exceeding 25% of the aggregate of its paid-up capital, free

E reserves and s?@)?’emium account. Is this correct?
/ (‘Q‘g 3 L

—

Answer S\
(@ In t,m\,\’if Rule 2 (1) (c) (iii) of the Companies (Acceptance of Deposits) Rules, 2014, any amount
received as a loan or facility from any banking company shall rot be considered as ‘deposit’

In view of the above, the contention of Mr. Taar that the term loan of ¥ 10,00,000 availed by the
company from ABC Bank Limited shall be considered as ‘deposit’ is not correct

Ty

(b)  As per Rule 3 (5) of the Companies (Acceptance of Deposits) Rules 2014, a Government Company is not

eligible to accept or renew deposits under section 76, if the amount of such deposits together with the
L amount of other deposits outstanding as on the date of acceptance or renewal exceeds thirty five per
cent of the aggregate of its paid-up share capital, free reserves and securities premium account

Lan o

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

not correct,

Acceptance of Deposit by Company
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receipt of money in the Board's report.

Answer [RTP May'25)
According to Rule 2(1)(c) of the Cott
amounts, inter alia, are not considered as deposit:

Any amount re.cervgd from a person who, at the time of the receipt of the amount, was a director-of the
company or a relative of the director of the private company:

However, the dlrec?or‘of the company or relative of the director of the private company, as the case may
be, from whom money is received, is require

il i d to furnish to the company at the time of giving the money, a

ec GFG.TIOI"I in wi .'rmg to the effect that the amount is not being given out of funds acquired by him by
borrowing orl accepting loans or deposits from others and the company shall dis¢lose the details of money
so accepted in the Board's report.

Panies (Acceptance of Deposit) Rules, 2014, following categories of

Accordingly,

1. Excel Pvt. Ltd. failed to obtain a written declaration from Mr.Giver at the time of receiving the amount.

The declaration is mandatory to confirm that the funds'are not borrowed or sourced from loans or

deposits from others. Therefore, Excel Pvt. Ltd. was nbt in compliance with the requirements w.r.t
acceptance of the money from Mr. Giver.

2. If Mr. Giver had given the money out of funds borrowed from another person, the transaction would not

be eligible under an exempted category upder the Companies Act, 2013. Consequently, Excel Pvt. Ltd.
would freat such an amount as a depdsif.

ance of Deposit by Company
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Question 1:
EYPI DL of an instrument evidencing creation of charge and required fo be filed with the Registrar
be verified?

[ICAI Module]
Answer
A Copy of every instrument evidencing any creation or medification of charge and required to be fﬁa@with
the Registrar shall be verified as ,ollcws:
a) 2 case property is situated o

side Indic' where the instrument or deed relates solely mxﬂ‘le property
situated outside India. the copy ShG” 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 con;pﬁcy or an authorised

affiwcer of The charge holder or under the hand of some person other than the ccmpuny who is interested

n the mortgage or cna:-ge

b) in case property is situated

n India (whether wholly or partly): where ﬂ\e instrument or deed relates to
™ £ Dre

perty situated in India (whether wholly or partly), the copy.shall¥e verified by a certificate issued
under the hand of any director or company secretary of the campuny or an authorised of ficer of the charge

-

Question 2: x\<'
Sriefly exploin the provisions enforced by the €ompdnies (Amendment) Second Ordinance, 2019 when a
“harge created before 02-11-2018 is not registened within the prescribed period of thirty days as provided

e TF I
-""\e won 74 Li)

[ICAT Module]
Answer

As per section 77(1) of the -ompame.s Act, 2013 every company creating a charge:
within or outside India

) on its property gr.gsgets or any of its undertakings,

) whether tangibje 8¢ wtherwise, and

) Situated fn_o;r' oydside India,

S"\P

=quired to Aegister the particular of the charge with the registrar within thirty days of its creation.

n ,

In case the charge was created before 02-11-2018 and it was not registered within the prescribed period
of thirty of its creation, clouse (a) of the first Proviso to Section 77 (1) states that the Registrar may, on

o el s

o application by the company, allow such registration to be made within a period of 300 days of such
{regton
Question 3:
Oefine 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

[ICAI 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 o company or any of its undertakings or both as security and includes a
“ﬁﬂ'r?mgt.
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Whether this statement is true or false: ROC is not bound to issue notice To the halder of charge, if the
company gives intimation of satisfaction of charge in the specified form and signed by the holder of charge.
[May 2019]

Answer

According to The proviso to section 82(2) of the Companies Act, 2013, no notice shall be required to be

sent, in case the intimation to the Registrar in this regard is in the specified form and signed by the holder
of charge. Hence, the given statement is True.

Question 6:
Mr Antriksh entered into an agreement for purchasing a commercial property in Delhi belonging to NRT Ltd.
At the time of registration, Mr Antriksh comes to know that the title deed of the company is not free and
the company expresses its inability to get the title deed transferred in the name of Mr Antri ing
that he ought to have had the knowledge of charge created on the property of the company. Qﬁa with
the help of ‘Notice of a charge', whether the contention of NRT LTD. is correct? A \\) 7

(ICAT Module, TP Nov 2019
Answer {}/\ s
Notice of Charge: According to section 80 of the Companies Act, 2013, where any 8hdFge 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 thefedf or any share or interest
therein shall be deemed to have notice of the charge from the date gg"h"ck‘;rggisfmﬁon‘

Thus, the section clarifies that if any person acquires a propqm,xas\se:(s or undertaking for which a charge
is already registered, it would be deemed that he has compléte knowledge of charge from the date the
charge is registered,

Thus, the contention of NRT Ltd. is correct

Question 7: Fo 3dl
DN Limited hypothecated its plant to @' Na¥ionalised Bank and availed a term loan. The Company registered
the charge with the Registrar of (Gompanies. The Company settled the term loan in full, The Company
requested the Bank fo issue a letter tonfirming the settlement of the term loan. The Bank did not respond
to the request. State the relevant provisions of the Companies Act, 2013 to register the satisfaction of
charge in the above cirMﬁhhce. State the time frame up to which the Registrar of Companies may allow
the Company to intiiﬂ\q*é‘“sﬁﬂsfacﬁon of charges.

.8 [Nov 19, Nov 22]

>

Answer
Intimation regarding Satisfaction of Charge

Section B2 of the Companies Act, 2013, requires a company to give intimation 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, on an application by the company
or the charge holder, allow such intimation 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: ‘ S
What are the powers of Registrar to make entries of satisfaction and release of charges in absence of
intimation from company? Discuss as per the provisions of the Companies Act, 2013

[ICAI Module, RTP Nov 19]

OR

Registration of Charges K = K - “ '
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Corporate Laws & O,

- ™ . - - cottied *rp ‘,I," o
ty from m ]wale‘qudoﬂrlmmltrﬁ@S e seftie S Y5 5
: 0 ARC Limite ! s noted that the "'";""_J,r:s_ o
Ranyit acquired a prop!m-“ w:t: regis‘tcred with the sub-r.zgnstrar.whio ha :osﬂb‘sfqmm gt
Bank in full and the Sﬂth: company nor OK Bank has flleq particulars 0‘,, ; Irpi'Pf in this ,9_%'”:__) s .
it B”'{ :i.‘mh:::ies Can Mr. Ranjit approach the Registrar azr'.(;il;ez any relie J g
of Com : : -
‘::E:;'S':l':ﬁ"" in 1h:hgh1 of the provisions of the Companies Act,
I 4

\ TP-1 Mo ...' ™
[1CAI Module.MTp Nov ZO_MTP?.OvzzM -1 23 + ’.F'!’,
Answer

Section 83 of the Companies Act, 2013 provides powers o

the registrar 10 make entries with respecy o
" % natTion
the satisfaction and release of charges where no infim AN

has been received by him from the compan,

‘ jence i to th .
Accordingly, with respect Yo any registered chqrgz if an evidence i§ shown 10 o
that the debt secured by charge has been paid

e satisfaction of ey
or satisfied in whole or in part or That the part of
- sen farm n r ok o
property or undertaking charged has been released from the charge or has ceased 70 TOTm ParY of fhy
company's property or undertaking, then he may enfer in the register of charges a memaoras

-~
-
i

sotisfaction that:

pr

&)

the debt has been satisfied in whole or in part; or

« the part of the property or undertaking has been released from the charge or nas cedsef vg form
part of the company's property or undertaking.

This power can be exercised by the Registrar despite the fact that no intimationriag Deen recen
from the company.

o=

EC Oy im

Information to affected parties: The Registrar shall inform the af fecigdparties within
the entry in the register of charges.

&
9
W
o
+
o
Y
*
(Y]

Lssue of certificate: As per rule 8 (2), in case the registrar enfers a memorandum of satisfaction of chare

in full, he shall issue a certificate of registration of safisfaciion of charge in form no

- o~
{ i =
et MO )

Therefore, Mr. Ranjit can approach the Registparand show evidence to his satisfaction that the charee
has been duly settled and satisfied and request, the Registrar to enter a memorandum of 3
noting the release of charge.

satisfaction
Question 9:

I~
ABC Limited created a ch

dtg:,fiﬁ favour of OK Bank. The charge was duly registered. Lat

: er, the Bank
noiher Rs 20 erores. Due to inadvertence, this modification

in the original charge
Answer

his regard.
[MTP Nov 20]
The€ompany is advised 1o immediately fi Q \| r rectificat
ediately file an plicati ificati
o P vk Pplication for rectificati

on of 1 Chara r
overnment under Section 87 B8 i of Cheyes

of the Companies Act, 2013
Section 87 of the Act of 2013

Register of Charges in the follo

and Rule 12 empowers th
a. when there was omission in

3 e Central
Wing cases of default: Sovernment to order r

eCT:"CQ.'c’ A
rey giving intimation t i
charge within the specified time: ® the Registrar with respect to Payment or satisf
b. when there was omission or mig
Registrar

<

stotement ]
of any particulars in any filing previously made to

ion of char :
made under Sect SRR M e m ot
R on Pect to a randum 0
83 (Power of Registrar to make entries of sotisf::ﬂ(:: '“P:ny o Feport satisfaction of :::';:‘af:rce” "
and releage), < ha

<

Registration of Charges

Ars

g
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e | o e S R
y Limited obtained g working capital loan from a Nationalized Bank against the hypothecation of Stocks
& Accounts recenvable of the Company. An instrument creating the charge was duly signed by the Company
and the Bank The Company is not willing to register the charges with the Registrar of Companies. In the
light of the provisions, if the Companies Act, 2013 discuss:
(1) Is there any provision empowering the Nationalized Bank (charge holder) to get the charges registered?
(2) When can the Registrar refuse to register the charges the present scenario?

te Laws & Other Laws

[May 2022]
Answer

(1) Registration by charge

holder: Section 78 of the Companies Act, 2013, empowers the holder of charge
to get Thc 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 5o within the prescribed period of 30 days [as provided in section 77 ()], the
person in whose favour the charge is created (i.e. charge-holder) may apply to the R% for
registration of the charge along with the instrument of charge within the prescribed ti rm and
manner. In light of above provisions, the Nationalized Bank can get the charges is@

(2) Begistrars refuse fo register the charges: However, the Registrar shall not aliohCsuch registration by
The charge-holder if the company itseif registers the charge or shows sufficient tause why such charge
should not be registered. Cy /

Krish (Privete) Limited on 7th May 2022 obtained % 25 lakhs wur&?ﬁl loan by offering its Stock and

Accounts Receivables as security and ¥ 5 Lakhs adhoc averdmz 'he personal guarantee of a Director of

Krsh (Private) Limited, from o financial institution Ts the comp required to create charge for working
caprtal loan and edhoc overdraft in accordance with th visfons of the Companies Act, 20132

3 WE7P Nov 22, MTP-2 Nov 23, MTP May 25 - 5 marks]

s

Answer o L\"
As per the provisions of section 2(16) of the Con%uzs Act, 2013, charge” means an interest or lien created
on The property or assets of a company or%@o_ﬁfs undertakings or both as security and includes mortgage.

Whenever o company borrows

of loans including term loans or working capital loans from
fmancial institutions or banks or er persons, by offering ifsproperfyorassets,cmsecxﬂtyuchnnge
s created on such r in favour of the lender. Such a charge is compulsorily registrable
under the provisions of 5 panies Act, 2013 in accordance with Chapter VI and the rules made in this
regerd.

Thus when Ko ¢) Limited obtains working capital loans from financial institutions by offering stock
end Accounts Récesvables as security, it is required to create a charge on such property or assets in favour
of the lender.

Hence, for Rs. 25 Lokh working capital loan, it IS required to create a charge on it. Krish (Private) Limited
S not required to create a charge for Rs. 5 Lakh adhoc overdraft on the personal guarantee of a director.
Sece, charge is clways created on the property or assets of a company and personal guarantee of director
% 7ot ¢ property or asset of company

Sows Limited is required %o create a charge on one of its assets. However, the above charge could not be

hin the reguired 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
Crestaon

[MTP Nov 22, MTP-2 Nov 23 - 5 marks)

AT S AT
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CA SHU TEIE Id . Itsqsy moca the charge was not rf_g,“uq
ArBwer .on 77 of the Companies Act, ' application by the comparny, allow Such Que
As the provisions of Section the Registrar may, on an -'P ther 30 days are granted ¢ Exepl
i 0 days of creation of oy e § such creation (i.e. anothe : tey -
R de within @ period of 60 days @ cribed. Inst

registration fo be ma f additional fees as pres

3 o n payment 0 b 3
fhe s At 2 Esa ! ' tension of fime. the company ‘5. '\?QUlr‘e . © Make g Ans
«tension of Time Limit: For seeking “I hould be supported by @ d¢ claration from Ins;
Proced: or . ! vin. It & iy
°PP“20T50H to the Registrar in the prescr‘lf :dd:‘:ccfor that such belated filing shall not adversely affy,, AS 1
company signed by its company SeCTIE LS company. the
the rights of any other intervening creditors o ol had sufficient cause for not filing the )
e «fv the Registrar that The com _ ; - orle th . 2)
eptr e e M 2 D
i Md B e ithin the e.x"rcnded period. Further, requisite additio em fes
allow registration of charge md -
as applicable, must also be paia. ‘ a:
RSO T : d a loan there creating a charge t;l: the assets of ::
Star Ltd. is having its establishment in Canada. It obtaine

the foreign establishment. The company received a notice from the Registrar "‘ff Com:unies.;or ot Filing ¥
the particulars of charge created by the company on the property or assets SRUNST outsice Endia. The y-
company wants to defend the notice on the ground that it shall not be the duty of fhe company to register

the particulars of the charge created on the assets not located in India. Do you ugree with the stand taken ;
by the Star Ltd.? Give your answer with respect to the provisions of the Companies Act, 2013. g
Q.: [MTP May23) .

OR ;:

Vital Pharmacy Limited is engaged in the manufacturing of-medicines to cure skin diseases. It has
established a unit in Germany. It registered few patents in'Germany and raised funds by creating a charge
on its stock in Germany and the patent rights. The ;bmpany registered the charge created on its stock but g
did not register the charge created on the patent.rights. |

. - X— 1
The Company received a notice from m Registrar of Companies for not filing the particulars of charge
created by the Company on the praperty or assets situated outside India. The Company wants to defend

the notice on the ground that itshall not be the duty of the com i '
1§ pany to register the particulars of the
charge created on the patents'obtained outside India and also as they are intangible in nz:ure.

N

Referring to *haqprg?@fah of Companies Act, 2013, Examine the validity of the company’s claim
. N\ ) N ny f : 1
Answer ~ ()" [May'25 - 5 marks)

L R

, the com
establishment. empany has obtained q loan by creqti

As per the above provisions, it is ¢
property or assets or any of itg
outside India, to register the

Hence, the stand taken by

he duty of the co
. mpany creati
undzrfaklﬂgs, Wheﬂ\gr"f eating a char

N : its
Sk 9e within or outside India, o" 3
particulars of the charge. 7% g otherwise and whether situated I"
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Question v5 A PR

Explain the provisions of the Compani . == ' g i
Instrument of Charges’ ompanies Act, 2013, in respect of Inspection of Register of Charges and

D Teleid :itsnitin05.~ YOUR % BUDDY

Answer [MTP May 24 - 5 3 marks]

Inspection of Register of Charges and Instrument of Charges
As regards inspection, section 85 (2) harges
_ Section 85 (2) of the Companies Act, 2013, states that th '
, ; e register of c and
the msTrurrTetnfl of charges shall be open for inspection during business hours: - .
(1) by any member or creditor without any payment of fees; or
(2) by any o ther person on qumgnf of prescribe ¢
_ prescribed fees, subject t reas icti
company may, by its articles, impose. ] ) AT el

Question 15: e
City Bakers Limited obtained a term loan of 1,00,00,000 from DNB Bank Ltd. The loan wos
bank by creating a charse on one of its of fice buildings and the charge was duly regist
from the date of creation of charge. Wil such registration of charge be deemed tolte notice of charge
to any person who wishes to lend money to the company against the security of sz c@%&ﬂy? Also explain

the extension of time limit of its registration with the provisions under the Compdnies Act, 2013.
o [May 2023]

Answer:
istration of Charge to act as Constructive Notice (Section 8Q.of:
Section BO provides that where any charge is ragisfer'ed.uﬁ’ém;;“s:cti

i on 77, any person acquiring such
property, assets, undertakings or part thereof or any shaigﬁ‘hF”fnTerest therein shall be deemed to have
notice of the charge from the date of such registration.

O\ 7

Thus, every person proposing 1o deal with a cgﬁﬁg}y{f’should verify whether the asset has any charge by
going through the record of charges maintmd!‘\uf the office of registrar of companies before entering
into the transaction. N / ~

/es, in compliance to stated law,gpcﬂ\iﬁgé’i‘is:rraﬁon of charge be deemed to be notice of charge to any person
who wishes to lend money to thecmpany against the security of such property.

Yoo

o .o

riginal period within which a charge needs fo be registered is 30 days from

Extension of ﬂmeLu_rng}m o
the date of creaﬁ@k@f,jharge.
In the givzégzgr)i?ﬁ Bakers Limited obtained a term Joan from DNB Bank Ltd: by creating a charge on
its office building which was duly registered within 20 days from date of creation of charge.

nted where registration of charge was not effected within the original period
Registrar may, on an application by the company, allow such registration to be
n (i.e. a grace period of another 30 days is granted after
f additional fees as prescribed.

then the company shall make an application
made within a further period of sixty days

Extension of time may be gra
of 30 days. In such case, the _
made within a period of 60 days of such creatio

the expiry of the original 30 days), on payment ©
registered within the extended pﬂ:‘iod also,
owered to allow such registration to be

bed ad valorem fees.

If the charge is not
and the Registrar is emp
after payment of prescri

e e original period within which a charge needs to be registered is 30 days from
imit: The orig ing o extension of time limit as under:

o b T
sl visions relat

the date of creation of charge. Pro
w such registration to be made

icati the company, allo
Rt o o r 30 days is granted after the

i.e. a grace period of anothe
ol fees as prescribed.

 c4rar may, on an app!

' h creation (
within a period of 60 days of suc '
expiry ofpt;:e original 30 days), on payment of addition
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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 offering its property or assets, as security ¢
charge 1s created on such property or assets in favor of the lender

The Trigger point for registration of charge arises when the Bank has sarctioned the mortacoed bocked

credit limit, documentation was done, Papers of the property for creation of the mortgoge was tendered
by the company for creation of fixation of the credit fimits.

Here, The{words ‘creating a charge’ refers to the accepting of the property popers for the purpese of
creation of charge. Thus, it is the date when the credit limits were sanctioned as assigned to the compary
and not the date when the company had actually drawn a chegue from such credit limit.

(i) Conseguence of non-registration of charge [Section 77 (3) & (4))
No charge created by a company shall be taken into account by the liquidator appointed the
Companies Act, 2013 or the Insolvency and Bankruptcy Code, 2016 or any other creditor g8, iThs duly
registered and a certificate of registration of such charge is given by the Registrar. @0

This means that the charge will become void against the liquidator and other : BT
That is fo say, at the time of winding up, the creditor whose charge has nojp« %‘rgg-grg;-g: will be
reduced to the level of an unsecured creditor. Neither the liquidator nor 0&0 her creditor will give
legal recognition to a charge that is not registered. 8/

2 &

: %% et
Another important consequence of non-registration is that ,:ghg;tgm"ge-haider leses priority. Any
subsequent registration of a charge (i.e. even if it is registeped within the extended period instead of
original 30 days) shall not prejudice any right acquired in pespeét of any property before the charge is

actually registered. i
N 7

Question 18 X0
PQR Limited, a manufacturing company, is in the\process of expanding its operations. To support this
expansion, PQR Limited has acquired a plot of land along with the buildings on it from ABC Limited, another
company in the same industry. The property) héwever, is subject to an existing charge, created in favor of
a bank as security for a loan mken@;yg\gg Limited. This charge had been registered by ABC Limited at that
time. The directors of PQR Limiﬁébre of the opinion that as the charge for the property was clready
created, there is no furfher@bligi‘.rﬁoﬁ to be fulfilled from the side of PQR Limited.

After negoﬂaﬁons,qhgbiéﬁfas the charge holder, consents fo the sale and transfer of the property to
PQR Limited with the'condition that PQR Limited must register a new charge over the acquired property as
security for gz)d&ﬁloan obligations.
Advise whethep the contention of directors of PQR Limited is correct. Give your answer in terms of the
provisions of the Companies Act, 2013.

[RTP Jan25]

Answer:
The provisions of relating to registration of charges shall, so section 77 far as may be, apply to:
(a) a company acquiring any property subject to a charge within the meaning of that section: or
(b) any modification in the terms or conditions or the extent or operation of any charge registered

under that section.
According fo section 79(a) of the Companies Act, 2013, in case of a property where charge is already

registered and if it is sold with the permission of the holder of charge, it shall be the duty of the company
acquiring it to get the charge registered in accordance with section 77.

According fo the provisions of section 77. when a company acquires property that is subject to an existing
charge, it is the duty of the acquiring company (PQR Limited in this case) to register the charge as its own
This méans that PQR Limited must create a fresh charge over the acquired property and register it with

the Registrar of Companies (RoC) as per section 77.

Registration of Charges
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& Meetings of members or g ¢f
' ass t .
details. hereof, Board and its various committees along with attendance
7. Remunerction of directors gnd key managerigl personnel:

8. Penalty or punishment i :

ol v opp:ail:r:.;zd:n _ﬂ\n; company, its directors or of ficers and details of compounding
_ 9ainsT such penalty or punishment:

9 Maﬂers' relating to certification of compliances Zisci:::ures :

10. Details in respect of shares held b : ;

¥ or on beh - : :
their names, addresses, countries of i e Forig TSl A

by e ncorperation, registration and percentage of shareholding held
1 SUCh cther mﬂﬁer‘s as fnﬂ'y bg PT'P-SCI“ibed_

Question 4
Shambhu Limited was incorporated on 142018. The com
shareholders, so no general meeting of the company has been

appointed a new accountant. The new accountant has point
Annual General Meeting. The company has approached you a
company regarding the time limit for holding the first annua
of the Registrar to grant extension of time for the First A

pany did not have much to report to its
held till 30.4.2020. The company has recently
ed out that the company requirec“&éhdld the
senior Chartered Accountant, Pléaseadvise the
| general meeting of the Company and the power
nnual General Meeting, (7, "

[MTP March 21, MTP May 24 - 5 marks]
Answer : :

According o Section 96 of the Companies Act, 2013, every company shall b2 required to hold its first annual

general meeting within a period of 9 months from the date of closing 6fits first financial year.

The first financial year of Shambhu Ltd is for the period Ist 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 midy €or any special reason, extend the time within which

any annual general meeting, other than the finst\ennual general meeting, shall be held, by a period not
exceeding three months.

Thus, the first AGM should have beenheld on or before 31st December, 2019. Further, the Registrar does
not have the power to grant exténsipa to time limit for the first AGM of the company.

Question 5 R
Rijwan Limited, a listed cdnpuny 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 Meéting'af 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 place in India if consent is
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
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Part(ii) is an ordinary bu
d in the question are

two resolutions mentione
invalid.

Thus, the objection of the shareholder is valid since the details on th
The information about the amount is @ material fact with reference
and remuneration of Mr. Prateek as the auditor.

authorized share capital
notice under Section 102 of the Companies Act, 2

X<~

e item to be considered are lacking.
to sthe proposed increase of

013.

The notice is, therefore, not a valid

R —

2 T
P Limited had called its Annual General Meeting on 30th€'4|.r_*gus?r"2019. Mr. Pawan has filed a complaint against
ng as\the company did not serve the notice to him for

the company, that he could not attend the meeti
a‘rt.endmg the annual gcr_teral meeting. The company, i turn, provi
notice, by way of an email to Mr. Pawan, inviting him to attend the annu

Iﬁ:-:xan h:l!ege.d that he never received the email
ight of th isi Sies Ac
ight of the provisions of the-Companies Act, 2013, advise the whether the company has erred in

ded the proof that they had sent the
al general meeting of the company.

serving the notice of Annual Gene(ti Meefmg to Mr. Pawan.
: {\J
© MTP Apr 21]
As per Rule 18 of t - [
| nies ini
¢ s ::ammm’or:?emept & Adrnm.tstmtion) Rules, 2014, sending of noti hrough
ectroni cognized. A notice may be sent through e mc?' l OT'CG;‘? : "°“in
-mail as a text or as

attachment + e e
P = as a notification providi .
Richno é e-mail providing electronic li i
shall be add ic link or Uniform R :
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Kurt Limited i€ o company engaged in the |

siness of Wi e Yuring finpers ”'W P hﬂ' W"r".’
you TO .‘.\plam-. them the 1.;]]“,,".“' as per th i Jatiprer ity appr

’ ® provigions of the Companies Act, 2013
(a) Quorum for the general meeting i(f Yhe company has 8O0 members

) Quorum for the general mesting if The ¢ ompany hag 6500 members

() Quorum for the general meeting if the company has 5500 members The articles of pssociation has
prescribed the quorum for the meeting to be %0

(MTY April 2022)
OR

: business of manuf ac lm'um‘ plapers (,ﬂd}y upiam the
provisions related to quorum in meeting as per the provisions of the Componies Act, 2013

(MTP May 24 - 5 marks)

samayak Limited is a company engaged in the

Answer

According 1o section 103(1) of the Companies Act, 2013, unles

i the articles of the company {Frj-fmigr o
larger number, in case of a public company’ < \

\N

(1) 5 members personally present if number of members as on the date of meeting is not r-gfi@amm 1000,

(2) fifteen members personally present if the number of members as on the date of magimg is more than
one thousand but up to five thousand, OV

(3) 30 members personally present if number of members as on the date of the mhnq exceeds D OO0

The term ‘members personally present’ as mentioned above refers to tﬁs:ﬁémmrs entitled 1o vote in
respect of the items of business on the agenda of the meeting, ud

Thus, d

(a) If the company has 800 members, quorum shall be 5 members personally present.,

(b) If the company has 6500 members, quorum shall be“gt, mémbers personally present.

(¢) If the company has 5500 members, quorum shalfte 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 (.,‘0/

() The Articles of Association of -DIA-Ltd. require the personal presence of 7 members to constitute
quorum of General Meetings. The Gompany 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 repcesmidﬁi}r‘é of Governor of Uttar Pradesh.

(2) D, representing¥ Ltd. and Z Ltd,

(3) E,F,6 dnd M as proxies of shareholders.
Determine'hether the quorum was present in the meeting?

(1) Sirhj, a shareholder, gives a notice for inspecting proxies, five days before the meeting is scheduled
and approaches the company two days before the schedlul'ed meeting for inspecting the same. What is
the legal position relating to his actions (as per the provisions of the Companies Act, 2013)>

[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 membe'rs as on theldate of meeting. The following

Persons were present in the extra-ordinary meeting to consider the appointment of Managing Director:

() A, the representative of Governor of Karnataka.

() B and C, shareholders of preference shares,

(i) b, representing Green Limited and Blue Limited

(V) E,F, 6 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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Answer

‘|

(i)

,];ejg de "_!tnsnltinOS’ .'f the number of mombg,.‘

we N

S 90 SECTION 103 of the Compd .
Acgording 10 5© ot .

" 0 f--:fmcnszm‘o
f"!; date of meeting is not more than 0

be the quor um.

o ers to be pcrsomliy present (higher of

: ingis 7 memb
nc!‘ﬁ" Met ng CDUﬂ?ed who are gnh'ﬂCd Yo vote on

£ fo
. fh‘;)m::rr:emwwum of quorum, only those members are
5or /)

resolution proposed 10 be passed in the meeting.
nt in person and not by proxy are to be counted. Hence, proxies whether they
present !

Aqﬂ';;::):” or not will have fo be excluded for the purposes of quorum.
are

-~ i m lh I ! I by &SO‘U on 0a as ‘n
au 0 1Z€ a pe SO!I I l 1 f
l' a C"-.-'!'.\_DL-". |'f‘ s a ”tﬁ”'-DEl 0| Clnolht! Compaﬂy, II CIY cl i

gdeemed
representative at @ meeting of the latter company, then such a person shall be deeme
sresent in person and counted for the purpose of quorum

Where fwo or more companies which are members of another company, appoint a smgl-.;ﬂ par's oh as their
representative then cach such company will be counted as quorum at a meé eting of ?hc. "tnr company.

Further the President of India or Governor of a State, if he is a member of h.abmpony. may appoint
such a person as he thinks fit, fo act as his representative at any meeting of ‘the company. A person s
appointed shall be deemed to be a member of such a company and thu;fgmidercd as member perscnally

In view of the above there are only three members pqrsnhnﬂy present. ‘A’ will be included for the
purpose of quorum. D will have Two votes for the purpose crf quorum as he represents two companies Y

Ltd' and 'Z Ltd" E, F, G and H are not to be incliided 6s they are not members but representing as
proxies for the members. N\

Thus, it can be said that the requirement s of quorum has not been met and it shall not constitute a valid
quorum for the meeting. ~ O

~K 7
N
m:::. :?‘3 (8)o oTi::‘tC‘ﬂmpuo : nies Act, 2013 every member entitled to vote at a meeting of the
four hnu'r‘s e il fixede; mo::d thereat, shall be entitled during the period beginning twen'y-
of the meeti %\O%Cf the ro?t:es Ie:;ommzmwmﬂ.l.T of the m"'ﬂng and ending with the ConElUsion
s gzl dG“,'PSI mﬁcet:nie:ii;i:; :?1 ;;ni\:“c:::ng th: business hours of the company.
on so to inspect is given to the company.

In the given case, Sirhj has gi )

5 o given proper notice. H ; .

Wi perion Meginalng 24 e tice. However, such inspection can b ‘

Pt e 17 ng urs bf.fore the time fixed for the comm . undertuk.g,n i i
conclusion of the meeting. encement of the meeting and ending

So, Sirhj can undertake the i ¢
c‘n .
s it nspection only during the above mentioned period and
and not two days priof

1 -'.‘!-'i‘-]'lii‘:

stra
va

>
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mr. Pink held 100 partly paid y
on the shares. Due to some y

p Shﬂres Gf Red leiTe

navoidable circumstanc d. The company asked him to pay the final call money

: es, he was unable to th ]

eeting of pay the amount of call money to
the ground that the articles do nog per::ii Sht::eholder's, the chairman disallowed him to cast his vote on
held by him. Mr. Pink contested th a shareholder to vote if he has not paid the calls on the shares

. e decisi : .
Act, 2013 decide whether the conten?i::rloonfo;: hl:i::{ilswvrgiliz RATRTIG Tt e i S

Answer [RTP Nov 19]

I

]

|' Section 106 (1) of the Companies Act, 2013 ¢
l member shall exercise any voting right in resp
l or other sums presently payable by him have no
any right of lien.

tates that the articles of a company may provide that no
ect of any shares registered in his name on which any calls
t been paid, or in regard to which the company has exercised

.' 1 . QN‘
| In the present case the articles of the company do not permit a shareholder to vote if he @%1 paid the
»

' cq!ls on ﬂ.'ll’- shares held by him. T.herefora, the chairman at the meeting is well within it8 fight to refuse
him the right to vote at the meeting and Mr. Pink's contention is not valid. K'QX*
21 o
W

X'amember of LKM Ltd. is holding 250 shares, which are partly paid. TheGampany 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 neiefﬁbf’”‘provisions of the Companies Act,
2013, assuming that Articles of association of the Company"dd-not restrict the voting right of such
members. AN

[Nov 18]

Answer >N

Restriction on voting rights [Section 106 of T i’n Sanies Act, 2013] According to the said Section:

(1) Notwithstanding anything contained iﬁtﬁi{hct. the articles of a company may provide that no member
shall exercise any voting right in‘,rgspgft of any shares registered in his name on which any calls or
other sums are presently Bqup?qu? him have not been paid, or in regard to which the company has
exercised any right of lieas )™

(2) A company shall not, excepton the groun
exercising his votingcight on any other ground.

ds specified in sub-section (1), prohibit any member from

member) holding 250 shares of LKM Ltd. has not paid certain calls on the
d his voting rights in the general meeting though the Articles of association
he voting rights of such members.

a\\ s 3
In the given gugs‘ﬁmffﬂr. X (
shares. The€ompahy has denie ghts.
of the compahy does not contain any restriction in ¥

the above provisions of the Act and the facts of the case, LKM Ltd.'s denial to X' for

On examination of g
lid.

exercising his voting rights is not va

R
If a member of a listed company W
meeting of the company and change

as casted his vote through electronic voting can attend general

vote subsequently d can he appoint a proxy?
‘ subsequently an 7
his vote : e

nagement and Administration) Rules, 2014, the notice
ho have cast their vote by remote e-voting prior to
be entitled to cast their yote again.

Answer ies (Ma
According to Rule - 20(4)(iii)(C) il iln;p:;:;;rs w
of the meeting shall clearly state 1ha'r‘ but shall not
the meeting may also attend the meeting bu

casted his vote through electronic voting can

pany who has f
hig vote subsequently and is not permitted to

f a listed com
er e nnot change

In the instant case, a memb
he company but ca

attend general meeting of
appoint a proxy-
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: = ¥ i sine Ararah Gtheng
s Teleid ; itsnifin@se” 70" e owene
i st e ; /) ’ 4
Jesti = p wiﬂ'\fhcw*or" dw 50”1"” che Time of Tra mantary
\Wira) Limited issued ¢ 72 o < regording OpP° e esses 1ogether 1 e
Meeting (v w‘m:‘r:;uzom for all the Pne Dus

dl&ld.-d 1] W ¥

| i 18, MY O
present Examine the validity of The resoluts <
‘ ol meetrg S ds A g
‘ ' resolution the geres
: ﬂw: sake of avoiding confusion and mlxlf\g yp each
or

s T trar
et P reson e
decides 10 WOVE :
tely. However it would not be illegal if the o seperete rp st in. POWERY,
separately: '

i| be appmmf,d oy p——
ion 162 each director of the Cﬂ"mﬂy{ sha o has mﬂhpu 4&f%’¢‘ £
where the shareholder

by a single resolution ne resolitions together, ot of which 9::,2:&@05 9
ses 1o move N o\~

In the given case, the company prope i\

appointment of directors.

Co for 0y 6 gre re syt
nsidering The above provision the company will have 1¢ appoint mci; *irf‘&’-:‘ O,r Yﬂig&‘

- [ : - | A
Bui:!du the said resolutions, the other seven resolutions con be moved 1ogeTne @

- e =
R . [

T VAR R E———— v "im;ulrué;m'-mw-o'fdo
At o General meeting of o XYZ Limited, o matter was o be passeE iy " ', s were found wmmkid
members present, 20 voted in favour of the resolution © 97 declored the resohstion s
The remaining 10 members abstained from voting, The Chai

_ With reference to the provisions of the Com
Chairman's declaration.

ol
In a general meeting of a company, the ﬁcﬂ

(MTP Oct 2017]

passed o special resolution regarding some SpEs
matters. There were 30 members pr meeting, Out of which 15 voted in favour of The resohution.
6 voted against it and 5 votes invalid. The remaining 4 members abstained from voting The
chairman of the meeting dula@ resolution as passed. With reference to provisions of the Compories
Act, 2013 examine the $W o irman’s declaration.

[MTP May'25 - S marks]

Answer
Under Sectio

) of the Companies Act, 2013, for a valid special resclution 1o be passed ot o mee™¥E
of mem company, the following conditions need to be satisfied:

1) The intention to propose the resolution, as a special resoluti
calling the general meeting or other intimation given to the ik been specified in the no?ics

2) The notice required under the Companies Act must have been :
3) I:: votes cast in favour of the resolution (whether by‘shm ofm 9"?’ of the general meetirg. *
ﬁm;a:;emm:n:zb; members present in person or by proxy or by postal ballet . mo‘:oﬂ'. 3
of votes, if any, cast againgt the resolution by ’ are not less ThoN
Thus, in terms of the requisite majority, § 50 entitied and voting
the resolution. Abstentions or invalid vo

tmymmfmhavctobewmmamﬁw
. : u,lfnﬂy.nrem#tobztakemm courrt
Accordingly, in the given problem the votes xivg '

avour
Mﬁmﬂhwmur&?)mmmm thon 3 times of the vo'®

v
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move o reseiuhion for appointment i ’6—.'&' voling power want the company 16 give & special netice
o By il e sal g ment of an auditor other than retiring cuditor. Explain whether members
v COmPUES BT Tievant provisions of the Companies Act, 2013 in makire their reguest

Vv 18]

Amswer S & {
caciamm 10 T TH & i ~
ec f:-m = ijc Wmmﬂf&., 2013 states that where any provision of this Act specifically requires
B NP T o: ° company so require that o special notice is required for passing any
~ESOA W, .- noTce ﬁu?:mmﬂoﬂ 1o Mﬂﬂkhrmlm%ﬁmﬂmgﬂnfa mmwm
mos” of M"‘-D:U‘S hcldmg not less than 1L of the total voting power, or holqu shares on wnich such
sggregate sum of not less then Rs. 5.00,.000/- has been paid-up
1= such ¢ case. The company shall give its members notice of the resclution in the monner s prescribed n
%ufe ZZ of the Comparies (Maragement & Administration) Rules, 2014 Further, Section 115 of ’:E g—*

species That special notice is required 10 appoint as auditor g person other than a retiring oudit
Section 140 of the Act. O

Aczording to The given facts in the question, there is non-compliance of reguiremers,

soted aoove e, The notice of the intention to move such resolution as 1o appoint

than retiring auditor was given by members of ZA Ltd holding less than 1% of the voting power
7

Sz the points of distinction between ordinery resclution and spcz& 1on

[May 2019
Answer \Q :

-

fference Setween srdwng ‘ ; ion

Sectien 1i4(1) of the Companies Act, 2013 states thaty Ncedblution shall be ordinary reschation, if the
sctice required under this Act has been Culy gvedgNdAt is required o be passed by the voles cast,
shether on o show of hands, or electronically ég oll, as the case may be, in favour of the resolution,
ncluding the casting vote of the Chairman, if amyyot the Chairman, by members, who, being entitied so to
4 wote i person, or where proxies are gliosed/Sy proxy or by postal ballot, exceed The votes, if any cast

tgmnst the resclution by members itgied and voting

Swgly sut. the votes cost in (ke '5.\:.1 of the resolution, by any mode of voting should exceed The votes

5T ogoenst T

> ¢ the Act, o resolution shall be o special resolution, when-
: r,vomumrmhﬂmascspec-alrmlmsmhasmwymﬂm,mmﬁu
calleng the generdl meeting or other intimation given 10 the members of the resclution
Bl The notice required under this Act has been duly giver; and
) The wotes cast in fovour of the resolution, whether on a show of hands, or ““"Mfr or ona poll,
22 the case may be, in fovour of she resolution, including the casting vote of the Chairman, if any, of

P . or where proxies are allowed
e Crosrmon members, wna, D2 entitied 30 1o do, vote in persen, or \
= i : re rm:-gr&d Yo be not less than 3 times the number of the votes if o,

proxy o ballct, &
L@wawmwwm“mm

i

. o -

i

3 - A - ed 10 exclude certan matiers dﬂm—md :
Jssuuuumngefmwdmmm °

orest ;wnfmﬂ!Wﬂ Monoj. o sharenclder contended that the minutes must
::f- :;M cfﬁ!ﬂmw Decide, whether the contentien of Mano) is
Gir and correct SUmmary ,
Wmdumpnvmdﬂuwm,zm;
Hiss gtate the masiass fime allowed for entering maniies 6 proceedings
ik [MTP May'24, RTP May 18, MTP Oct, 19]
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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) is or could reasonably be regarded as defamatory of any person.
(i) is irrelevant or immaterial to the proceeding: or

(i) is detrimental to the interests of the company:

Further, under section 118(6) the chairman shall exercise absolute discretion in regard to the inclusion g
non-inclusion of any matter in the Minutes on the grounds specified in sub- secjrgn (5) above. o
Hence. in view of the above, the contention of Manoj, a shareholder of Amit Limited is not volid because

the Chairman has absolute discretion on the inclusion or exclusion of any matter in the minutes for
aforesaid reasons.

Maximum time allowed for entering minutes of proceedings: The minutes of proceedings of -gnch meeting
shall be entered in the books maintained for that purpose along with the date of such effmpwithin 30 daye
of the conclusion of the meeting,

Question 28 AG

Veena Ltd. held its Annual General Meeting on September 15, 2018. The meeting was presided over by Mr
Mohan Rao, the Chairman of the Company's Board of Directors. On Sepfember 17, 2018, Mr. Mohan Rag,
the Chairman, without signing the minutes of the meeting, left Indiato look after his father who fell sick

in London. Referring to the provisions of the Companies Ac'r,ZQ‘tB,; state the manner in which the minutes
of the above meeting are to be signed in the absence of Mr. Mohan Rao and by whom?

[MTP Oct 18, April 19, Jan 21, MTP 2 May'23]
Answer
Section 118 of the Companies Act, 2013 providés’that every company shall prepare, sign and keep minutes
of proceedings of every general meetingincluding the meeting called by the requisitionists and all
proceedings of meeting of any class of shareholders or creditors or Board of Directors or committee of
the Board and also resolution passed,by postal ballot within thirty days of the conclusion of every such
meeting concerned. Minutes kept ‘3{16“‘ be evidence of the proceedings recorded in a meeting.

By virtue of Rule 25 of j'he"ggffbonies (Management and Administration) Rules, 2014 read with section 118

of the Companies 463.2013 each page of every such book shall be initialled or signed and the last page of
the record of proceedings of each meeting or each report in such books shall be
the case of

' dated and signed by, in
minutes of proceedings of a general meeting, by the chairman of the same meeting within the

afar id@' of thirty days or in the event of the death or inability of that cha

by a dipéctor d

irman within that period
uly authorized by the Board for the purpose.

Therefore, the minutes of the meeting referred to in the case o
of Mr. Mohan Rao, by any director.

f Veena Ltd. can be signed in the absence
authorized by the Board in this respect.

Question 29 _

Mr. Laurel, a shareholder in Hardly

General Meetings and to have copy o
Act, 2013 answer the following:

Limited, a listed company, desires to inspect the minutes book of
f some resolutions. In the light of the provisions of the Companies
() Whether he can inspect the minutes book and to h
(i) Whether he can authorize his friend to ins

ave copies of the minutes at free of cost?
of authority?

pect the minutes book on behalf of him by signing a powe’

[July 21]
Mr. Ra hareholder of o

r.®am, a shareholder of PQR Ltd., has made a request to the com idi inutes
book of general meeting. Whether the shareholder pany for providing a copy of m

: ' of a company is entitled : ses
book? Explain, provisions of the Companies Act, 2013, i EART ) 7

[May 2022, MTP-2 May 23]
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'3 | Forty-two members each holtiikg individualiv s “Snltlnos
' .
| to holding 0‘1?% of the total i ually shares with face value of X 600 which amounted

~a | All the remaining members holdi
' capital of the company.

R S ——

“Up share capital for each such member.
ng individually more than 1.2% of the total paid- up share

In the AGM held on 25th August, 2022 : , ”
o et 9 + the members were not provided with the facility to vote by

|
1t i b =
l In the context of aforesaid case-scenario, Please answer whether Upkaar Nidhi Ltd. was required to send
?
i

the notice of AGM along with relevant documents to all its members as aforesaid?

RTP 23
PEEEA [RTP May 23]

In case of Nidhi company:

Section 20 qf 'r_h_e Cornpames..qcf‘ 2013, shall apply, subject to the modification that, in the case of members
who do not individually or jointly hold shares of more than one thousand rupees in face value or mohelthan
plepespentyafthe TO.TC” Paid-up share capital, whichever is less, it shall be sufficient cornpiian,eeﬁf itH the
provisions of the section if an intimation is sent by public notice in newspaper circulated in the'district in
which the Registered Office of the company is situated stating the date, time and venue SE\AGM and the
financial statement with its enclosures can be inspected at the registered office of ﬂieoompuny and the

financial statement with enclosures are affixed in the notice board of the company q;i&a,@”ﬁ"sember is entitled
to vote either in person or through proxy. )

Here, Upkaar Nidhi Ltd. was only required to send such notice of AGMfﬁﬁﬂﬁuﬁher relevant documents to

members who individually or jointly hold shares of more than ¥ 1,000%n%ate value or more than 1%, of the

total paid-up share capital, whichever is less. Accordingly, Upkadr Nidhi Ltd. would have send notice and

other relevant documents to only following category of membefs:% ™~

() Two members jointly holding shares with face value of X 1,600 which amounted to 0.32% of the total
paid-up share capital " ¢

(i) All the remaining members holding individuglly mohe Than 1.2% of the total paid -up share capital of the

company.

For the category of members mentigna\d"i:rfif:'"-/"‘" 1 & 3, of the aforesaid table given in case scenario, it
would have been sufficient comp!idth\ if ‘an intimation for the AGM was sent in the newspaper as per the
provisions, as aforesaid, and there wusno need ta send the notice of AGM along with relevant documents

to such category of members ﬁgr'sonali'!-

Question 38\ | a— \

The paid-up shéire capifal of Golden Shoes Limited is Rs. 25,00,000 divided into 250,000 equity shares of
Rs. 10 each So;ﬁ; of the shareholders holding 2,500 equity shares are residents of London for whom a
foreign register of shareholders is opened thereat on November 1, 2022. Advise Golden Shoes Limited.

Within how much time after opening of ‘foreign register’, it is required to file with the Registrar of

Compani i tuation of the London office.
panies, a notice of situatio T

Answer _

Section 88 (4) of the Companies Act, 2013, per_rmts'a car:pg

of the register of members, called 'foreig_n register, cor;:rl‘n

Members, debenture-holders, other security holders or bene

ny to keep in any counfry outside Indig, a part
ing the names and particulars of the
ficial owners residing outside India

Administration) Rules, 2014 requires that the company shall,
ng of any foreign register, file with the Registrar notice of the
such Register is kept.

Rule 7 of the Companies (Management and
Within 30 days from the date of the open:
Situation of the office along with the fee where

p_‘qaﬂag@mental'ld Administration ) “
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Accordingly, Golden Shoes Limited flfl:@‘lﬁldn ¢ fh:}gtﬁhﬁm‘mﬁ% 1, 2022 (i.e. the date on which tp,

~ ice wi
e of situation of the London 0 | i hi
T::;: register is opened) along with requisite fee

’, -

i se a resolution at 1 . : i

e Th:!’::'e' r:i:in:lgprhlip: Delhi i.e. the place where Registered Office of Focus Li is
which is going To : :

ituated. aok
;“ Kindly provide guidance 10 Prakash and his friends on the

' shoul initi members' resolution. . s |
(W) Whutdo:f ctihtf ;::::-t:;uirements that Prakash and his friends need to keep in mind for moving a
L}

members resolution.

equisite minimum paid-up share capital they

[RTP May 2024
(i) In terms of section 111 of the Companies Act, 2013, the member‘s of a compartydr'a iiven a- statutory
right to propose resolutions for consideration at the general meeftings. Accordmto sub-section (1), the
number of members required to make a requisition for moving resolution; all be same as required to
requisition a general meeting as per section 100 (2). The requirement :5\33; der:

_ & VV -
*In case of a company having share capital, such number 01; m ers who hold minimum 1/10th of the
paid-up share capital that carries right of voting shall be | ible o make a requisition for moving
resolution at the general meeting.” f‘ {:*} »

Accordingly, Prakash and his friends must holgiglig)ifnum' 1/10th of paid-up share capital (i.e. Rs.10 lakh
worth of share capital carrying right t@& of Focus Limited in ord’etr" to be eligible for moying a
resolution at the general meeting. x\\; e AN o '

gt

(i) The other requirements as p. 2
meeting which Prakash af
() Two or more copi

i.2. Prakash and frie
(b) The w&

on 111 for making a requisition to move a resolution at the generd|
iends should keep in mind are as under:

he requisition are required o contain signatures of all the requisitionists

_ ust be deposited by them at CP where the registered office of Focus Limited is
sit

s I@'ﬁ\:& of a requisition requiring notice of a resolution, it n&¥ds 13 be deposited by them not
ess than six weeks before the meeting.
(4

case of any other resoluti i :
the mmi:-v lon, the same is to be deposited by them not less than two weeksbefore
A reaso rit .
% to ::“oposingn::-: ::::;:::; mhm;ﬂ[ the expenses to be incurred by Focus Limited in giving effec!
e shall also be deposited by Prakash and his friends along with the

ABC Pt L;;iééi&? e D AR
] isa - SR EN SR AW A Ty & s

company secrefary due fﬁ'?&"fnl"ﬁ’:fl.f’?" covporated in 2024. The company has not appointed ¢
company needs to file its annual return, ':h::ci:::;-::&i:;the end of the financial year 2024-25, the
expert whether they need to submit ate of dilemma, consulted the company la¥
sign the document. a fullfledged annual return or q :

n abridged version and who should
Based on the provisions of the Companies Act, 2013

() What form should ABC Pyt Ltd. use 1o - advise on the following:
" ) Hlutia: s file i ng
(i1) Whoe is authorized to sign the annual ret, . ;’ annual retyrn?

pan [RTP May'25)
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(M Abridged Form of Annyal e

Return OMpanies Act, 2013,

(i) Signing of Annual Retuprn

Answer [MTP May'24 - 5 marks]
"According 10 section 92(1) of the Companies 4

‘ t. 2013

the Annual Return) in 1, 3 + €Very company shall repare a return (referred

T:L:: of the finsancial yeqr Ienp:::;:?fd focr 2 : :Tnining the SPGC'::?:d purti?:ui::s as th::s?o(od on the

. on .

prescribe abridged form of annyq| Feturn for One Pe:::o go Section 91 (1), the Central Government may
classes of companies g may be SOOOR

following queries of the comp

() What will be the fate of the meeting in cade two members, in Person, were present qt the adjourned
Meeting held on 13.05.20235

(i) In case on 06.05.2023

behaviour of some members dlping the meeti
adjourned meeti

meeting? o)
() In case, where sych meet

ﬂn)'l

ng:was called by the requisitionists under Section 100 of the Act and at
Such meeting the quloram was not present, what will be the fate of such meeting

?
[May 24, RTP Sept'25- 5 marks)
Answep « , .
(i) According 10 section 103 of the Companies Act, 2013, in case of q public ¢

ompany, unless the articles of
the Company provide for a larger number, if the number of members is

more than 1000 byt upte 5000,
then the quorum Shall be 15 members personally present.
If the quorum is not

Company:

@) the meeti shall stand adjourned to the same day in the next week at the same time and place, or
to s::;:\ of’:\ger date and such other time and place as the Boqgrd may determine or

b) the Mmeeting, if called by requisitionists under section 100, shall stand cancelled

present within half-an-hour from the time appointed for holding a meeting of the

- day, time or place of meeting under
: : : d meeting or of a change of
:"‘Ozga(d)ﬂ::r in case oi; :;Ia;i:ll::: less than three days'notice to the members either individually or
a), the : . : .
Y Pblishing an adveryisement in the newspapers (one in English and ane in verna

cular language) which
i in circulation ot the place where the registered office of the company is situated.

Management and Administratio gl s : “ -
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T e stobeleE ST E ™ ™ T e
O I i A o 0 . ehall be 'S g
m also within holfnnwmﬂﬁ“ . Ry 35«3 mambe s " g
In mmg.m question the quorum for the given compan

| . withur nall o hew
personally present + in the odjourned meeting (L. 1309 2023) alse o
Where quorum IS presen
thctwmmbcrspnsuﬂsluﬂformfhtawﬂm

() mm*l’iﬂghdﬂoﬂb.mm3ﬂdlb "jmtfdf' want of quorum In sy,

e “ . ase These 1 memy
::tm (13.05.2023), only 3 members in person :::MM,- B jw.r::tth ac .
chall not constitute the quorum and hence, shall stand

(i) If the quorum is not present within huslffcr_t-w from
company, the meeting, if called by requisitionists

the time appointed for holding a meeting of the
section 100, shall stand concelled

Emmu *;ersoru &mhﬂdfuu&mtﬁmdﬁmw fidg 0s per the provisios
of the Companies Act, 2013, Q@ i el
Answer: 6/

Persons entited to receive the Notice of the Generd MeePSs 5

itled 1 ive i
According to section 101(3) of the Companies Act. 2013, v&@a of every meeting of the company 118

n
insolvent member. 7

(2) the auditor or auditors of the co

(3) every director of the company. \

be given to:
(1) every member of the company, legal reprac ch of any deceased member or the assignee of

= ¥ e — - A -

-~ “Ploee B g L, :

t:pr:r:\ofem sy::‘g‘"'d“' puoﬁer:?wdsﬂm mder- section B of the Companies Act, 2013 with o ves
young i sm ‘dif ferent parts of ﬂ\acomfr:g- rld-class cricketers. The foundation selec™
from its - via talent hunt competitions and other referercts

.meg:zhﬂonhodbminc with residential facilities at the designated c%*
orporated as a charitable institution in 2016. Curren”

members. The Annual General Meeting
d office of the company at Jaipur. of the company is usually heid at the chb &7

The members in one of the general meetings h
_ have strongly
of the company be held at a hotel in the vicinity of the suggested that the next Anrual Generol Mee!™

the same has a congested sitting area. lh""”‘“ﬂfftgmym'mmofmawg

() Whether it is compelling ions of the Companies Act |
meeting? 9 upon the board to consider the 1. 2013, decide on the following
(¥) Whether a 15 days' prior notice is valid and ac regarding shift of the vense 1o ™
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Declaration and Payment of
Dividend
Question

0 yZ Medical Instruments Limited is a manufacturing company & has proposed a dividend @ 10% for
the year 2913'19 out of the profits of current year. The company has earned a profit of Rs. 910
crores during 2018-19. The 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 Nov'23- 3 manks}

Gi) Karan, holder of 5,000 equity shares of Rs. 100 each of M/s. Rachit Leather Shoes Limited did ho¥ pay
final call of Rs. 10 per share. M/s. Rachit Leather Shoes Limited declared dividend of30%, Examine
with reference to relevant provisions of the Companies Act, 2013, the amount of dividénd Karan should
receive. -

[ICAT Module, RTP May 21, MTP Oct 20, MTP Oc#-19, Nov 18, RTP Nov'22]
OR .

ABC Ltd. has declared dividend of X 2/- per equity share in the general meefing.‘Mr. Suresh is holding 5000

equity shares of X 10 face value each, on which X 10,000 towards call mohey is due. Whether the dividend

amount payable to him be adjusted against such dues as per the provisions of the Companies Act, 20137

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. df th€ company. Such transfer is not mandatory and the
percentage to be transferred to pesenves is at the discretion of the company.

As per the given facts, YZ Médicat-Eristruments Limited has earned a profit of Rs. 910 crores for the
financial year 2018-19. Inhds'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 ficovisions 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 Insfruments 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
tommitted by a director for adjusting the calls in arrears remaining unpaid or any other sum due from
@ 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
: given racts, _ .
Rs. SO(m against t+he declared dividend of 10%, ie., 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
Imount of Rs. 50,000 payable to him.

ration and Payment of Dividend ) o= - 5 “ a ,
: Wik Syt
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B G ey v - 50 crore, as on 31st Mu,.- '

_ . - : free reserves of Rs ch,
MNP L1d. has e paid-up share copvmuf@em‘@:iffdsmhmgpncmﬁon for the year ended g
2019, The company mode 0 lss oF was not in @ position to declare any dividend for the said year g,
March, 2019 and as a result, the company § the company announced the declaration of dividend of 20%

ot prefite. Fosaer, R e e The average dividend declared by the company in the

- mmmyearsw w:;sm:::;im. orovisions of the Companies Act, 2013, examine the validity of
last t is 25%.

declaration of dividend.

%

- ich it i d loss
dividend for the financial year in which it incurre :
Whether a Company can declare divide i A
Answer: | : '
As per Second Proviso to Section 123 (1), in the event of inadequacy or absencF of profits ar.\ any financig|
year, a company may declare dividend out of the accumulated profits of previous years which have been
transferred to the free reserves.

<\
o™
- 2 AN
However, such declaration shall be subject to the following conditions og{p?smule 3 of Companies
(Declaration and Payment of Dividend) Rules, 2014

(i) Therate of dividend declared shall not exceed the average of the mf@%hich dividend was declared
by the company in the immediately preceding three years. % 7

As per facts of the question the present rate of dividend@(%% and average dividend declared in the
last three years is 25%. So, this condition is fulfilled, ()

(i) The total amount to be drawn from free res Shall not exceed one-tenth i.e., 10% of its paid-up
share capital and free reserves as per tho& audited financial statement.

Amount of dividend proposed: Rs. 2 Cr}e.s (20% of Rs. 10 Crore i.e., on paid up capital)

10% of paid up share capital a&%em: 10% of (10 crore + 50 crore) = Rs, 6 Crore.

This condition is fulf'llz@n ivi i ! _
gl Q& ount of dividend is not exceeding 10% of its paid-up share capital and
(iii) The amoun Qm. : e
- ‘ \md ;:a‘l,ln\:wfs;ebe u;nllzzd to set off the losses incurred in the financial year in which
§ Y Thereafter, any dividend in respect of equity shares shall be declared.

es, the residual resery
p es Shall o A e O
d financial statement. not fall below 15% of its paid

(iv) After such withdrawal from free resery
up share capital as per the latest audite.

') I AR S 2 FRRIONe 2
foming the financial yeqr. zm'é%g\ In ;r: '.
. e

immediately precedind

: ecided 1o d at the rat,
be in par with the immediately pr ‘::ﬂr‘c 1_27- interim dividend fn: ::‘ 7%, 11% and 12% respectively, The
[ICAT Mod, MTP M1 ceding year. 15 ® current fi

of Directors valig>

- - MTP April 21, May 19, May 18- 6 marks!







Answer: e T R '
According to section 124 of the Compans [:t, 2043, vﬁere cx\‘tﬁﬁ been ue-_!°:~ ;: :M L*-‘:- b T
has not been paid or claimed within m e- re LS EH tion, the »f‘n-’ﬁ;- : .-—.""n iy .
days from the date of expiry of the said period of 30 days, transfer the total amou ._b"ﬂ_ ‘M t,,—j ':“ ch

remains unpaid or unclaimed to a special account to be opened by the company in any Scheculed Dank g 4,

called the Unpaid Dividend Account.

Further, according to section 127 of the Companies Act, 2013, where a dividend has bizr :;e.«:l;‘e: Oy ¢
company but has not been paid or the warrant in respect thereof has not been posted wi "-n 3C éu‘*.rs from
the date of declaration to any entitled shareholder, every director of the company shall, if he is Knowingly
a party to the default, be liable for punishment.

In the present case, the Board of Directors of Future Fashions Limited at its meeting recommendeq ,
dividend on its paid-up equity share capital which was later on approved by the shareholders at the Annyy
General Meeting. \
Thereafter, the directors at another meeting of the Board decided by passir‘\g a bmrct r‘e;olution for
diverting the total dividend to be paid to the shareholders for purchase of cer?aarg;h@%—'rerm investments
in the name of the company. As a result, dividend was paid to shareholders af:g{;??ﬂays.

1. Since, declared dividend has not been paid within 30 days from TQL;Qd; e of the declaration to any
shareholder entitled to the payment of dividend, the com ﬁéﬂ‘:’{vifhin 7 days from the date of
expiry of the said period of 30 days, transfer the total amouritrof dividend which remains unpaid or

unclaimed to a special account to be opened by the con@i in any scheduled bank to be called the
Unpaid Dividend Account. O

ﬂ\’:{\* /V
2. The Board of Directors of Future Fashions Limitéd has violated section 127 of the Companies Act, 2013
as it failed to pay dividend to shareholder \lﬂ’\lﬁ 30 days due to its decision to divert the total dividend
to be paid to shareholders for purc};g o/) ertain short-term investments in the name of the company.

Conseguences: The following ar Ca’nsequences for violation of the above provisions-

a) Every director of the com shall, if he is knowingly a party to the default, be punishable with
maximum imprisonment &of two years and shall also be liable for a minimum fine rupees one thousand for
every day durir such default continues.

b) The company so be liable to pay simple interest at the rate of 18% p.a. during the period for

which SQ It continues.

Question 6:
RST Ltd. declared dividend at the rate of 20%
15" June 2018. As RST Ltd. is left with certai
unpaid and unclaimed dividend to UDA (unpaid d
more than 2 years in the UDA, some of the ent
of section 124, and claimed for their unpaid divi
legal issues on the entitlement of the dividend

for the financial year 2017-2018 in the AGM scheduled on
n unpaid and unclaimed dividend, it transferred amount of
ividend account), After remaining unpaid and unclaimed for
itled shareholders made RST Ltd. liable for noncompliance
dend amount. RST Ltd. denies saying that there were certa’
amount to the respective shareholders.

Answer: [RTP May 2017

ere a dividend has been declared by a company but hos

s O days from the date of the declaration, the compa™
shall, within 7 days from the date of expiry of the said period of 30 days Tr'ans:: a::hc;n.ml :.mounf of
dividend which remains unpaid/unclaimed to the Un ' e

paid Dividend Account.

-




r The company Shall. withip o

periog : . . T HE o CA BHUNHAM SINGHAL
cortanig the names their last knzwxdel;lﬁ oldqhml;tu%n Itlnos

Trangfer
place 1t o The web-site of the Company l’r"::ss"s and the yn ster of an amount, prepare a statement
|

goverament for this purpace " Such ¢ any. and qlge on 2::‘ L:':dend Yo be paid 1o each person and
> < (4 0 .

accordingly in the given Situation, RS I "‘“"‘_"ef‘ and othep partlculz:!“b Wb e b

sble for the said noncomp); ' 9. fail e be prescribed

. .
nce of section 129 of bl Statement of y

Amy person Claiming to be entitled o

account of the ¢ Y m

oney 1
ompany may aPply to the bt €Y transfer

Mmpany fop pa

Ply with the Fequirements
ompany shall be liable tq q

red under section 124(1) to the

Unpaid Dividend
yment of the money claimed.

Sice RST LYd. failed to com
of unpaid dividend, so such ¢ of this section as to the preparing of a statement
- Penalty of one lakh rupees and in case of continuing

nalty

Green L'd' @ power generating company, attracted numerous investors due_to i&rong growth potential,
M. Arju. one of the investor purchased q significant number of shar gn

: i Ltd., expecting regular
returns in the form of dividends. Over the years, Green Ltd. pzrfé) well and consistently declared
dwidends. However, in 2023-2024, despite reporting profits, the“bbard of directors decided not to
distribute dividends, citing the need to reinvest earnings f°'lvf'ji.‘,‘>¢ expansion,

Seeing this, Mr. Arju argued that as q shareholder, he hﬂg\n absolute right to receive dividends. He
believed that since the company was in profitable staté, tii,wdends should be mandatorily distributed. He
raised his concerns at the Annual General Mee?ir%(? ). questioning the board's decision. Looking at the

given scenario, assess the argument of Mr. Arj e”’light and support of the relevant legislation.
\C Q‘ [MTP May'25 - 5 marks]

Answer 9. U . ;

Section 2(35) of the Companies Act , defines the term "dividend” as any distribution of profits by a
fo its shareholders, whi cash or in kind, out of free reserves available for the purpose.

mﬂﬂmry onqtement implie’s t hareholders don't have an inherent or guaranteed right to receive

dvidends from a com i

: , |

tocic e : ith the board of directors, subject to sharaholdgr approval & lega
The‘ e ‘N@mdepds :e:‘; w';m?,.e'rhg board of directors has the authority to recommend
""_"“‘"‘5 i r?::;?:mmg’dividends is not in the best interest of the company, they may choose
dividends, T ieve di

ici | ders can't force the company to
: has sufficient profits. Sharehol
fot to declare them, even if the company
Seclare dividends.

company gL S
A can declare dlwslends only ouﬁding B
& Current year's profits after pro e
5. Previous years profits transferred to reserves.

Money provi in case of guaranteed companies). e |
- Pty gover’ﬂm::*'::‘ﬂ set aside a specified percentage of profits in reserves if
Before declaring a dividend, the compd

al Meeting (AGM),
Feguired. gividend recommended by the board at the Annual Gener q
Shareholders cq opr i
ﬁn-,' cmcmd:mnove g dividend. inal accounts are prepared if they find it
oyt d a higher divicen™ efore the final acco |
- im dividend b transfer them to a separate Unpaid
‘nu M may declare an interim o for 30 dﬂYsa the cal'nPﬂﬂY must tra
3 g o in unpgal
Ppropriate. If dividends remad

Account.
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4 \tndf the h.n'lﬂ\i'nl\-;_\ At '.““ ‘

I he sectign 18
i. The given problem IS pased on th;r;ﬁlea rdw:uﬂ:ué hcl tf ri' n

. ; pamaing calls ih arrears an,
dend is declared by @ company and thers N any

As per the low where the divt Hence shall be dccl\\@\‘ 1o have been AN 1o Whing

¢, in such case 0 0 A
::‘:c;xiu;::g:‘c‘:‘ :‘:x“ adjuS’?Bd by the company agmus! any sum due to It rrom the sha eholde,
L) ;
As per the facts given in the question, Me. A is holding equity shares of face value of 10 Lakhs and hey

not paid an amount of 1 kakh towards call money on shares

Referring to the above provision, Mr. A 18 eligible to get Rs L
an amount of 1 lakh can be adjusted towards call money due on

him in cash or by cheque or in any electronic mode
pany can adjust sum of Rs 1 lakh due towards call

20 |“kh 10“\{‘{13@ d_l\;'ldf"\.! out of whl(h
his shares. R$ 20,000 can be paid 1

According to the above mentioned provision, com
money on shares against the dividend amount payable to Mr. A

ii. According to section 123(5), dividend shall be payable only to the ©
or to his order or to his banker.

egistered shareholder of the share

Facts in the given case state thet Ms. N. the holder of equity shares tm.quw'ga the shares to Mr.R
whose name has been registered on 20th May 2017. O\

Since, he became the registered shareholder before the dc;jnadﬁoa”of the dividend in the Annual
general meeting of the company held on 20th Sapnmbw'/m “s0, Mr. R will be entitled to the

dividend. ~\
' —— R
| Sun Light Limited was incorporated on 22nd J anuafy 2019 with the objects of providing sof tware services

The Company adopted its first financial yenrlsﬁ'ﬁm 22nd January 2019 to 31st March 2020. The financiol

statement for the said period, after pcougdn?g for depreciation in accordance with Schedule IT of the

Companies Act, 2013 revealed net Bg’ofit}m Board of Directors declared 20% interim dividend at ther
’ meeting held on 7th July ZOZQB{M holding its first Annual General Meeting. In the light of the

provisions of the Companies Act, 2013 and Rules made thereunder:

Whether the Company has complied due diligence in declaring interim dividend?

Answer: | ,\M [Nov 2020]
;;m'.dl'ng td‘#ﬁgm 123(3);!1‘ ﬂ\-e Cmnpul nies Act, ?013. the Board of Directors of a company may declare
ng any financial year or at any time during the period from closure of Financial year i

holdingof 1 i i

the financial y;ﬁrg::?::lmm::t-'? out of the surplus in the profit and loss account or out of prof(™s 4

oo interim dividend is sought to be declared or out of profits generated
quarter preceding the date of declaration of the interim dividend. -

In the instant case, SunLi imi i il
ight Limited has complied due diligence in declaring interim dividend as the Interit

Dividend was declared by Board of Dire ' i
o i irectors at their meeting held on 7th July, 2020 before holding I1*

Also, the financial statement revealed ne i
b Sy t profit Mekani dia y
financial year ending 31st March, 2020, profit so the interim dividend can be paid out of profits of the

L T T
s '.l»'---'_’.';J.'__'I J-‘-....-. [f{‘ - ‘:J '_‘_{“‘_‘_
e i W B E T e o™ ':L-' _-._'_-_*.4

Asﬁ-LinﬁtTgﬁ dezlared dividend ot ite Anesial | SRSt h..;.gr."::l'_‘ el

I Ao

0

ared dividend at its Annual Genera b
I .

:;‘ : a shareho Ide_r was posted on 22nd January 20;';“;:3? sk

_ g,brl‘ sary, 2021. and encashed it Subsequamly'cnn M ?0

to distribute the dividend within 30 days of deck;ruﬁon m

31-12-2020. The dividend warran!

postal delay Mr. A received the warran’ o
thfc action ngﬂ.m ‘he Compﬂny for h‘.h;"f
provisions of Comeu Act. 2013? :
[July 2021, MTP May 24 - 2 mark®

ik

tdrfation \f-'"-\i "}L‘\.”“.‘“t L‘t l“ib‘ldi‘”d
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2013
marghﬂdtr‘s WlThlf‘i 1he ppES"_r.‘bed s ' I'“'-t]Ulr'qs ‘h
In case leidCﬂd IS ind by |55u'nq

" i j““'j must be P Yhe eV i Yied
y da"fi fi‘l}m th({ % o The & Yieg
ﬂdd' esse : ' F resce ibﬁd !lme

dote of dec laration of dividend

wa
rrams must be posted af the registered

Once posted, it is immaterial whether the ¢

1n the given question, the dividend was dec
30 days from date of declaration of divide

ame ap ' '
e 0: ;l;clezwcd’wnhm Thirty days by the shareholders or not
nd (post \ ‘Z_Ud() and the dividend warrant was posted within
Posted on 22nd January, 2021),
1t is immaterial if Mr. A has received it on Btk
: Februur’y 2021 (i
L., post

Mr. A cannot initiate action against the com 30 days from 3112 2020), Hence,
an _

declaration. pany for failure to distribute the dividend within 30 days of

Question 14: <~

Mr. R, holder of 1000 equity shares of Rs. 10 each /\\

refused to accept the request of R and informed hi

m that his shares on which divid Ahot been cloi
till date, have also been transferred to the Inves ivideqd hes'no n cloimed

iz : tor Education And Protection Fund “Examine, in the light
of the provisions of the Companies Act, 2013, the validity of the decision of the)Cémpany and suggest the
remedy, if available, to him for obtaining the unclaimed amount of dividendghd pe-transfer of corresponding
shares in his name.

[Jan 2021, MTP 2 May'23]
OR

Manish, a shareholder of a company, has not claimed his dividends from the company for the last 10 years
due to different reasons. He wants to know whether he'will be able to recover the dividends declared by
the company for all these years. Explain to him the'celevant legal provisions.

[Jar25 ~ 5 marks)

Answer:

According to section 124 of the Compafiies Act, 2013: e _

(1) Unpaid or Unclaimed Dividend 10\be transferred to the Unpaid Dividend Account - Where o dividend
has been declared by a company.but has not been paid or claimed within thirty (30) days from the date
of declaration, the company ¢hall, within seven (7? QGYS from the expiry of the“sac;d :er'lod of ;0 days,
transfer the totaharount of unpaid or unclaimed dividend 1o a special account called the Unpaid Dividend

Account (UDA),_T}m UDA shall be opened by the company in any scheduled bank.

f ' ' d Protection Fund (IEPF) - Any money
2 ; _ + to_Investor Educnhon‘ and Pr |
% ;a::f::r;f}: :ﬁ:'g::a;:?::md Account which remains unpaid or unclaimed for a period of seven

'Ong with gnterest
shall be transferred by the company o J
(7) years from the date of such transfer . .

accrued thereon to the Investor Education and Protection Fund. .

: hich dividend has not been paid of claimed for 7
: res in respect of w .
@) 1 h to Psh;:lbs:"]rranﬁ”md by the company in the name of Investor Education and
Consecutive years or more

il ribed details.
Protection Fund along with o statement containing the prescri

- Any claimant of shares so transferred to IEPF shall

] i i
(4) ri h wner of 'tra ol C dRsharcs' from Investor Education and Protection Fund in
re

be entitled to reclaim fhlf-
Sccordance with the prescribe

‘transfer

dure and on submission of prescribed documents
d proce

yividend ) “

k ~ant of
'‘eClaration ‘_lll'"lfi |,}_'|yﬂ'” nto
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Question 19 Te'l@ PR, chaves held Y Mr iy
The dividend amaunts received 0 elar’ fténltl no 5 . ’
I e J
30 : as follows Ampoun! ;
Fomy !“?:\ "‘or:\Plxrur Dividend D larattan DATe Divideny A7 | Dividdend
me o e v d 4

::h-‘vﬂ“" Liml"‘d "h t‘“ :t}"" "tnl | ¥ | i) 2t r

ol 'r

i [n’»;l-lc.nrf Wi

e : .') an I“‘J Pty
[ Bhandel Nidhi Cimited | 0A.09.208¢ within  The  a%ipulae
} Fime I.ﬂm-l
| & value B2 j H0,000, inagut wyate, of Jipom

af eren
Juring 1

1e of 8% pa

holds 100 cumulative pr

dividend payable (8 at the ra
profits

Algo, Mr. Valbhay
Limited on which

Limited did not earn any
ques tion(d)

yawing
with regpect to deloyng

e angwar 10 the 1¢
| in the rable,

gaid coga-scenario, pleas
af oresalt

ore
t to the company(ies)

In the context of af
he puniahmcn

What could be T
e ghares ‘,N‘f r,'”'"" ial yeny

a,
yment of dividend amount(s)? 4
b, Whether Jipant! Ltd, I required to pay dividend on cumulative preferen
e O ON [RTPF MNov'2y
b " '
Answer oM
(a) Aggord! on 127 of the Compantes Act, 2013 OV
In case a company fails to pay declared dividends or fails to 1:.1?.,1I|unjv;1ci warrantd within 30 days of
declaration, then the company ghall be liable Yo pay simple 'i'mlf'fi 4f the rate of 18% p.a, during the
period for which such default continues % ’,/>;
O\
cation No. GSR 465‘{.(“‘,‘"%\1&! 08-06-2018, section 127 dealing with

Nidhis, sub_jcc:;t_\\ﬁ‘th;:’?ollowmq modiflcation

% s
N\
¢ less, It shall be sufficient compliance of the

+d In the local language in one lgeal
|90 t'fl'ﬁl_llnywl‘ on the notice

Further, in terms of Notifi
punighment shall apply to the

In case the dividend payable to a nlatﬁb‘\t“ls Re, 100 o

provisions of section 127, if rhe,,yiclri?“n\?ion of the dividend (s announce

newspaper of wide cireulation. o \afnouncement of the said declaration s a

board of the Nidhi comﬁ"@m@m at leagt 3 months
\L-

() nmnwm
i
D vldcﬁ, m red on 29.08 2022 but was pald on 23.10.2022 o Mr. Vaibhay, (14 share-holder
ted, 1o each of

The eclared should have been
! paid or dividend warrants should have
I b g
%@ holder, within 30 days of dividend declaration |.e, by 24.09 2022 i
ordingly, the interest payable by Suvaas Limited would be calculated as follows:

Eir:ﬁ:;d gividcnd Declaration Interest @ 18% to be Int '
A Y nteres! |
ate calculated from 25092022 to
T S L el 23.10.2022
| 2%.08.2022 BOOx18%%29/365 11

(1) Incase of Bhandol Nidhi Limited

Here, Bhandol Nidhi Limited |

; 5 a Nidhi com

S0, In such a case, It pany and the dividend 3

dividend declared wasw:::\it:‘::db;‘"t;wfflclcni' compliance of r::aptﬂ:vit:i:& :. V;mbhrw wu:‘ 7

circulation and announceman y the company in local | ng of section 127,
t of the said d anguage in one local , of wide

company f eclaration cal newspaper ¢

S e SRR ) mn::;::‘? dl;p'und on the notice boord of ™

om 04,09.2022).

Rs 100
if the

Accordingly, if the aforesald
could be "esald compliances have be
imposed upon it, otherwise, it would be l;’;:"f;?:‘:h:ndol Nidhi Limited then no punishm® !
shment,

Decla
A ration and ""V““'N‘ of “de‘.”d
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ylative preference share is TEIE id : itsnitinosr SRSt

ONE In respect of which d s of

P)‘ i'h divid""d llf-lﬁiﬂl‘ due 1o mnsutticiens y of brofiti 5 , Nidf.ﬂd ggtg ﬂttumulq‘l‘ed Ond any arrears o

lui'flil sarned i the later years Protits during the current year is payable from the

 adlit

legd dividend on cumulative ¢
(| and un t preference g ; ‘ :
l,j":dtﬂd 1 pﬂyul‘r[r on equity shareg e shares is paid in full, including arrears, if any, no
* 4

. that during financial .
e It 18 given /] hoial year 2021.22 i i
He pdingly, (h suc h case the company may Plegilriom Loddratal il g

ateo _ accumulate such dividend for financial year 2021-22 to be
cartied forward to following financial year(s) and such arrears of dividend would be payable from the
fo"ﬂwiﬂq {inant fal year(s) profits

20

Lb floots Ltd, A listed company is engaged in the manufacturing of shoes and related accessories. The
fusiness 18 get on a recovery mode by the induction of the new production Manager Mr. A. The Board o
pirectors of the i has recommended the declaration of a dividend of Rs. 50 lakhs after a gap é‘:‘,
it years during which profits were inadequate to distribute the same. O

the dividend thus proposed is to met partially out of the current year profit of Rs. 16 lakh
prafits during the post eight years were Rs 170 lakhs which is 25% of the total share capit 4
peferring to the provisions of the Companies Act, 2013 decide, whether the condifto{sh‘h regard to
declaration of dividend in case of inadequate profit are met? You are requested »@wf' your answer with
requisite caleulations. e a s

SMM', RTP Sept'25 - 5 marks]
Answer C \ ¥

According to second proviso to section 123, where in any year ther‘é;\fdﬁﬁo adequate profits for declaring

dwidend, the company may declare dividend out of the accumdlatedprofits earned by it in previous years
and trangferred by it 1o the free reserves only in ac:ordgp&ﬁﬁ?hﬁhz procedure laid down in Rule 3 of the
Companies (Declaration and Payment of Dividend) Rul;f\aw 1

Free Regerves means such reserves which, as pzr‘\t}‘lt latest audited balance sheet of a company, are

available for digtribution as dividend

A

Under Rule 3 such declaration shall bwiubi:bd to the following conditions:
Condition T >/

The rate of dividend declnred,g@éu Aot exceed the average of the rates at which dividend was declared by

the company in the im i@\ﬁrzceding three years.
However, this condih\ not apply if the company has not declared any dividend in each of the three
preceding financ ﬁ

Condition [x
The 1414 amount to be drawn from such accumulated profits shall not exceed 10% of its paid-up share
“pital and free reserves as appearing in the latest audited financial statement.

“onition 11

n"ﬂmaunt s0 drawn shall first be utilised o set off the losses incurred in the financial year in which
"idend is declared and only thereafter, any dividend in respect i s

w.:f reserves after such withdrawal shall not fall below 15% of its paid- up share capital as
Mifg in the latest audited financial statement.

:?:h. 9iven question, since Long Boots L1d. current year profits of Rs. 16 lakh e insufficient to meet the

e 3 requirement of Rs. 50 lakh, hence the company has 10 fulfil the conditions as prescribed under
(mentioned above).

“ration and Payment of Dividend ) Ex “
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Accounts of Companies

1

pavi Limited maintained its books of acco
rmitted under the provisions of the Comp:

state the person responsible for compl

Accounts of a Company.

@ Whether a Company can keep books of Accounts

(o)

unts under Sinal
gle Entry 5 '
anies Act, 20133 y System of Accounting. Is it

b :
) YIng with the provisions regarding maintenance of Books of
In electronic mode accessible only outside Indiay

[M“;;\:arch 21, Oct. 20, Nov 19, MTP Oct 20, RTP Now22]

cenLimited is a company dealing in tradi : ey BEL 2\ >
br Sustenof Actourting, Th 9 ing of spices. It has maintained its books of acceunts tnder Single
Entry SY g. 'he company has recently hired a n :
g doubtful that the accounts can be maintained under Sing! ew account, The new acgountant, Mr. Dubey,
under Single Entry S : :
< dllowed fo do s0? gle Entry System, Advise the company whether it
[MTP March 21, MTP-MaicK 2022, RTP Sept 2024]
Answer e P
(i) According fo Section 128(1) of the Companies Act, 2013, evéhy 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 accrual basis tnd aecording to double entry system of accounting.

Hence, maintenance of books of acceuhf inder Singly Entry System of Accounting by Ravi Limited is

not permitted.

(i) Persons responsible to maint ain books :
As per Section 123,,(6,}5{ the Companies Act, 2013, the person responsible o take all reasonable steps
to secure comp“amg_w the company with the requirement of maintenance of books of accounts etc.

shall be: L)

(a) Managing;.birecfor.

(b) Whole-Time Director, in charge of
ooks of account or other relevant papers in electronic

ules, 2014. According To such Rule,

ks or papers maintained in electronic mode shall
bsequent reference at any time.

|, display or printout of the electronic records
m appropriate and such records shall not be

finance

Gy 4 Company have the option of keeping such b :
mode as per Rule 3 of the Companies (ACCOU""Sb) 3
(@) such books of accounts or other relevant bo

: . usable for su
remain i in India so as 1o be ;
accessible in I storage, retrieva

() There shall be a proper system 50 the Board may deel

as the Audit Committee, if any, of itted by law.
disposed of or rendered unusable. unless perr:;r books and papers of the company maintained in

nd of : '
2 Tlh, NS ae b ey :f :Ic::: " feide Tncia,if any, shall be kept in servers i b e
electronic mode, including at d

in India on a daily basis.
ce, a company cannot k

nt in electronic mode accessible only outside India.
u

>3 k1

cep books of ACcO

Accounts of Companiées
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A Intes madintel Wik nppt

o el Fiiey ¥
t*h“ T RUE
1 BOIA on The fulluwing
Fi of Yhe company

Qe 1A . |
AP & @ Thatent pf (A Tntermmadiate His {riemd
explodn % han the prveiins of the Oampenier A :
) Dragees ok @7 Doaks af oMt and ather hauk® and pip

h‘" Morvad of presscwtion of paaki af aveounts Y Ao B

1
o

tha (1) L0l s on [ el fie e

account ane

l."' [.“-'g 'ul lll mivley 'y LTI

SAREIN Jamed & RN mmved ai Dexghers et | minutes hooks of Yhe Bewy

more adedt the company, Ehe wanted e inspect the haoks of
Neotoas hoki daring the praviout three years
The companty & keaping the books of i count and
whereas Sanjana reswles it Kolkaty Therefore
Avontia whe & @ Chartened Accountant and does

SR Wi the meetings of the Board 3
b il o 1 Rules, @ xamine whether Avw\ﬂua 7N mike

% (1 (14 Ragiaterad Effiee, which 18 a% Mumby

het pecord
oth jana autherised hee frieng

theaugh power of artorney, Ban
ractice (n Mumbal, 10 make an INEpes ton of the bogks

Sving The relevant provisions of the Companies Act, 2013 and o\
MEped ton on behalt af Sanjam \g‘ﬂlﬁ"?‘ 5 merie]
() Inmpectan by Directors ‘,

As por Secton 128(3) of the Companies Act. 2013, any director can ingpget th books of account and other
dooks and papers of the company during business hours. Such mnpnﬂ@% ¢ done by any Yype of director

- mommee independent promater or whole time )@

The provse 1o sub-section 3 pravides that o person con m?@\l books of account of Yhe subaidiary, only
e

on authercsation by way of the resolution of Board of Pir r

Al
As por Secton 128(4) where on ingpection {&c under sub-gection (3), the of ficers and other employess

of the company shall give to the paggon mtiking such inspection oll assistance in connection with the
aspection which the company may C be expected to give.

(%) Peried for preservatio
According to section 1 B),o e Companies Act, 2013, the books of accounts, together with vouchers

nelevant 1o any en *h books, are required to be preserved in
j good order by the com for a period
of mot less @wrs immediately preceding the relevant financial year, g o s

In m@m incorporated less than eight years before the

financi
for the period preceding the financial year together with the ERRRREE S s of accounts

vouchers shall be so preserved
As per praviso to sub-section 5, where an investigation has been ordered in respect of a company under

y estigation, the Central Government may direc!
Brochions o that effect ger than 8 years, as it may deem fit and give

e 'l& E-EE ”i :.!;—Ee T
:wnl:?_’:f;nchl " '.L*-.hl\.':i':.l dth;..' T W
proceedings, a need 1o re-open the accounts of Chet L g observed, during the assessmer’
Filed on appication before the National Company La Ty e | 7"/ Y 2008-09 ard; therefore
:.m e:f s accounts and recasting the financial W'I:LE‘!;C:T] e U the order.to Cheton L1d
valdity of the application filed by the Income Tax Authorities :: Lh;‘-:_‘mr\clal B o e
(May'23, ' :
g:? May 19, mp Oct 20, MTP 2 May'23- 3 marks)
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Serbwrel bt ordered the re-opening o[ L1 1 T TISNITINOG — o simuasw s

n(_.rnun‘s -
™~ you to explain to them the Provisiong of e of MIT L1d The directors of the ¢ ompany has
sg on court’s or Tribunal's arder - “OMmponies Act 20113 in respect of the re- opening

M o

s [MTP Oct 2018, May 24
gection 130 of the Companies Act 20::

L s a com
s ﬂ,fimncml statements, uniess an opwli Pany shall not
' ox authorities, the Securities and E, 9ard is made by the Central Government, the

Lt

¢ . Xchange Boar
; Wud . ey iy g s :fe Board, any gther statutory body or authority or any
t 1 B competent jurisdiction or the Tribunal to the effect

vant earlier accounts wer :
' the releve ‘P © Prepared in a fraudulent manner: o
@ maffmt‘s o € company were misman

aged du .
reliability of financial statements. 2 ring the relevant period, casting a doubt gnﬁhe

pening of books of account relating to a pg;}g%i‘ﬁrlter
he current financial year. eSS

Fe-opening and re-casting of the fﬂgrﬁﬁtl(ﬂ statements

K

hon eight financial years immediately preceding t
[n the given instance, an application was filed for
of Chetan Ltd. for the financial year 2008-2009

Though application filed by the Income Tax Authorities to NCLT is valid,
od recasting of financial statements for the period earlier than e
preceding the current financial year i.e. 2019-2020, is invalid

its recémmefidation for reopening
ighf“financial years immediately

La |

Qutnd Q
New Sales Pvt. Limited, a company engaged in the busine§s of trading heavy-duty paper tapes used in

industrial packaging, has seen consistent growth over jhie’past five years. The company's turnover for the
financial year 2024-25 crossed % 130 crore, with o fi8t profit of X 9.2 crore.

During the same financial year, the company's jpnq;s'ﬁrving Chief Financial Officer (CFO), Mr. Ram, retired
n December 2024 due to prolonged healtK isSues. Following his retirement, Mr. Shyam, a qualified
Chartered Accountant with two decades of-experience in financial reporting, was appointed as the new CFO
n March 2025, AW

“Mmuning his duties and rv,wi’;wl‘ng the company’s past financial records and statutory filings, Mr. Shyam

foted certain material g\lﬁﬁﬂ:&’tion errors and omissions in the audited financial statements for the year
ZOE]-ZZ. s \\g N il

7 L) : L
Concerned obouf%c\‘i;,fmﬁa[ implications of these discrepancies, Mr. Shyam advised the Board of
necto of New Sales Pvt. Limited to revise the financial statements for FY 2021-22, even though the
ial statements had already been adopted by the shareholders and filed with the Registrar of

Companies (Rqc).

Vith reference o the relevant provisions of the Companies Act, 2013, examine and advise whether New
Scles pyy Limited i : %o revise its financial statements for the financial year 2021-22.
: is permitted [MTP March 18, RTP Sept'25)
Ws - il During the
e s _ - engaged in trading automobile spare par*rs ng the current
ial Mr:;;-l;mmd :ll’s :hc CFP(;":cfimd due to bad health. The company appointed Mr. C as the new
%o : 5, Mr.J, the AL statutory returns of the company, Mr. € advised the
MUM verification of the financial stetements and ot sait for the yitor 205105
of ¢ Skl vise the financi (
 Gine, ﬁhkﬂtme'nfoutT\:e:p;:sze provisions of the Companies Act, 2013, whether M/s Right
e e

Limited can do so? [Sept'24 - 5 marks]

- -
M




| * - -,
vehuntary Revison of Sirancs - A PR Drectors of ¢ -
As per section 131 of the Companies At ot ;-.;se mpily with The provisions af sect
imancial wtmcnfefﬂ\c:mm' RS ke T4
Q the 1inania 1o st mmm Pmm_spoﬂs- e

b the report of the Soard does not &0

they may prepare rewsed financial mmﬂ'? or MT rds | on an application made

financial yeors after obtaining the approval of the r-':«::\!! 4 copy of the anger of the Tridunal shal o,
fourtoen days of the decision taken by the Beard. A “c. $-c.,-:.._“ receint of the cartfied copy

Filed with the Registrar of Companies within 30 days of the Sate & T

In the given question, Mr. Shyam has advised ﬂtc Board of Nuv‘ o b Tt ——
statements for the year 2021-22. The Board of Directors can 30 S0 o, 2025) aad by chioineg :‘"
pertaining to net later than three preceding financial rear's {fmb: t; -_ ;- oTammg Swy
approval of the Tribunal within fourteen days of the decision Taken Dy Board

bt o

report in respect oF Wy < o=
by The Compamy g« .

Sales Pvt. Limited o rewvise The * mancs

& 534
¥ o W

<

Question 4 | - i

Explain the following in brief with reference to Companies Act 2013: National Financial Repart - 4: o~
[Nov 20, Jan 21 Moy 25 - 5 morie

Answer

National Financial R ing Author

According to section 132 of the Companies Act, 2013, the Centrgl Goyernment may. Dy notficsten
constitute the National Financial Reporting Authority (NFRA) to préwide for matTers reiating 7o accauning
and auditing standards under this Act.

Notwithstanding anything contained in any other low for{the fime being in force, the NFRA shali—

(@) make recommendations to the Central Governfhent.on the formulation and laying down of accowrme
and auditing policiesand standards for adoftion by companies or class of companies or ther gud "o
as the case may be

(b) monitor and enforce the compliance with accounting standands and auditing standards i Such momme”
as may be prescribed

(¢) oversee the quality of, service of the professions associated with ensuring complianoe with suct
standards, and suggestmeasures required for improvement in quality of service and such other retsl
matters as may beprescrited: and

(d) perform such gtherfunctions relating to clauses (a), (b) and (c) as may be prescrived

Question 5, _

Altar Limited has on its Board, four Directors viz. W, X, Y and Z. In
the Managing Director. The company also has a full time Company
financial statements of the company for the year ended 31st
the directors, Mr. X and Y under their signatures.

Referring to the provisions of the Companies Act, 2013:

() Examine the validity of the authentication of :
the Board's Report, the Balance Sheet and Statement of Profit & Loss 3%

addition, the company has Mr. 0 =

Secretary, Mr. Wise, on its rofls Tn¢
March, 2017 were authenticated by twe &

(i) What would be your answer in case the company is a One Person
5 s COMPBH" o_p,:'-j 1§ by O
Director, who has authenticated the Balance Sheml‘ &:d Stat ; : ol
Report? ._ ement of Profit & Loss and the 300™°

Answer [RTP May 2018, MTP May 2020 - & ™™

In accordance with the provisions of the Co i

U LT mpani
financial statements, including consolidated financ R
Directors before they are signed on behalf of +

3 contained under section 134 (1) ™

'dﬂ ; 3 SeEcChion iy%\

- mm. [fw' shall &de by the Boord ot
Mbymm L

Vo Lo R !
A ;‘;‘-..4"1-_1-*(‘:3_-" e, T i ﬁ‘i(




g m r-pp*(‘r)f‘ C" 1he _c_?:\ YOUR m auDDY
’ s e Chairperson of Co npany when . . . “g s ~CA SHUBMAM SINGHAL -
H L]
* % vich one Shall be managing gine,y. - it l'e‘@rdiSlelsu lBtI noS
. the Owef Executive Of ' . and

At e %ard or by two Direc
gherever ?ht}' are uppom‘red‘ or

q inthe case of One Person ¢ any, only 1 ompany secretary of the company,
; T Only by one dir
+hereoh eCTo;

tors out of

PEBNEES DR O amhexures therey, o be s
I

. , n i :
zed by the Board and where pe i not so GUThQrigz:g b: i hairperson of the company, if he is
of whom Shﬂ"‘be - mﬁ'\o?:g director, - Shall be signeg by at least two direc
i IR 88 een oase, ¢ Balance Sheet and Profit & |oss A
y. the directors, _In view of the Provisions of Section 134 ccount have been Signed by Mr. X and Mr.
one of the two signatories Since, the com (1), the Managing Director Mr. D should be
glso sign the Balance Sheet and Profit &T:::is i3 employed a full time Secretary, he should
R etord 14 not valid. ccount, Therefore, authentication done by two
§ In case of OPC, the financiql statements shoy
authentication is in order

Tors one

Id be signed by one director and hence; 1311‘

a L W
KX N

i o
The Companies Act, 2013 has prescribed an additional dy

Board's Report a 'Directors’ Responsibili

; Ty on the Board of Dir‘ec'rot,&"té' include in the
ility Statement’. Ex
sad statement.

plain briefly the details to be furnished in the

(MTP Aug 2018, May 18, WTP Nov 22, WTP-2Nevd3 mTp May 24])- 6 marks

Section 134(3)(¢c) of the Companies Act 2013 provides that there $hall be attached to statements laid
vefore a company in general meeting, a report b

Yy its Board of Directors, which shall include a number of
statements as prescribed in the sub section including Directors' Responsibility Statement.

Further section 134(5) states that the Directors Responsibility Statement shall state that:
. Inthe preparation of the annual accounts, the dpplicable

with proper explanation relating to material departures; : _
the directors had selected such accounting policies and applied them consistently and made judgments
ond estimates that are reasonablefand prudent so as to give a true and fair view of the state of affairs

of the company at the end of the financial year and of the profit or loss of the company for that
Pf-ﬁod: N ¢

accounting standards had been followed along
i

N e ‘ te accounti

_ : ufficient care for the maintenance of adequa ng
x ::‘seFtors h:d.“q‘g%‘r;-:::pe;::ii:ns of this Act for safeguarding the assetsof the company and

ords in accordance'wi e : T
for preventin ahd Hetecting fraud and other irregularities; : "
", p::e di lt%f:‘d{hud e gred the annual accounts on a going concern bﬂS‘IS. and
e ire . rs prepa listed company, had laid down internal financial con‘trols._ to be followed
by *ir‘ector‘s, in amefxe ofha' ':2 :nal fimncit;l controls are adequate and were operating effectively:

compony sucni

' ' isi all applicable
compliance with the provisions of p
the dir ised proper systems to ensure . :
m:ﬂ 1::: mi::mmz;g adequate and operating effectively.

e : . e gratements far the year 2018-19. Mr. PruTef.k: Thei M:nagmg
o limited has prepared its flm{\clﬂ hese financial statements on the grounds Thusi;it :ds o:dy: e duty
v - Necompany is declining e efinanciol statements as approved by 1 hzh' it 'bﬁ‘ o :Ot
o Board of the directors to sign the ched you advise him regarding his responsi ity for
1o sign the same. Now. Mr. Prateek has aPPr:“ egarding his responsibility for signing the financial
- . " il r
t, 2013.

> Tt

the financial statement. Advise Mr. Wez Ac
M& as per the provisions of the Compan

' . 1es
Accounts of Compani
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> more information: . :

M Proteek has olso provided 0 yoU the fo“:::'gfhz chairperson of the company To $ign the financial
ori

The Board s o policy does "B itsnitinQy,,

stotements _
appointed Ms. Sunanina as 1S Company

: mwmhas [RTP Nov 19]

nancial statement, including consolidated

2 «24[1) of the Companies Act 2013, the fi :
According To seciion 1341} o h‘e Board of Directors before they are signed on behalf

the Board or by two directors
Officer, the Chief Financial
nted, or in the case of One
port thereon.

mm,ifw.shnﬂbeawmdbﬂ

cémawdby?hccwrpersoﬂof?hemw _ .
o4 oF which one sholl be managing director. if any, and the Chief ExecuTive

##icer ond the compeny secrefary of the company, wherever 1.'hey are a.ppm
Person Company, only by one director., for submission to the auditor for his re

here he is authorised by

As per the focts of the question, the Board has not authorised the chairperson of the company o sign
e Smoncial Statements tience. the financial statement shall be signed by Two directors out of which one
<haill be managing director [Le. Mr. Prateek] L

In $he conciusion, you can aiso mention that in addition to these 2 directors,gb\g@EEf. CFO and CS, if
' amy_in the company will also sign such financial statements. . f\‘
The o Directors of Vishwokarma Electronics Limited comsffof Mr. Ghanshyam (Director), Mr.

#Hyder [Dimector) and Mr. Indersen (Managing Director). 'ﬂ\@;gompany has also employed a full time
Secretary The Profit and Loss Account and Balance Sheet(of the company were signed by Mr. Ghanshyam
ame Mir Hwder Examine whether the authenticatior(oh financial statements of the company was in
accomdance with The prowvisions of the Cmﬂg\{g gﬂ??

5 {\i\ " [RTP May 2020, Jan 21]
——  §
S ;:,;:;3;{%3} i 9»?& Act, 2013, the financial statement, including consolidated
PR b . "% any. shall i w by the Board of Directors before they are signed on behalf
st of waich one m;tm di ‘f, Nk nufhortsed by the Board or by two directors
Oficar and She . * ﬂ‘f";’:“- if any, and the Chief Executive Officer, the Chief Financial
pany, wherever they are appointed, or in the case of One

pa™ director, for submission to the auditor for his report thereon.

The directors. In view of S::: ;;f{:')o:sf :;?Em h“"ﬁ been signed by Mr. Ghanshyam
Wamaging Bimertor should be one of the two ol as Ompanies Act, 2013, Mr. Indersen, the
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! m ol sums of money received and expended

o expenditure take place;
2 g sles and purchases of goods and services by the company;
. he 0S5eTS and liabilities of the company: and |

i f cost - ]
mm;tems of cost as may be IPIFESC!"IbEd under section 148 in the case of a company which belongs T¢
any closs of companies specified under that section.

Dy a company and matters in relation to which the receips

Peiel

Tﬂ?"i i,imlff:d. o listed company has made the following profits, the profits reflect eligible prefits under
s section of the Companies Act, 2013

j Financial year | Amount (Rs. In crores) |
g 2012-13 '| 20 =
2013-14 I 40 ‘
- 2014-15 30
2015-16 ; 70
2016-17 | 50 |

i) Calculate the amount that the company has to spend towards CSR for the financial year 2017-18.
fij State the composition of the CSR committee in cose of unlisted company and d privgfe company.

[RTP May 2018]
Answer
Section 135 read with Companies (Corporate Social Responsibility Poli¢y)'Rufes, 2014 of the Companies
Act. 2013 deals with the provisions related to the Corporate Social Responsibility.

As per the given facts, following are the answers in the given-gituatfons:

{) Amount that Company has to spend towards CSR: Aécording to section 135 of the Companies Act,
2013, the Board of every company shall ensure that the company spends, in every financial year, at
least two per cent of the average net prafits of the company made during the three immediately
preceding financial years, in pursuance of its £5R Policy. Accordingly, net profits of Tirupati Ltd. for
three immediately preceding fingneidl years is 150 crores (30+70+50) and 2% of the average net
profits of the company made during these three immediately preceding financial years will constitute
1 crore, can be spent towards\CSR in financial year 2017-2018.

@) Mmf_cémi_m; The CSR Committee shall be consisting of 3 or more directors, out
of which at leds¥ onie director shall be an independent director.

(@) an unlistéd ;ug,;,c company or @ private company covered under section 135(1) which is not

required to appoint an independent director, shall have its CSR Commiftee without such directer;

B) aprivare company having only two directors on i
two such directors;
F2rq Ltd, l; 0:3_"?';"7 inlcorpomte.d under the Companies Act, 2013 having turnover of Rs. 100 crore, net
*ofit Rs. 3 crore, accumulated loss of Rs. 50 crore and securities premium Rs. 300 crore as per the audited
of the company for the Financial Year 2016 -17.

ts Board shall constitute its CSR Committee with

7 CFO of the company informed the directors of the Compary that the Corporate Social Responsibility

Cspy Committee is required o be constituted as per the Companies Act, 2013. The directors seek your

;lu:;“ professional regarding the criteria

10 Rera L1d. or not.

required 10 constitute CSR committee and whether it is

[May 18)

of Companies TS & AR - -
’ ’ o T LT "
LA = T ¥
AL S SR .
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* Corporate Social Re.spons:bdd‘y (CSR)

. [Nov 2020]
:p"'n Social R_es‘ nsibility (csp Commnttee; AL
oy company having:

ording to section 135(1) of the Companies
net worth of rupees 500 cror
wurnover of rupees 1000 crore or mope or
| anet profit of rupees 5 crore op More
3 ing the immediately Preceding finane:
ittee of the Board consistin
,,.‘ndePe"de'"* director.

Act, 2013,
€ or more_‘ or

provided that where a company is

Not required to app
section 149, it shall have in its ¢,

oint an inde endent d
FPorate Socig| Re : I

4 Fector under sub-seétion (4) of
sPO"s'b'!'TY Committee +

WO or more directorfs.
ies of CSR Committee [Section 135(3y1:
%C—SEQmeiﬁee shall-

M/\\,/

financial statement of ABCALimited are as below:
!' Sr. | Particulars Balances as on 31-03-2020:as per

Balances as on 30-09-2020

| No. Audited Financial Statement (Rs. in cr) (Provisional Rs. in crore)
e ] Y e} S
'L | Net Worth 100
I._'_-___‘——u—-__.___-_____‘

100
LM‘L________ 500 g U
3. | Net Profit i 5

[July 2021, mTP May 24 - 3 marks)
Arswer ./

%Fding " sgc*}on 135(1) of the Companies Act, 2013, every company having net worf_h of rupees ffve
Crore or more. or turnover of rupees one thousand crore or more or - net profit of rupees five

tore o I 'ﬂn immediately preceding financial year shall constitute q Corporate Socigl

n"NMibility Zoml::fgee ; QI':ard consisting of three or more directors, out of which ot least one director

0

allbe g independent director. b ; :

In ; ‘ il any of the given criteria (net worth/ turnover/ net profit)

for g 3N Guestion, the E ey cessnat f“'f'.i 142019 1o 31.3.2020),

"Tlﬂ‘ledia?ely preceding financial year (i.e., 1.4.

f hac L_lm'ted = - H C 1, s = I R g 4 e - e = he

1 ~ anies ) “
Accounts of Compa
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nc : : nce to the reley
Question 15 it : . company lain with refere e
A Housing Finance Ltd. is @ housing financé =) Year 2017-'18. Exp

o i ' | statement

: i +o file its financia S in
5 crores durind s Fl:;-i for A Housing Finance i
hether it is necessa

turnover of Rs. 14
provisions and rules, W [Nov 18,
XBRL mode.

Answer ‘
Filing of finnnciu! statements in %BRL Mode

! ible Business Reporting Language)
he Companies (Filing of Documents and forms in Extens!
As per Rule 3 of the Compa

: nd other documents yng
ing class of companies shall file their financial ﬂ::e:ni:;su‘:'e-l e er

Rules, 2015, the followmg’ch o G XBFL asp e
seftion s Thalg:l: :i'rh siockgexchanges in India and their Indian su

((lll)) izzg;::: having paid up capital of five crore rupries; :: ::12\; i

(i)  companies having Turnover of one hundred cro;e 1[:1 o e Yot documenfs e
(iv)  all companies which were hitherto covered under ?

Extensible Business Reporting Language) Rules, 2011

sna Fi il dofnpanies are exempted
Provided that the companies in Banking, insurance, and Non-Banking Flnancl\giff!fppﬂn'es a pted from
XBRL filing.

Hence, A housing Finance Ltd. being a housing finance companyﬁfié‘g?feﬁipfed from filing its financial

statement in XBRL mode under Rule 3 of the Companies (Fgg@}fj@Documents and forms in Extensible
Business Reporting Language) Rules, 2015 .

£E Y
AN\
< \

Question 16 i

The Government of India is holding 51% of the pgl@:q;tqa:lty share capital of Sun Ltd. The Audited financidl
statements of Sun Ltd. for the financial yeaﬁ@m'?-lﬂ were placed at its annual general meeting held on

31st August, 2018. However, pending the céﬁi’nzhts of the Comptroller and Auditor General of India (CAG)

on the said accounts the meeting gasf:}djdwned without adoption of the accounts. On receipt of CA6
comments on the accounts, the.adj ;u; d annual general meeting was held on 15th October, 2018 whereat
the accounts were adopted. T ter

. . Sun Ltd. filed its financial statements rel inancial
year 2017-18 with the R%sﬁmﬁ‘,ﬁf Comm relevant to the finan

: panies on 12th November, 2018. Examine. wi to the
applicable provisions of the Companies Act, 2013, whether Sun Ltd. R ecence 1o

i : has i i
requirement r@ filing of accounts with the Registrar? complied with the statutory
)

Answer C

o,
|

[May 19, Nov 22, RTP May 24]

at the adjourneq

€gistrar was done on 12th NovemAGM held on 15th October

Annual Generq| Ltd. has not

» filed ber, 2018 i.e. within 30 days
Meeting held o 330 4 "odopted f;

nanci thin
ugust, 2023 al statements wi
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~of BS 150 crore and holy,

Mml&!ﬂ%ﬂ‘l d ) | - . g
ch o el @leMARTISTIURBE ", srevious fironcal
i v s turing i sution “W in the pr i R Year
es o amanfOTC L ginanciol NS L during the SSmEYEOT T EEReNY
: interngl auditor
: - o dcs e an n - "
. igated 1
e et A OOy g ot I oo ot
Board has dcleelﬂ;‘:—:h;“w the CEO bd;';; that e by referring 10 fw;:fd " opprm-T_h-:;
g Y. i 3 s w it -
f:«:ﬂ ::f:: Analyse the “‘MI Y r: yx response if “ﬁﬂoﬁﬁm auditor?
the Compﬂ:"-' ‘:-‘-::';g'“ who is a qualified Crartered A [RTP May24. RTP Nov 202
Nagendra (an X~

PR Private Limited operot 168
an outgtanding l0an ?f ps. 79

: cshare c,aplfci of 45 crore
ember 2020.Tt has @ paid up
et O S 24 e e
1 i er r
X tamﬁ,:fmthattmﬂ"‘m red”m g‘:t::advi fhem about the
S ?(;?:*25 The of the company hove W"“Ad ; 013
inancial year . . Companies ; - N\
:::o':c:m:m of internal auditor as per the provisions ghone Q&Q}Mﬁ - 5 marks]

ABC Private Limited
The company had 6

: With Rule 13 of the
According to the provisions of section 138 of the Cornp;:v!es Act, 2013{@ W
. ing:
Companies (Accounts) Rules, 2014, every prwch;z company g ‘
' (a) turnover of 200 crore rupees or more during the preceding f ear; or

(b) outstanding loans or borrowings from banks or public fi itutions exceeding 100 crore rupees

or more at any point of time during the preceding fi
shall be required to appeint an internal auditor which

body corporate, \ s

Internal Auditor shall either be a Charter ntant or a Cost Accountant, or such other professionc
as may be decided by the Board 1o conduct ] nal audit of the functions and activities of the company.

ear.
‘ther an individual or a partnership firm or e

7
The internal auditor may or @? an employee of the company.

:m, :’Qﬂ"::wm: Limited ired to appoint an internal auditor as the outstanding loans from publc
nanc itutio ing the _ .
outetanding loan mng yeor have exceeded 100 crores (irrespective of the foct that e

the year is 75 crore rupees). Hence, the advice of CEQ is not correct

Interpal Auditdr may be any professional as deci
ded .
compang, Hence, the Board of Directors may “p;lmimby the Board and may be even an employee of

Chartered Accountant, as an internal auditor. Mr. Nagendra, an ex- employee who is a qualifies

Ng o paid-up share capital W
financial year 2018 of Rs. 25 crore as ot 31t March, 2019 and turnov®’

Directors that X Ltd. is not -19. The Cq 4
. i % " mm . o O
and turnover are less than th:.::r::o:: mm Internal Auditor: usi‘h:“"'Y has advised the Board ©

the advice of the prescribed under company”s paid up share cop'™
Company Sec . the Companie

2013, retary? Explain your view nferri:: SR DR Doy agroc

Provisions of the Companies A<

:"""" ,

cearding %o the provisions of Section 13 [Jan 2021, MTP May 2°

(Accounts) Rules 2014 of the

. « €U14, The followi Companies A.+
which d ng clags , 2013 g

ich may be either an individual or of 2013, read with Rule 13 of the Compa™®

'8 shalf |
a part : be
nership firm or q body Corpo' '-‘F::d 16 appoint an internal 0ud™
€, namely: J




wwu cciay. N -
W ’,,d up share capital of 50 crq . 3 Sl
§ trnover of 200 crore - Tete-id =.itspjtin05

o
0 gutstanding loans or bOr‘rowlngs : € during the Preceding r:'!ttd;\g Y:::lmmi o

m autstanding deposits of 25
ginancial year.
. jvate companies are gl .

ﬂ‘ m Pf ) 3 Qisp required to : _

- pgidool o @ partnership firm or a body corporate, | " "ernal auditor which may be either an
— which is a listed ¢ : -

s, X limited (¥ ompany) is reqy

. share capital or turnover (as the fimit ofai:ritsﬁp
ﬁum)-

ence, the advice of the Company Secretary is not correct

& ~
. - Al
bhiman Limited, is a company incorporated in India. Dhiman Limited is a leading n}ﬂaﬂum o;‘ sportls
shoes. It has many subsidiaries, one of them being Best Shoes Limited which i ’B&tﬁ in Morocco. Dhiman
Limited is in the process of finalization of the consolidated financial statemen of the commny; for the
yeor ended 31 March 2022. The accounts section of Dhiman Limited hasrequested the management of Best
shoes Limited to provide its standalone financial statements to .)l)l{ﬁn

poinT_ an internal quditor, irrespective of its
re capital or turnover is applicable for unlisted

ignLimited. The subsidiary company
prepares its financial statements in the local language of the country-and the same is provided to the Indian
parent company. Further, audit of financial statement is notrequired by the Best Shoes Limited under the
Moroccan laws. Advise, how would Dhiman Limited deal with the consolidation of such financial statements.

w7 [RTP Nov 22)
According to fourth proviso to section 137(1) of the Companies Act, 2013, a company shall, along with its

financial statements to be filed with the Regi§trar, attach the accounts of its subsidiary or subsidiaries
: i oy : lished their place of business in India.
which have been incorporated outside Indfa and which have not establis P

‘ | o NS hich has been incorporated outside India (herein referred
Provided also that m.the cq,gﬁifro subsidiary W ts financial statement audited under any law of the

toas : ‘e not reguired to get : :

m;;:f‘:lgﬂ .'fubStd @ chis ﬂ: d"'::s not get such financial statement audited, the requirements of

he. yof its i n and whic :Jd' Indian company files such unaudited financial statement a!_ong
fourth be met if the holding such financial statement is in a language other than English,

" a declaration'to this effect and whff‘e
h%ﬂ translated copy of the financial state
- e, Dhiman Limited. would have o get the st - fm::: its accounting
- Wted i Engitch langage and also get those 0/gned <P
" conslidtion, i
S tement of Best Shoes Limited along

inancial st@ : _
;;nn:l;c;m financial statement in English.

ial statements of Best Shoes Limited
policies for the purpose

be,as faras possible, in accordance
e, a statement indicating the






| UR UDDY
f ,!Mil_ﬂiﬂé_smtm_{;__,q, be 1o \'o. Ui .°‘ B
: gmpoct assessment g ., = tken

Ntenc - --..b [_gpc . -nos A SHUBMAM §/NaMA
3 cngnias Whch e, g T og[emiﬂaﬁsﬁﬁitl
. Rule 8(3) of the ¢ J

“Mpanies (¢, p:nd'"Q A have ¢q
_pswing class of companies To condycs i fate Socig| Re
| -

bil CSR projects
. NSibilities poy
geery COMPany having Gverage Csp Obllgnhon of (Qfsusm olicy), 2014 requires the
: ; cr :
W years of their CSR Projects aving utlays ore op More in the three immediatety preceding
jeted not less than | yeq before yn s o

. and which have been
°$$¢ssment_
tani ct

h ESsment>
‘i)m impact assessment shql| be

Conducteq by an independen?

Qgency
in the following as per the Provisions of the Compan; ; Ky L
?Th shall sign Board's Repor> panies Act, 2013; }, .
:’ﬂ Filing of financial statements With the Registrar when Agm is not held A *wa s
Answer )

f

mpany for any year has no'rbeen ﬁ’eid, the financial statements along with the
Cuments required to be attached, duly signed.dlong with the st
holding the AGM shall be filed

with the Registrar within 30 da
in such mannep, with such fees o

" Pk
Yed Limiteq (the Cc;mpany) was inconp

atement of facts and reasons for not
ys of the last date before which the

AGM should have been held and r additional fees gs may be prescribed,

gnpw' orated on 01.04.2020. The balances extracted from its audited'
ement are as Qi&"._'?ﬁlow‘t"‘:"“"

Fihmicitll Year (Fy) Neﬂ@ it before tax | Net Profit after tax (Ignore Income Tax com
2020-21 4.\.\¥'5.00 crore X 3.75 crore

202122 N - X 5.25 crore
{ St : CSR Activities to be undertaken dypj
T“!'c"m"”°"'l pro Yo allocate the minimum required amount for k.
2_032-23 if it is m
M".h

Amoun : o d and compute the
to advice the Company in this regar ‘
‘ tt l'meml‘;:| ﬂﬂ:ﬁ; ?xoﬂ::q:?r?::s :::i ng into account the relevant provisions of the Companies
Ay, 2013, © be allocated, i

Nie having net worth of rupees fjye
: ies Act, 2013, every company ; _
%h Section 135(1) of the Companies O A hsusond CrorE ob Motk tE a.:e: profit of rupees fi?re
_ e:r @ or more. or turnovedf“;;;"'::ie ding financial year shall constitute g Corporate Sociq|
" More during the immedi
Nbﬁlﬂy Cammi"ee of the Board.

putation)

[RTP May 23, MTP May'24)

ferred to in sub-section (1), shall ensyre
S L evEry COmpanyie net profits of the
. ‘9ccorg; : 5(5), the Board o r cent of the average p
Mﬂn%;g'fﬂ secfa;:nn:3 ( )fimnci“' year. at least f?'::nsfal years or where the company has pot
y . Pany Spends, ver ,. diately preceding fi ration, during such immediately preceding
il "ﬂde during the three m*m't_"-I " since its incorpo it
&% the ?:Hod of rm: ﬁ;"é?,i':a :;:‘:‘;ocml Responsibility Policy.
A Yearg, Pursuance of i

)_- R T s .'rrhlﬁ:iﬂ_-.‘»'{*m;mnﬁ WG S 26

- - .
yunts of Companies
counts






2 24 o YOUR\BUDDY
s decided that Mohan Sﬂ‘rgh,VenkIﬁl_esthnd:B[tsnﬂlnos Fa g

o ‘ ision correct in a :
. ge ths 'd‘}lqs Policy) Rules' 2;}:’:?"9“ OF provisions of T\;m will be the members of CSR committes
Morﬁib' iy Y : : e Act and Companies (Corporate Social

Pl Fthe contenti [May 2023, Nov 23]
gﬁ&ﬂ:ﬁi 2ntention and required cqf -
0 \ct, 2013, every company hqv.mW: According
one thousand crore or more or a net profit 05;3:5 five hundred ¢
eding financial year shall constityte 4 o Upees five cror

to section 135(1) of the Companies
rore or mere, or turnover of rupees
e or more during the immediately

Net worth meaning and calculation: As per the p
Pa,-ﬁculars calculated as Rs. 520 crore [aggre

all reserves created out of the profits (Rs, 2

equirement, “Net worth” in the light of the provided
Gga‘re value of the paid-up share capital (Rs. 200 cr,
0 crore), securities premium account (Rs. 80 cr

_ Ss account (Rs. 50 crore), after deducting te
yalue of the accumulated losses, deferred expenditure and miscellaneous expmditur:? %Nr-'rﬁer?:;ff

(Rs. 10 crore), as per the audited balance sheet, but does not include reseg,(?gfzmed out of

revaluation of assets, write-back of depreciation and amal

: , gamation], Turn over diye as Rs. 800 crore
and Net profits Rs. 4 crore. Since the net worth is not less than Rs. ‘jﬂg‘c;a?e section 135(1) is
attracted. P i

: X<
yes, the contention of Praveen, the Company Secretary is can:\:.'m w.r.t the constitution of CSR
Committee as per the compliance of requirement of secﬁomﬁﬁ;‘m‘( the Companies Act, 2013.

(i) Correctness of constitution of CSR Committee: As Qpﬁwaqﬁirement, Corporate Social Responsibility
Committee of the Board shall be consisting of.fhce® or more directors, out of which at least one
director shall be an independent director. &é@?ﬂn that Mohan Singh, Venkatesh, Isha and Bhavna
(Independent Director) will be the members qf 'CSR Committee, is correct.

> &7

[Sec 126] N

BQLd., with its registered off.:cé-ih;ﬁiyderabad, has two branch offices, one located in Delhi and the
tther in London, The accountingigrans:lcﬁons of the branches are recorded and all books of account are
- = "\ ! »

Maintained in the branc ¢'branch accountant of Delhi branch sent monthly and the branch accountant
of London sent quart nmarized trial balance, profits and loss account and balance sheet to the

ofﬁc? £'the assistants of the audit team, Mr. Naveen, raised the issue that the branches
of the ompany maintain its books and records at branches, so it defaults on not maintaining the proper
books of account at the registered of fice. Mr. Naveen further objected to the fact that the London branch

theip summarised returns on a quarterly basis instead of a monthly basis.

You grg Mequested to analyse and decide the validity of both the objections of Mr. Naveen r-elaﬁng to t‘he
:':twf Maintaining the books of account and sending summarised r':.h;‘rns there.gf 'r: ‘f:\ezrsalg?:stered office
i visions of the companies Act, ¢

branch of fices of the company referring to the pro e
L p, ct, 2013, requires every company to prepare and keep the
; nancial statementsat ifs registered office
be kept at such other place in Indiaas the
n is taken by the Board, the company shall within
otice in writing as per rule 2A of the Companies (Accounts)

f that other place.

ions of secti of the Companies A !
ik “cc°lm:::3 g:er relevant books and papers and fi
Provides that all or any of the books of acgo’unT may
of directors may decide. Where such a decisio
| m days thereof file with the regisfrara”
52014 in form AOC-5 giving full address ©

It alsg

ounts of Companies ) “
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the ouditor will be apoe

“PPoINteZ in ™

Exploth how

¥ * -
e Auditor of the company (other than

Olidw NG case

é +} :;.:.CF"!—‘.{" Compary has resioned on 1ler D e 2016 ol

#e Finoncial year of The company ends or st Mok SN STEC 0N J437T LelemDer VIO, Wi
Totate

~a e

IMTP Oct 2019, Oct 21)

OoR
Sohon Lol was appointed as the STatutory auditor of RST 1 1
general Meeting held on 30th September 202

("

g non-government Company at the Anne
'3 e has recia d after usn “ d 1o
. = $ighed after two months as he wanted 1o
:.s(aﬂ‘hu e prQC"'CC anc S'..i""f"h:t"td NS Certificnte nf Deurs y . .

- “a7e of Fractce and joined o multinational company
Explon how The new auditor will be apponted by RST Ltd and the

regord

conditions to be complied with in this

[TJon' 25y G marks)
Answer

tuation tated in the @ relates to " s
The situation as stated in the question relates to the creation of @ casua vocancy the 8ffile of an auditor
case of a company oEA glvernfient company. Under

section 139 (8)i) any casual vacancy in the office of an auditor arjsng as Arebult of his resianation. such

due To resignation of the auditor before the AGM in

vacancy can be filled by the Board of Directors within 30 dovl Thefedf and in addition the appointment of
ppo

the new auditor shall also be aporoved by the composly of.« general meeting convened within 3 months of

The recommendation of the Board and he shall kol "Re §f 11 1l the conclusion of the next annuol general

meeting

Question 2 e AN

Lemon & Company, Chartered Acfountants a Limited Liability Partnership firm with CA L CA. M and CA

N as partners, & the stdtutory cuditor of a listed company M/s B'g Limited for past & years as on

0104207,

CA. Mis'also o partner in other Chartered Accountant firm Dew 4 Company. Chartered Accountants

Advise ynder the provisions of the Companes Act, 2013

W Upto how many years can Lemon & Company continue as statutory auditors of M/s Big Limited?

2 What shall be the cooling-of f period for Lemon 4 Company with respect to M/s Big Limited?

3) Con Dew & Company. be appointed as statutory cuditors of M/s Big Limited and it's another listed
subsidiary M/s Dark Limited during such cooling-of f period? | -

4 Con Lemon & Company be appointed os 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]
OR
n SM & Company (Chartered Accountants) and ML & Company (Chartered
auditors of Liberal L1d. (a listed company) for past ten years as
vant provisions of the Compames Act, 2013, whether ML & Com
d during cooling off period (ofter 3ist March_ 2027 for SM

i!. Mudit is o partner
‘Countants) SM & Company are statutory
o 3lst March, 2027. Advice under rele

%lﬂ?eﬂ as statutory auditor of Liberal LY
)

[MTP Sept 24, Sept 24-5 marks ]

Audit and Auditors ) w
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According to Section 139 (2) of the Companies !\ . .

r classes of companies (except one person Companies
ihed class © uditor for more than two terms

i, Listed companies and other prescr appoint an qudit firmas @

and small companies) shall not appoint or ré”
of B consecutive years. ms of five consecutive years) shall not

: i e two ter
i An oudit firm which has completed its term (ie T S, e conpietion 3

: e years
eligible for re- appointment a$ auditor in the same company for five

such term. ‘o £ { on
i Further, as on the date of appointment no audit firm havllng a ;.OT:; receiling bt Ponbicl vie

other audit firm, whose tenure has expired in a company il :1 f:“ive ears '

shall be appoimed as an auditor of the same company fo;' a F'e.l"::;’,'r c; (whe th ar a.n individual or audit
: :  enne in case of an audito ‘
iv. For the purpose of the rotation 01 auditors, 11 €055 ' ' '

firm), T:e :eriod for which the individual or the firm has held .Off'ce o quj"fi";“or o T.he

commencement of the Act shall be taken into account for calculating the period of O consecutive

years or 10 consecutive years, as the case may be.

partner or partners 1o the

Applying the above provisions, =
{ Lemon & Company can confinue as statutory audifors of M/s Big Limited for 4 more years from

142014, i.e. they can confinue in office only till 31.3,2018. (Author’s note - transition provision, can
be ignored)

2. The cooling- of f period shall be of 5 years.

3. Dew & Company cannot be appointed as-@ stattitory auditor of M/s Big Limited during the cooling -
off period of Lemon & Company, a8 €A, M is'the common partner in both Lemon & Company and Dew

& Company However, Dew & Company can be appointed as a statutory auditor of M/s Dark Limited (a
listed subsidiary.of M/s Big Limited), during the cooling - of f period.

4. Asper Section138 (1) of the Companies Act, 2013, every listed company and other prescribed class
of companies, shall be required to appoint an internal auditor, who shall either be a chartered
accountant or a cost accountant, or such other professional (which may be either an individual or d

partnership firm or a body corporate) as may be decided by the Board fo conduct internal audit of
the functions and activities of the company.

f’«c'cor‘dingw..Mf - | evnon & Company can be appointed as an internal auditors of M/s Big Limited and
in its subsidiary M/S Dark Limited (a listed company). The provision of cooling of f perio

under Section 139 of the Companies Act, 2013, shall not be applicable on the

Question 3

XYZ L:n:l., a pr'orf\inent rnanufact-ur-ing company, is in the process of appointing a new auditor for the
upcoming financial years. Mr. A is a renowned auditor being considered for the role. Durin the due
diligence process, the following details come to light: ‘ 2

d as given
Internal auditors:

1 Mr. B and Mr. A are partners in ABC & Co. Mr. B has t
; . M. aken a
Ltd.'s subsidiary, EF6G Ltd., six months ago. personal loan of Rs.4 Lacs from XYZ
2 Mr. A's relative, Ms. C, has an outstandin d g
. : g debt of Rs.2 .
%YZ Ltd., which was taken three months ago. Lacs with DEF Ltd., an associate compary "

Discuss about the eligibility of Mr. A for being appoin
! t ;
provisions of the Companies Act, 2013. e i ok e ol

Answer [RTP Sept 2024]
According 10 section 141(3)(d)(ii) of the Companies Act, 2013, an auditor is disqualified to b
isqualified to be appo

an auditor if he or his relative or i inted °°

: partner is indebted to the . U ;

associate company or a subsidiary of such holding company, in :::;:m ;r' l;s subsidiary, or its holding o
{ s. 5 Lacs.

-



¢ 5C€ isg 2 &
> gner, Mr B, has a debt of Rg 4 el
rom EFg Ltd

:’n.r AS P tive Ms. C, has a deb
" . Ve, oy TIA a £
e =y 01&5 fe“idreni tine
L | ele“idrmitsnitin0dy” o vzt
sal | ebtedness linked to Mr. A's pgry ‘ate company of XYZ Ltd
0 i .
™ gsthe RS 5 Lacs threshold mentioneq ;

+X
¥

her and n
elative
N the ative is Rs. 6 Lacs (Rs
Provision .4 Lacs + Rs. 2 Lacs), which

Mr. A i disqualified from bei !
fore. ”'Ig QPPOFHT
mere ies Act, 2013 - ed as the aydi
mpanies : , as the co : € audito
¢o Pa ) mbined indebtedness of }:i:fp::TZ %, L(liﬂder‘ s
ner and relative surpasses the

. the
.irmfssjb]e limit.

¥

+or objected to th s
+ the auditor 00) e same. Now the directors have approached you to advise them whether they
ethe

an solely fix the remuneration of the auditor.
[RTP Jan'25)

Answer':

Section 142 0:_ ?hefC:}:npan:s Act, 2013, provides for remuneration of auditors. According to this section
theremuneration oT The at itors of a Rl shall be fixed by the company in general meetinger in such
nanner s the company In general meeting may determine. However, the Boardmay fix remunerationof the

first auditor appointed by it.

The remuneration shall, in addition to the fee payable to an auditer, includethe expenses if any, incurred

by the auditor in connection with the audit of the company andany facility extended to him but does not
for any other servicependered by him at the request of the company.

nclude any remuneration paid to him
provision, remuneration of the appointed statutory auditors of

Asper the facts of the question and stated
neral meetingor in such manner as the company in general

acompany shall be fixed by the company in ge
meeting may determine as they are not the firs

Hence; the contention-of the Boardof directors that they

t auditor.
can fix the remuneration of the auditor on their

oWn is not valid

::C“d-. wants to appoint Mr. Praveen Kumar, @ pr GFT"Ci"g
of the company and asked the proposed audifor to give a cert’
the certificate to be issued in accordance with the Companies

Chartered Accountant as the statutory auditor
ptificate in this regard. What are the contents

(Audit & Auditors Rules, 2014)?
[May 2018)

. ' d it
As per ; : 2013, before the appointmenf is made, a written
r ‘ anies Act, : . : _
‘°ﬂ$emz : ::: ::d.f;ec'r;on ]3:(1) Of,'n:l:zi:"::\ i certificatefrom him or it thatdthe appointment, if made,
5 X itor to such appo ' p be obtained.
e inaccordance with the conditions as MY be Pr"‘smbed' Khalfj28

ific .
The o ——x-Auditor: les, 2014 provides the content ©
¢ (]1' =

Co i
thig mp“"'Fs (Audit and Auditors) RU PARIN: |
g uditor appointed shall submit ° certiTisars eligible for appoln'me
€ individual or the firm, as the casé may bte. I,uniﬂf”" Act, 1949and the rules or regulations made
Y . ‘o d ACCO "

f the Certificate. According to

ntand is not disqualified for

WMpa; .
?::'umtlllen‘l' under the Act, Thﬂ Chﬂl"l--r'l
I'e ;
s & vpee n-.rmpr-ovided under the Act
Proposed appointment is s per the

‘ : Audit and Auditors )
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Te i By 1ti aythor Ty 3t The At
aBUDDY Ie Id 5 Itsbn‘!'t}ao& . '.: vhe audit form p
YOUR cam SINOHRE i anry wf'fﬂ'—:" - ' ' Sl o
sharcsed withi the I g furm or ohe cert g True an .
e v-opcstﬂ Wmmnf e szC:'-o dm i
e rolee ngs agmﬂs' fcoﬂd’d _eiter® pro n 14]
d thhgfefp ol o fc.Sﬂ"e“ e
with respect 10 fessio = auditor ST
+e whe' she compony before acress
The certificate chall also indica the above cert ficate 7 & i
to g've p
+or has

ML & Company (Chartered Accountamy |

B ered ACCO"‘W)_ + seven years as on 1-04-20
CA. M is g partner i sM & Cow ES“:;WS' | L1d. (]usted] for pas 8
w & Company are statutory ) < Act, 2013 p t
idwce under relevant provisions of the C""'Pmﬂmc sinue o5 ST ory auditors of M/s. Global L1d. (listedp

tut
on bl
(1) For R TVEY arg yses ﬂtwﬂm‘w y quditor of MW/s Global LTd. during cooling of f period for
@) Can ML & Company be appoit

SM & Company? [Nov 18)

Answer

(1) As per sectic : .
of an auditor {(whether an individual or audit firm), the per
held of fice as auditor prior to the commencement of the Act shall be taken into acc ount for calculating

the period of 3 consecutive years (individual) or 10 consecutive years (audht firm), as the case may be

' ' Rules, 2014, in case
' t Rule 6 of the Companies (Audit & Auditors) '
Aiibemierar e 4 od for which the individual or the firm has

As per the stated facts, SM & Co. are statutory cuditors bf-M/s,.Global Ltd. for past seven years
on 1.04.2018. Accordingly. SM & Co. can contifve 85 stafutory auditors of M/s. Global Ltd. for 3 more
years i.e., till 31.03.2021. ’

1m0 s Y 0 e f st £ by o vt
financial year, shall be uw:md ;::'::t:::::hm expired in a company immediately precedind the
‘ e same company for a period of five years

Hence, as per the above provision, ML
- ML & Co. cannot be appointed as statutory auditor of M/s. Globd

Ltd. during cooli riod
prohibition is om:g fpe e mm CA. M was the common i il
or 5 years i.e. upto year 2026. After partner in both the Audit firms. This

ML&C i i
0. as its statutory auditors. 5 years, M/s. Global Ltd. is free 10 appoi®

that an auditor is expressly prohibited f':.: or the Audit Co

:osl:! ing company, or its subsidiary com rendering, ""ﬂn;u__ However, there are cerfoil sefwcﬁ
L} - "
any seven such restricted services that an audi irectly or indirectly, to the compa™:
Answer tor cannot provide
An auditor appointed unde "
as are opproved by the " the Companies Acy [MTP May'23 - 5 mor
Bmd 1 4 201
But such servi of Directors or g " 59! Provide g
: services shall not ing °r the audiy €Yo the com - e

directly or indirectly 1 lude any of CoOmmittee pany only such othe

1 ACCounﬁrg unanb::;:c or its m fn“mi'g . Qs 1'h¢ case may be.

2. Internal audit- keeping mc:di ng Company ces (whether nd? .

3. Desigra s ; OF Subsid; such services ar¢ "

: nnd 'mplementat; 'ary company), namely:




y 4 R

nt advisory servi, . 4 iy YOU
: [nvtsnnrﬂf a y Tele |d : |t8n|t|n05 - R!%-;BUD«;DY

Invtsfmenf banking servyic es'

Rendering of outsourced f'r‘ar‘-c‘m Services.

Mamgemen? services; and
ﬂ : .
other kind of Services
9. Any as may pe pr‘ﬂscpl‘bed

8
P of Directors of Moon Light Limited 4 lis

i ithi ted

; ditor within 30 days Compan :

its fif‘ST au ys of the date of rleSTFatEOH o:fahp;?med Mr. Tel, Chartered Accotmtans
ral Meet; oMpany to hold office from the date

& orpo r_aﬁonthdco:;::USr:n of the fipst Annual Gene in
ointed fo hold office from the conclusion of jys £ines AGM ﬂ'lgf i:f:i T? i ?m A T e g
Clusion of 6th AGM. In the light

, 3 examine th S
' e : _
following cases: validity of 9PPointment/ reappointment in the

() Appointment of Mr. Tel by the Board of Directors
(i) Re-appointment of Mr. Tel at the first AGM in the above situatio
(i) Incase Mr. Bell, Chartered Accountant, was appointed as qy n.

the conclusion of its first AGm till the conclimtortsf s ditor at the first AGM to hold office from

GM.ie., 4 years tenure.
[Nov 2020, MTP 1 May'23]

eumerate to the company the relevant provisions of the Companies Act, 2013 with respect to the

wpointment of first auditor.
[MTP March 2021, MTP Mar 2022]

OR
Rpa Limited, a listed company appointed M/s. VG & Associates an audit firm as Company's auditor in the
Annual General Meeting held on 30 -09-2017. Explain the provisions of the Companies Act, 2013 relating to
the appointment or reappointment of an auditor in relation to the tenure of an auditor.
[May 18]

Answer
As per section 139(6) of the Companies Act, 2013, the first auditor of a company, other than a Government

“Mpany, shall be appointed by the Board of Directors within thirty days from the date of registration of
the CO!'I'Iﬁany and such auditor shall hold office till the conclusion of the first annual general meeting

, hall, at the first annual
Whereqs Secti : 4+ 2013 states that every company shall,
ection 139(1 the Companies Act, . h :
Meeting (Agfﬂ() ):f oint an ir,:;‘r’viduaf or a firm as an auditor of th:. com;»::: ::';o?::acumz:j;::.;:
from he Sortlimion of ‘IsﬁpAGM #ill the conclusion of its 6th AGM and therea

ey sixth AGm.
ny belonging to such class or classes of companies as

A :
S per Section 139(2), no listed company or a compa dividual as auditor for more than one term of five

c’:ﬂy % Prescribed, shall appoint or re-appoint an in
“utive yeqps,

As wers: isions of section 139(6).
fi Per the given provisions following are ;hefa;,-sr-gctors is valid as per the provisio
H 0
PPomﬂnenf of Mr. Tel by the Boar Meeting is valid due to the fact that the

ral : i t and the
1 i Annual Gene f s is a separate appointment a
"PPOmfmem of Mr. Tel at the first he Board of Directors ! pointed in the first Annual

. y by t .  Tel is ap :
“!NtMment of the first auditor made bY nsidered, th‘s"f’*af:f the first Annual General Meeting to
clusi

fi

Gener-ul Meeﬁng, which is for the p er:;ral Meeting.

e Conclysion of the sixth Annual G€

Audit and Auditors




AGM TIT1 ThE Conclusic
YOUR CABUDPY .ce from the coﬂf'”_smn.or.m " ye iy '
Teleid ltsnmmqif valid

auditor appointed

(i) As per law : accordingy’ el
ts 6th AGM i.e., for Y“'rl qal provision % his apP
\n compliance with the said leg
Question 9 ] yestion
Repeated question. Hence, merged with othe g
: id- tal
Question 10 ny is having @ pald up share capital of Rs. 5 Crores
Shiv Limited is incorporated on 3.10.2020. The compa
I . e ———— — -
Following are ke shareholders of the cgrn ny: Arpounf (in Rs_ )
Central Government _1__53_-,_*,__ o
Punjab Government _E_z_;_____ s

[Others = ard of Directors on 31
oard of Directors on 31.10.2020. The members

The first auditor of the company has been appointed by the B ' '
of the company have objected fo <uch an appointment by the Board of Directors. According to the members

its only the members who can appoint the first auditor.
Advise the company on the validity of such appointment as per
Also, advise whether the contention of members of the company is correct.

the provisions of the Companies Act, 2013

[MTP April 2021]
| I OR
Explain the provision relating o appointment of auditor in.case of a Government Company.
e [RTP May 18, MTP March 2019)
One-fourth of the subscribed capital of AMC Limited was i '
:ncgg:;e;:i irr.:zcg;g‘r;nt, was qppcinted as lun auditor of f::'gobn‘:p;:z i:":;: “:“1' O‘f: “J“ﬂ;‘::- "‘1"“ Vﬁ
‘ y an ordinary resolution. Mr. Mukesh, a shareholder of 1':: ugom:::;zbi:;sl fo s

manner of appointment of Mr. Vikas on
1Tk : the ground of violati
the objection of Mr. Mukesh is tenable? Also exa:'tfin\:f’iﬂflon of the Companies Act, 2013. Decide whethes

the said h
said Act. € consequences of the above appointment under

An ;
swer [MTP Oct 2020}

As per section 139(7), i
: ,in the cas
dir indi 2
il et G
ral Government and
et part| a
o?ptokz:t::mt;t:: : :: mptroller and Audi"’l'obvgu"e Or Mmore "gtqufe Government
and in r-ce are '
within the said period case the Comptroljey. "eral of Indiq ,; Sovernments, te f; ditor S
30d : . the Board of Di and Ayg; Within 60 d e o
ays and in the case of failur 'rectors of the P~ Geneml of T ‘LYS from the date of regisfra 12
¢ ndia does ' h aud'
not appoint SU¢ g

inform the members e of th
_ of the com € Boar t4 Ny sh
general meeting, who shall ho|q Pany who shall APpoint N all 9ppoint such auditor within neX
c ="

office ti Appoi Such qy . 0

ce till the O'EC;::izLICh uditor w:::f' Within the next 30 days: /1 e
"of the 1 st qnm the 60 daysat an extraor® “

Nual general .

meeting -

of a Gover
Nment

al Govern company or

ment, or by = Other company owned or canfr‘o”efj

mor or Governments, of Palr b

In the given questi
g oN; Shivii:
capital is held by CemShw Limited ig aqp

ral ve
Jovernment ang St:me"* com

ir

pﬂhy'qs 5
46
Ment (punjub%sg(l.'jq-llza)/ 5= 54.6%] of the 5hdl"

- ), .
- N

Lt
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she first audtitor of Shiv Limited
" Wl he

) days from the date of | €9istration

“PPointeq by the ¢
| € Com 2rand A

v PTroller and uditor-
the dppnmfmcnt of first auditor

i int the first qud :
2or$ con appoin >T auditop in cas 10.20 :
'\':,msh auditer within the said period of p:rrhe Comptroller and Ayd 20 is not valid The Board of

g )
w' such ouditor within the ne M3 od 60 days. The Wik ofl or-General of India does not

Directors of the company shall
« e case of failure of the Board 4o Appoint sy
.‘m” of the company who shq
:“&_L who shall hold of fice till the

General of India

days

ch auditop with
Uppoint such audito

Conclusion of the

in the next 30 days, it shall inform the

P within ¢
fine 'Thin 60 days at an extraordinary general
'*ST annual generq| meeting

#e subscribed capital of the company. Explai
() First auditor
(!} Subsequent auditor

[July 2021)
OR

ARblic Company whose shareholders include XYZ Bank (a nationalized bank) holding 18% of the subscribed
wpitel of the company.
[MTP March 2018]
OR
Acompany includes the following shareholders also:
U Bonk of Baroda (A nationalized Bank) holding 12% of the subscribed capital in the company.
1) National Insurance Company Limited (carrying on General Insurance Business) holding 10% of the

Siscribed capital inthe company.
) Maharashtra State Financial Corporation (A Public Financial Institution) holding 8% of the subscribed

‘®ital in the company. tranil
'se the company Pwh);?her the provisions related to ‘appointment of audufo‘r' in case of Government
Ank upplicatl)le to it. Discuss in the light of the provisions of the Companies Act, 2013

[MTP Oct 2019]
::.&- ; 2013, "Government company" means any company in
Wchwr:o?:o pastion f (45) of th:edC:! m::::sc:;:ai is h;.ld by the Central Government, or by any State
ST o Govermmarts, o party by he Gend Gvrner il by e o r s
s""“'ﬂ'ne.ms, and includes a éompany which is a subsidiary company 0

‘ imi is just 18% of the

tra Bank in Maya Limited, is just
of the Mﬂhqrisehd is not a government company. Hence, the
Lf::;::mon to the appointment of auditors shall apply.

B, . |
%:9""" case, the total shareholding

: Capital of the company. HC"C"";O:‘::ZC:“
"S applicable to non-government com
itor shall b : gd as follows: : 13, the first auditor of a company, other than
( € appointe Act, 2013, A
! Ceordi he Companies - Directors within 30 days from the date
"d*ng 12 mection 139(6)Of iy inted by the Board oL Board to appoint such auditor, it
bl (e Sl bt apgquhe case of failure of g:)zd Dys at an extraordinary gene;-ol
i H in : a
%:'egcs:mtlon of the compclfnihﬂ: Lt hall WIThlne sl R et
Nform the members ©

. ‘ au
Ying appoint such auditor and such

5

ho y
afy, ¥ || hold offic

ditor sha
point an individual or a firm as an auditor

meeting, ap lusion of its sixthannual general

% The neral B
Co irst annual ge eting till the conc
Mpany shall, at the fir jusion of that me A

%Shull hold of fice from the conc ion of every six
M""Q and thereafter till the i ) “

dit and Auditors
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YOUR (A puDDY - consent of ! e g ot g
L URIAM | NGHAL ','.'.91 hit wrr!" . ot f made ghall D aned fren
g - - " )
jiror 18 é ik -F
Refore S h nPthTm"m ¥ ﬂu;q:'m of ﬂlld'mr‘ : d ; 1t§ﬁl In05
" m or

i'lﬂd o r‘.-“f”' ”'f “[‘m h' d 0{ hls or |T‘ appa.ntmrnf and ‘-”‘;0 !:I'" .
the mir_h‘ﬂ!’ dﬁof‘ COﬂcerne . of Thc mec_hm_} in Wh'-; B the n'«ld'.?op "

rm The au d
Further, he compet " :i: the Registra’ within 15

notice of guch appoint™
appointed (Form ADT 1.
of Dircc?or's of AB Limited as the Firgs

gtion 12 - vad by the BOO" .
?&?Eauresh. o Chartered Accountant, oS appomted Y5ur¢sh without s€€ king the approval of the Centry

ove
Auditor. The company in General Me€ L )
e el [MTP Aug 201g)

Government and appointed M Gupta o8 udit

n 139 may be removed from of fice before

Answer | ”
inted under sec <
ad | meeting, after obtaining the previous

Section 140(1) stipulates that any auditor'up e
the expiry of his term by passing special pesolution 1f genera

approval of the Central Government i that behalf.
provided that before taking any action under subsection (1) of 5ection 140, the auditor concerned shall

be given o reasonable opportunity of being heard.

The first auditors appointed by Board of Directors can be removed In accordance with the provision of

5ection 140(1) of the Companies Act, 2013, Hence, the removal of the first auditor appoin?ed by the
Board without seeking approval of the Central Government is invalid. The company contravened provision
of the Act,

Question 13 A
z\r' HonesY, :" auditor of MM company Itd, has colluded with the company for a fraud. The Central
overnment has applied 1o Trigyfy’ wbott the said fraud by Mr. Honest. State the provisions of the

Companies Act, 2013 regarding the steps that
' ¢ : s .
a company hagiacted in a fraudulent mnFr'tner, an be taken by Tribunal when it finds that the auditor of

Answer [MTP Aug 18)

Atditor acts in a fraudulent manner o
| r abett t
() Onsatisfaction of Tribunal that th Bt S ection 140(0))

rejudi - : .
prejudice to any action under the provisions of this Acfl:, s acted in a fraudulent manner efc: withou!
r any other law for the ti . in force:

e time being N 0

the Tribunal either suo moto

| . or on an applicat :

b et Gl uzzma:::: made to it by the Central Government or by 4 k!
a compa

a fraudulent manner or abet
t : h - '
or officers, it m ed‘or colluded in any fp, & as whether directly or indirectly: acted "
ay, by order, direct the oMb y fraud by, or in relation to th Y Yd‘recTﬂl‘5
i ny to change i : 0, the company or i$ !
! 1 h itor: If the q nge its auditors. i

Tribunal is satisfied tha icati

t any cha pplication is

of such application, make an or dcﬁ; ;fht:eha made by the Central Government and the
: ;

g requi .
may appoint another auditor in his place al €quired, it shall within fifteen days of recelP

I not functi
Vi an auditor and the Central Govzrﬂman
AB & Associat <L SN
Meeting of‘x ::éoh:]:n of Chartered Accouny. \
oo Skt o s S O ONS Waig o e
P piry of their term by However, the g e-appointed
sequently, having given consi dm':?:""’ a ol oard of py

""."__ ki
by £

as audi rol
ire auditors at the Annual G¢

the general meeti uti cto m
iy Ex;;:? fteld on 25-05.2033 16 the Boap :-ﬂ in the Bgam: s recommended to remo¥® fh;ﬂ-
Government, Explining the provisions fo o o COMMendatiq Meeting held on 31-0% e
Associates by udr removal of Fon N, AB & Associates were remove’ :l

' tr

resolution gyp |
under the e and Nsubject to approval of the Ce"

ovi Subs :
“ ' e aice " M;;oh': of the gun::; auditors, examine the validi"

4 ’2N°V23-MTPMay24—5"‘
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§0 of the Lompanies Act) 201X pres
G sintad - FTRSCMbes proe
> tor appointed under sec ' Proce

= phe SO ‘P G " Pechion 139 may be n dure for removal of auditors. Und t
- by @ Special resolution of the compor removed from hig of f 8. Under section
W ' i that behalf in the preserin Pany, aften obtaining sh Ice before the expiry of his
N B B e Scribed manner 9 The previous approval of the Central

SUb SECTION 1T 1S Clear that the q
s “PProval of the Central Gov

ernment shall be taken first and

# ".‘:rf‘ .\""j.._:fl“
nrwm\_. el OnOf the Comp‘-m*. Shouldb‘-p‘
,.,fﬂ‘. ; ' passed.

m' Nfar{ f'\:hfﬁg Clﬂ}' ﬂ'\'ﬁ\'\ﬂ under t
e nie gpportunity of being heard

aerefert. i ferms of section 140 (1) of the Compan .
b § Auditors) Rules. 2014, the following steps she L 2013 read with Rule 7 of the Companies

bt & A : PS should be taken for the | '

g completion of his term: removal of an auditor before

o TR wm‘;li: t:) fzh:s Z:M:QI iovcrnmenT for removal of auditor shall be made in Form ADT-2 and
scoompan:e S provided for this purpose under the Companies (Registration Offices and

Fees) Rules, 2014,
+ The opplication shall be made to the Central Government within thirty days of the resolution passed

by the Board.
+ The company shall hold the general meeting within sixty days of receipt-of approval of the Central
Sovernment for passing the special resolution. g
sence, in the instant case, the decision of X Ltd. to remove AB'E Associates, auditors of the company at
e general meeting held on 25-5-2020 subject. to approval of-Céntral Government is not valid, The
fecowal of the Central Government shall be taken befare passing the special resolution in the general

meehng.
| !5 L "f‘i‘\xﬁ “"

Syendra Ltd. was inmrpordhd in 1995 in the town of Alwar. Its main business is manufacturing tiles. It
Sin the process of appointing statutory auditors for the financial year 2021 -22. Advise whether the

Rlewing persons are qualified to be appointed as statutory auditor of the Gc.ljendr'a
,‘“n"qinliﬁ ed Chartered Accountant, holds equity shares of nominal value of Rs. 2,00,000 of

Nis Sub-sect:
Section, the auditor concerned shall be given a

Ltd. which is an associate company of Gajendra Ltd
a oualified Chartered Accountant, whose son owes Gajendra Ltd. a sum of Rs. 99,000
e nvicted in the year 2005 by a Court for

) w" , @ qQualified Chartered Accountant, who has been co
QR esiing fraud. [MTP April 2022]
OR apd L T
r Tts main business is manufacturing high

!
I
I Ga." imited was incorporated in 1990 in the TOW:O'::T::"OM”OES for the financial year 2021 -22.
Ww“_ It is in the process of appomfll':i : +o be appointed as statutory auditor of the Gizmo
195e whether the following persons are quall
L"lﬁed: ' Limited.
5 p is an employee of Gizmo
s} P"M a qualified chartered accounmnf{' :ndgbfed to Gizmo Limited for ruP“s_z ! )
'S @ practicing Chartered Accountan [MTP Nov 22, MTP-1 Nov e e
ad with Rule 10 of the Companies (Audit
2(:’1‘35;:&"“‘1 as an auditor if he, or his relative
0

mpal'll.ﬂs Act,
ny or its subsidiary, or of its holding or

squalified 1
disq +in the compa

ding ‘°mp°",; or in Gajendra Ltd. as he holds securities

s an audi

AS per section 141 (3)(d)(i) of the o

M Auditors) Rules, 2014, a person is g

Sssoc holding any security of or in

: h'u::“e company or a subsidiary © e
; “mii"de" is disqualified to pe appointe

it nder L1d. (associate compay

itors

Audit and Aud
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CA SHUBAM SINOHAL Tele 1d ;. Jisnitim@ s on cucer  he. or sy,

- disqu e its holding or associate com "
(i) As per section 141(3)(d)(i1) @ pareeh or 115 subsidiary, or ! Pany o,
or partner is indebted 10 the Camp?nvfxcess of Rs. B Lacs
subsidiary of such holding company, In eh limit of indebtednes
Mence, Dinesh (s not dnsduﬂ“f"’d as 1 c h's son owes only Rs.
cucuclling Rg.5. 00,000 and in this case Dines victed by a cour? of an offence involyip
n
| | n who has been €@ iction, shall not be
-y A‘dp" uct;onfl:é(:t)f:‘); :asenr:: elapsed from the date of such convi qual
and a plﬁf‘lf}( 0 LArs

be appointed as an auditor of a company: for an of fence involving fraud but as a period of 1g Yeq

Though Rajender was convicted by GIT:u;t*o be appointed as statutory auditor of Gajendra 14
have elapsed, hence, Rajendra is qualliie

stion 16 - i _
Eq::min:the valicity of the following with reference to the provisions of the Companies Act, 2013..

(i)  “Mr, A", a practicing Chartered Accountant, is holding securities pf X:%)'(—;; L:l:\:l;lg face vale of
Rs. 900/-. Whether Mr. A s qualified for appointment as an Auditor of ‘XYZ Ltd.2

() *Mr. P" is a practicing Chartered Accountant and "Mr. Q", the relative of “Mr. P*, is hoigy,
securities of *ABC Ltd." having face value of Rs. 90,000/, Whether "Mr. P* is Qualified from being
appointed as an Auditor of "ABC Ltd."?

¢ for the auditor or his rel
99.000.

T[v! A

9 froy
if led s

[MTP Oct, 2015
OR
Mr. Ram brother of CA, Shyam, a practicing chartered accountant, acquired securities of M/s. Cool L1g

having market value of Rs. 1,20,000 (face value Rs. 95,000). State whether CA. Shyam is qualified to be
appointed as a statutory auditor of M/s. Cool Ltd.

[Nov 18, MTP Oct, 2021)
Answer

()) According to section 141(3)(d) (i),an auditor is disqualifiedto be appointed as an auditor if he, or i

relative or partrier holding any Security of or interest in the company or its subsidiary, or of its holdin
or associgte company or a subsidiary of such holding company:

In the present case, Mr. A, is holding security of Rs. 900 i '« not eligible
for appointment as an Auditor of *XyZ Lfdu_?y +900 in the XYZ Ltd, therefore he is not eligh
(ii) As per section 141 (3)(d)(i

).an auditor is disg ualifi
or partner holding any secyri e

in the light of +1
()  Mr. Ayush, a Chartered accounfamgh:s c:e::EQCompu
Ppoint

Meeting of the company held in 5 ed
_ te . =¥ 08 an qudi
in January, 2019 he joined g, m?m":"" 2018, in which pe 4 e
o w;rkmg as a Finance Executive of X Lt or the congyly
ii) “Mr. Abhi", a practicin Charte; 4
value of Rs. 1000/-. Wl?ether”;:ai:hc.c.oumnm- is ct
“TEIS qualifieg for n:’;o?::UPities of "Abhiman Ltd." ha\'ingffa
Ment as an Auditor of Abhiman - 19}
MTP March 19, May 20, RTP M

hies Act, 201 3:

of X Ltd. in the Annual Gen‘:?
CCepted the assignment. SubseqU" ls
ancy firm of Mr. B. Mr. B is workind ™

| Rl e
w i ¥iv W L;r?‘ %

o O,
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' i Section 141 .

e . ':o:‘eﬂ'f of an of f( i)"(rc).of the Companies Act, 2013 prescribes that any person who

F &7 e OF in mPS Yb s {43 f 5 or employee of the company will be disqualified to act as an

§ 4T fa cc»‘ﬂi“’ny."Yhfof e d'sqm'?ﬁm:chon 141 provides that an auditor who becomes sub ject,af ter

ort, 10 0 | 'ons specified in syb-gprs: : il be
:::avz vacated his office as an auditor Sections (3) of Section 141, he sha

F o[hf_'-! Laws
1';4"-::' ‘

ot
. In the present case, Ayush, an auditor of ¥ Ltd., joined qs partrer with B, who is Finance
g of X L1d., has attracted clause (3) (c) of Section 141 and, therefore he shall be deemed to have
4 office of the auditor of X Limited '

Part (ii) covered in prior questions.
e fo

mumd appointed an individual firm, Naresh 4 Company, Chartered Accountants, as Auditors of
g company ot the Annual General Meeting held on 30 September 2019, Mrs. Reena, wife of Mr.
Neresh, invested in the equity shares face valye of Rs. 1 lakh of New Limited on 15 October 2019. But
Neresh & Company continues to function as statutory auditors of the company. Advice, Naresh\&,

Campany on the continuation of such appointment, as per provisions of the Companies Act, 201;
[MTP Aug 18, April 19, RTP. May 20, Nov 20]

W5, Sita, wife of CA. "Arjun’ the statutory auditor of Stellar Builders Limited, acquired shares in the
on 15th March, 2018, CA."Arjudl, 18sued his audit report on 25th

umpary for o face value of Rs.75.000/-
#2018, Examine the validity of this transaction under the Companies Act, 2013. Would your answer be
#ferent if face value of the shares have been Rs, 150000/- (market value Rs. 95,000/-)

[RTP Nov 18]
heower

Hgalificat lon of auditor: Actording $6 section 141(3)(d)i) of the Companies Act, 2013, a person who, or
gugg:dgory or of its holdmg er associate

" relotive gr partrier holds'any security of the company or its
arries voting rights, such person cannot be

P or & splidhry of such holding company, which ¢

% Wditorof the company. Provided that the relative of such person may hold security or interest

’ V. of exceeding 1 lakh rupees as prescribed under the Companies (Audit and
) Rt

9 of face value n
es, 2014,

Iy
,d:'“f"e Mr. Naresh, Chartered Accountants, did not Rold any such security. But Mrs. Reena, his wife
%ﬂwes of New Limited of face value Rs. 1 lakh, which is within the specified limit,

"h%ﬁf%“’" 41(4) provides that if an auditor becomes subject, affer his appointment, 10 any of the
0nS Specifiod in sub-section 3 of section 141, he shall be deemed 1o have vacated hig office of

(¥ ations
. FhMg, Mr&ﬂ'l & Compony can continue to function as auditors of the COmpnny even nf?er 15
2019 e after the investment made by his wife in the equity shares of New Limited,

.

fa& value of acquired shares is Rs 1,50,000. Then in that

::.“"\’e action to maintain the limit spCCfﬁZd (i.e‘. 1 {GC) shall be taken by the auditor within 60
9 paie T Sich acquisisio
Ulyre o m,:C:ch co:;':;ﬁve action shall lead to ouditor has %o vacate his office.
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19 ~sons ar€ [ o
Examine whether The followin3 w* who s a relative of "N 5 ‘j y ™ <%
the Companies AcT. s sicing CA “Mr. AS ooo (markeT? I Orecsy,
™ iCH .

. wash® is 8 _

Mr p:aesof -;BCLTd. wtg act\um If_rﬂf the ;\-_‘mp{_}l y s B & lnct "\...e :
s?urslctud ant to appoint M- Prokash &5 © . indebted T iyl i A
of A Acco"'ml /

ered compary
e quditor of the €21  of PRC L1d. Directeny

i Mr. Romesh IS apmcfi.?ing s
MNP Ltd. want 10 appoint Mr. Ramesh rappira o |

iii. Mrs. KVJ spouse of Mr. Kumar, @ cmu'@dm mdcifwor'of i |
of PRC Ltd. want 0 appoint M7 cs pom

Answer
i Already covered in previous questions
ii. Alrea covered in previous qms'hors_ : : o
i As pi:ysecﬁon 141(3Xf). en guditor 1S d:s:thf:ed T:ebc c:}po;y ool
relative is a director oF is in the employment of the compd

n quditor if a person whos

Hi rector O @ Key manogene

personnel.
' terec Accountant) is Phestore keepe
' nce Mrs. KVJ Spouse of Mr. Kumar (Char ore &
In the instant case, S! G 1 S

(not a director or KMP) of PRC Lid., hence Mr. Kumar will not be disqualif

auditor in the said company.
i o0 \\v
Three chartered accountants, Mr. Robert, Mr. Ram and MPs. Rohini-formed a Limited Liability Partnershg
under the Limited Liability Partnership Act-2008 in-the name of ‘R & Associates LLP', prachon
chartered accountants. SR Ltd. intendsto eppoint. 'R & Associates LLP as auditors of the company
Examine the validity of the proposal of SR Lid. to appoint ‘R & Associates LLP', a body corporate
auditor of the company.esiper the provisions of the Companies Act, 2013. .

rY
| Jan vy
e

ac

Answer

As per the provisions of Section 141 (3) of the Companies Act, 2013 read with Rule 10 of Companies (A% t
a?d'AUdlt':;?I)' R“': 2014, a body CO?PO!‘G*‘e other than a limited liability partnership registered under ™
Limited Liability Partnership Act, 2008 shall not be qualified for dppoinfmenf e aauktor of @ company-

In the given case, propesal of SR Ltd. To appoint R & Associates LLP Nk £ th pary IS ¥ g
auditors of the compafy = "~

as the restriction marked for appointment '
; ns ou o TES
Liability Partnership. ditor for a body corparate is not applicable 1¢ =7

Question 21
State the provisions of the Companies Act
of the company. + 2013 regarding the signing of the Audit report by the A e
Mar<” 8
Who will sign the audit report in case of : o B :
qualification/s in the audit report will be ‘etorship concern
dealt wi

company as per the provisi o l
provisions of the Companies Act :YO::.: auditor at the annual general m

amd

a < BowW
or the firm of the auditors o™ ™ .
eeting ©

Answer 47
Section 145 of the Companies Act, 2013 ek (A °
°r auditorg
to si : .
‘9N audit reports, etc. Accord™

other document of the co : ¥ the Company

: -, € Company in ac Y shall g; o 0

in case of firm including LLP, only Char im‘c:mﬂ; the '9: ﬂtc uu;li‘ror's report or sign of ¢’ )
o ONs of sub-section (2) of sec’

S are . =
W AR S 17 AL su..K R 1y et ond 590)
;;.'|

LLER O J 0*3
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jif e
™ _ . - nts on fing
p r‘!"”ui oh The Tund hrmrmj of the COMpany e ncial tr-onsachons or matters which have any
" '
oned in the auditor's report shall be read before

n ‘anrcl meeting and sh
ny - all be open to inspection by any memb £ th
mber of the company

e comp®
wu rights of the auditor of
¥ gre the M9 OT @ company in respect of attending the General Meeting
*‘_‘ 146 of the Companies Act, 2013 provid e
. 'm : vides for auditors to attend general meeting. According to this
0 All notices of , and other communications relating to, any general meeting shall be forwarded to the

auditor of the company.
1 .
tor shall, unless otherwise exempted by the company, attend either by himself or through his

) The oud
otﬂh‘”'"_‘d "Pmsmmm_"" who shall also be qualified to be an auditor, any general meeting
(i) The auditor sh_aH have right to be heard at such meeting on any part of the business which concerns
him as the auditor. :
23 S
CaONY

A Ltd. requested its Statutory Auditor to accept the _,_gk;@n@iﬂtf of designing

ble financial information system to strengthen the internal control mechanism
ditor of A Ltd., taking into

maomi of Directors of
ad Implementation of suita
o the Company. How will you approach to this proposal, as an Statutory Au

scount the consequences, if any, of accepting this proposal?
- [May 19, RTP May 2021, MTP 2 May'23]

OR
ssR & Co. (Statutory Auditors) while conducting audit for FY 2021-22, find out some manipulative entries
inbooks of accounts of ASR Lid. (Auditors +old the MD that internal control system of company is not
relisble. The Board of Digektors of ASR Ltd. requested them to accept the assignment of designing and
mplementation of suitable financial information system to strengthen the internal control mechanism of
the *Th.,cempany offered them a fee of Rs.10 lakhs plus taxes for this assignment for
rment | of“company. But Statutory Auditor refused to take the assignment. What are the
if they accept this assignment?

[May 2023]

inted under this Act shall provide to
f Directors or the audit committee,
nd implementation of any financial

M
According to section 144 of the Companies Act, 2013, an auditor a;:jpu
- ompany only such other services as are opprm‘rcd by the _Boqr r;
% the case may be. But such services shall not include designing
Mormation system.
" the said i ; 4. requested it

o tors of A L1d. req .

d instance, the Board of direc s A e

:‘Mem of designing and implcmzntaﬁon of su#;f:e above provision
ernal _ r
: control mechanism of the company: il he will attract ¥

In :
5‘::” the Statutory Auditor accepts the assignment.
ion 147 of the Companies AcT. 2013. )

se the Statutory Audit

B the j .
Ilu': light of the as above provisions: W& shall advi
assignment.

¢ Statutory Auditor To accept the
rmation system fo strengthen the
said service is strictly prohibited.
he penal provisions as specified in

or not to take up the above

W in case of audit of @ company being eoducted by.an audit
fiem, iy is Audt i ection 147621/ th:ec;f the audit firm has or have Gf:"d,m Sippai i
o, proved that the partner o7 partner 2 on o 0r by, +he company or its ’darecfor: or,offucers,
the II Ted or colluded in any fraud i dinth pies Act, 201300 oy CRRECLEY tor fhe

" e _"7. Shethar chdl of criminal a5 P,-owdc i concerned of the audit firm and of

) in all
'hﬂm ) force, for such act sh o be liable D

i‘fi Jeintly and severally and shall
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kility othe t e
of liability other than ¢

ct
: : n respe
U |1‘ flrm{ : ed or, as the case may be L]

o Telé i vitsmitih05

Brovided that m case © h +ed NG
o r polied ‘ /
P :T.’-F“"'-‘”:’ paf i wa flce of OUdITOF Ul’"" !41

CaﬂOﬂ Of Of

abig

S tova
ch assignment may also lead

4 =l -~ »

T

Note: Accephing U

ABC & Co., Chartered Accountants, aré ﬁat:;-:nwhas s
oroved that “A’", one of the partners pE e h act under the prov!
its partners. Explain the consequences of such ¢

n Exports Limited. In an ingyin,
+ manner and colluded in ¢, '
"
f the Companies Act, 2013
[ijlf 20

’- -
e

ditors of Moo
udi in fraudulen

gions 0

in case of audit of a company bein,

2013, where. P
r parfners of the audit firm has or have ocs,,

lation to or by, the company o 4
partners concerned of the aud

Answer

According to section
conducted by an audit firm,
- & fraudulent menner or abetted or colluded

audule ror
directors or officers, the liability, for such act shall be of the partne

firm and of the firm jointly and severally.

147(5) of the Companies Act,

it is proved that the partner 0 :
ctte in any fraud by, oF inre

[}
*
.
I

respect of liability other than fine, the

Srovided that in case of criminal liability of an audit firm, in
ner or abetted or, as the case may be

concerned partner or partners, who acted in a fraudulent man
colluded in any fraud shall only be liable.

Here 'A’ the partner of ABC & Co. on inquiry was found that he acted ina 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.

Wf'rh respect to criminal liability of the firm 'ABC & Co.', the concerned partner or partners, who actza i
4 fraudulent manner or colluded in any fraud, shall'enly be liable.
Question 25 - .~

Mr. Govi : 1 -
r. Govind Ram is a parfnerand in- charge (and certifies financial statements) of P & Associates. The firm

t: ssc:?c::::c:[ nc;sa::e:idifor 'firm. ‘_’f Kanha Limited (listed company). Mr. Govind Ram retires from pé
of Karnd Limited he!dozie:fl:gf;";zlzsrﬁm 6Gupta firm as a partner, on 20/05/22. In the general mes"™
» The company appointed Gupta & Gupta firm as next auditor of ™

company. Advise Kanha Limited, whether th
s % ; e company has :
SA33, I oppriiting Gophei & EATa s Sttt iompacr:::emd [ rarision of the Compy &7

Answer [RTP Nov 22]

a) anindividual |
(b) n indiv :.‘fsl as auditor for more than one tep g
(5) A GERT NI 05 auditor for more than + ™ of five consecyti
(1) an individual auditor who has Comp;w: ;
appointment i sle
(i) anoudit .’: ashG-Ud]Tw in the same company for f;
ae ;- udlla b 4 ich has completed its termy & Tve years
as auditor in the same company for fiy under clayse (p)
e ye

ilﬂuse (a) shall not be eligible for =
f‘:m the completion of his term:
, Shall not be el'igibfe for re-cppe =

smg

As per Explanation IT in R
ule 6
n charge of an audit firm & qf es
firm & joins another firm'of chorrr | < the fi (Audit ang g,q; :
; nanci udi ho ®
for a pe_rlod of 5 e Chmered aCCoumunTs Ciﬂl st 10[‘5) Ru!es' 2014' lf a p.:"’-'c"‘- wh

08 S of 0
Uch othep fir it company, retires from "M,,.z;

m _ind

1 fithe Compani
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: has retired from P

vind Ra™ m P & Assoc

#'60 P A i lates and joi

n- charge ssociates (and ™ Joined Gupt. .

Fﬂ“"‘r' ' sires from 8 e ( certifies the financial : 0 & Gupta Firm. Mr. Govind P

ves. HE ret! ciates and joins Gupta & G ts :Ternent of the company) in P &
upta firm.

}8
‘f § the uesti :
. focts o the questionand povisas f aw
“:ndtﬁaud“ar of Kanha Limited (listed company) f’ upta 6 Gupta Firm will also be ineligible, 1o be
’, ora period of 5 years.

# - ted "XYZ & Co.". an audit fi .
in eernber'. S50, M x““:‘;ﬂt;rzm. as Auditor of the company at the Annual General Meeting
' are partners in XYZ & Co. With reference to the Companies

30t SEP T walidity of
_examine. the validity of appointment of the :
u’fﬁ q wife of Mr. X has invested in the equity sh:':f o&f C:LI‘H s g 5 v
N 3 . imited hav I %1 lakh.
i W*Q":;ge of Mr. X has given guarantee in relation to a loan taken by 6 ;:9;::;;0::::0":0;1 worth
£1 500 :
ife of Mr. X is indebted to Z Ltd. for X10,00,0
Q. ; ) d w th g '
,1%@,“&' of Z Ltd) (P Ltd. holds 1/4™ of the paid-up EquITY
[Nov 22]
irgady covered in prior questions.
000 members with paid-up capital of 1 crore, decided fo hold its Annual Generdl Meeting
of 6 lakhs.in aggregate.

J.Lﬁ having 2.
ug) on 21 Augus

s gven notice of
uditor from FY 2022-23 onwar

1 Statutory !

wes originally appointed for 5 years term and ha
«csived by existing auditors, they sent a represent
s natification to the members of the company. In
aastion(s) according to provisions of the Companies Act. 2013:

i Whether the said notice was given by adequate number of members and within the prescribed time

fimit o L Ltd.?
1) Whether the company was bound fo send such representatio

F 4 \

a0\ Y

VLW P OR _
\bws Iron and Steel Ltd. is a public sector listed company engaged in the manufacture F‘f high-end steel
eets to be supplied to various other entities country-wide. M/S CVB & Associates, Chartered
%countants, had been appointed as the statutory auditors of the company for the tersn F.Y. _2023'_24- Later
% the year, q financial fraud ha he fore, not reported by the current auditors in their report,

r¢ of the company:

‘ading 15 dissatisfaction amongst a grouP of learned membe
4 The members comprising

m of Mr. H, Mr. J
Next Annua B 1 n 28.09.202 :
Annual General Meeting 1 55?;‘;‘3"-: 1° 00,000 X 2 50,000 respectively have collectively decided

P RIS g of the resolut

b, I,
% KM]:"‘Q PC_lld-up §hare capital X 1,99 ing passing 0 on at the next Annual General
%nd a special notice to the company reger i i\/ s cvB & Associates as the auditor for the next term.

ng for appointment of an auditor other than

Yoferi '

§ "ﬁmng”fo the provisions of Companies Act, 2013 glabom‘f;

i Whet the above members can validly issué such 5':':::'“

® will be the last date for issue of such 5peaﬂ‘ he above
the co. would have 10 communicate about !

[Jan'25 -5 marks]

"#ceiving the same?

t 2022. On 2nd July, 2022, 50 members holding paid-up capital
their intension for a resolution to be passed at the AGM for appainting Dawar & Co., 08
ds, instead of its existing Statutory audifor, SNS & Co. which
d completed ‘only 3 years term. When such notice was
ation inwriting to the company along with a request for
the eontext of oforesaid facts, answer the following

ade by SNS & Co?

ntoifs members m
[May 2023 -4 marks]

ren

he company?
bers to the company?
to other members af ter

| Notice to t
by the mem
specml Notice
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*'nﬂl’“? for their toys all oy ‘:’f
er India Th mnufﬂt‘,?m
it 2022-2023. The enga . Company has "9 Premium Quality mate

:’ci' gement |
- X APpoing e toys. They h
gecided. Directors of ¢ Etter of ¢ nted its shas | y have

M uneration of audi " S Signed ae
4 to rem ditors as per the a7 00ched yoy 1, 3":-_’ With @ cluse that fee to be
g f the Compol-,- YOUr advice for provisions
'es Act, 2013

[ RTP Nov 23)

cton 142 of the ‘f°:‘P°“*°5 Act, 2013, provides £
__ emuneration of the auditors of “ TOr Pemy Sty
e 4 Company shall be fixe Quditors According to this section

he com in . a .
qmeras pany in general meeting may determine by the Company in general meeting or in such

erat Ibn of

mnmum*f"" shall, in addition to the fee
auditor in connection with the qudi the ‘ .
.;,I;any remuneration paid to hi audit of the company ang any facili expenses, if any, incurred
K O NiM for any other service i b th cxtc:ded to him but does not
U Oy Rim at the request of the'

Payable to an auditor include

Question 29 : ~ G 5
Salworth Ltd. a listed company having a paid-up share capital of Rs 11 crores with a turnover of Rs. 100

wores had appointed an Audit Committee which recommended M/S ANC & Associates, a firm of
(hrtered Accountants having such qualifications and experience as is required for appointment as the
aditor of the company. The next Annual General Meeting (the AGM) was due on 30.09.2023. The Board
dsagreed with the said recommendation of the committee and refer back to it for reconsideration. The
Audit Committee was adamant on appointing the above firm of the Chartered Accountants.

Mms_s in the light of the Companies Act, 2013:
N ‘ﬂ\icour'se of action for Board of Directors to resolve the above deadlock. What would be your

W%WCP. if above situation was that of filling the casual vacancy of audifolrs? .
i) The steps to be taken by the Board of Directors for appointment of auditors in case there was no

2 : . in the company?
requirement of Audit Committee in the pa [May 24 - 5 marks)

- _
Accord; - : d with the Companies (Meetings of Board and its
0 section 177 of the eniparTer PES 2011:¢:ud|1 Committee shall be constituted by Board of

) Rules, 2014, in every listed public company=

Mectops,
i s) Rules 2014, provides that in case of a company that
it on 177 the committee, and, in cases where such a
| ¢ into consideration the qualificatiens and

hall tak )
dered for appointment as auditor and whether
d requirements of the company,

:h : ?f Companies (Meetings of Board ¢
"quired to constitute an Audit Commi
mm."“ is not required to be constitute
Périence of the individual or the firm prop

Qualifications and experience are comme

ttee under sect
d, the Roard, s
. si
osed to be con !
nsurafe with the size an

or a firm as auditor to the Board for

individual : 0 Ban
’ ) name of an AR irm as auditor to the members in
::dlt committee shall rccomm;”d ﬂ:recommend an individual or a fi

ration; the Board shall consider an
intment.

ﬂ"-”‘""lt«:n General Meeting (AGM) for appoint™ Audit Commitfee: It shall refer back the
! the Audl .

recommendatiof : tziﬁng reasons for such disagreement.

gratio

for reconsid

If
'm:he Board disagrees with the
g, *Mendation 1o the committee
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— CA SHUBHAM SINGHAL g o 14, disagr gEme “
: aoaI%L@ Adritsh F[’[;[jgﬁ the AGM g

(i) In the given question, th idenation® f The mé
send its own recommendation for con

f
Section 139(8) provides that the Board may
30 days.

s
Section 139(11) prescribes that where a Corl;ﬁﬁ"n; of
section 177, all appointments, including the 8 ndations
shall be made after taking into account the reco of casual vacancy.
Hence, the position will remain same even in case

ot n i *
ﬂf ”Nf iﬂ ?h‘. ‘!f 1"(0 ’ "e # “f‘ H ¥,

il any casual v

10 (.fiﬂ';h'u“' an Audit Lo Fiee

#a,

Yr » &.Js_"

required
:iasual vacancy of an auditor under
f guch commitiee

ent of an audit committee then the BOU shall recompy,,
dividual or a firm which can be appointed o5 Guditgs o,
al or firm and other matter as loid thery,

(ii) Incase there was no requirement of appuinfrn
to the members in the AGM, the name of an in b
considering qualifications and experience of such individu

Question 30

Sangeeta was appointed as Statutory Auditor of ABC Ltd. in the Anflual General Meet iﬂ? (AGM) 7; the
shareholders held on 20th August, 2023, However, Sangeeta met with an accident on 23rd Dgcember
2023 and died. The Board of Directors of the ABC Ltd. filled up the casual vacancy caused by the subis
death of Sangeeta and appointed Keshav as the Statutory Auditor. The nex? AGM of the Company was
scheduled for 28th August, 2024 in which the Board of Directors recommended for appointment of
Aashish as Statutory Auditors before the shareholders. Keshav objected for the appointment of fagng
and gave representation to the Company Secretary mentioning therein that his (Keshav) appointment w
approved by the Board of Directors after the demise of Sangeeta thus can continue as Statutory Audty

of the Company till the conclusion of the next 6th Annual General Meeting and also threatened to regort
the matter to the Registrar and the NCLT.

Based on the above facts answer the followings:
(u) Explain the procedure to fill up the casual vacancy of the office of Statutory Audit
(i) Whether the contention raised by Keshav is Justified as per th igi e l-or' _ At
20132 per the provisions of the Compories /¢
(iii) What shall be your answer, if the casual i
v vaca '
was caused by resignation of Sangeeta? ncy in the of fice of the Statutory Auditor in the coms®

eck suggested ans i
99 answer if released. It was not released til| the date thi
IS question was included here

(=3

e —y
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Companies Incorporate Outside
India

1
“NL"‘- a foreign company having (18 Indian principal place of busin
L red to deliver various documents 1o Regigtrar o

3018, You are required To state, where the gaic

€8s at Kolkata, West Bengal is
I Companies under the provisions of the Companies
¢ ompany should deliver such documents

[MTP May 25 - 5 marks]
Registrar of Companies as required
the penalty prescribed under the said Act. which

ALt

s n case, @ foreign company does not deliver i1g documents 1o the
; ader section J80 of the Companies Act, 201 1, gtate

anbe levied
[ICAT Module]
wer
i The Companies Act, 2013 vide section 380 state that

every foreign company is required 1o deliver to
the Registrar for registration, within 30 days of the establishment of office in India, decuments

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 o the Registrar shall be
delivered to the Registrar having jurisdiction over New Delhi

1 The Companies Act, 2013 lays down the governing provisions for foreign companies in Chapter XXII
which is comprised of sections 379 to 393, Thé penalties for non- filing or for contravention of any
pravision for this chapter including for non-filing of documents with the Registrar as required by
fection 380 and other sections in‘this chapter are laid down in section 392 of the Act which provides
that if a foreign company-contrayenes the provisions of this Chapter, the foreign company shall be
Pinishable 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 q Continuing of fence, with an additional fine which may extend to 50,000 for every day

Afrer the firgt during which the contravention continues and every officer of the foreign company

Wha i in default shall be punishable with fine which shall not be less than 25 000 but which may
&tend 1o 5,00,000.

%hﬂ 2:
% is q Cornpnny Limited incorporated in Singapore desires to establish a branch office at Mumbai. Yoy
: 'tl pmcﬁcing Chartered Accountant have been appointed by the comp.any as a liaison officer for
i ince of legal formalities on behalf of the company. Examining the provisions of the Companies Act,
() we Wer the following: | _
0 1 *her branch of fice will be considered as a company incorporated outside India

of 'S, state the documents you are required to furnish on behalf of the company, on the establishment

Manch of fi :
ce at Mumbai. [ICAT Module, CA Final MTP March 2021]

f,r

Accong, 8 ' mpany” means
b% cdmg 10 section 2(42) of the Companies Act, 2013, "Foreign company” means any company or

W ' rPorate inco d outside India which- ;
) 9place of b:i?::;: ino;lndm whether by itself or through an agent, physically or through

tronic mode; and

1y tlec
¢
Nductg any business activity in India in any other manner

)
- I““:”]jp

L

S In Orporate Qutside India
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Parent ¢

Apan N
mpany office T
jection of ! "y

k as ref dcmd as a p'ﬂl:f. Of bUSH’\'“ :
ﬂ WQ"‘% g . nsl b
eheledd’ | sumitq nos,
r

Further, branch of fices are
nranch offices of corj\Pﬂn\f rodio
conducting business activity I

ified elsewneé
other provisions as may be specified

. - . pr'oWSiO“s of this chapter gng -
i r act, 2013

e ' .

013 every fore!d" company shall, within 30 days of y,
2

» Registrar for registration the \‘t:bllc....wi

ies Act,
(i) Under section 380(1) of the Compant deliver 10 th

ess in Indid.
estobtishment cf place of business M
dyrumants : 5
- cortificd copy ¢f the char
(v) a certificd copy © 25 : .
instrument constitut:ng of defining the o thereof in the English language.
th Fnglish e GHIER & ctified Lrunslafrr:z?ml of fice of the company.
! i or pri . :
(bg 1h|e full a:f\dress of the rzg:;r‘; - opf company containing such particulars as may be prescribeg
(c) a list of the directors an

tes or memorandum and articles, of The company or oy,
er, Stafute

Jitution of the company If the instruments are gy ,
i

In relation to the nature of particulars to be prm-fide.d as above, fhc;Tl fom;z::s ::Zegistnlmon of
Foreign Companies) Rules, 2014, provide that the list of dl'r'BCTOI"S an . ecr _ Y | equivalent (by
whatever name called) of the foreign company shall contain the following particulars, for each of
the persons included in such list, namely:

(o) personal name and surname in full;

(b) any former name or names and surname or surnames in full;

(c) father's name or mother's name or spouse’s hame,
(d) date of birth;

(e) residential address:
(f) nationality;

If the present nationality is not the nationality of origin, his nationality of origin

(@) passport NUmber, date of issue and count ' :
, 4 ry of issue; (if a
then details of all passports to be given) (if a person holds more than one passper

(b) income-tax permanent account n
umber i : :
) occupation if any; (PAND, if applicable;

(d) whether directorship in any other Indian com

Name and Corporate Identity Number (cIN) olﬁr;\y, (Director Identification Number (pIN)
(e) other directorshipor direchr'ships he e com

any in - hip)
(f) Membership Numb Id by him; pany in case of holding directorsh?
P Number (for Secretary only):

@) e-mail ID y): and

dres
on behal S of one
& ::cu:'t;m required to be semz :: ::: company service o :;r‘:‘;';: Ptr‘dsons resident in IT"::’
e full address of th : compa s and any notices or ©
i S Ind?a; e office of the company e:YIndlc h i
(f) particulars of : Which is 4 .
i openi . eemed 1o be ts pr 5] 1 I_J'll“‘
(g) declaration that nm?e9 :\?d ﬂ:..::',“g of a place of busin ITs principt
has ever been ki rectors of
. and

According to the Compani
fareign company is r panies (Registrqtiq

equir p n of
over New Delhi. red o deliver 4 For

el
0 The Rggi’t gﬂ

Compani
eg
rar 'hn”bc dlh) Ruh’. 2014, any document which any

ivere
a1 the Registrar having Jur's®"

..



\ ’:
: . compan
%ﬂ isa foran: . T:;.:Cy g Germqny' and i -~
oViSIo : ompanie 'd 11 i
’:““’"T p"a! statements, as ni:z th:-I:ele)i ned ﬁsgjﬁwéﬁ* . e o
neh ' OCuments + reunder rel
© be attqc cting to preparction and

¥ fino h
company. &d along with the financial statements by

v
- le

- iling of financial statements p, a forei
. 1o section 381 of the Companies Act, 2013; N company:

Wforzign company shall, in every calendqr year —

I 7% including or having attached or annexed theretq such
) deliver @ Copy of those documents to the Registrar,

sccording fo the Companies (Registration of Fore; :

B il statesient of ita 1 oreign Companies) Rules, 2014, every foreign company
shall prepar : _5 ndian business operations in accordance with Schedule ITT or
o near thereto as possible for each financial year including:

() documents that are required to be annexed should be in accordance with Chapter IX ie.

Accounts,

() The documents relating to copies of latest consolidated financial statements of the porent
foreign company, as submitted by it to the prescribed authority in the jcoumtry of its
incorporation under the applicable laws there.

(i) 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 ini notification in that behalf.

()If any of the specified documents are not imthe English language, a certified transiation thereof in the
English language shall be annexed. [Section 381 (2)]

(i) Every foreign company shall send to the Registrar along with the documents required fo be delivered to
him, a copy of a list in the prescribed form, of all places of business established by the company in India

G at the date with reference to which the balance sheet referred to in section 381(1) is made.

Accordi to ' eaistration of Foreign Companies) Rules, 2014, every foreign company
shall fi]:?vith ::z g:;z::;fa(ling with the financial statement, in Fn_r-m FC-3 with such fee as prg\fided
Under Companies (Registration Offices and Fees) Rules, 2014 a IthftG" the places of business
Stablished by the foreign company in India as on the date of balance sheet.
Accor-ding to the C ies (Registration of Foreign Compon:gsj Ru!gs, 2014, if any foreign company
1o have o Pl:cmep:: ;jsfnesgs in India, it shall forf.hmth gl\;zf:ot;i‘ of ,:::::ZL ::,.Tr; i?;:::‘:?
% from the date on which notice is so given, the obligation I:usin:ss . ;::dia_
Regisfm,. shall cease, if it does not have other place of

- Statement of related party transaction
* Statement of repatriation of profits : i£ any)
: . dividends, if any N _
- Statement of Tr::sfer' of funds (including divide prescribed in the Companies
bove statements shall include su
Rules, 2014. within a period of 6 monthsof the close of

b, istration of Foreign Companies) Registrar
“4a ¢ documents shall be delivered 10 11¢ hicgh the documents relate.

the ﬁhﬂncini year of the foreign company fow w

i
'
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the following Compqp;
new ether €S cop
2013, exam!

stion 4: anies Act. :

g:he light of the provisions of ﬂ:“‘ Eon singapore The Board of Directors Meets 2

. : in o1 ;

considered as a -Forelgn.fogl?:": Company re.gisnl'f-d I:el d in India dMr 'Y inT

: imite | ‘ r. n '

i. M/s Red Stone Limite s at their Board _Meet ng_n Thailand has authorize in Indig 4, fing
executes business decis Limited registered ! If of the Company.

ii. M/s Blue Star Public C°mpixc‘ts with them on be’ha ;ai has installed its main server in Dubyq; &
customers and fo enmr.fon Company regisrered in Du J

iii. M/s Xex Limited Liability €0

for its client in India.

uting "
by Cloud Comp [CA Final Nov 2019 - New/ ICAT Modlﬂg]

, : re
maintaining of fice automation softwa

Answer
Relevant provision: ea
According to section 2(42) of the Comp:lf::i:

" H | icn- H .
COPP: i |Incor'p:r': *e'd osusf?r:d]?n{;?: l:h:ther by itself or through an agent, physically or through elech‘ﬂmc
a. has a place of busine

mode; and e

b. conducts any business activity in India in any other manner

Act. 2013, "Foreign company” means any company or body

According to Companies (Registration of Foreign Compﬂnifjs) Ruloes, 2014, - elfcg.:?m;un:oncii lir:'lnei:ncsj iﬂr‘l‘ying
out electronically based, whether main server is installed in India or not, including, ed to-

a. business to business and business to consumer transactions, data intferchange and other digital Supply
transactions; d TN . e

b. offering to accept deposits or inviting deposits or accepting deposits or subscriptions in securities, in
India or from citizens of India;

c. financial settlements, web-based marketing, advisory and transactional services, database services and
products, supply chain management:

d. online services such as telemarketing, telecommuting, telemedicine, education and information research:
and

e.

ali'related data communication services whether conducted by e-mail, mobile devices, social media, cloud
computing, document management, voice or data transmission or otherwise.
Given Case and Andlysis:

1. Inthe gi

Limited has both place of business ; , € Company, Thys i e Ws Blue St°
is conducting business activi n Indi 'fhr-ough e said that

; . N agent, physi . '@

, ¥ in India. Hence, /< aiocn” PhYSically or thr h electronic mode
Companies Act, 2013, & M/s Blue Star Limiteq is forfi’gn company as per ™
In the given situation M/s Xex Limi

: ; Bifs imited Liabif;
main server in Dubai for maintqin: 3 Ty Com : . ) ’ ifs
India. Thus, it can be gqig 'Ntaining office OMomm;o':,w 'S registered in Bybai and has installed {'n
'd that m/g Xex Limi et -fofqure by Cloud Computing for its client !
onducting by, 'ability com

i " In 10
Ness aetivie - ny has q lace of business " ~
per the Compq ies c*“"*v I Indiq. Hencg‘PM/s Xex Limited Liabﬂfﬂ’

through electnonic mode and is ¢
Company is o foreign Company as

y J - A‘
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w h ~eign company without establishi
{ ,;ﬂ”d y1d. © forelg blishing a place of business in India, proposes 0 issue
fus

iotion of securities in Indi .
for gubscrip ndia. Being a ,
fﬁ" of such a" issue of prospectus by Abroad L‘rd_ng consultant of the company, advise On the

[ICAI Module]

M":;Pcr gection 3 ?‘9 of the ComPon.les f“CT' 201_3_- no person shall issue, circulate or distribute in India
@' qus offerind for subscription in securities of a company incorporated or to be incorporated
ﬂ?mmdi“’ whether the campeiy has or has not established, or when tormed will or will not establish. @
o of business in India, unless _befc'”’- the issue, circulation or distribution of the prospectus in India, 0
P hereof certified by‘Tha chmrperson‘of the company and two other directors of the company as having
btﬂ‘upprﬂved by res:;'“*‘o:h"f ;he '“?”_09'“9 body has been delivered for registration to the Registrar and
& ctus states on the face of it ThGT a copy has been so delivered, and there is endorsed on or
4 o the copy. A consent fo the issue of the prospectus required by section 388 and such

sfoche j
Lmnts as may be P"\‘”Cl"“:"*!d under Rule 11 of the Companies (Incorporated outside India) Rules, 2014.

ycordingly. the Abroad LTd_- a foreign company shall proceed with the issue of prospectus in compliance
Jith the above ctated provisions of section 389 of the Act.

Jackson & Tackson LLC, incorporated in Germany, is proposing fo establish a business in Mumbai, India. Its
fficial documents are in German language. Whether J ackson & JacksonLLC canfile the required documents
sith Registrar in the same language.
[ICAL Module]
Answer:
Erery foreign company shall, within-30 days of the establishment of ifs place of business in India, deliver
fhe documents to the Registrar as per Section 380 of the Companies Act, 2013. Further, if the original
istruments/ documents are nof in the English language, @ certified translation in the English language is
| reqied for,tHg.Same and submitted to Registrar.
it
Swift Pharmaceuticals, a Company registered in Singapore, has starfed its business in India during the
financial year 2016. The Company has submitted all the required documents with registrar within the due
Ute. On March 1, 2023, Swift Pharmaceuticals has shifted its principal office in Singapore. Does the

Company required to undertake any steps due to change in address of principal office.
[ICAT Module, RTP May'24)

sﬁt‘.non 380 (3) provides that where any alteration is made or occurs in the documents delivered to the
b under section 380, the foreign company shall, within 30 days of such alteration, deliver to the
"istrap for registration, a refurn containing the pnrﬁculars of the alteration in the prescribed form. The

Panies (Registration o} Foreign Companies) Rules. 5014, has prescribed that the return containing the

i : :
Clars of the alteration shall be filed in form FC-2 along with prescribed fees.

B .
offi d:;giy. Swift Pharmaceuticals is required 10 submit the

| e, he company by March 30, 2023.

i. Zumi-*. 81

_ o e
e Indiqfcl.:o."'g“ Company, incorporated in 2P
4y 126 holds preference shares of ZL

1

full address of the new registered or principal

nhasa pranch of fice in Hyderabad in India. Mr. Bhartiya,
imited which comprises 10% of the paid-up share capital
t“"\pr' coqun.,_ Deshi Limited, a company incorpol"atgd in India holds equity shares of Z Limited which

begy o5 45% of the paid-up share capite! of the company: During the financial year 2019-20, there has

#ration in the particulars of the documents mentioned under section 380 of the Act and the company

) 2 W
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sl e Analyze in the light of 4, w7
has failed to submit the u?‘remt-iggjoeheﬂ dgfifﬂ‘sniﬁm’é ¢ Uiy

d into by the foreign bl
g contracts enfere com _
laws the consequences of failure on the validity of any [CA Final MTP Apri| 2021'_'7”.
Wy
Answer:
Relevant provision: re not less than fifty per cent of the paid.,,

As per Section 379 of the Companies Act, 2013 whe d partly preference, of a foreign compgp, . ™
capital, whether equity or preference or partly AU o bodies corporate incorporated ; 7 el
by one or more citizens of India or by one or more companies or N Inig ,

. H te | '« p
by one or more citizens of India and one or moré Sl hon “'.’hbf::s;ﬁz;: of T:iosr?:?‘:md ‘" Indi
whether singly or in the aggregate, such company shall comply wit . p’ne.ss B _?PTP-P and sy
other provisions of this Act as may be prescribed with regard to the busi Y it in Indig gg
it were a company incorporated in India.

As per section 393 of the Act, any failure by a company fo comply with .'rhe pROVISRIng of Chapter XXI1of
the Act shall not affect the validity of any contract, dealing or "'0"5“"“"“_"'“*"“ '"_T° by the COMpany o
its liability to be sued in respect thereof, but the company shall not be entitled to bring any suit, claim any
set-off, make any counter-claim or institute any legal proceeding in rE§P€CT of Yy such contract, dealing
or transaction, until the company has complied with the provisions of this Act applicable to it.

Given case, Analysis and Conclusion:

In the above question, the provisions of the Companies Act, 2013 are applicable on Z Limited because o
aggregate of 55% of the paid-up share capital of the company are held by an Indian citizen and Indig
company.

Therefore, Provisions of the Companies/Act, 2013 apply on the company.

However, there has been violation of section 380 of the Act, so as per section 393 of the Act, the validity
of any contract entered into by the foreign company shall not be affected, the company may be sued i
respect of such contract but shall not be entitled to bring any suit in respect of such contract until it has

complied with the relevant provisions related to the companies incorporated outside India under the
Companies Act, 2013.

Question 9: [Controversial Question]

In the light of the provisions of the Companies Act, 2013 i : : be
considered as a ‘Foreign Company': + ©13 explain whether the following Companies <"

i. A Company which has no place of busi ‘ ; : : h
telemarketing in India. ness established in India yet is doing online business throud

ii. A Company which is incorporated outside Indi ) :
India. & India employs agents in India but has no place of business "

iii. A Company incorporated outside Indiq having shareholders who are all Indian citi
naian citizens.

New)

R [CA Final Nov 2018

According to section 2(42) of the Compani

corporate incorporated outside Tndia which: + foreign company” or bodY
a. has a place of business in India whethe, ny" means any company

mode: and
b. conducts any business activity in Indig i
nany othep m
anner,

“ : * }'(
: T

s Incorporate Outsid







. 2014, If any person or persons v, ,
€4

ule as a foreign company re
Shitin05- e
e

ach of those persons shall, Unless d'
U

or
o pzrson thereundcr, shall be liable for INVestigas
estigation shall be taken Ogmm: ?h;:

under the A ' rules that iV
registered as foreig" compey und ction cons nt upon
under section 210 of the Act and @
person.
' el Steven Limited, a company which

Ko f the paid-up copite! ¢ llars. Swaraj Limited s

dian citizen holds 25% of ThE | i Singapore Dollars. J Limited a compq
Mr. Ziyan an Indi tal of 10 milli g Limited. Laurel Steven Limited h::

re witha pcu'd-lll’.“lpl ital of Laurel Steven

belhi, The Company seeks your advice as to yhy

'nc§ rated in Singapo
oyl ndia holds 30% of the paid-up cap!

o
registered in I ¥ |
recently established d share tranSfer: office at l::dp_r S By et 2013
formalities it should observe as @ foreign company X PR si
Answer: : : b
I: ::rms of the definition of a foreign company under secho;l 2 (4?-;) 0; L’fe C‘}’;‘;&f‘“'“ Act, 2013 a “foreig

) ompany or bady corporate incorporated outside N ia which: !

company” means any comparny Y hrough an agent, physically_or throug

i has a place of business in India whether by itself or 1

electronic mode; and

i Conducts any business activity in India in any other manner.

According to Section 386 of the Companies Act, 2013, “Place. of business” includes a share transfer or

registration office.

Further, Section 379 stq’re.s that where rot less than 50% of the paid-up share capital, whether equity or
;:;‘::in;; o;c partly equity aricl.parﬂy prgference, of a foreign company is held by one or more citizens of
India and i :: :::: iﬁ”’:ﬁ’s“ bf,d'e.s corporate incorporated in India, or by one or more citizens o
aggregate, such company shu?lc,l in r‘e,:;gc: f,}ef,:;;':‘.”m i'.‘c°rp°"“*ed in India, whether singly or in the
and such other provisions of this Act as may be Pre;inriusémf' ?°mP|Y with the provisions of this Chapter
ibed as if it were a company incorporated in India.

In the case given in the question
. the followi .
a. Laurel Steven Ltd. was incorporated in S?g facts are given:

o A : ngapore an . ‘
New Delhi; hence, it is a forei an compary dhasa place of business (share transfer affice) in

b. Its shareholding comprises of 25% held by Mr. Z
r. Zi

Limited which is a com :
. pany registered in Indi
share capital of Laurel S?eve?Lt: " i, Tog

e‘;‘;‘lr‘":‘: i a citizen of India and 30% by W™
e to Indian shareholders hold 55% of

its share capital by two Indi d. s a forej
Ind i 2 €ign ¢
ian entities, it will b OMpany, due to the holding of more than 507% of

compary incorporated in India or 3% o Tans € covered und
However, it may b o Company. €r section 379 and will be treated
4 e noted that
Steven Ltd. will be only | under sect
nly in p on 379, :
anywhere outside Indiq. fApect o business cm:le pplication of th Lﬂurel
led by it in Indiq q:dcompanie.s Act, 2013 on o
Under Section 380 of the A . not in relation to its b4
i Cf . lon o
establishment of o place of b ; a f‘”'elgn compa
i acertified USINeSS in Tndiq oy e "eQUired
ii. the full add ST instrument qﬂ“ follow; d 1o file fop reai § the
ress of the registepeq Uting o 4. o iments i egistration within 30 doy* °
& " defini '*h the Registrar:

Ng
Principal oeg: NG th
of fice of the : Constitution of the company:

e




-~ -

af\‘s‘ of the directors and

S‘."‘-:’C?u_ YOUR
R stratio "Y f : =L . CA
Compﬂme.s( egistration of Fc:reTye{e;lgoTpptﬁm“pos =cA gwuameBSHEPY
b nd adg

¢ NaME and addr‘ess or th S s >
W ized for corre € Names ) Rules, Mg, Particulars o

quthori Spondenc "eSS of opo - Prescribed under
e

the full address of the offic e on ehalf
pusiness in India; Mpany ;
rticulars of opening and (|,
declaration that none of the
gver been convicted or depq

and

: dee .
5'"g of a plgce bus; e 10 be its principg place of
dIPeCTor-S of th USiness ip Indiq

i l
o rlie :
rred from >mpany or the Quthor; " 9ccasion or oceasions:
|

yil

12:
rohushia Motors Ltd. was incorporateq in Ja
(o) Citizens of India - 10%. Pan. Tts share capita i held by the following pers
rsons:

(b) Indian Companies- 40%

The company has opened its representative office :

i e in Mumbai on 15+ :
wders from the Indian Market qnd make available the delivery of lZ;Tanun:ry. 2021, in order to receive
rchasers. 24 apanese luxury cars to the Indian

() :h:fhe[t:?\e provisions of Chapter XXII of the Companies- Act, 2013 are applicable on Tokushia
otors
(fi) What documents are required to be filed by. Tokushia'Motors Ltd to the Registrar of Companies?
(i) By what time all the requisite documefits shall be filed?
[CA Final RTP Nov 2021 -New]
Answer:
) Section 379(2) of the Companies Act, 2013, provides that wher.'e not less than fifty per cent of '{he
Paid-up share capital, whether equity or preference or partly equity and partly preference, of a foreign
company"is held-by one or more citizens of India or by one or more companies or bodies corporate

i I i b dles co po arte

im""Pom’red in India, whether singly or in the aggregate, suc L
of this Chapter and sdch other provisions of this Act as may be prescri

' tedi
tarried on by it in India as if it were a company incorpora

i its share capital of not
' d in Japan, however its s
E was mCOrpor'aTe : : st e
fes-‘-'n ﬂ:\ 9":53“ . Olfhoughh 1;3 iinlﬁ,:i';);ns and Indian companies, hence in terms of sectio )
an 50% is held by the Ind!

i 2013, shall be applicable on it.
the provie: o Chapter XXII of the Companies Act,
e : | within thirty days of the establishment of its

n India.

an shal =
Omp Y = regis.rration.

) ign ¢
In terms of section 380(1) every foreid gttt L ey o =t
emor

istrar f
Place of business in India, deliver 10 the RegisTr

i i tis not
tutes or meft mpany and, if the instrumen
% acertified copy of the Chaﬂ:r._ :;ﬂfhe constitution of the company
i : ni
instrument constituting or det

I 'ISh 'Clnguugg:
i of in the Eng
l cerﬁfied +ranslation there
'n the English language. 4

: he company:
. cipal office of 1
% the full address of the regis're.red or principé
i s
c. ¢

ot iculars as may be
aining such particu
tary of the company cont
: ecre’d
@ list of the directors and S

~ more persons resident in India
o

ss of one notices or other
d gseribed: the names and add;z service of process and any
- the name and address orbeha” of the comP‘;yY
Quthorized to accept oN d on the compd fow

: rve
documents required fo be o
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in

0 ler OCCASION OF Otr
hdd on ear - C0%u

the office ness enresentative |
S = ﬂdd]:"essm‘.h‘:l-'?’lf of 0 Pmce o or the amhoru:jdmr;:mome :? ‘:In : .
i ' m n 1 {
pusinest " L ingand U510 g of the T ation of companies " g
. gscribed-

abroad: ﬂiformﬂﬁw“mwblr on i$ made or occurs in the doc% :

h n}'lyﬂ‘?hﬂ' any a]?tm* Shﬂ" within thirty days of !u:
rel Campaw £ .
Eurther S sub-section (3) pro His section. ;he*fo agnreﬂlf'“ containing the particulars of
delivered to the Red' <rar for red'
. : the Red
alteration deliver t0 T i
alteration in the preseribed f2 presentative office in India on 15.01.2021 it yy, |
» ite e
. had established 1S Registrar.
(i) In the rﬁﬁ;ﬁ; “‘:;:’:n"’“"' B o by 14022021 with the Reg

required 0

13: [Extrg-ordinary question] end in Chio established @ place of business at Mumby

The . : ruti isin Mandarian Chinese (Chme e aﬂgunge)_ It is
Charter / Documents constituting the Company

: nts with the Registrar of Companies i

ired i i ile a certified transiation of above docume %, Q |
;i‘rfrredv;n:r 2:: ;:t:e:t‘:;te lﬂ:e translated charter/documents as per the provisions of fhe .Compqmu
Actnzon and Rules made there under governing foreign companies in\case such translation is made of

; xS [CA Final May 2016)
Answer: "\\.J ~
According to Rule 10 of the Companies {Registration of Foreign Companies) Rules, 2014,

L AN the MSM to be-filed with the Registrar by the foreign companies shall be in English
wnge‘md irherc any Such document is not in English language, there shall be attached a translation
thtof m'Engbsh language duly certified to be correct in the manner given in these rules.

il Where such translation is made within India, it shall be authenticated by-
a anadvocate, attorney or pleader entitled to appear before any High Court; or

b. an affidavit, of a competent person having i '
of the language of the original and of E':gn?ts: the opinion of the Registrar, an adequate knowledg

L. A Company incorporated outside Ing: ‘ + Whether the following Companies o

_ inMoscow for maintaini '@ and registereq

A Company which is hmm;:w“ n Moscow; Russia has installed its main s
in India. outside by cloud . e

i A : India oys Computing for its client In Indid
A !| : m"’":;ﬂ’ outsice Indig gng S In India but has no place of bus!

. A Company incorpe |:'s“"?"""7 to m’%“m in A i 0
financial Strategy, imporparn ¢ LNdia *ao Stralia has authorized Mr. X in

Indic. “"portant decisiomhm i‘_ Megistereqy T,:fh ﬂ“f"‘ﬁﬂ behalf of the ComP“":',ns.
“OVied otk g T T1US. All the busines T i
at the Board Meetings he!® o

]
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N so : Ql-ISSi
4 that this company has q pigc, ?fw?):- ¥ Cloug Ct:rnmmd - = alled its main soryey in Moscow
@ st activity in India Hence, the e iNess in Indiq thro or ;ts client in India. Thus, it can be
asions of Section 2(42) of 410 Compﬂii?mm is q foreign c‘: :Tf‘onic Mode and is conducting
Foreid Companies) Rules, 2014 et h sazyct;’:“::z i(?:o account the
€gistration of

i case, @ company is incor :
n thlsfczsusiness B iadc As peEZP:Tsd outside Ingiq and employs :

ce o €TI0 2(42) of the Cmm;.ﬂm‘esyﬁA %9€nts in India but does not have a
ated outside Indiq 1. 2013, foreign Company means any

wh
1c Place of business in India whether
: de. Sin
INess in India, s o o g

i Inthe given si?untion‘, d Company is registered in Australia, Tt hag
customers and enter into contract on behalf of the compnn;f Thus
both place of business in India through an agent, thsi‘cully g
conducting business activity in Indiq, Hence, this company is q fo
Act, 2013.

authorized Mr. X in India to source
It can be said that this company has
r through electronic mode: and is
reign company ‘as per the Companies

i In the given situation, a company is registered in Maunitius, However, it does not have q place of

business in India whether by itself or through an agent, physically.or through electronic mode: and does
ndia 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:

il Heath Systems Incorporated (PHSI), is a foreign Company registered in Australia and has established
Splace of business in India. The financial statements pertaining to 'rhe Indian bussrne;s ope;m:ol: for T‘he
; tarended 31st March 2020 were prepared by the Company. Referring to the provisions of the Companies
", 2013, advise th C' on the following matters: _ . ol

i Wheﬂ;er T;w. ac ;u:;:i?:he Company pertaining to Indian business operations shall be audited? If yes,

1 o) i ist f Companies (RoC)?

[ : : i tements with the Registrar o pa ;

i natis ling the audited financial sta : in case PHST has not filed
I What is ::: :: :ei:‘r:ff:!:ef:;:z racts entered by an Indian Company with PHST in ¢

. i 2 statements with the RoC: turn of the Indian operations of the foreign
V. In which e-f d within what period the annual retur
€-torm and within w :

g nies?
“Mpany shall be filed with the Registrar of Compa

ndia shall be applicable to it.

mpany: PHSI shall get its
of the compd ies) Rules, 2014, g

ian Companies
of Foreign

dl Edb a € iCI | Chﬂ led Accountant il'l
ons au it }‘ plﬂ t n rte

r lC‘iClng Cha| ter e—d ACCOUH'Q"'S.

P a

v fiy

Fo
. L oid nature
L *Wing are the answer in line with sm_d n:nion
ording to the Companies (Reglsﬂ' ess
“Ounts, pPertaining to the Indiqn bug:ner‘ship of
'a0r a Firm or Limited Liability Par

o{.‘oi’-f‘ﬂ'fi
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L business tons of PHST shall b gqy,
S Sl el ““"",'.'“ ‘fmm case of the financial year of the foreign c“ ?.\
m-m.wﬁ.mm September 2020, ”k»“‘
whhich Yhe Socaments relate i, letest by 30T

: mﬂmwocution made in Writing b

: : Y the ¢ :
mewwﬁvw\ : t exceeding three months | |
company concerned, extend the said period by @ peried M m"b:i?n

Detemder 2020 ,

: Act, 2013, any failure by a company to comnn
Mh Sﬁ‘mmﬂf‘:w s Act, 2013 (chapter XXIT deals With | "‘“I“i r
Provsens of Owpter xm“m W’ m‘“ Jidity of any contract, dealing or ?mmm;:%
moarnareted Qutside Dndia ). affec toyg |
f

% Dy ¥he compony on it habilty o be sued in respect thereof.

id [
T the nttenit case. mf“dmmbym shall not invalidate the cm"‘“’smw ]
> Indam compomies with ML [

However. PHST shall mot be entitied o bring in any suit, claim ary set off, make gny Counter iy |
STt amy legal proceading in respect of omy such contract ujhl \‘ht company has fileg the fingy l'
: ) m. 2014, cmw fom'gn

with prescribed fees. within a periag o o
May 2020, to the Registrar

Accansimg %o the Compamies (Regstration of Foreign Go
Mm-dfhn“nmhﬁn{x
L& by 30th

32vs From the lost day of its

3 ' gk P S COMnmqm
PArTCuiars oS They stood on st of the financial year.
'é-'a 4‘ 2
AL Siponaiy registéred in UK and carrying on Trading Activity, with Principal Place of Busines s
| ';~"‘%“’Mﬁmmmnmwm arrangement 1o file Return, the 6ST Offier
\ m - ~manmmanm§ncmmh As Standing Counsel forte |
") S=artment advise the ST Officer an valid service of notice. |

[CA Final Nov20] |
Arswer:

Irvermeonal Fmancial Reportng S ony having s estoblished ploce

of bus-mss in India ond follr™
filnciul Statement being prepared i
focated at Mumbai of its financial statements to the Re

® Mdmwh 4
G)  Tormat of financial o “’-_e"ml“
i) How amherticotion of its fimancal ﬁhlh
Whether o Shatements :
™) h&u-usmhmn mm.ﬂw R -
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"f t of The given facts, foi)o. QURO‘BUDD

. A BHUBMA M BIMG g

o~ n T -8 :
P the documents required 1o e ¢, TSt@dgls jtsnitin05
S—_1 If the financial Statements 'Th the

are ; 9'strar by th
thereof in th | " Ger e fo
mnsiﬂT'on e Eﬂghsh IG"'QUQge Man hﬂ?‘«lﬂgg g Feign Companies shall be in English
shal| be e Rt in the English language o o ‘i '
. . and su S Cernteg
of Financial statement qs r IFRs. Omitted 1o Registrar [Sec 381 (2))
: ‘

6 of the Companies (A CCounts)
n the following manner:

Provisio
standards. S of Schedule 17

_ Authentication of translated inancial st
¥ rm panies) Rules, 20141; SEMments [Rule 10 of the Companies (Registration of Forei
oreign

filed with the Registrar b
‘ | ch document iIsnot inE
in English language duly certified

English language and where any sy
atranslation thereof
rules.

. y the foreign Companies shall be in
nglish language, there shall be attached
0 be correct in the manner givenn these

outside Indig i : ; :
the seal, if any, of - Ndia, it shall be authenticated by the signature and

(@) the official having custody of the original: or

(b) aNotary (Public) of the country (or part of the Country)where the company is incorporated:

Where such translation is made within India, #shall be authenticated by—

(@) anadvocate, attorney oppleader entitled to 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.

Accor'difg to the Companies (Registration of Foreign Companies) Rules, 2014, any document which any
fﬁ""g': | company is required to deliver to the Registrar shall be delivered to the Registrar having
jup,jg'a,-éﬁ'on over New Delhi. Hence, the documents of MNO L1d. cannot be submitted at the Registrar's
office at Mumbai.

L

‘Ruestion 18:
ify whict : : ized as foreign companies:

ﬁmﬂw? the followmg companies can be categor‘l: s = J
ate istere B T . .‘ :
1 Malaysia R_;Hatwsm Developed patients database for a hospital in India. Server in |
~_] Malaysia : - : : ,i
&H-B?b;i Dubai No Place of business in In:fo but employs agents in India |
3 | i - ———— < held in India _ i
r‘?‘ﬁﬁ@mm California_| Boors m‘: hshar-eholdi held by an India company i
“5\--__‘}_‘_5_5_!_@“0 Australia | 59%of T = —es deposits from citizens of India but has no place |
Washington | Washington | Offers & inV! . '

= ngt ng of business In ]:m::::nldi e S telaey
ik@ Germany 49% of the sharen? [CA Final MTP - Dec 21)

i

. : means any company or body
'.Nr'm.ng {5 £ the Companies AcT. 2013, foreign compery
= "V oection 2(42) o _ .
® incorporated outside India which’

de india

> - -

B Panies

S Incorporate Outs!
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0. Mas a place of business in India whether

mode &

SIUHORR0n n cgen shvscty o 1,

! . manner
b. Conducts any business activity in India in any other

" ic mode” MeAns carrying o
For the purposes of clause (42) of section 2 of the Ac't';[::;i:t:::l:t. ehading, but rot ey o
tlec?ronlcally based, whether main server is installed in 5

| interchange and other 4
| business to business and business to consumer transactions, data in ng

fransactions:

India or from citizens of India:

i,

: ' ional services
financial settlements, web-based marketing, advisory and transactiona dat

and products, supply chain management;

research; and

Also, as per section 379 of the Act, where not less than
whether equity or preference or
or more citizens of India or by o
ormore citizens of India and on
singly or in the aggregate, such
provisions of this Act as may be
were a company incorporated in India.

all related data communication services, whether conducted by e.-mcnl. mobile _defrces_ socigl
cloud computing, document management, voice or data transmission or otherwise;

fi

partly equity and partly preference, of a foreign compa
he or more companies or bodies corporate incorporated in India,

€ or more companies or bodies corporate incorporated in India w
company shall comply with
prescribed

withiregard to the business carried on by it in India

9 Gi%

i ' ' bscriptions ;
offering o accept deposits or inviting deposits or accepting deposits or subscriptions i Securis,

»

abase gpp, -

online services such as telemarketing, telecommuting, telemedicine, education and infor Mation

Medyg

fty per cent of the paid-tp share capity

ny is held by g,
Or Dy gne
hether
h other
asif it

the provisions of this Chapter and sy

Based on the above provisions, analyzing each case as below:

Case | Incorporated | Registered Additional Condition Reasons
1 Malaysia. | Malaysia Developed patient's Though incorporated outside India, it
database  for g involved in transacting business in Indic o
hospital in India, having place of Business through electranc
N Server in Malaysia mode. Hence it is a foreign company.
. . . & ‘_-_-—___—-_‘___—_—
4 Dubai Dubai | No Place of business in | Since the company, though emplcyed agen'”
India but employs India, but have no place of business in Inde
ents in India Hence ;
b T o : —t+———Not a foreign company. _
3 California | California Board meetings held in Mere holding of meetings in India camet *
India termed qs conducting business activify
India. Hence not a foreign company.
: . ""“--—-———._________ S
4 Australia | Australia | 59% of the | As per the Provisions, if not less then 5 b
Shc'{eh.dd'"g held by shareholding of o foreign company is he< ™
an Indian Company Indian citizens. 1% is treated as ar_-.r.:l.;
Company. Hence this is not o fores
- > com
hington |Washingt Py ; - e
5 Washingto ington dOffzr; & nvite | This one of the ways of fmﬁﬁ(’r
o:P ;sn:s from citizens USiness through electronic modes. H‘:'t:;s
place oflc;)u::: s i ) 'S company doesn's have a place of :fs;: :
6 Germany | Germany W ign ¢ — ot
shareholding el Tt: & Per the provisions, if ot less T ekt
an Indian Compa,q, sh"’?eh"""-"‘_ﬂg of a foreign company :_ e
'Clan citizens, it is tregted oS eadit?
- Here only 49% is held :\‘C’,:_ :
“-_‘-_IPII:H-!"%{-:‘}L 8 'I‘

- --,.»;mm(

CCW‘_DE!\

3 ’ md"‘
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7 Nate:

S 1ICA S - T4 ;
! .#f % g 6 - Where 1 I says - "It is treated as an D D

e g | v : %, VY Hornreg *-. g s ‘rl—‘_
f,,cﬂs‘ » 1n this case, the Author believes that 41, i 6 S Hence this is not o fereig
tio \L IS To sgy that - By wirtue of

T

the provisions applicable Yo Indian companies will

4’ % e W
1 i ’ : ecom lirakl - - - = 134
w30 not it is @ foreign company depends on whether i -7 o€ 10 fhese companies B

? sher O Whether it complies both the conditions mentioned
Jsz[ﬂ)v

gover i1 the opinion of Author, the answer of ICAT ¢, Part 2 an
case whef‘e a Coflnpﬂﬂ\"‘ IﬂCOFpUrOT:ed outside employed agent in Iﬁdiﬂ, it <C€G|1f should be
I"nsi jered as foreign company despite not having a place of business in In

¢ 5 T am hopeful that ICAL corrects its answers when th

:,,qU‘“ ctudent To stick to the viewpoint that they agree wi

'1} Elegant Educatio@ Ltd. is a UK based company, engaged in the business of providing on ne
gducation. It has introduced some certificate courses having duration of 4 to 6 monthe and chy
person can enrol in the courses. The education is provided through on-line classesjwebingrs and study
naterials 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 enrolfed in the course ore
the Indian Citizens residing in India. Based on the above facts of procuring 100% business from India,
whether the company will be treated as foreign company.or-an Indian company.

)) What will be your answer if in the above question, more that 55% of that foreign company’s paid-up
share capital is held by Indian Companies or Indian Citizens.

d Part 5 seems incorrect To me

dia. Similar argument for

v

IS MTP question actually comes in exom
th. I have already stoted mine © Keep

[CA Final MTP2- Nov22]
OR
ABC Inc., a company based in USA, develops cyber security sof tware and sells it To ifs Indian clients.
ABC Inc. has entered into service agreement with PQR Private Limited, a company incorporated in India
PQR Private Limited provides support to the Indian customers for the software installation and after
slesenvices, PQR Private Limited also holds 50% of shares of ABC Inc.
Explainwhether ABC Inc. is required to comply with the provisions of chapter XXII of the Companies

Act, 2013,
[May25 - 5 marks]
Answer:
) 1 terms of Section 2(42) "Foreign Company" means any company or body corporate incorporated
outside India which—

0. has a place of business in India whether by itself or through an agent, physically or through

; electronic mode; and :
- conducts any business activity in India in any other manner. |
Further Ryle z{iy)(c)(iv) of the Companies (Registration of Foreign Companies) Rules, 2014 provides

or the purposes of clause (42) of section 2 of the Act, “electronic mode” means carrying out
alec‘rronicully based whether main server is installed in India or not, including, but not limited to
online services suci:l as telemarketing telecommuting, telemedicine, education and information
r'&se.ur-ch_ ; " d
US. from the above provisions the company is treated as foreign company irrespective of the fact

o1 its 100% business comes from India.
>ection 379(2) provides that where not less than 50% of the paid-up share capital, whether equity
wpr“fe"‘eﬂu‘.e or partly equity and parfly preference, of a foreign company is held by-

o ot e

. bhe. OF more citizens of India; or

« "€ or more companies: or ‘
odies corporate incorporated in India:

.
“"Mpani -
Mes Incorporate Outside India

Y
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itizens 0 ] TP e,
* one or more C ply with the provisions of Chapt,, XXt

' com
India, bed with regard to the business Carrieg ,,

gate, such company shall

whether singly or in the aggre prescri

] be

isi this Act as may e

and such other provisions of : ted in India. td
by it in India as if it were a company ,ncor‘P::‘:‘e paid-up share capital is held By Indian Compy
0

Thus, in the given case, if more that 50 fnv India and such company shall abide
Citiz;.n it shall be treated as a company ! " ive) and Section 392 and 393 shall be applicap

isi i 0 to 386 (both inclusive
provisions of Section 38

es/
By the
e

ncorporafe in

Question 20: ‘ »
Blue Star Inc. is a company incorporated in U_SA. fo:::crs:
in India. The company has entered into following con

rs back and has no established place of b“S“'ftss

- Material Contromie
Particulars Contracts entered in the ordinary course of business '__*é%*fﬂﬁ_ﬁ
FY.2017-18 : 1
F.Y. 2018-19 . 3
FY.2019-20 4
FY. 2020-21 3 —_—

Apart from above, one contract has been entered into with its manager. The compﬂn}’h' ”TENdEd to of fer it
securities in India. For that purpose, the secretary of the company, Mr. Berry C _"'STQ" Prepﬂrgd the
prospectus along with annexing the required documents and got it registered. Expert’s consent was issyeq
in a separate statement, the reference of which was given in the prospectus.

Few application forms for securities of Blue Star Inc. were issued to prospective investors without the
prospectus out of which one such form was issued in connection with bona fide invitation to the person to
entfer into an underwriting agreement with respect to securities of Blue Star Inc.

In the context of aforesaid case, please answer to the following questions: -

() Whether the expert'sstatement can be considered to be included in the prospectus?
(i) What copy of contracts would have been annexed with the prospectus by Mr. Berry?
(iii) Whether it is valid on the part of Blue Star Inc. for issuing few application forms without prospectus?

[CA Final RTP, May 22]
Answer:

() According to section 388(2) of the Companies Act, 2013, a statement shall be deemed to be included
in a prospectus, if it is contained in any report or memorandum aq

: earin thereof or by
reference incorporated therein or issued therewith, £ e face
In the given case, the reference of ex

: pert's consent stq
the expert's statement shall be deeme

tement was given in the prospectus. Thus:
d to be included in ¢ PReaR

@ prospectus.
(i) According to the Companies (Registration of Foreign Com

- : nts
shall be annexed to the prospectus, im‘ar-ulia, namely: el Billes R0 the g g s
a) acopy of contracts for appointme

entered within preceding 2 yeqrs
In the given case, during the
material contracts entered
been entered into with its m

the prospectus by Mr, Berry

. i
: he. ordinary course of business: b
Preceding 2 years, e F
nto by Blue Stqn Tnc. 2019 -20 4

are 3
anager. So, in totq| g ¢ 2

: Opies of

. he
nd Fy. 2020-21, respec’rwew' ;as
* 7 and apart from it, one contract it
COhTr‘ocfs would have been Onnexgd W

11.16 (
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card'"g to section I87(3) of the ‘.”mPeIe Id * Itsnltln‘os A ?nu%u'???
3 \ {niey P
) A of nppl;..nlmﬂ for securities of sy h & Act, 2013, no Perdon shall (s
4 company or Inended ¢ "'l | issue 1o any persan in Endio 4
ompany as (s mentioned in section

¢

H : }, 1 Aar 5 %]
gnless the form is ISsued with q ¢
an” | 14 pros .
!chupwr XXIT) and such (ssue does not :‘unlpﬂ dbisy a1
{ . shi onfravene 1 | the provigions of this Chapler
n If 11 18 shown that the for te e .I'
cept'® orm of q gt
3 pson 10 enter into an underweit application was iaued e
NG agreement with res | connection with a bona flde invitation
Hpee! 1o securities

ar Inc has, thus, violated provis|
ons of sec | :
pfos ctus. However the Llppllt ation {orm ™ ﬁ? Hon --'IH[(;]) hy luulrm few r||l|)flf atlan forma withoul
ter into an underwriting agreement with 1"" N connection with bona fide invitation ta the persen
respect to securities of Mlue Star Inc. can be considered

1o en
! ase I8 .
R lid ax mich a cass i€ covel ed by the exception fo the sald sub-sect!
&l y-gection,

plue 5t

wt‘=
. : ro Alloys Limitec : :
) Toky? Fer U ed, a company registered in Japan, started it operations in India by

ina a Marketing Divis
s::::::lecguritics in In?:iia 'n::io:hi::fuo':fm: I;Jlm iAm‘”' 2021, Recently, the Company decided 1o 158U¢
i s srefore, is planning to circulate In India, a prospectus of fering for
gubscrlpﬂf-‘l?e:;\ :T:: : :&:Tsoft:‘hc Corf‘pm_‘y' Assuming that all the other formalities I':l this respec! 3““
been Comr - nne.x : te 1’hc person in Ch(u‘gc of Indian OPCI‘(I“UH!S ijﬂ!‘dlrl{j the ather doaumnls
o 0e o ed to the prospectus in order to reglstered the same, peferring 1o the relevant

required
provisions of the Companies Act, 2013 and the rules made thereunder
(i) Vibav Fre; a-company incorporated in Singapore i having a liaigon ofjfica in Delhi. The Liaigon office
seeks your advice regarding the decuments to be. filed - with-the Registrar along with the financial
statement under the Companies Act, 2013 read with the Companies [Re;}iﬂmtlon of Foreign Companies)
Rules, 2014,
(CA Final = Dec 21, MTP May'24]
Answer:
89 of the Companies Act, 2013 read with Rule 11 of the Companies

() According to this Segtion 3

(Registration of Foreign Companies) Rules, 2014,

the prospectus, namely:
ctus required from any perse

managing director or manager an
particulars thereof.

n as an expert;

The Following documents shall be annexed 1o
d in case of a contract

o any consent to the issue of the prospe

b. a copy of contracts for appointment of

memorandum giving full
rse of business, but

not reduced into writing,
c. acopy of any other material confracts, not entered in the ordinary cou
entered within preceding 2 years:
nent; and .
ned through duly authorized agent of

d. A copy of underwriting agree!
e. A copy of power of attorney. |

directors.
dian operations shall be advised in accordance with the

f prospectus is sig

Accordingly, the person in charge of the In
above provisions.
ompanies) Rules, 2014, every

on of Foreign C
filed with the Registrar,

(chistmti
reql.nr'cd to be

() Accordi ign Companies
ording to Rule 4 of the Foreign ComP | statement

foreign company, shall, along with the f inancia .
attach thereto the following documents: namleiy- .

;‘ Statement of related par
. Statement of repatriation © roftts o
3. Statement of transfer of funds (including

ibed in the Companies (Registratio
e abo pticulars a8 are prescr! 2
" ve statement shall include such other pa

~ "Oreign Companies) Rules, 2014.
R
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Question 22 apore : .
arc Limited has been incorP? 4 sr:sng“mg of 400000 % ' chares wher® USD 50 per share is -
{ usD 100 each: O prefere™ 1100 partly paid- u o
5 00,000 shares 0 . qup except 5, & which include P Shareg ,
The issued share capitel S fully P2 6,000 prefere" sha"™ 23,500 equity chares inRFCLimited,
RIW, an Indian citizen :o_'dszw-blelhi (India) 1S h",id'n_,? 9 of'fhe companies AcT: 2013 addresseq 1, ¢
Ronte Limited incorporateC ' yice under sectio .strar by RFC Limited for compliance
The Registrar of Companies |ssueh n aEw Jelivere he Regi e,
s
pergon whose name and address @ R B fo th :
the Companies Act, 2013 for foreig CO“‘P“S':;SS which was given by RFC Limi e Registry p
The above notice was pDelivered @ .4
Companies. St
(e the Companies Act, -
Answer the following, peferring o the pr'owsr:::s of
(i) Whether RFC Limited is @ foreign “’m'Pa nies is valid?
f notice by the Registrar of compa [CA Final Mey 22

(i) Whether service 0

Answer:

(i) Whether RFC Limited is a Foreign Company? a0 . |
As per Section 2(42) of the Companies Act. 2013, "Foreign Coerﬂ"L’_ "“:“'lsh:”z C_:"‘P;ny or bm,

corporate incorporated outside India which has place of business in India whet oyt self or through

nd conducts any business activity in India.

an agent, physically or through electronic mode:; @
ital of Foreign Company:

Provision of Section 379(2): Requirement 0 holding 0 id-up share cd .
, where not less than 50% of the paid-up share

Further, in the light of the inputs given in the problem

capital, whether equity or preference or partly equity and partly preference, of a foreign company
incorporated outside India is held by one or more citizens of India and one or more companies or bodies
corporate incorporated in India, whether singly or in the aggregate, such foreign company shall also
comply with the provisions of Chapter XXII and such other provisions of this Act as may be prescribes
with regard fo the business carried on by it in India as if it were a company incorporated in India. [Sectiot

379(2)]

In the given case, RFC Limited, incorporated in Singapore has a business place in Mumbai. The Company

has_issuI:d ey oi USD 100 each i.e., of USD 5,00,00,000 comprising of USD 4,00,00000
equity share capital (i.e., 4 lac USD 100) and USD 1,00,00,000 preference share capi‘ral (i.e 1 lac *U

100).

As the issued capital was fully paid up except 5,000 preferences shares (i.e., 5000* 50= ush 2,50 000).

so, total paid up share capital of the RFC limited is:

Equity Share Capital ' e L I

Preference Share Capital (Full Paid) UMQQQQQ/'

PT::.ZT:"?CE Share Capi'rr:ll (Partly Paid) w

1 aid up Share Capital UMEO,O—/
UsD 4.97.509%—

As per facts, shareholding by RIW, a
. an Iﬂdiqn i*i . -
26,000 shares *USD 100- 1100 shares * citizen is USD 25 ol (i
is holding USD 2,23,50,000 equi ares * USD 50) and Ronte Lj 45,000 preference share ‘“",'m,,d.a)
€q fY share capital (i imited |ﬂC0r‘pOf'afed in Ngw-De"'” o
reg

shareholding is USD 2,48,95,000 €. 2,23
95,000, 500 *USD 100) in RFC Limited: A

As per requirement of Section 379(
2),RIW, an
' Iﬂdian citi

Company) were holding more tha
in RFC Limited. nIONEH A shar'eholdin;e(?:ng:; nfe Linited incorporot=c (ar;;%m]
. 50%* USD 4,97,50,000 = 248"~

w SRR L A 'f:m(

(Oiﬂpames It
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(Fsstr) : Py e
{ Choapter ZX1T and sl 1 5% per Servion 2447
- p"at"!ﬁ.;l‘(é P J ot S aise © ’ +h
| e complyng wi g

g, 08 If 1) Were a company |
in 1nd PNy W porared in

"'““
yois ‘,.‘
- "' r
wﬂc ¢ *""ﬁ ‘ﬂ|$r'ts‘ 'Wl’ec ar

|
"
| . India g5 ger Section 397(2
| pathel garyice of natice by the Bos is yalid, :
| r' ; . : d it 1
ml, he Sarvice of notice by The Registror of ¢,
Ay, 2013, According 1« : b COmparies is vilid in the lich -
3y 10 Yhe gtz :
{ LGS Gy proces Tne lgnt of Section 383 of the
"S5, tatice, or otner document required 1o be

wian cormp shicill § o~
fi 19#‘ .‘ A p’lff,‘ i) e e to be & f, :
- ATy seryed I_‘ﬁw%?d"r
’ o Y0 ony peErson whose

| o” w’l ?Js
. and 64
dress have been delivered 14 1
gritd l ¥ » Tne Registear and ledt o :
. ,,;mnw delivered 16 Yhe Beqistror or by electronic s o AR g iR
ies L mgse

s 7

' incorporated in France, with limited ligbil _

‘mbtmﬂﬂ“ !l(,"lu‘!"f ffi‘)f!l i1e FI‘WJ‘; @; Z‘y:f::;*,zftijfi?% an f‘f‘if..z !f'l aﬁf‘!}dﬂ and started

s, 2013, 1 corapicuously exhitited o name board outside r"‘fz Z{m of .»e;mor 2827 of The Companies
ish In big block letters. In three days, the company ',%z__:i;,: 2 ”f_“"r:prirapg o e

i had not properly complied with the requirements of Section ’:6‘2 ;{ "’?g 'Mﬁi@;ﬂm T}.m

o of lapses of The fareign company, which wodd be mentioned o  fapel AN \ Rics

e

YK B WP - Nov 22]
hower _
hearding 1o Section 3872 of the Companies Act, 2013, \ <

carries on DUSINESS in Lnadia, The NGMe of 1he Mfam‘ Tre COUNTEY 1 which IT 1S incorporated, in
letters easily legible in English chargeters, ardalss in the characters of the longuage or one of The

languages in general use in the Jocality inwHich the of fice or place i situgte

v i the liability of themembers of The company is limited, cause netice of that fact:
() tobe stated,in every such prospectis issued and in oll business lesters, bill -heads, letier paper.
natices, adyertisements and other official publications of the company. in legible English
\chararters; and where it carries on business
i) o be conspicuously exhibited on the outside of every office or .pieaz . it on
in India, in legible English characters and also in legible characters of the langacge or ohe of the
ne office or place is situated.

languages in general use in the locality in which T
Hter Yaking into account the provisions of Section 382 of the Comparies Act, 2013, the following are the

by the compary:

f The company has exhibited the name of the compary " E@;m"ﬂ;i“:w’ Ei :‘cﬂ: "‘ xd“’f

the country where it was incorporated Further, it A28 70 of fi :
dwinm ice or ploce is situcted.

. ¢ or one of the languages "
e o4 The fact that the members
¢ limited act the
) Further the company is one where The liabillz:h c:fbﬁ" w“"oﬂ" mim,-,dg of every office or ploce e in
'iubillfy is limited has not been corsp:cuouﬂzso in legible charocters of the language or one of the

Saroda, in legible English choroc?®™ * % o oda
in general use in the locality 1€

locality in which The
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The General Clauses Act, 1897

1
: , both iri
aﬂf_’ M:n’::""um:m aﬂ;:':':ﬁ Chartgred Ac;ouman?s have met in a conference for CA students.
hc:lwl'\gT i?-je il bu e meanlng of Financial Year. They have approached you as a senior in
essnan7; T:s s :h out the meunu?g of Financial Year as per the provisions of the General
1872. Also, brief them about the difference between a calendar year and financial year.
[RTP May 21]

W ApS
ot are
the

aascj Acf,

OR

antis *Financial Year” under the General Clauses Act, 18977
[ICAT Module]

OR
4 confusion, regarding Th# meaning of ‘financial year' arose among the financial executive and accountant of
s company. Both were having 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, 18972 How it

g different from calendar year?
[MTP Nov 22, MTP-2 Nov 23, MTP May 24- 4 marks]
Clauses Act, 1897, financial year shall mean the

Answer

Financial Year: According to section 3(21) of the General

year commencing on the first day of April. The ferm Year has been defined under Section 3(66) as a year
eneral Clauses Act, Year means calendar year

reckoned according to the British calendar. Thus, as per 6
which starts from January to December.
from first day of April buf

Difference between Financial Year and Calendar Year: Financial year starts

Clendar Year starts from first day of January.

i He sold his land and the timber (obtained after cutting the

%Med a land with acknowledgment due. :
fitt frees) to Yash. Vyas wants o know whether the sale ;::fc i?lmber"A f:ﬂ;g;i:ﬂ'f fo sale of immovable
Poperty. Advise him with reference to provisions of "General Clauses Act, . .
[May 18, RTP Nov 19 MTP April 19, Oct 19, March 21, March 22, RTP May'23, RTP May'24]
' ' OR
ral Clauses Act, 1897?
[ICAT Module]

¥hat is “Immovable Property” under the Gene

Answen
ey le Pro " rSection 3(26) of the General Clauses Act 1897}

vab) 7 : _
r(,) Lﬂ:d Property’ shall include:
. ¢
ﬁii? Be'_‘eﬁfs to arise out of land, and
(i) :h ings attached to the earth, or
ermanently fastened to anything attac

1t;
San; y : lan
% N inclusive definition. It contains four elements

€arth and thi ] fas?erlcd to anything
ings permanently e negative an

hed to the earth.

d, benefits to arise out of land, things attached

attached to the earth. Where, in any enactment
d not exhaustive, the definition as given in the

T enactment.

Me o
"Nition of immovable is

Beng, property o
| Clayses Act will apply to the expression given in tha

ses Act, 1897 )
L ————— T ———

The General Clau







MNTts q
e | car

Act UL, that Whethe, - e wWith. T “A BHUBMAM SiNGHA
ﬂ::’ In the given T,e‘l'e lfdr"' ‘itsm"waﬁh
. 1

!

ye the low will never aliow the 'r.:‘m::,d hay 1:«s:dw::'( “f": ﬁouh;h?:;:;f::,.:; Section 3 of the

B *shall* Usage of word nl-\, on of Com Y with shoylqg be h’)k?n as mﬂs :nndmof‘ylor
o b'] for its formation ¥ here Makes 4 “awfy object Here th R o f‘gr‘_e‘
ﬂ"w ndat ory for q company fop l:;r::::::n r:ayf

ce o
P ’
.-Nflu the following term Affidayiy with reference 10 the 6
€ Generql Clauses Acy 1897

nswer

3 . [Nov 19, No 20, MTP )
ffidavit 1100 3(3) of the Genery) Clauses Acy 1g v 20, MTP May'25]

jecloration N the case of persons by law allowpdh“*"‘?ﬂ Aff

Or declare ingt
gbove definition is inclusive ead of swearing
The This definiy 'N Nature. It spotes that Affid
feclarations 's. ctinition does not define af fidayit How ‘aavit shall include affirmation and

[Nov 20]

Inthe instant case, the purchase of diamond erfiaments by Mrs. K from a Jewellary Shop,

the owners of
which

are notorious and indulged i smuggling activities, made in good faith, will not convey good title,

Asper section 3 (22) of the General Clauses Act, 1897, a thing shall be deemed to be done in “good faith”
Where it is in fact dope.honestly, whether it is done negligently or not. The definition of good faith as is

Qﬁﬂel‘nlgfyjund;rgtggd in the civil law and which may be taken as a practical guide in understanding the
/@_@mnm the Indian Contract Act, 1872 is that nothing is said to be done in good faith which is done
§\ ‘\w\iw due care and attention as is expected with a man of ordinary prudence. An honest purchase made

“arelessly withoyt making proper enquiries cannot be said to have been made in good faith so as to convey
$od title,

Question 7

The .ﬂc‘? done negligently shall be deemed to be done in good faith:” Comment with e help oF ithe
'SI0nS of the General Clauses Act, 1897. [Jan 21, MTP-2 May'23]

OR "3
. s the provisions of the General Clauses
) ith'. Explain it as per
the term 'Good Fai

Whay do You understand by lessly without proper enquiry. Whether the purchase

Ao, 1897 mr. x purchased a watch from Mr. Y care
Could said 1o be made in gOOd faith. [Nov 19]

OR

. jth'. Explain oS
Ay YOU understand by the term [MTP Aug 18, March 19, Nov 20, MTP May'25]

per the provisions of the General Clauses

: ide i have been done
. 1 i« not malafide is presumed to
!“M e and attention, whlcP} ;:5’ :;’szs Act, 1897, a thing shall be deemed to
" «@nything done with due car 22) of the Gef‘e:’hethe, it is done negligently or not.

_ _équiﬁ-.. But, according to section 3

nestly
" *g00d faith” where it is in fact done 2 ) “
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r & SHUBHAM SINGHAL — Telelcioqse; jt&}iﬂﬁ@&n is to determine with refgrem

the General Clauses Ay 159-;

ngd
The

tha
' +h under the Generd derstood |
g ﬂa:‘h:ﬂch case. 11 18 *Wafori; 1o constitute the thing done in good foig,
to the circums? imary 4 as done in good faith
ng the Act 650 FC o be ferme as per
considers the honesty in doing

Is
- figence may ¢
therefore the act done honestly put with neghd

1,1897. . This definit
General Clauses Act, scfined diff erently in different enactments. This definition of the 900
erin

: inition of the term “good fajtpe
ins a speciol defint o "
cz:r:\‘:nt has to be followed. This d_ef”.mm,m may be applieg
ontext, and if that is so, the definition is not applicgp,

The term “Good faith” has been oh
taith does not apply to that enactment whic

there the definition given in that Paﬂ'c'j’lnr e
only if there is nothing repugnant in subject or ¢

Incom::':x Act, 1961 provides that the gratuity paid by the government to its employees is fully exemyy

: - the term 'government’ and clarify whether th,
from tax. You are required to explain the scope of ,

c;:nption from gm:?; income will be available to the State Government Employees? Give your ansyer
' isions of the General Clauses Act, 1897.

in accordance with the provisio (Jan 21, WTP-1 May 23
Answer . ' :
According to section 3(23) of the General Clauses Act, 1897, 'Government’ or ‘the Government’ shall include
both the Central Government and State Government,

Hence. wherever, word ‘Government’ is used, it will include Central Government and State Government
both.

Thus, when the Income Tax Act, 1961, provides that gratuity paid by the government to its employeess

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

e

Elucidate the term "Commencement” as per the General Clauses Act, 1897

- [MTP April 2
Section 3(13) of the General Clauses Act 1897 defi
" 4 ‘ def'ﬂzs ‘th "
Commencement used with reference to ¢ ferm “Commencement".
Regulation comes into force. oS, Regulation, shall mean the day on which the Act of

A law cannot be said to be in force
) unless
:..Xu‘Clse c!f authority by a delegate ;mp:,:::s d operation by legislati tment, oF by e
in operation in a constitutional senge” tho h': .?o brlng it into open ?'V gisiative enactm .wm e
Vs. Chandrasekhar Singh Bhai — ATR 197,:)"16’;'5 not in fact in °Pem{:-'l°ni1‘rha theory of a sftﬂ 0 isé0
98), lon has no validity. (State
Question 10

Mr. N is caught stealing a bicyclg, an ;t;fé

e o
Tt T~

379 of the IPC, the punishme RS Purishabl yr . . |
. { nt lez u y
levied under the General Clay for theft was Charged 096:::’1:: the Indian Penal Code. According 585::11"

i ing 10 °°
applied in :m. Elc}bom"‘e how the term "lmPr'son-n the
e with the relevant law specifi¢’’

e ses Act, 1897, can be

[RTP o2

A R -
'

e A e
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Anawer jus that vy oy

Py y : he same 1ime With
Section $03(1) of the Companies ALY, :Hi”'f:" (4 gubaldliary SompaTly ”1‘ ""“l mare tha oty

ep LA L un ahe \&
T o """'h' ';"‘I"::‘: ;‘;l-" 'uf halding company be appe Yubsigig,
the lgaue that whether a whols Time & (fary COMpany
iy ¢
§ (1 only one subsle P

ik oo - nppom'.l J ' g Al "‘9, t."‘ﬂ\‘lt". that the ward singula shall in e
11 can be noted that Section 13 of Ganeral ”ﬂu:’lu 1||; gubject or the confext. Thus, o whole Ve ke

0

Yhe '|1|Ul‘fl" unless there I8 .mﬂhlnq |'!.|Jllqufl h'il}lfﬂ"/ ummle as per {he present law
mrmuanlnl‘pp,rsunnu.l may hald of fice In more than ane #uE

fon 1 , don 27" Beptember, 2018 Refon
mzl’ I‘.’:‘d :gr_lnmg a dividend for 119 shareholderd In 114 ::{:ﬂfh!";’.‘ﬂf;'.;, m.lvu’nl o
to provigions of the Genaral Clauses Act, 1897 and Compan e

the dividend?
The hich Komal L1d. 18 requirad Yo pay Th . i
i: 1:: :ﬂ::: 3:::3 :m:-h Komal L1d, (8 required 10 trangfar the unpaid or und laimed dividend 1o e

dividend account?

"

[Nov 18, MTP May 20, MTP May'24)

OR
The Companies Act, 2013 provides that the amount of dividend remained unpaid/ ",'_'"'"'""" On expiry of
30 days from the date of declaration of dividend shall be transferred to unpald diw{tlnnd account within 7
days from the date of expiry of such period of 30 days, If the expiry date of such 30 days (s 30.10 201
decide the last date on or before which the unpald/unclaimed dividend amount shall be required 1o be
transferred Yo a separate bank account in the light of the relevant provisions of the General Clauses Acy
18977
[May 19)
OR
Excel Ltd. declared dividend for its shareholder in its Annual General Meeting held on 30/09/2017, Under
the provisions of the Companies Act, 2013, company is required to pay declared dividend within 30 days

from the date of declaration. As per the provisions of the General Clauses Act, 1897, discuss what will be
the commencement and termination time for posting of declared dividend.

(MTP March 18, Oct 18]
Answer

o~ PR vl ﬂf‘c G.‘Mm Clauses Act, 1897, for computation of time, the section states that inany
legislation or regulation, it shall be sufficient, for the purpose of excluding the first in a series of doys

or any other period of fime to use the word *from” and f '
or the includi | of
days or any other period of time, to use the word "to", B i it ot s

30™ day .. 27/10/2018 will be included, ¢s of 30 days, 27/09/2018 will be excluded and &'

Accordingly, Komal Ltd, will be requir

inclusive) equired to pay dividend within 28/09,2015 and 27/10/2018 (both 4"
i, T i idusd:

e - AS per the proyisi Act
f:ims’f:: ":hﬂ i:"dend has been deldared by a compl:lm‘ﬂslons of Section 124 of the Compan” 30
ays Trom The cate of the declaration, tq any sh, hnY but has not been paid or claimed withit

the company shall, within 7 days f, areholder eniyy divide
total amount of dividend whi:’:u om the date of expi ed to the payment of the :

: Mmains ; ry of the sq; : nsfer
company in that behalf in any scheduyled "l;:lr'::ld oF unclaimed 1, ; id period of 30 days, tro e

Therefore, Komal Ltd. ghal| transfer the yn
October, 2018 1o 3rd November,

10 be cqlley the .U:Peciq' account to be opened
paid/ UﬂC'ﬂimw divi d

Paid Dividend Account” (UDA) Sath

2018 (bﬂ"h da}" i end to UDA within the pemod of °

R T e g
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10 ;he provisions of the Genar-c;rc%!s% jd itsmtln05

,!t"’ Jlation colmes n h_o::e_ Give reasons q|s o, d out the day/ date on which the following
et of Parlioment Which has not specificqy

: menti
L gecurities and Exchange B.oqrd of India oned q

particular date.

' (Tssye : ,
AU nt) Regulations 2015 was issyed by SEBT vide N::iffuplTQI and Disclosure Requirements) (Fifth
" jgt January, 2016 cation dated 14th August, 2015 with effect
o

OR [TCAT Module]

does an enactment is said to have come |
\'ru of IS enforcement. Explain with help of
g

nto operation |

f Thc Act h 1 & )
an example as as not specified any particular

Per provisions of the General Clauses Act,

[MTP March 18]

pnswer -

0 According to section 5 of the General Clauses Act, 1897
_tned a particular date Yo come into force, it shall be 1
segssent of the President in case of an Act of Parliament.

where any Central Act has not specifically
implemented on the day on which it receives

@) If any specific date of enforcement is prescribed |

$ €rom such date n the Official Gazette, the Act shall come-inte
uforcement from su :

Ths. in the given question, the SEBI (Issue of Capital and Disclosure Requirements) (Fifth Amendment)

Reguations, 2015 shall come into enforcement on 1st January, 2016 rather than thedateof its notification
n the gazette.

Question 16: W 5 b
Repeal of provision is dif ferent from ‘deletion’ of provision. Explain

[Nov 18, MTP Oct 19, Nov 20]
Arswer

I"Nevrangpura Gam Dharmada Milkat Trust Vs Rmtuji Ramaji, AIR 1994 6uj 75 case, it was decided that
Repeal of provision isdndistintion from 'deletion’ of provision ‘Repeal ordinarily brings about complete
wliteration (abelition) af the provision as if it never existed, thereby affecting all incoherent rights and
¥ couses of action related to the ‘repealed provision while ‘deletion’ ordinarily takes effect from the date
j itlegislature affecting the said deletion, never to effect total effecting or wiping out of the provision as

\ ¥ ithever existed

Qstion 17
are two ways to reach city A from city B. The distance between the two cities by roadways is 100
:“"d by water ways 80 kms. How is the distance measured for the purpase of any Central Act under
Provisions of the General Clauses Act, 18977

[Nov 20)
Awer

G Srement of Distances [Section 11} In the measurement of any distance, for the purpases of any

guloﬁon made after the commencement of this Act, that distance shall unless q
~eren INtention appears, be measured in a straight line ona horizontal plane

e

g VK had ) f a land for which a legal suit was pending in the
al ' the ownership © :

O The cnur‘tm;g dl:PU?C "!9:1"“5";9 hearing on 29.04.2018, which was announced to be a heliday

M!m JERCH gt , the computation of time of the hearing in this case under

“‘59! ly By the Government. What will be
"0 Clauses Act, 18972

|
{Jan 21 MTR.} May 23)
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'l * Ma.’".' ? '_J / " .‘.’ St ‘. ]
YOUR A BH?MDY § Kolkats on 3017 phigF Court Wwas Coses 4
A SHUBHAM 31N mﬁeg '.!.f, ' H'ﬁ ,”Y et 20 A il
d to submit an app : J nfoﬁ-ml' | remedy & .
Ajit was supposed 10 be submift Examine

day on which such appeal crtiuld s id-19 ic

total Lockdown all over India dueA 1897 pand

provisions of the General Clauses ACT, |
gtion of FEARGTIOR Ay o

Answer f ;
nsw er any leg's
’ 7 where 2Y L cortam dov & il
neral Clauses et 189 t OF sffice on o L

According fo Section 10 of the Ge & o oyhbumedon e .,
or proceeding is directed or allowed 10 e  1oded o1t ikt
a prescribed period then, if the Cour‘r or o e or faken in 4
the act or proceeding shall be conSude.red.as e
day afterwards on which the Court or office . % G
. ¢ dispute between PK and VI, on 2904 2014
- ring 0
In the given question, the court fixed the dc?;:;f hearing
which was subsequently announced fo be a holiday-

] 29.04.2018, shall e extendes %
Applying the above provisions we can conclude that the hearing date of

the next working day.

7%, W A
Miﬁﬂ 19 . ‘ + 1957
Examine the validity of the following statements with reference 10 the Generch Clauses AcT, 125

s e immovable propert

i.  Insurance Policies covering immovable property have been held to be l le property

i, The word "bullocks" could be interpreted to include "cows”". pir,

[July 21, MTP-Z May 25

Answer .

i, TInsurance Policies covering immovable property have been held to be immovabie proper™y s
statement is not valid.
1f.‘nsur'cmce policy is_ a wriften document containing an agreement between the insurer and nsurss B
includes a matter intended to be used or may be used for the purpose or recording of The meTF

Hence, the insurance policies covering immovable property is not covered under the defim™on of
immovable property. ;

The word 'bullocks’ could be interpreted to i
o include ‘cows”: This st :
; : atement is not valid
Where a word connoting a common gender is available but the word i ] e
used conveys a specific 327

féengp | G Spe
Y 'Ccms'_a Clauses Act, 1897 do not apply. Thus, the werd

there is a presumption that the provisions o
bullocks’ could not be interpreted to includ

dgpu” Fms'ﬂg resglution ® > I:
of one of the ment of company. Mr. Munim apee™ "

it Pal was not : dire o

oF difmesl o] MORI WG Yroper rmo::':‘ormmg his duties ho,,c::‘ of company. After one ™

order is not valid as Board of Directors had uu;hor- Rupal fileg a Y. Mr. Munim issued the 7
ri

for dismissal. Whether is M. Rupal correct ik Sed Mr. Myn;
IS w.
Answer P

As per the provisions of cors: -4
. section 16 of § 22 Moy ¢
bei the Genep, | [MTP April 22
wh:'?hl::ﬁri::g::u:: the appointment sha)) als 'Ses Act, 1897
any other Qufho'..i.‘.y in exe: hﬂ\‘e wer Yo ‘sus - ?he Mhﬂf'l‘fy ng Ere THE -~
Cise of tha havin #

T Power or dismiss any perscnh e

peﬁﬂon n ﬂ'te court that his :IS}""E’:j
m !

-

only for appointment of empicy?s ™

s TNy

e 1

S0 ﬁ%:&&m
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was
v f
'ﬁ;d the & the validity of d empl Ry :
4 o e validity o o . gL er one mont
o' ;M”:"f; fmpfoyees not for dis: 'sal order with the :m‘ds I:“ employee filed an application in the
M e issal. at Mr. Munim was authorised only for

. of above provisions and facts of th
e case, M
Clauses Act, 1897, pow . Mr. Rupal was n :
‘ : e = ot cor '
power to appoint includes power to sus;ea::i:l: Z;:‘:m‘ff bem::e
iss. Hence, Mr.

é
dismiss Mr. RUPCI'.

fﬂmr pas power 0
ion 21
Qs ect on theim le I
s the ¢ f; o erpfhrne n'ra'.ru?n of the Rules that are issued between i
of mﬂcmcnf. xp P e provisions of the General Clauses Act, 1897, gl e
[MTP Oct 18]

M’?« les or b e-laws and issuing of orders between passing and commencem
w@_}ﬁﬁ ent of enactment
where, by anY Central Act or Regulation which is not to come into force immediately, on the passing
ferred to make rules or bye-laws, or to issue orders with respect 1:; the applFi’cafion
of any Court or the appointmentof any

hereof, @ power is con
of the Act or Regulation or with respect to the establishment

person by whom, or the time when;or the place where,
r the Act or Regulation, then

Judge or of ficer thereunder, or with respect to the
hing is to be done unde
lation; but rules, bye-laws or

o the manner in which, or the fees for which, anyt
fhat power may be exercised at any time after passing of the Act.or Regy
¢ Act or Regulation.

orders so made or issued shall not take effect till the commencement-of th

#F 9

eing made after previous publications as

Explain various provisions applicable_to riles or bye-laws b
23 of the General Clauses Act, 1897.
[Nov 18]

enumerated in Section-
r previous ublications Section 23 of the General

Answer
licable to-making © rules or bye-laws afte
Act, 1897]: | |
¢t or Regulation, @ power 10 make rules or E?ye—laws’ls gxpressed to be given
¢-laws being made after previous publication, then the following

Where, by any Central A
subject to the conditiono
laws: The quthority having power to make the rules or bye-
rules or bye-laws for the

Vavisiom shall apply, mmg[y:
) Publish of proposed draft rules/ bye -
laws shall, before making them- publish @ draft O'f the proposed
information of persons likely 10 be affected thereby. |
The ublication shall be made in such manner as that authority
i t to previous publica

() Topublish in the prescribed mant o |
if the condition with respec
gcribes:

f the rules or by

tion so requires, in such

deems to be sufficient, or, 4
man oncerned pré
ner as the Government ¢ shall be published with the draft a notice
() i annexed. with the ublished dr; 1;71::;‘:3 +aken info consideration;
Y whiCh the ra : _ c
3 specifying a date on or after other authorities: The uufhorlfy_havmg
I Consi : - wules or bye- laws are to be made with the
ity, that authority also shall consider any
/ ke the rules or

ity having power to ma

power to make the rules or of
sanction, approval or canCUrrence 0 or
’ : the a o5
: ve :

objection or suggestion which may be r’ece;h before the date 50 speCIfred.

bye-laws from any person with respec official Gazette of @ rule or bye-law
pu lication s mabE cules or bye- laws after previous
have been duly made.

(v :
) tified in the officidl azetle T ige of @ power
Purporting to have been made N exerc e OF bye-lows
(usive praof that the rulé

publication shall be cont
J—
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. ho was hll‘lnij hig expert
. - Mr :ihyum. w : 1
Quertion 13 fraudulently deceivad hig cluﬂfi (raudulently both under the A

Me Ram, an advocate has frou it lnble 10 0 {ine far act n?uloﬂ o fo whether his of fence
readpesncfh- No;u. M;.FTT; Act, 1961 Svate the qul:l 9?

1961 a8 well as the Inco A lauses Act,
under the both the Acts, ag per the Genaral

dw”ﬂr
dvmmu An.

8 pumshqu,
[RTP Nov 18, MTp April 2

26] Where an act ¢ :
Am*.r ﬂnﬁﬂﬁlﬁmlmlhll U.Udﬂ.crmm' / h ‘hl nffand:tfls;\jili be liable 10 be p:::::fs:on
Fraviaien ‘".U'“' (f ";.",,;,.j,,‘ 1Wo o More enaciments, Then hall not be punished twice fop the o
“"\IHMH'T (:n ‘:. ]:‘,m,‘ e any of those enactmentd, but Same
ane |||Il‘,|'i ed uhder

of fence.

. T r
Thus, Mr. Ram shall be liable to punighed under the Advocates Act, 1961 or the Income Tax Act, 1961 bt
ghall not be punished twice for the same of fence,

Question 24 :
What is the meaning of 'Officlal Gazette' as per the provisions of the General Clauses Act, 1893:0 2
Vel
Answer
Qfficlal Gazette[Section 3(39) of the General Clauses Act, 1897 Official Gazette' or ‘Gazette! shallpecy
(1)

The Gozette of Indla, or
() The Official Gazette of a state,

The Gazette of India is a public Journal and an authorised legal document of the Government of Indo,
published weekly by the Department

of Publication, Ministry of Housing and Urban Affairs, As a public
Journal, the Gazette prints officlal notices from the government, It is authentic in content, accurate and
strictly inaceordance with the Government policies and decisions, The 9azette is printed by the Governmert
of India Press

“Question 25

A notice when required under the
Instead sent by “registered post” o
by "registered post”
Clauses Act, 1897,

ﬁ“r:t:::rrhru!t;; fo be sent by “registered post acknowledgment due’ &
Wnether the protect| ) _ : fis
under the General Clayses Act i 2 *enubI:,: :ipr‘esumphon regarding serving of no

examine the validity of such notice in this caseferring BRI v iglona of tne 5

(RTP May 18, May 19
What is the meaning of service by post ag per pr'ovzln
(May 18, MTP April 19, oy zoofw;fn}\:; 21 ey Clouses Act, 1857

21, TP Nov 22, MTP-1 Noy 23- 3 marks)

As per the provisions of Section 27 of the Gene
requires any document 1o be served by pogt A
be deemed to be effected by: A ratue

(1)  properly addressing,

(if) pre-paying, and
(ii!i) posting by registereq post,
A letter containing the doc
in the ordinary czguru of F:;nent o e

Answer

al ¢ -
n unli?sm Act. 1897, Where any legislation or f'”guluﬂzn
5 0 differens intention appears, the servicé sh

effecteqy i X
Therefore, in view of the qly % the time at which the letter would be d¢/1¥6 e
N vi © above proyigig,
notice that a notice when required u‘ since, the ""ﬂﬂory -
acknowledgement dye' then, if notice nder gqiq Statyt, Fules itge)f Provides about the €™ .
said rules. However, if gych provision S by "'egil're.rz Fules 1o e sent by 'registere® "
by registered post only shal) be deemeq 1’::1 Provided 1. 5 posy’ only it will not be the Comm,m?; p
e tff!tfgd “u*ufow rul Kk £ not!t
. 4 es, then service 0
i ‘. m 5

SN . e |



in similar case of 1p United ¢,
LAl

'"lntl‘r( i

P

| B e
red under the ‘-'Tilfulury 4 O gmt’}n0a5
“ﬁh“:i::{":-lfgtlﬂﬂ'nl post’ r‘.l’ll)’. ”t!’Te;I',;e ddpml]_
”n
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9, ATR 1994 Del 181

A
4 FEr =

Pro tion ¢ rﬂ'&:l “DSered post ,..,_W_,m_wy&”"” due’ is
. “p £ S X :

y po"' under this section of the Act Neithey engh. 'r;'l.fan ny,qr,-;.,-__,’ $erving of mest A
4 e - £ INE e

%:z;—rd) gtaying in Delhi. rented hig flay o

U
" e vacated, one-month prior noyice i to b

¥

OR

Jike has lent his house property to Mp Wise at g mg
i W

ement was due to expire in neqr

. ugt':t and he has sent a notice 1o Mr.

h:nd does not want to vacate the pro

W;‘u;ol. Now, Mr. Wise has contended t

::.-r:nm to vacate the pr‘oper-t'y, As per th
Jnofice was served to Mr, Wise.

Wise fop the

o Ml" E {‘?. i) r 7
between them that nant) for &2

t be_'awen ToMr g Af?grg;gmm

nthly rent of Rs. 15 0000 per month
future, However, Mr u

terminatig
Perty and hence has ret

hat the no notice was se
& Provisions of the Gene

Fun
.Jﬁ‘;‘:d Upon SOund EXDOSition o)
¢ SADPOS N g EL ]

0,000 per mont to
dllrlﬁg the ?grap_c, period if A requires his
ONThS o notice was sent i
9 refused 1o pe Gccepted by Mrs. C (wife of

ce. Examine_ as per the General
[Nov 22]

The yeariy
ntirue Trhus
n of the agreement Mr. Wise on the
Urned the notice with an endorsemeng
rved to him and hence there is ng riged
ral Clauses Act 1897, discuss whether

\ike does ngt intend to co

i g

iffected by:

(i) properly addressing

i) pre-paying, and

) posting by registered post.

5 i it held that where
[} InSmt Vandana Gulati Vs. Gurmeet Singh alias Mangal Singh, AIE;E; zﬂslldfz,r;e::?i n:Na e 5,

hotice sent by registered post to person concerned at proper a

g contrary is proved. _ b i

3 ::n‘?:‘ :?:hc;?m: ::le:!thu Sin;, ol e 53 100 was:‘eldn:h:;::r:;:orsemen? of refusal

"'"dlid by re';%ster;ad post and the same is returned by the tena

: d
"t will be presumed that the notice has been serve

med service of notice.
i icient to prove deemed s
Other Words, Endorsement 'not claimed/not met' is suff

Mr. B by registered post which was refused 1o be
D the o; J ed the notice to Mr. te the flat on ground of non- receins
» igwen!:m::'?n'fMF'fAMha;JSi.:wever e st b7 I AT Pt e
rs. C (wife of Mr. B). ' ice serve : e 8

f Notie, the notic : ven to Mr. B.

2 g nec h; i ri;usidi;ri:ss;r:provided one- month prior notice gi

* "€ notice sepye, y Mr.
tShion 27 : . He was regularly filing
. to his new house

aﬂc 27 . d after some time he sh‘uftec:m Income Tax Department. The Income
%Iuc hit Purchased a new hous.e bk date his address with 1‘1he. time limit for reply was 15 days from
. oMe Tax Return but he did not i to Mr. Rachit whereby to his address which was in the records

.d‘p‘"'fmwr sent a show cause no*ncle sent by registered post

" the o' Motice. The notice was properly

esent owner of that house refused
ax eached at old house and f;eninmo" B
me g ,~
*u'lu;ep';m Tax Department. T he' nc:;iz’; L Tt Tk e
“hit that notice. After a certain , g
‘He

did not receive the said notice
he should not be charged as he
that he
"ested the department,

3> L+

897
The General Clauses Act, 1




YOUR (A BUDDY s Act 1897. whether SEHED &7 1T Show
( ceHLIAM 1i FHAL se g j ¥ '} th
s vision o Gieaf rZI “iaau' gred, proP® gervice of notice? Eive your om:‘,
Advige in terms of the pro ”]:éo be ij’)&ln b

 the Tncome T0X DgPar;rfnthe General €18

o the pronSIOns
However the notfice could not be served on ey
£ _ p. did not appear in the court g, o
L/’

| ur
earing in the <7 hus, M
A notice was served o Mr. P for apP nd locked: T ral Clauses Act, 1897 and deten,.
TMing

p was fou e
of the fact that the house of the Mr the Gen

) ' rovisions 0
said date. Examine the gituation as-P‘”' the P
whether Mr. P. will be liable in the given

P r
05 [MTP May 24 - 4
Mary,,

notice b
with reference t

iuation.
situa [MTP Aprij 5

ation or regulation requires

7, where any legis!
the service shall be deemeq

Answer
According tention appear‘s,
document to be serve

be ef fected by
(iy properly addressing
(i1) pre-paying, and
(iii)  posting by registered post. _ ¢ Jagdish Singh vs Natthu Singh
' isi by the apex codrt If case of Jag ngh, where
Further, on the basis of decision taken DY : o " 1d the same s ~eturned by et G

a notice is sent to the landlord by registere . e
endorsement of refusal, it will be presumed that the notice has bee

to section 27 of th ifferent in

d by posT,

rved.

w cause nofice properly by a registered post

n the records of the department. Hence, it was a proper service of nofice
of house to accept +he notice, will not amount to- that the notice wes
e duty of Mr. Rachit to update his address

In the given case, the Income Tax Department sent the sho

at the address which was i

Further, refusal by current owner
not properly served by the Income Tax Department. It was th

Therefore, Income Tax Department is correct in its decision.

Question 28:
The Ministry of Corporate
further to amend certain rules un
draft Rules already published. In the light of the provi
following:

(i) Is it required for MCA fo publish a draft of the proposed Rules?

(ii) In case of any irregularities in the publication of .

_ the dr i '

(iii)Is MCA entitled to make suitable changes in the draft? G s

(iv) Is it necessary fo re-publish the Rules in

th
bt e amended form when the changes made are

Affdirs (MCA) published in the Gazette of India, the proposed draft of Rul
der the Companies Act, 2013. The MCA made some modifications in tr2
sions of the General Clauses Act, 1897, answer T

ancillary fe

Answer [May 2022
The answer can be given in terms of i
. ' FEP section 23 of the
answers in the light of the given information and the releiz::r;q Cllauses Act, 1897. Following shal
egal provisions:

() Yes MCA is required to publi
publish a d
be af fected thereby. raft of the proposed Rules for the information of persens kel

(i) No,in case of any irre ities i :
2 gularities in the publicati
in the Official Gazette of a r publication of the d :
ule J raft, it esti Th
the rule or bye-laws has been dul::nzze I:w after previous Publicc:::'nﬂ b: e gof T
e. It rais ion, shall be conclusive pres

of the rules in the Official oo €5 a conclusi -
Gazette, it is 1o be clusive presumption that after the puo

h
| be 1M

o

Ubhcﬁ"
P e

(i) Yes MCA is entitled to make sui

_ A e suitab es i

(i) No,it is not necessary to re—publi:h Li:iz:g '
esint
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A B INMAM Sibachiini
W::;tm} 6F ™he Income Tax ocy 1a
fiof

a1, idnat =
fra plic AN substantially lnflfrt:ﬂTErJTere rjq d. 1|{t,8m]‘1r!rn05

. “iny I8 saiq 10 b -

’ AfTer thP ’mp‘m wh . : 0 be ac¢ fiﬂn[a'tﬂ*f in which
i Pumz! Act, !9586 iEihe Inrm:‘:":‘ﬂ? of Compnnms A(1Y ?m"; T rtqmer'nl Under section 29 of the
Mvd qection 2(18) _ Lome mt_AcT, 1961 Xplain s “, The rrarrrqund,m’ charge has not been

n 97, how will the Provisione : 'h"ﬂferenf_p_ :
o pct 18 he enactment of 4, s€ction e(1 Naa) of o v 910ne of the

: 0
dered i e © Companes Act 2013, the Tncome 14, Act, 1

Gereral
961, will e

M""‘r. to section B of the Generq| Cl
Acaf:;:gcommenccmen‘f of this Act, repeals and Fe.e

p enactment, then reference, -
e

[ETP Moy 2|
aUges ACT.!

0, in Gauri Shankar icur v.lsta‘r: of UP, a1 1994 5¢ 169, it wag held thqy every Act has its own
sinction, If alater Act mere Y Makes q reference toa formep, Act op existing law, it i only by reference

eals new lay subsequent| ;
ol emendments, rep ‘ quently made | have effg.y unless it is s ‘
::vunf provision of the section of the Act ¥ operation is saved by'\the

i Sridhar has issued a Promissory note, of 1000 to mp Mohan on 1744 May 2622
dte Affer that, a sudden holidoy was declared gp, 20th August 2022 due %o
povisions of the Generq| Clauses Act 1897, what sh

ould be the date of presentm
for payment? Whether i+ should be 194 August 2022 o 21st A

JXONN

Payable 3 months after
Moharram ag per the
ent of promissory note

time if it is done or taken on the next day
lerwards o which the Court op off ice is open,

:ﬁmsory nete of %1000
N@@y@fter date. Aftep

v given €ase, the period of 3 months ends on 17th August 2022 Three days of grace are 1o be added
Iffﬂﬂs due on 20t August 2022 which declared to be a public holiday after the issue of _Promussor‘y Note,
nthe light ¢ Provisions of section 10 of the General Clauses Act 1897, the due date will be on next day
" office IS open i.e., 21st August 2022,

was issued by Mr. Sridhar to Mr. Mohan on 17th May 2022 which was

payable
that, a sudden holiday was declared on 20 th August 2022 due 1o Moh

arram

+eston 39 _ |
'Nép"’ ffence more than once ” Explain in the light of
i "’Wiﬁo::n shall bfz Prosecuted and punished for ﬂ;e 15;1;1; 0

.' oF Section 26 of the General Clauses Act,

| :

l enactments, then the of fender shall
:” 1o O omigg; ' n of fence under two or more
‘ﬂbic 10 be Mission constitutes a

nactments, but shall not be
Prosecyteqd and punished under either or any of those e

[May 2023, RTP Sept'25 . 3 marks|)

d fWice

or the same offence.

The General Clauses Act, 1897
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' s foond section 166 ’
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riess There & onything rEpUgRITT
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&P

sekrion16b of Fhe Comparves Act, 2013, are et only spplicable to males but aiso to females. There!er®
[ [\ ihrsfeeis Crandre s bounc = comply by Section 166 of the Companies Act, 2013.
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St o L H = . CASHUBHAM SINGHAL
r.’TLai i an importer dmhnIﬁ!E ﬂd . ﬂtsmt|n05 TAREAEIE
W i."'"g': ty of 15% on the value of luxy Y Pef'f.umes, Recenti
lﬂln o hl fh - :
d“ 4 you to exp m the provis .
M‘gauses Act, 1897. Also, help he:‘n: N relation to -Dut:T:t N:T‘ Mr. Chaggan Lal has
' e .
e Pu-fumcsa sach valued ot $50: 0 calculate the amount of dst:n Pro;‘:l’a in enactments’ of
,sﬁ" on a Shipment of 100

ot
[RTP Sept 2024]

K v duty of customs or exc
. forcc any ) ISTOMS or excise :
in or in the nature thereof, is leviable on any gi tity, b
! ven quantity, by

b alue
: gt pessure O ° t~-?f any goods or merchandise, then a like duty is leyi
I Seon any greater or less quantity. e duty is leviable according to the same
e

t g omount of duty would be= (100* 50)*15%= $750.
35 ;
'jn\i““’d a cheque of Rs. 3,00,000 dated 31.12.202 :
B e . e b et 530k
~ess hours. The cheq_ue was dishonoured taking the plea that it was not pr(;.se:-ﬂ'ed witf;n g;he‘:'eut:lisli:z
smeof 3 months as provided under Section 138 of the Negotiable Instruments Act 1881 |
wferring to the provisions of the General Clauses Act, 1897 decide, whether-the plea for: dishonouring the

eque Was valid.
[May 24 - 2 marks]
f the General Clauses Act, 1897, in case any legislation or Regulation, it shall be

f excluding the first ina series of days or any other period of fime, fo use the
£ including the last ina series of days or any other period of time, 0

is per the section 90
afficient, for the purpose 0
word “érom”, and, for the purpose ©
we the word “to”.

he above provisions,

y is 31.03.2024. Hence, applying T
General Clauses Act,

~Telfirst day in series is 31.12.2023 and last da
’ "'—-‘23023 is to be excluded and 31.03.2024 is o be included in calculation as per the

\ 1897,

31.03.2024, itis eligible for honor and payment.

d within 3 months i.e.on

Sice, the cheque has been presenfe
ot valid.

Hence, the plea of dishonouring the cheque is "

sy

d the unications Act" to regulate and manage digital

1n2022, th
., ne C che . T T »
5] iy n:f;fc:c: Gofx;er'nrn::: e e WA provides specific duties and responsibilities :or ﬂ;e?l.)lrecto;
* Digital Communicc:'; nse'::ludirn;fhe oversight of digital infrastructure: enforcemsiy ST S s b
10 |
suring i g - i dards.
co tection stanad
mpliance with data proTec ‘ inted to lead the implementation

: - tel, was appo
221:23'“‘2 Director of Digita! Communicamnsl' :ﬁ r.k.zr:ri\l:dl:zarleave mf absence for siX months. During his
S Act. However, in January 2024, Mr. patel 00

: - octor of Digital cgmmunica'rions, was lawfully assigned to perform
the m’ Ms_ Priya Sharma, the Deputy Dir
a significant violation of the

les : _
of the Director. . _dent occurred involving
' he breach, enforce penalties,

".'\ilel Mr. Patel a major data breach pc
was on leave, J ook imm ate actlo

ol b‘g

g ; Communications Act. Ms. Shar™ e future "

“."“P‘Ement new compliance measures 10 preve poi? st e
= while performing the du = N A, ad the aut

iOfB tukg h ma #
oes; n by Ms. Sharma, » as $ ecifi
+he Director: a.—,ﬁins ere not valid.

: "3 party argued that only ]
. ‘es and measures, and that Ms. Sharma

36
"Digitul Comm

o a legal challenge. The
hority to enforce such

“‘
o=
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Tele EhtekRY RO
ors ’ on of s'
f atutes
. ’(I . r ]
rence DETWEER interpretal .
i"'m diffe TPretation ang CONSYriuc Vign
- (MY March 18, March 21, May 24]
S
between Anterpratation an Construction
sation differs from congtruction
z"m ‘ I”h" l!fl','ﬂrf:fr U ] f)"’ Frfu‘,‘!’u Ut e ¢
angtruction is the drawing of conclusion » / CUTThe True sense of any form and
- especting SUbJects that lie | -
" e wyond the direct Erpresgion of
ky)
the legislature uses certain words whic) -
C Whet q €N have ac duired a definite Mmeaning over q prrisd of vime i1
In the same sense

it be agsumed that those words have been used

re the Court adheres 1o ,
hus, whe adhere o The plain me ining of the furw’wu}t used by the legistature, vt would be
Wt where the meaning is not plain, the courtihds, fo decie ther the

wterpretation’ of the words, |
mdmg was meant 1o cover the gsituation before the court Mere the couftaould be resorting 1o what is

[ clled ‘construction

f However, the two terms -

interpretation and congtruction- oy’._-rfr,;, each ather and It ig rather difficidt
fostate where ‘interpretation leaves of f andt consteuetion beging

|
"Wdo!so be worthwhile to.nate. at this gtage itself, the difference between the terms Interpretation

ond Construc tion While Mor€ of ten The two terms are used interchangeably 1o denote a process adopted
the courts 1o askertaln the meaning of the legislature from the words with which it is expressed, these

f
. m'",!'.“ have dif{#rent connotations
{ ‘:J L?F" efation is the art of ascertaining the meaning of words and the true sense in which the author
' M‘M‘d that they should be understood. It is the drawing of conclusions from af;atu?t that he beyond
r direct expression of the words used therein [Bhagwat! Prasad Kedia v. C1.T (2001)]

iy the Act when the meaning can be equitabh
duty of the ffect to the meaning of an Ac %

s courts to give efTec : _ ¢

’ Wi from the words used iffords of legal import occurring in @ statute wh C: L;‘: ’:’: ;‘;“C‘; f-i ;p d*;?;?c
Precise Sense, must be understood in that sense (5tate of Madras ¥ Ganro . )
thin the spirit T

c"'dtm !
of Ong drown b)’ means of construction are w ferpremfr(?n a
* In practice, construction includes 1

Tmousy

" Grg
Mmatical Interpretation. What a

B
r ion and iS5 €XCE
am

E-W 1
ita ; 5

k Vical interpretation’ concerns itself c:_\fcfu r.;ases. -
A M" the letter of the law. In all ordinary dify the lefter of the low.
- + The Court cannot take from of add to mo

atutes

hough not necessarily within the letter
nd the terms are frequently used

. tical interpretation?
tions to gramma : 22y

he verbal expression of the low, it does not
matical interpretation’ is the scle form

D —

tions:

Interpretation of 5t
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1 o I ezl DEVONG \ba “t
. incompleTensss. ) ‘M“ !
.fy.ﬂ“ w-ﬂfﬂcf ﬁdbgfp'ﬂt::e-:v.w
- d‘ﬁ"""‘"'" J”Mw-mwwm s &
g:::mszofmmmwﬁ“‘“" o
zca'tniﬂfhzmri*dﬂtl’- Mnﬁgﬂ-‘ | s A Ln%
v s w’ - logically the mtention
iy (S SOL ; lﬂ.-er,-.': ugics d”'
(2) Ifﬁﬂteﬂﬁ:;fﬂﬂm J'wmm! by
not mean <,
| o P o ey

\
Sy ey, .
& % - - 1
rmskdasivald With the verbal expression of iow. It dees

not go beyond the letter of the low, whe interpretation on the other hand. seeks mov

satisfactory evidence of the true &

- In oll ordinary cases, the grammatical interpretation s the st
e cour or add ta medify the letter of the low. However where the lefte

of the;%:t jicelly defective on account of ambiguity, inconsistency or incompletencss, the court
7\ ufider d diity16 travel beyond the letter of low 50 as fo defermine the true intentions of the legsistt
g i}i.@nMuﬁw@km@:m,mnmumauh,ef the cout s ™
5 manstummnsnmmmnsjm«wm

form allowabl

However, if there are two possible construct:
construction whichwfmmmh s ‘:‘ﬂ clause, the courts may prefer the :i:-*
ch the clouse appears and the circumstances @ ¥

M:Iﬂmw:! -

aright or records a fact. It is g fo nent’ means & foemes _
T e T o L o e s e«










~y
YOUR (A BUVT

g i | 5%

o Phah the rule of "“"T
"‘" ’ fer he i
l -

ﬂ!&ol \ Itmms*’# o agpleation of e

o pones £t must be boree in m
. é
.ﬂtl‘“'*""""'-il. o # *oei)
, ' " that the witler Wi olg p.,,: .I' I maraly & rdn of comgtone o aed
deliberntaly wed
' # ardar Yy Sala

‘ ’#.' the datfined Wl o corre Ut‘!mdiﬂ?.\' wicler
L

she Expression (e
’. L commerciol establighmen
R e & e the term prefe - means an eetabl ehme
’ y ﬂ i1 wat held that a privat 850N was congtrued with the e R Larrias o ey
« dispensary was not within the o st |
e def intion (Davendra M. S

Bl .
‘ "”" of wl’ﬂ”

.

‘“l.“m of @ Company, not being personally conc gl 33
proposed motion I erned or imerested, financ p——
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Question 11 ¢ term Proviso’ Give the distine TP May iy
Explain the meaning of 1€

Xple OR
Write short note o
(1) Prowiso
(W) Explanation,

ds and Documents.

et to interpretation of Statutes, Dee [MTP Sept 24. 4 Marky

Answer ‘ viso is to except something out of the enactment or 1o ualify
Broviso: The normal function of o pr:i h would be within (s purview if the proviso were not there, Ty,
something stated ip?h_c umcmfh? *h ¢ receding enactment which Is expressed in terms sfahtch are gy
effect of the proviso is to Quallfv ?is:;:de 4 to an enactment 10 qualify or create an exception to what g
g_m W L::T:mg Y MT,:&;?;;S:N is not interpreted as stating a general rule.

It is @ cardinal rule of interpretation that a proviso to a particular provision of a statute only embraces
the Fisld which is 60 { by the main pNViSiOH. It carves out an exception to the main provision to which

it has been enacted as a proviso and to no other. (Ram Narain Sons Ltd. vs. Assistant Commissioner of
Sales Tax).

viso, excepti vi
There is said to exist difference between provisions worded as 'Proviso’, 'Exception’, or 'Saving Clause’
Exception Proviso Saving Clause
Exception’ is intended to

Proviso”is used to remove special
cases from general enactment
and provide for them specially

‘Saving clause' is used to preserve
from destruction certain rights, or
privileges already existing

‘% restrain the enacting
| clause to particular cases
L

explanation will
purpose. i really depend Upon its terms and not on any theory of ™
i L S —
ar are (i) title and (i = i et 1
o oA ) preamble in qn enactment helpfﬁl In interpretin f the parts of
g any o e pa
Answer 18]
i) Title: Anen.xtme.n? would have what ek : [MTP Aud
The short title merely identifies the Whas 'Shopt Title'
The ‘Long title' describes the enact chactment chos and also q Long Title
The Act and, therefore, can be refe::-ﬂ: and does pg gp::l Merely for convenience f
i) Preamble: I ik Qining :hlden‘.ﬁfy it. The Long title is @ part ©
T expresses the scq € object and gcq of the Act.
Pe and oy pe of
preamble may recite the 90ject of ¢

Mor ‘
Cause fop Making :t‘:’mprehensively than the long tiflé: T‘:
€ and or the evil which is 5049

.
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[ ates May b permiuaibile i exiaptional cnses (or consdiing o ssstion v 5 e se Sammis St

,MM Ardevi, (2007), Barabi it Wik Singh v Unian of L, (20004 ))

marginal notes dppe ndid 1o Articles of the Constiiution hiue baes heid &9 e R R’ ¥
Amtitien (L] puu‘m:l hy the Canatituent Au‘thl-r anl tharefore Vavk Yaan B % A ’ wg s jivts

e AR led,

| Article 206 of the constitution furnishing * prin fa 14 BomE Thus. a8 4 T ey s
i the Article [Bengal Immunity Co Ltd. v. B1ate of Bihar (867)

Qustion 14 A \" A

Do on e;uplnnnllun added 10 a sectionWiden the dmbit of o saction?
(LEAT Moddle, May 2027, MYV 2 Wy 23, W/ 12, ET¥ ey 7% - 4 meres,

Answer
Smetimes an explanation (8 added 10 gection of an Act for the purpese o 4. /8)snitn, Ths MG G YIGANE
wﬁd‘n that gection If there I8 same ambiguity 1 Yhe pronsions A Thw s gas T, Ty vrPrret A
& i Yo harmonise and clear up any amblguity 1n the moin sestion. Gometing Sy e wiimd % lar
inething may be excluded from) the main provision by insestion
not be congtrued to widen the ambit of the section

Emm,' the pr inciple of "reading the statute s 4 whole"
Nwith the hel ,
p of an example. (LT7 Mhay 28, &7 Vios 55 WS My 263

Answep

A an wrparaten B e LAPARaT N

imply in the wterpretstion of stamites?

e that congrouton of ¢ Setite £ % S e

: Tt is the glementary prin
The desd/ statite must Be coud 95 5 whisle =

i

" I1S parts take f one port only
in together and not of © P H

e ° G8Certain the true meaning of 116 several clauses, and Tt W 6 o CARENRIE. SRPUS BE &%
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With regard 1o Acts and Rules passed by the legisiot
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& enactment or insrume it gtions ord Quuid stong ond Tuct
H‘dﬂ:m ber of sych expressions have 19 be subjected 1 Nw s Sorms 3 ThronG B ’::‘
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the expression in dispute 19 © )
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’ susector [section 2(34) of th
¥ LU LV L ¥ e Cﬁﬂ",
st © , The word “m o panies Act, 2013] Dirgctor mao T L
o o g company 0 Neans” suggest eans o director appowted ¥o
faﬂ' 99e51s exhaustve definitie
‘ o _ on

whole-time director [Section 2(94)
| " (94) of the Companies Act. 2013

rin the whole time gmp|oym 311 Whole time director
. nent of Th J
Y e com . : o
e other directors may be included in th pany. The word “includes Suggests exter
€ category of the whole time director

N

Sire

o 18
Mand Provision .
cte atory Provision from a Directory Provision What factors decide whether a provision

y or mandatory?
,,‘u:ﬂﬂ
[ICAL Module |

spenk the distinction bet :
o etween a provision which is 'mandatory’ and one which is ‘directory

gmgt when it is mandatory, It must be strictly observed. when it is 'directory’ it would be suf ficient Thot
» ¢ ibstorticlly complied with.

sver, we have 1o look to the substance and not merely the form, an enactment in mandatory form
qnms'tamuaﬂy be directory and, conversely, a statute in directory form may in substance D

mrdatory.

dexce. it is the substance that counts and must take precedence over mege forme Lf'a provision gives a
wwer coupled with a duty, it is mandatory: whether it is or not so would depend ofi such consideration as

e rature of the thing empowered to be done.
e sbject for which it is done, and
e serson for whose benefit the power is fo be exercised.

“Blan the rule which suggests that the Plain word requires no explanation’ and Technical words be
[Sept'24)

“cerstood-intechnical sense only’.

Ingner
qu‘ < Plain Word requires no explanation
st be construed literally and grammatically giving

g i called *Rule of Literal Construction’.
g ' tatute mu
dinal rule of construction that a S Therefore, the language used in the stafute must be

T their ning.
ordinary and natural meaning :
" its gra "Z | sense. The correct course IS to fak‘e the words themselves and arrive if
NS ases, in the first instance.

-Gt their meaning without reference focC
us and capable of one and only one interpretation,

:‘g&t
; biguo
Ten ‘?P""Mogy Blsaigiute is cleor o l;:uirsne l»E::'r‘.n":!s out of their natural and ordinary sense. When
%o ud not be correct to extrapolate iauous it i not open to the courts to adopt any other
h’?ngg_ of a statute is plain and unam garrying out the supposed intention of the legisiature

Tothes R : jew 10 C : - ndi -
\m‘ﬁ:&wm.oﬂ simply m?h'a vrewl_m «gbsoluta sententia expositore non indiget” which Iiteraily

B is contained in the Latin maX 4s pot on exposr‘fof'v In other words, plain words reguire
'%'“‘lm

a G_bﬁlme sentence or preposiTion nee
:?;:Q‘ Sccasions may arise when @ ch
"ln',_“ 'er wider or bolder. In such @ s'

Purpose of the fegislation, one should

. has to be made between two interpretations- one narrower
oiCe rrower in?erprem‘rion would fail to achieve the

tion, if the nd
tua dber adopt the wider one.

> e

Interpretation of Statutes
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¥ |srd r‘%:lnders?ncd in the

ACT 19‘31 It was served Thgt Praes.

TechDd
+o0d 10 a
:g.ihmcai words are 19 be und _0 s words ¢
f literal constructi® lqﬂmws nd pleading n ehald af \
the SuP s and DY ing @ : s

+h func fr,

)
I\

prg;‘hce n
cise of poth €

construing the word
exer

nerally involves the
1 | Hfimate to i
art, 115 eq’ € 10 undergy,,.

of law ge
party
¢ the right o pro©
gswell as?

Onfe-rs uPan an @ &ﬁr an p
5ing him t0 @
uthorizing him 1° %% o 1052 5C 369)

v. Arabin

fa
suitors in that
a

n behalf of SUITC ;

When legislature €
that expression gsa
(Ashwini Kumar Ghose
= . interpretin J constructing an Act w

vions’ can be of great help interpreting when th,

Explain how 'Dictionary Defini
statute is ambiguous.

find out if any particular word g
n the Act itself, we may refer t,
understood. However, in seiectm;
deration the context in which it

ct in question to
not defmed i
dis commonly
e info consi

to the B
nd that a word 1S
hich that wor
ust always tak

Answer
Dictiona
expression is defi
dictionaries 10 find out the g
one out of the several meani
is used in the Act.

efinitions: First, we refer
ned in it. Where we fi
eneral sense inw
ngs of a word, we m

d expressions ysed inan Act must take fhei

It is the fundamental rule that the meanings of words an

color from the confext in which they appear.
utes in “pari materia” (e,

down the meaning of words.in‘construing stat
for

Further, judicial decisions laying
on the same matter) will have greater weight than the meaning furnished by dictionaries. However,

technical terms, reference may be made to technical dictionaries.

i

lain provision of the Act. Comment. Also give suitab

Qlﬂfﬁmzfl ‘m“ Kg‘

Preamble does notover-ride the p
le example.

[ICAT Module]

sively. The
ol aid for

Answer
Preamble: The Preamble exp :
Pr reamble expresses the scope, object and purpose of the Act more comprehen

Preamble of a Statute is a
part of the enactment
construing it. H and can legitima :
e sta i i :
el oo v G s T T:ailv::e rise Tc_: doubts as to its proper ::oo':mgr:t:’ ACE e, whert
intended in the Act, the Preamble can mnzamﬂg and a doubt arises as to whi hfon, R "n s 1§
construction. and ought to be referred to in ord A erbiliore 9 ef
in order to arrive at the proP

e brough‘

in as an aid to construction if
i the langu
provisions of the enactment. age of the statute is not cl
ear. However, it cannot override

Example: Use of the word ‘may’ i
may’ in secti
may be solemnized ' ion 5 of the Hi
to the mnrriag:mu::zef:n;:z Hindu® *lﬂsbecncoisl’;':c:; Marriage Act, 1955 provides that @ marriod’
Christian male and a Hind as defined in sectig to be mandatory i Py o1
u female solemni n2of t ry in the sense that pothP
emnized under the he Act. It was held th b rwed
Hin at a marriage °°
§ W

relating to marri : du Marri
iage among Hindus” [GullipoliSoy e Act which reqd Cfl"r'mge At war void. This res
Pia Raj V. Bane. - AN Act 1o amend and codify ™

daruPavan;, (2009)].
B N T b | ‘6

Inter
e F)F-F_at ”.
atutes






( Corporate Lawys &on
il j . - | thy,
i ool i Tele id : itsnIfiNAM. o particuior provisionof Tatut,

i | xception to the main Ony,
, that a vesoutane i Bre
It is a cardinal rule of interpretation n. It car

pmwso 0 ; o
. iSio ; d vs. ASS"IS'CGP‘?t ¢ Yitie,
A the main provi rain Sons Ltd. oM
embraces the field which |sdcover;c; E—Zo e et (Ram Ne >,
to which it has been enacted as a

of Sales Tax, AIR 1955 SC 765).

Question 25
it is defined as: Compa
Iif)l :'sCo;fl;::Y means a company incorporated under e i
% ion Act,1986.
(i) f;::.ii:,t li-::ude.s, Lol ander the Consnlijm:::r:::cf::nabwe T
How would you interpret/construct the nature a P [Nov 19, MTP Oct 20 Ro Moy 21

nies Act, 2013 or under any P"e‘ncm

g , ion in the definiti :
:est:icﬁve and extensive definitions: The definition of a word or e:p::ss:or: ;n the definition section m
e : e same.
either be restricting of its ordinary meaning or may be extensive o

When a word is defined to 'mean’ such and such, the definition is ‘prima facie' restrictive

and exhaustiys
We must restrict the meaning of the word to that given in the definition section.

But where the word is defined to 'include’ such and s
word defined is not restricted to the meaning
the meaning assigned to it in the definition

Thus,
() The definition is restrictive and exhaustive to

uch, the definition.is 'prima facie' extensive: here the
assigned fo it but has extensive meaning which also inclydes
section.

(i) The definition is inclusive in

“Question 26
In what way are the following terms considered as externg| aid in the interpretation of statutes:
(i) Historical Setting
(i) Use of Foreign Decisions

it [MTP Nov 22, July 21, RTP Noy 19, mTp-
() Historical Setting: The hi
is of much significance in
those external or histori
subject matter and the Scope q
History in Particular, ancient st,
relevant in interpreting and con

2 Nov 23, MTP May 24 - 4 marks]
story of the exter
construin
cal facts

I Ci"CUlllS|ances whi h d t in que -
ch le o the enactmen
9 0")‘ ellncfmen‘l'. WQ I tot :

; ve, for this pyr to take help from ¢
e :)h :cr-: necessary in the Under‘s?anding and comprehension o:;
atutes, con::mme oy N, History in general and Pariianer .
- or ' 0 J| &
Struing an At Parary o other Authentic works and writings ¢

(i) Useo oreian Decisions: Foreign decisions of countp
ours and given on |ays similap to ours can be |, ries followi

L nct &
"9 the same system of jurisprud€™

eglﬁmo‘l'ely used f H,*f\l f
or co ; Acts ™ ot
€ la Uage of th In nSTrumg our own dor

ian where ¥
e to foresgn X Statute. Further,
Question 27 s ec

What is External Aid Tt-'.l interpretqt; > e - il
on? E . LN
Interpretations? Explain how th D




Tele T

mg-ﬁers which may be taken into accoynt
. is ambi
.ﬂ ds. ambiguous. These matters are called

:nitions: Dictiona Definfidone i
gt il Fy Detinitions is one of the Ext L)
: mswzr's in detail. ernal Aids to interpretation. Discussed in

ﬂﬂwg'.

| ﬂ"“e when does The rule of Ejusdem Generis apply

[MTP Nov 22, MTP-1 Nov 23 - 3 marks]

m o of E jusdem Generis applies when:
| The statute contains an enumeration of specific words
) The subject of enumeration constitutes a class or category
5 That class o category is not exhausted by the enumeration
4 General terms follow the enumeration; and
5, There is no indication of a different legislative intent.

. gy

Question 29 « A
~ Explain in reference to Interpretation of Statutes; the cases where Rule of Ejusdem Generis will not apply.
| [Nov 22]
| Answer
| TheRule of Ejusdem Generis will not-apply in the following situations:

t be applied.

|| If the preceding term is general, as well as that which follows this rule canno |
‘Where the particular words exhaust the whole genus.
| Where the specific objects enumerated are essentially diversein character.

lature that the general term shall not be read ejusdem

Where there is an express infention of legis

= ]

- || generis the specific ferms.

Question 30
- Bolin ions i i Statutes:
Sxplain the following in context of use of definitional sections In Interpretation of
2] Definitions subject to a contrary context
Ambiguous definitions [MTP-1 May 23]
{ o word i defined to bear @ number of inclusive
: confext: e vision must be ascertained from the

|

'r

' Ao he

| " Definitions subject to a contral=—" " g | sicular provisi _

1 Meanings, the sense in which the word is used in @ PATTET L T nd the object intended to be served

r :Onte,ﬂ of the scheme of the AcT. the langueg

:

1 by . ai0n section may itself be @bnwous, and

l visions of the Act and having regard to

+ in the light © definiti o be read in isolation It must

defined. Such of alising that the function of a definfﬁon is to
hich it gT:'would otherwise be vogue and uncertain but not

hrase W'

- Ambiguous definitions: Somet!me: we may Fi" £ the other P
%0 it may have to be interpreted h inition is not
] :‘:’ ordinary meaning of the word
' ® read in the context of the phrase ¥

2% accuracy and certainty foa word or P
‘ |together

Contradict it or depose it @
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Question 31 Tg!ga]d’ Citsnitin05 May;

oran
Explain the Doc trine of Contemp
ntert rpt HV "'f'—.-,
Answer: s is 10 be : y re a4
itio gmen _ g to w
ctrine of Contefl ord X ctatute or @ doc «rantemporanea Expositio egy , .
based on the concep? At hority. The maxim =% t in the low* 0P
This doctring (s «temporary aut _ he best and strongest in The law.” Thyg e
exposition it has received from CO neous c,‘posmoﬂ is the vhe time when it was passe oy
: ns “contempore derstood at ThE ' :

ot fortissinia in lege” mea
a law should be understoo

un
d in the sense in which it was
nt statutes. put not 10 Acts that are comparatively mogy,

This maxim is to be applied for construing ancie

terpretation of statutes. Support

Question 32 - said toin

Explain the meaning of 'Without Pre judice as @ Harmoniou

your answer with the help of an example. [(RTP Nov 231
Answer and when it is stated that the particular

When certain particular provisions follow general provisions
provisions are without pre judice to those general provisions
or limit the operation and generality of the preceding general provisions.

In other words, the particular provisions shall operate in addition to and no¥an deragation of the generd
provisions. Example: Section 4(3) of the Companies Act, 2013, "Without prejudice to the provisions of
sub-section (2), a company shall not be registered with a name which contains

_the particular provisions would not restrict

This implies that while registering (and deciding) the name of the company [as per section 4(3)], provisions
of section 4(2) shall also be operative.

Question 33: _ Y \°
:fc: ukS_e ﬂ;?: begir?s'wnh ﬂ‘le.words “notwithstanding anything contained” is a clause, that has the effec!
aking the provision prevail over others. It can operate at four levels. Explain any two of them
[Nov'23 - 4 marks]
OR

Imagine you are a legal advisor for a co |
; ; mpany draft
states: "Notwithstanding anything containedvin a B e ol 1 Clases In The i1

reserves the right to terminate the
y : agreement wit lae |
e s Bk o e 1he:chou1 notice if there is a breach of confidentiality &Y

A notwithstanding clause can o erat

S.No. | Clause € at four levels,

1 Notwithatinding” g e
anothe S?am?mg anything  contq; Effect /
r section or syb- gec+i ned in | T,
statute, Ction of thqt e clause i ; —75)/
will override such other secto"’

2, | F sub-s .
Notwithstanding anything e €ction(s)
in g

statute.
\Nj//

e C!quS =
e -
will override the entire enacfme"?
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.,_.r-r;;,nhsmno.ng anything contained in Th:ﬁ"'“‘"
{ spectfic section(s) or sub-section(

couse wil previ aver 7 -

al r tment. |

s) or gl pPrevail over the other enac
*

rovisions contained N another statute

ghe proviSt —Z—7=C 1 dhother

: nything contained ; T TS e el
//;b",nhsmnd‘ng anyThing ed in any | The clags - —
7 sther low for the time being in force. e will override all other laws.

—
—
—

L2 \gion, O non-obstante clause plays a crucial role in legal
» npmﬂ,_js over conflicting provisions, thereb
0

drafting by ensuring that the specified

Y enhancing legal certainty and consistency in judicial
] tion.
"
r"w d Title of '
;,Mm is Heading and Title of a Chapter considered as interngl aid in the interpretation of
gahies

[MTP May'24 - 4 marks]
o Title of o Chopter

groups of sections can legitimately be referred to for the
urpose of construing the enactment or its parts

The headings of different portions of a Statute can be referred to determine the sense of any doubtful
upression in a section ranged under any particular heading,

They cannot control the plain meaning of the words of the enactment though, they may, in some cases be
wkedat in the light of preamble if there is any ambiguity in the meaning of the sections on which they
anthrow light.

[ may be noted that headings may sometimes be referred to know
Sthe preamble. Byt o heading ¢annot control or override a section.

W; \ s

Explain the tep
Aswer

the scope of a section in the same way

m “Generalia specialibus non derogant”, in connection with Interpretation of Statutes,

[May 24 - 4 marks]

1 : _ . .
y S8basic ryle of interpretation that if it is possible to avoid a conflict between two

provisions on a proper
oy ion thereof. then it is the duty of the court to so construe them that the
other

Y are in harmony with
-But where it is not possible to give effect to both the provisions harmoniously, collision may be

e holding that one section which is in conflict with another merely provides for an exceptionor q
fhc‘rule different from the general rule contained in the other. A specific rule will override q general
Principle is usually expressed by the maxim, “generalia specialibus non derogant”,

Povig; h:hi: Fule can be adopted only when there is a real and not merely apparent conflict between
en gy

“Nere the words of a statute, on a reasonable construction thereof, admit of one meani
h :

Natung| meaning will prevail. The court shall not attempt an interpretation based on equi
Construction,

W

ng only
ty and

""w .‘m’“ re allowed in the park" Comment on the statement, “Plﬂi“i“g the concept of 'Cnns*ruction'
. tation. Mention its significance in determining the legal interpretation,

[MTP May'25 - 5 marks)

Interpretation of Statutes
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. - ﬂf M " * - .’_-\
: | MW I : f:::s-s_cf'l‘::m?hc a:iim e
In lega! nterpretaton, | .
behind a statute o lege! M';Z@uxf, and °.tw-. and megsonable manner. ~
broader legisiative purpesSe. T udmmnam
gl profiasiuemy pentmblis park™ con have g strict literal interpres..
“wmngmd*{““ baby strollers, and even wheeichges -
statement g picyches. : o .
“~wmmmdm~tdiwofm- - Mﬁwcmder the -&;.Sra...._lmer
“'Cthmxmw Mﬂ""!’d% ian safety. the restrictiony,
ibited 1 . :
m;dm;‘wyrfmwmw““m” still be allowed.

only apply to motorized vehicles, while bicycles ond

Significance of Construction in Legel ann g-n; that lows ore interpreted in alignment with #,
6. Clarifies Legislative Intent: Construchiol ™7 " o fiperal meaning of The words.
3 wwmw‘mmmmdw

| -wmmwmmm@dnmmmmﬁ -
9. :“mn Mmm‘gm&dﬁdmaﬂmmewm«ummm
dlmmmumwmhcmmmwww&*mmdemsimhcns_

Y\
mummndmxmmmqwudmw@f«m?wwmm
request, stating that maternity leave/@plies enly to biological mothers as per the law. Mona approached e
court against the company décision\In related to the cbove cose, explain how the Rule of Benefict
Construction can be applied and interpreted as o welfare legisiation?

Answep-, | L [MTP May'25 - 5 maris]

m:wnﬁllmm%ofww 'wmhh‘"\dnﬂhthmrudop e
MEN‘WMM dll. ! Tk h‘s = M‘w: '
@ harrow interpretation .Th.‘f.‘." *ncmg & child welfore ond m,h£~;:;

should not be denied 2%

>
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,'vcompu"e"' is a Singapore ba;ed company having several business units all over the world. It ha:s g
. nanufacturing computer printers with its Headquarters in Pune. It has o Branch in Dubsi which 18
‘ra" 4 by the Headquarters in Pune. What would be the residential status under the FEMA, 1999 of
:w. gnits in Pune and that of Dubai branch?

[ICAL Module]

::'Compu‘f er being a Singapore based company would be person resident outside India [( Se;'_?f,f ?"J;
wetion 2 (1) defines ‘person’ under clause (viii) thereof, as person would include any agency, of fice or Drancs
ned o controlled by such person. The term such person appears to refer 1o ¢ person who is included
ase (i) fo (vi). Accordingly, Printex unit in Pune, being a branch of a company would be o persor(

uction 2(v) defines a person resident in India. Under clause (jif) thereof person residestin Trdic would
dude an of fice, branch or agency in India owned or controlled by a person resident eutside Indic. Printex
it in Pune is owned or controlled by a person resident outside Indig, @nd hence i, would be o person
esident in India.

iwever, Dubai Branch though not owned is controlled by:the Printer unit in Pune which is ¢ person resident
\India. Hence, the Dubai Branch is a pepsof resident in Indic.

Restion 2: \“ \ s
I Sane, an Indian National desires to obtain Foreign Exchange for the following purpeses:
() Remittance of US-Dollar 50,000 out of winnings on a lottery ticket.
(ﬁ)L&S Bollar'100,000 for sending a cultural troupe on ¢ four of USA.
Adme"i'“‘"‘h?-‘fi"-i’.r' he can get Foreign Exchange and if so, under what conditions?
[ICAI Module RTP My 247
Wrswer:
Kd"w'ovisions of section 5 of the Foreign Exchange Mamgem? Act, 1993 certom Rules hove been made
1 of Foreign Exchange for Current Account fransactions. As per these Rudes, Foreign Ex
N::‘: of the Current Account transactions is prohibited As regords some other Current A g'
e oS- Foreign Exchange can be drawn with prior permission of the Cer‘-*.:j Government while in cose
m?:' Account transactions, prior permission of Re.w've Bark of Ird-c < requiresd
% of item No.(7), i.e., remittance out of lottery winnings, such remittance is prohibited and the
::u included in First Schedule to the Foreign Exchange kkrngam?_(anm Account T i
+2000. Hence. Mr. Sane cannot withdraw Foreign Exchange for this purpese. —
Fong; '
::Z;i&d“@fwmﬁngemeOfcthucmumWmem :
E%‘Mfrﬂn&mfof India, Ministry of Humon Resources Development (1 . it
%Mwmm)ﬁmMinmSMh?GMEm&qu (Cam
E,,_,bq:mucﬁom) Rules. 2000. Hence, in respect of item (i), Mr. Sone con withdrow ”‘Cur—m.
Shter obtaining such permission. Foreign

<IEn E xchange Management Act
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In ol the cases. where remitba SPF LGk ELDDR DIy ther By gereral or sy,

1 L s /: : Lol 14 A
permission the remitier has 10 cotan MFUWE"CWH from an AUTNOTIZES FEES4n 18 o ad
Section 2(c).

Stote m:iq; Kind of approwal is requred for The following transactions wider the Forgg, '”‘n..,,
f Xe F'h??ﬂ'lzfs to ptrforﬁm with associates n Mew Torv ?ﬁ ﬂ'-.f. accasion of Dl for e
residing ot New York Foreign Exchange deawal 10 the extvent of $20 000 15 fz;:’; :,;,: ‘: :4 % :"M

i v 4 .
(5) R wants %0 get his heart surgery done of United Kingdom. Up 10 whet It Foreign Exchang, j::'i

mwmwﬂm«cﬁuwfw

oy

(LCAT Mohie

Answer:

Approval 1o the following transactions under FEMA, 1999 |

(i) Foreign Exchange drowal for cuturd Yours require prior permission/approval of 1he Winsstry of imey |
Resources Development (Degartment of Education end Culture) irrespective of 1he areunt of fipy '
excharge required. Therefore, in the given case X, The Film Star is required 10 seek peemdssion of vy |
said Minustry of the Government of India. '

(i) Individusls con avail of foreign exchange facility within the limit of USH 250 (00 orky Any wittoms
remittance in excess of the soid limit for the expenses requires an epproval from BEL Vonemws
conrection with medical treatment abroad, ro opprovl of the Reserve Bork of Lndia s regurss

-

Therefore, R can draw foreign exchange up 1o gmount estimated by o medical institute offersg
frectment.

Question 4: ml)»
Referring 1o the provigions of the Foreign Exchange Management Act, 1999, state the kind of ayron
required for the followig trensactions:
(i) M requres U.S:$ 5,000 for remittance Yowards hiring charges of transponders -
(TP Mef 2%,
(i), Prequires US. $ 2000 for poyment related 1o call back services of telephones,
(TCAL Medot:
Arcwer:
Under section 5 of the Foreign Exchange Maragement Act, 1999, and Budes relating therets, 5% anrre”
account tronsactions require prior approvel of the Central Government, some others reaure 102 o’
apprwdcfrthacruMafmw,mmfru&m“fmﬂmma‘dmmmgm
prohibrted transactions. Accordingly,
(1) It is o current account trarsaction, where M is required 1o take
for drawdl of foreign exchange for remittance of hire chorges
(ii) Withdromal of foreign exchange for payment related 1o coll
transaction Hence, Me. P conrot obtain US § 2,000 for the

approval of the Centrdl 60e™

of transponders. it |
back services of telephone 166 7777
said purpose.

i

Baresh . o e Year 2020-2021, He left Tndia Iy 25 s |
; , e - on 15th JUY © g
under the Foreign Exchange Managemen’ Act, 1999 during the Financil Y ears 20212022 od 2997 |
Me. Suresh requires every year USD 25000 Yowards tumion ¢ m‘cﬂ""f:

: 28 and USD 30,000 for incide™™
expenses for #1u3ying 06road. 15 1t possitle for Me. Sureeh 1o ges e rem ot poreiam EXCHP7 "

£
v
™

(ICAT Moddle, TP Mayf 25"

=y -'* Rp— . bt - ( " wewgn I,Hi..}.':.?l.-, ‘a':.'maﬁ"mk
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+us: According to section 2
ia means a person residing i(:;:;:he Foreign EXChQ”Qe Management Act, 1999, 'Person
section 2(v)(i)]. However, it a for more than 182 days duri ' N
JWarI{ dia for employment OuTs'-;' Coes not include q person w::: ha:rmg T
' _ .
e ¢ India or for any other purpose in g::: .fai::l:?ﬁ:;ra:ﬁmd

cio
wmoufsfd ’ :
o ge his intention to stay outside India for an uncertain period
g t of Ind '
dent goes out of India forac : .
Iy, @ stu ertain period. In this s ; : .
» it " iy . H M =
ians the fmuncmzi year 2(:120 2“0? leff on 15.7.2021 for Switzerland for ;uf::;;hh:‘h:e:e:;j;;"i:"d'“
f}sc_ sechnology for | Yiqr; ; me;:rAP e ‘r‘e.sadent as he has gone to stay outside India fo,.ga ‘certain period.
= 281 has however ¢ ar‘l‘ e ' .t circular no. 45 dated 8th December 2003, that students will be
be _sidered 5 00”"'&5_'“"?5' This is because usually students start working there to take care of their
ond cost of studies.
le] sty
gyresh will be treated as person re.‘fidenf in India for Financial Year 2021- 2022 till 15th July 2021
- o from 16th July 2021, he will be considered as person resident outside India.
': wowever, during the Financial Year 2022-2023, Mr. Suresh will be considered as person resident outside
India as he left India on 15th July 2021,

[ fareign Exchange for studies abroad: According to Para I of Schedule III to Foreign Exchange
Management (Current Account Transactions), Amendment Rule, 2015 dated 26th May, 2015, individuals
wnavail of foreign exchange facility for the studies abroad within the limit of USD 2,50,000 only. Any
«iditional remittance in excess of the said limit shall requipe prior approval of the RBL. Further proviso to
%o I of Schedule ITI 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
D'55,000 per academic year and hence approval of RBI is

wse the foreign exchange required.is only. US
wt required.
Question 6: .
U-Me, P Has won @ big lottery and wants 1o remit US Dollar 20,000 out of his winnings to his son who is
/MUSA.Advise whether such remittance is possible under the Foreign Exchange Management Act,
[MTP May'25]
ant done in USA. He would like to know the

1999
nspl :
dney transp n as foreign exchange for the medical treatment

M. Z is unwell and would like to have a ki
be draw

fermalities required and the amount that can

tbroad,
ange Management Act, 1999): According to

: ign Exch

5 ittance of Foreian Exchange (Section 50 TITE F:::; :ar' eign exchange to or from an authorized person

ti ell or - -

st’::‘;:150:\‘ the FEMA, 1999, any person may : ansaction. provided that CenTr‘aI.Gr.rvernmenT may, in public

. a sale or drawal is a current account 17 o such peasonable restrictions for current account
e bﬂﬂ sl

Mg and in consultation with the reserv
tions as may be prescribed.
rent account transa

[ICAT Module]

ctions are categorized under three

As

"!am the rules, drawal of foreign exchand® -

'.d;’_‘!is‘ ' change i prahibi'fﬂda dia for drawal of forei

i+ 9nsactions for which drawal of f"m'gr :f appropriafe government of Incld 19 il
ransqcti i jor approvd

8 Whiciinaad peior OPF rawl of foreign exchange.

_ Exthq
’. " Transactions which require RBI's Pricr PP
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r
a. Mr. P wanted 1o remit US Ds,":h, same 15 included "
' | bited an
remittance 1S prohlbl . L2
i 000. ur
i Transactions) BUe ioreign exchangé for This P P
Hence Mr. P canno? withdraw ¥ pequires prior pers -

it abrod
oreign exchange M
n fﬂnﬂﬂ‘.'“jli wiTh me A Y eatn =t s

Egnies Jirg

b. “Remittance of foreign exchangé for' mai
of RBI where the individual requires w X
Schedule also prescribes that for Th.".Pu fP:r :
individual may avail of exchange facility T g
Liberalized Remittance Scheme, if so require

: the limit prescriied undes .
n amount In excess of der 1,

by a medical institute of fering Treatmens
Y

UsD 250,000 and no prior pErmISSion/ apprg,y
1, authorized dealers may relense forelgn eachy,,
¢ abroad

: the
Therefore, Mr. Z can draw foreign zxcirmnge up o b
RBI will be required. For amount exczedupg The.abov: ek
based on the estimate from the doctor in India or hosp

Question 7: : s for the following pu

Mr. Rohan, an Indian Resident individual desires to obtain Foreign E"Ch“mf: 1;"_ *'_':] :" ::‘:“: Irpases

5. US$ 120,000 for studies abroad on the basis of estimates given by the foreign universpy

6. Gift Remittance amounting US$ 10,000, ,

Advise him whether he can get Foreign Exchange and if o, under what condition(s)?

[ICAT Module, MTV Moy 24 - 4 mares

Answer:

1.  Remittance of Foreign Exchange for studies abraad: Foreign exchange may be released for siyde
abroad up to a limit of US $ 250,000 for the studies dabroad without any permission from The ¥l
Above this limit, RBI's prior approval-is required. Further proviso 1o Para I of Schedule TIT stote
that individual may be allowed remittances exceeding USD 250,000 based on the estimate recemwt

from the institution abroad. In this case since US $ 120,000 is the drawal of foreign exchonge %
permission of the RBI is not required. |

2. Gi ' ' '
gL '; ,.eha:m ab::ne,:::::hforui IC: Ot'.;o.f Under the provisions of section % of FEMA 1999, cer'o”
rawal of foreign exchange for ¢ . 6
Rye : { urren sactions,
remlﬂ'ance_ '? a ch'rem account transaction, Gift remittance ex : 0'(540“’" 1"“"“’71““ f
after obtaining prior approval of the RRI. | g g

il (i : In the res : - o
individual, Mr. Rohan is USD 10,000, there (s no netd f::?ﬂf‘:‘:c':r:\rit:' ﬂ“; umou:‘f togl; iy
ion from the REL

Examine, with reference to the provisi

ons of the F o

status of the branches mentioned b oreign Excha |
: . elow: nge Manage : idert
i, MKP Limited, an Indian com nagement Act, 1999, the res

ny having its R
+ egi :
‘\lwr:ex:: o:kcl::,;:;.: n1st April, 2004, gistered Office at Mumbai India established 6 %
' incor '
India on 1st April, 2004 PeTag and registered in London et b g
: ablished a branch at Chandg®™

olled
Answer oy its Chandigarh branch
Section 2(u) defines a 'person’ y 20
person’ PENson’, As per thig dcﬂniﬂon th i
a) A company Dt fouowi"g shall be covered in the defin" -

b) Any agency, office or
, branch owneq
bY a 'person
on',

Section 2(v) defines q
iy person
the definition of o person ruid:::i?:;',;n .
ndig:

)

* A8 per 1y
L]
dlﬂﬂiﬂnﬂ, thl fO”ow’ng shﬂ” be cc‘z(&.‘:

Ty ““@Ma B & ——_ -
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Y?H?uﬂu SINGHAL = TEle ip - |jt Sn' itm@& Indian resident from lst Ape 2'-37
wol

ness/vocation outside [nd Nidid
As regards, financial year 2021-2022, Mr. nt or for busi i
1f he leaves India for the purpose 1 17 tion 1o Stay outside India
any other purpose as would indicate his m?cﬂddn of his departure
cease to be person resident in India from the

ncertam perod b
for an u 4, he gy,

: f ra ..PE PUrDec
if he has not left India Tor any These purpoges

foreign citizen, + financial year 2021-2022. Thus, it is the Purpeg,

India’ during th
from 1st July 2021,

It may be noted that even if Mr. Xis a
would be considered, ‘person resrde'm in
of leaving India which will decide his status

Question 11: SAE
University of Oxford is one of the leading '_"51_"7”*
a cultural event in UK. The University has invited M

form in the event. it
::sr Kanika Tripathi needs to withdrawal foreign exchange of USD 75,000 for the purpose of visit o Ug

for performing at cultural event of University of Oxford in UK. Advise whether she can withdraw Foreig,
Exchange and if so, under what conditions?

es of UK. In the month of May 2024, they are planning
s Kanika Tripathi and her group, an Indian artist 1,

[MTP May'24 - 4 Marks]
Answer: :
Section 5 of the Foreign Exchange Management Act, 1999 provides that any person may sell or drow
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 censultation 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

dule T : +
Account Transactions) Rules, 2000, I of Foreign Exchange Management (Curre”

NG
Explain the meaning of the term 'Current A

ccount T s
Exchange under the Foreign Exchange Ma ransaction

d ' sa in Forew"
nagement Act, 1999 and the right of a citizen to obtain Fo

Answer:
%ﬂ
Current account transaction means a transactio

prejudice to the generality of the for o

; er than q
€going suc S
i payments due in connection with f:?ei 3 fransaction includ

; b sy nt
~ banking and credit facilties n an Trade, othep current business, seryices, and shor'- e
ii. payments due as interest on lo . ' ‘

[CA Final May 200"

- b uf
Pital account transaction and wifho
es-

the ordi

i ans and as net ess;
iii.  remittances for |ivi €T income :
iv Expenses in conna‘crﬁo:x?n::e: % Parents, Spouse a:;"c"': ::vwme-"fs:
orei I e
Chlldl"eﬂ re‘gﬂ Trnve" e ucat; ren T'GS(d"-lg abl‘oad ﬂnd
on and Medical care of parents, spous
No restriction on current account transqct;
Foreign exchange is free| NS unleg

satisfied: Y available for q Current n:cmm bed (Secfion 5
(@)  The transaction is not
(b)  The transaction is i

Reserve Bank of Indj

g - P ort
thin the ceiling, if o
@ or the Centrq| 'Govem

P"escr-ibed

e ah
+ QS the c::e'l'hg Rules, or the pe:rrl"nss"’r1 ’

ent

be, is obtained
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m‘f:e'ﬁi desires To obtain foﬂe_,'gﬁ

exchange on current account transactions for following

5
" b .
:{j o commESIon on exports made Yowards equity investment in wholly owned subsidiary abroad of

"W w,f”ﬂmri;‘-g charges of transponder.
' he con obtain the foreign exchange and, if so, under what conditions?
,.-,5"" [CA Final Nov 2001)

7 ieowal satisfies the conditions of o current account transaction, then any person may sell or
gest ” exchonge 1o or from on authorized person. However, the Central Government may, in public
§¥" d in consultation with the RBI, impose such reasonable restrictions for current account
ot as may be prescribed (Section 5). The Central Government has framed Foreign Exchange
“:, (Current Account Transactions) Rules, 2000. The rules stipulate some restrictions on drawal

Wﬂm for certain purposes.
; o~ i!f'"f the above, answer to the given problem is as under:

| hsper Rule 3 read with Schedule I of Foreign Exchange Management (Current Account Transactions)
pdes, 2000, payment of commission on exports made towards equity investment in wholly owned
sbsidiary abroad of an Indian company is prohibited

i Asper Rule 4 read with Schedule IT of Foreign Exchange Management (Current Account Transactions)
Rdes, 2000, drawal of foreign exchange for remittance of hiring changes of transpender requires the
grior opproval of the Central Government.

ktownie Points - However, no approval of the Central Government is réquired if the payment is made out of
% funds held in Resident Foreign Currency Account orEEFC.

l'lm.:h of Nagpur wants to tmygno Ngﬁul and for this purpose proposes to draw foreign exchange.

%ﬁc"' Mr:Ramesh draw any foreign exchange for his journey?

§a M aré the purposes for which foreign exchange drawal is not allowed for current account
‘\\ a:hwioM?

boyer. [CA Final Nov 2002]

ﬂ :‘23 of Foreign Exchange Management (Current Account Transactions) Rules, 2000 prohibits drawal
foreign exchange (by any person) for the purpose of fravel to Nepal and/or Bhutan. Therefore, Mr.

" Rule “annot draw any foreign exchange for journey *o Nepal.
h’p;:ud with Schedule T prohibits drawal of foreign exchange (by any person) tor the following
3 Rq,;ﬁmce out of lottery winnings.
e ance of income from racing/riding, etc., or any other hcbt?y. |
ance for purchase of lottery tickets. banned/prescribed magazines, football Sl

B Tstakes. Etc. o 1age )
o of commission on exports made towards equity investment in Joint Ven’tures/Wholly

Qm"::ﬁdinries abroad of Indian companies. - _ -
i of dividend by any company to which the requirement of dividend balancing ig

»
" p"ﬂun S it hmmission on exports under Rupees State Credit Route, except payment of
g On Up to 10% of the invoice value of export of tea and tobacco.

: W 10 'Call Back Services' of telephones.

of interest income on funds held in Non-resident Special Rupee Scheme Account,

-1:-'1 E
“Change Management Act )
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Question 15 E?L?wldmg Ji@‘ﬂﬁﬁa, He olso nherited ‘ nropers, -
Ry WP oA :ald invesnnzn’fs in forc"?; + Indian Afrer returning 10 Indha permang,,
B s anddf:ther who was @ n-rest Ff:'mqf‘ Exchang® Management Act 1995 Pen,
in New York from his late gran i der the 1
ovisions

) ; RTP &,

» ;-I 7

s to understnnd the P

Mr Arjun wishe )
hip and gtilization

regarding the owners
Act, 1999 (FEMA), Mr Arjun, DRING 4 regiudes

n “Cur”lts, or immovable pﬁ'w'*f
Ciarff'ed bY ?hc QBI Thr'ﬁe_""p AD
n section 6(4) of the Act

Answer
Under the provisions of
in India, can hold, own, 1 :

: et : .+iang. These €0
situated outside India under certain conditio 2004, Shich ol

(DIR Series) Circular No. 90 dated

Clarifications under section 6(4) of FEMA

(i) Foreign Currency Accounts =
«  Mr. Arjun can maintain foreign currency accounts that w

he was resident outside India.

nditions are
aborafes o

e opened and maintained by him whes

(i) Income and Investments _ . .
t business, or vocation outside India while Mr Arjun was g roe.

Income earned through employmen

resident.
« Investments made abroad duri
Gifts or inheritance received from a non-resi

ng his non-resident status.
dent Indian.

(iii) Foreign Exchange and Income therefrom
«  Foreign exchange holdings, including income
acquired through inheritance from.a non-resident Indian.

arising from them, held outside India by Mr. Arjun,

(iv) Utilization of Assets Affer Return fo India
L]

Mr. Arjun may freely utilize all eligible assets abroad, i ' '
‘ ad, including t
proceeds received after his return to India. T ey s
« H |
o T iyl e e
: rom eligi i '
complies with FEMA provisions. RSN RIS dbiges iy Phe gkt

Therefore, Mr. Arjun is eligible to hold ili

: . and utilize his forei

section 6(4) of FEMA and the RBI circular. These provisiongnaﬁz:e:\?mui:i;fhe P;OVi: B e
nage his foreign currency.

securities, and inherited property located i
‘ ; e outs iai :
i e fr i FEMlie India in compliance with the regulations governing

Mr. Rohan Sharma, an international cricket pl
hi

Cricket Academy, a private coaching club, w :}:’-’-;‘r:as dﬂﬂﬂed its cri
3 vides coachj

ver India as well

cket academy, namely, Rohan 57 w
ng for cricket. The Academy has @ ke
as outside Indig.

Y2024 and June 204

in Melbourne, Advise wh i dem
ether it can get Foreig Y 0S a part of it share

n
Exchange ang ¢

for organizi +h rickef eve
A ng ec

- Under what conditions?
[MTP May24- 4"

c(‘_‘(s:
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[}
Chwy

i Ilmml.ﬂ? 14 'f)ﬂﬁul‘lq?.(,n can in Pk ch Sale or dn 10"7 pcr“on

lie I8 Nay sell or draw forelgn
pable restrictiong fop Suc Neresy 9 Current
reaso ich troansg, Yiong and in Consy) oo g account Transaction. The

| th Reserve Bank of India,
11 of the Foreign Exchange Manag
Il draw f o n (Cor
o shall draw foreign e, hange fo, il rent Account Transactio
.‘mw,mmcl"'-’“‘ included in Scheduie 11 NSaction Withous ns) Rules, 2000 provides

o son other Yhan I IS remity Approval of the Centr | G
4 nter ance of al Government.
M by a per hational/ N‘”'OMV 3 prize money/ SPonsorship of Sports activity

o ysob evel sports bodies, if the amount involved

, Rohan Sharmg Cricket 4
ion fee after obtaining Permission ¢

4 Youth Affairs and Sports) gs prescribed
sezount Transactions) Rules, 2000

Question 17:
ke F,on Indian National desires to obtqin foreign exchange ~\L

for the following purposes:
g Payment of US $ 10,000 as commission on exports under R '
5 US5$ 30,000 for a business trip to UK B s
¢ Remittance of US $ 2,00 000 for

tobe held in Australia
Adnse him, if he can get the Foreign Exchange and under what-conditions.

Payment as prize money to the winning team in a Hockey Tournament

[CA Final May 2005]
Ifa sale or drawal satisfies the conditionsof\a current account transaction, then any person may sell or
trow foreign exchange to or from.an'euthorized person.
However, the Central Government may, In public interest and in consultation with the_ RBI, impose such
*asonable restrictions for current account transactions as may be prescribed (Section 5). The Central
t has framed Foreign Exchange Management (Current Account Transactions) Rules, 2000, The
B late some réstrictions on drawal of foreign exchange for certain purposes.
light of the above, answer to the given problem is as under: _

1 Rule 3 d with Schedule I of Foreign Exchange Management (CU:jrent Account TransacTtops)

Rules 2000 p::am:, of commission on exports under Rupees State Credit Route (except commission

; d is prohibited
®1010% of invoice value of exports of tea and tobacco) is prohibi
.csion on exports under Rupee State Credit Route is
"""tfﬁrc. payment of US $ 10,000 as cornmuss-:ﬁr i ond HARCES ) The EoAion Hows 1k
Pohibited unless such commission is paid for expo

10% of invoice value of exports.

t (Current Account Transactions)
i ign Exchange Managemen -
2 Per Rule 5 read with Schedule ITT o Fore;g:m up 1o $ 2.50,000 for o "J's,fﬁroﬁﬁi'"fsﬁmlﬁﬁﬁ
Niles "13000 individuals can draw L"rgﬂ :: foreign exchange in excess o e
Uberg| Zed Remittance Scheme. Dra India.
Prior approval of the Reserve Bank of

M"“. Mr. F can obtain US Doller 30;
hl'«c Bank of India. ement (CAT) Rules, 2000, drawal of
L .

ness tour to UK without any approval of the

000 for bus!

ign Exchange ittance of prize money/sponswship
:::;Me 4 read with Schedule IT of Fof“forg,hg purpose of reT;M.-amlfsrm level sports bodies

n

i h'“ﬂcﬁv' abroad by a perse vt.
f‘f’»‘”«mwgzwm Mo oatf e 57 “




Youn m B‘-'DDY g paymfrlr -— ho IS an »~ — v
e e 4200000 FOr F g by r. ™ o
} an case the dmwd' ﬂtgleﬁild 1 ngn‘l;citlnos
int givan ‘ ;
n k\r‘ mul'"“m'nt to be held ' lcV"'l 5|:1!0'|'"t wut for Arovol o5
s Nnhonﬂ| or 510 ermtS‘“(-‘”’ u ' )T addiy A
any Inlrrnrnmnul_ : o0 w|fh01” any pe€ i . v
Therefore, Mr F can obtain U2 D::I e Cenﬂ'al Goumm
U Dollar 1,00,000, Prief approva
; the Foreign Exchange Managen,
: tions under ens
—— | required for the followind transac b
state the kind of approva re -~ situated in K et
Act. 1999 make donation 10 @ charl'rail::rrwces' o e
. X wants to draw ush 20,000 to ed 1 'call bac cAF
e 5 000 to make payment rel@ [CA Final June 2009

ii. Mrequires usD
nt transaction, then any person may sell o
ver, the Central Government may, in public
RBI, impose such peasonable restrictions for current account

5). The Central Government has framed Foreign Exchange
| The rules stipulate some restrictions on drawql

Answer:

If a sale or drawal satis
draw foreign exchange to or from an
interest and in consultation with the RE
transactions as may be prescribed (Section
Management (Current Account Transactions) Rules, 2000.

of foreign exchange for certain purposes.

fies the conditions of
authorized person:

In the light of the above, answer to the given problem is as under: |
.. As per Rule 5 read with Schedule III of Foreign Exchange Management (Current Account Transactions)

Rules 2000 individuals can draw foreign exchange up 1o $2,50,000 for gift or donation (referred toas
the Liberalized Remittance Scheme). Therefore, Mr. X can obtain US Dollar 20,000 for making donation
to a charitable trust situated in South Korea without any approval of the Reserve Bank of India.

ii. Rule3 reaq ?uith Schedule I °,f Foreign Exchange Management (Current Account Transactions) Rules
2000 prohibits drawal of foreign exchange for payments related to call back services of telephones.
Therefore, payment of US $ 5,000 for callback services of telephone is prohibited

Question 19:
Mr. T. Raghava has secured admission in a
| ; reputed and recogni : e

higher and t : J ) ghized univers of

?r'iatme:t f:cci:n;?r: :cli‘:ct':::,@ outside Indfu. After arrival in Germany h:yhcl:; Ger‘mc}ny, f:r th: Sfuedd‘:w

it T‘E’-miﬂunc:be ndt::\an‘ htflSplTQl. He desires to apply to 1-}’13 C i g A ilin
yond the limit approved for foreign currency e O;er'nmefnf c:f Indua:or a;ml dg

xchange facility. He has alréd

enjoyed the permitted facility of forei
‘ igh e i
the following as to the facts given in Theg XChG"Q?- for studies ubroud, for the said financial year D"-Cide

Act, 1999: question as per t o
" SR p he provisions of the Foreign Exchange Mamgemgnf
i - xtent Mr, T
technical study in Germany. Raghava may avail foreign exchange facilities for highe’ and
ge facilities for nig

ii.  Can Mr. T. Raghava avail the facili

for the medical treatment? ¥ of additional remitt, i
ance in foreign exchange, beyond the Jimif.

Answer:
According to the Schedul
' elllo
Exchange in the given situuﬁons.f the FEMA, 1999 following g,
. s Q” bg Th enE
e limit for

i.  Remittance orei
Foreign excha Xchange for Studi
permission fro“n??r:my o bk for st Ie? - -
e RBI., Above this Iim“"'c;gs abroaq up +
. RBT'g pri oali

|
°" BPprova| |
W' . of i ST -

[CA Final Nov 2017 - 0ld]

the remittance of Foreid"

mit of US $ 2, 50,000 witho!" ot
S required.
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of RBI where the individual r :ﬂffémccfl 1"58““!1[! 9d5

draw
al g : Fequire i
f fo"'i‘-lgn €xchan = priop Permission or approval

9 exceeding Usp 2 50,000,
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Nos

the Schedule also prescribeg that o
and medical freatment, the i“divl'duq; mT € Purpose &

: % f €Xpe, .
fimit prescribed under the Liberaiized avail of chan;e::?l‘;’;connecﬁon
r the medical ine+: emi ility for
cNu;gr'ned o ical institute o 5Cheme‘ £ g0 r‘m'l amo

Such amount shall be redyceq from espectively

€ amount g remitted.

Naj
with studies abroad
unt in excess of the

ferin .
hir €quired by the university
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I
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-
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kcordingly, following shall be the answers:

() 1% of Foreign Exchange Earnings = (1/100) x 600 million = USD 6 million
USD 5 million limit (whichever is less) applies.
Since USD 5 million is less than USD 6 million, LMN Ltd. can donate up to USD 5 million without RBI
approval,

1% of Forei inas = (1/100) x 250 million = USD 2.5 million
_ gn Exchange Earnings = (1/100) "3 sy
Maximum (imit beforeg requiring RBI approval = Lesser of USD 2.5 million or USD 5 million = USD 2.5
million
Since USD 3 million exceeds the limit of USD 2.5 million, STU Ltd. needs RBI approval.

lestion 21 : the installation of a machinery
ABC Limi - : chnician from Germany for the insc ry.
Limited hlrefj the services of Mr. Taylor, a L‘i - rendered by Mr. Taylor'. Examme. L_lnder the Forej.:gn
compﬂﬂy paid USD 40,000 for the servi tion to foreign technician Mr. Taylor is a

unera
%arge Management Act, 1999, whether payment °Z'f3
pe"fﬂlssible transaction under the provisions of the sai ¥ [CA Final Nov 2019 - Old)

M:
"!"mﬂ'ﬂ'l'ion payable to a foreign technician 15 d g

%(:‘e '9n Exchange Management el i :2(11' accou
'%ed person if such sale or drawal is @ ¢’

ount transaction According to Section 5 of

urrent acc Il or draw foreign exchange to or from

person can S€l °
nt ﬂansachon.

be imposed by the Central Government.

- n
%anb unt ons can ally restricted by the Central Government.
; le restrictions on current acco ess specn‘lc Y

."Cal ._+ion. There is no ceiling on salary
- ions are f restrictio \ b2
"E‘igq :;I;:fl Current account Tr'ans:;:i‘;" , broad after-tax deductions, contribution
Wig .| °T€ign national as tec

t u;n be paid as per contract. Thei
. w

r salary can
at source

fund and other deductions
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Tele id : ithﬂUﬂ%und“ she above Act as Capital 4,
22: n — are Per'ﬂﬂ S
Examine whether the following transact® ities
. : ities. .
Imnrs:\c::::ém by person resident in In_dia i:i Fb:f: :e Upf'ers s esident in India.
2 Foreign currency loans raised in India an :-ency e
3. Export, import and holding of currency 'Cﬁs
4 Trading in transferable development M3 |
5 Investmentina Nidhi Company- [CA Final Noy 200m

India in Foreign Gecurities is @ capital account transaction Iy jg
n

Answer:
: n resident in : 4 if declarationi
3 Inves_:rtne: 4 ir\';:‘e::: limit subject 10 the compliance of conditions :ni if de ion 1$ made Qs per
permitted wi - ‘ transaction.
the provisions contained in the Regulations relevant 10 the | e
person pesident in India is a capital account

y loans raised in India and abroad byla
ted within the limit, subjec
the provisions contained in the Regu

d holding of currency Jcurrency nofes is a capita
liance of conditions and

he limit, subject to the comp .
ined in the Regulations relevant to the transaction.

t to the compliance of conditions and if

ii.  Foreign currenc
lations relevant To the transaction

transaction. It is permit
declaration is made as per
| account, fransaction. It is

iii. Export, import an ! o
8 po if declaration is made as per

permitted within T
the provisions conta

.  Trading in transferable development rights is prohibi‘red since no person resident outside India shal
make investment in India in any entity which is engaged, or proposes to engage in trading in
Transferable Development Rights (TDRs) (Regulation 4 of Foreign Exchange Management
(Permissible Capital Accoun® Transactions) Regulations, 2000).

V. Ianes?mcnt ‘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 fo engage as Nidhi Compary
(Regulation 4 of Foreign Exchange Management (Permissible Capital Account Transactions)

Regulations, 2000.

Question 23:
:'ffate whether there are any restrictions in respect of the following transactions:
0) men! of foreign exchange for payments due on account of amortizati . ' ' urse
of business. ation of loans in ordinary €
(i)  Purchase by a person resident outside Indi ;
activities. ide India of shares of a company in India engaged in plantatio”
Answer: [CA Final Nov 2002, Nov 2005, NoV 2010]

1. Amortization of loans is permitted
Section 6 specifically mentions that the Reserve Bank
foreign exchapge for payments due on account of - PangL et
E;)) ngrfl;a?u.on of loans in the ordinary course of busi
Q) el e oements e iy cour of b
of loans in ardinary course of bUSi‘:::ls?f foreign exchange for P:/::;::: :1:: 2::i'ﬂ a t of amchimf"’-’"
ccount 0

mpose any restriction on the drawal ®

2 vestment in plantation activities i
ties is prohibi
The Reserve Bank of India h 2ded
; as framed Forei
Trans ; -
: acf:;nls: Re.gfxlu.fuons, 20(!0. As per 1} EQR" Eullcchunge Management (Permissi al Accounf
nvestment in India in any entity which is engaged, qr =" P¢ (Rermissible Cop™ , ygle
activities. ged, op person resident outside Indid shall ™
P"OPOSes to eﬂgage in ag p Sl”e | or Plaﬂ Gh(’ﬂ
ricultural 0

activities, purchase ¢
s R hares of q com . : . tantal
pany in India engaged in pla
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Teleid: itsnitinvd’gf—ﬂ‘!-&’?*pv

{"'"Ir"'
w :Hi |n respec t af The following

o
I8 planning to return 1e Tndia peemanently Con he

‘ " e tment ie |
the Investment made by Rim in 1) Y
l"' pold W6 RECUFIYias laaued by companies in U.8.A 7

1w
4.1#'
. O (CA Final Nav 2010 - Od]

ar ho had :
on of Indian erigin who had movad te LSA ale
i 24, He was holding I P UBA along with hig wife in the year 1998 and had been

¥ unt!! 20¢ ) JOInY bank accounts with
pd"“ 17th Novembe 2024, he had returned na Vg wife in USA since 1998 On the demise
J“" g 0N hig wife's money afrer her death wh "‘ Ptl'mflﬂl‘ﬂlly to India on 24K Navember, 2024 Me

fif‘d ' Ien (’"1 'f’lln'fﬂ_rp.ll 16 h‘. hﬂfl'ﬂ account In ‘J\"oA Af[.r
o of his retur” to India, he has paid premium from hig bank ac : - |
’a;:had yaken when he was in USA, 8 bank account in USA of hig insurance policy,

10 the provisions of the Foreign Exchange Management Act, 1999, examine whether Mr. VI8
ed 10 carl’y out the above Trangactions : "

fl
P‘“ (May'25 -~ 4 marks)

o The Fare
gn | i hll“ﬂ' Mllhﬁqn At 1904 whathar there Wi'e

" pegiden’ of US A Tor severql vears

i
Mgcﬂon 6(4), a person resident in India may hold, own, transfer or invest in foreign currency. foreign
ity or any immovable property situated outside India if such currency, security or property was

oy :
held or owned by such person when he wos resident outgide India or inherited from a pérsen who

s resident outside India
e, the USA Resident shall be entitled to hold the foreign securities.even after he becomes o person
ngident In India.

mﬂl - )j

Jes Chandra, o resident outside India, ig likely to inherit from her father some immovable property in
Indis. Are there any restrictions under the provisions of the Foreign Exchange Management Act, 1999 in

wquring or holding such property?
(CA Final Nov 12- Old]

Angwer

"pienion 6(5), a person resident outside Indio may hold, own, trangfer or invest in India currency,
#urity or any immovable property gituated in India if such currency, security or property was acquired,
%id or owned by such person when he was resident in India or inherited from a person who was resident in

M.apmon resident outside India may hold, own or transfer any immovable property situated in India

{aeh property is inherited from a person resident in India

w"ﬁ. Mrs. Chandra is entitled to acquire as well as hold the immovable property in India inherited

%‘- Please note that in this question, assumption I8 that his father is a PRI,

\ ;u!"
o Watring of the following term as per the provisions of Foreigt Exchange Margamant Act, 1993

f
Bigye " Exchange

Oforeign .
Sl.{:urn-y [MTP Sept'24, May'25)

®lpn &
6N Exchange Management Act
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Tele id : itspitip@B At ™™ ™ T ey

A | “ | at hﬂw
i e LMNM! n 2(n) of {he Poreid
According to section ¢ |
';':""?“ currency and includes. i pnyahll e it
() .tkpomts credits and Mlme
(i) drafts travelers cheques,
currency but |\1w\l|lc in any

(i) drafts, travelers €
persons ouf gide India

urrency wnpassad or drown in
: lh""u' ol Al ]"I'u

hange drawn by Liinks muhlmmm“

of
heques, lattens [ ncdtah ¢ urrenty

but pmml“' in
' Act 1999, 'Currency i ludes all

: paf 1, travelers | heques, le1erg
gimilar iInstruments oy

ang cders, chequed, d

(b) Qmﬂg on ‘?(h‘ of the Fol’iigﬂ E‘th
ds or such other

According to sect! anay 0
currenc:g notes, postal notes, postal orc::rl.nﬂ;'“'f
of credit, bills of exchange and promissory

may be notified by the Reserve Bank.

tgn Securily tion was included here
o leaged 1l the date thig ques
' g not release
Check suggested answer (f releaged. It wa Vi
Question 27 = B \\“ \\{ 4
’ ternational sompany: During the previou

nin
Ravi, an Indian citizen, works os a software engineer for a ‘ .
fian‘:ncial year (2023-2024), Ravi resided in India for 200 days. However, inApril of the current financil

year, he accepted a job offer in Canada and left India with a long-term work visa, planning fo settle in
Canada indefinitely. '

Analyse the residential status of Ravi for the financal year 2024-202%, as per the provisions of the Foreig
Exchange Management Act, 1999,
(RTP Jan25)

Answer:

As per section 2(v) of the Foreign Exchange Management Act, 1999, the term ‘person resident in Indid
means the following entities:

| Aperson who resides in India for more than 182 days during the preceding financial year

The following persons are not persons resident | |
more than 182 days. + In India even though they may have resided in Indio for

Three Purposes:

i) For or on taking up Employment

i) For carrying on a busines

sorV

iii) For any other purpose in g s

j uch cipe mst.
uncertain i »
period. ances as woulq indicate stay for his intertio" ”

vi's Residenti : Ravi res;
: ' ded |
would typically qualify him as q iy :;:ﬂiﬂ for more than 182 gave ;
employment in Canada changes his stqyyg A in Indjq v o ays in the preceding financial yeo" wh!
- Acco

] lver" h' 1] 3 ¥ el
road is not consider'edp:i?g : m-ow,io" decision to leave India for o9 ™ o

’ 0€s fot qualify g  Pes; . A person who has left Indio fo "
@ resident fo, the ent India" eyen if they meet the 162-91

¢
Urrent financiql year,

o
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—CA sHua INGHAL —
e gt comes to India, and he i~ HAM SINGHAT

p gy
f;’mw::apkzeper Comment in theTéTsésxﬁnrl@tQMI!pos
7o A bty g T bt oy U 30
ﬂ Pkeeper g Permitted 4o accept

/;dian 3 of the FEMA, save q¢ Otheryise Proy

(CA Final RTP May 21]

i :
, ral or special perm;sS,'oﬂ din this :
"1’ fuag:::rizgd person, any F"'—'YI’T\el’ltcvti,F i eserve pgp nc; e Fegulations made thereunder,
:‘#dﬂ Y order o on behuff of Person shall receive otherwise than

' Person resident outside India in
nin, or resident in India rece;
oy PErso ’ €Ceives o
o ndia through any other pere.. (inclugi Y Payment by order op o behal

: . an q -
"~ from any place outside India, then, such persu: Orized person) Without q cop
M han through an authorizegd person; N shall be deemed

- the given case, the foreign tourist wanted 4
art which as per section 3, is not Permissi
,W‘:f any person resident outside India in any
suefoe, the Shopkeeper cannot accopt ooy

srson except where the shopkeeper hqs takena m

Pay foreign Currency

ble to any person to receive any payment by order or
fﬂﬂlﬂner' €xcept received through an authorized person.
T will be q receipt otherwise than through Authorized
oney changers Jicense to accept foreign currency

em os follows:

J' Noticed Alleged contravention prescribed in the Reply by the accused person to the
issued to show-cause notice issued show- cause notice

- whom

m Shipping | Made remittance for membership of P & I The amount for the same was remitted

' club without taking the requisite approval through the RFC Account and EEFC
p Account, respectively, for which no

¥

i N\ approval was required.

m Made remittance of $ 1,10,000 to BMT Inc,, Slm‘:h remiﬁqn;e does not exceed the
|~ aUS co., without taking requisite approval, as hrnl'r_as specified, so, no approval was
;' reimbursement of pre- incorporation | required.

! expenses incurred for setting up the co. by
.J bringing investment of Rs. 18 CR to India. (1

pi— |USD = Rs. 75)

ﬂ"":Ot'rl'e.aﬂ» of aforesaid case-scenario, examine in the lights of the provisions of the FEMA Act, 1999
I o ’

f . i de by the aforesaid persons?
"ﬂsmjes & regulations, the validity of the contentions made Dy (CA Final MTP - Dec21)

' Yaig ipping Ltd
X Contention made by Global Shippi # the Foreign Exchange Management (Current Account
Pe" Rule 4 reqd with the Schedule II 0

: hip of P & I Club, prior approval of
-T'tng,d- ina remittance for members
. -110ns) Ryles, 2000, for making r

g : ken.
A H u.red o be ta
of Fi nce Division) is req
nance (Insura be made for the transactions listed in Schedule IT
e

' ; has to i
:&W is required where any remittance However, if payment has to be made for remittance

| ectively _ .
-~ fop MRFC account and EEFC account, resp f payment is from EEFC accoun

shipof P& T, approval is required even'

B “'eign Exchange Management Act




,'~.\I ({’“ @M&uﬂs Indian Bank account 1o the

YOUR CA BUDDY e ( e
Ch BHURMAKM BIHGHAIL Tele Id :J;twmugsmwhl"'f of Finorce ( »r !.'J.,mhj

Y. ™ g
edto ! RFC account only, fo appe,
Here, Global Shipping L1d wos mr“"?:;'rc account ond in COSE of W -y
for making the remittance through

gﬂvahd
pngru’ Thus i1s comention (] ] Wﬂ"?

k! ment (Curn
i Yalidity of commmm& - "1 of the Foreign Exchange Marage urrent aq,
As per Rule % read with 1 chedyle

estment brquh* intg I
Transactions) bules, 2000, for remiticnces '-”md:gl (v p:;;::’r:rn:;:rum? of pre -'ntor-;:.l::
USD 100,000 whichever is higher, By & m'wf';ndin .*3: be required |
expenses, prior ayproval of the Reserve Bark ¢

equivalent 1o Rs. B25 lakhs (1 USD = Rs. 75) 4, Biy
l:uc, %;ham L1d r::c:‘rgmmmc Ofo: ;3‘0,000 ration expenses for :ru;gmga én;cgk?n: of Bs 5
c::r::imlo India, 5; the amount remitted comes 10 woxixdyt:;flabed(h;n of 5%. -,
lakhs) of the investment made into Indio which is lesser than the pr

However, as it exceeds $ 100,000 and so approval was required irrespective of whether the gmg..
remmwf exceeds 5% of the investment or not. Thus, the contention of Siphonic Ltd. is invalid.

e

F . > e
Author’s Note: Here the conclusion of ICAL in case of Siphonic Limited seems fo be.ncorrect Lo
[ me explain this in a different manner. : we NI\

Provision - If amount of reimbursement exceeds the limit, M&m'd i§ required.

Limit = Higher of $100k or 5%, of investment (5% of Rs. 18/€nongs = Rs. 90 lakh ie. $120k) = $120k

| Here, reim. Of $110k is lower than limit & hence no  opprovalis reqd. Hence, contention of co. is yalig ,

Under the auspices of the Foreign Exc "”'

S? :
lmr' / T Act, 1999, (the Act) examine whether the given
situations fall under "Cmcn_t Accn\mf‘g ‘ons” or not as defined in the Act?
(i) Mr. 5,0 resident in Indie, imports machi
(if) An Indian resideqt J#fports'mach

pu

—

&

' nery from a vendor in UK for instal ling in his factory.
inery from a vendor in US for installing in his factory on a credit
(iif) An-Indion wesident, transfers US$ 1,000 1o his NRT brother in New York as "gif+*

NRT . The funds are sent

'S Bank account in New York.
[CA Final Nov 20}

- 11 does not creat liability to a UK
er. Once the payment ; _ e any liability
mﬁhummmmmgmmmmm:_ m”"_r:"i‘sl“‘::‘ﬂﬂresidmtorfheUKvendor
aLlur

- t
banking and ; exe lmder definition of Curren
asa Current Accoyns T, "9 And credit facilities ' the ordinary course of

ccount Transaction Hence import of machinery on credit
(ni)AnIndnmrtsidanfrmsfws Uss$ 1
MWSIWM m%
snce iftis mlntoﬁtmll n

"bﬁ‘loﬁ‘ns- o szﬂf

accepted NET bani gift". The funds are

"mﬁonism.i-hu?t":: '"umwn; ccount in New York. As per FEMA,
“urent Accouny Y*hing 1o anyone in Tndia or USA, the

| a*%lk >
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an Indian Citizen whes ot g Jobs in  Sofs
W H iti
B et bacs 1 Fel@d ] itoniting 5
fy ghe moved back to Indiq " gine N USA foe he WEM 0 USA and ey o
s out her house in Ysa S da "of Yware . ¥ PeSidency Then due 14 son
” l“' hd “N'”.q " - L, IMV‘ A
P pear! con purchase CNOthar hoyee '€ SE%0ined pom e ¥ she had moved back
e : :m provisions of the Fnrg.{m £ N UsA ¢, F accouny

MUSA Advigs
lfhﬂ,m Lty
ﬂ Managemeny AcY, 1999 " VSA? Give y¢

o GRSwer
(CA Final m1p ,
”mhon 6’4;0' the Forg,gn El( Mo MN’?Z TP Mw?si
_. hold, own, transfer or inyegs in foreign ;ﬂqmv Act 1
/ ’ curr
"I sutside Indio if such currency, gec e

4]

u’ "7 or p‘l"ope » *F Gfy immovable property
s weli "Y s
_ g W3S resident outside Indig or inherited from 0Cquired, he

+id or owned by such person
Ms. Pear! during h % person whe was residem outside ::dm

iy house in Us A
g the above provision and facts of 1h, case. Mg p
;ﬂ' . earl can purchage the new house in s from her

ed as a fashion designer in | 1T "“{Y\
ﬁ'mfimml e oes ot Hem extile Ltd., a public limiteq company
sesdove said period. On 01.04 2024 Me 1
fvign country) of fered him o better
#02042024, Mr L left India for taking up employment qg
#InParis. On 30.04 2024 he flew back to Indig for 10 day fami ) :
iight of the provisions of the Foreign Exchange Maragement Act 1999 elucidate: The residential
fetus of Mr L -

) On his return for oty

' L1d., Paris (g
mployment opportunity | |

ending the family function on 30,04 2024

[May 24 - 4 marks)

i ! O!cﬂon 2(v) of the Foreign Exchange Management Act, 1999, “Person resident in India®
r5or residing in India for more than 182 days during the course of the preceding financial year
o hot include o person who has gone out of India or who stays outside India, for or on taking up
e besides wi h fied purposes, outside India, ; |
.hh qug:::n tx o::::" ;Ti'r;ofed as o person resident outside from 2.4.2024 1ill the time
hw in Jeff Fns'hion Ltd. in Paris, as he has gone out of India for or on taking up employment

"1 1o Indiq ¢ 10 days to attend a family function, will not alter his residential status
TN or 570

_ g .
e will be treated as a person resident in Indic from the day he joins employment in India (af ter
g on 304.2024),

1 n E AT . . L e .
i, e ndividuals requiring approval
*p -'h'\lumlﬂ' 54 remittances made by persons other ?mm,n' gement (Current Account
Mg Provideg Rl ‘;;I to the Foreign Exchang Act 1999( in respect of the
W : in 'Schedute S P Exchange Management Act,

agents abroad for sale of residential flats or commercial plots in India,

rced consult f ide India.

) f‘:u services procured from Mftdcu -

by way of G:Ymm of pre-incorporation expe I de .
way of rei
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At L { require PT°" apeky -.,
' ‘ ¢ the FEM (Current A,
s Telg jd om0

The following rem10nce FL0 cepp, 1999 ¢

Bank of India as provided ¢ ¢ pesidential flats o commercia pigy

¥
Transactions) RUleS, 2oRAS agents gbrood for s/ . hichever is more
i ffﬁﬂct whie
(i) Commission, per y b wf've percent of the inward rem™
India exceeding USD 25,000 or 1! . for any consultancy serv ces in respecy
0'00000 per prOJCfC ulfgnCy SErviCeEs pProce

(ii) Remittances exceeding USD 10, &

infrastructure projects ond ysb 1,000,

from outside India. e ion “infrastructure’ sholl mecs o

-« sub-parograpn,
Explanation—For the purposes of this sub-po e P;:I of FEMA Notification 3/ 2000-RB, dated th
defined in explanation fo pard 1(iv)A o) of 5¢ i

May 3, 2000.

am P¢r prOjed,

ent brought inTo India or USD 100,000 whichever s

of investm
e-incorporation expenses.

(iii) Remittances exceeding five per cent
f reimbursement of pr

higher, by an entity in India by way ©
\

Q\l@l‘"ﬂi 34 . . - l s b] 1.'
Murari Lal, a person resident outside India, has invested in four residential immovabie preper ies under

construction in Kolkata. Each property is nego‘ria‘red at X 2 crore, with the cowies owned Dy builgers
This amount is to be paid in two instalments as 60% on immediate basts on Beoking and the balance on

possession of the properties.

The above transaction is done by the companies ownéd by builders through two brokers from USA on
commission basis. Mr. Murari Lal as per the termsand conditions remitted 60% of the amount of all four

immovable properties directly fo the company.

Answer the following explaining the provisions of the FEMA, 1999:

(i) Whether “investment by Mr. Murari Lal and ent iSsi i '
sl payment of commission on this transaction &

(ii)~How much maximum amount of commission can be pai :

(Ignore the USD - Rupee Exchange Rate) RS S sthout ROL approve?

Answer [Jan'25 - 4 marks]

The investment in immovable properties in Indi
, ia by Mr. Murari L -
Account Transaction which is permissible as pzl:ysch-ed Im,-. Lal, a resident outside India, is a CoP™
ule

(Permissible Capital Account Transactions) Regulations, 2000 S By S W Echame sy
Immovable Property in India by a Person Resident Outsi' de Indi of
ia.
According to Schedule III to Forei
: gn Exchange Manag
remittances by persons other than individualnsg:ha i

ned Provisig
(i) Yes, the i " The following ' oS
, the investment by Mr. Murari Lal and are the answers to the qu&s™

(if) Calculation of maximum commission that ki ment of Commissiq
1] : b paid Without the N on this transaction is permqss-ﬁ‘i?-
e maximum amount of commission that 9dPproval of RBI
approval is, more of- USD 25,000 or % ¢ | can be paiq 1, A
‘ a

kh [i.e. €ach brg
St (60% o ker for each transaction, withoV

+ REI
f 2 Cr-Or.e)l

14.18
B ol T\ Tl o DS A R e .
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w(ﬂ “':nder the Foreign Exchange lgcldn. ,l]’h%gltIHOS i
W yake. emen ong +

t ACT (FEMA]' 193 g PEP‘Oﬂ res.dem in Im‘ﬂ con

’; of p,,-missiblc classes of ransactione mad (MTP May25 - 4 marks]
f'"l ment by @ person resident in Indig in ¢ oy Persong p
P’ i ian currency loans raised in Iﬂdiﬂ and abf'oa

[ fer of immovable property outside Indi, be 9 Person residens in India
"t in Indig in favoson fane i India

) | .ntees issued by a person resid,
| import and holdi .

B 2 port, impor "9 of currency/cyrpen, otes. T @ PerSOn resident outside Tndia,

ya PRI fr‘om qa

0} and overdrafts (borrowings) b

0] gemitfance outside India of capitql ass
0 U ndzl'mke derivative contracts

Person resident outside Indi
ets of a person resident in Indig Ty

3 - g
the following situations and comment upon the legal vlidity of the 1mi?;l§§ the light of
e FEMA,1999. e

(t) John, @ foreign national (not of Indian origin), wants to buy agricultural land in India.
(2) AnNRI wants to open a fixed deposit account in an Indian bank using foreign currency.
[MTP May'25 - 4 marks]
- Answer
() No, said transaction cannot take place being invalid in nature. As per the Foreign Exchange
Management (Permissible Capital -Account Transactions) Regulations, 2000, the person resident
outside India is \prohibited from making investments in India in any form, in any company. or
partnership firm or proprietary concern or any entity whether incorporated or not which is engaged

@r’aposu to engage in agricultural. Therefore, John cannot buy an agricultural land in India

NRI is valid under Schedule II(e) of the Foreign Exc:a:g:
Management (Permissible Capital Account Transacﬁonsf) Regulat;::;,cfm:l:;:mi:md:m
deposits between a resident and a non-resident are permrﬁgd So, e it b
External) or FCNR (Foreign Currency Non-Resident) deposit accou ,

Currency deposits.

m . Amrish has been admitted to a posTar
* %N, The annual course fee is approximat
& Make the remittance for the fees under t
) ™M), 1999 e i '
In et 7 : gl it loyed byal : tions cbroad. His
- . g h is emp business operd
-~ Ater completi : dies, Mr. Amris . +o handle
L pleting his stu " on depu?ﬂ'f“’_'; e

heir
: is salary to support t

6 ‘ od hi + his sa +
G ::: ;:ompan; :tcﬂdsdf:::muld like to know ! isions of the Foreign Exchange Manageme
- T resides in India, an

-, Menance in India. Advise Mr. AMIiS [RTP May'25]
Act. 1999

JYes, the given statement or act of a

duate program af @ foreign university and intends to join
adua

‘ ise his parents on how they can
000. Kindly advise
e:‘y trst;zgi'ons of the Foreign Exchange Management Act
ep

venture of a foreign comparny in
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The Limited Liability
Partnership Act. 2008

) &

rernative Co7 orate busness form thet

qvES th o .
of o partnership”. Exploin §IVes the benefits of limited llability of @ company and

s
o Ty
flox= ICAT Module, MTP May 24 - 5 marks)

’- rorpGiTVE COMPOTTCTE DUSINESS form that ~ 3 "
}5’::ﬂ noiTy 2 nat Sives he bemafite of | mited |.db,hh! Gf Q@ company qnd

5;"\_’;“.‘{.-‘5.".-2
dw?wc -

sy Every partner of o LLP is, for the PUrPese of the Dusiness of LLP, the agent of the LLP,
st of othe” :L‘*"t-"f (Section 26 of the LLP Act, 2008) The licbility of the partners will be limited to
g orees contribution in the LLP, while the LLP itself will be lichle for the full extent of its asse's

Ww The LLP cllows its members the flexibility of arganizing their faterng! structure

sapormership based an @ mutually arrived agreement The LLP form enchles entrepreetns’ professionals

.emsts providing services of any kind or engaged in scientific ohd.technical disciphines, t© form

ammercially efficient vehicles suited To their reguirements /Oming o HExBility in its structure and
eration, the LLP is @ suitable vehicie for small enterprites gnd'for investment Dy venture capital

Question 2: PN G .

B Asii? Shorma wants o form op LI jeling um, his wife Mrs. Archika Sharma and One HUF as partners
. cl11Be Se hcor amated uncer LLP Act 20082 E\pkllﬂ.

L thet Whether This LLS Can SN [IC‘II Medule)

Setroe

Sef Limited Licbility Partnership ACT, 2008 provides ony individus! or body corporate may be @
’ nat be copable of becoming a partner of @ LLP, if=

b’ > ] 2 - 1Y “.nﬁ m” a
mrimrwion LLF However, GR navea wsdichon and the flMlﬂ_; is in force

2)he hes been found to be of UNSOUNC MRS Y @ Court of competent Jur
&}hsm uncischarged insolvent: or
k}& mw*tﬂ te b‘e :-:‘]L":- :;‘l‘e: gs an s vent and his -J‘pp! caton & leng

o Corporate | as @ company oS Jefined n clouse (20) of
 Section (2)(1)(e) provides that a B Corporate it med

Yon 2 of the Companies Act, 2013 and Inchudes—

f) aLLP registered under this Act:

® aue incorporated outside Indw. ond

) 2 company incorporated outside Inde

St does ot include—
:}‘mﬂ sole: } low for the time being in force and J
h“'ﬂpmm'v: society rtgvS*trtd gnder onY defined in ‘clause (20) of section 2 of the Companies

. < X
Rlany other body corparate (not beng @ compony & - this Act), which the Centel i

Act, 2013 or o limited hability portnershP i‘.'.q this beha't
By motification in the Official Gazette. SPEETY

of bedy corporate ond connet be partrer in LLP. Thus, LLP
Jefinition of DRCY EEF

Mm, HUE is not covered in the
T be incorporated
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ot 0 or 'a‘:_”__ .'?Sf—\- €S %0 thes L
9 ’ Cad Person Undier The Trade Marig ; 3 Other 145
*y - Y. 199g 0% Q com
i e 2:0m 1 mowvig *h ’ - o
of Re ‘ oet p »q es e name of 11 5 ‘VCI"'C"QCS.Q_C_' e
L% M _weé gny other LLP or g CoOmpany: an — o Al with i i
et & red trode mark of g prare:.. ' O 100 nearyy,
ED_-\ H“";re ti +.0n nf o “prietor Unde. - e Y :-esc”“:‘;ts 1o
L ’ caton of such LLP o S g - i
| "’IW} on o ‘ " 0 3'05"1?;. : he T Qde ""3-"&5 e %
iy 244 = maY girect that such H.: e 3 ' re E"rg: n; cr 4%9
: -l® 0 Change its "M Clauses (q)
ction - nome wish:. 3 \Q) and () respect:
theen o % PENIOd of 3 monthe fror ) O Company
een . S Trom the dote of ; :
-~ Lp . the above provisions LLP need not ch he dote of 1ssue of
e i firm. These provisi ~ ~ANge its name it i
ability, gmershi? _ provisions are epplicable only in " 'S name resembies with 13
ﬁrqsfmd trade mark of q proprietor 1l Case where name ic "ese;- > W The name of o
noles with LLP company
Odule) Ws Vardhman Steels LLP need nas o1 . x
e, = 1T change its name :
''C €ven it resembles with +
ST two 6 oo o
- ~A
{ak, Priyonsh, Abhinav Gﬂu Bhawna were Partners in Singh Jain o . & \
yed in se firm we.f. 01.11.2022 but this was not informed to Qé‘c by LLP SSociates LLP. Abhinav resigned fram
cble for the loss of firm of + . ; or Abhinav. Whether Abhinay will s4ilf
e fedle of The transactions entered after 01 11 20227
dians) 4
A Al Modul 251
2rship Y 2 / e
,Lfnrdmg to sectno.n 24(3), where a person hasl ceased to be a partner of an LLP (hereinofter referred to
k] famc. rpar?ner ). the former partner is to be regarded (in relationfo any person dealing with the LLP)
#¢till being a partner of the LLP unless—
P but &) the person has notice that the former partner has téased to be a partner of the LLP: or
£ LLP B} notice that the former partner has ceased to be a partner of the LLP has been delivered to the
bility Fegstrar.
Hence, by virtue of the above provisions, as no notice of resignation was given to ROC, Abhinav will still be
y'24] %ble for the lossiof firm of the transactions entered after 01.11.2022.
legal Qestion 72
. ’ by the Tribunal
s but - Bumerate the circumstances in which a Limited Liability Puﬁmrshtp:;i); be :::n:;p 2(;05
B o S iabili nershi ' -
;th: ¥our answer in respect of the provisions of the Limited LiabiliTy [MTP Moy'24 - 5 marks]
el

A R hi
iy by Tribunal Section 64 of the Limited Liability Partners
only. ances in which LLP may be wound U
f RS, ﬁ}&ﬁﬂj
Wig 19y be wound up by the Tribunal e Tribunal

: d below twa
o4 the LLp decides that LLP be wound up by th < of the LLP is reduce

per of Pamgrd integrity of India, the security o

f num
) 'f’fw i 8 of more than Six e *hi the sovereignfy a7
. "bl el has acted against the interests ¢ £ Account and Solvency or
|OOO S?{n’e " : the 5161'3“13}11 0
o 4 the L‘;:'pPUbllc order; ¢iling with the Registror L
o has made a default in filing*". rs; or LLP be wound UP:
its { . gpinancial yedt=> that the

2 i B)is : ﬂ:or any five consecun::c:rif e i gquitable

Fibunal is of the opinion | i A
ule] ‘ f p i firm oS wl;t‘:i':i:';lmbn-w

Yion o, . aees Partnersn'’P 08, advi

the o v d g Limited L'“F"“H partnershiP ct, 20 I e

: khr::ﬁh‘ed_ As per the provisions of The nated parfner
] P firm, about who can be the s
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ol or 100 nearly resembles to that of any other '
person under the Trade Marks Act, 1999 :

LLP
OF a company or a registered trade mark of

n 17 provides, if the name of LLP is ident;
gection 1 LP is id :
w"h‘:'of any other LLP or a company; or entical with or 1
tho de mark of a i
"™ ctered trade m proprietor under the Trad
0 ation of such LLP : e Marks Act, 1999
,(:ln P anapgl|cu11::ac;fsuc; I-LLP Toorcp}:‘oprue.'ror referred to in clauses (a) and (b) respectively or a company
ih‘c: mz:i::ec ange I1s name within a period of 3 months fr':r‘n the d)::tz of issE: of'
ection.
gch© -
. the above provisions, LLP need not ch i ik
o h: firm. These provisions are Opplicableu:iT I.ts name if its name resembles with the name of @
rship B Lok & prapristol y in case where name is resembles with LLP, company

00 nearly resembles to-

'vn I.egimred tra
e, W/$ vardhman Steels LLP need not change its name even it resembles with the name of firm.

question 6°
{anik, priyansh, Abhinav and Bhﬂf’mﬂ were purtners in Singh Jain & Associates LLP. Abhinav resigned from
the firm we.f.01.11,2022 but this was not informed to ROC by LLP or Abhinav, Whether Abhinav will still

be liable for the loss of firm of the transactions entered after 01.11,2022?
[ICAT Module, May'25)

Answer:
Jccording o section 24(3), where a person has ceased to be a partner of dn LLP (hereinafter referred to

« former partner”), the former partner is to be regarded (in relation Yo any person dealing with the LLP)

«still being a partner of the LLP unless—
(o) the person has notice that the former pa
(5) notice that the former partner has ceased to be a partner o

Registrar.

Hence, by virtue of the above provision
lible for the loss of firm of the transa

Emte the circumstances in which a Limited
ive your answer in respect of the provisions of the

~tner has ceased to be a partner of the LLP: or
f the LLP has been delivered to the

s, as no notice of resignation was given to ROC, Abhinav will still be
ctions entered after 01.11,2022.

Liability Partnership may be wound up by the Tribunal.

Limited Liability Partnership Act, 2008.
(MTP May'24 - 5 marks]

Answer:
Ceeunstances in which LLP may be wound U by Tribunal [Section 64 of the Limited Liability Partnership
4d.200)
A
(I]L:;Pt:“y be wound up by the Tribunal: e
e LLP deci the Tribunal:
decides that LLP be wound up by ¢ the LLP is reduced el

r of partnerso

the numbe .
and integri

s of the sovereignty ty of India, the security of

2 .
ES} :; for a period of more than six months,
S:he LLP has acted against the interest
@it ate or public order; _
Ithe LLP has made a default in filing with the Registra
. eturn for any five consecutive financial years: o°
% the Tribunal is of the opinion that it is just and equitable that the LLP be wound up.

r the Statement of Account and Solvency or

I T ith Brown Limited and
; bility Partnership firm along wit
ited Liability pAct, 2008, advise Limited Liability

P .
p"ctu,.me.ek (an individual) has started @ Lim el Sl
Pem::mﬁed, As per the provisions of the Limited Liabily ROrIReER

hip firm, about who can be t

sners of the firm.
k (MTP May'24 - 5 marks)

he designated Pd
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i Act Zwﬁ every e r e "'r:'.
Arcrd n IC mf sig and ot 1asT ONE oF Them gy . 7
According to section 7 of the L';I'-e:l?aqg:uﬂgs IHQ@ ™
(LLP) shall have at least Two designated PO
rcSident 5 rme or n wthh one or more mf'rﬂf"f are v »
Provided. if in LLP, all the partners aré bodies cof'P‘;m partners of such LLP or nominees ot such
and bodi'e.s corporate, ot least Two individuals who

corporate shall act as designated partners.

£ roorgte H P Al
and one nominee of any bodies corpe Srian D Ges

Fatey
In the given question, at least Mr. Prateek
partners.
Question 9:

: Act) with ¢ rome %
XYZ LLP was registered under the Limited Liability Part M“Sh'%f;?pjoﬁi (LTl}f : ‘W-': :-""'f “':: r::: s
later found to be identical to an existing company S NAme, xXYZ oY et s
at the time of registration. ‘ ‘ the follow
Explain the provisions of the Limited Liability Partnership Act, 2008, in respect of the following
(i) When the name of LLP is identical.
(ii) Formalities with the Registrar of Companies of ter name change of LLP.

J
N

¥ ‘1.
9
o

Answer
According to section 17 of the LLP Act, 2008,
(i) Notwithstanding anything contained in sections 15 and 16, if through inadvertence, or otherwse

LLP, on its first registration or on its registration by new name, is registered by a name which i 22"
with or too nearly resembles to-

(a) that of any other LLP or a company; or
(b) a registered trade mark of @ proprietor under the Trade Marks Act 1999

as likely fo'be mistaken, then on an application of such LLP or proprietor referred to in clauses (o) 7%
(b) respectively or a company, the Central Government may direct such LLP to change its nome o 4
name within a period of 3 months from the date of issue of such direction Z

Provided that an application of the proprietor of She v

% ister pr—t i
a period of 3 years from the date of inco o 0:9 ' ed:mde marks shall be mointa c:.;: . »
this Act. hored registration or change of name of the LU &

(i) Where an LLP changes its name or obtains

such change, give notice of the change to Regist thin a period of 15 days from the 4™ ¢
rar with e
shall carry out necessary changes in the certificate of ; The order of the Central Goverrme *

in the certificate of incorporation, sych LLp 'NCorporation and within 30 e

| Aenge o cyrn T
Sin"c 1 ; J G__Y,c, (=1,
Question 10 Sl "“1“9%. lsmm?hzwwm

New name, it shall wi

per the provisions of the ="
Answer

According to section 6 of the Limited

() Every LLP shall have at leastmpm.;w,s 'p“"""'iv Act, 2008

[T e “thm’ @“*__A



time the number
Ifnfw han Six month Of-m”ners : : _Y?}lﬂm BUDDY
| frmore than S months while the p [BY& Yo dbgpitin0s M e
ur during the Time That it so carrieg on b ® SO reduced, the o, o N the L1p
mfﬁﬁ‘r that it is carrying on bUSine_ss W'ThUSl after 1, e Person who is 1
i b :

ﬂ"u_li incurred during that period.

carries on business
nd has the knowledge of

: sifudtion, the alone partne nally for the obligations of
the 9" 2008, governi " Should congig
ip At iy e LLE being operqt ldu ™he above provig;
sion 64 of the Limited Liabili *< by a single partner. °ns of the Limited Liability

the state or public order:
@ if the LLP has made a default in filling with the

R -
annual return for any 5 consecutive financial . ar?losrm the Statement of Account and Solvency or

\ i the Tribunal is of the opinion that it is just
) if the Tri . IT1S Just and equitable that +
hat the LLP be wound
up.

PAN W

) Explain the protection available for the “whistleblowers” in the context of the Limited Liability

partnership Act,2008.
ijbescribe the consequences of making a false statement in any return, statement or other document
wder Section 37 of the Limited Liability Partnership Act 2008 '
[May 24 - 5 marks])
Inswer
) According to section 31 of the Limited Liability Partnership Act, 2008,
(1) The Court or Tribunal may reduce or waive any penalfy leviable against any partner or employee of
alLP, if it is satisfied that:
* such partner or employee of an LLP has provided useful information during investigation of such
“LLP; or
W - ) 1
“'@l&ﬂnny information given by any partner or employee (‘*hffh“ :d:'::::r‘? ;'" et 'QGQIM' un)l:oc:s
toLLP or any partner or employee of such LLP being convicted u is Act or any 3

- <charged, demoted, suspended, threatened, harassed
(2) No partner or employee of any LLP may bei i:c?h:?m and conditions of his LLP or employment

or in any other manner discriminated agd ki : = rr it
Mmerely because of his providing information or causing information o be provided pursuan
section (1).
- S T hip Act, 2008, If in any return, statement or
W.%Acm,.ding to section 37 of the Limifed Lmbal;:); :c;r;n:r:f A oy it
 “Mher document required by or for the PUrPe
_‘:_:ntew., . iar, knowing it 10 be false: or
9 which is false in any material particular, e

® which omits any material fact knowing it T° |
4ct, be punishable with impes

fine which may extend to 5 e

- he i ' ms
', :&'M'. save as otherwise expressy promi:c:i:;'e :“’
i ‘ﬂ May extend to 2 years, and sh
_ ™tbe less than 1 lakh rupees:

all also
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Answer:

Small limited liabili rtnershi :

=L "Mited liability partnership D, S t, 2008, Il :

According to section 2(1)(ta) of the Limited Liability Partnership Ac Small limiteq s I_r“y

partnership means a limited liability partnership: _ :

() the contribution of which, does not exceed Twenty-;we lakh rupees or such higher AMmoung

s o ibed; an
exceeding five crore rupees, as may be prescribed; -

(i))  the turnover of which, as per the Statement of Accounts anc{ Solvency fa: the mmedrqfe!y Preceq
financial year, does not exceed forty lakh rupees or such higher amount, not ey fifty cn
rupees, as may be prescribed; or : , :

(iii)  which meets such other requirements as may be prescribed, and fulfils such terms and Conditiong o
may be prescribed.

Question 13 : '

A. B, C, and D are the partners of Alpha LLP and have equal share in the profits and !?sses of the LLp 4
has made an agreement to transfer 70% of his share in the profits of Alpha LLP to his daughtep x

X wanted to access information about the trading transactions of Alpha LLP claiming that she is entitleg
to the information as she receives a percentage of profits from the LLP. The partners refused to grant
her access. Does X have any remedy against the denial according to the provisions of the Limited Liability
Partnership Act, 20082 Are the partners correct in denying access to X?

hot

g

Ore

[Sept'24, May25)
Answer

Whether X has any remedy against the denial?

According to section 42 of the Limited Liability Partnership Act, 2008, the rights of a partner to a share
of the profits and losses of the limited liability partnership and to receive distributions in accordance
with the limited liability partnership agreement are transferable either wholly or in part.

The transfer of right pursuant to this section does not, by itself, entitle the transferee or assignee to
participate in the management or conduct of the activities of the limited liability partnership, or access
information concerning the transactions of the limited liability partnershi p.

In the given question, the partners of Alpha LLP are correct in de
trading transactions to X (daughter of A).

X does not have any remedy against the denial by the partners of Alpha LLP.

Question 14
Amit and Priya are partners in XYZ LLP, a consulting
to notify the LLP within the required period, A mo
Joining XYZ LLP as a partner, and ofter a few disc

nying access of information about

firm. Recently, Priya moved to a new address but fﬂrg'?f
nth later, Amit's Cousin, Ramesh, expressed inferest
ussions, he was accepted as q new partner.

Y Update the Registngp of Compani - Daiva's address
; e Panies (RoC) regarding Priya’s
change or Ramesh's admission as a partner, Two months after Ramesh joined( fhe)LLPg fijedi notice with the

about the non compliance : t informing e
ROC about: Pliance in respect to no
(i) Priya’s address change
(i) Ramesh's admission as a partner,

[RTP Jo
Answer:
According to section 25 of the Limited Liabili

Eve rtner shall inform the LLP of any chane in & | @
e 5:51'?;::"9& MY change in his name or address within o period of 19 doy

w _ ) ( The Limiteq Liability Partnership

¥ Partnership Act. 2008
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Yy ,
f‘[‘} ,mr!f: P;-::"‘hitt;nmrr. Or ceases tq pe
e  becomes or ¢ a part
enges ¢ ner, file
here 1S ob a noti
i gher ‘0? I c;ny change in the name 0partner:ang T e Registrar
Jifhin 30 days © such change. Or address of 4 within 30 days
filed with the R partmer, file a not,
L egistrar under sub Ce with the Registrar
@ ghall be in such form and accompanied bSech.;,n (2)-
) shall b€ signed by the designated Y such fees as
¢ribed: and partner of the upm be prescribed
and authenticated in S
r as may be

o) if it relates to an incomin
Sl e Sigmj gar:per, shall contain o statem
Y him and authenticated in ?h: nt by such partner that he consents to
Mmanner as may be prescribed

.- Ch :
e: Under the provision, Pri

(0
+hin 15 days of the move. Foll Ya was required to i
; to inform XYZ LLP of
her address change

within owing that
: i _ SN
days of being notified of Priya's new addr YZ LL? was required to fil oag
ess. As Pr;ya did not inform th Ca:once with the RoC within 30
e LLP about change of address and

c_,ngaqucnﬂy LLP did not file a noti .
s nat in compliance with the requi:-ceii:?i‘:qmg the change in address of Priya with the
ine, ith the Registrar, XYZ LLP

(1) Ramesh's Admission as a Partner: F
- For new f
4ys of a person becomi " new partners, XYZ LLP must fi -
B atherticoted as przgc: _Eﬂl:ner. This notice should include Rar:‘r\eshf'le a notice with the RoC within 30
ibed. The delay in filing means XYZ LLP d'ds cton_sant fs':‘a‘tmn‘?, signed by him
id not meet the 30-day requirement

Question 15
R e 18

Define the term 'Financi ]
ial Year' as per the provisions of the Limited Liability Partnership Act 2008
A:u\m'f':l : [MTP Jar25-52 ;rnrks]
Financial Year: According to séction-2(1)(1) of imi
inrelation to a Limi gy Lok the Limited Liability Partnership Act, 2008, "Financi .
a Limited Liability Partriership (LLP), means the period from th;plﬂcdllvi?‘ac;;:ﬁ:cml Yw: :
a year to

the 31st day of March of the following year
However.in th incorporat ’f rt Oth f T r of r f al year
~in the case of d LLP incorpora ed after the 3 day of September of ayea the financial
4 1 Y

mayend on'the-31st day of March of the year next following that year.

Susﬂon 16
S . [

: m& Associates LLP was formed in the year 2020 and it was engaged in the business of manufacturi :
ic parts for automobiles. It constituted of Mr. Naveen and Mr. Suresh as designated par‘rner:‘?v::

responsible for obtaining contracts from various automobile manufacturers across the country for

supply of spare parts for vehicles.
unal against the LLP in connection with a financial

ordered by the Trib
nd an employee of the LLP, was accused by

f the Accounts Managers d
tors of the froud.

:" the year 2021, an investigation was
raud worth % 50,25,000. Mr. J, one ©

the complainant as one of the perpetra
of X 1,25,000 to be paid by Mr. J on his conviction. Mr. J approached the

+he other black sheep involved in the fraud, thus aiding in the
roviding some relief in the penal action take :
for this act. R aguinst

iability partnership Act, 2008:
£f or reduce the penalty imposed by it on Mr. J?
mission of the act of revealing the name of the other

1::; Tribunal levied a penalty
; '-"?ﬂl and provided vital information about
""‘_"'-S?lgaﬁon process. The Tribunal is considering P
im, while the LLP is planning 10 suspend Mr. J from service

of the Limited L
nal can waive 0
7 from service for com

;:_""Sidfring the provisions
(l) Decide whether the Tribu
ii) Can the LLP suspend Mr.

accused involved in the fraud?
[Jan25 - 5 marks]

' 1 AR S
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Answer )
nolfy gviable 699

section 31(1) of the
The Court or Tribunal may ré »
it is satisfied that: 19 hot pfoVidfrd ysefu
« such partner or employee ‘of an

or when any information given
+  when any information given by

LLP or any partner or employee

partner of &7

_ this Act or any other Act
Canwc?z er
of such LLP being

as under:
On the basis of the above provisions. the 9 fx 1,25,000 being mapescd on e,

(i) Yes, the Tribunal has the power 10 e helpful towor
he has provided useful information that 18

LLP.
ides that
(i) Section 31(2)of the LLP Act, 2008 fmf'-er'growd::
No partner or employee of any limited liability pa b
threatened, harassed or in afy other manner discriminated 099!
liability partnership or employment merely because of his

be provided pursuant 10 sub-section (1). Hence, Mr. J cannot be suspended from the'job by the LL? o

the grounds of having provided vital inf ormation regarding the fraud to the Tribunal.

Question 17 ~ Y

: 1 irn Y1071 1
formation Guring investigation of sy,

by any par'ﬂ”f or pwu (whﬂ’w or not during investigation) leade .
arny

ds investigations in the case of fraud by 4,

nership may be discharged, demoted, susperde;
the terms and conditions of his limitss
is providing information or causing information 4

|
_]_;4

s

T

v s

——

XYZ LLP was incorporated on 15th March, 2023, with its regisfmd' office in Mumbai. The LLP receivedc

legal notice from a supplier at this address. However, the partners claim they never received the notice,

they had shifted their office to Pune on 10th Jan, 2024, but had not informed the Registrar about the

change.

Based on the provisions of ‘the provisions of the Limited Liability Partnership (LLP) Act, 2008, odvst

whether the service of notice at the Mumbai address is legally valid.

[MTP May25 - 5 mars<]

Registered Office of LLP and Change therein

(1) Every LLP shall have a registered office to which all communications and notices may be addressed and

where they shall be received.

-

vy D::

(2) A document be served
s ona LLP or a partner or designated partner thereof by sending * ©

under a certificate of posting or by regist.
the registered office and any other 3"“::&::;2; by any other manner, as may be pf-gscr.bed, o

form and maner a8 moy be swescibied. ly declared by the LLP for the purpose "
(3) A LLP may change the place of its registered of
in such form and manner and subject to such ¢

fice and file th L
e notice h 1l Reg;g"r‘ﬁ-.
take effect only upon such filing. of such change with The iy

onditi :
ions as may be prescribed and any such change 5™
In the given question, the registere
" d :
the LLP has shifted their of fice to Pu::,ﬁu of XYZ Lip is at Mumbai Furth th . informs the!
. er, the q”gstlon |
In the light of the provisions of the Act gnd

be Mumbai as it is registered wi the facts o . _
ered st ol with the Registrar. T}mf question, the registered office of XY7 LLF ¥ :

A . 35
hanged office to Pune cannot be treafed "
Thus, the service of notice at the Mumbai oddress
is |eguliy
valid,

The Limited 1 ;
“Mited Liability Partnership Act

oS i
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¢ role and liabilities of De Ideple Id\ . ItSnItIno

Signate
g, answer the following questiong.

J “: LLP where all partners are corporate entities, can g Corporate body be appn
] ?
LLp. J] 1f on Lr"P ﬂsreem;"' d::t‘:mdspet’-lfy o partners, whether 1p . .
: ol ¥t designated partners un der *hg LLP Act, 20087 can be validly formed
W 'gnﬂ“d partner of an LLP in Indiq ig P'ﬂnning
i } ;fLP was pemtizeq for non-compliance, byt gne
ll'p," 3ff"‘ ,.ggufatory requirements. Can he ayoid lakilit

artne
reina Limited Lfﬂbiil?" P"‘”"ﬂsh:p 0LP) wnder the

y? . he was uroware

[MATP May 25 - 5 marks]
- e B, under Sections ;
the Act, 2008, under Sections 7 and B, outlines the ibilis ok

m 1ed Partners (DPs). Following are the answers: 9i0Nity, responsibilities, ond liabilities of

sy

Erery LLP must have at |east two designated partners, and at
? il where if, all partners are bodies corporate, at least twe individuals must be appointed as mwg;
o s. Therefore, as per the stated loy 4 corporate body cannot be appointed as o desigrated
:o artner. Only individuals are eligible to be appointed as DPs.

i’f}.s? one mus?t be a res dent of Trde

j) The incorporation document must specify the designated partners, or they must be appointed per the
LLP agreement.

wardingly, if an LLP agreement does not specify the designated partrers, they the partrers specified in
the incorporation document containing designated partners can validly form the LL2 Prokphdnce with
the LLP Act, 2008.

) As per the LLP Act, 2008, at least one designated partner of the.LLP must be a resident of India A
resident of India is defined as a person who has stayed in Ifdia for ot least

year. If the designated partner is permanently relocating, he may no lo
residency criteria of staying in India for at least 120 days in the financial

120 days in the financicl
nger require to fulfill the
year

) Designated partners are responsible for ensuring that the LLP complies with the LLP Act 2008

& If the LLP fails to comply with statutory requirements, designated partners are held personally
lable for pefialties

=S My fdce fires or legal consequences for any violations of the LLP Act.

{‘l’ha designated partners, claims he was unaware of the regulatory requirements He connot take

?dof the ignorance and cannot avoid the liability
%'H
:':ld Nzha_ two entrepreneurs, plan to start a new Limited Liability Partnership (LLP) foc;.\sg? on Al-
Micong re development. They decide to name their LLP as "NextGen AI Imovu‘r:olns LLP* Before
"!1 g with the incorporation, they want to ensure that their chosen name is availoble and reserved

%'Y to the Registrar through the prescribed web-based platform and pay the required fee for name

:':Ml:lr-l.imﬂ cri!?e 'ﬂm legal requfremenfs as to the reservation of a name as per relevant provisions
M ed Liability Partnership Act, 2008. AT May25- 5 ke

the 190 16 of the Limited Liability Partnership (LLP) Act, 2008, @ person may apply o the Registrar
i ":::mmm" of a name in either of the following circumstances

&) € name of a
s roposed LLP, or
5 4the fo WhﬁChpﬂﬂ existing LLP proposes To change its nome.







