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1. The question paper comprises two parts, Part | and Part Il.
2. Part | comprises Case Scenario based Multiple Choice Questions (MCQSs)
3. Part Il comprises questions which require descriptive type answers.

PART | — Case Scenario based MCQs (30 Marks)

Part | is compulsory.

Case Scenario 1

Silver Private Limited was incorporated in 2016 having its registered office at
Gurugram, Haryana. It is registered with an authorised share capital of ¥ 10 crore
divided into 1 crore equity shares of ¥ 10/- each. The paid-up share capital of the
company is ¥ 50 lakh divided into 5 lakh equity shares of ¥ 10/- each. The company
is in manufacturing of rubber parts to be used in manufacturing of parts of
passenger vehicles.

Mr. Raj and Mr. Pawan are directors of the company. Mr. Siddharth (son of Mr. Raj)
on January 8, 2022 had advanced a loan of ¥ 50 lakh at an interest rate of 8% p.a.
and the loan is expected to be repaid after a period of thirty six months.

Silver Private Limited intends to accept deposits of ¥ 60 lakh from its members for
the purpose of expansion of its business. The financial particulars of the company
are as below mentioned: -

S. No. Particulars Amount (%)
1 Paid-up share capital 50 lakh
2 Free Reserves 20 lakh
3 Security premium 10 lakh
4 Borrowings from banks 65 lakh
5 Turnover 200 lakh

As on the date of acceptance of deposits, the company has not defaulted in
repayment of borrowings along with interest thereon.

The Company Secretary of the company informed Board of Directors of the
company that they need to appoint an internal auditor for audit of the company. The
Board stated that statutory auditor is already performing audit function and there is
no need to appoint internal auditor as it causes additional burden on the company.



The company require funds for the purpose of meeting working capital
requirements. The company has approached the bank for meeting working capital
requirements and has availed a loan of ¥ 65 lakh from bank. The loan is secured
by the personal guarantee of the directors of the company.

On the basis of above facts and by applying applicable provisions of the Companies
Act, 2013 and the applicable Rules therein, choose the correct answer (one out of
four) of the following Multiple Choice Questions (MCQs 1-5) given herein under: -

1. With respect to loan advances by Mr. Siddharth to Silver Private Limited,
whether the same can be classified as deposit or not?

(a)

(b)
(c)

(d)

It will be treated as deposit as the loan is advanced by Mr. Siddharth
who is neither director nor shareholder of the company.

It will be treated as deposit as the loan is given by relative of the director.

It will not be treated as deposit as Mr. Siddharth has given loan to the
company at an interest rate of 8% p.a.

It will not be treated as deposit if Mr. Siddharth gives a written declaration
to the effect that loan is advanced by him from his own source of funds,
not from borrowings or accepting loans or deposits from others and the
company shall disclose the details of money so accepted in the Board’s
Report.

2.  With respect to acceptance of deposits from members, which of the below
mentioned statement is correct:

(a)

(b)

(c)

(d)

Silver Private Limited cannot accept deposits of more than paid-up share
capital which is ¥ 50 lakh.

Silver Private Limited can accept deposits of ¥ 60 lakh from members,
as itis less than twice of its paid up share capital or ¥ 50 crore, whichever
is less.

Silver Private Limited cannot accept deposits of more than higher of
aggregate of paid-up share capital and free reserves which is ¥ 70 lakh
and borrowings which is T 65 lakh.

Silver Private Limited cannot accept deposits of more than aggregate of
paid-up share capital and free reserves, which is ¥ 70 lakh.

3. Is Silver Private Limited required to appoint internal auditor in accordance with
the provisions of the Companies Act, 20137

(a)
(b)

(c)

(d)

Silver Private Limited is not required to appoint internal auditor as
private companies are not required to appoint internal auditor.

Silver Private Limited is required to appoint internal auditor as
borrowings is below prescribed limited.

Silver Private Limited is required to appoint internal auditor as aggregate
of paid-up share, free reserves and security premium is more than
prescribed limited.

Silver Private Limited is not required to appoint internal auditor as
turnover is less than prescribed limited.
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Which of the following statement is correct in respect of loan of ¥ 65 lakh
availed by the company?

(a)

(b)

(c)

(d)

Silver Private Limited needs to create and register charge within 30 days
from the date of sanction of loan.

Silver Private Limited is not required to create and register charge as the
loan is against the personal guarantee of directors.

Silver Private Limited needs to create and register charge within 15 days
from the date of sanction of loan.

Silver Private Limited needs to create and register charge within 60 days
from the date of sanction of loan.

The management of Silver Private Limited for ease of doing business and
reduce compliance burden, proposed, it to be registered as a small company.
Within the provided information and the legal requirements under the
Companies Act, 2013, recommend on the validity of the said proposal:

(a)

(b)

(c)

(d)

Proposal is valid, as any private limited company can apply for the status
of small company.

Proposal is invalid, as the Silver Private Limited is not fulfilling the
requirement of turnover of ¥ 400 crore.

Proposal is valid, as the Silver Private Limited is fulfilling the requirement
of paid up share capital and turnover which is within the prescribed limits.

Proposal is invalid, as Silver Private Limited is fulfilling the requirement
of paid up share capital.

The financial particulars of ABC Limited in respect of immediately preceding
financial year are as under:

S. No. Particulars Amount in ¥ crore
1 Net worth 280

2 Turnover 550

3 Net Profit 5.50

4 Borrowings 60

Choose the correct option in terms that whether the provisions of Corporate
Social Responsibility are applicable to ABC Limited.

(a)

(b)

(c)

(d)

No, as ABC Limited is having net worth of more than ¥ 250 crore in the
immediately preceding financial year.

Yes, as ABC Limited is having turnover of more than ¥ 500 crore but
less than ¥ 800 crore in the immediately preceding financial year.

Yes, as ABC Limited is having net profit of more than ¥ 5 crore in the
immediately preceding financial year.

Yes, as ABC Limited is having loans and borrowings of more than ¥ 50
crore in the immediately preceding financial year.



7. Under what circumstances is the requirement for constituting a Corporate
Social Responsibility (CSR) Committee waived, and who is responsible for
discharging the functions of the CSR Committee in such cases?

(@) When the amount to be spent by a company does not exceed fifty lakh
rupees; the Board of Directors assumes the responsibility of the CSR
Committee's functions.

(b) When the amount to be spent by a company exceeds fifty lakh rupees;
the Board of Directors assumes the responsibility of the CSR
Committee's functions.

(c) When the amount to be spent by a company does not exceed fifty lakh
rupees; the shareholders assume the responsibility of the CSR
Committee's functions.

(d) When the amount to be spent by a company exceeds fifty lakh rupees;
the shareholders assume the responsibility of the CSR Committee's
functions.

Case Scenario 2

Vidhya Masterminds LLP was incorporated on 15™ April, 2023. Sagar, Manthan,
Vishnu and Vasuki were partners in the firm. Sagar and Manthan were also the
designated partners in this firm. The firm was incorporated with the object of
manufacturing and trading of cycles. The business was going too smoothly.

But on 30" April, 2023, some Mr. Vidhyaram Tolaramani filed an application to
registrar that he has a registered trademark in the name of “Vidhya Masters” which
he has got registered before 15.04.2023. Therefore, the LLP “Vidhya Masterminds
LLP” should change its name. On the basis of basic investigation, registrar found
that Mr. Vidhyaram Tolaramani was correct in contention. The registrar sent a
direction to Vidhya Masterminds LLP to change its name as it too nearly resembles
with the trademark of Mr. Vidhyaram Tolaramani i.e. “Vidhya Masters”. The notice
was issued by the registrar on 5" May, 2023 by post but due to some internal
problem of postal department, notice reached the LLP on 10" May, 2023. Vidhya
Masterminds LLP ignored the notice and continued working under the same name.
On 15™ August, 2023 the registrar suo-moto allotted the LLP a new name “Sahitya
Masterminds LLP” and entered this new name in the register of LLP and also issued
a fresh certificate of incorporation to Vidhya Masterminds LLP with new name.
Vidhya Masterminds LLP, now “Sahitya Masterminds LLP” was not comfortable
with new name. It started the process to change the name allotted by the registrar.

Meanwhile, Vishnu was appointed as designated partner in Vidhya Masterminds
LLP on 25" July, 2023 but this information was not sent to the registrar. On 20t
June, 2023, Mr. Vasuki had given a written notice to the LLP that he could not
continue as a partner in LLP with effect from 22" July, 2023. This cessation from
the LLP was also not informed by either LLP or Mr. Vasuki, to the Registrar.

On the basis of above facts and by applying applicable provisions of the Limited
Liability Partnership Act, 2008 and the applicable Rules therein, choose the correct
answer (one out of four) of the following MCQs (8- 10) given herein under: -



8. When the registrar directed Vidhya Masterminds LLP to change its name, by
which date the LLP should have changed the name of LLP?

(a) By 5™ August, 2023 i.e. within a period of 3 months from the date of issue
of such direction by registrar.

(b) By 10" August, 2023 i.e. within a period of 3 months from the date of
receiving of such direction by the firm.

(c) By any time according to the convenience of Vidhya Masterminds LLP.
(d) Vidhya Masterminds LLP is not liable to change its name.

9. Vishnu was appointed as designated partner in the Vidhya Masterminds LLP
on 25 July, 2023. By what time limit the LLP should have informed the
registrar?

(a) 9™ August, 2023 i.e. within 15 days of appointment
(b) 24™ August, 2023 i.e. within 30 days of appointment
(c) 25% August, 2023 i.e. within 1 month of appointment
(d) 25% October i.e. within 3 month of appointment.

10. Whether Mr. Vasuki will be liable for penalty for not intimating the registrar
about the appointment of Mr. Vishnu as designated partner?

(@) No, as he was not partner in LLP on the date of appointment of
designated partner.

(b) Yes, as former partner is to be regarded still being a partner of the LLP
unless a notice has been delivered to the Registrar by former partner or
LLP.

(c) Yes, even if a notice has been delivered to the Registrar by LLP about
his retirement.

(d) No, in any case Mr. Vasuki will not be liable.
Case Scenario 3

Tech Inspiration Private Limited was incorporated on 30.06.2018. The main object
of the company was to provide guidance classes for engineering aspirants. For this
purpose, they opened a coaching center at Freedom Plaza, Near Bhagwan Talkies,
Bye Pass Road, Agra. The premise was owned by the company. The company also
made a “Employee Appointment Committee” for the systematic selection and
appointment of employees including faculties for teaching. In the first slab,
committee appointed nine teachers, 3 clerical staff and one peon. For the purpose
of expansion of business, company decided to open a branch of the company at
nearby city of Agra. After the due research, the company decided to open its branch
at city “Bharatpur” which was just 50 kilometers far from Agra. The company
approached Mr. Raghuram Meena owner of land at Bharatpur suitable for
company. Mr. Raghuram Meena leased his land for ten years to Tech Inspiration
Private Limited. The land had a small temple of lord Ganpati at its centre. The
company constructed the classrooms on the land and many students joined the
coaching classes. Besides it, the temple generated some income in the form of
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“Chadhava” (donation). Mr. Raghuram Meena claimed the income of temple with
the contention that he had leased only the land and not the temple.

Further one more problem arose in the company. “Employee Appointment
Committee” found that one of the faculties, Mr. Nitesh Gupta was not performing
well. He was not justifying his duties. Therefore, “Employee Appointment
Committee” decided to terminate him with effect from 31.01.2024 and send him
notice of termination by properly addressing and by registered post to Mr. Nitesh
Gupta. Mr. Nitesh Gupta refused to accept the notice and returned back it to the
postman. After two months, on 01.04.2024, Mr. Nitesh Gupta filed a suit against
the company for claiming the salary for the period from 01.01.2024 to 31.03.2024
with the view that his appointment cannot be terminated because of two reasons:

() “Employee Appointment Committee” was established just to appoint the
employees. They are not authorised for their termination.

(i)  Mr. Nitesh Gupta’s refused to accept the notice of termination with the
contention that it was not properly served to him.

On the basis of above facts and by applying applicable provisions of the Limited
Liability Partnership Act, 2008 and the applicable Rules therein, choose the correct
answer (one out of four) of the following MCQs (11-13) given herein under: -

11. Whether Mr. Raghuram Meena is correct in his claim? Whether he may claim
the income of temple:

(a) Yes, Mr. Raghuram Meena was correct in his views as he leased only
land not the temple, situated on such land.

(b) Yes, as temple is a constructed building, not land.

(c) No. ‘Immovable Property’ in terms of the General Clauses Act, 1897
includes land, benefits to arise out of land, and things attached to the
earth, or permanently fastened to anything attached to the earth. So,
benefits attached to land and income from temple will be of Tech
Inspiration Private Limited.

(d) No. It is the right of Tech Inspiration Private Limited to decide that who
will claim the income of temple.

12. Whether “Employee Appointment Committee” may terminate Mr. Nitesh
Gupta even the authority letter given to “Employee Appointment Committee”
has no specific clause authorizing it for termination of employees?

(@) No, as “Employee Appointment Committee” was authorised only for
appointment and not for termination of employees.

(b) Yes, because section 16 of the General Clauses Act, 1897, provides that
unless a different intention appears, power to appoint to include power
to suspend or dismiss.

(c) No, because section 16 of the General Clauses Act, 1897, provides that
power to appoint does not include power to suspend or dismiss.

(d) No, It's only board of directors of Tech Inspiration Private Limited who
has the right to terminate its employees in board meeting.
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13. Whether the refusal to accept the notice sent by post, by Mr. Nitesh Gupta
would be termed as not serving of notice of termination?

14.

15.

(a)
(b)
(c)

(d)

Yes, as Mr. Nitesh Gupta had not accepted the notice.
Yes, refusal to accept the post will always be considered as not served.

No, because as per section 27 of the General Clauses Act, 1897 the
service by post shall be deemed to be effected by properly addressing,
pre-paying, and posting by registered post.

No, Mr. Nitesh Gupta had the information of sending of notice.

Mr. Amar (a resident individual) want to remit US$ 60,000 to his son in the
USA after winning a big lottery. Considering the provisions of the Foreign
Exchange Management Act, 1999, choose the correct action which Mr. Amar
would take to remit the said amount to his son in the USA.

(a)

(b)

(c)
(d)

Mr.

Visit a local bank and request a direct transfer to his son's US bank
account.

Cannot remit the said amount as remittance out of lottery winnings is
prohibited.

Travel to the USA personally with the cash winnings, to give it to his son.

Convert the US Dollar winnings into a different currency before sending
it to his son.

Prakhar, an Indian Resident individual, wishes to obtain Foreign

Exchange for a gift remittance totaling US$ 50,000. Which of the following
statements accurately reflects the regulatory requirement under the Foreign
Exchange Management Act, 1999 (FEMA)?

(a)

(b)

(c)

(d)

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

Mr. Prakhar must seek prior approval from the RBI for the remittance
exceeding US$ 50,000.

Mr. Prakhar must seek prior approval from the RBI for any gift
remittance, regardless of the amount.

Mr. Prakhar does not need to comply with any FEMA requirements as
gift remittance does not fall under the purview of the FEMA 1999.



PART — Il DESCRIPTIVE QUESTIONS

Question No.1is compulsory. Candidates are required to answer any

four questions from the remaining five questions.

Wherever necessary, suitable assumptions may be made and disclosed by

1. (a)

(b)

way of a note.
Working notes should form part of the answers.
Maximum Marks — 70 Marks
PART II- Descriptive Questions (70 Marks)
Question No.1 is compulsory.

Attempt any Four questions out of the remaining Five questions.

The information extracted from the audited Financial Statement of
Resolution Private Limited as on 31st March, 2023 is as below:

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

(2) The turnover is ¥ 2,00,00,000.

It is further understood that Yellow Limited, which is a public limited
company is holding 2,00,000 equity shares, fully paid-up, of
Resolution Private Limited. Resolution 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 time
line during the financial year 2023-24. The ROC has issued a notice to
Resolution Private Limited as it has failed to file the cash flow statement
along with the Balance Sheet and Profit and Loss Account. You are to
advise on the following points explaining the provisions of the
Companies Act, 2013:

(i)  Whether Resolution Private Limited shall be deemed to be a small
company whose significant equity shares are held by a public
company?

(i)  Whether Resolution Private Limited has defaulted in filing its
financial statement? (5 Marks)

The balances extracted from the financial statement of Pacific Limited
are as below:

Sr. | Particulars Balances as on Balances as on
No. 31-03-2023 as per 30-09-2023
Audited Financial (Provisional ¥ in

Statement (3 in crore) crore)

1. Net Worth 100.00 100.00
) Turnover 500.00 1000.00
3. Net Profit 1.00 5.00




(c)

(d)

(a)

(b)

(c)

Explaining the provisions of the Companies Act, 2013, you are requested
to examine whether Pacific Limited is required to constitute '‘Corporate
Social Responsibility Committee' (CSR Committee) during the second
half of the financial year 2023-24. (3 Marks)

Smart Limited declared dividend at its Annual General Meeting held on
31-07-2023. The dividend warrant to Mr. A, a shareholder was posted
on 22" August, 2023. Due to postal delay Mr. A received the warrant on
5th September, 2023 and encashed it subsequently. Can Mr. A initiate
action against the company for failure to distribute the dividend within 30
days of declaration under the provisions of the Companies Act, 2013?

(2 Marks)

Mr. Pravesh, an Indian National desires to obtain Foreign Exchange for
the following purposes:

(i) US$ 140,000 for studies abroad on the basis of estimates given by
the foreign university.

(i) U.S. $ 10,000 for remittance towards hiring charges of
transponders.

Advise him whether he can get Foreign Exchange, as per the provisions
of the Foreign Exchange Management Act, 1999. (4 Marks)

Samayak Limited is a company engaged in the business of
manufacturing papers. Kindly explain the provisions related to quorum
in meeting as per the provisions of the Companies Act, 2013.

(5 Marks)

"The offer of buy-back of its own shares by a company shall not be made
within a period of six months from the date of the closure of the preceding
offer of buy-back, if any and cooling period to make further issue of same
kind of shares including allotment of further shares shall be a period of
one year from the completion of buy back subject to certain exceptions."
Examine the validity of this statement by explaining the provisions of the
Companies Act, 2013 in this regard. (5 Marks)

Mr. Rachit purchased a new house and after some time he shifted to his
new house. He was regularly filing his Income Tax Return but he did not
update his address with the Income Tax Department. The Income Tax
department sent a show cause notice to Mr. Rachit whereby the time
limit for reply was 15 days from service of notice. The notice was properly
sent by registered post to his address which was in the records of the
Income Tax Department. The notice reached at old house and present
owner of that house refused to accept that notice. After a certain period,
the Income Tax Department took a penal action against Mr. Rachit. He
requested the department, that he should not be charged as he did not
receive the said notice. Advise in terms of the provisions of the General
Clauses Act, 1897, whether sending of the show cause notice by the
Income Tax Department would be considered proper service of notice?



(a)

(b)

(c)

(a)

(b)

(c)

(a)

(b)

Give your answer with reference to the provisions of the General Clauses
Act, 1897. (4 Marks)

Explain the provisions of the Companies Act, 2013 relating to the
‘Service of Documents’ on a company and the members of the
company? (5 Marks)

The Promoters of J Limited contributed in the shape of unsecured loan
to the company in fulfilment of the margin money requirements stipulated
by State Industries Development Corporation Ltd. (SIDCL) for granting
loan. In the light of the provisions of the Companies Act, 2013 and Rules
made thereunder whether the unsecured loan will be regarded as
Deposit or not. What will be your answer in case the entire loan obtained

from SIDCL is repaid? (5 Marks)
Explain the impact of the two words "means" and "includes" in a
definition, while interpreting such definition. (4 Marks)

The Companies Act, 2013 has prescribed an additional duty on the
Board of directors to include in the Board’s Report a ‘Directors’
Responsibility Statement’. Briefly mention any four matters to be
furnished in the said statement. (5 Marks)

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

(5 Marks)

In what way are the following terms considered as external aid in the
interpretation of statutes:

()  Historical Setting
(i) Use of Foreign Decisions (4 Marks)

“‘LLP is an alternative corporate business form that gives the benefits of
limited liability of a company and the flexibility of a partnership”. Explain.

(5 Marks)

ABC & Associates, a firm of Chartered Accountants was re-appointed as
auditors at the Annual General Meeting of X Ltd. held on 30-09-2022.
However, the Board of Directors recommended to remove them before
expiry of their term by passing a resolution in the Board Meeting held on
31-03-2023. Subsequently, having given consideration to the Board
recommendation, ABC & Associates were removed at the general
meeting held on 25-05-2023 by passing a special resolution but without
obtaining approval of the Central Government. Examine the validity of
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(c)

(a)

(a)

(b)

(c)

removal of ABC & Associates by X Ltd. under the provisions of the
Companies Act, 2013. (5 Marks)

A confusion regarding the meaning of ‘financial year’ arose among the
financial executive and accountant of a company. Both were having
different arguments regarding the meaning of financial year & calendar
year. What is the correct meaning of the financial year under the
provision of the General Clauses Act, 1897? How it is different from
calendar year? (4 Marks)

What is ‘Floating Charge’? When does it get crystallised? (5 Marks)
OR

Discuss the provisions of the Companies Act, 2013 regarding the time
limit for holding the first annual general meeting of a company. Also,
state the power of the Registrar to grant extension of time for the First
Annual General Meeting. Explain with the help of an example.

(5 Marks)

Gato Limited dealing in coloured contact lenses, is a company
incorporated in Singapore. The said company is operating in India
through its branch office in Kolkata. The company has approached its
legal department to state the relevant provisions of the Companies Act,
2013 and rules made thereunder relating to preparation and filing of
financial statements in case of such a company. (5 Marks)

Ms. Prabha, a classical dancer of Bharatnatyam, wants to go to the USA
for a performance. In this connection she requires foreign exchange
drawal of US$ 50,000. Explain Ms. Prabha, the provision of the Foreign
Exchange Management Act, 1999, in respect of permission required for
such drawal of foreign exchange. (4 Marks)
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10. (b)
11. (c)
12. (b)
13. (c)
14. (b)
15. (a)

ANSWERS OF PART - Il DESCRIPTIVE QUESTIONS
Answer 1

(@) (i) According to section 2(85) of the Companies Act, 2013, small company means a company,
other than a public company, having-

(A) paid-up share capital not exceeding four crore rupees; and
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(B) turnover as per profit and loss account for the immediately preceding financial year not

exceeding forty crore rupees:
Provided that nothing in this clause shall apply to a holding company or a subsidiary company.

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

more of its subsidiary companies.

In the given question, Yellow Limited (a public company) holds 2,00,000 equity shares of
Resolutions Private Limited (having paid up share capital of 5,00,000 equity shares @ * 10 each
totaling ™ 50 lakh). Hence, Resolutions Private Limited is not a subsidiary of Yellow Limited and

hence it is a private company and not a deemed public company.

Further, the paid up share capital (" 50 lakh) and turnover (" 2 crore) is within the limit as
prescribed under section 2(85), hence, Resolution Private Limited can be categorised as a small

company.
(ii) According to section 2 (40), Financial statement in relation to a company, includes—
(a) abalance sheet as at the end of the financial year;

(b) a profit and loss account, or in the case of a company carrying on any activity not for

profit, an income and expenditure account for the financial year;

(c) cash flow statement for the financial year;

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

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

Provided that the financial statement, with respect to One Person Company, small

company and dormant company, may not include the cash flow statement.

Resolution Private Limited being a small company is exempted from filing a cash flow
statement as a part of its financial statements. Thus, Resolution Private Limited has not

defaulted in filing its financial statements with ROC.

(b) According to section 135(1) of the Companies Act, 2013, every company having net worth of
rupees five hundred crore or more, or turnover of rupees one thousand crore or more or a net

profit of rupees five crore or more during the immediately preceding financial year shall
2



(c)

(d)

(ii)

constitute a Corporate Social Responsibility Committee of the Board consisting of three or more

directors, out of which at least one director shall be an independent director.

In the given question, the company does not fulfil any of the given criteria (net worth/ turnover/
net profit) for the immediately preceding financial year (i.e., 1.4.2022 to 31.3.2023). Hence,
Pacific Limited is not required to constitute Corporate Social Responsibility Committee for the
financial year 2023-24.

Section 127 of the Companies Act, 2013, requires that the declared dividend must be paid to
the entitled shareholders within the prescribed time limit of 30 days from the date of declaration
of dividend. In case dividend is paid by issuing dividend warrants, such warrants must be posted
at the registered addresses within the prescribed time. Once posted, it is immaterial whether

the same are received within 30 days by the shareholders or not.

In the given question, the dividend was declared on 31.07.2023 and the dividend warrant was
posted within 30 days from date of declaration of dividend (posted on 22nd August, 2023). It is
immaterial if Mr. A has received it on 5th September 2023 (i.e., after 30 days from 31.07.2023).
Hence, Mr. A cannot initiate action against the company for failure to distribute the dividend

within 30 days of declaration.

(i) Remittance of Foreign Exchange for studies abroad: According to the provisions of the
Foreign Exchange Management Act, 1999, foreign exchange may be released for studies
abroad up to a limit of US $ 250,000 for the studies abroad without any permission from
the Reserve Bank of India (RBI). Above this limit, RBI’s prior approval is required. Further,
proviso to Para | of Schedule Il states that individual may be allowed remittances
exceeding USD 250,000 based on the estimate received from the institution abroad. In
this case since US $ 140,000 is the drawal of foreign exchange, so permission of the RBI

is not required by Mr. Pravesh.

Under section 5 of the Foreign Exchange Management Act, 1999, and Rules relating thereto,
some current account transactions require prior approval of the Central Government, some
others require the prior approval of the Reserve Bank of India, some are freely permitted

transactions and some others are prohibited transactions.

This is a current account transaction, where Pravesh is required to take approval of the Central
Government for drawal of foreign exchange for remittance of hire charges of transponders.



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

Answer 2

(a)

(b)

(c)

According to section 103(1) of the Companies Act, 2013, unless the articles of the company

provide for a larger number, in case of a public company:

(1) five members personally present if the number of members as on the date of meeting is

not more than one thousand,

(2) fifteen members personally present if the number of members as on the date of meeting is

more than one thousand but up to five thousand,

(3) thirty members personally present if the number of members as on the date of the meeting

exceeds five thousand,
shall be the quorum for a meeting of the company.

The term ‘members personally present’ as mentioned above refers to the members entitled to

vote in respect of the items of business on the agenda of the meeting.

According to proviso to section 68(2) of the Companies Act, 2013, no offer of buy-back, shall
be made within a period of one year from the date of the closure of the preceding offer of buy-

back, if any.

Section 68 (8) casts an obligation that where a company completes a buy-back of its shares or
other specified securities under this section, it shall not make further issue of same kind of
shares including allotment of further shares under section 62 (1) (a) or other specified securities
within a period of six months except by way of bonus issue or in the discharge of subsisting
obligations such as conversion of warrants, stock option schemes, sweat equity or conversion

of preference shares or debentures into equity shares.

Keeping in view of the above provisions, the statement “the offer of buy-back of its own shares
by a company shall not be made within a period of six months from the date of the closure of
the preceding offer of buy back, if any and cooling period to make further issue of same kind of
shares including allotment of further shares shall be a period of one year from the completion

of buy back subject to certain exceptions” is not valid.
According to section 27 of the General Clauses Act, 1897, where any legislation or regulation

4



requires any document to be served by post, then unless a different intention appears, the service
shall be deemed to be effected by:

(i)  properly addressing
(i)  pre-paying, and
(iii)  posting by registered post.

Further, on the basis of decision taken by the apex court in case of Jagdish Singh vs Natthu Singh,

where a notice is sent to the landlord by registered post and the same is returned by the tenant with

an endorsement of refusal, it will be presumed that the notice has been served.

In the given case, the Income Tax Department sent the show cause notice properly by a registered

post at the address which was in the records of the department. Hence, it was a proper service of

notice. Further, refusal by current owner of house to accept the notice, will not amount to- that

the notice was not properly served by the Income Tax Department. It was the duty of Mr. Rachit

to update his address. Therefore, Income Tax Department is correct in its decision.

Answer 3

(a)

(b)

Under section 20 of the Companies Act, 2013 a document may be served on a company or an
officer thereof by sending it to the company or the officer at the registered office of the company
by registered post or by speed post or by courier service or by leaving it at its registered office
or by means of such electronic or other mode as may be prescribed. However, in case where
securities are held with a depository, the records of the beneficial ownership may be served by

such depository on the company by means of electronic or other mode.

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

pay such fees as may be determined by the company in its annual general meeting.

According to Rule 2(1)(c) of the Companies (Acceptance of Deposits) Rules, 2014, the following

amount is not considered as deposit:

Any amount brought in by the promoters of the company by way of unsecured loan in pursuance
of the stipulation of any lending financial institution or a bank subject to the fulfillment of following

conditions:



(c)

(a) the loan is brought because of the stipulation imposed by the lending institutions on the

promoters to contribute such finance;
(b) the loan is provided by the promoters themselves or by their relatives or by both; and

(c) such exemption shall be available only till the loans of financial institution or bank are repaid

and not thereafter.

Hence, in the instant case, the unsecured loan contributed by promoters of J Limited will not be
regarded as deposit as the unsecured loan is brought because of the stipulation imposed by the

SIDCL and the loan is provided by the promoters themselves.

In case the entire loan obtained from SIDCL is repaid, then the unsecured loan provided by

promoters of J Limited will be regarded as deposit.

Impact of the words “Means” and “Includes” in the definitions- The definition of a word or
expression in the definition section may either be restricting of its ordinary meaning or may be

extensive of the same.

When a word is defined to ‘mean’ such and such, the definition is ‘prima facie’ restrictive and

exhaustive, we must restrict the meaning of the word to that given in the definition section.

But where the word is defined to ‘include’ such and such, the definition is ‘prima facie’
extensive, here the word defined is not restricted to the meaning assigned to it but has extensive

meaning which also includes the meaning assigned to it in the definition section.
Example:

Definition of Director [section 2(34) of the Companies Act, 2013]: Director means a director

appointed to the board of a company. The word “means” suggests exhaustive definition.

Definition of Whole time director [Section 2(94) of the Companies Act, 2013]: Whole time
director includes a director in the whole time employment of the company. The word “includes”
suggests extensive definition. Other directors may be included in the category of the whole time

director.

Answer 4

(a)

Directors’ Responsibility Statement: According to section 134(5) of the Companies Act,
2013, the Directors’ Responsibility Statement referred to in 134(3)(c) shall state that—

(1) in the preparation of the annual accounts, the applicable accounting standards had been

followed along with proper explanation relating to material departures;
6



(2) the directors had selected such accounting policies and applied them consistently and
made judgments and estimates that are reasonable and prudent so as to give a true and
fair view of the state of affairs of the company at the end of the financial year and of the

profit and loss of the company for that period;

(3) the directors had taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of this Act for safeguarding the assets

of the company and for preventing and detecting fraud and other irregularities;
(4) the directors had prepared the annual accounts on a going concern basis; and

(5) the directors, in the case of a listed company, had laid down internal financial controls to
be followed by the company and that such internal financial controls are adequate and were

operating effectively.

Here, the term “internal financial controls” means the policies and procedures adopted by the
company for ensuring the orderly and efficient conduct of its business, including adherence to
company’s policies, the safeguarding of its assets, the prevention and detection of frauds and
errors, the accuracy and completeness of the accounting records, and the timely preparation of

reliable financial information;

(6) the directors had devised proper systems to ensure compliance with the provisions of all

applicable laws and that such systems were adequate and operating effectively.

(b) According to section 7 of the Limited Liability Partnership Act, 2008, every Limited Liability
Partnership shall have at least two designated partners who are individuals and at least one of

them shall be a resident in India.

In the given case, Mohan John LLP intends to appoint Mr. John and Ms. Kate (both are non-
resident Indians) as the only designated partners. This is not in consonance with provisions of
the Limited Liability Partnership Act, 2008, as at least one of the designated partners should be

a resident in India.

(c) (i) Historical Setting: The history of the external circumstances which led to the enactment
in question is of much significance in construing any enactment. We have, for this purpose,
to take help from all those external or historical facts which are necessary in the
understanding and comprehension of the subject matter and the scope and object of the
enactment. History in general and Parliamentary History in particular, ancient statutes,

contemporary or other authentic works and writings all are relevant in interpreting and
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construing an Act.

(ii) Use of Foreign Decisions: Foreign decisions of countries following the same system of
jurisprudence as ours and given on laws similar to ours can be legitimately used for
construing our own Acts. However, prime importance is always to be given to the language
of the Indian statute. Further, where guidance can be obtained from Indian decisions,

reference to foreign decisions may become unnecessary.

Answer 5

(a)

(b)

Limited Liability Partnership (LLP) is an alternative corporate business form that gives the

benefits of limited liability of a company and the flexibility of a partnership

Limited Liability: Every partner of a LLP is, for the purpose of the business of LLP, the agent
of the LLP, but not of other partners (Section 26 of the LLP Act, 2008). The liability of the
partners will be limited to their agreed contribution in the LLP, while the LLP itself will be liable

for the full extent of its assets.

Flexibility of a partnership: The LLP allows its members the flexibility of organizing their
internal structure as a partnership based on a mutually arrived agreement. The LLP form
enables entrepreneurs, professionals and enterprises providing services of any kind or engaged
in scientific and technical disciplines, to form commercially efficient vehicles suited to their
requirements. Owing to flexibility in its structure and operation, the LLP is a suitable vehicle for

small enterprises and for investment by venture capital.

Section 140 of the Companies Act, 2013 prescribes procedure for removal of auditors. Under
section 140 (1) the auditor appointed under section 139 may be removed from his office before
the expiry of his term only by a special resolution of the company, after obtaining the previous

approval of the Central Government in that behalf in the prescribed manner.

From this sub section it is clear that the approval of the Central Government shall be taken first

and thereafter the special resolution of the company should be passed.

Provided that before taking any action under this sub-section, the auditor concerned shall be
given a reasonable opportunity of being heard.

Hence, in the instant case, the decision of X Ltd. to remove ABC & Associates, auditors of the
company at the general meeting held on 25-5-2023, is not valid. The approval of the Central
Government shall be taken before passing the special resolution in the general meeting.



(c)

Financial Year: According to Section 3(21) of the General Clauses Act, 1897, financial year

shall mean the year commencing on the first day of April.

The term Year has been defined under section 3(66) as a year reckoned according to the British
calendar. Thus, as per the General Clauses Act, 1897, year means calendar year which starts

from January to December.

Difference between Financial Year and Calendar Year: Financial year starts from first day of

April, but Calendar Year starts from first day of January.

Answer 6

(a)

(a)

A ‘Floating Charge’ is a type of charge that is created on assets or a class of assets which are
of fluctuating or changing in nature. The assets which are under floating charge may include

raw material, stock-in-trade, debtors, etc.
It is a charge created upon a class of assets both present and future.

The assets under floating charge keep on changing because the borrowing company is

permitted to use them in the ordinary course of business.

The buyers of the assets covered under floating charge will get them free of charge.
Crystallization of a Floating Charge

In the following events, a floating charge will get crystallised or fixed:

(i)  When the creditor enforces the security due to the breach of terms and conditions of floating
charge like there is non-payment of interest or default in repayment of instalments as per

the terms of agreement.
(i) When the company ceases to continue its business.
(i) When the borrowing company goes into liquidation.

A floating charge remains dormant until it becomes fixed or crystallised. On crystallisation of
charge, the security (i.e. raw material, stock-in-trade, etc.) becomes fixed and is available for

realization so that borrowed money is repaid.
OR

According to section 96 of the Companies Act, 2013, every company shall be required to hold
its first Annual General Meeting within a period of 9 months from the date of closing of its first

financial year.



(b)

No extension of time can be granted by the Registrar for the holding of the first annual general

meeting.

Example: ABC Limited was incorporated on 1.4.2021. No General Meeting of the company was
held till 30.4.2023. The first financial year of ABC Ltd is for the period 1st April 2021 to 31st
March 2022, the first Annual General Meeting (AGM) of the company should be held on or
before 31st December, 2022.

Further, in case of first AGM, the Registrar of Companies does not have the power to grant

extension of any time limit.

Preparation and filing of financial statements by a foreign company
According to section 381 of the Companies Act, 2013:

(i) Every foreign company shall, in every calendar year,—

(a) make out a balance sheet and profit and loss account in such form, containing such
particulars and including or having attached or annexed thereto such documents as

may be prescribed, and
(b) deliver a copy of those documents to the Registrar.

According to the Companies (Registration of Foreign Companies) Rules, 2014, every
foreign company shall prepare financial statement of its Indian business operations in
accordance with Schedule Il or as near thereto as possible for each financial year

including:

(1) documents that are required to be annexed should be in accordance with Chapter IX

i.e. Accounts of Companies.

(2) The documents relating to copies of latest consolidated financial statements of the
parent foreign company, as submitted by it to the prescribed authority in the country

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 in

notification in that behalf.

(iii) If any of the specified documents are not in the English language, a certified translation

thereof in the English language shall be annexed. [Section 381 (2)]
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(iv) Every foreign company shall send to the Registrar along with the documents required
to be delivered to him, a copy of a list in the prescribed form, of all places of business
established by the company in India as at the date with reference to which the balance

sheet referred to in section 381(1) is made.

According to the Companies (Registration of Foreign Companies) Rules, 2014, every
foreign company shall file with the Registrar, along with the financial statement, in Form
FC-3 with such fee as provided under Companies (Registration Offices and Fees) Rules,
2014 a list of all the places of business established by the foreign company in India as on

the date of balance sheet.

(¢) According to the provisions of the Foreign Exchange Management Act, 1999 read with
respective Rules and Schedule, foreign exchange drawals for cultural tours require prior
permission/approval of the Ministry of Human Resources Development (Department of
Education and Culture) irrespective of the amount of foreign exchange required. Therefore, in
the given case, Ms. Prabha is required to seek permission of the said Ministry of the Government

of India.
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