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Section 123 to 127
1. Silver Gold Ltd. declared and paid dividend in time to all its equity holders for the financial year 201415, except in the following two cases: 5
i.
Mrs. Leela, holding 250 shares had mandated the company to directly deposit the dividend
amount in her bank account. The company accordingly remitted the dividend but the bank
returned the payment on the ground that there was difference in surname of the payee in the
bank records. The company, however, did not inform Mrs. Leela about this discrepancy.
ii.
Dividend amount of `50,000 was not paid to Mr. David, deceased, in view of court order
restraining the payment due to family dispute about succession.
You are required to analyse these cases with reference to provisions of the Companies Act, 2013
regarding failure to distribute dividends.
Answer
Applicable section 127
Conclusion:
i.
the penal provisions under section 127 will be applicable.
ii.
there will not be any liability on the company and its Directors etc.
2. ROSE LTD. declared dividend for the Financial Year 2013-2014 on 1st July, 2014 but did not pay
the same to the shareholders within the prescribed time. Explain with reference to the provisions
of Companies Act, 2013.
i.
What are the penal provisions against such violation?
ii.
Under what circumstances no offence shall be deemed to have been committed?
Answer
Applicable section 127
3. The Annual General Meeting of ACHU LTD. declared a dividend at the rate of 30% payable on paid up
equity share capital of the company as recommended by the Board of Directors on 30th August,
2014. But the company was unable to post the dividend warrant to Mr. Jishnu, an equity shareholder
of the company, up to 30th October, 2014. Mr. Jishnu filed a suit against the company for the
payment of dividend along with interest at the rate of 20% per annum for default period. Decide in
the light of provisions of the Companies Act, 2013, whether Mr Jishnu would succeed? Also, state the
Directors' liability in this regard under the Act.
Answer
Applicable section 127
Conclusion: . Mr. Jishnu can file a suit against the company for payment of dividend. But he would be
entitled to dividend along with interest rate of 18% and not 20% for the default period.
Every director of the company, if he is knowingly a party to the default, punishable with simple
imprisonment for a term which may extend to two years and also to a fine of one thousand rupees for
every day during which such default continues.
4. PQR Limited is facing loss in business during the current Financial Year 2015-16. In the immediate
preceding three financial years, the company had declared dividend at the rate of 8%, 10% and
12% respectively. To maintain the goodwill of the company, the Board of Directors has decided to
declare 12% interim dividend for the current financial year. Examine the applicable provisions of
the Companies Act, 2013 and state whether the Board of Directors can do so?
Answer
Applicable section 123(3)
Conclusion: decision of Board of Directors to declare 12% of the interim dividend for the current
financial year is not tenable.
5. The Board of Directors of Arun Herbals Limited recommended dividend on 20th February, 2014 and
the same was approved and declared by the company in its Annual General Meeting held on 31st
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May, 2014 and was paid to the shareholders on 15th June, 2014. But dividend was not paid to Mr.
Mathews, a shareholder. The company adjusted the amount of dividend against a sum due to it from
Mr. mathews. Decide, under the provisions of the Companies Act, 2013 the liability of the company

in this regard?
Answer
Applicable section 127
Conclusion: in the instant case, the adjustment of amount of dividend is also not violative of the
Companies Act, 2013.
6. Advise on the following situations as per the Companies Act, 2013:
i.
A company wants to transfer more percentage of profits to reserves.
ii.
A company wants to declare dividends out of past reserves instead of current year profits.
Answer
Applicable section 123(1)
Conclusion:
i.
the company is free to transfer any part of its profits to reserves as it deems fit.
ii.
Company candeclare dividend out of past reserves instead of current year profit as per
prescribed rules
7. Is it possible for the Board of directors of the company to revoke the dividend declared at the Annual
General Meeting?
Answer
Applicable section 127
Conclusion: Revocation of dividend is not possible .but in some cases it may be revoked.
Section 128 to 138
1. Explain the provisions regarding directors’ responsibility statement as covered under the Companies
Act, 2013.
Answer
Applicable section 134(5)
2. The Board of Directors of Surya Ltd. want to circulate unaudited accounts before the Annual General
Meeting of the Shareholders of the company. Examine the validity of the act of the Board of Directors
under the provisions of the Companies Act, 2013.
Answer
Applicable section 129(2) and 134(7)
Conclusion:the act of the Board of Directors of sunrise limited is not valid.
3. The Board of Directors of Vishal Ltd. has a practical problem. The registered office of the company is
situated in a classified backward area of Maharashtra. The Board wants to keep it books of account at
its corporate office in Mumbai which is conveniently located. The Board seeks your advice about the
feasibility of maintaining the accounting records at a place other than the registered office of the
company. Advise.
Answer
Applicable section 128(1)
Conclusion:the Board of Vishal Ltd. is empowered to keep its books of account at its corporate office in
Mumbai .
4. Nidhi Limited is an unlisted Public company having paid up share capital of 80 crores during the
preceding financial year 2014-15. The turnover of the company was 110 crores for the same period.
Referring to the provisions of the Companies Act, 2013, answer the following:
A. Is it mandatory for the above company to appoint an internal auditor for the financial year
2015-16?
B. What are the qualifications of the Internal Auditor?
Answer
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Applicable section 138
Conclusion: it is mandatory for the Nidhi Limited to appoint an internal auditor for the financial year
2015-16.
5. XYZ Ltd. wants to maintain its books of account on cash basis. Is it permitted as per Companies Act’
2013.
Answer
Applicable section 128(1)
Conclusion: XYZ Ltd. cannot maintain its books of accounts on cash basis.
6. State giving reasons whether the following are true or false under the provisions of the Companies
Act, 2013? The Board of Directors of ABC Ltd. wants to circulate unaudited accounts before the
Annual General Meeting of the shareholders of the Company.
Answer
Applicable section 129(2)
Conclusion:False
7. Explain the manner in which the 'Accounting Standards' may be prescribed under the Companies Act,
2013.
Answer
Applicable section 133
Section 149 to 172
1. Mr. Sreejith a Director of ABC Ltd proceeding on a long foreign tour, appointed Mr.jijo as an alternate
director to act for him during his absence. The articles of the company provide for appointment of
alternate directors. Mr. Sreejith claims that he has a right to appoint alternate director. Examine.

2.

3.

4.

5.

Answer
Applicable sec 161
Conclusion : not allowed
ABC Company Ltd. in its Annual General Meeting appointed all its Directors by passing one single
resolution. No objection was made to the resolution. Examine the validity of appointment of Directors
explaining the relevant provisions of the Companies Act, 2013. Will it make any difference, if ABC
Company was a private company?
Answer
Applicable section 162
Conclusion :can not be appointed
Mr. A, a former bank executive, was convicted by a court eight years ago for embezzlement of funds
and was sentenced to imprisonment for one year. Can Mr. A become the director of Maneesha
jewellers Ltd ., a public company?
Answer
Applicable section 164(1)(d)
Conclusion : eligible
The Board of Directors of X Limited appointed Ms. Deepa as a Women Director in the Board Meeting
held on 10th September, 2015. The said appointment was made to fill the vacancy of the Woman
Director, which had occurred as a result of resignation of Ms. Divya on 30th June, 2015.
Will your answer differ if the Board Meeting of the company was held on 8th November, 2015?
Answer
Applicable section:149(1)
Conclusion :appointment is valid
P Limited was incorporated on 5th May, 2015 under the Companies Act, 2013. Mr. R was appointed as
the first Resident Director of the company in the Board Meeting held on 30"' September, 2015.
Answer
Applicable section 149(3)
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Conclusion : Appointment is valid
Mr. Sanal who could not be appointed as director in the general meeting, was appointed as Additional
Director of Vishnu garments Lts, by its Board of Directors authorized by its articles. Comment.
Answer
Applicable section 161(1)
Conclusion:Appointment is not valid
The Board of directors of X Ltd. filled up a casual vacancy caused by the death of Mr. A by appointing
Mr. B as a director on 3rd April, 2014. Unfortunately Mr. B expired on 15th May, 2014 after working
about 40 days as a director. The Board now wishes to fill up the casual vacancy by appointing Mrs. B in
the forthcoming meeting of the Board. Advise the Board in this regard as per the provisions under the
Companies Act, 2013.
Answer
Applicable section 161(4)
Conclusion : not allowed
Mr. vishnu is already a director of 19 companies out of which 10 are public limited companies and 9
are private companies. He is being appointed as a director of another company named X Ltd. Advise
Mr. vishnu on what are the companies to be excluded for the purpose of calculating the ceiling on the
appointment of directors in a public company?
Answer
Applicable section 165(1)
Conclusion: a private company which is neither a subsidiary nor a holding company of a public company
will be excluded
Mr. Nishad was appointed as an Additional Director of ABC Finance Ltd. w.e.f. 1st October 2013 in a
casual vacancy by way of a circular resolution passed by the Board of Directors. The next AGM of the
Company was due on 31st March 2014 but the same was not held due to delay in the finalization of
the accounts. Some of the Shareholders of the Company have questioned the validity of the
appointment of Mr. Nishad and his continuation as Additional Director beyond 31st March 2014.
Advise the Company on the complaints made by the Shareholders.
Answer
Applicable section 161
Conclusion
 The complaint made by the shareholders is valid.
 The appointment of Mr. Nishad is not valid since it is in contravention of sections 161.
 Mr. Nishad cannot continue as a director after the date of annual general meeting, since his very
appointment is void ab initio.
At an annual general meeting of your company, one of the directors being badly heckled by irate
shareholders had tendered his resignation orally which was accepted by the majority of members
present at the meeting. Can the director continue in his office after the annual general meeting?
Answer
Applicable section 168
Conclusion : Thus, in the given case the director who had orally tendered the resignation at an annual
general meeting cannot be relieved and he has to continue in his office.
XYZ Company Ltd. in its First General Meeting appointed six Directors whose period of office is liable
to be determined by rotation. Briefly explain the procedure and rules regarding retirement of these
directors. Will it make any difference, if XYZ Company Ltd. does not carry on business for Profit?
Answer
Applicable section : 152(6)
Conclusion : In the given case, all the 6 directors were appointed on the same date. Hence, the choice of
the 2 directors who would retire at the next AGM of the company will be made either mutually by these
6 directors failing which; it will be decided by lots.
It will not make any difference under the Companies Act, 2013 if the company is a nonprofit
organization.
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12. A company has in its Articles of Association provided for appointment of not less than two- thirds of
the total number of its directors according to the principle of proportional representation. Can the
directors so appointed be removed by the company in general meeting as per the provisions of the
Companies Act, 2013.
Answer
Applicable section 169(1)
Conclusion: according to proviso to section 169(1), the directors elected by the principle of proportional
representation under section 163 of the Companies Act, 2013 cannot be removed by the shareholders in
general meeting.
13. The promoters of a public company propose to have the strength of the Board of directors as eleven.
They also propose to make the managing director and whole time directors as directors not liable to
retire by rotation. They seek your advice on the following matters:
a) Maximum number of persons, who can be appointed as directors not liable to retire by
rotation.
b) How many of the remaining directors will have to retire by rotation every year at the annual
general meeting?
Answer
Applicable section 152(6)
Conclusion :
a) At least 8 directors shall be rotational directors (2/3rd of 11 is 7.33; taken as 8 since not less
than 2/3rd of total directors shall be rotational directors). Accordingly, only 3 directors can be
appointed as non-rotational directors. Therefore, it is permissible to appoint managing director
and whole time director as non-rotational directors.
b) In case 3 directors are appointed as non-rotational directors, 1/3rd of rotational directors shall
retire at the ensuing annual general meeting, i.e. 3 directors (1/3 of 8 is 2.67; nearest to 2.67 is
3). These 3 directors shall be eligible for reappointment.
14. ABC Company Limited has 10 directors on its board. Two of the directors have retired by rotation at
an Annual General Meeting. The place of retiring directors is not so filled up and the meeting has also
not expressly resolved 'not to fill the vacancy'. Since the AGM could not complete its business, it is
adjourned to a later date. At this adjourned meeting also the place of retiring directors could not be
filled up, and the meeting has also not expressly resolved 'not to fill the vacancy'. Advice:
a) Whether in such a situation the retiring directors shall be deemed to have been re-appointed
at the adjourned meeting?
b) In case at the adjourned meeting, the resolutions for re-appointment of these directors were
lost?
c) Whether such directors can continue in case the directors do not call the Annual General
Meeting?
Answer
Applicable section 152(7)
Conclusion:
a) Re- appointed at the adjourned meeting
b) In case at the adjourned meeting, the resolutions for reappointment of retiring directors were
lost, there is no question of reappointment or automatic reappointment. They shall have to
vacate their offices.
c) Can not continue
15. Hari, a 15% shareholder of a company and other shareholders have lost confidence in the Managing
Director (MD) of the company. He is a director not liable to retire by rotation and was re-appointed as
Managing Director for 5 years w.e.f. 1.4.2005 in the last Annual General Meeting of the company.
Mr. Hari seeks your advice to remove the MD after following the procedure laid down under the
Companies Act, 2013.
a) Specify the steps to be taken by Mr. Hari and the Company in this behalf;
b) Is it necessary to state reasons to support the resolution for his removal?
Answer
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Applicable section 169
In A Ltd. three Directors were to be appointed. The item was included in agenda for the Annual
General Meeting scheduled on 30th September, 2014, under the category of 'Ordinary Business'. All
the three persons as proposed by the Board of Directors were elected as Directors of the company by
passing a 'single resolution' avoiding the repetition (multiplicity) of resolution. After the three
directors joined the Board, certain members objected to their appointment and the resolution.
Examine the provisions of Companies Act, 2013 and decide whether the contention of the members
shall be tenable and whether both the appointment of Directors and the 'single resolution' passed at
the Company's Annual General Meeting shall be void.
Answer
Applicable section 162
Conclusion :Thus, the contention of the members that the appointment of the 3 directors is void, is
correct. Also, the single resolution passed for appointments, is void.
Is it possible for a retiring director to continue in his office beyond the date of the annual general
meeting which had to be adjourned due to disturbances at the meeting? Explain.
Answer
Applicable section :152
Conclusion:Pending the decision in the annual general meeting, a retiring director can continue in office
even after the date of annual general meeting. His reappointment depends upon the decision taken in
the adjourned annual general meeting .
Notice has been received from a member proposing himself for appointment as a director after the
issue of notice convening the annual general meeting. As a secretary of a public company, how will
you deal with the above situation?
Answer
Applicable section 160
Sanju who was appointed as a Director at the last AGM resigned. The Board filled up the vacancy by
appointing Sarath. But within few days of his becoming Director, Sarath died. The Board wishes to
appoint jithu in place of Sarath in the next Board Meeting. Can the Board do so?
Answer
Applicable section 161(4)
Conclusion : Board can appoint
XYZ (P) Ltd is a Company in which there are 3 Shareholders and all of them are Directors of the
Company. A holds 60% of the Paid-Up Share Capital while the balance 40% of Shares is held equally by
the remaining Directors. Because of some rift among them, the two Directors holding 40% Share
Capital have aligned and started preventing the holding of any Meetings of the Company. The AOA of
the Company provide for a minimum of 2 Directors / Members as Quorum for Board Meetings as well
as General Meetings. X has become helpless and seeks your advice to tackle the situation. Advice.
Answer
Applicable section :169
Conclusion:Where the Directors attempt to avoid their removal, by omitting to call a Meeting or by not
attending the Meeting with a view to creating a situation of no quorum, the Court /Tribunal / Central
Govt can convene the necessary Meeting. [Re EI Sombrero Ltd]
The annual general meeting of a company was held in November, 2013. The company did not hold any
general meeting in 2014. R, S and T are the directors liable to retire at the general meeting. Can they
continue in office?
Answer
Applicable section 152(6)
Conclusion:
a) The annual general meeting must be held on or before 31.12.2014. If it is not so held, the
directors, R, S and T shall cease to hold office on 31.12.2014. Their continuance beyond this
date shall be invalid.
b) However, if the registrar grants extension of time for holding the meeting, the meeting can be
held upto 31.3.2015 and so directors can continue in office till that date. However, if annual
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general meeting is not held upto 31.3.2015, the directors, R, S and T shall cease to hold office
on 31.3.2015. Their continuance beyond this date shall be invalid.
22. P Ltd. desires to appoint an additional director on its board of directors. The Articles of the company
confer upon the board to exercise the power to appoint such a director. As such R is appointed as an
additional director. In the light of the provisions of the Companies Act, 2013 examine:

23.

24.

25.

26.

27.

(i) Whether R can continue as director if the annual general meeting of the company is not held
within the stipulated period and is adjourned to a later date?
(ii) Can the power of appointing additional director be exercised by the Annual General Meeting?
Answer
Applicable section:161(1)
Conclusion:
i.
R shall have to vacate his office on the last day on which the annual general meeting ought to
have been held as per section 96 of the Companies Act, 2013.
ii.
additional directors cannot be appointed in the annual general meeting or any other general
meeting [Blair Open Hearth Furnace Co. Ltd. v Reigart(1914) 1 Ch. 390].
However, in some exceptional cases like when there is a deadlock in the Board or where all the directors
become interested, the power to appoint additional directors may be exercised by the members [Barron
v Potter (1914) 1 Ch 895].
The articles of association of a company provided that Ram will be a permanent director of the
company so long as he holds one-third of the issued share capital. A shareholder sends a special
notice to the company for removal of the director Ram in the general meeting by ordinary resolution.
Can Ram be removed from the directorship, as per Companies Act, 2013?
Answer
Applicable section 169
Conclusion :Mr. Ram can be removed under section 169.
Referring to the provisions of the Companies Act, 2013, examine the validity of the following:
“On the request of bank providing financial assistance the Board of Directors of P Limited decides to
appoint on its Board Mr. Q, as nominee director. Articles of Association of the company do not confer
upon the Board of Directors any such power. Further, there is no agreement between the company
and the bank for any such nomination.”
Answer
Applicable section 161(3)
Conclusion:the appointment of Mr. Q as nominee director is not valid.
The Board of Directors of A Limited appointed Mr. B as an alternate director a period of two months
against a director who has proceeded abroad on leave for a period of six months. Articles of
Association of the company are silent. Is the appointment valid as per Companies Act, 2013.
Answer
Applicable section 161(2)
Conclusion :Appointment is not valid
Referring to the provisions of the Companies Act, 2013, examine the validity of the following:
Mr. X who is not qualified to be appointed as an independent director is appointed by the Board of
Directors of Y Company Limited, for an independent director, as an alternate director.
Answer
Applicable section 161(2)
In the given case, the appointment of Mr. X as an alternate director for an independent director is not
valid, since Mr X is not qualified to be appointed as an independent director.
Mr. Ram, an additional director appointed by the board of directors of a public company, is proposed
to be appointed as a regular director in the Annual General Meeting. Explain the requirements under
the Companies Act, 2013 to give effect to the proposed appointment.
Answer
Applicable section 152 & 160
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28. Mr. Vishnu was appointed as an additional Director of ABC Ltd. w. e. f. 1st October 2015, in a casual
vacancy by way of a circular resolution passed by the Board of Directors. The next annual general
meeting of the company was due on 31st March 2016, but the same was not held due to delay in the
finalization of the accounts. Some of the shareholders of the company have questioned the validity of
the appointment of Mr. Vishnu and his continuation as additional Director beyond 31st March 2016.
Advise the company on the complaint made by the shareholders.
Answer
Applicable section 161
Conclusion:His appointment would terminate on 31st March 2016.
29. The Articles of Association of XYZ Toys Private Limited provide that the maximum number of Directors
in the company shall be 10. Presently, the company is having 8 directors. The Board of Directors of the
said company desire to increase the number of directors to 16. Advise whether under the provisions
of the Companies Act, 2013 the Board of Directors can do so.
Answer
Applicable section 149(1)
In the given case since the number of directors is proposed to be increased to 16, the company will
be required to comply with the following provisions:
i.
Alter its Articles of Association under section 14 of the Act;
ii.
Authorise the maximum number of directors to 16 by means of a special resolution of members
passed at a duly convened general meeting of the company.
Section 173 to 195
1. A meeting of the Board of A Ltd.' was held on a national holiday. However due to lack of quorum, the
proceedings of the meeting could not be held and therefore the Chairman of the meeting decided
with the consent of the majority that the Board meeting be adjourned
to next Monday. However, the date fixed for the adjourned meeting happened to be a 'national
holiday'. Advise and draw your analogy with reference to the provisions of the Companies Act, 2013,
whether the adjourned meeting of the Board can be held on a day which is a public holiday.
Answer
Applicable section 173(3) and 174(4)
Conclusion:the adjourned meeting cannot be held on a national holiday unless the Articles of the
company provide that it can.
2. Write short notes on the Constitution of Audit Committee under Sec. 177 of the Companies Act, 2013.
Applicable section 177
3. XYZ LTD. secures residential accomodation for the use of its Managing Director by entering into a
license arrangement under which the company has to deposit a certain amount with the Landlord to
secure compliance with the terms of the license agreement. Can it be considered as a loan to a
Director? Discuss with reference to the Companies Act, 2013.
Answer
Applicable section 185
Conclusion : It does not amount to a loan
4. Mr. A is a Director of P LTD. He intends to construct a residential building for his own use. The cost of
construction is estimated at ` 1.00 Crore which Mr. A proposes to finance partly from his own sources
to the tune of ` 50 Lakh and balance `50 Lakh from housing loan to be obtained from a Housing
Finance Company. For the purpose of obtaining the loan, he has approached the housing finance
company which has in principle agreed to grant loan, but has put a condition.The condition put by the
housing finance company is that P LTD. of which Mr. A is a Director should provide the guarantee for
repayment of the loan and interest as per terms of the proposed agreement for granting the loan to
MrA.
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You are required to advice Mr. A on the matter keeping in view the relevant provisions of the
Companies Act, 2013.
Answer
Applicable section 185
Conclusion : In view of the provision of Sec. 185, P Ltd shall not provide guarantee-for repayment of loan
and interest thereon.
5.

The Board of Directors of XYZ Limited by passing a resolution decides to borrow from the company’s
bankers an additional sum of ` 200 Crores, as long term loan in order to finance the new projects to be
taken up shortly. The company gives you the following financial information:
Amount (in crores)
Equity share capital
100
Preference share capital
50
General reserve
25
Debentures redemption reserve
20
Provision for taxation
10
Existing long term loan
25
Examining the provisions of the Companies Act, 2013, the company seeks your advice about the
extent to which the company can borrow from its bankers and also state whether the board of
directors’ proposal to borrow ` 200 Crores is valid.
Answer
Applicable section 180
Conclusion:the Board can borrow only by passing a special resolution passed in the general meeting of
the company.

There are 9 (nine) directors in a company and out of which 2 offices of the directors have fallen
vacant. What will be the quorum for the board meeting under the provisions of the Companies Act,
2013?
Answer
Applicable section 174(1)
Conclusion: being higher than 2, 3 directors would constitute the quorum for the Board meetings.
7. The Board of Directors of PQR Publications Ltd. at a meeting held on 15.01.2014 resolved to borrow a
sum of `15 crores from a nationalized bank.Subsequently the said amount was received by the
company. One of the Directors, who opposed the said borrowing as not in the interest of the company
has raised an issue that the said borrowing is outside the powers of the Board of Directors. The
Company seeks your advice and the following data is given for your information:
Amount in crores
I.
Share capital
5
II.
Resrves and surplus
5
III.
Secured loans
15
IV.
Unsecured loans
5
Advice the management of the company.
Answer
Applicable section 180(1)
Conclusion: In the given case the proposed borrowing of `15 crores, would exceed the limit mentioned
above and hence it is beyond the powers of the Board of Directors.
8. Examine with reference to the provisions of the Companies Act, 2013 whether notice
of a Board Meeting is required to be sent to the following persons:
6.
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(i) An interested Direct,
(ii) A Director who has expressed his inability to attend a particular Board Meeting,
(iii) A director who has gone abroad less than 3 months.
Answer
Applicable section 173(3)

9.

10.

11.

12.

Conclusion :
i.
notice must be given
ii.
notice must be given
iii.
notice given by electronic means
Super Ltd. was incorporated on 1st January, 2013. On 1st November, 2015 a political party approaches
the company for a contribution of ` twelve lakhs for political purpose. Can the company be penalized
for defiance of provisions in this regard?
Answer
Applicable section 182
Conclusion : The company shall be punishable with fine
Nishad Textiles Ltd. is a company engaged in manufacture of fabrics. The Company has investments in
shares of other Bodies Corporate including shares in Nishad Cotton Co. Ltd. and it has also advanced
loans to other Bodies Corporate. The aggregate of all the investments made and loans granted by
Nishad Textiles Ltd. exceeds 60% of its paid up share capital and free reserves and also exceeds 100%
of its free reserves. In course of its business requirements, Nishad Textiles Ltd. has obtained a term
loan from Industrial Development Bank of India and the same is still subsisting. Now the company
wants to increase its holding from 70% to 80% of the equity share capital in Nishad Cotton Co. Ltd. by
purchase of additional 10% shares from other existing shareholders. State the legal requirements to
be complied with by Nishad Textiles Ltd. under the provisions of the Companies Act, 2013 to give
effect to the above proposal. Will your answer be different if Nishad Textiles Ltd. would have
defaulted in payment of matured fixed deposits accepted by it from the public?
Answer
Applicable section 186(11)
Conclusion:the company can make new inter-corporate investments only by passing a special resolution.
If the company has defaulted in repayment of public deposits, the company cannot make any
investments even if special resolution and resolution of Board is passed. The investments can be made
only after the default has been made good.
Mr. Jeffry goes abroad for four months from 04.11.2014 and an alternate director has been appointed
in his place. Therefore, advice as to sending of notice as required under section 173 of the Companies
Act, 2013.
Answer
Applicable section 173(3) and 161(2)
Conclusion : notice should be served to both, the alternate director as well as the original director.
Mr. X holding 3% Shares in GOOD Ltd., became a Director of this Company on 01.05.2014. The
Company prior to his appointment as Director, had commenced transactions with A Ltd. in the next
Board Meeting to be held on 10.05.2014, the Board proposes to discuss about price revisions sought
for by A Ltd. Briefly explain –
(i) Whether Mr. X should make a disclosure of his interest in A Ltd, assuming that the Company is
going to have transactions with A Ltd. on a continuous basis, if yes, when and how? When
should it be renewed?
(ii) Can he vote in the price revision resolution in the Board Meeting?
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You are informed that Mr. X holds 1.5% of the Share Capital of A Ltd and that his wife holds another
3% of the Share Capital of A Ltd.
Answer
Applicable section 184
Conclusion :
i.
Mr. X should disclose his interest
ii.
Mr. X should not participate and vote in the Board Meeting
13. Mr. Sanju is a director of M/s Adarsh Ltd. He has approached M/s Housing Finance Co. Ltd. for the
purpose of obtaining a loan of `50 lacs to be used for construction of his residential house. The loan
was sanctioned subject to the condition that M/s Adarsh Ltd. should provide the guarantee for
repayment of loan installments by Mr. Sanju. Advise Mr. Sanju.
Answer
Applicable section 185
Conclusion: In the given case, guarantee cannot be given by M/s. Asheeka Ltd.
14. Amit, Biswajit, Shyam and Tarak are Directors of XYZ Ltd. Shyam and Tarak did not attend the Board
Meeting which was properly convened. At the said Board Meeting, two Additional Directors was
appointed. They are the wife and brother of Amit and Biswajit respectively, the Directors who
attended the Board Meeting. Explain whether the Directors who attended the Board Meeting are
entitled to vote on the subject-matter and whether the appointment of Additional Directors is valid.
Answer
Applicable section 188(1)
Conclusion :In view of the opinion of Madras High Court & Tribunal Letter cited below, the appointment
of relatives of Amit & Biswajit as Additional Directors is not valid.
Note: Contrary opinion is taken by Bombay High Court
Appointment as an Additional Director of a person who is related to a Director does not violate the
requirements of Sec. 188(1), because such appointment does not constitute any “contract or
arrangement” of the Company with the Sitting Director. The Sitting Director is entitled to participate and
vote – Shailesh Harilal Shah Vs. Matushree Textiles ltd. 82 CC 5 (Bom).
15. M/s ABC Ltd. had power under its memorandum to sell its undertaking to another company having
similar objects. The Articles of the company contained a provision by which directors were
empowered to sell or otherwise deal with the property of the company. The Shareholders passed
an ordinary resolution for the sale of its assets on certain terms and required the directors to
carry out the sale. The Directors refused to comply with the wishes of the shareholders where upon it
was contended on behalf of the shareholders that they were the principal and directors being their
agents were bound to give effect to their decision. Based on the above facts, decide the following
issues, having regard to the provisions of the Companies Act, 2013 and case laws.
(i) Whether the contention of shareholders against the non-compliance of their wishes by the
directors is tenable.
(ii) Can shareholders usurp the powers which by the articles are vested in the directors by passing
a resolution in the general meeting?
Answer
Applicable section 179 & 180
Conclusion:
i.
the contention of the shareholders is not tenable.
ii.
the shareholders cannot usurp the powers vested in directors.
16. How is a resolution by circulation passed by the Board or its Committee
Answer
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Applicable section 175(1)
17. What is the procedure to be followed, when a board meeting is adjourned for want of quorum?
Answer
Applicable section Section 174(4)
18. Advise the Board of directors of a public company about their powers in respect of the following
proposals explaining the relevant provisions of the Companies Act, 2013;
 Buy-back of shares of the company upto 10% of the paid up equity share capital.
Answer
Applicable section 179
Conclusion : the Board is authorised to buy-back the shares
19. What is the required quorum for holding a Board meeting? Examine the following cases:
(i) In a Board meeting, only 3 directors were present out of the total of 11 directors. None of the
3 directors was interested in any of the items of the agenda. Examine the validity of meeting.
(ii) In a meeting of the Board, out of the total of 11 directors, 7 directors were present of which
only 2 directors were not interested in one of the transactions. How should the meeting deal
with the matter?
Answer
Applicable section 174
Conclusion:
i.
the quorum was not present and so the meeting has not been validly held
ii.
do not constitute a quorum and hence the Board meeting cannot be validly convened.
20. The last three years' balance sheets of Great Ltd. contain the following information and figures:
As
at As
at
Particulars
31.03.2013
31.03.2014
As at 31.03.2015
Paid up capital
5000000
5000000
7500000
General Reserve
4000000
4250000
5000000
Credit balance in P&L account
500000
750000
1000000
Debenture redemption reserve 1500000
2000000
2500000
Secured loans
1000000
1500000
3000000
On going through other records of the company, the following is also determined: Net profit for the
year
12,50,000 - As at 31.03.2013
19,00,000 - As at 31.03.2014
34,50,000 - As at 31.03.2015
In the ensuing Board meeting scheduled to be held on 5th November, 2015, among other items of
agenda, following items are also appearing:
a) To decide about borrowings from financial institutions on long-term basis.
b) To decide about contributions to be made to charitable funds.
Based on above information, you are required to find out as per the provisions of the Companies Act,
2013 the amount upto which the Board can borrow from financial institutions and the amount upto
which the Board of directors can contribute to charitable funds during the financial year 2015-16
without seeking the approval in general meeting.
Answer
Applicable section 180(1) and 181
Conclusion:
a) the long term borrowings from financial institutions shall not exceed ` 1,05,00,000 without the
consent of the members by way of a special resolution.
b) the Board may make contributions to charitable funds upto ` 1,10,000 during the financial year
2015-16 without prior permission of the company in general meeting.
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21. The Board of Directors of Achu Jewellery Limited propose to donate 3,00,000 to a school established

exclusively for the benefit of children of employees and also donate ` 50,000 to a political party during
the Financial year ending 31st March, 2010. The average net profits during the three immediately
preceding financial years is 40,00,000. Examine with reference to the provisions of the Companies
Act, 2013 whether the proposed donations are within the powers of the Board of Directors of the
Company.
Answer
Applicable section 181
Conclusion: donations of ` 3,00,000 to the school established exclusively for the benefit of children of
employees is within the powers of the Board, and so the permission of members in general meeting is
not required.
The Board shall make such political contribution only by passing a resolution at a Board meeting.
Further, adequate disclosure shall be made in the profit and loss account.
22. M/s Sreehari Consultants Private Limited seeks your legal advice regarding the following

appointments relating to directors and their relatives:
(i) Miss N, a relative of a director, is to be appointed as Chief Public Relations Officer on a salary
of ` 65,000 per month.
(ii) Mr. W connected, a relative of a director, is to be appointed as Chief Executive Officer on a
consolidated salary of ` 2,55,000 per month.
(iii) Mr. P, who is a relative of one of the directors, is to be appointed as the managing director on
a monthly salary of ` 2,80,000 plus other perquisites as applicable to other executives of the
company.
Advise explaining the relevant provisions of the Companies Act, 2013.
Answer
Applicable section 188
Conclusion :
i.
such appointment does not require the prior approval of the members by passing a special
resolution since the monthly remuneration does not exceed ` 2,50,000.
ii.
Such appointment also requires the prior approval of the members by passing a special
resolution since the monthly remuneration exceeds ` 2,50,000. Thus, the appointment of Mr. W
connected as Chief Executive Officer at a monthly remuneration of ` 2,55,000 requires
compliance with legal requirements as stated earlier in Points
iii.
the appointment of Mr. P as a managing director does not attract the provisions of section 188,
and so compliance with any of the legal requirements specified under section 188 is not
required.
23. The Paid Up Share Capital and Free Reserves of Sujith Co Ltd, a Public Company is ` 100 Crores as on
1st April. The Shareholders of the Company at their General Meeting held on 4th April, by a Special
Resolution authorized the Board of Directors of the Company to borrow money "exceeding the Paid
Up Share Capital and Free Reserves of the Company, to the extent required by the Board of
Directors". The Board of Directors as a result borrowed money to an extent of ` 130 Crores, including `
20 Crores as Short-Term Loan and ` 25 Crores as Temporary Loan for financing the construction of a
building of the Company. Examine the validity of the following (i) The Board's exercising the powers for borrowing money to an extent of ` 130 Crores.
(ii) What would be your answer in case the Company's Paid Up Share Capital and Free Reserves
increased to ` 150 Crores and the Board of Directors borrow money to an extent of ` 140
Crores which neither include any short term loan nor temporary loan for financing of the
construction of a building of the Company?
Answer
Applicable section 180(1)
Conclusion:
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i.

So, the Management of the Company should convene an EGM and pass a special resolution as
required u/s 180(1)(c), to make the borrowing valid and binding on the Company and its
Members.
ii.
If the Paid Up Capital and Free Reserves is increased to ` 150 Crores, then the Borrowings of `
140 Crores is within the powers of the Board and hence the same is valid. Shareholders'
approval is not required in such case.
24. Advise the Board of directors of a public company about their powers in respect of the following
proposals explaining the relevant provisions of the Companies Act, 2013:
“Delegating to the managing director of the company the power to invest surplus funds of the
company in the shares of some companies. “
Answer
Applicable section 179&186
Conclusion: In the present case, the power to invest surplus funds of the company in the shares of some
companies is proposed to be delegated to the managing director of the company. Such delegation is not
permissible in view of provisions of section 186 of the Companies Act, 2013.
25. Mr. A was appointed Auditor of XYZ Ltd by the Board to fill the casual vacancy that arose due to death

of the Auditor originally appointed in AGM. Subsequently, Mr. A also resigned on health grounds
during the tenure of appointment. The Board filled this vacancy by appointing you through duly
passed Board resolution. Comment.
Answer
Applicable section 177
Conclusion:Appointment by Board Resolution to fill the Casual Vacancy caused due to resignation is
valid.
26. ANU Limited is a subsidiary of DILEEP Machineries Limited. The Board of Directors of the respective
companies have made the following appointments on a consolidated monthly salary of ` 2,52,000 with
effect from 1.6.2014:
(i)
Mr. AJAY , a director of DILEEP Machineries Limited, as factory manager of ANU Limited.
(ii)
Mr.Dani ,a director of ANU Limited, as purchase manager of DILEEP Machineries Limited.
(iii)
Mr.Raj, relative of a director of DILEEP Machineries Limited, as sales manager of Superfine
Machineries Limited.
(iv)
Mr. Shyam, not related to any director of both the companies, as chief accountant of DILEEP
Machineries Limited. But his relative has been appointed as additional director of DILEEP
Machineries Limited with effect from 1.5.1997. Explain the legal requirements to be complied
with under the Companies Act, 2013 to give effect to or continuation of the above
appointments of employees.
Answer
Applicable section 188
Conclusion:
i.
Thus attracting the provisions of section 188. Such appointment also requires the prior approval
of the members by passing a special resolution since the monthly remuneration exceeds `
2,50,000.
ii.
the appointment of Mr. Dani does not attract the provisions of section 188.
iii.
requires compliance with legal requirements
iv.
no compliance with the provisions of section 188 is required even after appointment as a
director of relative of Mr. Shyam.
27. Following is data relating to Prince Company Limited:
Authorised Capital (Equity Shares) - 100 crores
Paid-up Share Capital
- 40 crores
General Reserves
- 20 crores
Debenture Redemption reserve
- 10 crores
Provision for Tax
-5 crores
Loan (Long Term)
-10 crores
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Short-Term Creditors
-3 crores
Board of Directors of the company by a resolution passed at its meeting decide to borrow an
additional sum of ` 90 crores from the company's Bankers. You being the company's financial advisor,
advise the Board of Directors the procedure to be followed as required under the Companies Act,
2013.
Answer
Applicable section :180(1)
Conclusion: prior approval of the members by way of a special resolution is required.
28. State with reference to the provisions of the Companies Act, 2013 whether the following companies
can make donations (as on 1.12.2014) to political parties and if so the conditions to be complied with
in this regard:
i.
X Ltd., a government company registered in 2009 wants to donate a sum of ` 10 lakhs.
ii.
Y Ltd., a public company registered in 2008 wishes to contribute a sum of ` 5 lakhs.
iii.
ZLtd., a company incorporated in the year 2014, decides to contribute a sum of ` 3 lakhs.
Answer

Applicable section 182
Conclusion:
i.
it is prohibited from making any political contribution
ii.
it can make a political contribution
iii.
cannot make any political contribution
29. The board meeting of MANU Ltd. was held on 10th May, 2014 at Surat at 11 a.m. At the time of
starting the board meeting the number of directors present were 7.The total number of directors
were 10. The board transacted ten items in the board meeting. At 12 noon after the completion of
four items in the agenda 4 directors left the meeting. Examine the validity of these transactions
explaining the relevant provisions of the Companies Act, 2013.
Answer
Applicable section 174(1)
Conclusion: , resolutions passed in respect of these 6 agenda items are void, and have no legal effect.
Section 196 to 205
1. A company wants to include the following clause in its Articles of Association Each director shall be
entitled to be paid out of the funds of the company for attending meetings of the Board or a
Committee thereof including adjourned meeting such sum as sitting fees a shall be determined from
time to time by the Directors but not exceeding a sum of `30,000 for each such meeting to be
attended by the Director.' 2 You are required to advise the company as to the validity of such a clause
and the correct legal position under the provisions of the Companies Act, 2013.
Answer
Applicable section 197(5)
The clause mentioned in articles, is well within the prescribed limits, and it is valid and effectual.
2. ABC Ltd. has the proposal of appointment of a Managing Director who is more than 70 years of age,
under the consideration of its Board of directors. Comment.
Answer
Applicable section 196(3)
Conclusion:appointmet by special resolution passed by company in G.M and and the explanatory
statement annexed to the notice for such motion
3. The Article of Association of a listed company has fixed payment of sitting fee for each Meeting of
Directors subject to maximum of ` 25,000. In view of increased responsibilities of independent
directors of listed companies, the company proposes to increase the sitting fee to ` 55,000 per
meeting. Advise the company about the requirement under Companies Act, 2013 to give effect to the
proposal.
Answer
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Applicable section 197(5)
Conclusion: fee to independent directors can be increased from ` 25,000 to ` 55,000 per meeting
by passing a Board Resolution.
4. Mr. X was appointed as the managing director of ABC Ltd. for a period of five years with effect from
1.4.2011 on a salary of ` 12 lakhs per annum with other perquisites. The Board of Directors of the
company, on coming to know of certain questionable transactions, terminated the services of the
managing director from 1.3.2014. Mr. X termed his removal as illegal and claimed compensation from
the company. Meanwhile the company paid a sum of ` 5 lakhs on ad hoc basis to Mr. X pending
settlement of his dues. Discuss with reference to Companies Act, 2013, whether:
A. The company is bound to pay compensation to Mr. X, and, if so, how much.
B. The company can recover the amount of ` 5 lakhs paid on the ground that Mr. X is not entitled
to any compensation, because he is guilty of corrupt practices.
Answer
Applicable section 202
Conclusion:
i.
Not to pay compensation if he is guilty, otherwise The compensation payable shall not exceed `
25 lakhs, i.e. at the rate of ` 12 lakhs per annum for unexpired period of 25 months.
ii.
Can not be recovered
5. M/s XYZ Health Specialties Ltd. owns a Multi-Specialty Hospital in Chennai. Dr. Ram, a practicing Heart
Surgeon, has been appointed by the company as its director and it wants to pay him fee, on case to
case basis, for surgery performed on the patients at the hospital. A question has arisen whether
payment of such fee to him would amount to payment of managerial remuneration to a director
subject to any restriction under the Companies Act, 2013. Advise the company, which seeks to ensure
that the same does not contravene any provision of the Companies Act, 2013.
Answer
Applicable section 197(4)
Conclusion :The company can therefore, pay a remuneration to Dr. Ram a fee for surgeries performed
by him as a professional fee which shall not be construed as a Managerial Remuneration under the Act.
6. Can a company pay compensation to its directors for loss of office? Explain briefly the relevant
provisions of the Companies Act, 2013 in this regard?.
Answer
Applicable section 202
Conclusion : A company can pay compensation to its directors for loss of office
7. PQR Limited is paying remuneration to its non-executive directors at the rate of one percent of the
net profits of the company distributed equally among all the non-executive directors. Is it possible for
the company to pay minimum remuneration to non-executive directors besides sitting fees in the
event of loss in a financial year? Answer with reference to Companies Act, 2013.
Answer
Applicable section 197(1)
Conclusion:There is no prohibition on payment of sitting fees even where the company has not earned
any profits or its profits are inadequate.
8. The Central Government has powers to fix limit on remuneration of managerial personnel. Comment.
Answer
Applicable section 196 and 197
9. The managing director of M/s. Star Builders Ltd. has resigned, as the company was not doing well and
also incurring losses. The Board of directors have decided to appoint Mr. Sam aged 71 years as the
new managing director, because of his proven track record of nearly 50 years, turning sick companies
into profitable ones. The only condition put forth by Mr. Sam is that he should be paid the maximum
permissible salary and perquisites as provided in the Companies Act, 2013 without requiring the
approval of Central Government. The effective capital of the company is ` 20 crores. Advise the
company about:
(i) The procedure to be followed for the appointment of Mr. Sam; and
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(ii) The quantum of remuneration payable to him.
Answer
Applicable section 196
10. Mr. Shafi was appointed as managing director of XYZ Company Limited in accordance with Schedule V
for a period of 5 years with effect from 1st April, 2014 on a remuneration of ` 30,00,000 per year. The
Board of directors the company propose to increase the remuneration of the managing director to `
40,00,000 per year. Advise the Board of directors about the legal requirements under the Companies
Act, 2013 to give effect to the proposal. State whether the increased remuneration can be paid as
minimum remuneration in the event of loss or inadequacy of profit.
Answer
Applicable section 197
Conclusion:In case the effective capital of the company is ` 5 crore or more, then, Mr. Shafi may be paid
remuneration of ` 40 lakh without passing special resolution. However, if the effective capital of the
company is less than ` 5 crore, then, remuneration of ` 40 lakh may be paid to Mr. Shafi by passing a
special resolution.
11. Examine whether the payment of following remuneration to non-executive directors (directors who
are neither in the whole-time employment of the company nor managing director) is in accordance
with the provisions of the Companies Act, 2013:
“Sitting fee payable to directors is increased from ` 30,000 to ` 60,000 per meeting by amending the
articles of association.”
Answer
Applicable section 197(5)
Conclusion:the amount proposed is within the ceiling limits prescribed, such increase does not require
the approval of the Central Government. Therefore, the alteration of articles is valid and effectual and
so the directors may be paid a sitting fee of ` 60,000 for every Board meeting.
12. A public company wants to include the following clause in its articles of association:
"Each director shall be entitled to be paid out of the funds of the company for attending meetings of
the Board or a committee thereof including adjourned meetings such sum as sitting fees as shall be
determined from time to time by the directors, but not exceeding a sum of ` 1,50,000 for each such
meeting to be attended by the director." You are required to advise the Company as to the validity of
such a clause and the correct legal position, in the light of Companies Act, 2013
Answer
Applicable section 197(2)
Section 206 to 229
1. What are the circumstances in which an inspector appointed under Sec. 210 of the Companies Act,
2013, can investigate into affairs of related companies?
2. What are the duties of the inspector as enumerated in Section 223 of the companies
Act, 2013, in relation to his report.
3. Explain the power of the Registrar to conduct inspection and inquiry as per the provisions of
Companies Act, 2013.
4. Explain the duties of officers and employees and powers of the inspector in case of investigation, in
line with section 217 of Companies Act, 2013.
5. Explain the provisions of Companies Act, 2013 relating to establishment of Serious Fraud Investigation
Office
6. What actions may be taken in pursuance of Inspector's report on investigation, as per Companies Act,
2013?
Section 379 to 393
1. A company incorporated in Malaysia, has established its place of business at Mumbai, what
documents are required to be furnished on such establishment of business in India
Answer
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Applicable section 380
2. Under Section 387 of the Companies Act, 2013, what are the particulars required to be contained in a
prospectus to be issued by an existing foreign company?
Answer
Applicable section 387
3. Which of the provisions of the Companies Act, 2013 shall apply to a foreign company in which 50% of
the paid up share capital is held by Indian citizens?
Answer
Applicable section 379
4. State the formalities that has to be followed with respect to registration of prospectus of Companies
Incorporated outside India, as per provisions contained in the Companies Act, 2013.
Answer
Applicable section 389
Section 390
1. A scheme of amalgamation of XYZ. Ltd. with PQR Co. Ltd. was presented to the Tribunal for sanction
after the scheme was approved by an overwhelming majority of shareholders, secured and unsecured
creditors of both companies at meeting held under Section 391 of the Companies Act, 1956. While the
scheme was pending in the High Court, some of the members requisitioned EGM for the purpose of
requesting company 'XYZ Limited' to negotiate with company 'PQR Ltd.' as according to the
requisitionists the exchange ratio was not fair and reasonable. Can the directors refuse to call EGM?
Comment.
Answer
Applicable section 392
Conclusion: directors can’t refuse to call an EGM requisitioned by the member.
2. Answer the following with reference to a scheme of amalgamation of companies explaining the
relevant provisions of the Companies Act, 1956: (i) Whether companies being amalgamated must be
companies registered in India.
Answer
Applicable section 394
Conclusion:the scheme of the amalgamation may provide for transfer of the foreign companies to Indian
companies.
3. State the powers of the Court about the matters that would be considered while sanctioning the
scheme of amalgamation under the provisions of the Companies Act,1956.
Section 396 to 406
1. State the provisions of the Companies Act, 2013 authorising filing of applications, service of notices
and inspection of documents in electronic form.
Answer
Applicable Section 398
2. State the provisions of the Companies Act, 2013 regarding inspection by electronic form of the
documents kept by the Registrar. Is the electronic form only mode of carrying out inspection or filing
of documents?
Answer
Applicable section 399
3. PQR Chemicals Private Limited is controlled by two groups of members. The group holding majority of
shares made an application to Company Law Board alleging oppression by the minority group. Give
your answer according to the provisions of the companies Act, 1956.
Answer
Applicable section 399
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Conclusion:There is nothing in this section which suggests even indirectly that unless the application is
made by minority shareholders it is not maintainable. The right to apply is, therefore, not confined to
oppressed minority of the shareholders alone.
4. State the conditions which must be satisfied before filing a petition under Section 397 of the
Companies Act, 1956 for prevention of oppression.
5. STAR Private Limited is a company in which there are eight shareholders. Can a member holding less
than one-tenth of the share capital of the company apply to the Company Law Board for relief against
oppression and mismanagement under the Companies Act, 1956.
Answer
Applicable section 399
Conclusion: a single member can present a petition to the Company Law Board (CLB), regardless of the
fact that he holds less than one-tenth of the company‘s share capital.
6. Examine with reference to the provisions of the Companies Act, 1956 whether the following Act, of
the company is valid :
The Board of Directors of a company has made a bonafide decision not to declare any dividend for the
year ended 31st March, 2013. A group of shareholders complain to the company law board against
the above decision of the Board of directors on the ground of mismanagement and wants the
company to declare dividend.
Answer
Applicable section 397&398
Conclusion: the shareholder cannot compel the company to declare dividend and cannot charge the
directors for the mismanagement under Sections 397 and 398.
Winding Up
1. JISHNU Estates Ltd. was incorporated with the object of developing land for residential houses as well
as purchase and sale of flats. It had, therefore, purchased 5 acres of land near the airport at Kolkata.
But Govt. acquired the same for defence purposes. The company would not replace the land as the
prices of land of other places were prohibitive.
What will be the decision of the court in the following cases:
i.
(The company suspends its business for a whole year?
ii.
The company fails to resume its operations (business) for 5 years and the prospects seemed
gloomy?
Answer
Applicable section 433
Conclusion :
i.
Thus, in the given case, winding-up order shall not be issued.
ii.
the Court may order the winding-up of the company
2. A company passed a special resolution for the winding up of the company by the Court and made the
necessary petition to the Court. In spite of the opposition of the workers, the company was ordered to
be wound up. The workers filed an appeal against the winding up order. It is contended by the
company that the workers have no right to appeal as they have neither any right to present a petition
for the winding up, nor to be heard in winding up proceedings. Is the contention of the company
correct? Cite case law.
Answer
Applicable section 439
Conclusion: Section 439 does not authorise the workers to make a winding up petition.
after the winding up order is made, the workers may appeal against it. But, once the order becomes
final, the workers shall not participate in any further proceedings.
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3. SOFT Technologies Ltd. has been wound up and the Official Liquidator has been asked to take charge
of the Company. Briefly explain the relevant provisions regarding filing of Statement of Affairs in
relation to the Company in liquidation.
Answer
Applicable section 454
4. M/s VINU Limited was wound up by the court. The official liquidator invited claims from the creditors
which stood as under:

5.

6.

7.

8.
9.

Official Liquidator could realize only `80.00 lakhs by sale of the assets and realization made from
company’s debtors, which is not sufficient to pay to all the creditors. Please decide the order of
priority for payment to creditors explaining the relevant provisions of the Companies Act, 1956.
Answer
Applicable section 529A
Conclusion:
The order of payment of liabilities adopted by the liquidator shall be as under:
1) Overriding preferential payments under section 529A (i.e., workmen's dues and debts due to
secured creditors).
2) Costs and expenses of winding up.
3) Preferential payments under section 530.
4) Creditors secured by a floating charge.
5) Unsecured creditors.
Mr. X is an unsecured creditor and has to recover a sum of Rs. 7 lakhs from Global Footwear Company
Limited. The said company has become financially insolvent and hence unable to pay its debts. With
the object of recovery of the said amount Mr. X is willing to proceed for compulsory winding up of
the company. Advise the steps and procedure in this relation under the provisions of the Companies
Act, 1956.
The Official Liquidator of SURYA Ltd (in liquidation) instituted misfeasance proceedings u/s 543
against “A”, a Director of the Company in liquidation. During the pendency of misfeasance
proceedings, “A” died. What is meant by Misfeasance? Is it possible for the Official Liquidator to
implead the legal representatives of „A‟ and continue the proceeding against them?
Answer
Applicable section 543
State, with reason, whether the following are debts for the purpose of section 433(e) of the
Companies act, 1956:
A. Contingent or conditional liability.
B. Non-payment of dividend declared.
C. Non-payment of salary to an employee.
D. Non-payment to a creditor of a disputed liability.
Answer
Applicable section 433
What power does the Central Government have to make Rules relating to winding up?
XYZ Ltd. had taken a loan of ` 2 crore from ABC Bank secured by some assets. The company has
defaulted in the matter of payment of some installments of loan as per terms of the loan agreement.
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The bank has filed a petition in the High Court on the ground that the company is unable to pay its
debts.
The company opposes the petition for winding up on the ground that it has employed 1000 workers,
paid their salaries regularly and that it has paid all the tax dues to the Government. The company has
further contended that if the company is compelled to repay the loan immediately, it will cripple the
company causing hardships to employees and other persons having business dealings with the
company. The company is also supported by some major creditors.
Explain the circumstances under which the company may be ordered to be wound up by the Court on
the ground of inability to pay its debts and whether the bank will succeed in this case.
Answer
Conclusion:
The court may not order winding-up in this case as:
 The power of the court to order winding up is discretionary.
 Since the court shall consider the interest of 1000 employees, temporary cash crisis, loss of
taxes to the Government, loss of production, loss of business, probable hardships on other
creditors, and public policy.
 If the court decides that it is not in the interest of justice to wind up the company
XYZ Co. Ltd. has its subsidiary company PRM Ltd., which is formed to carry out some of the objectives
of XYZ Co. Ltd. XYZ Ltd. suspends one of its several businesses, by passing a resolution at the
company's Extraordinary General Meeting with effect from 1st January, 2012. The business so
suspended continues to be suspended until March, 2012. On 1st April, 2012 a group of shareholders of
XYZ Ltd. file a petition in the Court for winding of the company on the ground of suspension of
business by the company. Referring to the provisions of the Companies Act, 1956 decide;
i.
Whether the shareholder's contention shall be tenable?
ii.
What would be your answer in case XYZ Ltd. suspends all its business?
iii.
Can shareholders of PRM Ltd. file a petition in the Court for winding up their company (PRM
Ltd.) on the ground that the holding company viz. XYZ Ltd. has suspended its entire
businesses, though PRM Ltd. has not suspended its business?
Answer
Applicable section 433
Conclusion :
i.
a winding up petition on the ground of suspension would fail
ii.
Even if XYZ Ltd. had suspended all its business, section 433(c) would not apply
iii.
the shareholders of PRM Ltd. have no right to file a winding up petition
The High Court at Mumbai appointed the Official Liquidator as the liquidator of MANU Engineering
Co. Ltd. Some of the creditors have brought to the notice of the liquidator that though the company is
in liquidation for the past several years, nothing worthwhile has been done to speed up the winding
up and no documents have been filed to indicate the progress of liquidation. Examine in this
connection the nature and periodicity of returns required to be field by the liquidator in terms of the
provisions contained in the Companies Act, 1956.
Answer
Applicable section 462
Explain briefly with reference to Companies Act,1956 the provisions relating to 1) Transfer of shares to be void after the commencement of winding up
2) Disclosure of continuance of liquidation
3) Submission of information as to pending liquidation
Mr. PANJU, a Chartered Accountant in full-time practice, was acting as the Statutory Auditor of a
Public Limited Company, till it was wound up. Love was appointed as the Liquidator for purposes of
winding up proceedings.
Answer
Conclusion:Mr.PANJU, cannot act as both the Liquidator and the Auditor.
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14. BINU Ltd created a Floating Charge of its Current Assets in favour of a Bank to secure a Current
Account, which was in debit of ` 5 Lakhs and also to secure further Working Capital facilities provided
by the Bank.
The charge created on 1st January 2013 was duly registered with the ROC. The Bank advanced ` 10
Lakhs subsequent to the creation of charge. The Company has gone into voluntary liquidation
pursuant to a resolution passed on 1st September 2013. Examine the validity of the floating charge in
case it is a Creditors' Voluntary Winding-up, but there is no fraudulent preference. Would your answer
be different, if it were a Members' Voluntary winding-up?
Answer
Applicable section 534
Conclusion: In the above case, the Bank would not have advanced ` 10 Lakhs to the Company, had the
Company not given the security earlier by way of creation of the Floating Charge. Hence, the charge is a
valid charge to the extent of ` 10 Lakhs, along with interest at 5% p.a. or at such other rate notified by
Central Government.
15. Sundar Ltd. has gone into liquidation because of the inability of the company to pay its debts. During
the course of winding up, a proposal was put forward by the previous management to revive the
working of the company through a scheme of arrangement between the company and its creditors. As
per the scheme, all the creditors have to forego fifty percent of their dues. Some of the creditors have
voiced their opposition to the said scheme. The company approaches you for advice. State the steps
that have to be taken by the company in this regard.
Answer
Applicable section 517
16. “In the course of compulsory winding-up, the Court is empowered to summon persons suspected of
having property of Company”. Explain.
Answer
Applicable section 477
17. RM Ltd went for a Public Issue of Equity Shares (` 10 Crores) of ` 10 each. The Shares were subscribed
to an extent of 95% of the total issue. The Shares of the Company were accepted for listing by Bombay
Stock Exchange but subsequently the permission was cancelled on certain grounds. On an appeal to
the Central Government by the Company, the decision of the Stock Exchange was held to be valid. As
a result, the application money had become refundable to the allottees. The Company, had no
prospects of doing any business and there was a complete deadlock among the Directors. Looking at
the circumstances, certain Creditors filed a petition in the Court for winding-up of the Company on the
ground that the Company had become commercially insolvent. The Shareholders of the Company
object to the petition of the Creditors. Decide giving reasons i.
Will the objections of the Shareholders be sustainable?
ii.
Can the Court dismiss the petition of Creditors for winding-up of the Company?
Answer
Applicable section 433(e)
i.
Shareholders' contention is not sustainable.
ii.
it may allow the petition or may dismiss the same.
18. What are the steps to be taken for winding up in a case, where the company is solvent, but the
business for which it was formed has been completed?
19. Write a note on disclaimer of onerous property as per Companies Act, 1956.
20. Examine with reference to the provisions of the Companies Act, 1956 whether winding up can be
ordered by the Court in case the Board of Directors of the Company decide to discontinue one of its
business. Would your answer differ in case the company suspends the entire business? Explain.
Answer
Applicable Section 433(c)
Conclusion: it cannot be said to be a ground for winding up by the court. The answer would certainly
differ in case the company suspends the entire business and the court in its opinion find that there is no
possibility of continuation of the business by the company. The court may order winding up on the
above ground.
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21. JACK Ltd. a newly formed company, obtained a certificate to commence business on 1st January,
2014. But it did not hold its statutory meeting up to 30th June, 2014, nor did it deliver a statutory
report to the Registrar. The Registrar presented a petition to the Tribunal for company's winding up
on the ground that the company has made default in holding the statutory meeting. Can the company
be wound up on this ground? Would your answer differ if JACK Ltd. were a private limited company?
Decide with reference to relevant provisions of the Companies Act, 1956.
Answer
Applicable section 433(b)
Conclusion:the company can be wound up on this ground
A private company is neither required to hold a statutory meeting nor to deliver a statutory report to
the Registrar, a petition for its winding up is, therefore, not maintainable under section 433 (b)
22. Distinguish between member‟s voluntary winding up and creditors‟ voluntary winding up.
23. M/s ABCLimited is being wound up by the Court. The official liquidator after realisation of the assets
has an amount of `56,00,000 at his disposal towards payment of creditors of the company.
Details of creditors are as under.

Since the available amount is insufficient to meet the claims of all the creditors, explain the
procedure to be followed for payment of dues as provided in the Companies Act, 1956,
assuming that the company has created a charge on all the assets of the company in favour of the
secured creditors.
Answer
Applicable section 530
Conclusion:Thus, tax dues to the tune of `4,00,000 payable to Government authorities will not get any
payment even though they are to be considered as preferential payments as per section 530 of the Act.
The secured creditors dues and workmen dues will get abated equally and they get ` 32 lakhs and `24
lakhs respectively. The other creditors will get nothing.
24. Mr. RAMU was on the list of contributories as a member who had transfered his shares within a year
before the winding up order. After a call had been made against him by the liquidator, he brought
certain debts which were due from the company and claimed a reduction in his liabilities under the
calls to the extent of those debts. Is this claim maintainable under Companies Act, 1956?
Answer
Applicable section 469
Conclusion:In this case, the claim of set off is not maintainable.
25. Explain the term ‘Overriding Preferential Payments’ under the provision of the Companies Act, 1956.
ABC Limited is being wound-up by the Court. The official liquidator has realized `100 lakh by selling
the land and buildings mortgaged by the company in favour of its bankers. The company owes `200
lakh to the bank. The bank has claimed that the amount realised by sale of land and buildings must be
paid in full to it in preference to the workmen’s dues to the extent of `50 lakh. Examine the bank’s
claim with reference to the provisions of the Companies Act, 1956.
Answer
Applicable section 529A
Conclusion: In view of the provisions of Section 529 and 529A, the contention of the bank that whole of
`100 lacs realized from the sale of land, etc, shall be paid to the bank towards repayment to loan is not
tenable, only a sum of ` 80 lacs shall be paid. Thus, Official Liquidator will have- to pay ` 20 Lacs to
Workmen and ` 80 Lacs to the Bank.
26. The Directors of SUPER Company Limited are required to file declaration of solvency as they desire to
proceed for voluntary winding up of the company. Advise them about the requirements to be
followed for the said purpose.
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Answer
Applicable section 488
27. A listed Public Company was ordered to be wound up by the order of the Chennai High Court. While
ordering the winding up, the Court ordered the Official Liquidator to submit a preliminary report to
the Court as per the provisions contained in the Companies Act. Referring to the provisions of the
Companies Act, 1956, state briefly the details to be given in the preliminary report of the official
liquidator
Competition
1. Explain 'Competition Advocacy' under the Competition Act, 2002.
2. ABC Ltd. made an initial public offer of certain number of equity shares. Examine whether these
shares can be considered as 'Goods' under the Competition Act, 2002 before allotment.
Answer
Applicable section 2(i)
Conclusion:debentures and shares can be considered as 'goods' within the meaning
3. Mr. Manoj was a member of The Competition Commission of India. He retired on 31st March 2012. He
was offered the post of Chairperson in White Ltd. with appropriate remuneration and perquisites.
Discuss whether he can accept the job. What will be the position if Mr. Manoj joins Gail Ltd., a
Government company with effect from 1st April 2013
Answer
Applicable section 12
Conclusion: MR. Manoj cannot join White LTD. However, there is no restriction for him to join GAIL on
1st April 2013 as it is a government company.
4. As per the opinion formed by the Central Government, that Mr. Isac has abused his position as a
member of Competition Commission of India, which may be prejudicial to public interest as a member
of the Commission. Examine the powers of the Central Government in this regard.
Answer
Applicable section 11(2)
5. A Ltd. and B Ltd. dealing in petro-chemicals made an agreement to jointly produce, supply and
distribution of their products. Competition Commission of India (CCI) has received a complaint that
agreement is anti-competitive and against the interests of persons dealing in the trade. What factors
CCI will take into account to determine whether this agreement has any appreciable adverse effect on
competition in the market. Examine.
Answer
Applicable section 19(3)
6. State briefly the composition of Competition Commission of India. Examine whether the chairperson
of the competition commission shall be only a person, who has been or is qualified to be a Judge of a
High Court.
Answer
Applicable section 8
Conclusion: chairperson of commission may or may not be a judicial person.
7. An arrangement has been made among the cotton producers that the cotton produced by them will
not be sold to mills below a certain price. The arrangement is in writing but it is not intended to be
enforced by legal proceeding. Examine whether the said arrangement can be considered as an
agreement within the meaning of Section 2(b) of the Competition Act, 2002.
Answer
Applicable section 2(b)
Conclusion : This arrangement can be considered as an agreement
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8. An enterprise is not satisfied with the decision of the Competition Commission, Advise whether any
remedy is available to the aggrieved party against the decision of the Competition Commission under
the Competition Act, 2002?
Answer
Applicable section 53B and 53T
9. Examine with reference to the relevant provisions of the Competition Act, 2002 whether a person
purchasing goods not for personal use, but for resale can be considered as a 'consumer'.
Answer
Applicable section 2(f)
Conclusion: a person who purchases goods for resale or for any commercial purpose (and not for
personal use) is also a 'consumer'.
10. An understanding has been reached among the manufacturers of cement to control the price of
cement, but the understanding is not in writing and it is also not intended to be enforced by legal
proceedings. Examine whether the above understanding can be considered as an ‘Agreement’ with
the meaning of Section 2(b) of the Competition Act, 2002?
Answer
Applicable section 2(b)
Conclusion: understanding can be considered as an ‘Agreement’
11. The Competition Commission of India has received a complaint that M/s XYZ company has been
abusing its dominant position in the food processing industry. Explain briefly the factors that will be
considered by the Commissions to ascertain whether M/s XYZ company enjoys a dominant position in
the industry .
Answer
Applicable section 19(4)
12. The association of Truck Operators of India by agreement insisted that members of the association
shall not deal with non-members in transportation of goods. The association claims that this
agreement is entered for the welfare of trade and not for any other purpose. Would this agreement
be under the purview of the Act? Will the answer be different if the association attempts to control
the provisioning of services rendered by its members?

Answer
Applicable section 3
Conclusion:Agreement is horizontal anti-competitive, hence void and control or provisioning of services
is also void, sec. 3(3)(b).
13. Mr. Zen was appointed as a Member of the Competition Commission of India by Central government.
He has a professional experience in international business for a period of 12 years, which is not a
proper qualification for appointment of a person as member. Pointing out this defect in the
Constitution of Commission, Mr. Yen, against whom the commission gave a decision, wants to
invalidate the proceedings of the commission. Examine with reference to the provisions of the
Competition Act, 2002 whether Mr. Yen will succeed.
Answer
Applicable section 15
Conclusion :the contention of Mr. Yen that the proceedings of the Commission are not valid, is incorrect.
14. In a proceeding before the Competition Commission of India involving two pharmaceutical companies,
the plaintiff requested the presiding officer to call upon the services of experts from the
pharmaceutical sector to determine' the truth of the allegations levelled by it against the respondent.
The respondent opposed the request on the ground that such action cannot be taken by the
Competition Commission. You are required to state with reference to the provisions of the
Competition Act, 2002, whether the contention of the respondent is tenable.
Answer
Applicable section 36
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Conclusion: the contention of the respondent is not correct
Height Toys Limited and Weight Toys Limited marketing their products in India propose to be
amalgamated. The enterprise created as a result of the said amalgamation will have assets of value of
` 300 crore and turnover of ` 1000 crore. Examine whether the proposed amalgamation attracts the
provisions of the Competition Act, 2002?
Answer
Applicable section 5
Conclusion:the said amalgamation does not amount to 'combination', and so such amalgamation shall
come into effect without obtaining any approval of the Competition Commission of India.
The orange producers from Kashmir have formed an association to control production of oranges.
Examine whether it will be considered as a cartel within the meaning of sec 2© of the Competition
Act, 2002.
Answer
Applicable section 2(c)
Conclusion:the association that has been formed is that of orange producers. It clearly falls within the
definition of „cartel‟ as given under Sec 2(c) of Competition Act, 2002.
The Central Government, without referring the matter to the Supreme Court of India for inquiry,
removed a member of the Competition Commission of India on the ground that he has become
physically or mentally incapable of acting as a member. Decide, under the provisions of the
Competition Act, 2002, whether removal of the member by the Central government is lawful?
Answer
Applicable section 11
Conclusion: the order of removal made by the Central Government is valid and lawful.
Examine with reference to the relevant provisions of the Competition Act, 2002 whether Government
department supplying water for irrigation to the agriculturists after levying charges for water supplied
(and not a water tax) can be considered as an 'enterprise'.
Answer
Applicable section 2(h)
Conclusion: a Government department supplying water for irrigation to the agriculturists after levying
charges for water supplied is an 'enterprise'.
Mr. A was a member of the Competition Commission of India. On the basis of information that he had
acquired such financial interest as was likely to affect prejudicially his functions as a member of the
Commission, the Central Government appointed an officer to hold an inquiry. On the basis of report
of the said officer the Central Government issued an order of removal of Mr. A. Decide whether the
action of the Central Government is in order under the provisions of the Competition Act, 2002?
Answer
Applicable section 11
Conclusion: Sec. 11 empowers CG to remove the Chairperson or any member of the Commission on
various grounds
Explain the powers of the Commission to approve, modify or disapprove a combination as per The
Competition Act, 2002.
Mathew Ltd., (hereinafter referred to as 'Seller'), manufacturer of footwears entered into an
agreement with City Traders (hereinafter referred to as „Purchaser'), for the sale of its products. The
agreement includes, among others, the following clauses:
(i) That the Purchaser shall not deal with goods, products, articles by whatever name called,
manufactured by any person other than the Seller.
(ii) That the Purchaser shall not sell the goods manufactured by the Seller outside the municipal
limits of the city of Secunderabad.
(iii) That the Purchaser shall sell the goods manufactured by the Seller at the price as embossed
on the price label of the footwear. However, the purchaser is allowed to sale the footwear at
prices lower than those embossed on the price label.
You are required to examine with relevant provisions of the Competition Act 2002, the validity of the
above clauses. Section 3(1) prohibits entering into any agreement in respect of production, supply,
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distribution, storage, acquisition or control of goods or provision of services, which causes or is likely
to cause an appreciable adverse effect on competition within India. Any such agreement, if made,
shall be void.
Answer
Applicable section 3(1)
Conclusion:
(i) This clause falls under 'Exclusive Supply Agreement' and is deemed to be prohibited under
section 3(1), if it causes or is likely to cause an appreciable adverse effect on competition.
(ii) This clause falls under 'Exclusive Distribution Agreement' and is deemed to be prohibited under
section 3(1), if it causes or is likely to cause an appreciable adverse effect on competition.
(iii) the agreement clearly states that the prices lower than the price stipulated by the Seller can be
charged, the agreement does not fall under the clause 'Resale Price Maintenance', and is
therefore valid.
BANKING REGULATION ACT 1949
1.

2.

3.

4.

5.

Whether the name “PQR Steel Bank Limited” is permissible for a Company carrying on business of
manufacturers and Stockiest of Iron and steel?
Answer
Applicable section 7
Conclusion: Company cannot have the name PQR Steel bank.
The Board of Director of ABC Ltd., a banking Company incorporated in India, for the accounting year
ended 31-3-2010 transferred 15% of its net profit to its Reserve Fund. Certain Shareholder of the
Company objects to the above act of the Board of Directors on the ground that it is violative. Examine
the provision of Banking Regulation Act, 1949 and decide  Whether contention of the Shareholder is tenable?
 Would your answer be still the same in case the Board transfers 30% of the Company's Net
Profits to Reserve Fund?
Answer
Applicable section 17
Conclusion:
i. The objection made by the shareholders is valid since the minimum amount to be transferred to
the reserve fund is 20% of profits.
ii. The Board is free to transfer to reserve anything over and above 20% of net profits.
Can a Banking Company hold any immovable property?
Answer
Applicable section 9
Conlclusion: , no banking company shall hold any immovable property howsoever acquired, except such
as is required for its own use, for any period exceeding 7 years from the acquisition thereof or any
extension of such period as in this section provided, and such property shall be disposed of within such
period or extended period, as the case may be.
“RBI has power to control advances by banking companies”. Comment.
Answer
Applicable section 21
Conclusion:RBI has the power to control advances by banking companies
Every banking company shall be bound to comply with any directions given to it under this section.
Union Bank, a National Bank, acquired on 1st January 2014 a building, fully occupied by various
tenants, from Mr. Manu, who is the owner of the building. In discharging of a Term Loan advanced to
Mr. Manu, who had mortgaged the said building as security with the said Bank and failed to repay the
Loan. The said Bank wants to keep the Building permanently with it and earn the rent from tenants.
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You are required to state with reference to the provisions of the Banking Regulation Act, 1949
whether the said Bank can do so.
Answer
Applicable section 9
Conclusion: union Bank of India cannot keep the building permanently with it for the purpose of earning
rent from tenants. the Reserve Bank may permit Union Bank Limited to hold the building for such
extended period, not exceeding 5 years, as it may deem f it
Soft Banking Company Limited has advanced a sum of `25.00 lacs to Mr. A, a director of the company,
to meet his personal liabilities but due to some adverse conditions, Mr. A is not in a position to repay
the loan. The Board of directors of the company is considering to remit a sum of `10.00 lacs. The Board
of Directors seeks your advice.
Answer
Applicable section20A
Conclusion :Prior approval of RBI is required.
The Central Govt. acquired a Banking Company. The scheme of acquisition, apart from other matters,
provided for the quantum of compensation payable to the shareholders of the acquired Bank. Some
Shareholders are not satisfied with the amount of compensation fixed under the scheme of
acquisition. Is there any remedy available to the shareholders under the provisions of the Banking
Regulation Act, 1949?
Answer
Applicable section 36AG
Conclusion: there is remedy available to shareholders
Explain the provision relation to Reserve Fund under the Banking Regulation Act, 1949.
Answer
Applicable section 17
Accounts and Balance Sheet along with auditor's reports has been filed with Reserve Bank of India
after nine months from the end of the period to which these relate. Comment on the validity based on
Banking Regulation Act, 1949.

Answer
Applicable section 31
Conclusion: This amounts to contravention of section 31 of the Banking Regulation Act, 1949.
10. XYZ Bank is a newly formed bank. The constitution of its Board of Directors is mostly graduates and
under-graduates. Is the constitution as per The Banking Regulations Act, 1949? Discuss. Also the Bank
wants to reconstitute its board and retire some of its directors. What are the provisions as per law?
Answer
Applicable section 10A
Conclusion: 51% or more directors to be specialized in certain specified areas.
it is necessary to retire any Director or Directors, the Board may, by lots drawn in such manner as may
be prescribed, decides which Director or Directors shall cease to hold office and such decision shall be
binding on every Director of the Board.
11. Mr. Pavin is a director in a Bank. The Reserve Bank of India terminates him on the ground that his
conduct is detrimental to the interest of the depositors. Decide whether the Reserve Bank of India can
do so under the Banking Regulation Act, 1949. Can the Reserve Bank of India appoint Additional
Director in a Bank under the said Act?
Answer
Applicable section 36AA
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Conclusion:The Reserve Bank is empowered to remove the managerial and other persons as per the
provisions of section 36AA, which is explained below:
PQR Bank Limited is not managing its affairs properly. Employees as well as depositors of the bank
have complained to the Central Government from time to time about such mismanagement and
requested the Central Government to acquire the undertaking of the Banking Company. Explain the
powers of the Central Government in this regard under the Banking Regulation Act, 1949.
Answer
Applicable section 36AE
Conclusion: the Central Government may, after such consultation with the Reserve Bank as it thinks fit,
by notified order, acquire the undertaking of such company
Enlist the documents that are required to be kept by Banks with respect to nature of transactions.
State the rules for disposal of non-banking assets under The Banking Regulation Act, 1949.
In what way does the Reserve Bank of India regulate the determination of the loans and advances
which can be made by a banking company under the Banking Regulation Act, 1949?
Answer
Applicable section 21
The Board of Directors of a newly incorporated Banking Company is required to file the accounts and
balance sheet. Advise the Board of Directors about the law relating to preparation, signing and filing
of accounts and balance sheet under the provisions of the Banking Regulation Act, 1949.
Answer
Applicable section 29,31 and 32

SARFAESI
1. What are the transactions for which SARFAESI Act, 2002 does not apply?
2. State the provisions relating to issue of security by a securitisation or reconstruction company.
Answer
Applicable section 7
3. Explain the term ‘Financial Assets’ as per the SARFAESI Act, 2002.
Answer
Applicable section 2(I)
4. ABC bank wants to acquire the financial assets of XYZ Ltd. Is the bank or financial institution bound to
give notice of acquisition of financial asset to the obligor? State the provisions in this regard with
reference to SARFAESI Act, 2002.
Answer

5.

6.

7.

8.

Applicable section 6(1),(2),(3)
What measures can a securitization or reconstruction company adopt for the purpose of asset
reconstruction?
Answer
Applicable section 9
Explain the power of the central Government to exempt a class of banks or financial institutions, as
per Sarfaesi Act, 2002.
Answer
Applicable section 31A
PQR Ltd. is a securitization and reconstruction company under SRFAESI Act, 2002. The certificate of
registration granted to it was cancelled. State the authority which can cancel the registration and the
right of RST Ltd. against such cancellation.
Answer
Applicable section 4(1),4(2) and4(3)
How disputes are resolved under the SARFAESI Act, 2002?
Answer
Applicable section 11
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9. Explain briefly the concept of 'Securitisation' under the provisions of the Securitisation and
Reconstruction of Financial Assets and Enforcement of Security Interest Act, 2002.
Answer
Applicable section 2(1)(z)
10. What are Non performing Asset under the Sarfaesi Act, 2002?
11. Explain Asset Reconstruction, Financial Assets under the Securitization and Reconstruction of Financial
Assets and Enforcement of Security and Interest Act, 2002.
Prevention of money laundering
1. Explain the objective of the Prevention of Money Laundering Act (PMLA), 2002.
2. Explain the provisions contained in section 56 with respect to power of the Central Government to
enter into agreements with foreign countries, with reference to Prevention of Money Laundering Act,
2002.
Answer
Applicable section 56
3. Enumerate the obligations of banking companies under the Prevention of Money Laundering Act,
2002.
Answer
Applicable section 12
4. Vivo Limited, a banking company maintained the record of all transactions for a period of 5 years
from the date of cessation of the transactions between the clients and the company. Decide whether
the Company has fulfilled its obligation under the provisions of the Prevention of Money Laundering
Act, 2002.
Answer
Applicable section 12
Super Limited has defaulted in compliance of section 12.
5. What are Special Courts? What are the powers of Special Courts with respect to offence of money
laundering? Discuss with reference to prevention of Money Laundering Act, 2002.
Answer
Applicable section 43
6. Mr. Lee has been arrested for a cognizable and non-bailable offence punishable for a term of
imprisonment for more than three years under the prevention of Money Laundering Act, 2002.
Advise, as to how can he be released on bail in this case?
Answer
Applicable section 45(1)
7. The Banking Companies, Financial Institutions and Intermediaries of securities market are under some
obligations under the Prevention of Money Laundering Act, 2002. State in brief, these obligations.
Answer
Applicable section 12(1)
8. Explain the meaning of the term "Money Laundering", Aijon, a known smuggler was caught in transfer
of funds illegally exporting narcotic drugs from India to some countries in Africa. State the maximum
punishment that can be awarded to him under prevention of Money Laundering Act, 2002.
Answer
Applicable section 3 and 4
9. ‘Money Laundering’ does not mean just siphoning of fund. Comment
FOREIGN EXCHANGE AND MANAGEMENT ACT
1. Mr. Febin, an Indian National desires to obtain foreign exchange for the following purpose:
I.
Payment of US$ 10,000 as commission on exports under Rupee State Credit Route.
II.
US$ 30,000 for a business trip to U.S
III.
Remittance of US$ 2,00,000 for payment as prize money to the winning team in a Cricket
Tournament to be held in Australia.
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Advise him, if he can get the Foreign Exchange and under what conditions.
Answer
Applicable section 5
Conclusion:
i.
payment of US $ 10,000 as 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 invoice value of exports.
ii.
Mr. Febin can obtain $ 30,000 with the permission of Reserve Bank of India.
iii.
Mr. Febin can obtain US $ 1,00,000 without any permission, but for drawal of additional US $
1,00,000, prior approval of the Central Govt. is required.
Neenu is an air-hostess with the British Airways. She flies for 12 days in month and thereafter a break
for 18 days. During the break, she is accommodated at “base” which is normally the city where the
Airways is headquartered. In India, the base city for British Airways in Mumbai. During the Financial
Year, she was accommodated at Mumbai for more than 182 days. What would be her residential
status under FEMA?
Answer
Conclusion: Neenu would continue to be a “person resident outside India”.
Mr. Vijay resided in India during the financial year 2006-2007 for less than 183 days. He came to India
on 1st April, 2007 for employment. What would be his residential status during the financial year
2007-2008 under FEMA, 1999?
Answer
Conclusion: for the financial year 2007- 08 he is a 'Person resident outside India.
Mr. Sarath, an Indian National desires to obtain foreign exchange for the following purposes:
(A) Remittance of US Dollar 50,000 out of winnings on a lottery ticket.
(B) US Dollar 1,00,000 for sending a cultural troupe on a tour of U.S.A.
(C) US Dollar 50,000 for meeting the expenses of his business tour to Europe.
Advise him whether he can get foreign exchange and if so, under what conditions?
Answer
Applicable section 5
Conclusion:
(A) Mr. Sarath cannot obtain foreign exchange of US Dollar 50,000 out of winnings of a lottery
ticket.
(B) Mr. Sarath can obtain US Dollar 1,00,000 for sending a cultural troupe on a tour of U.S.A. with
the prior approval of Central Government.
(C) Mr. Sarath can obtain US Dollar 50,000 for business tour to Europe with the prior approval of
Reserve Bank of India.
Examine, with reference to the provisions of the Foreign Exchange Management Act, 1999, the
residential status of the branches mentioned below:
(A) ABC Limited, an Indian company having its Registered Office at Delhi, India established a
branch at New York U.S.A. on 1st April, 2004.
(B) PQR Ltd., a company incorporated and registered in London established a branch at Mumbai
in India on 1st April, 2004.
Answer
Applicable section 2(u) and 2(v)
Conclusion:
 ABC Limited as well as the New York branch of ABC Limited is a 'person'. ABC Limited is
incorporated in India. Therefore, it is a 'person resident in India'. the New York branch is a
'person resident in India'.
 PQR Ltd. (a foreign company) does not fall under any of the clauses of the definition of a
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'person resident in India'. Therefore, PQR Ltd. is a person resident outside India. The
Mumbai branch of PQR Ltd. is a 'person resident in India'
Veena, a resident in India is likely to inherit an immovable property in USA from her father, who is a
resident outside India. Advise Veena about the restrictions, if any, in this regard. Will your answer be
different if she is likely to inherit foreign securities?
Answer
Applicable section 6(4) and 6(5)
Conclusion: Veena can hold the immovable property/foreign security, after such inheritance.
Soft Computer is a Singapore based company having several business units all over the world. It has a
unit for manufacturing computer printers with its headquarters in Pune. It has a branch in Dubai
which is controlled by the headquarters in Pune. What would be the residential status under FEMA,
1999 of printer units in Pune and that of Dubai branch
Answer
Applicable section 2(u) and 2(v)
Conclusion: Soft Computers (Singapore) is a person resident outside India. The Pune Headquarters of
Soft Computers is a 'person resident in India' The Dubai branch of Soft Computers (Singapore), though
not owned, is controlled by the Pune headquarters. The Dubai branch is a 'person resident in India'
Explain the meaning of the term “Current Account Transaction” and the right of a citizen to obtain
Foreign Exchange under the Foreign Exchange Management Act, 1999.
Answer
Applicable section 2(j) and 5
RBI receives a complaint that an authorized person has submitted incorrect statements and
information to the RBI in respect of receipt and utilization of Foreign Exchange. Explain the powers of
the RBI with regard to inspection of records of the above authorized person. Also state the duties of
the authorized person.
Answer
Applicable section 12
State the kind of approval required for the following transactions under the Foreign Exchange
Management Act, 1999:
(A) Balu wants to draw US $20,000 to make donation to a charitable trust situated in South Korea.
(B) Manu requires US $ 5,000 to make payment related to ‘call back services’ of telephone.
Answer
Applicable section 5

Conclusion:
(A) Mr. Balu can obtain $ 20,000 for making donation to a charitable trust situated in South Korea
with the permission of Reserve Bank of India.
(B) Therefore, payment of US $ 5,000 for 'call back services' of telephone is prohibited.
11. Mr.Binish is an Indian Citizen. He has been residing in India since his birth. He left India on 25th
February, 2011 for pursuing business management in America for 2 years. He comes back on 24th
February, 2013. What is his residential status for the financial years 2010-11, 2011-12, 2012-13 and
2013-14?
Answer
Conclusion:
a) Mr. Binish is a person resident in India for the financial year 2010-11.
b) he is a 'Person resident in India' for the financial year 2011-12.
c) he shall be a 'Person resident outside India' for the financial year 2012-13.
d) he shall be a 'Person resident outside India' for the financial year 2013-14.
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12. Robin, a citizen of India, left India for employment in Australia on 1st June 2007. Mr. Robin purchased
a flat at New Delhi for ` 15 lakhs in September, 2008. His brother, Mr. Sijo employed in New Delhi,
also purchased a flat in the same building in September, 2008 for ` 15 lakhs. Mr. Sijo's flat was
financed by a loan from a housing finance company and the loan was guaranteed by Mr. Robin.
Examine with reference to the provisions of Foreign Exchange Management Act, 1999, whether
purchase of flat and guarantee by Mr.Robin are capital account transactions and whether these
transactions are permissible.
Answer
Conclusion: Both are capital account transactions . the purchase of flat by Mr. Robinr is permissible
under FEMA. Mr.Robin can give a guarantee to the Housing Finance Company in respect of purchase of
flat by Mr. Sijo with the permission of Reserve Bank of India.
13. Mr. Rahul resided for a period of 170 days in India during the financial year 2013-14 and thereafter
went abroad. He came back to India on 1.04.2014., as an employee of a business organization. What
would be his residential status during the financial year 2014-15 under FEMA, 1999?
Answer
Conclusion: he is a person resident in india
14. A German manufacturing company desirous of setting up its branch office at Pune, seeks your advice
on the object for which the company may be allowed to set up the desired branch office. Advise the
company about the procedure as required under the Foreign Exchange Management Act, 1999 to be
followed in this regard.
Answer
Applicable section 6
15. State whether there is any restriction under the Foreign Exchange Management Act, 1999 in respect
of drawal of foreign exchange for payments due on account of amortization of loans in the ordinary
course of business.
Answer
Applicable section 6
Conclusion:the transaction is permissible under the Foreign Exchange Management Act.
16. Mr. Akash, an Indian National desires to obtain foreign exchange for the following purposes:
a) Payment to be made for securing insurance for health from a company abroad.
b) Payment of commission on exports under Rupee State Credit Route.
c) Gift remittance exceeding US Dollars 10,000.
Advise him whether he can get foreign exchange and if so, under what condition?
Answer
Applicable section :5
Conclusion:
a) such a transaction is permitted without any restriction or condition.
b) 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
invoice value of exports.
c) approval of the Reserve Bank of India is required for gift remittance in the given case.
17. Ford Ltd., a vehicles manufacturing company in India has received an order from a transport company
in Italy for supply of 100 Trucks on lease. You are required to state, how the said Tomato Ltd. can
accept such an order.
Answer
Applicable section 2(I)
Conclusion:lease of truck does not amount to sale or disposal of goods, exporting goods by way of lease
requires the permission of Reserve Bank of India.
18. A person aggrieved by an order made by the Special Director (Appeals) desires to file an appeal
against the said order to the Appellate Tribunal but the period of limitation of 45 days as prescribed in
Section 19(2) of the Foreign Exchange Management Act, 1999 has expired. Advise.
Answer
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Applicable section 19(1)
19. Mr. B has won a big lottery and wants to remit US Dollar 25,000 out of the winnings to his son who is
in USA. Advise whether such remittance is possible under the Foreign Exchange Management Act,
1999.
Answer
Conclusion:Mr. B cannot remit US Dollar 25000 out of his winning, to his son in USA.
20. Mr. Raju is an exporter of goods and services. Explain his duties under Foreign Exchange Management
Act, 1999 regarding realization and repatriation of Foreign Exchange on such exports.
21. Forex Dealers Ltd. is an Authorised Person within the meaning of Foreign Exchange Management Act,
1999. Reserve Bank of India issued certain directions to the said Authorised person to file certain
returns which it failed to file. You are required to state the penal provisions to which the said
Authorised Person has exposed itself.
Answer
Applicable section 11(3)
Conclusion: Forex Dealers Ltd., has failed to file the return as directed by the Reserve Bank of India,
according to the above provisions it has exposed itself to a penalty which may extend to ` 10,000 and in
the case of continuing contraventions in the nature of failure to file the return, with an additional
penalty which may extend to ` 2,000 for every day during which such contravention continues.
INSURANCE ACT 1938
1.
2.
3.

4.

5.

6.

Write short note on management by administrator under The Insurance Act, 1938.
When Administrator for management of insurance business may be appointed [Section 52A]
What are the provisions in the Insurance Act, 1938 regarding nomination by a life Insurance Policy
Holder? Whether a minor can be a nominee in a Life Insurance Policy?
State the forms of business organisation which are prohibited from carrying on Insurance Business.
Answer
Applicable section 2C
Whether the Act shall apply to an Insurer after it has discontinued its business?
Answer
Applicable section 2D
What are requirements as to capital for carrying on insurance business?
Answer
Applicable section 6
“Life Policy cannot be questioned after the expiry of 2 years from the date on which it was effected”.
Explain with reference to Section 45 of the act.

Answer
Applicable section 45
Conclusion: As per high court judgement “If a period of 2 years has expired from the date on which the
policy of life insurance was effected, that policy cannot be called in question by an insurer on the ground
that a statement made in the proposal for insurance or on any report of a medical officer or referee, or a
friend of the insured, or in any other document leading to the assure of the policy, was inaccurate or
false.” – LIC Vs. Janaki Ammal (Mad HC 1968).
7. What are the provisions in the Insurance Act, 1938 regarding nomination by of Life Insurance Policy
holder? Whether a minor can be a nominee in a Life Insurance Policy?
Answer
Applicable section 39
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Is there any maximum limit on shareholding by the promoter in an Indian Insurance company, as per
Insurance Act, 1938?
Answer
Applicable section 6AA
Conclusion: maximum limit is 26% or such other percentage as may be prescribed, of the paid-up equity
capital in an Indian Insurance company.
Can an insurer assume risk without receiving the premium, as per Insurance Act, 1938?
Answer
Applicable section 64VB
Conclusion: no insurer shall assume any risk without receiving the premium in advance.
State the provisions of the Insurance Act, 1938 relating to refund of deposit.
Answer
Applicable section 9
State the provisions relating to incorporation of Insurance Association of India, as per Insurance Act,
1938.
Answer
Applicable section 64A
What are the documents required for obtaining registration for insurers?
VIVA INSURANCE LTD. has issued a policy on 25th March, 2014 for Fire Risk favouring one of the
leading Corporate House in the country without the actual receipt of premium and it was reflected as
premium receivable as at 31st March, 2014. The company maintained that it is a usual practice in
respect of big customers and the money was collected on 5th April, 2014. There was a fire accident in
the premises of the insured on 31st March, 2014 and a claim was lodged for the same. The Insurance
Company also made a provision for claim. Please respond.
Answer
Applicable section 64VB
Conclusion: the insurance company is not liable to pay the claim and hence no provision for claim is
required.
State the minimum limits for annuities and other benefits secured by policies of life insurance under
The Insurance Act, 1938.
Answer
Applicable section 4
With reference the provisions of Insurance Act, 1938, what do you mean by 'Life Insurance Business'?
Answer
Applicable section 2(11)
XYZ Limited, an Indian insurance company carrying on general insurance business, is facing liquidity
problems and, therefore, it has decided to maintain deposits under section 7 of the Insurance Act,
1938 at one per cent of total gross premium written in India. The company thinks that it is sufficient,
as the company has a Paid-up Capital of `150 Crores. What would be your suggestion to the company
for compliance of Insurance Act and rules and regulations made there under?

Answer
Applicable section 7
Conclusion: In the given case, Since XYZ Limited has decided to maintain deposits at one percent of the
total gross premium written in India, is a violation of the Section 7 of the Insurance Act, 1938. The
contention of the company that it has a paid up capital of ` 150 crores would not make any difference.
17. "In an Audit of an Insurance Company, the Receipts and Payments account is also subjected to Audit."
Justify.
Answer
Conclusion: that auditor is required to audit the Receipts and Payments Account of the insurer and also
express an opinion on the same.
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18. A Life Insurance Policy in favour of Ajay came into force on 1st February, 2012. In January, 2015, the

insurer came to know that there was a misstatement in the proposal for insurance regarding the age
of the nominee. Decide, under the provisions of the Insurance Act, 1938, whether the said Insurance
policy can be called in question?
Answer
Applicable section 45
Conclusion: the insurance policy cannot be called in question
INSURANCE REGULATORY DEVELOPMENT AUTHORITY
1. What shall be the term of office of the Chairperson and Members of the Insurance Regulatory and
Development Authority?
Answer
Applicable section 5(1),5(2) and 5(3)
2. Would the proceedings of the Insurance Regulatory and Development Authority become invalid due
to any vacancy in, or any defect in its constitution, as per IRDA Act, 1999?
Answer
Applicable section 11
Conclusion: become invalid
3. Is the Central Government empowered to supersede the Authority under Insurance Regulatory &
Development Authority Act, 1999? Explain.
Answer
Applicable section 19
Conclusion: empowers the Central Government to supersede the Authority
4. With reference to the provisions of Insurance Act, 1938 as amended by Insurance Regulatory and
Development Authority Act, 1999, state the norms in respect of paid up equity capital for carrying out
the business of an insurer. Also state the items that are excluded in determining the amount of paid
up equity capital of an insurer under the said Acts.
5. What are the powers of the Central Govt. under IRDA Act, 1999? Can Central Govt. supersede the
IRDA?
Answer
Applicable section 18,19,24,27,28 and 29
6. Whether appointment of Controller of Insurance is compulsory? Explain.
Answer
Applicable section 2B
7. What shall be the composition of the Insurance Regulatory and Development authority?
Answer
Applicable section 4(1) and 4(2)
8. Is the Authority required to furnish any returns to the Central Government, as per provisions of IRDA
Act, 1999?
Answer
Applicable section 20
9.

Section 14(2) of the Insurance Regulatory and Development Authority Act, 1999 specifies the powers
and functions of the Insurance Regulatory and Development Authority. List out those

SECURITY EXCHANGE BOARD OF INDIA
1. An unlisted company, having paid-up share capital of `3 crores consisting of 30,00,000 equity shares of
`10 each fully paid-up, proposes to make an initial public offer of 90,00,000 equity shares of `10 each
at a premium of `5 per share, in July, 2012. The promoters acquired 10,00,000 shares on 1st January,
2008 and another 10,00,000 shares on 1st January, 2012 at face value.
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What should be the minimum contribution that should be made by the promoters of the
above company in order to comply with the guidelines issued by SEBI?
State also the period for which the promoters are required to hold these shares and also the
shares, if any, acquired by the promoters in excess of the required minimum contribution.

Answer
Regulation 32,33 and 36
2. An investor has complained to SEBI that he has not received the payment due to him from the stock
broker registered with Chennai Stock Exchange Association Ltd. The complainant has requested SEBI
to take appropriate action against the stock broker. You are required to state with reference to the
provisions of Securities and Exchange Board of India Act, 1992 the answer to the following:
i.
ii.

3.
4.

5.

6.

7.

What action SEBI can take against the stock broker on the complaint as stated above?
What is the procedure to be adopted and what are the factors that will be taken into account
while taking such action?

Answer
Applicable section 15F, 15I and 15J
Write short notes on Clause 49 of the Listing Agreement of SEBI in connection with Corporate
Governance and Audit /Committee.
Can the Central Government grant immunity to a person who has violated the provisions of the SEBI
Act?
Answer
Applicable section 24B
Conclusion: central government can grant immunity
The Balance Sheet of ABC Ltd. as at 31-03-2015 disclosed the following details:
1) Authorized share capital `400 crores
2) Paid up share capital `150 crores
3) Reserves and surplus `750 crores
The company has issued in the year 2010, Fully Convertible Debentures of `100 crores which are due
for conversion in the year 2015. The company proposes, after the conversion of Debentures to issue
Bonus shares in the ratio of 1: 1. Explain briefly the requirements of the Securities and Exchange
Board of India (SEBI) Regulations to be followed by the company in this regard.
Answer
Regulations 92 to 95
Explain the provisions of SEBI (Issue of Capital and Disclosure Requirements) /Regulations, 2009 on
the conditions for issue of 'Indian Depository Receipts'.
Answer
Regulations 98
NICE Automobiles Limited intends to make a public issue of 2,00,00,000 equity shares of `10 each
through the 100% book building process indicating a price band.
You are required to answer the following with reference to the SEBI (Disclosure and Investor
Protection) guidelines:
(i)
What is the price band that can be indicated in the red herring prospectus, if the floor price is
proposed to be fixed at `300 per equity share?

(ii)
(iii)

What are the restrictions, if the company wants to revise the price band during the bidding
period?
How the shares are to be allocated to different categories of investors like Qualified
Institutional Buyers, Retail Individual Investors, etc.?

Answer
Regulation 43 and 46
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SEBI received complaints from some investors alleging that XYZ Ltd. and some brokers are indulging in
price manipulation in the shares of XYZ Ltd. Explain the powers that can be exercised by SEBI under
the Securities and Exchange Board of India Act, 1992 in case the allegations are found to be correct?
Answer
Applicable section 11(4)and 12A
Super Technologies Limited, an Unlisted Company, proposed to finance its expansion programme by
issuing Equity Shares to public. The company has been making good profits every year from the
commencement of business on 1st April 2003, but it has not declared dividend so far. The Company
was started with initial Equity Share Capital of `3 Crores in Jan 2003. The Paid-up Equity Share Capital
and Free Reserves as per the latest Audited Balance Sheet as at 31st March, 2010 amounted to `5
Crores and `10 Crores respectively.
State the conditions which are required to be fulfilled by an Unlisted Company under the SEBI (ICDR)
Regulations, 2009 in order to be eligible to make an IPO and also examine whether Super
Technologies Limited is eligible to make the proposed Public issue.
Answer
Conclusion: Since all the conditions are satisfied, the Company is eligible to make a public Issue of Shares
to a maximum of 5 times of its pre-issue Net worth as per latest audited balance sheet. i.e., `5 x [`5
Crores Capital + `10 Crores Reserves] = `75 Crores.
STAR Ltd wants to issue certain shares on preferential basis and has sought your advice in respect of
pricing the shares for such issue. State the guidelines issued by SEBI in respect of pricing of the issue of
shares on a preferential basis.
What provision has been made under section 15A of the SEBI act, 1992 in connection with penalty for
failure to furnish information or returns?
Answer
Conclusion:A person shall be liable to a fine of ` 1,00,000 per day or ` 1 crore, whichever is less
Point out the circumstances where under the following powers may be exercised by the Securities and
Exchange Board of India:
1) Prohibiting a company from issuing or publishing any document or advertisement soliciting
money from public for the issue of securities.
2) Pass cease and desist order in relation to any listed company.
What remedies are available to the companies against such orders under the Securities and Exchange
Board of India Act, 1992.
Answer
Applicable Section 11D
HIGH Ltd. issued convertible debentures during the financial year 2011-12 wants to alter the terms of
redemption. Is it permissible under the provision of SEBI (Securities and Exchange Board of India)
regulations?
Answer
Conclusion:alteration permissible if —
Written consent is obtained from the Holders of not less than 3/4th of the Specified Securities of that
class, or With the sanction of a Special resolution passed at a meeting of the Holders of the Specified
Securities of that class.
The Accounts of ABC Ltd., a listed company for the year ended 31st March, 2011 were finalised on
31st May, 2012. The company had a paid up capital of `50 lakhs and free reserves of `100 lakhs. The
company did not have any accumulated losses. The Board of directors of the Company wishes to make

a public issue of equity shares amounting to `10 crores comprising of offer to public through offer
document, firm allotment and promoters contribution. State, how this can be done under SEBI
Guidelines.
Answer
Regulation 26
15. Referring to the provisions of SEBI Act, 1992, discuss the meaning and functions of the board.
Answer
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Applicable section 2(1)(a) ,3 and 11
Following information is available from the records of SREEJITH Gums and Woods Ltd i.
The Company is a closely-held Unlisted Company.
ii.
The Paid Up Share Capital of the Company since 1st April 2006 is ` 3 Crores and its Net Worth
as at 31st March 2013 was ` 5 Crores, as per audited Balance Sheet.
iii.
The Net Tangible Assets of the Company as per last 3 audited Balance Sheets as at 31st March
2011, 2012 and 2013 were ` 4 Crores, ` 4.50 Crores and ` 5 Crores, out of which monetary
assets were less than ` 50 Lakhs, in each of the three years.
iv.
The Company was incorporated in 2003 and commenced its business on 1st April 2003 and
since then, it has earned good profits and it has not incurred any losses in any year in the past.
v.
The Company has not declared any dividend so far, but according to the profits earned so far,
the management could have declared dividend in each of the past 5 years.
vi.
The name of the Company was changed from Twinkle Woods Ltd to its present name w.e.f 1st
Oct 2012.
vii.
The Company wants to make a public issue of shares to raise ` 20 Crores by issuing Equity
Shares at a premium. For the purpose of including information in the Prospectus, the
Company has prepared its accounts for 12 months ended 30th September 2013 showing
segment-wise revenue, which reveals that revenue from Chemical Segment is more than the
revenue from the Woods Segment.
State the relevant SEBI Guidelines and explain whether the Company can make the desired public
issue, on the basis of the above facts.
Answer
Conclusion: Since the Company satisfies all the basic conditions, it can proceed with the Public Issue, in
accordance with SEBI Regulations.
On the complaint of Mr. X, SEBI after enquiry finds that Mr. Y a Chief Executive Officer of the
company, on the basis of unpublished price sensitive information, has indulged in the trading of the
securities of that company. Explain, on the basis of the said finding, what action SEBI can take against
Mr. Y under the Securities and Exchange Board of India Act, 1992.
Answer
Applicable section 15G
Conclusion:SEBI can after following the prescribed procedure, impose a penalty on Mr. Y. The
maximum penalty that SEBI can impose is Rupees twenty-five crores or three times the amount of
profits made out of insider trading, whichever is higher.
Explain briefly what type of defaults by the stock brokers come within the purview of Section 15F of
SEBI Act, 1992.
Answer
Applicable section 15F
The Securities and Exchange Board of India issued an order against XYZ Limited for redressal of
grievance of one of its members. On failure on the part of the company the Board imposed penalty
upon the company under Section 15C of the Securities and Exchange Board of India Act, 1992. The
company seeks your advice whether it has any remedy against the order of the said Board.
Answer
Applicable section 15T and 15 Z
Conclusion : Remedies are available to the company.
Mr. Appu, an investor is not satisfied with the dealings of his stock broker who is registered with Delhi
Stock Exchange. Mr. Appu approaches you to guide him regarding the avenues available to him for
making a complaint against the stock broker under Securities and Exchange Board of India Act, 1992
and also the grounds on which such complaint can be made. You are required to briefly explain the
answer to his queries.
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SECURITIES CONTRACT (REGULATION)1956
1. On 31st March, 2012,Vishnu holds certain securities issued under “Collective Investment Scheme”. His
name appears in the books of the scheme. He has transferred these securities to another person for a
consideration. The transferee lodged the instrument of transfer with the authorities one month after
the date on which the income on these securities became due. Examining the provisions of the
Securities Contracts (Regulation) Act, 1956 state:
i.
Whether Vishnu is entitled to receive and retain the income on these securities for the
financial year ended 31st March 2012 in the given case?
ii.
Would your answer be still the same in case the transferee lodged the instrument of transfer
with the authorities 14 days after the date on which the income on these securities became
due?
Answer
Applicable section 27A
Conclusion
i.
Yes, Vishnu is entitled to receive and retain the income in respect of the units or other
instruments issued by the collective investment scheme, even though he has already
transferred such units or other instruments.
ii.
However, if the transferee has lodged the security and all other documents required for making
the transfer of security within 15 days of the date on which the income became due, Vishnu
shall have no right to receive such income.
2. The executive committee of a recognized stock exchange desires to transfer certain duties and
functions of a clearing house to a recently set up clearing corporation, incorporated as a company
under the companies Act, 1956.
Examining the provisions of the Securities Contracts (Regulation) Act, 1956:
(A) State the purposes for which such transfer of duties and functions can be made to clearing
corporation.
(B) What is the procedure to be adopted for such transfer of duties and functions?
Answer
Applicable section 8A
3. Is a stock exchange compulsorily required to be corporatized and demutualised?
Answer
Applicable section 4A and 4B
4. The working of Nano Stock Exchange Association Ltd. is not being carried on by its Governing Board in
public interest. On receipt of representations from various Investors and investors' Association, the
Central Government is thinking to withdraw the recognition granted to the said Stock Exchange. You
are required to state the circumstances and procedure for withdrawal of such recognition as per the
provisions of Securities Contracts (Regulation) Act, 1956 in this regard.
Answer
Applicable section 5
5. Industrial Finance Corporation of India, established under the Industrial Finance Corporation Act, 1948
having its Registered Office at Mumbai, issued 8% Redeemable Bonds redeemable after 7 years. These
bonds were issued directly to the members of the public and not through the mechanism of Stock
Exchanges. You are required to state with reference to the provisions of Securities Contracts
(Regulation) Act, 1956, whether such direct issue of bonds by the Industrial Finance Corporation of
India is not violating the provisions of the said Act.
Answer
Applicable section 28
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Conclusion: Industrial Finance Corporation of India can issue 7 years bonds to the public directly without
requiring any permission of any stock exchange.
6. The shares of Sri Ram LTD. were listed on a recognized stock exchange. The stock exchange delists the
shares of the company. Referring to the provisions of the Securities Contracts (Regulation) Act, 1956,
advise the company on the remedies available to the company against the order of the stock
exchange.
Answer
Applicable section 21A
7. Referring to the provisions of the Securities contracts (Regulation) Act, 1956 state how a recognised
stock exchange may delist the securities and how an appeal may be filed by an aggrieved investor
against the decision of stock exchange for delisting of securities.
Answer
Applicable section 21A
8.
a) Chennai Stock Exchange wants to establish additional trading floor. Advise.
b) Complaints of unethical practices have been received against members of a recognized stock
exchange by the Government. Examine whether the Government has any power to suspend the
business of such a recognized stock exchange.
Answer
a) Applicable section 13A
b) Applicable Section 12
Conclusion: central government has the power to suspend the business of such recognized stock
exchange.
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