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ANSWER-1

ANSWER-A

Section 109 of the Companies Act, 2013 provides for the demand of poll before or on the
declaration of the result of the voting on any resolution on show of hands. Accordingly
law says that:-

Order of demand for poll by the chairman of meeting: Before or on the declaration of the
result of the voting on any resolution on show of hands, a poll may be ordered to be
taken by the Chairman of the meeting on his own motion, and shall be ordered to be
taken by him on a demand made in that behalf:-

In the case a company having a share capital, by the members present in person or by
proxy, where allowed, and having not less than one-tenth of the total voting power or
holding shares on which an aggregate sum of not less than five lakh rupees or such
higher amount as may be prescribed has been paid-up; and

in the case of any other company, by any member or members present in person or by
proxy, where allowed, and having not less than one tenth of the total voting power.

Withdrawal of the demand: The demand for a poll may be withdrawn at any time by the
persons who made the demand.

Hence, on the basis on the above provisions of the Companies Act, 2013:

The chairman cannot reject the demand for poll as poll can be demanded by the
members present in person or by proxy. subject to provision in the articles of company.

The chairman cannot reject the request of the members for withdrawing the demand of
the Poll.

ANSWER-B

Change in the name of company : In the first instance, Mars Textile India Ltd., should
ascertain from the Registrar of Companies whether the proposed name viz. National
Textiles and Industries Ltd. is available or not. For this purpose, the company should file the
prescribed Form No.INC.24 with the Registrar along with the necessary fees. The Registrar
after examination will inform whether the new name is available or not for registration.

In case the name is available, the company has to pass a special resolution approving the
change of name to National Textiles and Industries Ltd.

Thereafter the approval of the Central Government should be obtained as provided in
Section 13(2)of the Companies Act, 2013. The power of Central Government in this regard
has been delegated to the Registrar of Companies. Thus, the company has to file an
application along with the prescribed filing fee for change of name. The change of name
shall be complete and effective only on the issue of a fresh certificate of incorporation by
the Registrar. The Registrar shall enter the new name in the Register in place of the former
namel3(3). The change of name shall not affect any rights or obligations of the company
and it shall not render defective any legal proceedings by or against it.
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ANSWER-C

Under section 2 (70) of the Companies Act, 2013, “prospectus” means any document
described or issued as a prospectus and includes a red herring prospectus referred to in
section 32 or shelf prospectus referred to in section 31 or any notice, circular,
advertisement or other document inviting offers from the public for the subscription or
purchase of any securities of a body corporate.

A prospectus is a document inviting offers from the public. The prospectus and any
statement therein has no legal binding either on the company or its directors, promoters or
experts to a person who has not purchased securities in response toit.

Since X purchased shares through the stock exchange open market which cannot be said to
have bought shares on the basis of prospectus. X cannot bring action for deceit against the
directors. X will not succeed. It was held in the case of Peek Vs. Gurney that the above-
mentioned remedy by way of damage will not be available to a person if he has not
purchased the shares on the basis of prospectus.

ANSWER-D

(1) According to Section 134 of the Indian Contract Act, 1872, the surety is discharged
by any contract between the creditor and the principal debtor, by which the principal
debtor is released or by any act or omission of the creditor, the legal consequence of
which is the discharge of the principal debtor.

In the given case, B does not supply the necessary material as per the agreement. Hence, C
is discharged from his liability.

(if) According to Section 136 of the Indian Contract Act, 1872, where a contract to give
time to the principal debtor is made by the creditor with a third person and not with the
principal debtor, the surety is not discharged.

In the given question the contract to give time to the principal debtor is made by the
creditor with X who is a third person. X is not the principal debtor. Hence, A is not
discharged.

ANSWER-2

ANSWER-A

Alteration in Articles of Association: Section 14 of the Companies Act, 2013, vests
companies with power to alter or add to its articles. The law with respect to alteration of
articles is as follows:

Alteration by special resolution: Subject to the provisions of this Act and the conditions
contained in its memorandum, if any, a company may, by a special resolution alter its
articles.

Filing of alteration with the registrar: Every alteration of the articles and a copy of the
order of the Tribunal approving the alteration, shall be filed with the Registrar, together
with a printed copy of the altered articles, within a period of fifteen days in such manner
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as may be prescribed, who shall register the same.

(3) Any alteration made shall be valid: Any alteration of the articles registered as above
shall, subject to the provisions of this Act, be valid as if it were originally contained in the
articles.

(4) Alteration noted in every copy: Every alteration made in articles of a company shall be
noted in every copy of articles ,as the case may be. If a company makes any default in
complying with the stated provisions, the company and every officer who is in default shall
be liable to a penalty of one thousand rupees for every copy of the articles issued without
such alteration. [Section 15]

ANSWER-B

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

However, a forged transfer is a nullity. It does not give the transferee (Y) any title to the
shares. Similarly any transfer made by Y (to Z) will also not give a good title to the shares as
the title of the buyer is only as good as that of the seller.

Therefore, if the company acts on a forged transfer and removes the name of the real owner
(X) from the Register of Members, then the company is bound to restore the name of X as
the holder of the shares and to pay him any dividends which he ought to have received .

In the above case, ‘therefore, X has the right against the company to get the shares recorded
in his name. However, neither Y nor Z’' have any rights against the company even though
they are bona fide purchasers.

However, since X seems to be the perpetrator of the forgery, he will be liable both criminally
and for compensation to Y and Z.

ANSWER-C

“Eligible company” means a public company as referred to in sub-section (1) of section 76,
having a net worth of not less than one hundred crore rupees or a turnover of not less than
five hundred crore rupees and which has obtained the prior consent of the company in
general meeting by means of a special resolution and also filed the said resolution with the
Registrar of Companies before making any invitation to the Public for acceptance of deposits

However, an eligible company, which is accepting deposits within the limits specified under
clause (c) of sub-section (1) of section 180, may accept deposits by means of an ordinary
resolution.

An eligible company shall accept or renew any deposit from its members, if the amount of
such deposit together with the amount of deposits outstanding as on the date of acceptance
or renewal of such deposits from members exceeds ten per cent. of the aggregate of the
Paid-up share capital, free Reserves and securities premium account of the company.
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ABC Limited is having a net worth of 120 crore rupees. Hence, it can fall in the category of
eligible company.

Thus, ABC has to ensure that acceptance deposits from members should not exceed 10% of
the aggregate of the Paid-up share capital, free Reserves and securities premium account of
the company.

ANSWER-D

‘Read the Statute as a Whole’: It is the elementary principle that construction of a statute
is to be made of all its parts taken together and not of one part only. The deed/ statute
must be read as a whole in order to ascertain the true meaning of its several clauses, and
the words of each clause should be so interpreted as to bring them into harmony with
other provisions — if that interpretation does no violence to the meaning of which they are
naturally susceptible. And the same approach would apply with equal force with regard to
Acts and Rules passed by the legislature.

One of the safest guides to the construction of sweeping general words is to examine other
words of like import in the same enactment or instrument to see what limitations must be
imposed on them. If we find that a number of such expressions have to be subjected to
limitations and qualifications and that such limitations and qualifications are of the same
nature, that circumstance forms a strong argument for subjecting the expression in dispute
to a similar limitation and qualification.

ANSWER-3

ANSWER-A

(1) Preparation of revised financial statement or revised report on the approval of
Tribunal: If it appears to the directors of a company that—

the financial statement of the company; or
the report of the Board,

do not comply with the provisions of section 129 or section 134, they may prepare revised
financial statement or a revised report in respect of any of the three preceding financial
years after obtaining approval of the Tribunal on an application made by the company in
such form and manner as may be prescribed and a copy of the order passed by the Tribunal
shall be filed with the Registrar:

Tribunal to serve the notice: Provided that the Tribunal shall give notice to the Central
Government and the Income tax authorities and shall take into consideration the
representations, if any, made by that Government or the authorities before passing any
order under this section:

Number of times of revision and recast: Provided further that such revised financial
statement or report shall not be prepared or filed more than once in a financial year:

Reason for revision to be disclosed: Provided also that the detailed reasons for revision of
such financial statement or report shall also be disclosed in the Board's report in the relevant
financial year in which such revision is being made.
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Limits of revisions: Where copies of the previous financial statement or report have been
sent out to members or delivered to the Registrar or laid before the company in general
meeting, the revisions must be confined to—

the correction in respect of which the previous financial statement or report do not comply
with the provisions of section 129 or section 134; and

the making of any necessary consequential alternation.

Framing of rules by the Central Government in relation to revised financial statement or
director's report: The Central Government may make rules as to the application of the
provisions of this Act in relation to revised financial statement or a revised director's report
and such rules may, in particular—

make different provisions according to which the previous financial statement or report
are replaced or are supplemented by a document indicating the corrections to be made;

make provisions with respect to the functions of the company's auditor in relation to the
revised financial statement or report;

require the directors to take such steps as may be prescribed.

ANSWER-B

As per Section 141(3)(d)(i) of the Companies Act, 2013, a person who, or his relative or
partner is holding any security of or interest in the company or its subsidiary, or of its
holding or associate company or a subsidiary of such holding company, shall not be
appointed as an auditor of the company.

However, Rule 10 of the Companies (Audit and Auditors) Rules, 2014, states that a relative of
an auditor may hold securities in the company of face value not exceeding rupees one lakh.

In the given case Mrs. Sita, wife of CA. Arjun acquired shares in Stellar Builders Limited, in

which he was a statutory auditor on 15t March, 2018. Since, the securities held by Mrs.
Sita is within the prescribed limit of Rs. 1 lakh, such a transaction is valid.

Yes, the answer will be different in case where the face value of acquired shares is Rs.
1,50,000. Then in that case:

Corrective action to maintain the limit specified (i.e., 1 lac) shall be taken by the auditor
within 60 days of such acquisition, or

Auditor has to vacate his office.

ANSWER-C

As per the provisions of Section 27 of the General Clauses Act, 1897, where any legislation or
regulation requires any document to be served by post, then unless a different intention
appears, the service shall be deemed to be effected by:

properly addressing,
pre-paying, and
posting by registered post.

A letter containing the document to have been effected at the time at which the letter would
be delivered in the ordinary course of post.
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Therefore, in view of the above provision, since, the statutory rules itself provides about the
service of notice that a notice when required under said statutory rules to be sent by
‘registered post acknowledgement due’, then, if notice was sent by ‘registered post’ only it
will not be the compliance of said rules. However, if such provision was not provided by such
statutory rules, then service of notice if by registered post only shall be deemed to be
effected.

Furthermore, in similar case of In United Commercial Bank v. Bhim Sain Makhija, AIR 1994
Del 181 : A notice when required under the statutory rules to be sent by ‘registered post
acknowledgement due’ is instead sent by ‘registered post’ only, the protection of
presumption regarding serving of notice under ‘registered post’ under this section of the Act
neither tenable not based upon sound exposition of law.

ANSWER-4
ANSWER-A

As per Section 44 of the Negotiable Instruments Act, 1881, when the consideration for which
a person signed a promissory note, bill of exchange or cheque consisted of money, and was
originally absent in part or has subsequently failed in part, the sum which a holder standing
in immediate relation with such signer is entitled to receive from him is proportionally
reduced.

Explanation—The drawer of a bill of exchange stands in immediate relation with the
acceptor. The maker of a promissory note, bill of exchange or cheque stands in immediate
relation with the payee, and the endorser with his endorsee. Other signers may by
agreement stand in immediate relation with a holder.

On the basis of above provision, P would succeed to recover Rs. 7,000 only from Q and not
the whole amount of the bill because it was accepted for value as to Rs. 7,000 only and an
accommaodation to P for Rs. 3,000.

ANSWER-B

Section 140 of the Companies Act, 2013 prescribes certain procedure forremoval of auditors.
Under section 140 (1) the auditor appointed under section 139 may be removed from his
office before the expiry of his term only by a special resolution of the company, after
obtaining the previous approval of the Central Government in that behalf in the prescribed
manner. From this sub section it is clear that the approval of the Central Government shall
be taken first and thereafter thespecial resolution of the company should be passed.
Provided that before taking any action under this sub-section, the auditor concerned shall be
given a reasonable opportunity of being heard.

Therefore, in terms of section 140 (1) of the Companies Act, 2013 read with rule 7 of the
Companies (Audit & Auditors) Rules, 2014 the following steps should be taken for the
removal of an auditor before the completion of his term :

The application to the Central Government for removal of auditor shall made in Form ADT-2
and shall be accompanied with fees as provided for this purpose under the Companies
(Registration Offices and Fees) Rules, 2014

. The application shall be made to the Central Government within thirty days of the resolution
passed by the Board.
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c. The company shall hold the general meeting within sixty days of receipt of approval of the
Central Government for passing the special resolution.

ANSWER-C

Section 127 of the Companies Act, 2013 lays down the penalty for non - payment of dividend
within the prescribed time period. Under section 127 where a dividend has been declared by
a company but has not been paid or the warrant in respect thereof has not been posted
within 30days from the date of declaration to any shareholder entitled to the payment of the
dividend:

every director of the company shall, if he is knowingly a party to the default, be punishable
with imprisonment which may extend to two years and with fine which shall not be less than
one thousand rupees for every day during which such default continues; and

the company shall be liable to pay simple interest at the rate of eighteen per cent. per annum
during the period for which such default continues.

Therefore, in the given case Mr Rajan will not succeed in his claim for 20% interest as the
limit under section 127 is 18% per annum.

ANSWER-D

Quorum: In this case the quorum for holding a general meeting is 7 members to be
personally present. For the purpose of quorum, only those members are counted who are
entitled to vote on resolution proposed to be passed in the meeting.

Again, only members present in person and not by proxy are to be counted. Hence, proxies

whether they are members or not will have to be excluded for the purposes of quorum.

If a company is a member of another company, it may authorize a person by resolution to act
as its representative at a meeting of the latter company, then such a person shall be deemed
to be a member present in person and counted for the purpose of quorum Where two or
more companies which are members of another company, appoint a single person as
their representative then each such company will be counted as quorum at a meeting of the
latter company.

Further the President of India or Governor of a State, if he is a member of a company, may
appoint such a person as he thinks fit, to act as his representative at any meeting of the
company. A person so appointed shall be deemed to be a member of such a company and
thus considered as member personally present.

In view of the above there are only three members personally present.

‘A’ will be included for the purpose of quorum. B & C have to be excluded for the purpose
of quorum because they represent the preference shares and since the agenda being the
appointment of Managing Director, their rights cannot be said to be directly affected and
therefore, they shall not have voting rights. D will have two votes for the purpose of
quorum as he represents two companies ‘ Y Ltd.” and ‘Z Ltd.” E, F, G and H are not to be
included as they are not members but representing as proxies for the members.

Thus, it can be said that the requirements of quorum has not been met and it shall not
constitute a valid quorum for the meeting.
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ANSWER-5
ANSWER-A

Shelf prospectus means a prospectus in respect of which the securities or class of securities
included therein are issued for subscription in one or more issues over a certain period
without the issue of a further prospectus

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

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

in respect of a second or subsequent offer of such securities issued during the period of
validity of that prospectus, no further prospectus is required.

The other formalities related to such repeated/subsequent issue of shares- A company
filing a shelf prospectus shall be required to file an information memorandum containing
all material facts relating to new charges created, changes in the financial position of the
company as have occurred between the first or previous offer of securities and the
succeeding offer of securities and such other changes as may be prescribed, with the
Registrar within the prescribed time, prior to the issue of a second or subsequent offer of
securities under the shelf prospectus.

Thus, Prakhar Ltd. can follow the above provisions and can issue a shelf prospectus.

ANSWER-B

Issue of Further Shares: Section 62 (1) (a) of the Companies Act, 2013 provides that if, at
any time, a company having a share capital proposes to increase its subscribed capital by
the issue of further shares, such shares should be offered to the existing equity
shareholders of the company as at the date of the offer, in proportion to the capital paid up
on those shares.

However, certain exceptions have been provided in the Companies Act, 2013 when such
further shares of a company may-be offered to other persons as well. These are as under-

Under section 62 (1) (b) issue of further shares may be offered to employees under a
scheme of employees’ stock option subject to a special resolution passed by the company
and subject to such conditions as may be prescribed.

Under section 62 (1) (c) such shares may be offered to any persons, if it is authorised by a
special resolution, either for cash or for a consideration other than cash, if the price of
such shares is determined by the valuation report of a registered valuer,

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

(c) if any equity shareholder to whom the shares are offered in terms of section 62 (1)
(a) as described above, declines such offer, the Board of Directors may dispose
of the shares in such manner as is not disadvantageous to the shareholders
or to the company.
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Preference Shareholders: From the wordings of Section 62 (1) (c), it is quite clear that
these shares can be issued to any persons who may be preference shareholders as well
provided such issue is authorized by a special resolution of the company and are issued on
such conditions as may be prescribed.

ANSWER-C

Verification of instrument evidencing creation or modification of Charge : A copy of every
instrument evidencing any creation or modification of charge and required to be filed with
the Registrar in pursuance of section 77, 78 or 79 shall be verified as follows-

where the instrument or deed relates solely to the property situated outside India, the copy
shall be verified by a certificate issued either under the seal, if any, of the company, or under
the hand of any director or company secretary of the company or an authorised officer of the
charge holder or under the hand of some person other than the company who is interested
in the mortgage or charge;

where the instrument or deed relates, whether wholly or partly, to the property situated in
India, the copy shall be verified by a certificate issued under the hand of any director or
company secretary of the company or an authorised officer of the charge holder.

ANSWER-D

Protest: According to section 100 of the Negotiable Instruments Act,1881, when a
promissory note or bill of exchange has been dishonored by non-acceptance or non-
payment, the holder may, within a reasonable time, cause such dishonor to be noted and
certified by a notary public. Such certificate is called a protest.

Protest for better security: When the acceptor of a bill of exchange has become insolvent,
or his credit has been publicly impeached, before the maturity of the bill, the holder may,
within a reasonable time, cause a notary public to demand better security of the acceptor,
and on its being refused may, with a reasonable time, cause such facts to be noted and
certified as aforesaid. Such certificate is called a protest for better security.

Thus, Mr. Sandip can get the certificate of protest by following the above provisions.

ANSWER-6
ANSWER-A

According to section 48 of the Companies Act, 2013-

Variation in rights of shareholders with consent: Where a share capital of the company is
divided into different classes of shares, the rights attached to the shares of any class may
be varied with the consent in writing of the holders of not less than three-fourths of the
issued shares of that class or by means of a special resolution passed at a separate meeting
of the holders of the issued shares of that class,—

if provision with respect to such variation is contained in the memorandum or articles of
the company; or

in the absence of any such provision in the memorandum or articles, if such variation is not
prohibited by the terms of issue of the shares of that class:
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Provided that if variation by one class of shareholders affects the rights of any other class of
shareholders, the consent of three-fourths of such other class of shareholders shall also be
obtained and the provisions of this section shall apply to such variation.

No consent for variation: Where the holders of not less than ten per cent of the issued
shares of a class did not consent to such variation or vote in favour of the special resolution
for the variation, they may apply to the Tribunal to have the variation cancelled, and where
any such application is made, the variation shall not have effect unless and until it is
confirmed by the Tribunal:

Provided that an application under this section shall be made within twenty-one days after
the date on which the consent was given or the resolution was passed, as the case may be,
and may be made on behalf of the shareholders entitled to make the application by such
one or more of their number as they may appoint in writing for the purpose.

ANSWER-B

A Proxy is an instrument in writing executed by a shareholder authorizing another person to
attend a meeting and to vote thereat on his behalf and in his absence. As per the provisions
of Section 105 of the Companies Act, 2013, every shareholder who is entitled to attend and
vote has a statutory right to appoint another person as his proxy. It is not necessary that the
proxy be a member of the company. Further, any provision in the articles of association of the
company requiring instrument of proxy to be lodged with the company more than 48 hours
before a meeting shall have effect as if 48 hours had been specified therein. The members
have a right to revoke the proxy’s authority by voting himself before the proxy has voted but
once the proxy has voted the member cannot retract his authority.

Where two proxy instruments by the same shareholder are lodged in respect of the
same votes before the expiry of the time for lodging, there the proxies, the second in
time will be counted and where one is lodged before and the other after the expiry of the
date fixed for lodging proxies, the former will be counted. Thus, in case of Member X, the
proxy Z (and not Proxy Y) will be permitted to vote on his behalf. However, in the case of
Member W, the proxy M (and not Proxy N) will be permitted to vote as the proxy
authorizing N to vote was deposited in less than 48 hours before the meeting.

ANSWER-C

The problem in this case, is based on the provisions of the Indian Contract Act, 1872 as
contained in Section 215 read with Section 216. The two sections provide that where an
agent without the knowledge of the principal, deals in the business of agency on his own
account, the principal may :

(1) repudiate the transaction, if the case shows, either that the agent has dishonestly concealed
any material fact from him, or that the dealings of the agent have been disadvantageous to
him.

(2) claim from the agent any benefit, which may have resulted to him from the
transaction.

Therefore, based on the above provisions, Mr. Ahuja is entitled to recover Rs. 6 lakhs

from Mr. Singh being the amount of profit earned by Mr. Singh out of the transaction.
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ANSWER-D

“Small company” means a company, other than a public company,—

paid-up share capital of which does not exceed fifty lakh rupees or such higher
amount as may be prescribed which shall not be more than five crore rupees;
and

turnover of which as per its last profit and loss account does not exceed two
crore rupees or such higher amount as may be prescribed which shall not be
more than twenty crore rupees:

Provided that nothing in this clause shall apply to—

a holding company or a subsidiary company;
a company registered under section 8; or
a company or body corporate governed by any special Act;

“Net worth” means the aggregate value of the paid-up share capital and all reserves created
out of the profits and securities premium account, after deducting the aggregate value of
the accumulated losses, deferred expenditure and miscellaneous expenditure not written
off, as per the audited balance sheet,

but does not include reserves created out of revaluation of assets, write-back of depreciation
and amalgamation;
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