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ANSWER -1
ANSWER -A

Person to be called as a holder: As per section 8 of the Negotiable Instruments Act, 1881

‘holder’ of a Negotiable Instrument means any person entitled in his own name to the

possession of it and to receive or recover the amount due thereon from the parties thereto.
(1 mark)

On applying the above provision in the given cases—
(i) Yes, X can be termed as a holder because he has a right to possession and to
receive the amount due in his own name.

(ii) No, he is not a ‘holder’ because to be called as a ‘holder’ he must be entitled
not only to the possession of the instrument but also to receive the amount
mentioned therein.

(iii) No, M is not a holder of the Instrument though he is in possession of the
cheque, so is not entitled to the possession of it in his own name.

(iv) No, B is not a holder. While the agent may receive payment of the amount
mentioned in the cheque, yet he cannot be called the holder thereof because he
has no right to sue on the instrument in his own name.

(v) No, Bis not a holder because he is in wrongful possession of the instrument.

(5*%1 = 5 marks)
ANSWER -B

(1) According to section 5 of the General Clauses Act, 1897, where any Central Act has not
specifically mentioned a particular date to come into force, it shall be implemented on the
day on which it receives the assent of the President in case of an Act of Parliament.

(2) If any specific date of enforcement is prescribed in the Official Gazette, the Act shall come
into enforcement from such date.

Thus, in the given question, the SEBI (Issue of Capital and Disclosure Requirements) (Fifth

Amendment) Regulations, 2015 shall come into enforcement on 15t January, 2016 rather than
the date of its notification in the gazette.

(2*2 = 4 marks)
ANSWER -2
ANSWER -A
The rules regarding interpretation of deeds and documents are as follows :

First and the foremost point that has to be borne in mind is that one has to find out what
reasonable man, who has taken care to inform himself of the surrounding circumstances of a
deed or a document, and of its scope and intendments, would understand by the words used
in that deed or document.

It is inexpedient to construe the terms of one deed by reference to the terms of another.
Further, it is well established that the same word cannot have two different meanings in the
same documents, unless the context compels the adoption of such a rule.
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The Golden Rule is to ascertain the intention of the parties of the instrument after considering
all the words in the documents/deed concerned in their ordinary, natural sense. For this
purpose, the relevant portions of the document have to be considered as a whole. The
circumstances in which the particular words have been used have also to be taken into
account. Very often, the status and training of the parties using the words have also to be
taken into account as the same words maybe used by a ordinary person in one sense and by a
trained person or a specialist in quite another sense and a special sense. It has also to be
considered that very many words are used in more than one sense. It may happen that the
same word understood in one sense will give effect to all the clauses in the deed while taken
in another sense might render one or more of the clauses ineffective. In such a case the word
should be understood in the former and not in the latter sense.

It may also happen that there is a conflict between two or more clauses of the same
documents. An effect must be made to resolve the conflict by interpreting the clauses so
that all the clauses are given effect. If, however it is not possible to give effect of all of them,
then it is the earlier clause that will override the latter one.

(6 marks)

ANSWER -B

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

(i) Properly addressing

(ii) Pre-paying, and

(iii) Posting by registered post.
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.

(3 marks)

The facts of the question are similar to a decided case law, wherein it was held that where a
notice is sent to the landlord by registered post and the same is returned by the tenant with
an endorsement of refusal, it will be presumed that the notice has been served. Thus, in the
given question it can be deemed that the notice was rightfully served on Mr. Vyas.

(1 mark)
ANSWER -3

ANSWER -A

According to section 9 of the Negotiable Instruments Act, 1881 ‘holder in due course’
means any person who for consideration becomes the possessor of a promissory note, bill of
exchange or cheque if payable to bearer or the payee or endorsee thereof, if payable to
order, before the amount in it became payable and without having sufficient cause to
believe that any defect existed in the title of the person from whom he derived his title.

As ‘A’ in this case prima facie became a possessor of the bill for value and in good faith before
the bill became payable, he can be considered as a holder in due course.

But where a signature on the negotiable instrument is forged, it becomes a nullity. The
holder of a forged instrument cannot enforce payment thereon. In the event of the holder
being able to obtain payment in spite of forgery, he cannot retain the money. The true owner
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may sue on tort the person who had received. This principle is universal in character, by
reason where of even a holder in due course is not exempt from it. A holder in due course is
protected when there is defect in the title. But he derives no title when there is entire
absence of title as in the case of forgery. Hence ‘A’ cannot receive the amount on the bill.

(4 marks)
ANSWER -B

Section 203(3) of the Companies Act, 2013 provides that whole time key managerial
personnel shall not hold office in more than one company except in its subsidiary company
at the same time. With respect to the issue that whether a whole time KMP of holding
company be appointed in more than one subsidiary companies or can be appointed in only
one subsidiary company.

It can be noted that Section 13 of General Clauses Act, 1897 provides that the word ‘singular’
shall include the ‘plural’ unless there is anything repugnant to the subject or the context. Thus,
a whole time Key managerial personnel may hold office in more than one subsidiary company
as per the present law.

(3 marks)
ANSWER -C

Practically speaking, the distinction between a provision which is ‘mandatory’ and one which
is ‘directory’ is that when it is mandatory, it must be strictly observed; when it is ‘directory’ it
would be sufficient that it is substantially complied with. However, we have to look into the
substance and not merely the form; an enactment in mandatory form might substantially be
directory and, conversely, a statute in directory form may in substance be mandatory.
Hence, it is the substance that counts and must take precedence over mere form. If a
provision gives a power coupled with a duty, it is mandatory; whether it is or is not so would
depend on such consideration as:

(i) the nature of the thing empowered to be done,
(ii) the object for which it is done, and

(iii) the person for whose benefit the power is to be exercised.

(3 marks)
ANSWER -4

ANSWER -A

“Immovable Property” [Section 3(26) of the General Clauses Act, 1897]: ‘Immovable Property’
shall

include:

(i) Land,

(i) Benefits to arise out of land, and

(iii) Things attached to the earth, or

(iv) Permanently fastened to anything attached to the earth.

It is an inclusive definition. It contains four elements: land, benefits to arise out of land, things
attached to the earth and things permanently fastened to anything attached to the earth.
Where, in any enactment, the definition of immovable property is in the negative and not
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exhaustive, the definition as given in the General Clauses Act will apply to the expression
given in that enactment.

(3 marks)

In the instant case, X sold Land along with timber (obtained after cutting trees) of fifty
tamarind trees of his land. According to the above definition, Land is immovable property;
however, timber cannot be immovable property since the same are not attached to the earth.

(1 mark)
ANSWER -B

Proviso: The normal function of a proviso is to except something out of the enactment or to
qualify something stated in the enactment which would be within its purview if the proviso
were not there. The effect of the proviso is to qualify the preceding enactment which is
expressed in terms which are too general. As a general rule, a proviso is added to an
enactment to qualify or create an exception to what is in the enactment. Ordinarily a proviso
is not interpreted as stating a general rule.

It is a cardinal rule of interpretation that a proviso to a particular provision of a statute only
embraces the field which is covered by the main provision. It carves out an exception to the

main provision to which it has been enacted as a proviso and to no other. (Ram Narain Sons
Ltd. vs. Assistant Commissioner of Sales Tax, AIR 1955 SC 765).

(3 marks)

ANSWER -C

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
accommodation to P for Rs. 3,000.

(3 marks)
ANSWER -5
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