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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.
( 1 MARK)
(1) 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—
(A) 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
(B) 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.
(2) 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.
(4 MARKS)

ANSWER-B
The problem as asked in the question is governed by Section 58 of the Companies Act,
2013 dealing with the refusal to register transfer and appeal against refusal.
In the present case the company has committed the wrongful act of not sending the notice
of refusal of registering the transfer of shares.
( 1 MARK)
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Under section 58 (4), if a public company without sufficient cause refuses to register the
transfer of securities within a period of thirty days from the date on which the instrument
of transfer is delivered to the company, the transferee may, within a period of sixty days of
such refusal or where no intimation has been received from the company, within ninety
days of the delivery of the instrument of transfer, appeal to the Tribunal.
Section 58 (5) further provides that the Tribunal, while dealing with an appeal made under
sub-section (4), may, after hearing the parties, either dismiss the appeal, or by order—
(a) direct that the transfer or transmission shall be registered by the company and the

company shall comply with such order within a period of ten days of the receipt of the
order; or
(b) direct rectification of the register and also direct the company to pay damages, if any,

sustained by any party aggrieved;
In the present case Ms. Mukta can make an appeal before the tribunal and claim damages.
(4 MARKS)

ANSWER-3
ANSWER-A
(i)

The given problem is based on the proviso provided in the section 127 (d) of the
Companies Act, 2013. As per the law where the dividend is declared by a company and
there remains calls in arrears and any other sum due from a member, in such case no
offence shall be deemed to have been committed where the dividend has been lawfully
adjusted by the company against any sum due to it from the shareholder.
As per the facts given in the question, Mr. A is holding equity shares of face value of Rs. 10
Lakhs and has not paid an amount of Rs. 1 lakh towards call money on shares. Referring to
the above provision, Mr. A is eligible to get Rs. 1.20 lakh towards dividend, out of which an
amount of Rs. 1 lakh can be adjusted towards call money due on his shares. Rs. 20,000 can
be paid to him in cash or by cheque or in any electronic mode.
According to the above mentioned provision, company can adjust sum of Rs. 1 lakh due
towards call money on shares against the dividend amount payable to Mr. A.
(3 MARKS)

(ii)

According to section 123(5), dividend shall be payable only to the registered shareholder
of the share or to his order or to his banker. Facts in the given case state that Ms. N, the
holder of equity shares transferred the shares to Mr. R whose name has been registered
on 20th May 2017. Since, he became the registered shareholder before the declaration of
the dividend in the Annual general meeting of the company held on 20th September 2017,
so, Mr. Raj will be entitled to the dividend.
(2 MARKS)

3|P a ge

ANSWER-B
“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.
(3.5 MARKS)
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.
(1.5 MARKS)

ANSWER-4
ANSWER-A
In terms of section 68 (2) (c) of the Companies Act, 2013 a company is allowed to buy back a
maximum of 25% of the aggregate of its paid- up capital and free reserves. Hence, the
company in the given case is not allowed to buy back its entire equity shares.
Section 68 (1) of the Companies Act, 2013 specifies the sources of funding buy back of its
shares and other specified securities as under:
(a) Free reserves or
(b) Security Premium account or
(c) Proceeds of the issue of any shares or other specified securities
However, under the proviso to section 68 (1) no buy back of shares or any specified
securities can be made out of the proceeds of an earlier issue of the same kind of shares or
same kind of specified securities.
(4 MARKS)
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ANSWER-B
Alteration of Capital [Section 61 (1) read with section 13 of the Companies Act, 2013]:Under
section 61 (1) a limited company having a share capital may, if authorized by its Articles,
alter its Memorandum in its general meeting as under :
(i)

it may increase its authorized share capital by such amount as it thinks
expedient;

(ii)

it may consolidate and divide all or any of its share capital of a larger amount
than its existing shares

(iii)

convert all or any of its paid up shares into stock and reconvert that stock into
fully paid shares of any denomination

(iv)

sub-divide the whole or any part of its shares into shares of smaller amount
than is fixed by the Memorandum

(v)

cancel those shares which, at the time of passing of the resolution in that behalf
have not been taken or agreed to be taken by any person, and diminish the
amount of its share capital by the amount of the shares so cancelled.

Further, under section 64 where a company alters its share capital in any of the above
mentioned ways, the company shall file a notice in the prescribed form with the Registrar
within a period of thirty days of such alteration or increase or redemption, as the case may
be, along with an altered memorandum.
Section 13 provides for the procedure to be followed for alteration of the Memorandum, as
under :
a. A special resolution must be passed to effect the alteration. For this purpose a
Board Meeting must be held to convene a general meeting of the members and all
legal provisions in this behalf followed including the circulation of a detailed
explanatory note on the proposed change along with the notice for the general
meeting;
b. The company must file with the Registrar the special resolution passed by the
company to effect an alteration in the capital clause of the Memorandum;
c. No alteration to the Memorandum will have effect unless it has been registered with
the Registrar as above.
(6 MARKS)

ANSWER-5
ANSWER-A
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
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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.
(5 MARKS)

ANSWER-B
Section 40 (6) of the Companies Act 2013, provides that a company may pay commission to
any person in connection with the subscription or procurement of subscription to its
securities, whether absolute or conditional, subject to the a number of conditions which
are prescribed under Companies (Prospectus and Allotment of Securities) Rules, 2014. In
relation to the case given, the conditions applicable under the above Rules are as under:
(a) The payment of such commission shall be authorized in the company’s articles of

association;
(b) The commission may be paid out of proceeds of the issue or the profit of the

company or both;
(c)

The rate of commission paid or agreed to be paid shall not exceed, in case of shares,
five percent (5%) of the price at which the shares are issued or a rate authorised by the
articles, whichever is less, and in case of debentures, shall not exceed two and a half
per cent (2.5 %) of the price at which the debentures are issued, or as specified in the
company’s articles, whichever is less;

Thus, the Underwriting commission is limited to 5% of issue price in case of shares and 2.5%
in case of debentures. The rates of commission given above are maximum rates. In view of
the above, the decision of Unique Builders Ltd. to pay underwriting commission exceeding
2% as prescribed in the Articles is invalid.
The company may pay the underwriting commission in the form of flats as both the
Companies Act and the Rules do not impose any restriction on the mode of payment
though the source has been restricted to either the proceeds of the issue or profits of the
company.
(5 MARKS)

ANSWER-6
ANSWER-A
Section 5 (1) of the Companies Act, 2013 states that the Articles of a company contain the
regulations for the management of a company. Further section 5 (2) provides that the
Articles of a company shall contain all matters that are prescribed under the Act and also
such additional matters as may be considered necessary for the management of the
company.
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Removal of Law Officer : The Memorandum and Articles of Association of a company are
binding upon company and its members and they are bound to observe all the provisions
of memorandum and articles as if they have signed the same [Section 10(1)].
However, the company and members are not bound to outsiders in respect of anything
contained in memorandum/articles by which such outsiders have been given any rights.
This is based on the general rule of law that a stranger to a contract cannot acquire any
right under the contract.
In this case , articles conferred a right on ‘X’ , the law officer that he shall not be removed
except on the ground proved misconduct. In view of the legal position explained above, ‘X’
cannot enforce the right conferred on him by the articles against the company. Hence the
action taken by the company (i.e. removal of ‘X’ even though he was not guilty of
misconduct ) is valid.
However, by altering the articles by a special resolution under section 14 of the act and Mr.
X can be removed.
(5 MARKS)

ANSWER-B
According to section 48 of the Companies Act, 2013(1) 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,—
(a) if provision with respect to such variation is contained in the memorandum or articles
of the company; or
(b) 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:
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.
(2) 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.
(5 MARKS)
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