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Answer 1: (1 mark x 30 = 30 marks) 
1) D 
2) A 
3) True 
4) 21, 70 years. 
5) C 
6) False 
7) F 
8) B 
9) B 
10) False. 
11) A 
12) True 
13) B 
14) B 
15) B 
16) D 
17) False 
18) B 
19) B 
20) B 
21) 30 days 
22) True 
23) A 
24) 9/10 
25) True 
26) Oridinary. 
27) True 
28) Six 
29) C 
30) B 

 
 
Answer 2: 
(A) 

As per Section 149(10) of the Companies Act 2013, an Independent Director shall hold office for a 
term up to five consecutive years on the Board of a company. He shall be eligible for re – 
appointment on passing of a special resolution by the company and disclosure of such appointment 
in the Board’s report. As per section 149(11) no independent director shall hold office for more 
than two consecutive terms. However, such independent director shall be eligible for appointment 
after the expiration of three years of ceasing to be an independent director.  (2 marks) 

 
The Ministry of Corporate Affairs in its General Circular 14/2014 dated June 09, 2014 clarified that 
section 149(10) of the Act provides for a term of “up to five consecutive years” for an independent 
director. As such while appointment of an independent director for a term of less than five years 
would be permissible, appointment of any term (whether for five years or less) is to be treated as 
one term under section 149 (10) of the Act. Further under section 149(11) of the Act, no person hold 
office of independent director for more than ‘two consecutive terms’. Such a person shall have to 
demit office after the consecutive terms even if the total number years of his appointment in such 
two consecutive terms is less than 10 years.      (2 marks) 
 

 Therefore Mr. Robert cannot be appointed as an Independent Director at the AGM proposed to be 
held in 2018. In such case the person completing ‘consecutive terms of less than 10 years’ shall be 
eligible for appointment only after the expiry of the requisite cooling – off period of three years. 

  (1 mark) 
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(B) 

              Delisting of Securities [Section 21A of the Securities Contract (Regulation)  Act, 1956] 

A Recognised Stock Exchange may delist the securities, after recording the reasons therefore 
from any Recognised Stock Exchange on any of the ground or grounds as may be prescribed 
under this Act. The Securities of a Company shall not be delisted unless the Company 
concerned has been given a reasonable opportunity of being heard.  A listed company or an 
aggrieved investor may file an appeal before the Securities Appellate Tribunal against the 
decision of the Recognised Stock Exchange within fifteen days from the date of the decision of 
the recognised stock exchange delisting the securities.                (1 mark) 
  

The alleged grounds have been detailed in Rule 21 of the Securities Contract (Regulation) Rules, 
1957 which are stated as follows: 

(i) the Company has incurred losses during the preceding 3 consecutive years and it  has negative 
net-worth; 

(ii) trading in securities of the Company has remained suspended for a period of more than 6 
months; 

(iii) the securities of the Company have remained infrequently traded during the  preceding 3 years; 

(iv) the Company or any of its promoters or any of its director has been convicted for failure to 
comply with any of the provisions of the Act or SEBI Act, 1992, or Depositories Act, 1996 or rules, 
regulations, agreements made thereunder, as the case may be and awarded a penalty of not less 
than one crore rupees or imprisonment of not less than 3 years; 

(v) the addresses of the Company or any of its promoter or any of its directors, are not known or 
false addresses have been furnished or the Company has changed its Registered Office in 
contravention of the provisions of Companies Act  1956 / 2013;  or 

(vi) shareholding of the Company held by the public has come below the minimum level applicable to 
the Company as per the listing agreement under the Act and the Company has failed to raise 
public holding to the required level within the time specified by the recognised stock exchange. 

 
 In the instant case, the decision of the Madras Stock Exchange to  delist  the securities of Herbal 

Products Limited is valid because the Company has incurred losses during the preceding three 
consecutive years and it has also negative net worth. (4 marks) 

 
Answer 3: 
(A) 

Section 6 of the Foreign Contribution (Regulation) Act, 2010 prescribes that no member of a 
Legislature shall while visiting any country accept, except with the prior permission of the Central 
Government for any foreign hospitality. Foreign Hospitality [as per section 2(m)]means any offer not 
being a purely casual one, made in cash or kind by a foreign source for providing a person with the 
costs of travel to any foreign country with free boarding lodging or medical treatment. Therefore, 
prior approval is required from Central Government for the medical expenses. Provided that it shall 
not be necessary to obtain any such permission for an emergent medical aid needed on account of 
sudden illness contracted during a visit outside India, but where such foreign hospitality has been 
received, the person receiving such hospitality shall give, within one month from the date of receipt 
of such hospitality an intimation to the Central Government as to the receipt of such hospitality, 
and the source from which and the manner in which such hospitality was received by him. 

 
As per Rule 7 of Foreign Contribution (Regulation) 2011, foreign hospitality may be received by 
member of Legislature in the following manner.  

 
In case of emergent medical aid needed on account of sudden illness during a visit abroad, the 
acceptance of foreign hospitality shall be required to be intimated to the Central Government within 
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sixty days of such receipt giving full details including the source, approximate value in Indian Rupees, 
and the purpose for which and the manner in which it was utilized. 
 

 Hence, Mr. Peter has to follow the above procedure. (6 marks) 
(B) 
 Failure to maintain proper books of accounts [Section 338(1) of the Companies Act, 2013] 

 Where a company is being wound up, if it is shown that proper books of account were not kept by 
the company throughout the period of two years immediately preceding the commencement of the 
winding up, 

 Every officer of the company who is in default shall, unless he shows that he acted honestly and that 
in the circumstances in which the business of the company was carried on, the default was 
excusable,  

 Be punishable with imprisonment for a term which shall be not less than one year but which may 
extend to three years and with fine which shall not be less than 1 lakh rupees but which may extend 
to three lakh rupees.         (3 marks) 

Conditions when it shall be deemed that proper books of account have not been kept [Section 
338(2) of the Act] : For the purposes of sub – Section (1), it shall be deemed that proper books of 
account have not been kept in the case of any company, - 

 Where the business of the company has involved dealings in goods, statements of the annual stock 
takings and, except in the case of goods sold by way of ordinary retail trade, of all goods sold and 
purchased, have not been kept. 
In the instant case, no proper statements of all goods sold and purchased by the company engaged 
in ordinary retail trade is kept. It shall be deemed that proper books of account have been kept as 
ordinary retail trade is an exception under sub – Section (2). Thus, opinion of CFO is correct. 
If the company is engaged in wholesale trade instead of ordinary retail trade, then it is deemed that 
proper statements of all goods sold and purchased by the company engaged in wholesale retail 
trade is not kept for more than 3 years period immediately prior to the date of winding up 
application. Hence, in this case, the CFO opinion will not hold good and will be punishable.    

(C) 
 (i)  According to section 173(3) of the Companies Act, 2013, a meeting of the board shall be called by 

giving not less than 7 days’ notice in writing to every director at his address registered with the 
company and such notice shall be sent by hand delivery or by post or by electronic means. 

 According to the question, two of the independent directors on the Board has objected on the 
grounds that no proper agenda for the meeting was circulated. 

 The Companies Act, 2013 does not specifically provide for sending agenda along with the notice of 
the meeting. However, generally as a good secretarial practice, the notice is accompanied with the 
agenda of the meeting. Thus, the contention of the independent directors objecting on the grounds 
that no agenda for the meeting was circulated, does not hold good. 

 Further, the Chairman of Greenhouse Limited has convened the Board meeting by serving a two 
weeks’ notice (i.e. more than 7 days). Hence, the meeting shall be valid.  (4 marks) 

 

(ii) According to section 173 of the Companies Act, 2013,  

(a) The directors can participate in a meeting of the Board either in person or through video 
conferencing or other audio visual means, as may be prescribed, which are capable of recording 
and recognizing the participation of the directors and of recording and storing the proceedings 
of such meetings along with date and time. Further, Central Government may provide for 
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matters which cannot be dealt in a meeting through video conferencing or other audio visual 
means. 

(b) A meeting of the Board shall be called by giving not less than 7 days’ notice in writing to every 
director at his address registered with the company. 

Provided that a meeting of the Board may be called at shorter notice to transact urgent business 
subject to the condition that at least one independent director, if any, shall be present at the 
meeting. Further, in case the independent directors are not present at such a meeting of the Board, 
decisions taken at such a meeting shall be circulated to all the directors and shall be final only on 
ratification thereof by at least one independent director, if any. 

Hence, Purple Florence Limited can hold a board meeting at a shorter notice through video 
conferencing, for transacting urgent business subject to the condition that at least one independent 
director, if any, shall be present at the meeting. Further, if the independent directors are absent 
from the meeting of the Board, decision taken at such a meeting shall be circulated to all the 
directors and shall be final only on ratification thereof by at least one independent director, if any. 

           (4 marks) 

Answer 4: 
(A) 

Section 4 of the Prevention of Money Laundering Act,  2002  provides  for  the  punishment for 
Money-Laundering. According to the Section, whoever commits the offence of money-laundering 
shall be punishable with rigorous imprisonment for a term which shall not be less than three 
years but which may extend to seven years and shall also be liable to fine. But where the 
proceeds of crime involved in money- laundering relate to any offence specified under paragraph 2 
of Part A  of  the  Schedule, the maximum punishment may extend to ten years instead of seven 
years. 

Since, counterfeiting of currency notes is a predicate offence, specified under paragraph 1 of 
Part A of the Schedule (and not under paragraph 2 of Part A of the Schedule), Mr. Honest can be 
punishable with rigorous imprisonment for a term which shall not be less than three years but 
which may extend to seven years and shall also be liable to fine. 

 
 Where the offence specified falls under Part A- Paragraph 2 of the Schedule of PMLA, maximum 

punishment may extend to 10 years. (4 marks) 
 
(B) 

As per section 230(6) of the Companies Act, 2013 where majority of persons at a meeting held 
representing 3/4th in value, voting in person or by proxy or by postal ballot, agree to any 
compromise or arrangement and if such compromise or arrangement is sanctioned by the Tribunal 
by an order. The majority of person representing 3/4th value shall be counted of the following : 
 the creditors, or 
 class of creditors or 
 members or 
 class of members, as the case may be, 
The majority is dual, in number and in value. A simple majority of those voting is sufficient. (2 marks) 
 
Whereas the ‘three – fourths’ requirement relates to value. The three – fourths value is to be 
computed with reference to paid – up capital held by members present and voting at the meeting. 
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In this case 300 members attended the meeting, but only 260 members voted at the meeting. As 
120 members voted in favour of the scheme the requirement relating to majority in number (i.e. 
131) is not satisfied. 

 
260 members who participated in the meeting held 9,00,000 shares, three – fourth of which works 
out to 6,75,000 while 120 members who voted for the scheme held 7,00,000 shares. The majority 
representing three – fourths in value is satisfied. 

 
 Thus, in the instant case, the scheme of compromise and arrangement of Evergreen Limited is not 

approved as though the value of shares voting in favour is significantly more, the number of 
members voting in favour do not exceed the number of members voting against.  (4 marks) 

 
 (C) 

A responsibility has been cast upon Key Managerial Personnel (KMP’S), Directors, and Promoters 
that they shall comply with responsibilities or obligations assigned to them under the SEBI (LODR) 
Regulations, 2015. 

The following are the common obligations on Listed entities:- 

1. Regulation 6: Compliance Officer And his Obligations 

A listed entity shall appoint a qualified Company Secretary as the Compliance Officer. The 
Compliance officer so appointed shall be responsible for ensuring conformity with regulatory 
compliance, co-ordination and reporting to the Board, ensuring that correct procedures have been 
followed that would result in correctness of information filed by listed entity under the regulations 
and monitoring email address of grievance redressal division. 

2. Regulation 7: Share Transfer Agent 
 
The listed entity shall appoint a share transfer agent or manage the share transfer facility in house. 
           (4 marks) 

 
(D) 

According to section 226 of the Companies Act, 2013, an investigation may be initiated 
notwithstanding, and no such investigation shall be stopped or suspended by reason only of, the fact 
that – 

(i) An application has been made under section 241; 
(ii) The company has passed a special resolution for voluntary winding up ; or 
(iii) Any other proceeding for the winding up of the company is pending before the Tribunal. 

 
In the instant case Origin Paper Ltd. has been incurring business losses for past couple of years. The 
company passed a special resolution for voluntary winding up. Meanwhile complaints were made to 
the Tribunal and to the Central Government about foul play of the directors of the company, which 
adversely affected the interests of shareholders of the company as well as the public. 

 
As the company has passed a special resolution for voluntary winding up of the company, then also 
the investigation may be initiated against the company under section 226 of the Companies Act, 
2013. 
 
Yes as per the above provision, though investigation was initiated against the company, it shall not 
bar members to file an application to Tribunal for Relief under section 241 of the companies Act, 
2013. 
 
According to the said section, any member of a company may apply to the Tribunal for an order on 
the complains that – 
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(i)  the affairs of the company have been or are being conducted in a manner prejudicial to public 
interest or in a manner prejudicial or oppressive to him or any other member or members or in a 
manner prejudicial to the interests of the company; or  

(ii) the material change taken place in the management or control of the company, whether by an 
alteration in the Board of Directors, or manager, or in the ownership of the company’s shares, or 
if it has no share capital, in its membership, or in any other manner whatsoever, and that by 
reason of such change, it is likely that the affairs of the company will be conducted in a manner 
prejudicial to its interests or its members or any class of members. 
 

The Central Government, if it is of the opinion that the affairs of the company are being conducted 
in a manner prejudicial to public interest, it may itself apply to the Tribunal for an order. 

 Where any members of a company are entitled to make an application, any one or more of them 
having obtained the consent in writing of the rest, may make the application on behalf and for the 
benefit of all of them. (6 marks) 

 
Answer 5: 
(A) 

Penalty for wrongful withholding of property : Section 452 of the Companies Act, 2013 provides for 
Penalty for wrongful withholding of property. According to the section : 

(1) If any officer or employee of a company - 

(a) Wrongfully obtains possession of any property, including cash of the company; or 

(b) having any such property including cash in his possession, wrongfully withholds it or 
knowingly applies it for the purposes other than those expressed or directed in the articles 
and authorized by this Act, he shall, on the complaint of the company or of any member or 
creditor or contributory thereof, be punishable with fine which shall not be less than 1 lakh 
rupees but which may extend to 5 lakh rupees. 

(2) The Court trying an offence may also order such officer or employee to deliver up or refund, within a 
time to be fixed by it, any such property or cash wrongfully obtained or wrongfully withheld or 
knowingly misapplied, the benefits that have been derived from such property or cash or in default, 
to undergo imprisonment for a term which may extend to 2 years. 

Hence, as per the provisions of the Companies Act, 2013 and not giving any emphasis on the terms 
of employment, the manager of the company can recover possession of the room and the cash 
wrongfully obtained and the benefits that have been derived from such property or cash.   (5 marks) 

 
(B) 

As per the requirements of a valid arbitration agreement, parties to the arbitration agreement 
must agree that the determination of their substantive rights by a neutral third person acting as 
the arbitral tribunal would be final and binding upon them. 

Since in the given case, the arbitration agreement formed by the XYZ Pvt. Ltd. contained a clause 
that any questions, claim right, matter, thing, whatsoever, in any way arising out o f or relating to  
the contract designs, drawings, specifications estimates, instructions, or orders, or those 
conditions or failure to execute the same whether arising during the progress of' the work, or 
after the completion, termination or abandonment thereof, the dispute shall, firstly, be referred 
to the Chief Engineer , Mr. Builder. He will have jurisdiction over the work specified in the 
contract. He shall within a period of ninety days from the date of dispute bought into notice, give 
written notice of his decision to the contractor. Chief Engineer's decision shall be final and 
binding on both the parties. 
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 Here Chief Engineer is not a neutral party and has a Control over the work specified in the contract, 
so this is not a valid arbitration agreement. (5 marks) 

 
(C) 

In terms of Sec.12 (4) of FCRA, 2010, the following restrictions/conditions have  been marked for 
the grant of registration and prior permission for acceptance of foreign contribution: 

The 'person' making an application for registration or grant of prior permission- 

i. is not fictitious or benami; 
ii. has not been prosecuted or convicted in activities aimed at conversion from one religious 

faith to another; 

iii. has not been prosecuted or convicted for creating communal tension / disharmony 
iv. has not been found guilty of diversion or mis-utilisation of its funds; 

v. is not engaged or likely to engage in propagation of sedition or violent methods to 
achieve its ends; 

vi. is not likely to use the foreign contribution for personal gains or divert it for undesirable  
purposes; 

vii. has not contravened any of the provisions of this Act; 
viii. has not been prohibited from accepting foreign contribution; 

ix. the person being an individual, neither been convicted nor any prosecution for any 
offence is pending against him. 

 the person being other than an individual, any of its directors or office bearers has neither been 
convicted nor any prosecution for any offence is pending against him. (5 marks) 

 
(D) 

Section 7(A) of the Securities (Contracts) Regulation Act, 1956 provides that a recognised stock 
exchange is empowered to amend rules to provide for all or any of the following matters: 

(a) Restriction of voting right to members only. 

(b) Regulation of voting rights by specifying that each member is entitled to one vote only 
irrespective of number of shares held. 

(c) Restriction on right of members to appoint proxy. 

Such incidental, consequential and supplementary matters as may be necessary to give effect to 
any of the matters specified in clauses (a), (b), and (c). 

 

As such Bombay Stock Exchange can restrict the appointment of Veer Ltd., as proxy, if rules of the 
exchange so provide. If it is not so provided, rules may be amended and after getting approval of 
the Central Government regarding amendment, it can restrict appointment of proxies. 

Bombay Stock Exchange can also restrict the voting rights of Param Ltd. if rules of  the exchange so 
provide. If it is not so provided, rules may be amended and after getting approval of Central 
Government regarding amendment, it can restrict the voting rights of Param Ltd. (5 marks) 

 
Question 6: 
(A) 

According to Section 417 (1) of the Companies Act, 2013, the Central Government may, after 
consultation with the Chief Justice of India, remove from office the President, Chairperson or any 
Member, who – 

 
(a) Has been adjudged an insolvent; or – 
(b) Has been convicted of an offence which, in the opinion of the Central Government, involves moral 

turpitude : or  
(c) Has become physically or mentally incapable of acting as such President, the Chairperson, or 

Member, or 
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(d) Has acquired such financial or other interest as is likely to affect prejudicially his functions as such 
President, the Chairperson or Member; or  

(e) Has so abused his position as to render his continuance in office prejudicial to the public interest : 
 

Provided that the President, the Chairperson or the Member shall not be removed on any of the grounds 
specified in clauses (b) to (e) without giving him a reasonable opportunity of being heard. 
 
As per the proviso stated above, in case of sub – clause (a), i.e. where there is a case of insolvency, there 
is no requirement of giving an opportunity of being heard by the member of the NCLAT. Hence, the 
action taken by the Central Government against PRTJ is valid.    (3 marks) 

 
Circumstances under which the Central Government can remove the President, the Chairperson etc. 
 
According to Section 417(2) of the Companies Act, 2013, the President, the Chairperson or the Member 
shall not be removed from his office except by an order made by the Central Government on the ground 
of proved misbehavior or incapacity after an inquiry made by a Judge of the Supreme Court nominated 
by the Chief Justice of India on a reference made to him by the Central Government in which such 
President, the Chairperson or Member had been informed of the charges against him and given a 
reasonable opportunity of being heard. 

 
In the instant case, it is advised that the decision of the Central Government to remove (without giving 
reasonable opportunity of being heard) Mr. PRTJ, member of NCLAT who was adjudged as an insolvent 
by a competent authority is appropriate as per the clause (a) of Section 417(1) of the Companies Act, 
2013. (3 marks) 

 
(B) 

To convert a Inter State Co-Operative Society into a producer company the provisions of Section 
581 J of the Companies Act, 1956 should be kept in mind and should be followed. These 
provisions provide that- 

 

1. Application to registrar: Any inter-state co-operative society having objects for multiplicity for 
states may make an application to the Registrar for registration as Producer Company. 

 

2. Formalities to be complied with: Such application shall be accompanied by— 

(a) a copy of the special resolution, of not less than two-third of total members of inter-
State Co-Operative society, for its incorporation as a producer company, 

(b) a statement showing— 

(1) names and addresses or the occupation of the directors and Chief Executive, if  
any; and 

(2) list of members, of such inter-State co-operative society; 

(c) a statement indicating that the inter-State co-operative society is engaged in any 
one or more of the objects specified in section 581 B; 

(d) a declaration by two or more directors of the inter-State co-operative society 
certifying that particulars given in clause(a) to (c) are correct. 

3. Naming of company: The word “Producer Company Limited” should form part of its name to 
show its identity.  

4. Time period for registration: On compliance with the requirements of the Act, the Registrar shall, 
within a period of thirty days of the receipt of application, certify under his hand that the inter-
State co-Operative society applying for registration is registered and thereby incorporated as a 
producer company. 
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5. Eligibility to file an application for such registration: A co-operative society formed by producers, 
by federation or union of co-operative societies of producers or co-operative of producers, 
registered under any law for the time being in force which has extended its objects outside the 
State, either directly or through a union or federation of co-operatives of  which it  is a 
constituent, as the case may be, and any federation or union of such co-operatives, which has so 
extended any of its objects or activities outside the State, shall be eligible to make an application 
as above to obtain registration as a producer company under this Part. 

6. Governing of this transformed company by the provisions of this Part of the Companies Act,   
2013: The Inter-State Co-operative Society upon its registration, under this section transformed 
into a producer company, and thereafter shall be governed by the provisions of this Part to the 
exclusion of the law by which it was governed, save in so far as anything done or omitted to be 
done before its registration as a producer company, and notwithstanding anything contained in 
any other law for the time being in force, no person shall have  any  claim against the co-
operative institution or the company by reason of such conversion or transformation. 

7.     Deletion of the previous registration: Upon registration as a producer company, the registrar of 
Companies who registers the company is required to intimate the Registrar with whom the 
erstwhile inter-State co-operative society was earlier registered for appropriate deletion of the 
society from its register. 

 In compliance with above provision Fresh Fruits Co-operative Society can be converted into 
producer company.         (8 marks) 

 
(C) 

(i) In terms of the definition of a foreign company under section 2(42) of the Companies Act, 
2013 a “foreign company” means any company or body corporate incorporated outside 
India which : 

   (a) Has a place of business in India whether by itself or through an agent, physically or through 
electronic mode ; and 

    (b) Conducts any business activity in India in any other manner. 
According to section 386 of the Companies Act, 2013, for the purposes of Chapter XXII of the 
Companies Act, 2013 (Companies incorporated outside India), “Place of business” includes a 
share transfer or registration office. 
 
From the above definition, the status of Hillways Ltd. will be that of a foreign company as it 
is incorporated outside India, has a place of business in India and it may be presumed that it 
carries on a business activity in India. 
 

             (ii) As per Section 2(42) read with the Companies (Registration of Foreign Companies) Rules, 
2014 of the Companies Act, 2013, any company or body corporate incorporated outside 
India which has a place of business in India whether by itself or through an agent, physically 
or through electronic mode ; and conducts any business activity in India in any other manner 
is a foreign company. 

  
Further the above said rules states the meaning of “electronic mode”. It means carrying out 
electronically based, whether main server is installed in India or not, including, but not 
limited to  - 
 

(a) business to business and business to consumer transactions, data interchange and other digital 
supply transactions; 



 

11 | P a g e  

(b) offering to accept deposits or inviting deposits or accepting deposits or subscriptions in 
securities in India or from citizens of India; 

(c) financial settlements, web based marketing, advisory and transactional services, data base 
services and products, supply chain management; 

(d) online services such as telemarketing, telecommuting, telemedicine, education and information 
research; and 

(e) all related data communication services whether conducted by e – mail, mobile devices, social 
media, cloud computing, document management, voice or data transmission or otherwise. 

Looking to the above description, it can be said that being involved in business activity 
through telemarketing, LMP Paper Ltd. will be treated as foreign company. 
 

(iii) The Companies Act, 2013 lays down the governing provisions for foreign companies in Chapter 
XXII which is comprised of sections 379 to 393. The penalties for non – filing or for contravention 
of any provision for this chapter including for non – filing of documents with the Registrar as 
required by section 380 and other sections in this chapter are laid down in section 392 of the Act 
which provides that if a foreign company contravenes the provisions of this Chapter, the foreign 
company shall be punishable with a fine which shall not be less than Rs. 1,00,000 but which may 
extend to Rs. 3,00,000 and in the case of a continuing offence, with an additional fine which may 
extend to Rs. 50,000 for every day after the first during which the contravention continues and 
every officer of the foreign company who is in default shall be punishable with imprisonment for 
a term which may extend to six months or with fine which shall not be less than Rs. 25,000 but 
which may extend to Rs. 5,00,000, or with both. (2 marks x 3 = 6 marks) 
   


