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ANSWER -1
ANSWER-A

According to section 13 of the Companies Act, 2013 a company, which has raised money from
public through prospectus and still has any unutilised amount out of the money so raised, shall
not change its objects for which it raised the money through prospectus unless a special
resolution is passed by the company and—

(i) the details in respect of such resolution shall also be published in the
newspapers (one in English and one in vernacular language) which is in
circulation at the place where the registered office of the company is situated
and shall also be placed on the website of the company, if any, indicating therein
the justification for such change;

(i) the dissenting shareholders shall be given an opportunity to exit by the
promoters and shareholders having control in accordance with SEBIregulations.

Company will have to file copy of special resolution with ROC and he will certify the registration
within a period of thirty days. Alteration will be effective only after this certificate by ROC.

(3 MARKS)

Looking at the above provision we can say that company can add the object of mobile app
development in its memorandum and divert public money into that business. But for that it will
have to comply with aboverequirements.

(1 MARK)

ANSWER -B

According to first proviso to section 137(1) of the Companies Act, 2013, where the financial
statements are not adopted at annual general meeting or adjourned annual general meeting,
such unadopted financial statements along with the required documents shall be filed with the
Registrar within thirty days of the date of annual general meeting and the Registrar shall
take them in his records as provisional till the financial statements are filed with him after
their adoption in the adjourned annual general meeting for that purpose.

According to second proviso to section 137(1) of the Companies Act, 2013, financial statements
adopted in the adjourned AGM shall be filed with the Registrar within thirty days of the date
of such adjourned AGM with such fees or such additional fees as may be prescribed.

In the instant case, the accounts of Sun Ltd. were adopted at the adjourned AGM held on 15th

October, 2018 and filing of financial statements with Registrar was done on 12 th November,
2018 i.e. within 30 days of the date of adjourned AGM.

(3 MARKS)

Hence, Sun Ltd. has not complied with the statutory requirement regarding filing of unadopted
accounts with the Registrar, but has certainly complied with the provisions by filing of adopted
accounts within the due date with the Registrar.

(1 MARK)
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ANSWER-C

As per the provisions of Section 133 of the Indian Contract Act, 1872, if the creditor makes any
variance (i.e. change in terms) without the consent of the surety, then surety is discharged as to
the transactions subsequent to the change.

In the instant case, Mr. Ganesh is liable as a surety for the loss suffered by ABC Constructions
company due to misappropriation of cash by Mr. Chintu during the first six months but not for
misappropriations committed after the reduction in salary.

Hence, Mr. Ganesh, will be liable as a surety for the act of Mr. Chintu before the change in
the terms of the contract i.e., during the first six months. Variation in the terms of the contract
(as to the reduction of salary) without consent of Mr. Ganesh, will discharge Mr. Ganesh
from all the liabilities towards the act of the Mr. Chintu after such variation.

(4 MARKS)
ANSWER-D

The situation asked in the question is based on the provisions related with the modes of
creation of agency relationship under the Indian Contract Act, 1872. Agency may be created
by a legal presumption; in a case of cohabitation by a married woman (i.e. wife i s considered
as an implied agent of her husband). If wife lives with her husband, there is a legal
presumption that a wife has authority to pledge her husband’s credit for necessaries. But
the legal presumption can be rebutted in the following cases:

(i) Where the goods purchased on credit are not necessaries.
(i) Where the wife is given sufficient money for purchasing necessaries.

(iii) Where the wife is forbidden from purchasing anything on credit or contracting
debts.

(iv) Where the trader has been expressly warned not to give credit to his wife.

If the wife lives apart for no fault on her part, wife has authority to pledge her husband’s credit
for necessaries. This legal presumption can be rebutted only in cases (iii) and (iv) above.

Applying the above conditions in the given case M/s Rainbow Silks will succeed. It can recover
the said amount from Naresh if sarees purchased by Aarthi are necessaries for her.

(4 MARKS)

ANSWER-E

According to 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 indorser with his indorsee. Other signers may by agreement stand in
immediate relation with a holder.

In the given question, Singh is a party in immediate relation with the drawer (Ram) of the
cheque and so he is entitled to recover only the exact amount due from Ram and not the
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amount entered in the cheque. However, the right of Chandra, who is a holder for value, is
not adversely affected and he can claim the full amount of the cheque from Singh.

(3 MARKS)

ANSWER -2
ANSWER-A

According to Section 96 of the Companies Act, 2013, every company shall be required to hold
its first annual general meeting within a period of 9 months from the closing of its first financial
year.

Also, if a company holds its first annual general meeting as aforesaid, it shall not be necessary
for the company to hold any annual general meeting in the year of its incorporation:

It also provide that the Registrar may, for any special reason, extend the time within which any
annual general meeting, other than the first annual general meeting, shall be held, by a
period not exceeding three months.

In the given case, taking the first financial year of Neemrana Infotech Ltd is for the period 15t

April 2017 to 315t March 2018, the first annual general meeting of the company should be
held on or before 31st December, 2018.

According to section 99, if any default is made in holding a meeting of the company in
accordance with section 96, the company and every officer of the company who is in default
shall be punishable with fine which may extend to one lakh rupees and in the case of a
continuing default, with a further fine which may extend to five thousand rupees for every day
during which such default continues.

(5 MARKS)

Even though the Registrar of Companies is empowered to grant extension of time for a period
not exceeding 3 months for holding the annual general meetings, such power does not apply in
the case of the first annual general meeting. Thus, the company and its directors will be liable
under section 99 of the Companies Act, 2013 for the default if the annual general meeting was

held after 315t December, 2018.

(1 MARK)
ANSWER -B

Cheque payable toorder
According to Section 85 of the Negotiable Instruments Act, 1881.

(1) Where a cheque payable to order purports to be indorsed by or on behalf of the
payee, the drawee is discharged by payment in due course.

(2) Where a cheque is originally expressed to be payable to bearer, the drawee is
discharged by payment in due course to the bearer thereof, notwithstanding any
indorsement whether in full or in blank appearing thereon, and notwithstanding
that any such indorsement purports to restrict or exclude further negotiation.

As per the given facts, cheque is drawn payable to “Mr. Vikas or order”. It was lost and Mr. Vikas
was not aware of the same. The person found the cheque and forged and endorsed it to Mr.
Pawan, who encashed the cheque from the drawee bank. After few days, Mr. Vikas intimated
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about the theft of the cheque, to the drawee bank, by which time, the drawee bank had
already made the payment.

(4 MARKS)

According to above stated section 85, the drawee banker is discharged when it has made a
payment against the cheque payable to order when it is purported to be endorsed by or on
behalf of the payee. Even though the signature of Mr. Vikas is forged, the banker is protected
and is discharged. The true owner, Mr. Vikas, cannot recover the money from the drawee
bank in this situation.

(2 MARKS)
ANSWER -C

Funds utilized for purchase of its own securities: Section 68 of the Companies Act, 2013 states
that a company may purchase its own securities out of:

(i) its free reserves; or

(ii) the securities premium account; or

(iii) the proceeds of the issue of any shares or other specified securities.
However, buy-back of any kind of shares or other specified securities cannot be made out
of the proceeds of an earlier issue of the same kind of shares or same kind of other specified

securities.

Prohibition for buy-back in certain circumstances [Section 70]

(1) The provision says that no company shall directly or indirectly purchase its own

shares or other specified securities-
(a) through any subsidiary company including its own subsidiary companies; or
(b) through any investment company or group of investment companies; or

(c) if a default is made by the company in repayment of deposits or interest
payment thereon, redemption of debentures or preference shares or
payment of dividend to any shareholder or repayment of any term loan or
interest payable thereon, to any financial institutions or banking company;
But where the default is remedied and a period of three years has lapsed
after such default ceased to subsist, then such buy-back is not prohibited.

No company shall directly or indirectly purchase its own shares or other specified
securities in case such company has not complied with provisions of Sections 92
(Annual Report), 123 (Declaration of dividend), 127 (Punishment for failure to
distribute dividends), and section 129 (Financial Statements).

(5 MARKS)
ANSWER -3

ANSWER-A

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

() Land,
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(i) Benefits to arise out of land, and
(i) 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
exhaustive, the definition as given in the General Clauses Act will apply to the expression given
in that enactment.

(4 MARKS)

In the instant case, Vyas 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.

(2 MARKS)

ANSWER -B

According to section 3A of the Companies Act, 2013, If at any time the number of members of
a company is reduced, in the case of a public company, below seven, in the case of a private
company, below two, and the company carries on business for more than six months while
the number of members is so reduced, every person who is a member of the company during
the time that it so carries on business after those six months and is cognisant of the fact that it
is carrying on business with less than seven members or two members, as the case may be,
shall be severally liable for the payment of the whole debts of the company contracted during
that time, and may be severally sued therefor.

Hence, in the given situation, the number of member in the said public company have fallen
below 7 [250-244=6] and these members have continued beyond the specified limit of 6
months, the reduced members of the company during the period of 1 month shall be severally
liable for the payment of the whole debts of the company contracted during that time, and may
be severally sued therefor.

(4 MARKS)

ANSWER-C

Preamble: The Preamble expresses the scope, object and purpose of the Act more
comprehensively. The Preamble of a Statute is a part of the enactment and can legitimately be
used as an internal aid for construing it. However, the Preamble does not over-ride the plain
provision of the Act. But if the wording of the statute gives rise to doubts as to its proper
construction, for example, where the words or phrase has more than one meaning and a doubt
arises as to which of the two meanings is intended in the Act, the Preamble can and ought to
be referred to in order to arrive at the proper construction.

In short, the Preamble to an Act discloses the primary intention of the legislature but can only
be brought in as an aid to construction if the language of the statute is not clear. However, it
cannot override the provisions of the enactment.

Example: Use of the word ‘may’ in section 5 of the Hindu Marriage Act, 1955 provides that “a
marriage may be solemnized between two Hindus  ” has been construed to be mandatory in
the sense that both parties to the marriage must be Hindus as defined in section 2 of the Act. It
was held that a marriage between a Christian male and a Hindu female solemnized.
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(3 MARKS)
ANSWER-D

(i) Negotiable instrument made, etc. without consideration: A negotiable
instrument—

» made, drawn, accepted, endorsed, or transferred without consideration, or
> for a consideration which fails,

creates no obligation of payment between the parties to the transaction.

But if any such party has transferred the instrument with or without endorsement to a
holder for a consideration, such holder, and every subsequent holder deriving title from him,
may recover the amount due on such instrument from the transferor for consideration or any
prior party thereto.

In the light of the above provisions, in the given instance the bill was drawn, accepted and
transferred without consideration by ‘M’ to ‘N’, and from ‘N’ to ‘O’ respectively. Therefore, no
obligation of payment is created between the parties. So ‘O’ has no right to action against ‘M’
and ‘N’.

(2 MARKS)

(ii)) Payment of instrument on which alteration is not apparent: A bill of exchange was made
without mentioning any time for payment. The holder added the words “on demand” on
the face of the instrument. As per the provision of Section 89 of the Negotiable Instruments Act,
1881 this is not a material alteration since a bill of exchange where no date of payment is
specified will be treated as payable on demand. Therefore, adding the words “on demand”
does not alter the business effect of the instrument.

Therefore, this cannot be said to have caused material alteration to the instrument.

(2 MARKS)
ANSWER -4

ANSWER-A

Irregular allotment: The Companies Act, 2013 does not specifically provide for the term
“Irregular Allotment” of securities. Hence, we have to examine the requirements of a proper
issue of securities and consider the consequences of non- fulfillment of those requirements.

In broad terms an allotment of shares is deemed to be irregular when it has been made by a
company in violation of Sections 23, 26, 39 or 40. Irregular allotment therefore arises in the
following instances:

1. Where a company does not issue a prospectus in a public issue as required by
section 23; or

Where the prospectus issued by the company does not include any of the
matters required to be included therein under section 26 (1), or the information
given is misleading, faulty and incorrect; or

Where the prospectus has not been filed with the Registrar for registration under
section 26 (4); or

The minimum subscription as specified in the prospectus has not been received
in terms of section 39; or
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The minimum amount receivable on application is less than 5% of the nominal
value of the securities offered or lower than the amount prescribed by SEBI in this
behalf; or

In case of a public issue, approval for listing has not been obtained from one

or more of the recognized stock exchanges under section 40 of the Companies
Act, 2013.

(4 MARKS)
ANSWER-B

According to section 101(1) of the Companies Act, 2013, a general meeting of a company
may be called by giving not less than clear twenty-one days' notice either in writing or through
electronic mode in such manner as may be prescribed.

Also, it is to be noted that 21 clear days mean that the date on which notice is served and
the date of meeting are excluded for sending the notice.

Further, Rule 35(6) of the Companies (Incorporation) Rules, 2014, provides that in case of
delivery by post, such service shall be deemed to have been effected - in the case of a notice of
a meeting, at the expiration of forty eight hours after the letter containing the same is
posted.

(3 MARKS)
Hence, in the given question:
() A 21 days’ clear notice must be given. In the given question, only 19 clear days’

notice is served (after excluding 48 hours from the time of its posting and the day
of sending and date of meeting). Therefore, the meeting was not validly called.

(i) Asexplained in (i) above, notice falls short by 2 days.

(i) The Companies Act, 2013 does not provide anything specific regarding the
condonation of delay in giving of notice. Hence, the delay in giving the notice
calling the meeting cannot be condoned.

(3 MARKS)

ANSWER-C

(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 1St January, 2016
rather than the date of its notification in the gazette.

(2 MARKS)
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ANSWER-D

According to section 8(1) of the Companies Act, 2013, where it is proved to the satisfaction
of the Central Government that a person or an association of persons proposed to be
registered under this Act as a limited company—

(a) has in its objects the promotion of commerce, art, science, sports, education,
research, social welfare, religion, charity, protection of environment or any
such other object;

(b) intends to apply its profits, if any, or other income in promoting its objects; and
(c) intends to prohibit the payment of any dividend to its members;

the Central Government may, by issue of licence, allow that person or association of
persons to be registered as a limited liability company.

In the instant case, the decision of the group of individuals to form a limited liability company
for charitable purpose under section 8 for a period of ten years and thereafter to dissolve
the club and to distribute the surplus of assets over the liabilities, if any, amongst the
members will not hold good, since there is a restriction as pointed out in point (b) above
regarding application of its profits or other income only in promoting its objects. Further, there
is restriction in the application of the surplus assets of such a company in the event of winding
up or dissolution of the company as provided in sub- section (9) of Section 8 of the Companies
Act, 2013. Therefore, the proposal is not feasible.

(5 MARKS)
ANSWER -5

ANSWER-A

According to section 134(1) of the Companies Act, 2013, the financial statement, including
consolidated financial statement, if any, shall be approved by the Board of Directors before
they are signed on behalf of the Board by the chairperson of the company where he is
authorized by the Board or by two directors out of which one shall be managing director, if any,
and the Chief Executive Officer, the Chief Financial Officer and the company secretary of the
company, wherever they are appointed, or in the case of One Person Company, only by one
director, for submission to the auditor for his report thereon.

As per the facts of the question, the Board has not authorised the chairperson of the company
to sign the financial statements. Hence, the financial statement shall be signed by two
directors out of which one shall be managing director [i.e. Mr. Prateek].

(4 MARKS)
ANSWER-B

Section 106 (1) of the Companies Act, 2013 states that the articles of a company may provide
that no member shall exercise any voting right in respect of any shares registered in his name
on which any calls or other sums presently payable by him have not been paid, or in regard to
which the company has exercised any right of lien.

In the present case the articles of the company do not permit a shareholder to vote if he has
not paid the calls on the shares held by him. Therefore, the chairman at the meeting is well
within its right to refuse him the right to vote at the meeting and Mr. Pink’s contention is not
valid.
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(4 MARKS)
ANSWER -C

(i) According to section 103(1)(a)(i) of the Companies Act, 2013, unless the articles of the
company provide for a larger number, in case of public company, if the number of members
as on the date of meeting is not more than one thousand, five members personally present
shall be the quorum for a meeting of the company.In the instant case, the quorum for the
public company will be 5 members personally present.

In the said company, two members are bodies corporate and one member is the President of
India.

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.

As per section 113 of the Companies Act, 2013, 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 and shall be entitled to vote.

As per section 112 of the Companies Act, 2013, the President of India, 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 and shall be entitled to vote.

(3 MARKS)

(ii) According to Rule — 20(4)(iii)(C) of the Companies (Management and Administration) Rules,
2014, the notice of the meeting shall clearly state that the members who have cast their vote
by remote e-voting prior to the meeting may also attend the meeting but shall not be entitled
to cast their vote again.

In the instant case, a member of a listed company who has casted his vote through electronic
voting can attend general meeting of the company but cannot change his vote subsequently
and is not permitted to appoint a proxy.

(2 MARKS)
ANSWER-D

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,
(i) the object for which it is done, and

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