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Trend Analysis 

Paper 4: Corporate & Economic Laws                                                                                             Past Papers 

Sr. 

No. Subject May-18 Nov-18 May-19 Nov-19 Nov-20 Jan-21 Jul-21 

Total 

Marks Average 

1 

Appointment 

and 

Qualifications of 

Directors 12 20 16 20 12 4 8 84 14 

2 

Appointment 

and 

remuneration of 

Managerial 

Personnel - 12 - - 8 8 4 28 5 

3 

Meetings of 

Board and its 

powers 20 6 10 10 6 14 14 66 11 

4 

Inspection, 

inquiry and 

Investigation - 12 - 4 - 4 4 20 3 

5 

Compromises, 

Arrangements 

and 

Amalgamations 8 - 4 4 7 - 4 23 4 

6 

Prevention of 

Oppression and 

Mismanagement - 3 4 - - 4 - 11 2 

7 Winding Up 6 - 8 4 4 - 4 22 4 

8 

Producer 

Companies - - - - - - - - - 

9 

Companies 

incorporated 

outside India 2 8 - 8 - 8 - 26 4 

10 

Miscellaneous 

Provisions 14 - 8 - 8 4 4 34 6 

11 

Compounding of 

offences, 

Adjudication, 

Special Courts - 2 - - 4 - 8 6 1 

12 

National 

Company Law 

Tribunal and 

Appellate 

Tribunal 15 8 - - - 4 - 27 5 

13 

Corporate 

Secretarial 

Practice–
Drafting of 

Notices, 

Resolutions, 

Minutes and 

Reports - - - - - - - - - 

14 

The Securities 

Contract 

(Regulation) Act, 15 9 4 4 4 4 4 40 7 
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1956 and the 

Securities 

Contract 

(Regulation) 

Rules, 1957 

15 

The Securities 

Exchange Board 

of India Act, 

1992 - 6 4 4 4 4 4 22 4 

16 

The Foreign 

Exchange 

Management 

Act, 1999 6 6 - - 3 3 3 18 3 

17 

The 

Securitisation 

and 

Reconstruction 

of Financial 

Assets and 

Enforcement of 

Security Interest 

Act, 2002- 5 2 6 6 3 3 3 25 4 

18 

The Prevention 

of Money 

Laundering Act, 

2002- 2 6 9 9 9 9 6 44 7 

19 

Foreign 

Contribution 

Regulation Act, 

2010 2 6 6 6 3 3 6 26 4 

20 

The Arbitration 

and Conciliation 

Act, 1996- 3 3 - - 3 3 3 12 2 

21 

The Insolvency 

and Bankruptcy 

Code, 2016- 10 10 9 9 9 9 9 56 9 
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Chapter 1 Appointment and Qualifications of Directors 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

 

1.1 

Chapter 1  

 Appointment and Qualifications of Directors 

 

Question 1 

 

Sunila Interior Decorators and Furnishers Limited which has not accessed the  

primary market so far, is required  to appoint whole-time Key Managerial 

Personnel  (KMPs)  in view of the fact that it has surpassed the threshold limit 

which necessitates such appointment.  Out of the three whole-time KMPs 

which it is obligated to keep on roll, it has already appointed a Managing 

Director (MD) and a Company Secretary. From the given options, choose the 

third KMP which needs to be appointed by the company under the given 

circumstances. 

(a) Chief Executive Officer (CEO) 

(b) Chief Financial Officer (CFO) 

(c) Whole-time Director (WTD) 

(d) Chief Manager (CM)  

(Nov 19) 

 

Answer 1 

 

The answer is (b). 

 

Question 2 

 

Broadway Infrastructure Limited entered  into a contract with Royal  forgings,  

in which wife  of Mr. Patrick, a director of the company is a partner. The 

contract is for supply of certain components by the firm for a period of three 

years with effect from 1st September, 2018 on credit basis. Explain the 
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1.2 

requirements under the Companies Act, 2013, which should have been 

complied with by Broadway Infrastructure Limited before entering into 

contract with Royal forgings. 

What would be your answer in case Royal forgings is a private  Limited 

company in which wife of Mr. Patrick is holding shares?  

(Nov 19) 

 

Answer 2 

 

The contract for supply of components entered into between Broadway  

Infrastructure Limited and Royal forgings, a partnership firm (in  which wife of  

Mr.  Patrick,  a director  of the company is a partner) attracts Section 184,188 

and 189 of the Companies Act, 2013. 

As per Section 188, company cannot enter into contract with firm for supply 

or purchase of goods or material where director of company or his relative is 

partner of  firm  without approval of Board of directors at board meeting. As 

per Section 184, interested  directors must disclose his interest at board 

meeting at which said business is to be discussed. Interested directors should 

not take part in the discussion or voting at board meeting. If he does vote, his 

vote shall not be counted. In case of Private limited Company interested 

director can participate in the board meeting after disclosure of interest. 

As per Section 189, prescribed particulars of the contract must be entered into 

the  Register of Contract in which directors are interested in Form MBP-4. Every 

entry made in Register should be authenticated by Company Secretary of 

company or any other person authorized by Board. After each entry in the 

register, it shall be placed before the next board meeting and shall be signed 

by all the directors present thereat. 

Based upon discussion of the above provisions: 

If the value of the contract or transaction is exceeded than limit specified, prior 

approval of shareholders is required to be obtained. Question does not suggest 

value of transaction. Assuming that it is within limits specified under the Act, 

consent of shareholders is not required. 
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1.3 

 

If Royal forgings is a private limited company: The provision of Section 188 

are applicable to it. As the directors wife (i.e Patrick’s wife) is member of Royal 
forgings private limited. 

Section 184 is not applicable as Mr. Patrick, director of Broadway 

Infrastructure Limited is neither director nor holding any shares in Royal 

Forgings  Private  Limited. Shares  held by Mr. Patrick's wife are not to be 

considered. Hence the provisions of Section 184 are not attracted. 

 

Question 3 

 

The Board of Directors of the Universal Ltd. which is an MNC comprised of 

directors who were Indian as well as of Foreign Nationals. Mr. “X”, who is a 

Director on the Board is very often on business tour abroad. He approached 

you being legal expert of the company to know from you the regulatory 

provisions of the Companies Act, 2013 relating to appointment of Alternate 

Directors. 

Examine the following situations and advise suitably, Mr. X referring to the 

provisions of  the Companies Act, 2013. 

(a) Number of directors for which a person can be appointed as an alternate 

director. 

(b) Where an alternate director is appointed in place of a director whose 

term is indefinite, then, what will be the tenure of such alternate 

director? 

(c) Can an Executive Director/Whole Time Director/Managing Director 

appoint alternate directors? 

(Nov 20) 

 

Answer 3 

 

(a) According to Section 161(2) of the Companies Act, 2013, the Board of 

Directors of a company may, if so authorised by its articles or by a 
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1.4 

resolution passed by the company in general meeting, appoint a person, 

not being a person holding any alternate directorship for any other 

director in the company or holding directorship in the same company, to 

act as an alternate director for a director during his absence  for a period 

of not less than three months from India. 

According to section 165, no person shall hold office as a director, 

including any alternate directorship, in more than twenty companies at 

the same time.  However,  the maximum number of public companies in 

which a person can be appointed as a director shall not exceed ten. 

Hence, in the instant case, a person can be appointed as an alternate 

director for  only one director in the same company but maximum twenty 

different companies. 

As per amendment 

In section 165 of the principal Act, in sub-section (1), the Explanation 

shall be renumbered as Explanation I and after Explanation I as so 

numbered, the following Explanation shall be inserted, namely:— 

"Explanation II.—For reckoning the limit of directorships of twenty 

companies, the directorship in a dormant company shall not be 

included." 

(b) According to second proviso to section 161(2), an alternate director shall 

not hold office for a period longer than that permissible to the director in 

whose place he has been appointed and shall vacate the office if and 

when the director in whose place he has been appointed returns to India. 

Third proviso says that if the term of office of the original director is 

determined before he so returns to India, any provision for the automatic 

re-appointment of retiring directors in default of another appointment 

shall apply to the original, and not to the alternate director. 

Hence, in the instant case, the alternate director shall hold office till the 

time original director returns to India. 

As per amendment 

in sub-section (2), after the words "alternate directorship for any other 

director in the company", the words "or holding directorship in the 

same company" shall be inserted; 
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(c) As per section 161(2), the Board of Directors of a company may, if so 

authorised by  its articles or by a resolution passed by the company in 

general meeting, appoint a person, not being a person holding any 

alternate directorship for any other director in the company or holding 

directorship in the same company, to act as an alternate director for a 

director during his absence for a period of not less than three months 

from India. 

From the above provision, it is clear that an alternate director can be 

appointed for any director by the board of directors and not by an 

Executive Director/Whole Time Director/Managing Director for 

themselves. 

As per amendment 

in sub-section (2), after the words "alternate directorship for any other 

director in the company", the words "or holding directorship in the 

same company" shall be inserted; 

 

Question 4 

 

ABC Ltd. is incorporated in December, 2010 under the Companies Act, 

1956. For the year ended on 31st March, 2020 and 31st March, 2021, the 

financial and other relevant information of the company were as under: 

(` in crores) 

Particulars 31.03.2020 31.03.

2021 

(a) Paid-up capital 8 18# 

(b) Reserves 16 6 

(c) Turnover 75 98 

(d) Borrowings from Banks /FIs 

(The sanctioned limit is 60 crores 

rupees) 

50 45 

(e) No. of directors 10 10 

# Part amount of the Reserves was capitalised, by issue of Bonus 

shares during the FY 2020-21 

The Company Secretary apprised the Board, of requirement of appointment 
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of Independent Director (ID). Few candidates were shortlisted, out of which 

2 candidate were nominated and got approval of the shareholders in the 

General Meeting. The appointment of both the IDs were approved for a 

tenure of one year only. 

Enumerate in the given situation, the following issues in the light of the 

Companies Act, 2013: 

(A) Whether ABC Ltd. was required to appoint Independent Director 

(ID) based on the information as on 31st March, 2020. 

(B) In the given case, the tenure of the appointment of both the IDs 

is for one year only. Comment upon the validity of the term of 

appointment of the Independent Directors.  

(Nov ’21) 
 

Answer 4 

 

(A) As per Section 149 read with the Rule 4(1)(iii) of the Companies 

(Appointment and Qualifications of Directors) Rules, 2014, 

which provides that the following class or classes of companies 

shall have at least two directors as independent directors – 

(i) the Public Companies having paid-up share capital of ten 

crore rupees or more; or 

(ii) the Public Companies having turnover of one hundred crore 

rupees or more; or 

(iii) “the Public Companies which have, in aggregate, 

outstanding loans, debentures and deposits, exceeding fifty 

crore rupees”. 
Here, the words used in the law is ‘exceeding 50 crore rupees’, 
whereas the banks borrowings in the given case is only ` 50 crore 

and not exceeding ` 50 crore. Hence, no need to appoint ID on 

the basis of information as on 31 st March, 2020. 

Further, the words used in the said Rule is ‘Outstanding Loans’ 
and not the ‘Sanctioned limit’. The limit is ` 60 crore, but the 

outstanding loans is only ` 50 crore. 

Therefore, in line with the stated legal provision, there is no need 
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to appoint Independent Directors as on 31/3/2020. 

(B)  According to Section 149(10) read as ‘Subject to the provisions of 
section 152, an independent director shall hold office for a term 

up to five consecutive years on the Board of a company, and 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. 

Further, Vide MCA General Circular No. 14/ 2014 dated 9th 

June, 2014, under  Para (iii) Section 149(10), it has been clarified 

that section 149(10) of the Act provides for a term of “upto five 

consecutive years” for an ID. As such while appointment of an ID 

for a term of less than five years would be permissible, 

appointment for any term (whether for five years or less) is to be 

treated as a one  term under section 149(10). 

Therefore, the tenure of the appointment of both the IDs for one 

year only, will be considered as valid. 
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Chapter 2 

  Appointment and Remuneration of Managerial Personnel 

 

Question 1 

 

Aster limited (a listed company) deals in business of trading of raw materials 

to the manufacturer of the garments. The company was running in losses for 

past two years. The Board of the company appointed Mr. C with good 

experience in cost management to overcome the said situation, as whole 

time director. He was of 70 years on the date of his appointment i.e. 

18.12.2019. 

Following were the relevant extracts from  latest  audited  financial  

statements  (as  on  31st March, 2019); 

(a) Authorised Share capital is ` 390 crore, out of which paid up share capital 

was ` 215 crore; company was in process of FPO, hence had balance of ` 

15 crore in share application money account. 

(b) Balance of reserve and surplus was ` 170 crore, out of which ` 150 crore 

was general reserve and ` 20 crore was on accounts of revaluation 

reserve. 

(c) Outstanding amount for long term loans was ` 200 crore 

(d) Company had investment of ` 40 crore at book value; due to economic 

slowdown same is not liquid investment 

(e) Accumulated losses were of ` 10 crore. 

In the light of the given facts and figures, evaluate the given situations in terms 

of the relevant provisions of the Companies Act, 2013- 

(i) Validity of appointment of Mr. C, as managerial person in office of whole 

time director in Aster Limited. 

(ii) Compute the Effective Capital of Aster Limited for payment of Managerial 

Remuneration. 

(iii) Since Aster Ltd. was running in losses, state the maximum amount of  

remuneration  to be paid on yearly basis to each Managerial Person.  
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(May 20) 

 

 

 

Answer 1 

 

(i) As per section 196(3) of the Companies Act, 2013, no company shall 

appoint or  continue the employment of any person as managing director, 

whole-time director or manager who is below the age of twenty-one years 

or has attained the age of seventy years, unless that appointment of a 

person who has attained the age of seventy years may be made by passing 

a special resolution(SR) with explanatory  statement annexed to the notice 

for such an appointment of person. 

Where no such special resolution is passed but votes cast in favour of the 

motion exceed the votes, if any, cast against the motion and the Central 

Government is satisfied, on an application made by the Board, that such 

appointment is most beneficial to the company, the appointment of  the 

person who has attained the age  of seventy years may be made.(as per 

amendement) 

Therefore, appointment of Mr. C as whole time director in the Aster Ltd. 

being of 70 years, is valid in compliance to above legal provisions. 

(ii) As per section II of Part II of Schedule V to the Companies Act 2013, 

"effective capital" means the aggregate of the paid-up share capital 

(excluding share application money or advances against shares); amount, 

if any, for the time being standing to the credit of share premium account; 

reserves and surplus (excluding revaluation reserve); long-term loans and 

deposits repayable after one year (excluding working capital loans, 

overdrafts, interest due on loans unless funded, bank guarantee, etc., and  

other short-term arrangements) as reduced by the aggregate of any 

investments (except in case of investment by an investment company 

whose principal business is acquisition of shares, stock, debentures or 

other securities), accumulated losses and preliminary expenses not 

written off. 

According to the particulars given: 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 2   Appointment and Remuneration of Managerial Personnel 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

 

 

2.3 

 

 

 

 

Particulars Amou

nts 

(in 

Cro

re) 

Paid up share capital (Excluding share 

application money) (215-15) 

` 

200 

General Reserve (Excluding Revaluation 

Reserve) (170-20) 

` 

150 

Long term loans ` 

200 

Less; Investments (40) and Accumulated 

losses (10) 

` 50 

Effective Capital ` 

500 

(iii) As per Section II of Part II of Schedule V to the Companies Act 2013,in case 

of no or inadequate profits, if effective capital of company is ` 250 crore or 

more then, yearly remuneration per person payable shall not exceed by ` 

120 lakh plus 0.01% of the effective capital in excess of ` 250 crore. 

The maximum remuneration that may be paid to each managerial person 

will be [120 lakh+ (0.01% x 250 cr)] = 122.5 lakh. 

Provided that the remuneration in excess of above limits may be paid if the 

resolution passed by the shareholders is a special resolution. 

 

Question 2 

 

International Technologies Limited, a listed company, being managed by a 

Managing Director proposes to pay the following managerial remuneration: 

(i) Commission at the rate of five percent of  the net profits to  its  Managing 

Director, Mr. Kamal. 
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(ii) The directors other than the Managing Director are proposed to be paid 

monthly remuneration of ` 50,000 and also commission at the rate of one 

percent of net profits of the company subject to the condition that 

overall remuneration payable to ordinary directors including monthly 

remuneration payable to each of them shall not exceed  two percent of 

the net profits of the company. The commission is to be distributed 

equally among all the directors. 

You are required to examine with reference to the provisions of the 

Companies Act, 2013 the validity of the above proposals.  

(Nov 20) 

 

Answer 2 

 

International Technologies Limited, a listed company, being managed by a 

Managing Director proposes to pay the following managerial remuneration: 

(i) Commission at the rate of 5% of the net profits to its Managing Director, 

Mr. Kamal: Part (i) of the Second Proviso to Section 197(1), provides that 

except with the approval of the company in general meeting by a special 

resolution, the remuneration payable to any one managing director or 

whole time director or manager shall not exceed 5% of the net profits of 

the company and if there is more than one such  director then 

remuneration shall not exceed 10% of the net profits to all such directors 

and manager taken together. 

In the present case, since the International Technologies Limited is being 

managed  by a Managing Director, the commission at the rate of 5% of 

the net profit to Mr. Kamal, the Managing Director is allowed and no 

approval of company in general meeting is required. 

(ii) The directors other than the Managing Director are proposed to be paid 

monthly remuneration of ` 50,000 and also commission at the rate of 1 % 

of net profits of the company subject to the condition that overall 

remuneration payable to ordinary directors including monthly 

remuneration payable to each of them shall not exceed 2 

% of the net profits of the company. Part (ii) of the Second Proviso to 

Section 197(1) provides that except with the approval of the company in 
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general meeting by a special resolution, the remuneration payable to 

directors who are neither manag ing directors nor whole time directors 

shall not exceed- 

(A) 1% of the net profits of the company, if there is a managing or whole -

time director or manager; 

(B) 3% of the net profits in any other case. 

In the present case, the maximum remuneration allowed to directors 

other than managing or whole-time director is 1% of the net profits of 

the company because the company is managed by a managing 

director. Hence, if the company wants to fix directors’ remuneration 

at not more than 2% of the net profits of the company, the approval 

of the company in general meeting is required by passing a special 

resolution. 
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Chapter 3 

 Meetings of Board and its Powers 

 

Question 1 

 

Beauti Fashion Garments Limited  has three  independent directors besides 

eight others  of its own. Due to the urgency of transacting certain  important  

business,  a  Board  Meeting was called by giving a shorter notice than the 

legally required. However, none of the independent directors was present at 

the Meeting to deliberate upon the motion related  to that business. Despite 

absence of all the independent directors, a board resolution was passed for 

operationalizing the business by the directors personally present at that 

Meeting who were much more than the required quorum. Advise, whether the 

resolution passed at  the Board Meeting called at a shorter notice was valid. 

(a) The resolution so passed is valid, for it was passed at the Board Meeting 

where the required quorum was present. 

(b) To be valid the resolution so passed needs to be circulated to all the 

directors and further, it is required to be ratified by all the three 

independent directors. 

(c) To be valid the resolution so passed needs to be circulated to all the 

directors and further, it is required to be ratified by at least two 

independent directors. 

(d) To be valid the resolution so passed needs to be circulated to all the 

directors and further, it is required to be ratified by at least one 

independent director.  

(Nov 19) 

 

Answer 1 

 

The answer is (d). 
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Question 2 

 

In case of Topica Sugar Mills Limited, necessary arrangements are in place for 

conducting of Board Meetings through the means of video conferencing, a 

facility which Vaibhav and Yukta, the two directors out of six intend to utilize 

by participating in such meetings through it. During which part of the year 

they should intimate the company about their participation in Board 

Meetings through video conferencing? 

(a) At the beginning of the Financial Year 

(b) At the beginning of the  Calendar Year 

(c) On 1st day of any month falling in the Financial Year 

(d) Before the Board Meeting.  

(May 20) 

 

Answer 2 

 

The answer is (b). 

 

Question 3 

 

Blue Rose Agri-Products Limited, which is inter-alia listed on  National Stock 

Exchange,  has called an extra-ordinary general meeting (EGM) of the 

shareholders on 29th January, 2019 at its Head Office in New Delhi to seek 

approval in respect of certain matters. It so happened that the company 

received a notice on 25th January, 2019 from the requisite number of small 

shareholders  who proposed appointment of  Shivank as  their director but it 

refused to entertain the notice as the same was served quite late. Advise the 

latest date by which the small shareholders must have given the notice for 

the appointment of Shivank so that it was not refused by the company. 

(a) The notice should have been served latest by 24th January, 2019. 

(b) The notice should have been served latest by 15th January, 2019. 
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(c) The notice should have been served latest by 22nd January, 2019. 

(d) The notice should have been served latest by 19th January, 2019  

(May 20) 

 

Answer 3 

 

The answer is (b). 

 

Question 4 

 

Dharma Ltd. in the light of prospective developments in the infrastructure of 

company decided to have borrowing on long term basis from financial 

Institutions. In the Board Meeting held on 15th September, 2020, following 

proposal of borrowing 2,00,00,000 from Financial institutions on long-term 

basis was also presented for consideration. As per the given information, in 

the light of relevant provisions of the Companies Act, 2013, examine the 

eligibility of the amount up to which the Board can borrow from Financial 

institution and the state on the validity of the said proposal. 

Following were the Balance Sheets of last three years of Dharma Ltd., 

containing following facts and figure of financial information : 

 

Particulars As at 

31.03.2018 

` 

As at 

31.03.2019 

` 

As at 

31.03.2020 

` 

Paid up capital 60,00,000 60,00,000 85,00,000 

General Reserve 50,00,000 52,50,000 60,00,000 

Credit Balance in Profit & Loss 

Account 

6,00,000 8,50,000 20,00,000 

Securities Premium 3,00,000 3,00,000 3,00,000 

Secured Loans 20,00,000 25,00,000 40,00,000 

 

(May 21) 
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Answer 4 

 

Borrowing from Financial Institutions: As per Section 180(1)(c) of the 

Companies Act, 2013, the Board of Directors of a company, without obtaining 

the approval of shareholders in a general meeting, can borrow money 

including moneys already borrowed up to an amount which does not exceed 

the aggregate of paid up capital of the company, free reserves and securities 

premium. Such borrowing shall not include temporary loans obtained from 

the company’s bankers in the ordinary course of business. Here, free reserves 

do not include the reserves set apart for specific purpose. 

Since the decision to borrow is taken in a meeting held on 15th September, 

2020, the  figures relevant for this purpose are the figures as per the Balance 

Sheet as at 31.03.2020. According to the above provisions, the eligibility of 

Board of Directors of Dharma Ltd.to borrow up to an amount is calculated as 

follows: 

 

 

 

 

 

 

 

 

 

 

 

Dharma Ltd. is entitled to borrow `1,28,00,000 through board of directors. As 

in the given case proposal of borrowing was Rs, 2,00, 00, 000 which is more 

than eligibility to borrow, therefore, Dharma Ltd, have to seek approval of 

shareholders in general meeting. As the proposal of borrowing ` 2,00,00,000 

from Financial institutions on long-term basis was presented for consideration 

in Board Meeting without approval of shareholders in general meeting, 

Particulars ` 

Paid up Capital 85,00,000 

General Reserve (being free reserve) 60,00,000 

Credit Balance in Profit & Loss Account (to be treated 

as free reserve) 

20,00,000 

Securities Premium 3,00,000 

Aggregate of paid-up capital, free reserves and 

securities premium 

1,68,00,00

0 

Total borrowing power of the Board of Directors of 

the company, i.e, 100% of the aggregate of paid-up 

capital, free reserves and securities premium 

 

1,68,00,00

0 

Less: Amount already borrowed as secured loans 40,00,000 

Amount up to which the Board of Directors can further 

borrow 

1,28,00,00

0 
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therefore said proposal is invalid. 

 

Question 5 

 

Atlantic Garments Ltd., is a company engaged in the business of 

manufacturing of garments for all seasons. The company have in all 14 

directors. 

The first meeting of the Board was held on 15th February, 2020. Thereafter, 

the subsequent meetings of the Board were held on 29th February, 2020, 25th 

March, 2020, 30th August, 2020 and 25th December, 2020. 

In these meetings, the full strength of the Board was present except in the 

meeting of 25 th 

March, 2020. In this meeting only 4 persons were present. 

Decide whether the Board meeting held on 25th March 2020 is valid in 

compliance with the legal requirements under the Companies Act, 2013. What 

shall be date of the meeting in case where if meeting could not be held because 

of quorum.  

(Nov ’21) 
 

Answer 5 

 

As  per given section 174(1) of  the Companies Act,  2013  the quorum for a  

meeting of  the Board of Directors of a company shall be one third of its total 

strength or two directors, whichever is higher, and the participation of the 

directors by video conferencing or by other audio visual means shall also be 

counted for the purposes of quorum under this sub-section. 

Section 174(4) provides that where a meeting of the Board could not be held 

for want of quorum, then, unless the articles of the company otherwise 

provide, the meeting shall automatically stand adjourned to the same day 

at the same time and place in the  next week or if that day is a national 

holiday, till the next succeeding day, which is  not a national holiday, at the 

same time and place. 
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Further explanation to section 174(4) provides that for the purposes of this 

section, (i) any fraction of a number shall be rounded off as one; (ii) “total 
strength” shall not include directors whose places are vacant. 

Total Strength of directors =14 One-third of 14 = 4.67 Rounded off to = 5 

(Five) 

As in the meeting scheduled on 25th March 2020, only 4 persons were 

present, hence due to want of required minimum quorum, the meeting shall 

have to be adjourned to the same day at the same time and place in the next 

week or if that day is a national holiday, till the next succeeding day, which is 

not a national holiday, at the same time and place. 

The meeting of the Board was not valid as the required quorum was not 

present in the meeting. In this case, the adjourned meeting was to be held on 

1st April, 2020. 
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Chapter 4 

 Inspection, Inquiry and Investigation 

 

Question 1 

 

X Ltd. amalgamated with Y Ltd. The transferee company decided to dispose 

of the books and papers of the X Ltd. in order to come up with maintenance 

of revised book and papers under the name of the transferee company to bring 

all the financial details of the amalgamated company also in the records. State 

the correct statement  as  to  decision of the transferee company on the 

disposal of the Books and papers of the X Ltd. 

(a) Decision of Transferee Company is invalid, as books and papers of the 

amalgamated company shall be maintained for at least three years. 

(b) Decision of Transferee Company is invalid, as books and papers of 

amalgamated company shall be maintained for at least eight years. 

(c) Decision of Transferee Company will be valid only on the sanction of the 

prior permission of the Central Government. 

(d) Decision of Transferee Company will be valid only after seeking  prior  

permission  of the requisite number of the creditors/shareholders of the 

amalgamated company.  

(Nov 19) 

 

Answer 1 

 

The answer is (c). 

 

Question 2 

 

Dragon Copper Limited was facing acute financial  difficulty  as  operations  
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were continuously disrupted due to (a) non-availability of 

raw material  (b) successive  drought  in its marketing areas and loss of demand 

and (c) frequent breakdown due to  non- replacement of old plant and 

machinery. On the verge of liquidation, the Management proposes one last 

arrangement between creditors and the company, whereby the creditors have 

to forego 50% of their dues to the company. This has  evoked  strong  protest  

from some of the creditors who may block the arrangement. Examine  the  

arrangement in  the light of the Companies Act, 2013 and advise the  course of 

action/procedure  to  be adopted by the company to implement the same. 

(Nov 19) 

 

Answer 2 

 

Scheme of Compromise or arrangement (Section 230 of the Companies Act, 

2013): The scheme provides for sacrifice on the part of creditors as they have 

to forego  50% of their dues to the company. The company is sick and 

therefore it can be considered as a company liable to be wound up within the 

meaning of Section 230(a) of the Companies Act, 2013. The proposed scheme 

involves as a compromise or arrangement with creditors and it attracts section 

230. 

While the company or any creditor or member can make application to the 

Tribunal under section 230 (6)(1), it is usual for the company to make an 

application. On such application, the Tribunal may order that a meeting of 

creditors and/or members be called and held as  per directions of the 

Tribunal. 

Company must arrange to send notice of meeting to every creditor containing 

a statement setting forth the terms of compromise or arrangement explaining 

its effect.  Material interest of directors, Managing Director, or manager of  

the company in the  scheme and the effect of scheme on their interest should 

be fully disclosed [Section 230(1)(a).  Advertisement issued by the company 

must comply with the requirements of section 230(2). At  the meetings 

convened, as per directions of the Tribunal, majority in number representing 

at least ninety percent in value of creditors present and voting (either in person 

or by proxy if allowed) must agree to compromise or arrangement. 

Thereafter the company must present a petition to the Tribunal for 

confirmation of the compromise or arrangement. The notice of application 

made by the companywill be served on the Central Government and the 
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Tribunal will take into consideration representation, If, any 

made by the Central Government. The Tribunal will sanction the scheme, if it  

is satisfied that the company has disclosed all material facts relating to  the  

company e.g. latest financial position, auditors report on accounts of the 

company, pendency of investigation of company, etc. 

Copy of Tribunal order must be filed with the Registrar of Companies and then 

only the  order will come into effect. Copy of Tribunal order must be annexed 

to every  Memorandum of Association issued thereafter. 

If the Tribunal sanctions the scheme, it will be binding on all members and 

creditors even those who were dissenting. (Case Law: S. K. Gupta Vs. K. P. Jain, 

AlR 1979 SC 374) 

 

Question 3 

 

Mr. Shariff who was a  Key  Managerial  Personnel  (Manager)  of  XYZ  Ltd.  

retired  on  12th May 2020. An examination of the final accounts of the 

company for the year ended on 31st March 2020, the Registrar of Companies 

found some serious irregularities  in  writing off of the huge amounts of bad 

debts and no satisfactory explanation was provided for the same from the 

company. In such a situation the Registrar of Companies wants some 

explanation from the company and Mr. Shariff. In the light of the Companies 

Act, 2013, examine the situation  and  advice  on  the  act  of  Registrar  seeking  

explanation  from  Mr. Shariff.  

(May 21) 

 

Answer 3 

 

As per the provisions of Section 206(2) of the Companies Act, 2013, the 

Registrar can call for any information or explanation or any other further 

documents related to the company from the company or any officer if the 

company, which he thinks, is necessary for deciding any matter of the 

company. Proviso to Section 206(2) provides that, where such  information 

or explanation relates to any past period, the officers who had been in the 

employment of the company for such period, if so called upon by the 
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4.4 

Registrar through a notice served on him, in writing, shall 

also furnish such information or explanation to the best of their knowledge. 

So, in the given case Mr. Shariff, the ex-manager of the company can be called 

upon for such information/explanation which was related to their period of 

service. 
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5.1 

Chapter 5 

 Compromises, Arrangements and Amalgamations 

 

Question 1 

 

In the case of financing of a financial asset by more than one secured 

creditors, there secured creditor shall be entitled to exercise any of the rights 

conferred on him is agreed upon by the secured creditors representing in 

order to make such an action binding 

on all the secured creditors. 

(a) Less 60% in value of the amount outstanding as on a record date 

(b) Not less than 60% in value of the amount outstanding as on a record 

date 

(c) At least 75% in value of the amount outstanding as on a record date 

(d) Not less than 75% in value of the amount outstanding as on a record 

date  

(May 21) 

 

Answer 1 

 

The answer is (b). 

 

Question 2 

 

Kiara Limited holds 77% of the shares of Sunny Limited. Kiara Limited makes 

an application for merger of Holding and Subsidiary Company under section 

233 – Fast Track Merger of the Companies Act, 2013. The legal counsel of 

Kiara Limited states that company cannot apply for merger under section 

233 of the said Act. He further stated that company shall have to apply for 

merger as per section 232 of the Act i.e. Merger and Amalgamation of 

Companies. State the correct statement in terms of the validity of the 

difference in the opinion of the legal counsel. 
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5.2 

(a) Opinion of the legal counsel of Kiara Limited is valid as the provisions 

given for fast track merger in section 233 can be made between 

only small companies. 

(b) Opinion of the legal counsel of Kiara Limited is invalid as merger shall 

be possible only as per section 233 between Holding and Subsidiary 

Company. 

(c) Opinion of the legal counsel of Kiara Limited is valid as the provisions 

given for fast track merger in section 233 can be made between 

Holding and wholly owned subsidiary. 

(d) Opinion of the legal counsel of Kiara Limited is invalid as merger of 

Holding and Subsidiary company is possible under both section 232 

and section 233.  

(Nov 21) 

 

Answer 2 

 

The Answer is (c) 

 

Question 3 

 

Surya Ltd., wants to reorganise the company’ share capital by the 

consolidation of shares of different classes and passed a resolution to 

this effect in the Board meeting and thereafter made an application to 

the Tribunal. The Tribunal ordered that a meeting of the members be 

called. The company sent notices to all the members. 

In the meeting, some of the members made objections to such 

arrangements. However,  the majority of the members were interested 

in the resolution proposed by the company. Tribunal after scrutinising the 

minutes of the meeting, sanctioned the proposed arrangement. 

Examine in the light of the given facts, that in order to give effect to the 

arrangement which prescribes the reorganisation of company’ share 
capital by the consolidation of shares of different classes, mention the 

requirements on the execution of the  said arrangement under the 

Companies Act, 2013. 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 5 Compromises, Arrangements and Amalgamations 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

 

5.3 

 (Nov 21) 

 

Answer 3 

 

Section 230(1) of the Companies Act, 2013 provides that w here a 

compromise or arrangement is proposed— 

(a) between a company and its creditors or any class of them; or 

(b) between a company and its members or any class of them, 

The  Tribunal  may,  on  the  application  of  the   company or   of   any  

creditor   or member of the company, or in the case of a company which 

is  being wound up,   of the liquidator, “appointed under this Act or under 

the Insolvency and Bankruptcy Code, 2016, as the case may be,” order a 

meeting of the creditors or class of creditors, or of the members or class 

of members, as the case may be, to be called, held and conducted in such 

manner as the Tribunal directs. 

Here the term, arrangement includes a reorganization of the company’s 
share capital by the consolidation of shares of different classes or by the 

division of shares into shares of different classes, or by both of those 

methods. 

Any compromise or arrangement needs the order of sanction by the 

Tribunal and the Tribunal may on an application made by the company, 

order the company to call the meeting of the shareholders, pass such 

resolution in the meetings and then f orward the minutes to the Tribunal 

for its order. 

The order of the Tribunal shall be filed with the Registrar by the company 

within a period of thirty days of the receipt of the order. 

The Tribunal may dispense with calling of a meeting of creditor or class of 

creditors where such creditors or class of creditors, having at least ninety 

per cent. value, agree and confirm, by way of affidavit, to the scheme of 

compromise or arrangement. 
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6.1 

 

Chapter 6 

 Prevention of Oppression and Mismanagement 

 

Question 1 

 

Mr. M, a member of XYZ Ltd. filed an application before the Tribunal 

complaining of oppression and mismanagement w.r.t. an agreement entered 

by XYZ Ltd. effecting the interest of the company. Vide order passed by the 

Tribunal under section 242 of the Companies Act, 2013, terminated the said  

agreement. The agreement  was  entered by  Mr. H and Mr. G who was 

managing director and the executive director of  the XYZ  Ltd.  Mr. Rasik, with 

whom the XYZ Ltd entered the agreement, filed a petition claiming the loss 

caused due to termination of the said agreement. Also state the legal position 

of Mr. H and Mr. G holding their place of office in the said situation. Examine 

the given facts and address the issues in terms of the relevant provisions of 

Companies Act, 2013.  

(May 21) 

 

Answer 1 

As per section 243 of the Companies Act, 2013 , where an order made under 

section 242 terminates, sets aside or modifies an agreement which was  

entered  by  the company, were in a manner prejudicial to the interests of the 

company,— 

(a) such order shall not give rise to any claims whatever against the company 

by any person for damages or for compensation for loss of office or in any 

other respect either in pursuance of the agreement or otherwise; 

(b) no managing director or other director or manager whose agreement is 

so terminated or set aside shall, for a period of five years from the date 

of the order terminating or setting aside the agreement, without the 

leave of the Tribunal, be appointed, or act,  as the managing director or 

other director or manager of the company: 

As per amendment  
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new insertion of sub-section 1A & 1B after sub-section (1), the following sub-

sections shall be inserted, namely:— 

“(1A) The person who is not a fit and proper person pursuant to sub-section 

(4A) of section 242 shall not hold the office of a director or any other office 

connected with the conduct and management of the affairs of any company 

for a period of five years from the date of the said decision: Provided that the 

Central Government may, with the leave of the Tribunal, permit such person 

to hold any such office before the expiry of the said period of five years. 

(1B) Notwithstanding anything contained in any other provision of this Act, 

or any other law for the time being in force, or any contract, memorandum 

or articles, on the removal of a person from the office of a director or any 

other office connected with the conduct and management of the affairs of 

the company, that person shall not be entitled to, or be paid, any 

compensation for the loss or termination of office.”; 

Accordingly, Mr. Rasik, with whom the XYZ Ltd entered the agreement, filed 

a petition claiming the loss caused due to termination of the said agreement, 

is not viable. Further, Mr. H and Mr. G, managing director and the executive 

director of the XYZ Ltd. who entered agreement with Mr. Rasik which was 

ordered to be terminated by  the Tribunal, shall  not act as the managing 

director or other director or manager of the company, for a period of five 

years from the date of the order  terminating or  setting aside the agreement, 

without the leave of the Tribunal. 
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7.1 

Chapter 7 

 Winding Up 
 

Question 1 

What is the periodicity of submission of report by company liquidator 

with respect to the progress of winding up of the company to the 

Tribunal: 

(a) Monthly 

(b) Bi-monthly 

(c) Quarterly 

(d) Half yearly 

(May 21) 

Answer 1 

The answer is (c).  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 8 Companies incorporated outside India 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

8.1 

 

Chapter 8 

 Companies incorporated outside India 

 

Question 1 

 

Tokushia Motors Ltd. was incorporated in Japan. Its share capital is held 

by the following persons-Citizens of India – 10% Indian Companies– 40% 

The company has opened its representative office in Mumbai on 15 th 

January, 2021, in order to receive orders from the Indian Market and make 

available the delivery of Japanese luxury cars to the Indian purchasers. 

The company was not aware of the Indian Company Law, hence could not 

file the required documents to the Registrar. The company could file all 

the required documents only  on  28th February, 2021. 

Based on the above facts, answer the following questions: 

(i) Whether the provisions of Chapter XXII of the Companies Act,  

2013  are applicable on Tokushia Motors Ltd? 

(ii) What documents are required to be filed by Tokushia Motors 

Ltd to the Registrar of Companies? 

(iii) By what time all the requisite documents shall be filed?  

(Nov 21) 

 

Answer 1 

 

(i) Section 379(2) of the Companies Act, 2013, provides that where not 

less than fifty     per cent of the paid-up share capital, whether equity 

or preference or partly equity  and partly preference, of a foreign 

company is held by one or more citizens of India    or by one or more 

companies or bodies corporate incorporated in India, or by one or 

more citizens of India and one  or more companies or bodies 

corporate incorporated  in India, whether singly or in the aggregate, 

such company shall comply with the provisions of this Chapter and 
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8.2 

such other provisions of this Act as may be prescribed with regard to 

the business carried on by it in India as if it were a company 

incorporated in India. 

In the given case, although the company was incorporated in Japan, 

however its share capital of not less than 50% is held by the Indian 

citizens and Indian companies, hence in terms of section 379(2) all 

the provisions pertaining to Chapter XXII of the Companies Act, 2013, 

shall be applicable on it. 

 

(ii) In terms of section 380(1) every foreign company shall, within thirty 

days of the establishment of its place of business in India, deliver to 

the Registrar for registration— 

(a) a certified copy of the charter, statutes or memorandum and 

articles, of the company or other instrument constituting or 

defining the constitution of the company and, if the 

instrument is not in the English language, a certified 

translation thereof in the English language; 

(b) the full address of the registered or principal office of the 

company; 

(c) a list of the directors and secretary of the company 

containing such particulars  as may be prescribed; 

(d) the name and address or the names and addresses of one or 

more persons resident in India authorised to accept on 

behalf of the company service of process and any notices or 

other documents required to be served on the company; 

(e) the full address of the office of the company in India which is 

deemed to be its principal place of business in India; 

(f) particulars of opening and closing of a place of business in 

India on earlier occasion or occasions; 

(g) declaration that none of the directors of the company or the 

authorised representative in India has ever been convicted 

or debarred from formation of companies and management 

in India or abroad; and 

(h) any other information as may be prescribed. 

Further its sub-section (3) provides that where any alteration is 

made or occurs in the documents delivered to the Registrar under 
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this section, the foreign company shall, within thirty days of such 

alteration, deliver to the Registrar for registration, a return 

containing the particulars of the alteration in the prescribed form. 

(iii) In the given, case the company had established its representative 

office in India on 15.01.2021, it was required to file the documents 

latest by 14.02.2021 with the Registrar. 
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9.1 

 

Chapter 9 

 Miscellaneous Provisions 

Question 1 

 

Fame Ltd. filed an application to the registrar for removal  of the name of 

company  from  the register of companies after passing special resolution. On 

the complaint of certain  members, Registrar came to know that already an 

application is pending before the Tribunal for the sanctioning of a 

compromise or arrangement proposal. The application  was filed by the Fame 

Ltd. two months before the filing of this application to the Registrar. 

Determine the given situations in the lights of the given facts as per the 

Companies Act, 2013: 

(i) Legality of filing an application by Fame Ltd. Before the Registrar. 

(ii) Consequences if Fame Ltd. files an application in the above given 

situation. 

(iii) In case Registrar notifies Fame Ltd as dissolved under section 248 in 

compliances to the required provisions, what remedy will be available to 

the aggrieved party?  

(May 20) 

 

Answer 1 

 

According to the Section 248(2) of the Companies Act, 2013, a company may, 

after extinguishing all its liabilities, by a special resolution, or consent of 

seventy-five per cent. members in terms of paid-up share capital, file an 

application in the prescribed manner to the Registrar for removing the name 

of the company from the register of companies on all or any of the grounds 

specified in section 248(1) and the Registrar shall, on receipt of such 

application, cause a public notice to be issued in the prescribed manner. 

Further Section 249 provides restrictions on making application under section 

248 . 
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An application under section 248 on behalf of a company shall not be made 

if, at any time  in the previous three months, the company— 

(a) has changed its name or shifted its registered office from one State to 

another; 

(b) has made a disposal for value of property or rights held by it, immediately 

before  cesser of trade or otherwise carrying on of business, for the 

purpose of disposal for gain in the normal course of trading or otherwise 

carrying on of business; 

(c) has engaged in any other activity except the one which is necessary or 

expedient for the purpose of making an application under that section, 

or deciding whether to do so or concluding the affairs of the company, or 

complying with any statutory requirement; 

(d) has made an application to the Tribunal for the sanctioning of a 

compromise or arrangement and the matter has not been finally 

concluded; or 

(e) is being wound up under Chapter XX of this Act or under the Insolvency 

and Bankruptcy Code, 2016. 

Violation of above conditions on filing of application: If a company files an 

application in violation of restriction given above, it shall be punishable with 

fine which may extend to one lakh rupees. 

Rights of registrar on non-compliance of conditions by the company: An 

application filed under above circumstances, shall be withdrawn by the 

company or rejected by the Registrar as soon as conditions are brought to his 

notice. 

Aggrieved person to file an appeal against the order of registrar: As per 

section 252(1),any person aggrieved by an order of the Registrar, notifying a 

company as dissolved under section 248, may file an appeal to the Tribunal 

within a period of three years from  the date of the order of the Registrar and 

if the Tribunal is of the opinion that the removal   of the name of the company 

from the register of companies is not justified in view of the absence of any 

of the grounds on which the order was passed by the Registrar, it may  order 

restoration of the name of the company in the register of companies. 

However a reasonable opportunity is given to the company and all the 

persons concerned. 

According to the above provisions, following are the answers: 

(i) As per the restrictions marked in the Section 249(d) stating that an 
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9.3 

application under section 248 on behalf of a company shall not be made 

if, at any time in the previous three months, the company has made an 

application to the Tribunal for the sanctioning of a compromise or 

arrangement and the matter has not been finally concluded. 

As per the facts application to the registrar for removal of the name of 

company from the register of companies, was filed by the Fame Ltd. within 

three months to the filing of an application to the Tribunal for approval of 

compromise or arrangement proposal. Therefore filing of such an 

application by Fame Ltd is not valid. 

(ii) If a company files an application in above situation, it shall be punishable 

with fine which may extend to one lakh rupees. An application so filed, 

shall be withdrawn by the company or rejected by the Registrar as soon 

as conditions are brought to his notice. 

(iii) According to the provision given in section 252(1),a person aggrieved by 

an order of the Registrar, notifying Fame Ltd. as dissolved under section 

248, may: 

 file an appeal to the Tribunal within a period of three years from the 

date of the order of the Registrar, and 

 if the Tribunal is of the opinion that the removal of the name of the 

company  from the register of companies is not justified in view of the 

absence of any of  the grounds on which the order was passed by the 

Registrar, it may order restoration of the name of the Fame Ltd. in the 

register of companies. 

 A reasonable opportunity is given to the Fame Ltd. and all the persons 

concerned. 

 

Question 2 

 

Pankaj Nidhi Limited, incorporated under section 406 of the Companies Act, 

2013. Pankaj Nidhi Limited wants to enter into an agreement for acquiring 

another company by purchase of its securities. Now the management of the 

Pankaj Nidhi Limited is in dilemma with respect to the requirment of 

entering into such an agreement. Pankaj Nidhi Limited approached you to 

provide with the best course of action considering the provisions of the 

Companies Act, 2013. 
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(a) As per the Nidhi Rules, 2014, Nidhi company can enter into an 

agreement for acquiring other company by purchase of its securities 

provided the Nidhi company  has passed a special resolution in its 

general meeting or have obtained the previous approval of the 

Regional Director having jurisdiction over such Nidhi. 

(b) As per the Nidhi Rules, 2014, Nidhi company can enter into an 

agreement for acquiring other company by purchase of its securities 

provided the Nidhi company  has passed a special resolution in its 

general meeting and also obtained the previous approval of the 

Regional Director having jurisdiction over such Nidhi. 

(c) As per the Nidhi Rules, 2014, Nidhi company can enter into an 

agreement for acquiring other company by purchase of its securities 

provided the Nidhi company has passed a special resolution in its 

general meeting and have obtained the previous approval of the 

Registrar of Companies (Roc) having jurisdiction over such Nidhi. 

(d) As per the Nidhi Rules, 2014, Nidhi company can enter into an 

agreement for acquiring other company by purchase of its securities 

provided the Nidhi company  has passed a special resolution in its 

general meeting or have obtained the previous approval of the 

Registrar of Companies (Roc) having jurisdiction over such Nidhi.  

(Nov 21) 

 

Answer 2 

 

The Answer is (b) 

 

Question 3 

 

Adheera Limited, a company incorporated under the Companies Act, 

2013, has not entered into significant accounting transaction during the 

last one financial year. Accordingly, the management of the company was 

thinking to obtain the status of the dormant company under section 455 

of the Companies Act, 2013. The Registrar on the filings made during  the 

last financial year found some irregularities and ordered inspection of the 
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books of 

accounts under section 207 of the Companies Act, 2013. Now the 

management of the Company consults you, to advise on the application 

to be made to Registrar for obtaining the status of the dormant company 

considering the provisions of the Companies Act, 2013. 

(1) The company shall be able to obtain the status of the dormant 

company after passing special resolution to this effect in the 

general meeting of the company. 

(2) The company shall not be able to obtain the status of the 

dormant company as company shall be inactive i.e. not carrying 

significant accounting transactions during the last 2 financial 

years. 

(3) The company shall be able to obtain the status of the dormant 

company after issuing notice to all the shareholders of the 

company for this purpose and obtaining consent of at least 3/4th 

shareholders in value. 

(4) The company shall not be able to obtain the status of the 

dormant company as inspection u/s 207 of the Act is going on 

against the Company. 

(a) Only (3) 

(b) Either (2) or (4) 

(c) Either (1) or (3) 

(d) Both (2) and (4)  

(Nov 21) 

 

Answer 3 

 

The Answer is (c) 
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10.1 

 

Chapter 10 

Compounding of offences, Adjudication, Special Courts 

 

Question 1 

 

In the annual general meeting of XYZ  Ltd., while discussing on the matter of 

retirement  and reappointment of director Mr. X, allegations of fraud and 

financial irregularities were marked against him by some members. This 

resulted into chaos in the meeting. The situation was normal only after the 

Chairman declared about initiating an inquiry against the director Mr. X, 

however, could not be re-appointed in the meeting. The matter was published 

in the newspapers next day. On the basis of such news, whether the court can 

take cognizance of the matter and take action against the director on its own? 

Justify your answer with reference to the provisions of the Companies Act, 

2013. 

(May 20) 

 

Answer 1 

Section 439 of the Companies Act, 2013 provides that offences under the Act 

shall be non- cognizable. As per this section: 

1. Every offence under this Act except the offences referred to in sub section 

(6) of section 212 shall be deemed to be non-cognizable within the 

meaning of the said Code. 

2. No court shall take cognizance of any offence under this Act which is 

alleged to have been committed by any company or any officer thereof, 

except on the complaint in writing of the Registrar, a shareholder, 

member of the company, or of a person authorized by the Central 

Government in that behalf. 

Thus, in the given situation, the court shall not initiate any suo moto action 

against the director Mr. X without receiving any complaint in writing of the 

Registrar of Companies, a shareholder of the company or of a person 

authorized by the Central Government in this behalf. 
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Question 2 

 

Amar is a branch manager in Kismat Bank Ltd. During the course of 

recovery drive initiated by the Bank, Amar collected around 50 lakh 

rupees from the defaulters / non-performing accounts. He did not 

credited the amount so recovered, in the respective borrower’s loan 

account, but kept with himself. Later he absconded along with amount 

so collected. A FIR was lodged by the Bank and the police, after making 

intensive search, caught and arrested him. Chargesheet was issued and 

case was submitted in the court. 

Give the following answers in reference to the Companies Act, 2013: 

(i) In which category, cognizance or non-cognizance, the 

embezzlement of cash by Amar shall be treated? 

 

(ii) Non-cognizable offences are less serious than that of the 

cognizable offences. Do  you agree? Substantiate your plea by 

differentiating between these two. 

 

(iii) Which offences, Special Court cannot deal with? Whether the 

said case can be dealt by the Special court.  

(Nov 21) 

 

Answer 2 

 

(i) Embezzlement of the cash and absconding is a cognizable 

offence which means a police officer can arrest such person 

without the warrant of the magistrate. 

 

(ii) Cognizable Offence: 

“Cognizable offence” means an offence for which, and 

“cognizable case” means a case in which, a police officer may, in 

accordance with the First Schedule or  under any other law for 
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the time being in force, arrest without warrant. 

Non- Cognizable Offence: 

“Non-cognizable offence” means an offence for which, and 
“non-cognizable case” 

means a case in which, a police officer has no authority to arrest 

without warrant. 

Cognizable offences are heinous crimes, whereas non-cognizable 

offences are not so serious. Cognizable offences encompasses 

murder, rape, theft, kidnapping, counterfeiting, etc. whereas the, 

non-cognizable offences include offences like forgery, cheating, 

assault, defamation and so forth. 

By having an overview of the definitions of cognizable  and non-

cognizable offences as stated above, it is clear that in the matter 

of cognizable offences, a police officer have authority to arrest 

any person without warrant, but in case of non-cognizable 

offences, policy office do not have such authority. Therefore 

non-cognizable offences are less serious than that of the 

cognizable offences. 

 

(iii) Section 435 (1) provides that the Central Government may, for 

the purpose of providing speedy trial of offences under this Act, 

except under section 452, by notification, establish or designate 

as many Special Courts as may be necessary. 

Section 452 of the Companies Act, 2013 provides that 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 

authorised 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 one lakh  rupees but which may extend to 

five lakh rupees. 

Hence, as per the provisions of the Companies Act, 2013, the 

Special Court cannot deal with the matters on which section 452 
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applies. In the given case, since the branch manager, after 

collecting the money from the borrowers, absconded [as defined 

as  per section 452(1)(a) & (b)], which comes under the purview 

of section 452, hence  this matter shall not be dealt with by the 

Special Court. 
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Chapter 11 

 National Company Law Tribunal and Appellate Tribunal 

 

Question 1 

Clarks Limited, has made default in filing financial statements and annual 

returns for a continuous period of 4 financial years ending on 31st March, 

2019. The Registrar of Companies having jurisdiction approached the Central 

Government to accord sanction to present a petition to Tribunal (NCLT) for the 

winding up of the company as per the above ground under Section 272 of the 

Companies Act, 2013. 

Examine the validity of the RoC move, explaining the relevant provisions of the 

Companies Act, 2013. State the time limit for passing an order by the Tribunal 

under Section 273 of the Companies Act, 2013 ?  

(Nov 19) 

 

Answer 1 

 

Validity of RoC's action: According to Section 271(d) of the Companies Act, 

2013, a Company may, on a petition under Section 272, be wound up by the 

Tribunal, if the Company has made a default in filing with the Registrar its 

financial statements or annual returns for immediately preceding five 

consecutive financial years. 

In the instant case, the move by RoC to present a petition to Tribunal for the 

winding up of Clarks Limited is not valid as the Company has made default in 

filing financial statements and annual returns for a continuous period of 4 

financial years ending on 31st March, 2019. 

Time limit for passing of an Order under section 273: An order under  section  

273  of the Act shall be made within ninety days from the date of presentation 

of the petition. 
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Question 2 

 

On an application filed from shareholder of Company, Tribunal (NCLT) passed 

an order on 20th December, 2019 without the consent of parties. Mr. Rama 

whose family’s condition was not good so didn’t take much interest in order 

of tribunal but after few days due to aggrieved by an order, he filled an appeal 

before Appellate Tribunal (NCLAT) on 15th March, 2020 showing sufficient 

cause of delay for not filling appeal up to 45 days from the date of order. Even 

after receiving order from  Appellate Tribunal dated 30th April, 2020,  Mr. 

Rama was not satisfied and desires to make application to Supreme Court on 

30th October, 2020. 

Considering the given situation, examine whether Appeal to be filed before the 

Supreme Court will be admissible?  

(Nov 20) 

 

Answer 2 

 

According to Section 423 of the Companies Act, 2013, any person aggrieved 

by an order  of the Appellate Tribunal may prefer an appeal to the Supreme 

Court. 

Every appeal shall be filed within a period of 60 days from the date on which a 

copy of the order of the Appellate Tribunal is made available to the person 

aggrieved and shall be in such form, and accompanied by such fees, as may be 

prescribed. 

Supreme Court may entertain an appeal even after the expiry of the said period 

of 60 days from the date aforesaid, but within a further period not exceeding 

60 days, if it is satisfied that the appellant was prevented by sufficient cause 

from filing the appeal within period. 

In above case, since Mr. Rama even aggrieved by an order of Appellate 

Tribunal desires   to fill an application before Supreme Court on 30th October 

2020. But as Supreme Court can entertain appeal only upto 60 days + 60 Days 

(Extension if sufficient cause). Since  this appeal was to be filled beyond 120 

days by Mr. Rama, so, appeal to  be  filed before the Supreme Court will not 
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be admissible. 

 

Question 3 

 

Creative India Limited owes a sum of ` 2,80,000 to S, who assigns this debt to 

his two creditors, Mr. R – to the  extent  of `  1,40,000  and Mr. M  - to  the  

extent  of ̀   1,40,000. Mr. M makes a demand for his money from the company 

by giving a legal notice. The company could not meet Mr. M’s demand or 

otherwise satisfy him till the expiry of four weeks from the date of notice. Mr. 

M, therefore, moves to NCLT with an application for initiation of Insolvency 

and Bankruptcy Code, 2016, decide whether an application filed by Mr. M can 

be accepted by NCLT.  

(Nov 19) 

 

Answer 3 

 

Financial creditor can initiate corporate insolvency resolution process himself 

or jointly with other   financial  creditors   against  corporate   debtor   on   

default  of  payment   of  debt   of `  1,00,000  or more.  Assignee  of  financial 

debt  is  also financial creditor  as per  section 5 (7) of the IBC, 2016. Mr. M's 

application can be accepted by NCLT if company fails to pay debt within 

stipulated time. Application should be supported with a copy of the 

assignment   or transfer agreement and other relevant documents as  may be 

required  to  demonstrate the assignment or transfer. 
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Chapter 12 

 Corporate Secretarial Practice–Drafting of Notices, 

Resolutions, Minutes and Reports 

 

Question 1 

 

Draft a Specimen Board Resolution passed in the meeting of the Board of 

Directors of a recently incorporated BLM Limited for obtaining Goods and 

Service Tax (GST) Registration in the GST System Portal.  

(Nov 19) 

 

Answer 1 

 

Resolution passed at the meeting of Board of Directors of BLM Limited held at 

its registered office situated  ----------------------   on ----------------,  2019 at

 A.M. 

RESOLVED  THAT  the  Board  do hereby appoint Mr. --------- Director of the 

company 

as Authorized Signatory for enrolment of the Company on the Goods and  

Service  Tax (GST) System Portal and to sign (physically or digitally as and when 

required) and submit various documents electronically and/or physically and 

to make applications, communications, representations, modifications or 

alterations and to give explanations on behalf of the Company before the 

Central GST and/or the concerned State GST authorities as and when required. 

FURTHER RESOLVED THAT Mr. ______, Director of the company be and is 

hereby authorized to represent  the Company and to  take  necessary actions 

on all  issues  related to goods and service tax including but not limited to 

presenting documents/records etc. on behalf of the Company representing for 

registration of the Company and also to make any alterations, additions, 

corrections, to the documents, papers, forms, etc., filed with tax authorities 

and to provide explanations as and when required. FURTHER RESOLVED THAT 
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Mr. ------------, Director of the company be and is hereby authorized on behalf 

of the company to sign the returns, documents, letters, correspondences etc. 

physically/digitally and to represent on behalf of the company, for 

assessments, appeals or otherwise before the goods and service tax 

authorities as and  when required. 

 

Question 2 

 

Draft a Board Resolution of disclosure of interest by Mr. J, director of ABC Ltd. 

in a proposed contract to be entered into with M/s APL & Co. in which, such 

director is a partner.  

(May 20) 

 

Answer 2 

 

Board Resolution of disclosure of Interest U/s 184 

Resolved that pursuant to section 184(1) of the Companies Act, 2013 read 

with Rule 9(1)  of the Companies (Meetings of Board and its powers) Rules, 

2014 , and other applicable provisions of the Companies Act, 2013, the 

general notice of disclosure of interest or concern in Form MBP-1 received 

from Mr. J, Director of the company, as  placed before  the meeting, be and 

hereby noted and taken on record by the Board. 

Resolved further that Mr. J, Director of the company, and Mr -- Company 

Secretary 

of the company be and hereby severally authorized to make necessary entries 

in the register maintained for the purpose. 

Further resolved that Mr ------------- Company secretary and Mr. J director of 

the company, 

be and are severally authorised to affix his/ her DSC and file e-form MGT-14 

with the  ROC. 
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Chapter 13 

 The Securities Exchange Board of India Act, 1992 

 

Question 1 

 

Mr. Zubin (Member of SEBI) was adjudged as an insolvent  by  the  Adjudicating  

authority. As of that, a group of complainants have alleged that Mr. Zubin while 

rendering of his services  in office may be biased in the performance  of his 

duties.  Working in such a state  of position by him, may be detrimental to the 

public interest  and so  should  be  removed from his office. Advise in the given 

situation, the tenability of maintenance of  complaint against Mr. Zubin.  

(Nov 19) 

 

Answer 1 

 

Removal of Member of the SEBI (Section 6 of the Securities and Exchange 

Board of India Act, 1992) 

According to section 6 of the Securities and Exchange Board of India Act, 1992, 

the Central Government shall have the power to remove a member appointed 

to the Board, if he: 

(i) is, or at any time has been adjudicated as insolvent; 

(ii) is of unsound mind and stands so declared by a competent court; 

(iii) has been convicted of an offence which, in the opinion of the Central 

Government, involves a moral turpitude. 

(iv) has, in the opinion of the Central Government so abused his position as to 

render his continuance in office detrimental to the public interest.  

Before removing a member, he will be given a reasonable opportunity  of 

being heard  in the matter. 

In the present case, a group of  complainants have  alleged that  Mr. Zubin, a 

member of the SEBI is being adjudicated as an insolvent. His state of position 
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may effect on rendering of his services in a biased manner. This may be 

unfavorable to the public interest and so should be removed from his office. 

Here, above complainants may approach the Central Government for removal 

of Mr. Zubin, and if the Central Government is of the opinion that Mr. Zubin 

was not competent in rendering of his services/duties in a office as a member 

of the  Board. The Central Government may remove Mr. Zubin from his office 

in compliance with the said provision. 

 

Question 2 

 

SEBI on an complaint of Mr. KG enquires that  Mr. Mehta, a Chief Executive 

Officer of the  X Company, on the basis of unpublished price sensitive 

information, has been indulged in the trading of the securities of that 

company. Examine, on the basis of the said finding, what action SEBI can take 

against Mr. Mehta under the Securities and Exchange Board of India Act, 

1992.  

(May 20) 

 

Answer 2 

 

Section 15G of the Securities and Exchange Board of India (SEBI) Act, 1992 

deals with penalty for Insider Trading. According to this, if any insider 

(i) either on his own behalf or on behalf of any other person, deals in 

securities of a body corporate on any stock exchange on the basis of any 

unpublished price sensitive information; or 

(ii) communicates any unpublished price sensitive information to any 

person, with or without his request for such information except as 

required in the ordinary cause of business or under any law, or 

(iii) counsels or procures for, any other person to deal in any securities of any 

body corporate on the basis of unpublished price sensitive information, 

shall be liable to a penalty of minimum ` 10 lacs which may extend upto 

twenty-five crore rupees or three times the amount of profits made out of 

insider trading, whichever is higher. As such SEBI can, after following the 

prescribed procedure, impose a penalty on Mr. Mehta. The maximum 
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penalty that SEBI can impose is Rupees twenty-five crores or three times the 

amount of profits made out of insider trading, whichever is higher. 

 

Question 3 

 

The composition of Audit Committee of MKBTC Limited, an unlisted Public  

Company, as  on 31-3-2019 comprised of 7 Directors including 4 Independent 

Directors. The majority of the members of the Audit Committee has the 

ability to read and understand the financial statements but none of them has 

accounting or related financial management expertise. The Company listed 

its Securities in a recognized Stock Exchange in the month of August 2019. 

Referring to the regulations of Securities and Exchange Board of India [Listing 

Obligations and Disclosure Requirements] Regulations 2015, decide whether 

the existing Audit Committee can continue after listing of its Securities?  

(Nov 20) 

 

Answer 3 

 

Audit Committee: According to Regulation 18 of SEBI (Listing Obligations and 

Disclosure Requirements) Regulations, 2015, every listed entity shall 

constitute a qualified and independent audit committee which shall have: 

(a) Minimum three directors as members. 

(b) Two-thirds of the members of audit committee shall be independent 

directors. 

(c) All members of audit committee shall be financially literate and at least 

one member shall have accounting or related financial management 

expertise. 

As per the facts of the question, MKBTC Limited, listed its securities in a 

recognised Stock Exchange in the month of August, 2019. In order to comply 

with the requirements of SEBI (Listing Obligations and Disclosure 

Requirements) Regulations, 2015, the company requires to do the following: 

(i) The audit committee of MKBTC Limited already has 7 directors as  
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members, which  is in compliance. 

(ii) The audit committee has 4 directors as independent directors. However, 

once the company gets listed, at least 5 [7*(2/3)] directors shall be 

independent directors.  Thus, they need to change the composition of 

audit committee once the company gets listed on stock exchange. 

(iii) In the existing audit committee though majority of the members have the 

ability  to read and understand the financial statement but none of them 

has accounting or related financial management expertise. However, once 

the company gets listed it is required that all members of audit committee 

shall be financially literate and at least one member shall have accounting 

or related financial management expertise.  Hence, it is required that the 

company should appoint at least one member in the audit committee who 

shall have accounting or related financial management expertise. 

In view of above, the existing audit committee cannot continue after listing 

of its securities. 

 

Question 4 

 

Mr. Ingenious, who is registered as an Intermediary fails to  enter into  an 

agreement with his client and hence penalised by SEBI under the SEBI Act  

1992.  Advise Mr. Ingenious  as to what remedies are available to him against 

the order of SEBI.  

(May 21) 

 

Answer 4 

 

Remedies against SEBI order: Section 15B of the Securities and Exchange 

Board of  India Act, 1992 lays down that if any person, who is registered as an 

intermediary and is required under this Act or any rules or regulations made 

there under, to enter into an agreement with his client, fails to enter into such 

agreement, he shall be liable to a penalty of one lakh rupees for each day 

during which such failure continues or one crore rupees, whichever is less. 

Mr. Ingenious has been penalised under the above mentioned provision. Two 
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remedies are available to Mr. Ingenious in this matter:- 

(i) Appeal to the Securities Appellate Tribunal: Section 15T of the SEBI Act, 

1992 states that any person aggrieved,— 

(a) by an order of the Board made, on and after the commencement of the 

Securities Laws (Second Amendment) Act, 1999, under this Act, or the 

rules or regulations made thereunder; or 

(b) by an order made by an adjudicating officer under this Act; or by an order 

of the Insurance Regulatory and Development Authority or the Pension 

Fund  Regulatory and Development Authority, may prefer an appeal to  a 

Securities Appellate Tribunal having jurisdiction in the matter. 

Every appeal shall be filed within a period of forty-five days from the date 

on which a copy of the order made by the Board or the Adjudicating Officer 

or the Insurance Regulatory and Development Authority or the Pension 

Fund Regulatory and Development Authority, as the case may be, is 

received by him and it shall be in such form and be accompanied by such 

fee as may be prescribed : 

Provided that the Securities Appellate Tribunal may entertain an appeal 

after the expiry of the said period of forty-five days if it is satisfied that there 

was sufficient cause for not filing it within that period. 

On receipt of an appeal under sub-section (1), the Securities Appellate 

Tribunal may, after giving the parties to the appeal, an opportunity of being 

heard, pass such orders thereon as it thinks fit, confirming, modifying or 

setting aside the order appealed against. 

The Securities Appellate Tribunal shall send a copy of every order made by 

it to the Board, or the Insurance Regulatory and Development Authority or 

the Pension Fund Regulatory and Development Authority, as the case may 

be the parties to the appeal and to the concerned Adjudicating Officer. 

The appeal filed before the Securities Appellate Tribunal under sub-

section (1) shall be dealt with by it as expeditiously as possible and 

endeavor shall be made by it to dispose of the appeal finally within six 

months from the date of receipt of the appeal. 

(ii) Appeal to the Supreme Court: Section 15Z of the SEBI Act, 1992 provides 

that any person aggrieved by any decision or order of the Securities  

Appellate Tribunal may file an appeal to the Supreme Court within 60 days 

from the date  of  communication  of the decision or order to him on any 

question of fact or law arising out of such order. The Supreme Court may, 
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if it is satisfied that the appellant was prevented by sufficient cause from 

filing the appeal within the said period, allow it to be filed within a further 

period not exceeding 60 days. 

 

Question 5 

 

Perfect Tyres Ltd. was incorporated in January, 2019 and came out with 

its first IPO in the month of May 2020. The company’s shares were listed 
on the BSE and NSE after successful completion of the IPO and allotment 

of equity shares made to the investors. 

The Chairperson of the Board of Directors is a non-executive director. 

There are 13 directors, out of which one is woman director. 

Based on the stated facts in the light of the relevant law, advise on the 

following issues: 

(i) where if after listing of the shares, the total number of directors 

on the board are 13. Out of which, one is woman director. What 

shall be the required number of independent directors in the 

company. 

(ii) If the Board of directors do not have regular non-executive 

director, then what shall  be the required number of independent 

directors in the Board in the said case.] 

(Nov 21) 

 

Answer 5 

 

(i) As per Regulation 17  of  the SEBI(LODR) Regulations, 2015,  the 

composition of  board of directors of the listed entity shall be as 

follows: 

(a) board of directors shall have an optimum combination of 

executive and nonexecutive directors with at least one 

woman director and not less than fifty per cent. of the board 

of directors shall comprise of non-executive directors; 

(b) where the chairperson of the board of directors is a non-

executive director, at least one-third of the board of 
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directors shall comprise of independent directors and where 

the listed entity does not have a regular non-executive 

chairperson,  at least half of the board of directors shall 

comprise of independent directors. 

Any fraction in number, shall be rounded off to the nearest 

number. 

So one-third of 13 comes to 4.33, rounded off to 5. So at least 

5 independent directors should be there. 

(ii) In line with above clause (b) of part (i), where the listed entity does 

not have a regular non-executive chairperson, at least half of the 

board of directors shall comprise of independent directors. 

So one-half of 13 comes to 6.5, rounded off to 7. So at least 7 

independent directors should be there. 
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Chapter 14 

 The Foreign Exchange Management Act, 1999 

 

Question 1 

 

Mr. Ram had resided in India during the Financial Year 2017-2018 for less than 

183 days.  He again came to India on 1st May, 2018 for higher studies and 

business and stayed upto 15th July, 2019. State the correct answer as to  the 

residential  status  of Mr. Ram in the light of the given fact as per the Foreign 

Exchange Management Act, 1999. 

(1) Mr. Ram can be considered as 'Person resident in India' during the 

financial year 2018-2019 

(2) Mr. Ram cannot be considered as ‘Person resident in India' during the 
financial year 2018-2019 

(3) Mr. Ram can be considered as ‘Person resident in India' during the 
financial year 

2019-2020 

(a) Both the  statement (1)  & (3)  are correct 

(b) Both the  statement (2)  & (3)  are correct 

(c) Only statement  (1)  is correct 

(d) Only statement  (2)  is correct 

(Nov 19) 

 

Answer 1 

 

The answer is (b). 

 

Question 2 

 

Mr. Daksh, an Indian National desires to obtain foreign exchange  for  the  
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following purposes: 

(i) Payment to be made for securing health insurance from a company 

abroad. 

(ii) Payment of commission on exports under Rupee State Credit Route.  

Advise whether he can get foreign exchange and if so, under what condition?  

(Nov 19) 

 

Answer 2 

 

Any person may sell or draw foreign exchange to or from an authorized person  

if such sale or drawal is a current account transaction. However, the Central 

Government may in public interest and in consultation with the RBI, impose 

such reasonable restrictions for current account transactions as may be 

prescribed (Section 5). The Central Government has framed Foreign Exchange 

Management (Current Account Transactions) Rules, 2000. 

The Rules stipulate some prohibitions and restrictions on drawal of foreign 

exchange for certain purposes. In the light of provisions  of these  rules, the 

answer to  the given  problem  is as follows: 

(i) Drawl of foreign exchange for securing health insurance from a company 

abroad does not fall under any of the Schedules I, II or Ill. Therefore, such 

a transaction is permitted without any restriction or condition. 

(ii) Rule 3 read with Schedule I of Foreign Exchange Management (Current 

Account Transactions) Rules, 2000 prohibits payment of commission on 

exports under Rupees State Credit Route (except commission upto 10% of 

invoice value  of exports  of tea  and tobacco). Therefore, payment of 

commission on exports  under  Rupee  State Credit Route is prohibited 

unless such commission is paid for export of tea and tobacco, and the 

commission does not exceed 10% of invoice value of exports. 

 

Question 3 

 

Mr. V, brother of Mr. R, is a resident of Singapore and he owns an immovable 

property in Chennai which he inherited from his father, who was a resident 
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of India, Can Mr. V continue to hold the property? 

(a) No, he cannot hold transfer or invest In India, since he is resident outside 

India. 

(b) Yes, he can continue to hold in India, since he is person of India Origin and 

the property is located in India 

(c) Yes, he can continue to hold the property, since this was inherited from a 

person who was resident in India. 

(d) Yes, he can continue to hold the property, since his brother (Mr. R) uses 

the property whenever he travels to Chennai. 

(May 20) 

 

Answer 3 

 

The answer is (c). 

 

Question 4 

 

Enumerate the given situations in the light of the term defined as Current 

Account Transaction under FEMA. 

(a) An Indian resident imports machinery from a vendor in UK for installing 

in his factory. 

(b) An Indian resident imports machinery from a vendor in UK for installing 

in his factory on a credit period of 3 months. 

(c) An Indian resident transfers US$ 1,000 to his NRI brother in New York as 

“gift”. The funds are sent from resident’s Indian bank account to the NRI 

brother’s bank account in New York. 

 

(May 20) 

 

Answer 4 
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(a) An Indian resident imports machinery from a vendor in UK for installing 

in his factory. 

Answer: As per accounts and income-tax law, machinery is a “capital 
expenditure”. However, under FEMA, it does not alter (create) an asset in 

India for the UK vendor.  It does not create any liability to a UK vendor for 

the Indian importer. Once the payment is made, the Indian resident or the 

UK vendor neither owns nor owes anything in the other country. Hence, 

the said transaction, is a Current Account Transaction. 

(b) An Indian resident imports machinery from a vendor in UK for installing 

in his factory on a credit period of 3 months. 

Answer: As per accounts and income-tax law, for the credit period of 3 

months, there is a liability of the Indian importer to the UK vendor. 

Technically under FEMA also, it  is a liability outside India. However, under 

definition of Current Account Transaction [S. 2(j)(i)], “short-term banking 

and credit facilities in the ordinary course of business” are considered as a 

Current Account Transaction. Hence import of machinery on credit terms 

is Current Account Transaction. 

(c) An Indian resident transfers US$ 1,000 to his NRI brother in New York as 

“gift”. The funds are sent from resident’s Indian bank account to the NRI 
brother’s bank account in New York. 

Answer: Under accounts and income-tax law, gift is a “capital receipt”. 
However, under FEMA, once the gift is accepted by the NRI, no one owns or 

owes anything to anyone in India or USA. The transactions is over. Hence it 

is a Current Account Transaction. 

 

Question 5 

 

Mr. X, a resident of India planned a tour of 15 days to visit Paris  and to meet 

his niece  living there. While returning to India, Mr. X was carrying with him 

INR 30,000. Her niece  told him that limit is marked on bringing Indian 

currency notes at the time of return to India. Identify the correct limit : 

(a) INR 2000 
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(b) INR 5000 

(c) INR 10,000 

(d) INR 25,000 

(May 21) 

 

Answer 5 

 

The answer is (d). 

 

Question 6 

 

A foreign tourist comes to India and he purchases a antiques from  a  shop. 

He  would like to pay US$ 30 in cash to the shopkeeper. Comment in the light 

of the FEMA, whether shopkeeper is permitted to accept foreign currency?  

(May 21) 

 

Answer 6 

 

As per section 3 of the FEMA, save as otherwise provided in this Act, rules or 

regulations made thereunder, or with the general or special permission of the 

Reserve Bank, no person shall receive otherwise than through an authorised 

person, any payment by order or on behalf of any person resident outside 

India in any manner. 

Where any person in, or resident in, India receives any payment by order or 

on behalf of any person resident outside India through any other person 

(including an authorised person) without a corresponding inward remittance 

from any place outside India, then,  such person shall be deemed to have 

received such payment otherwise than through an authorised person; Here 

in the given case, the foreign tourist wanted to pay foreign currency in cash 

on purchase of antiques to shopkeeper which as per section 3, is not 

permissible to any person to receive any payment by order or on behalf of 

any person resident outside India  in any manner except received through an 
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authorised person. Therefore, the Shopkeeper cannot accept cash as it will 

be a receipt otherwise than through Authorised Person except where the 

shopkeeper have taken a money changers license to accept foreign currency. 
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Chapter 15 

 The Prevention of Money Laundering Act, 2002 

 

Question 1 

Mr. Ram gave two of his friends’ cash amount of ` two lakh each for their 

business  purposes. Later at the time of return, he asked both of them, in lieu 

of the same, to buy his product via credit card and online transfers in 

installments through next couple of months’ time for which he issued bills to 

adjust the amount in his account books. 

Does this payment system through credit card and online transfer mode are 

covered under Money Laundering Act? 

(a) No, because payment are made through credit cards & being an online 

transfers, it’s 

a genuine transaction. 

(b) Yes, money laundering transactions done via credit card and online 

payments comes under the Prevention of Money Laundering Act 

(c) No, it is not money laundering as none of Mr. Ram friends are benefiting 

from this transaction. 

(d) No, because the transactions are not done with shell companies. 

 

(Nov 19) 

 

Answer 1 

 

The answer is (b). 

 

Question 2 

 

Neeraj was given an offer by a company vendor to disclose him the lowest bid 
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quoted by other vendors. Neeraj accessed the computer of his Executive 

Director and passed on the lowest quotation to the vendor and thus helped 

him in quoting the  lowest  among all  the bids. Examine and analyse the 

situation and conclude how Neeraj will be held liable under Prevention of 

Money Laundering Act?  

 

(Nov 19) 

 

Answer 2 

 

In the given instance, Neeraj is liable for the commission of scheduled offence 

specified under Part A Para 22 of the PMLA, 2002. He is liable for an  offence  

committed under section 72 of the Information Technology Act,  2000. It  

provides  for  the offence for  breach of confidentiality and privacy without 

consent of the person concerned. 

Here as per the stated facts, Neeraj acted without consent of the concerned 

person i.e. his executive director and accessed the electronic records and 

passed on the  official  information to the vendor, thus leading to the breach 

of confidentiality & privacy of the company. This sharing of confidential 

information can produce large profits &  ill  gotten gains to Mr. Neeraj. Thus 

his involvement is connected with the obtaining of profits from proceeds of 

crime. Therefore, he is liable under sections 3 and 4 of the PMLA, 2002 which 

provides rigorous imprisonment for a term which shall not be less than 3 years, 

but which may extend to 7 years and shall be liable to fine. 

 

Question 3 

 

Which of the following terms are not included within arrangements entered 

into by the Central Government with another country, in relation to 

reciprocal arrangements under PMLA, 2002? 

(a) Enforcement of the provisions of PMLA, 2002 

(b) Prevention of offence in India under the corresponding PMLA law in force 

in the other country 
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(c) Exchange the history of person if it is wilful offender under the PMLA on 

annual basis. 

(d) Exchange information to prevent any offence under PMLA, 2002.  

(May 20) 

 

Answer 3 

 

The answer is (c). 

 

Question 4 

 

Mr. X was found to be guilty of offence of money-laundering by being 

involved in an activity connected with proceeds of crime. Adjudicating 

Authority(AA) as per findings confirmed the attachment of the property and 

ordered for the investigation. The investigation was initiated by the AA on 

1st February, 2019. The attachment of the property of Mr. X was still  to be 

continued by 31st January 2020. Enumerate in the given situation the validity 

of the attachment period.  

(May 20) 

 

Answer 4 

 

Order for attachment/retention of property etc.: As per section 8 of the 

PMLA, 2002, where the Adjudicating Authority decides that any property is 

involved in money- laundering, he shall, by an order in writing, confirm the 

attachment of the property or retention of property or record seized or 

frozen under section 17 or section 18 and record   a finding to that effect. 

Period for attachment, retention, or freezing of the seized or frozen 

property or record: Whereupon such attachment, retention, or freezing of 

the seized or frozen  property or record, AA shall— 

(a) continue during investigation, for a period not exceeding three hundred 

and sixty-five days or the pendency of the proceedings relating to any 
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offence under this Act before a court or under the corresponding law of 

any other country, before the competent court of criminal jurisdiction 

outside India, as the case may be; and 

(b) become final after an order of confiscation is passed under section 8(7) 

or section  8(5) or section 58B or section 60(2A) by the Special Court . 

For the purposes of computing the period of three hundred and sixty-five 

days under clause (a), the period during which the investigation is stayed 

by any court under any law for the time being in force shall be excluded. 

Accordingly, the attachment of the property of Mr. X to be continued by 31st 

January 2020  is valid as it is within 365 days from the date of order of the 

investigation by the Adjudicating Authority. 

 

Question 5 

 

Mr. Kamal is accused of an offence as mentioned in Part B of Schedule to the 

PMLA, 2002. What must be the minimum amount of the offence for which 

Mr. Kamal is accused of? 

(a) INR 25 Lakhs 

(b) INR 50 Lakhs 

(c) INR 100 Lakhs 

(d) INR 75 Lakhs 

(Nov 20) 

 

Answer 5 

 

The answer is (c). 

 

Question 6 

 

Mr. Kunal used his car for smuggling cash and for  other  illegal activities. On 

trial before  the Special Court, it was found that an offence of money 
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laundering was committed by Mr. 'Kunal'. Also found that the car was under 

hypothecation to a Bank for the car loan obtained. Referring to provisions of 

the PMLA, 2002, examine whether the car can be confiscated in the light of 

the given situation? 

 

(Nov 20) 

 

Answer 6 

 

Vesting of property in Central Government [Section 9]: Where an order of 

confiscation has been made under section 8(5) or section 8(7) or section 58B 

or section 60(2A) of PMLA, 2002 in respect of any property of a person, all 

the rights and title in such property shall vest absolutely in the Central 

Government free from all encumbrances. 

However, where the Special Court or the Adjudicating Authority, as the case 

may be, after giving an opportunity of being heard to any other person 

interested in the property attached under this Chapter, or seized or frozen, is 

of the opinion that any encumbrance on the  property or lease-hold interest 

has been created with a view to defeat the provisions of this Chapter, it may, 

by order, declare such encumbrance or lease-hold interest to be void and 

thereupon the aforesaid property shall vest in the Central Government free 

from such encumbrances or lease-hold interest. 

In the instant case, Mr. Kunal used his car for smuggling cash and for other 

illegal activities for committing of an offence under the purview of the 

Prevention of Money Laundering Act. The Special Court found on conclusion 

of trial that an offence of money laundering was committed by Mr. Kunal. The 

car was under hypothecation with the bank for the car loan obtained. As the 

encumbrance on the car has been created to defeat the provisions and special 

court may order to declare such encumbrance to be void and therefore the car 

can be confiscated and shall vest in the Central Government. 
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Question 7 

 

Mr. Ramesh Kulkarni conducts private tuition classes from his residence. It 

was alleged by the Enforcement Directorate that Mr. Kulkarni has under 

reported his income and collected income in tax and used the proceeds to 

purchase a house property in Marol, Mumbai. The ED officers through written 

orders provisionally attached the properties on suspicion of it being derived 

from the proceeds of crime. Comment on the validity of the provisional 

attachment on the order issued by the ED officers.   

(Nov 20) 

 

Answer 7 

 

As per Section 5(5) of the Prevention of Money Laundering Act, 2002, the 

Director or any other officer who provisionally attaches any property under 

sub-section (1) shall, within a period of thirty days from such attachment, file 

a complaint stating the facts of such attachment before the Adjudicating 

Authority. 

As per Section 8(4) of the Prevention of Money Laundering Act, 2002, where 

the provisional order of attachment made under sub-section (1) of section 5 

has been confirmed under sub-section (3), the Director or any other officer 

authorised by him in this behalf shall forthwith take the possession of the 

property attached under section 5 or frozen under sub-section (lA) of section 

17, in such manner as may be prescribed. Accordingly , the Director is to file 

a petition with the Adjudicating Authority within 30 days of attachment. After 

order of attachment is confirmed, the Director take possession of the 

attached property. 

 

Question 8 

 

Proceedings under the Prevention of Money Laundering Act, 2002 were 

initiated against Mr. Suraj. Through an order, property of  Mr. Suraj  has been 

attached under section 8. Mr. Suraj Preferred an appeal to the Appellate 

Tribunal. Mr. Suraj is adjudicated an insolvent during the pendency of the 
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appeal. What will happen to the proceedings initiated under PMLA in the 

given case? 

(a) Proceedings will be dispensed with 

(b) His legal representatives will continue proceedings before the Appellate 

Tribunal 

(c) The official assignee or the official receiver, as the case may be, continue 

the appeal before the Appellate Tribunal. 

(d) Creditors will continue the proceedings before the Appellate Tribunal 

(May 21) 

 

Answer 8 

 

The answer is (c). 

 

Question 9 

 

Comment upon nature of offence committed under the Prevention of Money 

Laundering Act? In the case, a spouse sold their property in 175 lakh to Mr. Y. 

In lieu of the sale, they obtained amount 100 lakh through RTGS in his account 

and rest amount of 75  lakh  in  cash which he transferred to wife’s offshore 
bank account . Examine the liability of the spouse in the given case in the light 

of the PMLA, 2002. Also state whether they will be liable to be released on 

bail.  

(May 21) 

 

Answer 9 

 

Nature of offence committed under the Act: Section 45 of the PMLA, 2002, 

provides that the offences under the Act shall be cognizable and non-

bailable. Person accused of  an offence under this Act shall not be released 

on bail or on his own bond unless- 

(i) The Public Prosecutor has been given an opportunity to oppose the 

application for such release and 
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(ii) Where the Public Prosecutor opposes the application, the court is 

satisfied that there are reasonable grounds for believing that he is not 

guilty of such offence and that he is not likely to commit any offence while 

on bail. 

Exceptions: In case of any person who is under the age of 16 years or in case 

of a woman or in case of a sick or infirm or is accused either on his own or along 

with other co-accused of money-laundering a sum of less than one crore 

rupees, may be released on bail, if the Special Court so directs. As per the said 

section the spouse, are liable for commission of an offence of money 

laundering by transferring an unaccounted money obtained through sale  of  

their property to an offshore bank account of his wife with an intent to evade 

tax. As the husband and his wife, i.e., the spouse jointly acted in the 

commission of the act of money-laundering of a sum less than one crore 

rupees (75 lakh which was paid in cash), so the wife may be released on bail, 

if the Special Court so directs. Whereas the Husband shall be released  on 

bail/on his own bond only on compliance with above stated provision. 

 

Question 10 

 

Sudip of Jaipur was posted as Tehsildar in a Tehsil Headquarter near Jaipur. 

After a year  of his joining he purchased a ready built house in Jaipur in the 

name of his wife. He ostensibly shown the business income of his wife and 

availed loan of 90% of the value of house from a bank and also gave a 

guarantee of house loan. 

The Bank in this case, did not ensured the business activity of his wife, (address 

of business place, Income tax Return filed, how long she is doing business etc.) 

and solely relying that Sudip is giving the guarantee, it sanctioned the loan. 

After availing the loan, he continued to deposit some amount in the house 

loan account of his wife, regularly (apart from the EMI) and within a year, 

liquidated the loan account. One of the employee in his office made 

compliant to ED of taking of bribe/commission by him   on regular basis and 

so liquidating the account in just a year. 

Examine whether Sudip was involved in the money laundering activity i n the 

light of the given facts.  

(Nov 21) 
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Answer 10 

 

As per the Section 3 of the Prevention of Money Laundering Act - 

Whosoever directly or indirectly attempts to indulge or knowingly assists 

or knowingly is a party or is actually involved in any process or activity 

connected with the proceeds of crime including its concealment, 

possession, acquisition or use and 

projecting or claiming it as untainted property shall be guilty of offence of 

money- laundering. 

The process or activity connected with proceeds of crime is a continuing 

activity and continues till such time a person is directly or indirectly 

enjoying the proceeds of crime by its concealment or possession or 

acquisition or use or  projecting it as  untainted property  or claiming it as 

untainted property in any manner whatsoever. 

Section 2(1)(u) “proceeds of crime” means any property derived or 

obtained, directly or indirectly, by any person as a result of criminal activity 

relating to a scheduled offence or the value of any such property or where 

such property is taken or held outside the country, then the property 

equivalent in value held within the country or abroad; 

Section 2(1)(y) of the PML Act provides that – 

“scheduled offence” means— (i) the offences specified under Part A of the 

Schedule; 

Under Schedule -Part A - Paragraph 8: Offences under the Prevention of 

Corruption Act, 1988 specifies Section 7- Offence relating to public servant 

being bribed. 

In the light of the above mentioned sections, act of Sudip is a case of money 

laundering 

i.e. converting of black income earned through bribe and efforts in 

converting it into white money and raising the house loan in the name of 

wife. 
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Chapter 16 

 Foreign Contribution Regulation Act, 2010 

Question 1 

 

A foreign company, Max Ltd. was established by few Indians in  Singapore.  The 

management of the company used to donate a huge amount to the religious 

trust, in Mumbai, India. Enumerate in the given situation in the light of the 

Foreign Contribution and Regulation Act,  2010 whether  the donation so made 

by Max Ltd.  is a foreign contribution?  Is the acceptance of such donation by 

the Religious trust is valid?  

(Nov 19) 

 

Answer 1 

 

As per the definition of Foreign Contribution given in section  2(1)(h)  of  FCRA  

2010, "Foreign contribution” means the donation, delivery or transfer made  

by  any  foreign source,- 

(i) of any article, (except given  as a  gift for  personal use), if the market value,  

in India,   of such article, on the date of such gift, is not more than such 

sum as may be specified from time to time, by the Central Government by 

the rules made by it in this behalf: 

(ii) of any currency, whether Indian or foreign; security and includes any 

foreign security under the Foreign Exchange Management Act,1999 

As per explanation to the section, a  donation,  delivery  or  transfer  of any  

article, currency or foreign security so referred to in this clause by any person 

who has received it from any foreign source, either directly or through one or 

more persons, shall also be deemed to be foreign contribution within the 

meaning of this clause. 

Whereas the foreign source as per the definition given  in section 2(j) of the 

FCRA includes   a foreign company. Since the Max Ltd. is a foreign company, 

so donation made by the Max Ltd is a foreign contribution for the religious 
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and charitable purpose. 

Whereas, Religious Trust can accept foreign contribution with prior 

permission of Central Government, if it is not registered under the FCRA But 

where if the Religious trust is registered under the FCRA [section 11 of FCRA 

2010], it may accept  the  foreign contribution within the limit without seeking 

prior permission. 

 

Question 2 

 

Which among the following is legally acceptable permissible source for 

funding overseas direct investment : 

(a) Proceeds of External Commercial Borrowings 

(b) Proceeds of Real estate business 

(c) Proceeds of Banking business 

(d) Proceeds of foreign currency funds raised through other than ADR / GDR 

issues 

 

(May 20) 

 

Answer 2 

 

The answer is (a). 

 

Question 3 

 

Bhrat Ltd. is a subsidiary of Global Ltd., which is a MNC registered in 

Hongkong. The Bhrat Ltd. had obtained the permission to receive foreign 

contribution in a designated account in the SBI. Later it was discovered that 

the obtained foreign contribution were deposited in other account for its 

functioning. Advise on the given situation as to depositing of the amount of 

foreign contribution from designated account to any other  account. And  

state the duty of the bank on the said transactions made?  
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(May 20) 

 

 

 

Answer 3 

 

Every person who has been granted a certificate or given prior permission 

shall receive foreign contribution in a single account only through such one 

of  the branches of  a  bank as he may specify in his application for grant of 

certificate. However, person may open one or more accounts in one or more 

banks for utilising the foreign contribution received by  him. No funds other 

than foreign contribution shall be received or deposited in  such account or 

accounts. 

Every bank or authorised person in foreign exchange shall report to such 

authority as may be specified — 

(a) prescribed amount of foreign remittance; 

(b) the source and manner in which the foreign remittance was received; 

and 

(c) other particulars, in such form and manner as may be prescribed. 

As per the above stated provisions, Foreign contributions should be received 

only in the branch of Bank as specified in the application for grant of 

registration certificate. If permission is obtained to receive foreign 

contribution in a designated account, and depositing the same in other 

account, is an offence. However, for util isation of the funds, one or more 

banks are permissible [proviso to section 17(1) of FCRA, 2010]. 

Obligations of Bank receiving foreign contribution of its customer 

According to Rule 16 of FCR, Rule 2011, the bank shall report to the Central 

Government within forty-eight hours any transaction in respect of receipt or 

utilisation of any foreign contribution by any person whether or not such 

person is registered or granted prior permission under the Act. 

 

Question 4 
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Anna, a foreign citizen has made donations in kind to various individuals of 

Indian resident for their personal use. When shall such donation in kind will 

be excluded from the definition of Foreign Contribution considering the 

provisions of Foreign Contribution (Regulation) Act, 2010? 

(a) If the market value, in India, of such article, on the date of such gift, is 

more than` 1,00,000 but less than 5,00,000. 

(b) If the market value, in India, of such article, on the date of such gift, is 

more than` 500,000 but less than 10,00,000. 

(c) Any donation in kind given for personal use is always excluded. 

(d) If the market value, in India, of such article, on the date of such gift, is 

not more than` 100,000. 

 

(Nov 20) 

 

Answer 4 

 

The answer is (d). 

 

Question 5 

 

XYZ Foundation, a society registered under the Societies Registration Act, 

1860, has received foreign contribution from a Mala Company LLC, a 

company incorporated in Singapore. XYZ Foundation deposited the amount 

of foreign contribution in a bank and earned interest on it. XYZ Foundation 

desires to invest maturity proceeds from deposits in mutual funds. You are 

required to advise whether XYZ Foundation is allowed to make such 

investment considering the provisions of the Foreign Contribution 

(Regulation) Act, 2010 (Note: XYZ Foundation has obtained certificate of 

registration under section 11 of the Act).  

(Nov 20) 
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Answer 5 

 

As per the explanation 2 to the definition of the Foreign Contribution under 

the Act, the interest accrued on the foreign contribution deposited in any 

bank referred to in section 17(1) or any other income derived from the 

foreign contribution or  interest thereon shall also be deemed to be foreign 

contribution within the meaning of this clause. 

Further as per section 8 of the Act, every person, who is registered and granted 

a certificate or given prior permission under this Act and receives any foreign 

contribution, shall utilise such contribution for the purpose for which the 

contribution has been received. 

Provided that any foreign contribution or any income arising out of it shall not 

be used for speculative business, where as speculative business includes 

investment in mutual fund. XYZ Foundation cannot use the contribution as well 

as the interest component for the Investment in Mutual Fund. 

 

Question 6 

 

X, is an association having registration to transfer the Foreign Contribution 

received by it   to another organization? Is this the valid act of X? If yes, then  

what is  the process to do  so? Is there any restriction on transfer of funds to 

other organizations?  

 

(May 21) 

 

Answer 6 

Yes, X can transfer the Foreign Contribution received by it to another 

organization as per section 7 of FCRA, 2010. According to the provision no 

person who – 

• is registered and granted a certificate or 

• has obtained prior permission under this Act; and 
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• receives any foreign contribution, 

shall transfer such foreign contribution to any other person unless such other 

person is  also registered and had been granted the certificate or obtained 

the prior permission under this Act: 

Provided that such person may transfer, with the prior approval of the Central 

Government, a part of such foreign contribution to any other person who has 

not been granted a certificate or obtained permission under this Act in 

accordance with the rules made by the Central Government.” 

Restrictions on transfer: Rule 24 of FCRR, 2011, prescribes the procedure for 

transferring foreign contribution to any unregistered person as under: 

(1) A person who has been granted a certificate of registration or prior 

permission under section 11 and intends to transfer part of the foreign 

contribution received by  him  to  a person who has not been granted a 

certificate of registration or prior permission under the Act, may transfer 

such foreign contribution to an extent not exceeding ten per cent of the 

total value thereof and for this purpose, make an application to the 

Central Government in the prescribed Form. 

(2) Every application made above shall be accompanied by a declaration to 

the effect that- 

(a) the amount proposed to be transferred during the financial year is less 

than ten per cent of the total value of the foreign contribution 

received by him during the financial year; 

(b) the transferor shall not transfer any amount of foreign contribution 

until the Central Government approves such transfer. 

(3) A person who has been granted a certificate of registration or prior 

permission under section 11 shall not be required to seek the prior 

approval of the Central Government for transferring the foreign 

contribution received by him to another person who has been granted a 

certificate of registration or prior permission under the Act provided that 

the recipient has not been proceeded against under any of the provisions 

of the Act. 

(4) Both the transferor and the recipient shall be responsible for ensuring 

proper utilisation of the foreign contribution so transferred and such 

transfer of foreign contribution shall be reflected in the returns in Form 

to be submitted by both the transferor and the recipient." 
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Question 7 

 

Anna, a foreign citizen has made donated variety of articles in kind, to 

various individuals of Indian residence for their personal use. When shall 

such donation of articles in kind be excluded from the definition of 

Foreign Contribution considering the provisions of Foreign Contribution 

(Regulation) Act, 2010. 

(a) If the market value, in India, of such article, on the date of 

such gift, is more than 

` 1,00,000 but less than 5,00,000. 

(b) If the market value, in India, of such article, on the date of 

such gift, is more than 

` 500,000 but less than 10,00,000. 

(c) Any donation in kind given for personal use is always excluded. 

(d) If the market value, in India, of such article given for personal 

use, on the date of such gift, is not more than ` 1,00,000.  

 

(Nov 21) 

 

Answer 7 

The Answer is (d) 

 

Question 8 

Amol Open University of Languages, a private university established 

under a State Act  was meant to provide degree/ diploma/ certificate 

course to the students, through an online leaning platform of various 

foreign languages. The examination was also decided to be  held online 

through their PC/Laptop. 

Several Foreign Governments intend to offer donations / contributions 

for the development of their language. Mr. Bhupendra, the Registrar 

applied for the registration of the university and was granted certificate 

to receive foreign exchange for the purpose of preparing the educational 

material (print or soft copy), paying of honorarium to teachers and IT 
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related infrastructure for online classes only. Mr. Bhupendra faced 

financial problems for building the infrastructure of the University 

Campus. Advise Mr. Bhupendra, whether foreign contribution received 

for language development, can be used by him for building the 

infrastructure of the University Campus.  

(Nov 21) 

 

Answer 8 

Section 8(1) of the FCRA, 2010 provides that every person, who is 

registered and granted a certificate or given prior permission under 

this Act and receives any foreign contribution,— 

(a) shall utilise such contribution for the purposes for which the 

contribution has been received. 

Provided that any foreign contribution or any income arising out 

of it shall not be used for speculative business. 

(b) shall not defray as far as possible such sum, not exceeding twenty 

per cent. of such contribution, received in a financial year, to 

meet administrative expenses: 

Provided that administrative expenses exceeding twenty per cent. of 

such contribution may be defrayed with prior approval of the Central 

Government. 

The Central Government may prescribe the elements which shall be 

included in the administrative expenses and the manner in which the 

administrative expenses referred to in sub-section (1) shall be 

calculated. 

Accordingly, the purpose for which the Certificate of Registration has 

been granted, cannot be diverted. The end use of the funds has to 

ensured to utilise in that purpose only. Therefore, Mr. Bhupendra, the 

registrar of Amol Open University cannot use the foreign contribution for 

building the infrastructure of the University Campus. 

 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 17 The Arbitration and Conciliation Act, 1996- 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

17.1 

 

Chapter 17 

 The Arbitration and Conciliation Act, 1996 

Question 1 

 

Mr. A. Mr. B and Mr. C are partners in XYZ  partnership  firm. The firm made 

an agreement  in writing to refer a dispute between them in business to an 

arbitrator. Inspite of this agreement Mr. B files a suit against Mr. A and Mr. C 

relating to the dispute in a court. Examine on the admission of the suit filed by 

Mr. B in the court in the light of the Arbitration and Conciliation Act, 1996. 

(a) Yes it can be admitted by the court, as the said court has jurisdiction over 

the matter and it overpowers arbitration agreement 

(b) Yes it can be admitted by the court, only in the case of challenge to the 

arbitral award  in appeal 

(c) Yes, it can be admitted by the court, if Mr. A and Mr. C mutually agrees. 

(d) No it cannot be admitted by the court,  as the  jurisdiction of  court is 

ousted  because  of existence of a valid arbitration agreement.  

(Nov 19) 

 

Answer 1 

 

The answer is (d). 

 

Question 2 

 

On 1st day of April, 2018, Almond Food Processors limited, a company 

engaged in food processor manufacturing unit entered into a joint venture 

agreement with Ronnie and Coleman Company Limited, the largest 

manufacturer of Food processors. Both the companies are registered under 

the Companies Act, 2013. Agreement carries the term that all disputes shall be 
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arbitrated in Delhi. In the light of the Arbitration and Conciliation Act, 1996, 

discuss: 

(i) The type of arbitration agreement made between them. 

(ii) Examine what will happen if the agreement does not have any clause 

relating to arbitration where disputes arose between them concerning 

quality  of  material supplied in 2019.  

(Nov 19) 

 

Answer 2 

 

There are the basic types of arbitration agreement: 

(i) Arbitration clause - a clause contained within a principal contract. The 

parties undertake to submit disputes in relation to or in connection with 

the principal contract that may arise in future to arbitration. 

(ii) Submission agreement - an agreement to refer disputes that already exist 

to arbitration. Such an agreement is entered into after the disputes have 

arisen. 

In first case, the agreement already carries the term that all disputes shall be 

arbitrated in Delhi at the time of entering into joint venture agreement. This 

would be  an  arbitration clause as it is contained in the principal contract (JVA)  

and no disputes  have  arisen till  yet. It concerns future disputes that may arise. 

In the second case, the Principal contract (JVA) does not have any term relating  

to arbitration. Disputes arose between the parties concerning quality of 

supplied  goods  in 2019. To resolve this dispute, parties later entered into an 

agreement "That all disputes including quality of goods supplied by Ronnie 

and Coleman Company Limited to Almond Food Processors Limited shall be 

submitted to arbitration”. The parties hereby agree  to abide by the decision 

of the arbitrator". Such an agreement that is made after the disputes have 

arisen would be called a submission agreement. 

 

Question 3 

 

Mr. R, the respondent had placed an order of purchase of various quantities 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 17 The Arbitration and Conciliation Act, 1996- 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

17.3 

of phosphoric acid from the Mr. P, the petitioner. The purchase order noted 

that the terms and conditions were to be as per the Fertilizer Association of 

India (FAI). Terms and Conditions for Sale and Purchase of Phosphoric Acid 

were as per Clause 15 of the FAI which also provided  terms for settlement of 

disputes by arbitration. Enumerate in the light of the given circumstances as 

to existence of a valid arbitration agreement between the parties as per the 

Arbitration and Conciliation Act, 1996.  

(May 20) 

 

Answer 3 

 

Arbitration agreement through reference: The Arbitration and Conciliation 

Act, 1996 envisages a possibility of an arbitration agreement coming into 

being  through incorporation. In other words, parties to an agreement could 

agree to arbitrate by referring to another contract containing an arbitration 

agreement. The requirement is that the reference must leave no doubt in the 

mind of the reader that the parties indeed wanted to incorporate the 

arbitration agreement into the agreement between them.[Section 7(5)] 

Accordingly, as per the said provision, yes this a valid reference for an 

arbitration agreement to come into existence. It was held by the Supreme 

Court of India in Groupe Chimique Tunisien SA v. Southern Petrochemicals 

Industries Corpn Ltd 2006 (2) ArbLR 435 (SC) that for a reference to constitute 

an arbitration agreement the contract should be in writing and reference 

should be such as to make that arbitration clause a part of the contract. Both 

the conditions were held to be fulfilled in the present instance. 

 

Question 4 

 

Milan Limited entered into an agreement with Vinne Limited for the supply of 

confectionary biscuits and cakes for a period of 5 years. The Arbitration 

clause of the agreement states, “That all the disputes shall be submitted to 

arbitration.” After a period, it was found that the principal contract is invalid 

in the light of  the Indian Contract Act, 1872. You are required  to select the 

best option in the given scenario considering the provisions of the Arbitration 

and Conciliation Act, 1996. 
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(a) The arbitration clause in the principal agreement also stands invalid due 

to the principal contract becoming invalid. 

(b) The arbitration clause is an independent agreement of the principal 

agreement and cannot be treated as invalid merely because the principal 

contract was invalid. 

(c) The arbitration clause shall be exercisable only if the Judicial Authority 

under the Arbitration and Conciliation Act, 1996 allows to treat it as an 

independent agreement. 

(d) The arbitration clause in the principal agreement stands valid only till the 

time the principal contract was in force and valid.  

(Nov 20) 

 

Answer 4 

 

The answer is (b). 

 

Question 5 

 

Anil, who is a Chartered Accountant with his own independent practice, is the 

arbitrator in an arbitration between Tata Tea Inc., and Suzuki Ltd. 

scenarios I - Prior to starting his practice, Anil had worked for five years with 

Tata Tea Inc. 

II – During the proceedings before the arbitral tribunal, Anil would allow Tata 

Tea to take many liberties, for instance taking as much time for making oral 

arguments, cross examining the witnesses, for submitting documents, etc. 

Also the proceedings were adjourned (postponed) whenever so requested 

by Tata Tea. When Suzuki Motors wanted to take extra time they were not 

allowed. In few instances when they were permitted, they are asked to pay 

heavy cost to Tata Tea for delaying the proceedings.. 

Suziki Ltd. on the basis of  above  scenarios  wanted  to  challenge  the  

appointment  of Mr. Anil. State whether the appointment of Mr. Anil as an 

arbitrator can be challenged?  

(May 21) 
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Answer 5 

 

As per section 12 of the Arbitration and Conciliation Act, 1996, when a person 

is approached in connection with his possible appointment as an arbitrator, 

he shall disclose in writing any circumstances- 

a. such as existence either direct or indirect of any past or present 

relationship with or interest in any of the parties or in relation to the 

subject matter in dispute, whether financial, business, professional or 

other kind, which is likely to give rise to justifiable doubts as to his 

independence or impartiality; and 

b. which are likely to affect his ability to devote sufficient time to the 

arbitration and in particular his ability to complete the entire arbitration 

within a period of twelve months. 

In the first case Anil had worked for five years with Tata Tea Inc. In this situation 

the law would deem Anil to be lacking independence. 

In second case, arbitrator by his / her behaviour gives an impression that he is 

favouring one party over the other. 

An arbitrator may be challenged only if circumstances exist that give rise to 

justifiable doubts as to his independence or impartiality. In the given 

scenarios, it would be deemed that Anil to be lacking independence and 

whereas in the second case it clearly reflects that arbitral tribunal favours and 

is partial towards Tata Tea, and therefore lacks impartiality. Yes, appointment 

of Mr. Anil as an arbitrator can be challenged. 

 

Question 6 

 

Under which circumstances the arbitration process comes to an end 

as per the Arbitration and Conciliation Act, 1996: 

(a) When Arbitrator denies to pass final award 

(b) When arbitrator fails to pass the award within 12 months 

(c) When the parties decide to no longer continue with issue. 

(d) Where the parties decide to refer the matter before the court.  

(Nov 21) 
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Answer 6 

 

The Answer is (b) 

 

Question 7 

 

John is a writer. He entered into an agreement with Mumbai Publishing 

House (MPH). It contains various clauses such as time limit within which 

the manuscript is to be given, payment of royalty of 10% of amount 

received by the publisher, recovery of royalty amount in case of sales 

return, revision in the material, etc. The agreement also contains a 

clause that in case of dispute, the matter may be referred to arbitration, 

at the sole discretion of  the publisher. 

For the FY 2017-18, John received the royalty amount of ` 2.50 lakh. 

During the FY 2018- 19 the syllabus of management subject was changed 

and the author wrote manuscript for 2nd edition. 

The statement of royalty payment for the FY 2018-19 was given by the 

publisher as under: 

 

1

. 

Royalty payable @ 10% of amount received by the 

publisher 

1,85,000 

2

. 
Less: Sales return of 1st edition of the book (-) 95,000 

3

. 

Less: Future Sales return expected for during FY 

2019-20 

(-) 45,000 

4

. 

Gross amount payable 45,000 

5

. 

Less: TDS @10% (-) 4,500 

6

. 

Net amount paid 40,500 

When John compared the amount of  royalty which  he  received in 

previous FY  which was 

` 2.50 lakh, whereas in the next year the publisher paid the amount 
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for FY 2018 -19 only   of ` 40.5 thousand. 

John’s arguments were: 

 Future sale return and royalty deduction cannot be made. 

 The retail book seller cannot return the book after 3 months, then 

why the publisher has allowed / accepted the sale return even after 

the lapse of 3 months. This resulted in big deduction of sales return. 

In the light of the provided facts, answer the following questions as per 

the Arbitrating and Conciliation Act, 1996: 

(i) In the absence of separate arbitration agreement, whether the 

matter can be referred to the Arbitration? 

(ii) In the contract agreement, it was mentioned that in case of 

dispute,  the matter may be referred to arbitration, at the sole 

discretion of the publisher. Whether the arbitration clause, as 

written in the contract agreement is perfect? Give your 

comments.  

(Nov 21) 

 

Answer 7 

 

(i) Section 7(2) of the Arbitration and Conciliation Act, 1996 provides 

that an arbitration agreement may be in  the form of an arbitration 

clause in a contract or in  the form of   a separate agreement. 

Further section 7(5) states that the reference in a contract to a 

document containing an arbitration clause constitutes an 

arbitration agreement if the contract is in writing and the reference 

is such as to make that arbitration clause part of the contract. 

In the given case, the arbitration clause was there in  the contract 

agreement. There is no need to have a separate arbitration clause. 

It is sufficient, if it have a clause in the contract agreement itself. 

 

(ii) Section 7(1) of the Arbitration and Conciliation Act, 1996, provides 

that “arbitration agreement” means an agreement by the parties to 
submit to arbitration all or certain disputes which have arisen or 

which may arise between them in respect of a defined legal 

relationship, whether contractual or not. 
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In the contract agreement the words written were “the matter may 
be referred to 

arbitration, at the sole discretion of the publisher”. 
Here the matter “may be referred to” have been used and further 

“at the sole discretion of the publisher”. It means that referring of 

the matter to the arbitration was at the sole discretion of the 

publisher and was not mutually agreed on. Although the author 

would have signed the contract agreement, but the matter of 

referring was arbitrary i.e. at the sole discretion of the publisher 

itself. If the publisher do not want   to refer the matter to the 

arbitration, then no recourse is available to the author, except to 

move to the civil court. 
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Chapter 18  

 The Insolvency and Bankruptcy Code, 2016 

 

Question 1 

 

Mr. Satya, file a petition for  default of non –payment of the debt against Mr. 

X.  The amount in default claimed by petitioner was ` 30 lakh. Mr. X 

(Respondent) pleaded before the adjudicating authority that the amount of 

claim was  not  belonging  to  the applicant/petitioner. Mr. Satya, asserted that  

he himself  with his  son owns  `  26 Lakh  to the respondent. Though nowhere 

in the petition and the supportive documents, he admitted that he himself 

with his Son owns ` 26 Lakh to the respondent. Considering the above facts in 

the light of the Insolvency and Bankruptcy Code, state the ac tion  that will be  

taken by the Adjudicating Authority- 

(a) NCLT will admit the application of Mr. Satya, as he jointly with his son  

owned the debt to the Mr. X, so he is a valid petitioner. 

(b) NCLT will admit the application filed by Mr. Satya on behalf of his son. 

(c) NCLT will reject the application considering that no default has occurred 

against Mr. Satya, and his stand as a financial creditor is not proved in the 

petition. 

(d) NCLT will dismiss the application on the ground of non- existence of 

dispute against  Mr. Satya. 

(Nov 19) 

 

Answer 1 

 

The answer is (c). 
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Question 2 

 

How many times Corporate Insolvency Resolution Process period can be 

extended? 

(a) shall not be granted more than once 

(b) shall be granted more than once 

(c) shall be granted more than twice on the reasonable cause 

(d) cannot be granted at all 

 

(Nov 19) 

 

Answer 2 

 

The answer is (a). 

 

Question 3 

 

1. The IRP appointed for M Ltd. is  seeking your views on the constitution of the 

Committee   of creditors of M Ltd. M Ltd.  does  not have any financial debt 

other than loan obtained from Mr. A, son of Mr. B, the managing director of 

M Ltd. Considering the above, identify the appropriate constitution of the 

committee of creditors out of the following: 

(a) Mr. A, 18 largest operational creditors, 1 representative of all workmen 

(b) 18 largest operational creditors, 1 representative of workmen and 1 

representative of employees. 

(c) Only Mr. A since he is the only financial creditor 

(d) 18 largest operational creditors, 1 representative of workmen and 1 

representative of employees and the resolution professional.  

(May 20) 
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Answer 3 

 

The answer is (b). 

 

Question 4 

 

ABZ Ltd. an unlisted company with total assets of  ` one crore as per financial 

statement  as on 31st March, 2018, defaulted in the payment of the financial 

debt against the financial creditor Mr. X. Mr. X filed an application for 

initiation of insolvency process against ABZ  Ltd. under the fast track 

corporate insolvency resolution process on 31st May 2019. Discuss the 

relevancy for disposal through the mechanism of the fast track corporate 

insolvency resolution process and the legal position of holding of fast track 

corporate insolvency resolution process by Mr. X in the term of the IBC, 2016. 

Compute the time period for completion of fast track process in the said 

situation.  

(May 20) 

 

Answer 4 

 

Relevancy : Fast track corporate insolvency resolution process is a speedy 

process for corporate insolvency resolution for small corporates. 

As per section 55 of the IBC, 2016, it is applicable to following corporate 

debtors - (a) a corporate debtor with assets and income below a level as may 

be notified by the Central Government; or (b) a corporate debtor with such 

class of creditors or such amount of debt as may be notified by the Central 

Government; or (c) such other category of corporate persons as may be 

notified by the Central Government. 

Applicability of the provisions - The provisions are applicable to - (a) small 
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company under section 2(85) of Companies Act (b) a start-up (other than 

partnership firm)[as defined by Ministry of Commerce and Industry 

notification No. GSR 501(E) dated 23 -5-2017] (c)  an unlisted company with 

total assets not exceeding ` one crore as per financial statement immediately 

preceding the financial year [SO 1911(E) dated 14-6-2017]. 

Time period for completion of fast track process 

The fast track corporate insolvency resolution process shall  be completed 

within a  period of 90 days from the insolvency commencement date. It can 

be extended by Adjudicating Authority by further 45 days, if resolution passed 

at a meeting of the committee of creditors and supported by a vote of seventy 

five per cent of the voting shares [section 56(3) of Insolvency Code, 2016]. 

According to the provisions, fast track corporate insolvency resolution process 

shall be completed by 29th of August 2019. On further extension uptil by 13th 

of October, 2019 in compliance with above provision. 

 

Question 5 

 

Mr. Mediator was proposed to be appointed as a resolution professional for 

the corporate insolvency resolution process initiated against BMR Ltd. Mr. R, 

a relative of  director of BMR Ltd. is a partner in the insolvency professional 

entity in which Mr. Mediator is partner. In the light of the given facts, examine 

the nature of the proposal of the appointment of Mr. Mediator for the 

conduct of the CIRP as per the Insolvency and Bankruptcy Code, 2016  

(May 20) 

 

Answer 5 

 

As per Regulation 3 of the Insolvency and Bankruptcy Board of India 

(Insolvency Resolution Process for Corporate Persons) Regulations, 2016, an 

insolvency professional shall be eligible to be appointed as a resolution 

professional for a corporate insolvency resolution process of a corporate 

debtor if he, and all partners and directors of the insolvency professional 

entity of which he is a partner or director, are independent of the corporate 
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debtor. 

Explanation– A person shall be considered independent of the corporate 

debtor, if he: 

(a) is eligible to be appointed as an independent director on the board of the 

corporate debtor under section 149 of the Companies Act, 2013, where 

the corporate debtor is  a company; 

(b) is not a related party of the corporate debtor; or 

(c) is not an employee or proprietor or a partner: 

(i) of a firm of auditors or secretarial auditors in practice or cost auditors 

of the  corporate debtor in the last three financial years. 

(ii) of a legal or a consulting firm, that has or had any transaction with the 

corporate debtor amounting to five per cent or more of the gross 

turnover of such firm, in the last three financial years. 

As per the given facts, Mr. Mediator was proposed to be appointed as a 

resolution professional for the insolvency resolution process initiated against  

BMR  Ltd.  Whereas, Mr. R, a  relative of director of  BMR Ltd.  is a  partner in 

the insolvency professional entity in which Mr. Mediator is partner. 

Since, Mr. R is the partner in  Insolvency Professional Entity  in which Mr. 

Mediator is also  a partner, so, Mr. Mediator is not eligible for appointment 

as Resolution Professional as he is not independent of the corporate debtor, 

because Mr. R is relative of Director of  BMR Ltd. (Corporate Debtors). 

 

Question 6 

 

MX Limited was admitted in the Corporate Insolvency Resolution Process 

(CIRP) under section 7 of the Insolvency and Bankruptcy Code (Code). The 

Resolution Professional (RP) of the MX Limited (Corporate Debtor) conducted 

the Committee of Creditors (CoC) meeting but the same was adjourned due 

to lack of quorum. Accordingly, in the adjourned meeting, a resolution was 

passed by the CoC members present, representing 51% of the voting rights 

for liquidation of the Corporate Debtor before the expiry of the Corporate 

Insolvency Resolution Process (CIRP). You as a qualified Chartered 

Accountant in the team of RP is required to advise RP whether the resolution 

of liquidation passed is valid in  law considering the provisions of the 
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Insolvency and Bankruptcy Code. 

(a) The resolution passed for liquidation is not valid in law  as it has not been 

approved  by minimum of 90% of the voting shares of the financial 

creditors. 

(b) The resolution passed for liquidation is  not valid in law as it has not been 

approved  by minimum of 66% of the voting shares of the financial 

creditors. 

(c) The resolution passed for liquidation is not valid in law as it cannot be 

passed before the expiry of the CIRP. 

(d) The resolution passed for liquidation is valid in law as it has been passed 

by 51% of the voting shares of the financial creditors.  

(Nov 20) 

 

Answer 6 

 

The answer is (c). 

 

Question 7 

 

Quality Rubber Limited, a supplier of raw materials filed a petition before the 

NCLT for the recovery of ` 10,00,000 against Smart Latex Limited. Smart Latex 

Limited, the Corporate Debtor, has other financial creditors to the extent of 

` 1,50,00,000 and they also joined together and filed petitions to NCLT. The 

Corporate Debtor has a total of 40 financial creditors and 2 operational 

creditors. Further, all the financial creditors are having equal voting 

rights/shares. 

Notice was issued on 1st August, 2019 for the conduct of the first meeting to 

be held on 5 th August, 2019 at a common venue. The meeting was attended 

by all 40 financial creditors and 2 operational creditors. A resolution was 

passed to appoint Mr. Naveen as a Resolution Professional. 25 of the financial 

creditors voted in favour of the resolution and 10 voted against the resolution 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 18 The Insolvency and Bankruptcy Code, 2016- 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

18.7 

and 5 financial creditors and 2 operational creditors abstained from voting. 

Decide in  terms  of  the  given  information  whether  the  resolution  passed  

to  appoint Mr. Naveen is valid? In the light of the provisions of Insolvency 

and Bankruptcy Code, 2016 read with rules framed thereunder, explain the 

requirements of valid quorum for the conduct of the meeting.  

(Nov 20) 

 

Answer 7 

 

According to section 22 of the Insolvency and Bankruptcy Code, 2016, the 

first meeting of the committee of creditors shall be held within seven days of 

the constitutio n of the committee of creditors. The committee of creditors 

in the first meeting may by a majority vote of not less than sixty-six percent 

of the voting share of the financial creditors, either resolve to appoint the 

interim resolution professional as a resolution professional or to replace the 

interim resolution professional by another resolution professional. 

A meeting of committee of creditors shall quorate if members of the 

committee of creditors representing at least thirty three percent of the voting 

rights are present either in person or by video/audio means. 

The adjourned meeting shall quorate with the members of the committee 

attending the meeting. 

As per the facts of the question and the provisions of law, the requisite quorum 

was present in the meeting as all 40 financial creditors attended the meeting 

and 5 abstained from voting. 

The Act requires that not less 66% of the financial creditors shall resolve to 

appoint resolution professional. However, in the given case 71.4% [(25/35)* 

100 ] voted in  favour of Mr. Naveen. Hence, the said appointment is valid 

 

Question 8 

 

Who shall determine the amount of claim due to a creditor under the 
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Insolvency and Bankruptcy Code during the Corporate Insolvency Resolution 

Process (CIRP)? 

(a) Committee of creditors 

(b) Resolution professional 

(c) Adjudicating Authority 

(d) Corporate debtor 

 

(May 21) 

Answer 8 

 

The answer is (b). 

 

Question 9 

 

Can an Adjudicating Authority order the liquidation of a corporate debtor 

even after approving the resolution plan: 

(a) Yes, if the resolution plan is contravened. 

(b) The Adjudicating Authority may order the liquidation of a corporate 

debtor even after approving the resolution plan on receiving an 

application from a third party who is unaffected by such liquidation 

(c) Yes, the Adjudicating Authority may order for the liquidation of a 

corporate debtor if the committee of creditor does not approve the 

resolution plan after its approval by  the Adjudicating Authority 

(d) No, the Adjudicating Authority cannot order the liquidation of a 

corporate debtor after approving the resolution plan.  

(May 21) 

 

Answer 9 

 

The answer is (a). 
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Question 10 

 

X Inc Ltd is a holding company of Y Infrastructure Ltd. Insolvency resolution 

process was initiated against the X Inc Ltd on 15th December 2020. In the 

mean time another financial creditor initiated corporate insolvency 

resolution process against Y Infrastructure Ltd. Later X Inc Ltd filed an appeal 

contending that resolution process against Y Infrastructure Ltd. should not 

continue till corporate insolvency resolution process is decided in the case of 

X Inc Ltd. on the basis of initiation of moratorium. Also the Resolution plan of 

X Inc Ltd. approved by CoC, was  still pending before the Adjudicating 

authority for its approval. In  the light of given situation, examine whether 

corporate insolvency resolution process initiated against the X Inc Ltd., can 

bar the corporate insolvency resolution process initiated against the Y 

Infrastructure Ltd.?  

(May 21) 

 

Answer 10 

 

In the given case, both the X Inc Ltd. and Y Infrastructure Ltd. in the eyes of 

law are separate entity. Further section 14 of IBC, 2016 which deals with 

moratorium, no where prohibits initiation of corporate insolvency resolution 

process on  the subsidiary company  or its holding company. Further also that 

a separate CIRP has been initiated against  another corporate debtor by 

another financial creditor, which is altogether separate and have no 

connection with the CIRP initiated against X Inc Ltd. or Y Infrastructure Ltd. 

Therefore, in the given case, corporate insolvency resolution process 

initiated against the  X Inc Ltd, which is a holding company, cannot bar the 

corporate insolvency resolution process initiated against the Y Infrastructure 

Ltd which is its subsidiary or vice versa. 

 

Question 11 

 

A meeting of committee of creditors shall quorate if members of the CoC 

representing ---- 
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-------are present either in person or by video/audio means: 

(a) at least thirty three percent of the voting rights 

(b) at least Fifty one percent of the voting rights 

(c) at least sixty six percent of the voting rights 

(d) at least seventy five percent of the voting rights  

(Nov 21) 

 

Answer 11 

The Answer is  (a) 

 

Question 12 

 

The Committee of Creditors (CoC) of Ashoka Cement Limited under the 

Corporate Insolvency Resolution Process (CIRP) have passed a 

resolution allowing the Resolution Professional (RP) of Company for 

initiating the process of liquidation before NCLT under section 33 of the 

Insolvency and Bankruptcy (Amendment) Code, 2019. Accordingly, the 

RP was appointed as liquidator of the Ashoka Cement Limited. While 

forming  the liquidation estate, the liquidator was in dilemma regarding 

the inclusion and exclusion of the assets forming part of the liquidation 

estate. You as a Qualified Chartered Accountant are required to advise 

the liquidator regarding the issues faced by him with respect to the 

exclusion to be made in the liquidation estate of Ashoka Cement Limited 

as per the provisions of the Code. 

1. Assets in security collateral held by financial service providers. 

2. Any asset of the corporate debtor in respect of which a secured 

creditor has relinquished security interest. 

3. Assets owned by a third party which are in the possession of 

the corporate debtor. 

4. Assets subject to the determination of ownership by the court 

or authority. 

(a) Only (3) 

(b) Both (2) and (4) 
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(c) Only (1) 

(d) (1) and (3)  

(Nov 21) 

 

 

 

 

Answer 12 

The Answer is (d) 

 

Question 13 

 

Jewar Ltd., a diamond manufacturing company, is undergoing Corporate 

Insolvency Resolution Process (CIRP). The CIRP had initiated on 1st 

January 2020. Mr. Shubh was acting as the Interim Resolution 

Professional who was later appointed as Resolution Professional by the 

Committee of Creditor. Mr. Shubh has been working hard since day 1  to 

get a resolution plan approved before the last day of the CIRP. However, 

due to external factors, as on 31st May, 2020, he realized that he is 

unable to decide as to which resolution plan can be taken to the 

committee of creditors for approval and also that he will need another 

3 months to get a resolution plan approved. You are his partner in an 

Insolvency Professional Entity. Advise as to: 

1. The factors that need to be considered before taking the 

resolution plan to the committee of creditors 

2. Whether Mr. Shubh can seek an extension for completion of the 

CIRP?  

(Nov 21) 

 

  

Answer 13 
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1. Mr. Shubh, the resolution profession will have to consider the 

following factors while examining the resolution plan before 

taking it to the Committee of Creditors for approval: 

a. Whether the resolution plan provides for the payment of 

insolvency resolution process costs in a manner specified by 

the Board in priority to the payment of other debts of the 

corporate debtor 

b. Whether the resolution plan provides for the payment of 

debts of operational creditors in such manner as may be 

specified by the Board which shall not be less than higher of: 

(i) the amount to be paid to such creditors in the event of a 

liquidation of the corporate debtor under section 53; or 

(ii) the amount that would have been paid to such creditors, 

if the amount to  be distributed under the resolution 

plan had been distributed in accordance with the order 

of priority in sub-section (1) of section 53, 

c. Whether the resolution plan provides for the management 

of the affairs of the Corporate debtor after approval of the 

resolution plan; 

d. Whether the resolution plan provides for the 

implementation and supervision of the resolution plan 

e. Whether the resolution plan contravene any of the 

provisions of the law for the time being in force 

f. Whether the resolution plan confirms to such other 

requirements as may be specified by the Board. 

2. Relevant Provision of the Insolvency and Bankruptcy Code for 

extension of period for completion of CIRP 

As per Section 12, the corporate insolvency resolution process 

shall be completed within a period of 180 days from the date of 

admission of the application to initiate such process. 

The resolution professional shall file an application to the 

Adjudicating Authority to extend the period of the corporate 

insolvency resolution process beyond 180 days, if instructed to 

do so by a resolution passed at a meeting of the committee of 

creditors by a vote of 66% of the voting shares. 

On receipt of the application, if the Adjudicating Authority is 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Chapter 18 The Insolvency and Bankruptcy Code, 2016- 

Get ALL attempts for Rs. 139 only on Vivitsu 
 

18.13 

satisfied that the subject matter of the case is such that corporate 

insolvency resolution process cannot be completed within 180 

days, it may by order extend the duration of such process beyond 

180 days by such further period as it thinks fit, but not exceeding 

90 days. 

Provided that any extension of the period of corporate insolvency 

resolution process under this section shall not be granted more 

than once 

Provided further that the corporate insolvency resolution 

process shall  mandatorily  be completed within a period of 330 

days from the insolvency commencement date, including any 

extension of the period of corporate insolvency resolution 

process granted under this section and the time taken in legal 

proceedings in relation to such resolution process of the 

corporate debtor. 

In the given case, Mr. Shubh can seek an extension of maximum 

90 days by making an application of the National Company Law 

Tribunal i.e. till 29th August, 2020. 
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Integrated Scenarios 

 

Integrated Scenario 1- (May 20) 

 

Lagus Transport Services Limited (LTSL) is operating in logistics and public 

transport domain. The company has pan-India presence. As per its Articles of 

Association, the company can appoint a maximum of 15 directors and all of 

them shall be rotational directors. Presently, the company has a strength of 

14 directors, of which 9 are executive directors and the remaining 5 are non-

executive directors. As on 31st March, 2018, its paid- up share capital was ` 

8.42 crore; the turnover was ` 84 crore; and it had, in the aggregate, 

outstanding loans, debentures and deposits to the tune of ` 42 crore. 

In the Annual General Meeting (AGM), held on 20th August, 2018, Anil, Badal, 

Chanchal and Damodar were appointed as directors in place of Mohan, Navin, 

Om and Prasad by passing a single resolution with simple majority. It is to be 

noted that earlier, a motion authorising the appointment of Anil, Badal, 

Chanchal and Damodar by a single resolution was passed in the meeting and 

not a single vote was cast against such motion. 

As on 31st March, 2019, the turnover of the company increased to ` 120.52 

crore but the aggregate of outstanding loans, debentures and deposits 

reduced to ` 40 crore. The paid- up share capital was the same as earlier. Due 

to the increased turnover there arose the requirement of appointing two 

independent directors. 

Since the company was required to  appoint two  independent directors, the 

total strength of the Board with such appointments would go up to 16 

directors from the present 14 whereas according to the Articles, the company 

can have a maximum of 15 directors. Accordingly, the Articles were altered 

and the total strength was increased to 20 directors. 

After altering the Articles, the company proceeded to appoint four 

independent directors instead of the mandatorily required two since it was 

felt that such step would strengthen   the corporate governance to the 

maximum extent. The independent directors were - Mrs. Eekam, who is 

considered ‘influencer’ on supply chain management and has a lot of 

expertise in the logistics field; Mrs. Prajna who is a marketing expert; Mrs. 
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Ruchita, who is MBA (Finance and Accounting) from IIM, Ahmedabad; and 

Mr. Amit, who is skilled in developing customised software. Subsequent to 

the above developments, the time to hold Annual General Meeting (AGM) 

approached and it was held on 12 th August, 2019, at the registered office of 

the company at Mumbai. 

 

Question 1 (Chapter 1- Appointment and Qualifications of Directors) 

 

In this case scenario, Anil, Badal, Chanchal and Damodar were appointed as 

directors by passing a single resolution at the AGM. Is such appointment 

valid? 

(a) The appointment of Anil, Badal, Chanchal and Damodar by a  single 

resolution  is valid because beforehand, a motion authorising their 

appointment by a single resolution was passed in the meeting and not a 

single vote was cast against such motion. 

(b) The appointment of Anil, Badal, Chanchal and Damodar by a  single 

resolution  is not valid because passing of resolution by simple majority 

indicates that it was not passed unanimously. 

(c) The appointment of Anil, Badal, Chanchal and Damodar by a single 

resolution with simple majority is not valid because such resolution is 

required to be passed as a special resolution. 

(d) The appointment of Anil, Badal, Chanchal and Damodar by a  single 

resolution  is not valid because in no case more than one director can be 

appointed by passing a single resolution. 

 

Answer 1 

 

The answer is (a). 

 

Question 2 (Chapter 1- Appointment and Qualifications of Directors) 

 

In the given case scenario, according to the Articles all the directors are 
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rotational. Had this been not the case, how many directors were required to 

retire at the AGM which was held on 20th August, 2018? 

(a) Five directors 

(b) Four directors 

(c) Three directors 

(d) Two directors 

 

Answer 2 

The answer is (c). 

 

Question 3 (Chapter 1- Appointment and Qualifications of Directors) 

 

In the given case scenario, if it is presumed that as on 31 st March, 2019, the 

turnover of the company is ` 87.00 crore and the paid-up share capital is ` 

12.00 crore, would the company be still mandatorily required to appoint two 

independent directors? 

(a) There is no need to appoint two independent directors since the 

aggregate of turnover and paid-up share capital has not crossed the 

threshold of ` 100 crore. 

(b) Instead of appointing two independent directors, the company is 

required to appoint only one independent director since the aggregate of 

turnover and paid- up share capital is above ` 90 crore but less than ` 100 

crore. 

(c) The company is required to appoint minimum two independent directors 

since the paid-up share capital is ` 12 crore. 

(d) The company is required to appoint only one independent director since 

the paid-up share capital is below ` 15 crore. 

 

Answer 3 

The answer is (c). 
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Question 4 (Chapter 1- Appointment and Qualifications of Directors) 

 

According to the case scenario, the company altered its Articles of Association 

so as to increase the total strength of directors up to 20 from the present 15 

directors. Which of the following options is applicable in such a case of 

alteration: 

(a) The articles were altered by passing an ordinary resolution. 

(b) The articles were altered by passing an ordinary resolution followed by 

approval sought from the jurisdictional Registrar of Companies. 

(c) The articles were altered by passing a Board Resolution with more than 

seventy- five percent majority. 

(d) The articles were altered by passing a special resolution. 

 

Answer 4 

The answer is (d). 

 

Question 5 (Chapter 1- Appointment and Qualifications of Directors) 

 

As on 12th August, 2019, when the AGM of LTSL was held, the total strength 

of directors reached to 18 due to the appointment of four independent 

directors. When all the directors are rotational, how many directors shall get 

retired at this AGM? 

(a) Six directors 

(b) Five directors 

(c) Four directors 

(d) Two directors 

 

Answer 5 

The answer is (b). 
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Integrated Scenario 2- (May 20) 

 

Ali Baba Limited is a listed company incorporated under the provisions of 

Company Law having its registered office at Andhra Pradesh. Mrs. Smart is a 

Managing Director of Ali Baba Limited since its incorporation. She was first 

director and one of the promoters of the company. She has vast experience 

of managing the company in very efficient manner. 

Ali Baba Ltd. is a holding company of PM Limited with a Fira Private Limited as 

a subsidiary to PM Limited. 

Following are the details pertaining to the incorporation of the related entities 

and its capital structure: 

 

S
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1

. 

Date of 

Incorpor

ation 

17/09/1985 06/09/1988 28/09/1989 

2

. 

Place of 

Registered 

Office 

Andhra 

Pradesh 

Delhi Hyderabad 

3

. 

Authorised 

Share Capital 

` 

100,00,00,000/

- 

` 

20,00,00,000

/- 

`10,00, 

00,000/- 

4

. 

Paid Up 

Share 

Capital 

` 

99,00,00,000/- 

` 

10,00,00,000

/- 

` 

10,00,00,000

/- 

Under the guidance of Mrs. Smart, Ali Baba Limited acquired shareholding in 

PM Limited and thus resulting it into a subsidiary company of Ali Baba Limited. 

Now the Board of Directors of Ali Baba Limited wishes to nominate Mrs. Smart 

https://thevivitsu.com/structure_view?id=6&cour_id=4


 

Integrated Scenarios 

Get ALL attempts for Rs. 139 only on Vivitsu 

 

19.6 

for the position of Managing Director in PM Limited and also to appoint her as 

Whole Time Director(WTO) in Fira Private Limited, which is a wholly owned 

subsidiary (WOS) of PM Limited. 

Therefore, the Board of Directors of PM Limited passed a Board Resolution 

through resolution by circulation to appoint Mrs. Smart as Managing Director 

of the company. Subsequently, the Board of Directors of Fira Private Limited 

passed the Board Resolution  at Board Meeting, wherein all directors present 

in the meeting approved the resolution for appointing her as Whole Time 

Director of the company and then subsequent to unanimous Board approval, 

Fira Private Limited also conducted the general meeting for getting approval 

of shareholders and passed the ordinary resolution to appoint her as Whole 

Time Director in the company. 

Further, for appointment of Mrs. Smart, PM Limited and Fira Private Limited 

had complied with Schedule V of the Companies Act, 2013 as a result 

respective companies did not take any approval from Central Government for 

her appointment as Managing Director and Whole Time Director respectively. 

Based on the above provided information and in the light of applicable 

provisions of the Companies Act, 2013, read with Schedule V of the Act, you 

are asked to advice on the following Multiple Choice Questions: 

 

Question 1 (Chapter 1- Appointment and Qualifications of Directors) 

State on the validity of the appointment of Mrs. Smart as Managing Director 

in PM Limited in terms of the provisions of the Companies Act, 2013? 

(a) Invalid, as no such appointment was made or approved by resolution 

passed at the board meeting with the consent of all the directors present 

at the meeting and supported by general meeting’s ordinary resolution 

under section 196. 

(b) Valid as whole time KMP shall hold office in its subsidiary at the same 

time. 

(c) Valid with further approval of the Central Government 

(d) Invalid because a person cannot hold more than one office as Managing 

Director 

Answer 1 

The answer is (a). 
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Question 2 (Chapter 1- Appointment and Qualifications of Directors) 

Whether Mrs. Smart appointment as Whole Time Director in Fira Private 

Limited is valid as per provisions of the Companies Act, 2013? 

(a) No, because being Fira Private Limited is private company so rule 8 & 8A 

of Companies (Appointment & Remuneration of Managerial Personnel) 

Rules, 2014, not applicable 

(b) Yes, as per section 2(71) it is deemed as public Co. 

(c) Yes, on further approval of Central Government 

(d) No, because of restriction under section 203(3) on appointment in more 

than  one company. 

 

Answer 2 

The answer is (b). 

 

Question 3 (Chapter 1- Appointment and Qualifications of Directors) 

What will be legal position as to the appointment of Mrs. Smart as Managing 

Director in PM Limited, if Ali Baba Limited is a Government Company? 

(a) Invalid due to non-compliance of section 203 

(b) Valid in light of the provisions 203(4A) 

(c) Valid with approval of central government 

(d) Invalid because a person cannot hold office of  Managing Director in more 

than  1 company. 

 

Answer 3 

The answer is (b). 

 

Question 4 (Chapter 1- Appointment and Qualifications of Directors) 

What is the status of Fira Private Limited for the purpose of the applicability 

of the Companies Act, 2013, if Ali Baba Limited is a Government Company? 

(a) Private Company 
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(b) Public Company 

(c) Government Company 

(d) Associate Company 

 

Answer 4 

 

The answer is (c). 

 

Question 5 (Chapter 1- Appointment and Qualifications of Directors) 

 

Whether appointment of Mrs. Smart as Whole Time Director in Fira Private 

Limited is legally acceptable, if Ali Baba Limited is a Government Company? 

(a) No, because being Fira Private Limited is private company so rule 8 & 8A 

of Companies (Appointment & Remuneration of Managerial Personnel) 

Rules, 2014, not applicable 

(b) Yes, because section 203 is not applicable on Government Companies 

(c) Yes, with further approval Central  Government 

(d) No, because of restriction under section  203(3) 

 

Answer 5 

The answer is (b). 

 

Integrated Case scenario 3- (Nov 20) 

 

DEF Limited is an unlisted public company, incorporated under the provisions 

of the Companies Act, 2013 having its registered office in the state of 

Rajasthan. 

The Registrar after the inspection of the books of account or an inquiry under 

section 206 and other books and papers of DEF Limited under section 207, 

submitted a report in writing to the Central Government including a 
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recommendation that further investigation into the affairs o f the company 

was necessary, giving his reasons in support. 

The Central Government was of the opinion, that it was necessary to 

investigate into the affairs of the company by the Serious Fraud Investigation 

Office (SFIO). 

The director, SFIO appointed an investigating officer who called on the 

directors of the company and arrested the directors of the company. The 

directors demanded the reasons for such arrest which were informed to them. 

The directors of the company were produced before the jurisdictional Judicial 

Magistrate who released them on bail though the prosecution opposed the 

application of bail in the court. 

On completion of the investigation of the director, SFIO submitted the 

investigation report to the Central Government. The Central Government, 

after examination of the report, directed the SFIO to initiate prosecution 

against the company and its officers or employees, who are or have been in 

employment of the company or any other person directly or  indirectly 

connected with  the affairs of the company. 

A charge sheet was presented against the accused directors of the company 

before the Special Court and after the completion of the trial, the court 

convicted the directors and sentenced them with imprisonment for a term of 

six months and a fine of Rupees Two Thousand each. 

Given the above situation, your opinion is sought on the following matters: 

 

Question 1 (Chapter 4- Inspection, inquiry and Investigation) 

 

If the Central Government is of the opinion to order the investigation into 

affairs of a company on receipt of a report of the Registrar under section 208 

of the Companies Act, state the correct statement as to the initiation of order 

of the investigation into affairs of a company- 

(a) It cannot order investigation by inspectors under the provisions of section 

210 of the Companies Act. 

(b) It can order investigation by inspectors under the provisions of section 

210 of the Companies Act. 

(c) It cannot order investigation by SFIO under the provisions of section 212 
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of the Companies Act. 

(d) It can order investigation by inspectors under section 210 or by SFIO 

under section 212 of the companies Act. 

 

Answer 1 

The answer is (d). 

 

Question 2 (Chapter 4- Inspection, inquiry and Investigation) 

Is Director, SFIO a competent authority to arrest the directors of DEF Limited, 

an unlisted public company? 

(a) Yes, Director, SFIO is competent authority to arrest the directors of the 

unlisted public company. 

(b) Yes, Director, SFIO is competent authority subject to approval of Central  

Government. 

(c) No, Director, SFIO cannot arrest the directors of the unlisted public 

company. 

(d) Yes, Director, SFIO is competent authority subject to approval of special 

court to arrest the directors of the unlisted public company. 

 

Answer 2 

The answer is (a) 

 

Question 3 (Chapter 4- Inspection, inquiry and Investigation) 

 

Is it the duty of the director, SFIO to inform the arrestee the grounds of 

arrest? 

(a) Yes, it is the duty of the director, SFIO to inform the grounds of arrest and 

as well as right of arrestee to know the grounds of his arrest. 

(b) No, it is not necessary to inform the grounds of arrest. 
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(c) No, the ground of arrest may be informed, if asked for. 

(d) No, it is prerogative of the authority to arrest the accused, there is no 

need to inform the grounds of arrest. 

 

Answer 3 

The answer is (a) 

 

Question 4 (Chapter 4- Inspection, inquiry and Investigation) 

Within how much time are the arrested directors of DEF Limited required to 

be produced before jurisdictional judicial magistrate by the director, SFIO 

after arrest? 

(a) Within 24 hours of such  arrest. 

(b) Within 48 hours of such  arrest. 

(c) Within 72 hours of such  arrest. 

(d) Within 80 hours of such  arrest 

 

Answer 4 

 

The answer is (a) 

 

Question 5 (Chapter 4- Inspection, inquiry and Investigation) 

When do the directors of DEF Limited vacate the office of director in the 

company? 

(a) On the date when the directors were arrested by the SFIO. 

(b) On the date when the charge sheet was submitted in the court by the 

SFIO. 

(c) On the date when the directors were arrested and produced before 

jurisdictional Judicial Magistrate. 
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(d) On the date when the directors were convicted by the Special Court. 

 

Answer 5 

The answer is (d) 

 

Integrated Case Scenario 4 – (Nov 20) 

 

Hansraj Power Distribution Ltd. (HPDL) was incorporated in the year 2008. 

The annual turnover of the company is two crore rupees. Mr. Raj Purohit, a 

Director of the company was appointed  by company four years back. Mr. Raj 

Purohit is eligible for retirement by rotation at this AGM. The AGM is schedule 

to be held on 22nd August, 2020. He is also working as a director in Max 

International Limited and Trinity Infrastructure Limited. Trinity Infrastructure 

Limited did not file its financial statements for the last three years with the 

Registrar of Companies. Trinity Infrastructure Limited also defaulted in 

paying interest on loans taken from a Public Financial Institution in the last 

two years. The Board of HPDL has decided to propose Mr. Raj’s name for re-

appointment. Mr. Raj gave his consent for the same. 

Application to the Tribunal for Compromise & Arrangement was submitted 

along with all the documents. The Tribunal fixed the time and place of the 

meeting and appointed a Chairperson for the meeting. 

A meeting of members of the company was held as per the orders of the 

Court to consider a scheme of compromise and arrangement. Notice of the 

meeting was sent  to  all  1000  members. Notice of the meeting was also sent 

to all the creditors or  class of creditors and to  the debenture-holders of the 

company, individually at the address registered with the company which will 

be accompanied by a statement disclosing the details of the compromise or 

arrangement, a copy of the valuation report, if any, and explaining their 

effect on creditors, key managerial personnel, promoters and non-promoter 

members, and the debenture-holders and the effect of the compromise or 

arrangement on any material interests of the directors of the company or the 

debenture trustees. 
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In total, the 1000 members of the company holds in aggregate 10,00,000 

equity shares. The meeting was attended by 800 members holding 7,00,000 

shares. Out of which 460 members holding 4,70,000 shares voted in favour of 

the scheme; 190 members holding 1,25,000 shares voted against the scheme. 

The remaining 150 members holding 1,05,000 shares abstained from voting. 

All the members voted for the scheme either in person or through proxies. 

As prescribed under this Act, a notice along with all the documents was also 

sent to the Central Government, the Income-Tax Authorities, the Reserve Bank 

of India, the Securities and Exchange Board, the Registrar, the respective stock 

exchanges, and the Competition Commission of India. The Securities and 

Exchange Board made objection to scheme of arrangements after 45 days of 

receiving all the documents. 

 

According to the last audit financial report, the outstanding debt on the 

company is ` 50 lakh rupees. The creditors of the company is as follows: 

 

X-One 

financial 

Company 

200,00

0 

rupees 

4

% 

Mr. Mohan 

Shah 

1,250,0

00 

rupees 

2

5

% 

Radhey 

Finance 

Company 

200,00

0 

rupees 

4

% 

Soham 

Company 

700,00

0 

rupees 

1

4

% 

Onex 

National 

bank 

1,000,0

00 

rupees 

2

0

% 

DXY National 
bank 

1,650,0
00 
rupees 

3
3
% 

So from the above mentioned Creditors’ list, X-One financial Company raised 

its  objection in the Tribunal, to the aforementioned scheme. The creditor 

file the petition in the Tribunal. 
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The Chairperson of the meeting submitted the report to the Tribunal within 

the time fixed by the Tribunal. After hearing the creditors, the Tribunal finally 

approve the scheme of compromise and arrangement between the company 

and its members. The order of the Tribunal is  binding on  the company, all its 

members and creditors. 

Answer the following questions in the light of the given information: 

 

Question 1 (Chapter 5- Compromises, Arrangements and Amalgamations) 

With reference to the provisions of the Companies Act, 2013, which value of 

the requisite majority will be considered to approve the scheme? 

(a) 3/4th of the total value of shares held by 650 members. 

(b) 3/4th of the total value of shares held by 800 members. 

(c) 3/4th of the total value of shares held by 1000 members. 

(d) 3/4th majority of 1000 shares holders present and voting. 

 

Answer 1 

The answer is (a) 

 

Question 2 (Chapter 5- Compromises, Arrangements and Amalgamations) 

According to the provision of the Companies Act, 2013, X-One financial 

company objected to the compromise held on the scheme in between the 

company and its shareholders? According to their respective percentage in 

debt owed to the company, choose the correct option? 

(a) X-One Finance Company can raise the objection as aggregate loan 

amount needs to be more than 2℅ of debt. 

(b) X-One Finance Company jointly with Radhey Finance company can raise 

the objection as the aggregate amount needs to be not less than 5℅. 
(c) Only X-One Finance Company along with Soham Finance company can 

jointly raise the objection as the aggregate amounts needs not to be less 

than 15℅. 
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(d) Only X-One Finance Company jointly with Soham Finance company and 

Radhey Finance company can raise the objection the aggregate amounts 

needs not to be less than 20 ℅. 

 

Answer 2 

The answer is (b) 

 

Question 3 (Chapter 5- Compromises, Arrangements and Amalgamations) 

Evaluate the representation made by SEBI, after 45 days of receiving the 

notice and  all  the documents, is tenable or not? 

(a) Not tenable. It is required to be made within 10 days 

(b) Not tenable. It is required to be made within 15 days. 

(c) Not tenable. It is required to be made within 30 days. 

(d) Not tenable. It is required to be made within 45 days. 

 

Answer 3 

The answer is (c) 

 

Question 4 (Chapter 5- Compromises, Arrangements and Amalgamations) 

While finally approving the scheme of compromise and arrangements 

between the company and its members, which of the below mentioned 

certificate is necessary to  be  filed with the Tribunal? 

(a)  Certificate from the Central Government 

(b)  Certificate from the Registrar. 

(c)  Certificate from the audit and accounts committee of the company 

(d)  Certificate from the company's auditor. 
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Answer 4 

The answer is (d) 

 

Question 5 (Chapter 5- Compromises, Arrangements and Amalgamations) 

According to the above mentioned facts under the directorship of Mr. Raj 

Purohit, Trinity Infrastructure Limited, defaulted in filing statements and 

paying the interest due on the loans. How the default of Trinity Infrastructure 

Limited going to affect the directorship of Mr. Raj Purohit, in all the three 

companies? 

(a)  Mr. Raj has to immediately vacate his office as a director in all the 

three companies. 

(b)  Mr. Raj needs to vacate his office as a director in (HPDL). 

(c)  Mr. Raj needs to vacate his office as a director only in (HPDL) and in Max 

International Limited. 

(d)  Mr. Raj need not resign in any of the company, as the default makes 

him only ineligible for re-appointment. 

(e)  

Answer 5 

The answer is (c). 

 

Case scenario 5- (May 21) 

 

Balfor Ltd., is an unlisted company, having total 70 members, with a paid up 

capital of 

` 42,00,000, having turnover of ` 200 crore, as per the audited financial 

statements for the year ended on 31st March, 2020. 

5 members holding in total 4% stake in the company, met in person to discuss 

about the oppression and mismanagement going on in Balfor Ltd. and to do 

something about it. One of  the members, Mr. Ravi, suggested that we  five  

members should file a class action application  to the Tribunal to get a 

resolution in this matter, to which another member, Mr. Jay, told that he   is 
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in contact with 3 other members of the company, holding in total 3% stake, 

who are also finding the activities going on in the company to be unjust. So, 

five plus three other members 

i.e. 8 members in total, will be able to file an application to the Tribunal under 

section 244 of the Companies Act, 2013. 

The application of complaint for oppression and mismanagement was filed to 

the Tribunal on 4th June, 2020, with the consent of aforesaid 8 members of 

the company. The said application provided the details of an agreement made 

by Balfor Ltd. with Mr. Dev, a relative of director of Balfor Ltd., Mr. Raj, with 

respect to continuous supply of raw materials to Balfor Ltd., for which Mr. 

Raj, had received certain commission from Mr. Dev, in cash, for offering the 

contract to him. Also, another director, Mr. Jayesh, had improperly 

transferred a property of Balfor Ltd. on 6 th March, 2020, to Mr. Prakash. 

The Tribunal on receipt of such application, made an order, directing 

investigation into the affairs of Balfor Ltd. Also, the agreement made with Mr. 

Dev was ordered to be terminated after giving notice to Mr. Dev and obtaining 

his consent. However, no compensation was ordered to be paid to Mr. Dev for 

such cancellation of agreement. The contract with respect to property 

transferred by Mr. Jayesh was also ordered to be set aside, as it would have 

been deemed to be a fraudulent preference, in case such transaction was 

made by an individual in his insolvency. 

Simultaneously, the Central Government ordered for the investigation into 

the affairs of Balfor Ltd., on receipt of the order from the Tribunal and the 

task  of  such  investigation was assigned to the Serious Fraud Investigation 

Office. The Director of Serious Fraud Investigation Office, on getting such 

order from the Central Government, designated 3 inspectors for such 

investigation and soon, the investigation got started by the designated 

persons. 

One of the Investigating officers, Mr. Vaibhav, issued summons, to 2 

employees, of Balfor Ltd., Mr. Karan and Mr. Arjun, respectively, as well as, to 

Mr. Daya, an employee of Kafor Ltd., an associate company of Balfor Ltd., after 

taking the requisite approvals. 

The aforesaid persons attended at the place at which they were summoned 

by Mr. Vaibhav and were examined on oath, one after the other. During the 

said examination, Mr. Vaibhav, took down notes in writing and he read over 

the notes taken by him, to all the persons examined,  after the end of 

examination. After hearing the said notes, Mr. Karan and Mr. Arjun, signed 
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the document on which such notes were written but Mr. Daya, refused to 

sign such document without any reasonable cause for the same, on the same 

day, but then he thought there would be no issue in signing and so he signed 

the same after 20 days. 

Mr. Vaibhav, forwarded the notes taken by him to the Assistant Director of 

Serious Fraud Investigation Office, Mr. Ramanuj, and on the basis of such 

notes, he derived that Mr. Arjun has committed an offence under section 447 

of the Companies Act, 2013 which Mr. Ramanuj reconfirmed with Mr. Vaibhav, 

via email. 

Mr. Ramanuj, accordingly, passed an order for arrest of Mr. Arjun, after 

recording in writing the reasons for such arrest and he immediately 

forwarded the copy of order of such arrest to the concerned authority along 

with the document containing notes taken by Mr. Vaibhav at the time of 

examination of Mr. Arjun, which indicated that he  has committed an  offence 

under section 447 of the Companies Act, 2013. 

Balfor Ltd., on coming to know of such arrest of Mr. Arjun, wanted to give 

termination to him and also wanted to demote Mr. Karan to position of junior 

assistant from his position of senior  assistant in the company, during the 

pendency of investigation and for that purpose it made an application to the 

Tribunal for the same on 10th October, 2020. 

In response to the said application from Balfor Ltd., the Tribunal passed an 

order on 26 th October, 2020 allowing the termination to be given to Mr. 

Arjun but it objected to the decision of the company for reduction in rank of 

Mr. Karan from his current position, against which Balfor Ltd. filed an 

application with the appellate tribunal on 15 th November, 2020. 

 

Question 1 (Chapter 6- Prevention of Oppression and Mismanagement) 

 

State in the light of the given facts , whether, the five members holding in 

total 4% stake in Balfor Ltd., or the eight members, holding in total 7% stake 

in Balfor Ltd., were eligible for filing application for class action or/ and u/s 

244, respectively, of the Companies Act, 2013? 

(a) For filing application for class action, 5 members were eligible and also 

for filing application u/s 244 of the Companies Act, 2013, 8 members 

were eligible. 
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(b) For filing application for class action, 5 members were not eligible and 

also for filing application u/s 244 of the Companies Act, 2013, 8 members 

were not eligible . 

(c) For filing application for class action, 5 members were eligible but for 

filing application u/s 244 of the Companies Act, 2013, 8 members were 

not eligible. 

(d) For filing application for class action, 5 members were not eligible but for 

filing application u/s 244 of the Companies Act, 2013, 8 members were 

eligible . 

 

Answer 1 

 

The answer is (a). 

 

Question 2 (Chapter 5- Compromises, Arrangements and Amalgamations) 

 

Whether the decision of Tribunal can be considered as valid with respect to 

termination of agreement made by Balfor Ltd. with Mr. Dev as well as setting 

aside the contract of transfer of property, respectively? 

(a) The decision of tribunal for  termination  of  agreement  made  by  Balfor  

Ltd.  with  Mr. Dev can be considered as valid.  Also, the decision of  

setting aside the contract of transfer of property, can be considered as 

valid as  such transfer was made within   6 months before the date of 

making application to the tribunal. 

(b) The decision of tribunal for termination of agreement made by Balfor Ltd. 

with Mr.  Dev cannot be considered as valid as no compensation was 

ordered to be paid to Mr. Dev. Also, the decision of setting aside the 

contract of transfer of property, cannot be considered as valid as such 

transfer was not made within 90 days before the date of making 

application to the tribunal. 

(c) The decision of tribunal for termination of agreement made by Balfor Ltd. 

with Mr.  Dev can be considered as valid. Also, the decision of setting 

aside the contract of transfer of property, can be considered as valid as 
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such transfer was made within 3 months before the date of making 

application to the tribunal. 

(d) The decision of tribunal for  termination  of  agreement  made  by  Balfor  

Ltd.  with  Mr. Dev cannot be considered as valid as no compensation was 

ordered to be paid    to Mr. Dev. However, the decision of setting aside 

the contract of transfer of property, can be considered as valid as such 

transfer was made within 3 months before the  date of making 

application to the tribunal. 

 

Answer 2 

The answer is (c). 

 

Question 3 (Chapter 4- Inspection, inquiry and Investigation) 

 

Prior approval of which authority would have been sufficient for Mr. Vaibhav 

for examining Mr. Daya, on oath, and how much maximum amount of fine 

could be levied on Mr. Daya   for refusing to sign the document containing 

the notes taken down by Mr. Vaibhav? 

(a) Prior approval of Director of Serious Fraud Investigation Office would 

have been sufficient for Mr. Vaibhav and maximum amount of fine that 

could be levied on Mr. Daya is ` 1,00,000. 

(b) Prior approval of Central Government would have been sufficient for Mr. 

Vaibhav and maximum amount of fine that could be levied on Mr. Daya is 

` 40,000. 

(c) Prior approval of Director of Serious Fraud Investigation Office would 

have been sufficient for Mr. Vaibhav and maximum amount of fine that 

could be levied on Mr. Daya is ` 1,40,000. 

(d) Prior approval of Central Government would have been sufficient for Mr. 

Vaibhav and no fine that could be levied on Mr. Daya as he has signed the 

said document within   30 days of being examined on oath. 
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Answer 3 

The answer is (c). 

 

Question 4 (Chapter 4- Inspection, inquiry and Investigation) 

 

Whether Mr. Ramanuj was having the authority to exercise power to make 

an order of arrest of Mr. Arjun on the basis of notes of examination received 

from Mr. Vaibhav and to which authority, Mr. Ramanuj would have 

forwarded the copy of arrest order along with the document containing 

notes? 

(a) No, as such notes can’t be considered as a material or evidence in his 

possession to be used against Mr. Arjun and Mr. Ramanuj would have 

forwarded the copy of arrest order along with the document containing 

notes to the Serious Fraud Investi gation Office. 

(b) Yes, as such notes constitute valid evidence to be used against Mr. Arjun 

and Mr. Ramanuj would have forwarded the copy of arrest order along 

with the document containing notes to the Central Government. 

(c) No, as such notes can’t be considered as a material or evidence in Mr. 

Ramanuj’s possession to be used against Mr. Arjun and Mr. Ramanuj 

would have forwarded the copy of arrest order along with the document 

containing notes to NCLT. 

(d) Yes, as such notes constitute valid evidence to be used against Mr. Arjun 

and Mr. Ramanuj would have forwarded the copy of arrest order along 

with the document containing notes to the Serious Fraud Investigation 

Office. 

 

Answer 4 

 

The answer is (d). 
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Question 5 (Chapter 12- National Company Law Tribunal and Appellate Tribunal) 

 

What was the last date available with Tribunal to give response to the 

application made by Balfor Ltd. with respect to its employees as well as with 

Balfor Ltd. to file appeal with the appellate tribunal? 

(a) 10th November, 2020 and 26th November, 2020, respectively. 

(b) 9th November, 2020 and 25th November, 2020, respectively. 

(c) 10th November, 2020 and 25th December, 2020, respectively. 

(d) 9th November, 2020 and 26th November, 2020, respectively. 

 

Answer 5 

 

The answer is (b). 

 

Integrated Scenario 6- (May 21) 

 

Shri Hari Textiles Limited was incorporated in the year 2010. Its Registered 

Office is situated in Connaught Place, New Delhi. It filed its audited annual 

financial statements for the financial   year 2019-20 well within time with the 

jurisdictional Registrar of Companies. The Registrar inspected the statements 

and after reviewing them, felt the need to seek clarifications on certain 

matters. Accordingly, a written notice was sent by the Registrar to the 

company and its officials directing them to comply with the notice within 

thirty days of its receipt. However, the company and its officials failed to reply 

within the time specified in the notice. 

The Registrar initiated the inquiry and proceeded further for inspecting all the 

documents of the company. While conducting the inquiry, the Registrar on 

prudent grounds believed that some of the documents and other vital 

information in relation to the company would be destroyed or altered by the 

official of the company. With a view to safeguard the documents, the Registrar 

obtained an order from the Special Court and thereafter, seized all such 

material. 
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While inspecting some of the documents the Registrar came to know that the 

Board of Directors had passed a resolution in a Board Meeting held on 10-04-

2019 and thereby, increased the remuneration payable to the directors 

including two whole-time directors and Managing Director to 12℅ of the net 
profits of the company which was a sharp increase of 5% from the preceding 

financial year. 

Prior to the inquiry, two directors of the company, namely, Mr. X and Mr. D 

got retired. The Registrar found from the inspection of the documents that 

they were involved in certain dealings which included selling of the assets of 

the company. On the basis of such information gathered from the inspected 

documents, the Registrar sought some clarifications from both of them 

regarding the dubious transactions. However, both Mr. X and Mr. D refused 

to appear before  him showing their non-availability in the town and also 

represented through a common representative that they were no more a part 

of the Board of Directors of Shri Hari Textiles Limited. 

After the completion of inspection and inquiry, the Registrar submitted a 

written report to the  Central Government in respect of his findings against the 

company. The reports mentioned that there were major discrepancies in the 

assets and liabilities as well as profit and loss statements filed by the company. 

On receipt of report from the Registrar, the Central Government considered it 

necessary to investigate the affairs of the company by the Serious Fraud 

Investigation Office (SFIO). Accordingly, by an order SFIO was directed to 

conduct the investigation of Shri Hari Textiles Limited and submit its report 

within the stipulated time. As instructed by the Central Government, SFIO 

authorised some of its inspectors to investigate the affairs of the company. The 

team deputed by the SFIO included experts in the field of cost accounting, 

financial accounting, taxation, law and forensic auditing. 

While inspecting the company, the team of SFIO came to know that the 

Income-tax authorities had already initiated investigation against Shri Hari 

Textiles Limited. 

 

Question 1 (Chapter 4- Inspection, inquiry and Investigation) 

 

Shri Hari Textiles Limited and its officials failed to submit any reply to the 

written notice issued by the Registrar within the time specified in the notice. 

How much fine can be imposed for such failure? 
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(a) The Company and every defaulting officer shall be punishable with a fine 

up to 

` 1,00,000 and in case of continuing failure, with an additional fine up to ` 

500 for every day after the first during which the failure continues. 

(b) The Company and every defaulting officer shall be punishable with a fine 

up to 

` 1,50,000 and in case of continuing failure, with an additional fine up to ` 

1,000 for every day after the first during which the failure continues. 

(c) The Company and every defaulting officer shall be punishable with a fine 

up to 

` 1,00,000 and in case of continuing failure, with an additional fine up to ` 

5,000 for every day after the first during which the failure continues. 

(d) The Company and every defaulting officer shall be punishable with a fine 

up to 

` 2,00,000 and in case of continuing failure, with an additional fine up to ` 

5,000 for every day after the first during which the failure continues. 

 

Answer 1 

 

The answer is (a). 

 

Question 2 (Chapter 4- Inspection, inquiry and Investigation) 

 

From the case scenario, it is observed that the Registrar seized certain 

important documents in the course of inquiry. After inspection what 

procedure is to followed pertaining to such documents? 

(a) The Registrar is required to submit such documents in the Special Court 

which permitted seizure. 

(b) The Registrar is required to forward all such documents along with the 

inquiry report to the Central Government. 

(c) The Registrar is required to return such documents back to the company 

after making, if considered necessary, the copies of them. 

(d) The Registrar is required to retain such documents until further 
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instruction  is  received from the Special Court. 

 

Answer 2 

The answer is (c). 

 

Question 3 (Chapter 3- Meetings of Board and its powers) 

 

What is the requisite requirement for increasing the remuneration of 

directors including whole-time directors and Managing Director to 12% so 

that it shall be in accordance with the relevant provisions of the Companies, 

Act, 2013? 

(a) Board Resolution increasing the remuneration to 12% needs to be 

authorised at the General Meeting and thereafter, duly sanctioned by the 

ROC. 

(b) Board Resolution increasing the remuneration to 12% needs to be 

authorised at the General Meeting and thereafter, duly sanctioned by the 

Tribunal. 

(c) Board Resolution increasing the remuneration to 12% needs to be 

authorised at the General Meeting subject to Schedule V. 

(d) Board Resolution increasing the remuneration to 12% needs to be 

authorised at the General Meeting and thereafter, duly sanctioned by the 

Central Government through Regional Director. 

 

Answer 3 

 

The answer is (c). 

 

Question 4 (Chapter 4- Inspection, inquiry and Investigation) 

 

The case scenario states that the Registrar of Companies had called ex-
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directors of the company for examining them during the inquiry. Is the 

Registrar empowered to call the ex- directors: 

(a) The Registrar cannot call ex-directors of the company, without the order 

of the court. 

(b) The Registrar may, by issuing a written notice, call the ex-directors for 

seeking the requisite information. 

(c) In case the Registrar is appointed by the Central Government to  conduct 

investigation, then only he can call ex-directors of the company. 

(d) Except the Tribunal, no other authority is empowered to call ex-directors 

of a company for any examination. 

 

Answer 4 

 

The answer is (b). 

 

Question 5 (Chapter 4- Inspection, inquiry and Investigation) 

 

According to the case scenario, while inspecting the company, the team of 

SFIO came to know that the Income-tax authorities had already initiated 

investigation against the company. From the given options, choose the 

correct one that indicates as to how in amidst of such a situation, SFIO will be 

continuing with the investigation. 

(a) SFIO has to put its investigation on hold so long as the company is being 

investigated by Income-tax authorities. 

(b) SFIO will proceed with its investigation on the basis of report submitted 

by Income-  tax authorities. 

(c) SFIO will proceed with its investigation while Income-tax authorities shall 

keep on  hold its investigation. 

(d) SFIO will simultaneously continue its investigation along with the Income-

tax authorities. 
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Answer 5 

The answer is (c). 

 

Case Scenario 7 (Chapter Appointment and Qualifications of Directors) (Nov 

21) 

 

Sukesh Web Developers Ltd. (for short SWD) is a public company, 

incorporated in December, 2018. Sukesh is the Managing Director of the 

company. The company is engaged in the business of developing 

Websites, Mobile App, providing of On-line Platform for conducting 

Business Meetings, Class Room Teachings and providing of pre-filled 

educational Tablets as  per syllabus prescribed by the respective Central 

/ State Boards, of Classes 6 th to 12th. 

At the time of incorporation, the company was formed by 7 members, 

who were actually classmates when they all were doing B.Tech 

(Electronics) from IIT, Mumbai. Initially they contributed the capital from 

their own resources and the paid up capital at the t ime of incorporation 

was ̀  50 crore. Among the 7 members, 3 members occupied the position 

of director in the company. In addition to this, 2 other persons were also 

appointed as Independent Directors. One is a Professor (Finance) in IIM, 

Ahmedabad and another is an Advocate on Record at Supreme Court. 

The popularity and user friendly features of On-Line Products, increased 

the demand, and the turnover of the company dramatically increased 

from ` 100 crore in March 2019 to ` 350 crore by the end of March 2020. 

The Company Secretary in full time employment of the company, apprised 

the Board that,  company should now appoint at least one woman director 

on the Board. The Board agreed and the name of Sudha (the wife of 

Sukesh) was proposed and approved in the General Meeting of the 

company. Sudha was appointed as woman director in the Board of the 

Company with effect from 10th April, 2020. 

Now, the Board of SWD consists of the following persons: 
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S

. 

N

o

. 

Name Designa

tion 

Group 

1

. 

Sukesh Managi

ng 

Director 

Promoter 

2

. 

Rahul Director Promoter 

3

. 

Parmeshwa

r 

Director Promoter 

4

. 

Kamal Indepen

dent 

Director 

Professor (Finance) 

5

. 

Damodar Indepen

dent 

Director 

Advocate on Record 

at Supreme Court 

6

. 

Sudha Woman 

Director 

Wife of MD 

During this pandemic situation, Rahul, one of the member and director in 

the company passed away due to Corona in March 2021. Rahul was the 

key person in procuring new business 

relations and was having good connections with various schools, in which 

the company’s pre- loaded educational Tablets were being supplied. It 

was a great set-back to the company. 

However, the company went on doing business inspite of the fact that 

the minimum requirement of members in SWD reduced from 7 to 6. The 

Company Secretary apprised to the Board that Arundhati (the wife of 

deceased Rahul) has applied for transmission of shares in her name, 

which were held in the name of Rahul. The Board accepted the 

transmission request, and the Board Secretariat of the company entered 

the name of Arundhati as member of the company. Now again the 

minimum requirement of seven members of this public company 

fulfilled. 

During the Financial Year 2020-21 the five meetings of the Board of 

Directors were held, but Sudha, being a woman director, never ever 
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attended any meeting of the Board of Directors due to her shy nature 

and always sought leave of absence of the Board. The Company Secretary 

apprised in the Board Meeting held in April 2021, about the vacation of 

the post of woman  director on account of continuous absence of Sudha 

in the Board Meetings held during the FY 2020-21 and requested the 

Board to again propose for the appointment of new woman director and 

also other director (in replacement of the demise of Rahul, Ex-Director). 

The Board accepted the recommendation of the Company Secretary and 

was advised to move ahead to complete the legal formalities. 

Based on the above scenario, answer the following questions in the light 

of the Companies Act, 2013: 

 

Question 1 

State the legal position w.r.t. appointment of woman director in the 

Board by the SWD: 

(a) It is not required to appoint any woman director, since the 

company is not a listed  entity. 

(b) It is not required to appoint woman director, since the paid-up 

capital of the company is only ` 50 crore, which is below the 

threshold limit of ` 100 crore. 

(c) It is required to appoint at least one woman director, since the 

turnover of  the company has crossed ` 300 crore, which is 

actually ` 350 crore as on 31st March, 2020. 

(d) If both the conditions i.e. paid-up capital of ` 100 crore or 

more; and turnover of 

` 300 crore or more, are fulfilled, then SWD is required to have at 

least one woman director. 

 

Answer 1 

The Answer is (c) 

 

Question 2 

The company is not a listed entity, even then it has appointed two 

Independent Directors. Why? 
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(a) By appointing independent director(s), the company is 

benefitted of their expertise and wisdom. 

(b) The company was required to appoint independent directors 

since its paid-up capital is ` 50 crore, (at the time of 

incorporation) which is above the threshold limi t of 
` 10 crore. 

 

(c) Appointing of Advocate on Records at Supreme Court as 

Independent director is beneficial to address the legal issues. 

(d) The company was used to get the financial advice, hence it 

appointed a Financial Professional as an Independent Director. 

 

Answer 2 
The Answer is (b) 

 

Question 3 

In the above case, Sudha (the wife of Sukesh, Managing Director) was 

appointed to fill up the vacancy of woman director. Whether 

appointment of  relative of Managing Director to  fill up the vacancy 

of woman director is permissible? 

(a) Sudha is the wife of MD, and hence cannot be considered to be 

appointed as woman director. So her appointment is not 

valid. 

(b) There is no prohibition/ restriction in the Companies Act, 2013 

to appoint any woman to fill up the vacancy of woman 

director even she is a relative of any of the director. 

(c) Woman director should be chosen only from the Databank 

maintained by the Indian Institute of Company Affairs (IICA), 

New Delhi. 

(d) Sudha should immediately break the relationship with her 

husband, who is MD in the company, if she want to continue 

as woman director, in order to maintain the independent 

status. 

Answer 3 

The Answer is (b) 
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Question 4 

Sudha being a woman director did not attended any meeting during 

FY 2020 -21. However she always sought leave of absence of the 

Board. Sudha argued that when leave of absence have been sought, 

she may continue to be on Board by holding the Office of Woman 

Director. What is your opinion? 

(a) No, a woman director is given a special treatment under the 

Law, so the post of woman director shall not be treated as 

vacant. 

(b) Since in the given she has sought leave of absence of the 

Board, so the office of woman director shall not be treated 

as vacant. 

(c) The office of a director shall become vacant in case he 

absents himself from all the meetings of the Board of 

Directors held during a period of 12 months with or without 

seeking leave of absence of the Board. 

(d) In option (c) above, words used are ‘he’ and ‘himself’, which 

are used for a male person, so the intention of the law 

makers are very clear and the office of woman director 

cannot be treated as vacant. If the intention of the law 

maker would have been to include a woman director, the 

words in the above sentence [Option C] should have been 

used as ‘she’ and ‘herself’. 
Answer 4 

The Answer is (c) 

 

Case scenario 8 (Chapter The Insolvency and Bankruptcy Code, 2016-) (Nov 

21) 

 

Vivaan Contractors Limited, a public company incorporated under the 

Companies Act, 2013 is engaged in engineering and construction 

business. Over the past 2 years, the company has been struggling to pay 

dues to its various stakeholders such as lenders of working capital, 

suppliers of material, subcontractors, etc. The amount lend by the 

lenders for working capital is 
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secured by first charge over current assets including receivables and 

stock and fixed assets are provided as collaterals. Mr. Ravi, CFO being an 

authorized person to make an application, files for Corporate Insolvency 

Resolution Process (CIRP) to the Adjudicating Authority at Mumbai on 

29th March 2020. The Adjudicating Authority admitted the application 

and passed an order for initiating CIRP under section 10 of the Insolvency 

and Bankruptcy Code (IBC) and accordingly declared moratorium under 

section 14 of the Code. The order passed by the Adjudicating Authority 

did not provide for the appointment of Interim Resolution Professional 

(IRP) and thus, Mr. Rahul was appointed as IRP by a separate order dated 

30th April 2020. The said order copy was however received to Mr. Ravi 

on 3rd May 2020 and on the very same day Mr. Rahul was informed 

regarding his appointment. Subsequently, Mr. Rahul made a public 

announcement and took over the control of the assets of the Corporate 

Debtor. 

 

Question 1 

As per the given facts in the case scenario, in which category the 

lenders for working  capital would fall for the constitution of 

Committee of Creditors? 

(a) Financial Creditors 

(b) Secured Creditors 

(c) Either (a) or (b) 

(d) Both (a) and (b) 

 

Answer 1 

The Answer is (d) 

 

Question 2 

 

What amongst the following is necessary for filing an application for 

CIRP by the authorized representative of Vivaan Contractors 

Limited? 
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(a) Resolution passed by all the directors approving the filing of 

application. 

(b) Special resolution passed by shareholders of  Corporate 

Debtor approving the  filing of application. 

(c) Resolution passed by all the directors followed by approval 

through special resolution of shareholders of the Corporate 

Debtor. 

(d) Ordinary resolution passed by shareholders of Corporate 

Debtor approving the filing of application. 

 

Answer 2 

The Answer is (b) 

 

Question 3 

Which date shall be considered as the insolvency commencement 

date for the purpose of computing the time period for Corporate 

Insolvency Resolution Process? 

(a) 29th March 2020 

(b) 30th April 2020 

(c) 3rd  May 2020 

(d) 6th  May 2020 

 

Answer 3 

The Answer is (b) 

 

Question 4 

Which date shall be the last date of the completion of the 

Corporate Insolvency Resolution Process including any extension 

granted under section 12 of the Code. 

(a) 21st February 2021 

(b) 25th March 2021 
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(c) 24th September 2020 

(d) 28th March 2020 

 

Answer 4 

The Answer is (b) 

 

Question 5 

Under the case scenario, by which date Mr. Rahul, Interim 

Resolution Professional should have the made the public 

announcement under section 15 of the Code 

(a) 3rd May 2020 

(b) 30th April 2020 

(c) 6th  May 2020 

(d) 5th  May 2020 

Answer 5 

The Answer is (c) 
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