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General Instructions to Candidates

(1) The question paper comprises two parts, Part A and Part B.

(2) Part A comprises Multiple Choice Questions (MCQs).

(3) Part B comprises questions which require descriptive answers.

(4) Ensure that you receive the question paper relating to both the parts. If you have not received both, bring it to the
notice of the invigilator.

(5) Answers to MCQs of Part A and answers to questions in Part B are to be written in the same descriptive answer
book. Answers to MCQs, if written inside the descriptive answer book.

(6) The bar coded sticker provided in the attendance register, is to be affixed only on the descriptive answer
book.

(7)  You will be allowed to leave the examination hall only after the conclusion of the exam. If you have completed the
paper before time, remain in your seat till the conclusion of the exam.

(8) Duration of the examination is 3 hours. You will be required to submit the descriptive answer book to the
invigilator before leaving the exam hall, after the conclusion of the exam.

(9) The invigilator will give you acknowledgement on Page 2 of the admit card, upon receipt of the above-mentioned
items.

(10) Candidate found copying or receiving or giving any help or defying instructions of the invigilators or having/using
mobile phone or smart watch will be expelled from the examination and will also be liable for further punitive
action.

Part — B

(1) Question paper comprises 6 questions. Answer Question No. 1 which is compulsory and any 4 out of the remaining
5 questions.

(2) Working notes should form part of the answer.

3)

Answers to the questions are to be given only in English except in the case of candidates who have opted for Hindi
Medium. If a candidate has not opted for Hindi Medium, his/her answers in Hindi will not be evaluated.
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Part— A Maximum Mark - 30
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 X 10 crore divided into 1 crore equity shares of T 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 X 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 X 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 X 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?
(@) It will be treated as deposit as the loan is advanced by Mr. Siddharth who is neither director nor shareholder of
the company.
(b) It will be treated as deposit as the loan is given by relative of the director.
(c) It will not be treated as deposit as Mr. Siddharth has given loan to the company at an interest rate of 8% p.a.
(d) It will not be treated as deposit if Mr. Siddharth gives a written declaration to the effect that loan is advanced
by him from his own source of funds, not from borrowings or accepting loans or deposits from others and the
company shall disclose the details of money so accepted in the Board’s Report.
2. With respect to acceptance of deposits from members, which of the below mentioned statement is correct:
(@) Silver Private Limited cannot accept deposits of more than paid-up share capital which is X 50 lakh.
(b) Silver Private Limited can accept deposits of T 60 lakh from members, as it is less than twice of its paid up
share capital or ¥ 50 crore, whichever is less.
(c) Silver Private Limited cannot accept deposits of more than higher of aggregate of paid-up share capital and
free reserves which is % 70 lakh and borrowings which is % 65 lakh.
(d) Silver Private Limited cannot accept deposits of more than aggregate of paid-up share capital and free
reserves, which is X 70 lakh.

3. Is Silver Private Limited required to appoint internal auditor in accordance with the provisions of the Companies
Act, 2013?

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

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

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

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

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

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

(c) Silver Private Limited needs to create and register charge within 15 days from the date of sanction of loan.
(d) Silver Private Limited needs to create and register charge within 60 days from the date of sanction of loan.

5. 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:

(@) Proposal is valid, as any private limited company can apply for the status of small company.
(b) Proposal is invalid, as the Silver Private Limited is not fulfilling the requirement of turnover of Z 400 crore.

(c) 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.

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

Case Scenario 2

GreenLeaf LLP is a limited liability partnership engaged in the business of eco- friendly product manufacturing. The LLP
was initially established with three partners: Priya, Sameer, and EcoCorp Ltd., a corporate entity. Priya and Sameer are
the designated partners, with Priya being a resident in India. EcoCorp Ltd. has appointed Anil, an individual, as its
nominee to act on its behalf.

After a few years, Sameer decides to retire, leaving Priya and EcoCorp Ltd. as the remaining partners. Due to some
administrative oversight, GreenLeaf LLP continues its operations without appointing a new partner. This situation persists
for seven months, with Priya being aware of the reduced number of partners. During this period, GreenLeaf LLP enters
into several contracts and incurs significant financial obligations.

On the basis of above facts and by applying applicable provisions of the Limited Liability Partnership Act, 2008, and the
applicable Rules therein, choose the correct answer (one out of four) of the following Multiple Choice Questions (MCQs
6-8) given herein under:

6.  Given that Sameer retired and GreenLeaf LLP continued with only Priya and EcoCorp Ltd., what should GreenLeaf
LLP have done within six months to comply with the LLP Act?

(@) Dissolved the LLP
(b) Continue operating with one designated partner
(c) Appoint at least one body corporate which should be a foreign company

(d) Appointed at least one more partner who should also be a designated partner, as every LLP should have at
least two designated partners

7. According to the Limited Liability Partnership Act, 2008, choose the correct statement in relation to who must be a
resident in India among the designated partners?

(@) At least one individual designated partner shall be resident in India
(b) All designated partners shall only be resident in India

(c) Itis mandatory for only corporate partners to be resident in India
(d) At least four designated partners shall be resident in India

8. In the given case scenario suppose EcoCorp Ltd. also leaves the LLP and the LLP continues business for more than
six months with only one partner, who is personally liable for the obligations incurred during that period?
(@ Priya

(b) Both Priya and EcoCorp Ltd.
(c) EcoCorp Ltd.
(d) Priya, Sameer and EcoCorp Ltd.
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Case Scenario 3

Omx Software Private Limited is a private company and having its registered office in Bangalore and is a wholly owned
subsidiary of Omx Software Inc, situated in USA. Mr. Rajat Kapoor, Mr. Shubham and Mr. Peter are directors of Omx
Software Private Limited. Mr. Rajat and Mr. Shubham are Indian residents while Mr. Peter is a non-resident and stays in
USA. Mr. Peter is also a director in Omx Software Inc.

Mr. Rajat left India on 2nd November, 2021 for the purpose of looking after the business of Omx Software Inc. Mr. Rajat
came to back to India on 12th February, 2022 to meet his family and left India on 26th February, 2022 and went back to
USA to look after the business of Omx Software Inc. Mr. Rajat again visited India on 25th August, 2022 and stays in
India for the whole year.

Omx Software Private Limited had availed a consultancy service from a company situated in USA for development of
software for the purpose of rendering service to its customers situated in India.

Mr. Rajat had purchased a residential property in USA on 27th April, 2022 which was self-occupied by him for his
residential use.

9. Considering the provisions of the Foreign Exchange Management Act, 1999, which of the following options

correctly determines the residential status of Mr. Rajat Kapoor:

(@) Mr. Rajat Kapoor to be treated as resident in India for Financial Year (FY) 2022-2023 and FY 2023-2024
since he stays in India for more than 182 days

(b) Mr. Rajat Kapoor to be treated as non-resident in India for FY 2022-2023 since he left India for the purpose of
carrying business of Omx Software Inc and resident for FY 2023-2024

(c) Mr. Rajat Kapoor to be treated as non-resident for FY 2022-2023 and FY 2023-2024

(d) Mr. Rajat Kapoor to be treated as resident in India for FY 2022-2023 since he stays in India for more than 182
days and non-resident for FY 2023-2024

10. Considering the provisions of the Foreign Exchange Management Act, 1999, how much amount can company remit

outside India:

(@) Permissible amount remitted to US company for obtaining consultancy without obtaining prior approval of
RBI is USD 1,000,000 per project

(b) Permissible amount remitted to US company for obtaining consultancy without obtaining prior approval of
RBI is USD 100,000 per project

(c) Permissible amount remitted to US company for obtaining consultancy without obtaining prior approval of
RBI is USD 200,000 per project

(d) Permissible amount remitted to US company for obtaining consultancy without obtaining prior approval of
RBI is USD 2,000,000 per project

11. Considering the provisions of the Foreign Exchange Management Act, 1999, in respect of purchase of residential

property by Mr. Rajat in USA which of the following statement is correct?

(a) Purchase of residential property by Mr. Rajat is a current account transaction

(b) Mr. Rajat has to sell his property before returning to India permanently as he becomes resident in subsequent
years

(c) Purchase of residential property by Mr. Rajat is neither capital account transaction nor current account
transaction

(d) Purchase of residential property by Mr. Rajat is a capital account transaction



12.

13.

14.

15.

102
XYZ Ltd., a manufacturing company, had taken a loan from ABC Bank and registered a charge on its assets on
January 1, 2022. On April 1, 2024, XYZ Ltd. paid off the entire loan to ABC Bank. According to Section 82 of the
Companies Act, 2013, XYZ Ltd. was required to file an intimation with the Registrar of Companies (ROC)
regarding the satisfaction of the charge within 30 days from the date of the payment. However, due to an oversight,
the company did not submit the intimation until July 15, 2024. To rectify this, the company decided to take
advantage of the extended period for intimation provided under the proviso to Section 82 (1),which allows for an
extension up to 300 days with the payment of additional fees.
The additional fee for late intimation was 5,000, and the company's compliance officer needed to calculate the
total fee to be paid for the delayed filing.
As per the given facts, examine by how many days XYZ Ltd. was late in submitting the intimation of satisfaction of
charge? What additional fee should the company pay for this delay?
(@ 90 days, Fee =1,000
(b) 76 days, Fee =5,000
(c) 90 days, Fee =5,000
(d) 300 days, Fee = 10,000

A Ltd. is incorporated on 3rd January, 2023. As per the Companies Act, 2013, what will be the financial year for
the company:

(@) 31st March, 2023

(b) 31st December, 2023

(c) 31st March, 2024

(d) 30th September, 2024

A charge was created by Cyprus Limited on its office premises to secure a term loan of 1 crore availed from
ABM Bank Limited through an instrument of charge executed by both the parties on 16th February, 2023.
Inadvertently, the company could not get the charge registered with the concerned Registrar of Companies (ROC)
within the first statutory period permitted by law and the default was made known to it by the lending banker with a
stern warning to take immediate steps for rectification. The latest date within which the company must register the
charge with the ROC so as to avoid paying ad valorem fees for registration of the charge is:

(@) 27th April, 2023

(b) 17th April, 2023

(¢) 2nd May, 2023

(d) 16th June 2023

Statutory interpretation is a practice through which the courts break down the words of a legislation and give true
intent to it. While the legislature makes the laws, the judiciary performs the art of interpretation to give meaning to
the words of the law maker. It is correctly said that “The purpose of Interpretation of Statutes is to help the Judge to
ascertain the intention of the Legislature — not to control that intention or to confine it within the limits, which the
Judge may deem reasonable or expedient”. For interpretation of statutes various tools are used, you are required to
pick the option depicting correct sequence of tools in order their application.

a) Internal Aids to Construction, External Aids to Constructions, and Literal Construction

b) Literal Construction, Internal Aids to Construction, and External Aids to Constructions

c) Internal Aids to Construction, Literal Construction, and External Aids to Constructions

d) External Aids to Constructions, Internal Aids to Construction, and Literal Construction
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PART B

Total No. of Questions — 6 Maximum Marks - 70

)

(2)
©)

1(a).

1(b).

1(c).

2(a).

General Instructions to Candidates
Question paper comprises 6 questions. Answer Question No. 1 which is compulsory and any 4 out of the remaining
5 questions.
Working notes should form part of the answer.

Answers to the questions are to be given only in English except in the case of candidates who have opted for Hindi
Medium. If a candidate has not opted for Hindi Medium, his/her answers in Hindi will not be evaluated.

Navni Ltd. has accumulated a significant amount in its securities premium account. The company is considering
different ways to utilize these funds. Advise the directors of the company on the application of the securities
premium account as per the provisions of the Companies Act, 2013.

(5 Marks)

XYZ Ltd., a prominent manufacturing 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. During the due diligence process, the
following details come to light:

(). Mr. B and Mr. A are partners in ABC & Co. Mr. B has taken a personal loan of ¥4 Lacs from XYZ Ltd.'s
subsidiary, EFG Ltd., six months ago.

(i) Mr. A's relative, Ms. C, has an outstanding debt of 2 Lacs with DEF Ltd., an associate company of XYZ Ltd.,
which was taken three months ago.

Discuss about the eligibility of Mr. A for being appointed as an auditor of XYZ Ltd. in view of the provisions of
the Companies Act, 2013.

(5 Marks)

Analyse the below mentioned situation in the light of the provisions of the Foreign Exchange Management Act,
1999.

(i) Mr. Vinod has won a big lottery and wants to remit US Dollar 20,000 out of his winnings to his son who is in
Singapore.
(i) Mr. Shyam requires US Dollar 5,000 for remittance towards hiring charges of transponders.
(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)

2(b)(i). Explain the provisions of e-voting in an Annual General Meeting (AGM) in the following cases as per the

Companies Act, 2013:
(if) “A’ and his wife ‘B’ has joint Demat Account in Brown Investment Limited. In such a case, who will cast the
vote in e-voting system?
(iii) If an AGM is going to be held on 7th September, 2023, what will be the e-voting period and the time of
closing?
(3 Marks)

2(b)(ii). The Promoters of Norway Limited contributed in the form of unsecured loan to the company in fulfilment of the

margin money requirements stipulated by State Industries Development Corporation Limited (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?

(2 Marks)
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Mr. Chaggan Lal is an importer dealing in luxury perfumes. Recently, a new enactment was passed which imposes
a duty of 15% on the value of luxury goods, including perfumes.

Now Mr. Chaggan Lal has approached you to explain to him the provisions in relation to ‘Duty to be taken pro rata
in enactments’ of the General Clauses Act, 1897. Also, help him to calculate the amount of duty on a Shipment of
100 bottles of perfumes, each valued at $50.

(4 Marks)
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 X 10
each. There is no change in the paid-up share capital thereafter.
(2) The turnover is X 2,00,00,000.
It is further understood that Yellow Private 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?

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

Prakash and some of his friends are members of Focus Limited, a company with a paid-up share capital of X one
crore. They all intend to propose a resolution at the forthcoming General Meeting of the company which is going to
be held in CP, New Delhi i.e. the place where Registered Office of Focus Limited is situated.

(i) Kindly provide guidance to Prakash and his friends on the requisite minimum paid-up share capital they
should hold to initiate a members' resolution.

(i) What are the other requirements that Prakash and his friends need to keep in mind for moving a members’
resolution.

(5 Marks)

In 2022, the Central Government enacted the "Digital Communications Act" to regulate and manage digital
communications across the country. The Act provides specific duties and responsibilities for the Director of Digital
Communications, including the oversight of digital infrastructure, enforcement of regulations, and ensuring
compliance with data protection standards.

In 2023, the Director of Digital Communications, Mr. Arjun Patel, was appointed to lead the implementation of this
Act. However, in January 2024, Mr. Patel took a medical leave of absence for six months. During his absence, Ms.
Priya Sharma, the Deputy Director of Digital Communications, was lawfully assigned to perform the duties of the
Director.

While Mr. Patel was on leave, a major data breach incident occurred involving a significant violation of the
Digital Communications Act. Ms. Sharma took immediate action to investigate the breach, enforce penalties, and
implement new compliance measures to prevent future incidents.The actions taken by Ms. Sharma, while
performing the duties of the Director, led to a legal challenge. The opposing party argued that only the Director, as
specified in the Act, had the authority to enforce such penalties and measures, and that Ms. Sharma's actions were
not valid.

Analyze the validity of Ms. Priya Sharma's actions in the context of the General Clauses Act, 1897, considering the
provisions related to ‘Official chiefs and subordinates’.

(4 Marks)
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The Board of Directors of Avni Ltd. requested its Statutory Auditor to accept the assignment of designing and
implementation of suitable financial information system to strengthen the internal control mechanism of the
Company. How will you approach to this proposal, as a Statutory Auditor of Avni Ltd., taking into account the
consequences, if any, of accepting this proposal?

(5 Marks)
Priya, Smita, Shilpa, and Shefali were partners in Sharma & Associates LLP. Shilpa resigned from the firm
effective 7th May 2024. However, neither Sharma & Associates LLP nor Shilpa informed the Registrar of
Companies about her resignation. Is Shilpa still liable for any losses incurred by the firm from transactions entered
into after 7th May 2024? Analyze this situation with reference to the provisions of the Limited Liability Partnership
Act, 2008.

(5 Marks)

Imagine you are a legal advisor for a company drafting a new contract. One of the clauses in the contract states:
"Notwithstanding anything contained in any other provisions of this agreement, the company reserves the right to
terminate the agreement without notice if there is a breach of confidentiality by the employee."” Explain to the
management of the company the meaning of a non-obstante clause in legal documents and its effect on overriding
other provisions with reference to decided case law.

(4 Marks)

Vishal Ltd., an unlisted company, has been directed by the Central Government to prepare periodical financial
results and undergo a limited review of these results. The Board of Directors is objecting, arguing that, as an
unlisted entity, they are not required to prepare periodical financial results. Analyze this situation with reference to
the relevant provisions of the Companies Act, 2013.

(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 X 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)

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?
Give your answer with reference to the provisions of the General Clauses Act, 1897.

(4 Marks)

6(a). Analyse the below mentioned situation in the light of the provisions of the Foreign Exchange Management Act,

1999.
(i) Mr. Vinod has won a big lottery and wants to remit US Dollar 20,000 out of his winnings to his son who is in
Singapore.
(i) Mr. Shyam requires US Dollar 5,000 for remittance towards hiring charges of transponders.
(4 Marks)



6(b).

6(c).

102
Shaltom Ltd., an international corporation headquartered outside Japan, is interested in expanding its investor base
and thus is planning to issue a prospectus for the subscription of its securities to potential investors in India.
However, the company has not yet established a physical place of business within India.
As a consultant for Shaltom Ltd., you have been asked to provide guidance on the legal procedures and compliance
requirements that the company must follow to issue this prospectus in India.
(5 Marks)

Sunday Ltd. is a listed entity engaged in the business of providing engineering solutions to clients across the
country. The company followed consistent growth over the years. Rate of Declaration of dividend in immediately
preceding three financial years were 15%, 20%, and 25%.
Unfortunately, due to obsolescence of a special part of machinery, company incurred losses in current financial
year.Even though, during the financial year 2023-24, the company declared interim dividend of 10% on the equity
shares.The Board of Directors of the company approved the financial result for the financial year 2023-24 in its
meeting held on 5th August, 2024, and recommended a final dividend of @15% in this board meeting.
The general meeting of the shareholders was convened on 31st August, 2024. The shareholders of the company
demanded that since interim dividend @10% was declared by the company, so the final dividend should not be less
than 20%. It was also submitted that rate of declaration of dividend in immediately preceding three years were
15%, 20% and 25%, but the Company Secretary emphasised that final dividend cannot be increased.
Advise whether the decision of Company Secretary is correct? What should be correct rate of final dividend?
Justify your answer with reference to provisions of the Companies Act, 2013.

(5 Marks)
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PAPER — 2: CORPORATE AND OTHER LAWS

ANSWER TO PART — A CASE SCENARIO BASED MCQS



ANSWERS OF PART — B DESCRIPTIVE QUESTIONS

1. (a) Application of Premium received on Issue of Shares The provisions of the Companies Act, 2013,
allow the companies to apply securities premium account for:

1) Issue of fully paid bonus shares;
2) Writing off the preliminary expenses;

3) Writing off the issue expenses (expenses including commission paid or discount allowed on any
issue of shares or debentures);

4) Premium payable on the redemption (of any preference shares or of any debentures); or
5) Buy-back (purchase of its own shares or other securities under section 68).

1 (b)According to section 141(3)(d)(ii) of the Companies Act, 2013, an auditor is disqualified to be
appointed as an auditor if he or his relative orpartner is indebted to the company, or its subsidiary, or
its holding or associate company or a subsidiary of such holding company, in excess ofRs 5 Lacs.

Inthisscenario:

1. Mr.A'spartner,Mr.B,hasadebtofRs4LacsfromEFGLtd.,asubsidiary of XYZ Ltd.
2. Mr.A'srelative,Ms.C,hasadebtofRs2LacsfromDEFLtd.,an associate company of XYZ Ltd.

ThetotalindebtednesslinkedtoMr.A'spartnerandrelativeisRs6Lacs (Rs4lLacs + Rs2lacs),
which exceeds the Rs5Lacs threshold mentioned in the provision.

Therefore,Mr.Aisdisqualifiedfrombeingappointedastheauditorof XYZ Ltd. under section
141(3)(d)(ii) of the Companies Act, 2013, as the combined indebtedness of his partner and
relative surpasses the permissible limit.

1. (c) According to section 5 of the Foreign Exchange Management Act, 1999, any person may sell or
draw foreign exchange to or from an authorized person if such a sale or drawal is a current account
transaction. Provided that Central Government may, in public interest and in consultation with the
reserve bank, impose such reasonable restrictions for current account transactions as may be
prescribed. As per the rules, drawal of foreign exchange for current account transactions are
categorized under three headings-

1. Transactions for which drawal of foreign exchange is prohibited,

2. Transactions which need prior approval of appropriate government of India for drawal of foreign
exchange, and

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

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

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



2(a)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.

2(b)(i)
(i) Joint shareholders must concur in voting unless the articles provide to the contrary.

The voting in case of joint shareholders is done in the order of seniority, which is determined on the
basis of the order in which their names appear in the register of members/ shareholders. The joint-
holders have a right to instruct the company as to the order in which their names are to appear in
the register.

As per Rule 21 of the Companies (Management and Administration) Rules, 2014, the Scrutinizers
shall arrange for Polling papers and distribute them to the members and proxies present at the
meeting; in case of joint shareholders, the polling paper shall be given to the first named holder or in
his absence to the joint holder attending the meeting as appearing in the chronological order in the
folio.

Thus, in the given case, ‘A’ or his wife ‘B’, whosoever names appear first in chronological order in the
register of members/ shareholders shall be entitled to vote.

(i) Time period for e-voting: The facility for remote e-voting shall remain open for not less than three
days and shall close at 5.00 p.m. on the date preceding the date of the general meeting.

Thus, if the Annual General Meeting is going to be held on 7th September 2023, the facility for
remote e- voting shall open on 4 th September 2023 and close at 5.00 p.m. on 6 th September 2023

2(b) (ii)(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:

(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 repa id and
not thereafter.



Hence, in the instant case, the unsecured loan contributed by promoters of Norway 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 Norway Limited will be regarded as deposit.

2(c)According to section 12 of the General Clauses Act, 1897, where, by any enactment now in force
or hereafter to be in force, any duty of customs or excise or in the nature thereof, is leviable on any
given quantity, by weight, measure or value of any goods or merchandise, then a like duty is leviable
according to the same rate on any greater or less quantity.

The amount of duty would be= (100* 50)*15%= $750.

3 (a)(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

(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 @ Rs 10 each totaling Rs 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 (Rs 50 lakh) and turnover (Rs 2 crore) is within the limit as
prescribed under section 2(85), hence, Resolution Private Limited can be categorised as a small
company.

3 (b)(i) Interms of section 111 of the Companies Act, 2013, the members of a company are given a
statutory right to propose resolutions for consideration at the general meetings. According to sub-
section (1), the number of members required to make a requisition for moving resolution shall be
same as required to requisition a general meeting as per section 100 (2). The requirement is as
under:

“In case of a company having share capital, such number of members who hold minimum 1/10th of
the paid-up share capital that carries right of voting shall be eligible to make a requisition for moving
a resolution at the general meeting.”



Accordingly, Prakash and his friends must hold minimum 1/10th of paid-up share capital (i.e. Rs 10
lakh worth of share capital carrying right to vote) of Focus Limited in order to be eligible for moving a
resolution at the general meeting.

(ii)The other requirements as per section 111 for making a requisition to move a resolution at the
general meeting which Prakash and his friends should keep in mind are as under:

(a)Two or more copies of the requisition are required to contain signatures of all the requisitionists
i.e. Prakash and friends.

(b)The requisition must be deposited by them at CP where the registered office of Focus Limited is
situated.

(c)In the case of a requisition requiring notice of a resolution, it needs to be deposited by them not
less than six weeks before the meeting.

(d)In case of any other resolution, the same is to be deposited by them not less than two weeks
before the meeting.

(e)A sum reasonably sufficient to meet the expenses to be incurred by Focus Limited in giving effect
to proposing the resolution shall also be deposited by Prakash and his friends along with the
requisition.

3(c)Official Chiefs and subordinates According to section 19 of the General Clauses Act, 1897, a law
relative to the chief or superior of an office shall apply to the deputies or subordinates lawfully
performing the duties of that office in the place of their superior, to prescribe the duty of the
superior.

In the instant case, Ms. Priya, the Deputy Director of Digital Communications, was lawfully assigned
to perform the duties of the Director. Hence, the actions taken by Ms. Priya Sharma were valid.

4 (a)According to section 144 of the Companies Act, 2013, an auditor appointed under this Act shall
provide to the company only such other services as are approved by the Board of Directors or the
audit committee, as the case may be. But such services shall not include designing and
implementation of any financial information system.

In the said instance, the Board of directors of Avni Ltd. requested its Statutory Auditor to accept the
assignment of designing and implementation of suitable financial information system to strengthen
the internal control mechanism of the company. As per the above provision said service is strictly
prohibited.

In case the Statutory Auditor accepts the assignment, he will attract the penal provisions as specified
in Section 147 of the Companies Act, 2013.

In the light of the above provisions, we shall advise the Statutory Auditor not to take up the above
stated assignment.

4. (b) According to section 24(3) of the Limited Liability Partnership Act, 2008, where a person has
ceased to be a partner of a LLP (hereinafter referred to as ‘former partner’), the former partner is to
be regarded (in relation to any person dealing with the LLP) as still being a partner of the LLP unless:
(a) the person has notice that the former partner has ceased to be a partner of the LLP; or



(b) notice that the former partner has ceased to be a partner of the LLP has been delivered to the
Registrar.

Hence, by virtue of the above provisions, as no notice of resignation was given to Registrar of
Companies, Shilpa will still be liable for the loss of firm of the transactions entered after 7th May
2024.

4 (c)A clause that begins with the words “notwithstanding anything contained” is called a non-
obstante clause. Unlike the “subject to” clause,the notwithstanding clause has the effect of making
the provision prevail over others. When this term is used then the clause will prevail over the other
provision(s) mentioned therein. (K. Parasurammaiah v. Pakari Lakshman AIR 1965 AP 220)

In conclusion, a non-obstante clause plays a crucial role in legal drafting by ensuring that the
specified provision prevails over conflicting provisions, thereby enhancing legal certainty and
consistency in judicial interpretation.

5 (a) Periodical Financial Results [Section 129A of the Companies Act, 2013]

The Central Government may, require such class or classes of unlisted companies, as may be
prescribed,:

(a) to prepare the financial results of the company on periodical basis and in prescribed form

(b) to obtain approval of the Board of Directors and complete audit or limited review of such
periodical financial results in the prescribed manner; and

(c) file a copy with the Registrar within a period of thirty days of completion of the relevant period
with such fees as may be prescribed.

Therefore, the objection of the Board of Directors on the ground that as Vishal Ltd. is an unlisted
company, periodical financial results need not be prepared, is not correct. Section 129A clearly
specifies that the prescribed class(es) of unlisted companies has to prepare Periodical Financial
Results.

5 (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.

5 (c)According to section 27 of the General Clauses Act, 1897, where any legislation or regulation
requires any document to be served by post, then unless a different intention appears, the service
shall be deemed to be effected by:

(i) properly addressing

(ii) pre-paying, and



(iii) posting by registered post.

Further, on the basis of decision taken by the apex court in case of Jagdish Singh vs Natthu Singh,
where a notice is sent to the landlord by registered post and the same is returned by 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.

6 (a)Any person may sell or draw foreign exchange to or from an authorized person if such sale or
drawal is a current account transaction. However, the Central Government may in public interest and
in consultation with the RBI, impose such reasonable restrictions for current account transactions as
may be prescribed (Section 5). The Central Government has framed Foreign Exchange Management
(Current Account Transactions) Rules, 2000.

The Rules stipulate some prohibitions and restrictions on the drawal of foreign exchange for certain
purposes. In the light of provisions of these rules, the answer to the given problem is as follows:

(i) Drawl of foreign exchange for securing health insurance from a company abroad does not fall
under any of the Schedules |, Il, or lll. Therefore, such a transaction is permitted without any
restriction or condition.

(ii) Rule 3 read with Schedule | of Foreign Exchange Management (Current Account Transactions)
Rules, 2000 prohibits payment of commission on exports under Rupees State Credit Route(except
commission upto 10% of invoice value of exports of tea and tobacco). Therefore, payment of
commission on exports under Rupee State Credit Route is prohibited unless such commission is paid
for export of tea and tobacco, and the commission does not exceed 10% of the invoice value of
exports.

6 (b) As per section 389 of the Companies Act, 2013, no person shall issue, circulate or distribute in
India any prospectus offering for subscription in securities of a company incorporated or to be
incorporated outside India, whether the company has or has not established, or when formed will or
will not establish, a place of business in India, unless before the issue, circulation or distribution of
the prospectus in India, a copy thereof certified by the chairperson of the company and two other
directors of the company as having been approved by resolution of the managing body has been
delivered for registration to the Registrar and the prospectus states on the face of it that a copy has
been so delivered, and there is endorsed on or attached to the copy, any consent to the issue of the
prospectus required by section 388 and such documents as may be prescribed under Rule 11 of the
Companies (Incorporated outside India) Rules, 2014.

Accordingly, the Shaltom Ltd. a foreign company shall proceed with the issue of prospectus in
compliance with the above stated provisions of section 379 of the Act.



6 (c)Interim dividend: As per section 123(3) of the Companies Act, 2013, the Board of Directors of a
company may declare interim dividend during any financial year or at any time during the period
from closure of financial year till holding of the annual general meeting out of the surplus in the
profit and loss account or out of profits of the financial year in which such interim dividend is sought
to be declared.

Provided that in case the company has incurred loss during the current financial year up to the end
of the quarter immediately preceding the date of declaration of interim dividend, such interim
dividend shall not be declared at a rate higher than the average dividends declared by the company
during the immediately preceding three financial years.

Final dividend: The company in general meeting may declare dividends, but no dividend shall exceed
the amount recommended by the Board. [Clause 80 of Table F in Schedule I]

According to the given facts, Sunday Ltd. incurred losses in current financial year 2023-24. It is also
provided that, in the immediately preceding three financial years, the company declared dividend at
the rate of 15%, 20% and 25% respectively. Accordingly, the rate of dividend declared shall not
exceed 20%, the average of the rates (15+20+25=60/3) at which dividend was declared by it during
the immediately preceding three financial years.

Board of Directors of Sunday Ltd. recommended a final dividend @15% for financial year 2023-24 in
the meeting held on 5th August 2024. It was approved in the general meeting. However,
shareholders demanded that since Interim dividend was at the rate of 10%, so final dividend should
not be less than 20%. The general meeting cannot declare the dividend at a rate higher than the rate
of dividend recommended by the Board.

Yes, the decision of Company Secretary that final dividend cannot be increased beyond the rate of
15% as recommended in the Board Meeting, is correct.



