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Intermediate Course: Group - I   (Mock Test Paper - Series : 2) 
DATE: 04.10.2024            MAXIMUM MARKS: 100              TIMING: 3¼ Hours 
 

CORPORATE AND OTHER LAW 
 

 

1. The question paper comprises two parts, Part I and Part II. 

2. Part I comprises Case Scenario based Multiple Choice Questions (MCQs). 

3. Part II comprises questions which require descriptive type answers. 

 

PART I – CASE SCENARIO BASED MCQs (30 MARKS) 

PART - I IS COMPULSORY 
 

Ans. 1 to Ans. 5:  

1. Ans. (d)  

2. Ans. (b)  

3. Ans. (c)  

4. Ans. (c) 

5. Ans. (d) 

MCQ [5 MCQ of 2 Marks Each : Total 10 Marks] 

 

Ans. 6 to Ans. 10: 

Case Scenario  

6. Ans. (c)  

7. Ans. (d) 

8. Ans. (d)  

9. Ans. (d)  

10. Ans. (c)  

MCQ [5 MCQ of 2 Marks Each : Total 10 Marks] 

 

11. Ans. (b) 

12. Ans. (c) 

13. Ans. (c) 

14. Ans. (c) 

15. Ans. (d)  

MCQ [5 MCQ of 2 Marks Each : Total 10 Marks] 

 

PART II - DESCRIPTIVE QUESTIONS (70 MARKS) 
QUESTIONS NO. 1 IS COMPULSORY. CANDIDATES ARE REQUIRED TO  

ANSWER ANY FOUR QUESTIONS FROM THE REMAINING FIVE QUESTIONS  

Wherever necessary, suitable assumptions may be made and disclosed by way of a 

note. Working Notes should form part of the answer. 

 

Answer 1: 

(a) Section 8 of the Companies Act, 2013 deals with the formation of companies which 

are formed to promote the charitable objects of commerce, art, science, education, 

sports etc. Such company intends to apply its profit in promoting its objects. Section 

8 companies are registered by the Registrar only when a license is issued by the 

Central Government to them. Since, Sindhu School was a Section 8 company and it 

had started violating the objects of its objective clause, hence in such a situation the 

following powers can be exercised by the Central Government: 

{2 M} 
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(i) The Central Government may by order revoke the licence of the company 

where the company contravenes any of the requirements or the conditions of 

this sections subject to which a licence is issued or where the affairs of the 

company are conducted fraudulently, or violative of the objects of the 

company or prejudicial to public interest, and on revocation the Registrar 

shall put ‗Limited‘ or ‗Private Limited‘ against the company‘s name in the 

register. But before such revocation, the Central Government must give it a 

written notice of its intention to revoke the licence and opportunity to be 

heard in the matter. 

(ii) Where a licence is revoked, the Central Government may, by order, if it is 

satisfied that it is essential in the public interest, direct that the company be 

wound up under this Act or amalgamated with another company registered 

under this section. However, no such order shall be made unless the company 

is given a reasonable opportunity of being heard. 

(iii) Where a licence is revoked and where the Central Government is satisfied 

that it is essential in the public interest that the company registered under 

this section should be amalgamated with another company registered under 

this section and having similar objects, then, notwithstanding anything to the 

contrary contained in this Act, the Central Government may, by order, 

provide for such amalgamation to form a single company with such 

constitution, properties, powers, rights, interest, authorities and privileges 

and with such liabilities, duties and obligations as may be specified in the 

order. 

 

Answer:  

(b) Directors‟ Responsibility Statement: According to section 134(5) of the 

Companies Act, 2013, the Directors‘ Responsibility Statement referred to in 

134(3)(c) shall state that— 

(1) in the preparation of the annual accounts, the applicable accounting 

standards had been followed along with proper explanation relating to 

material departures; 

(2) the directors had selected such accounting policies and applied them 

consistently and made judgments and estimates that are reasonable and 

prudent so as to give a true and fair view of the state of affairs of the 

company at the end of the financial year and of the profit and loss of the 

company for that period; 

(3) the directors had taken proper and sufficient care for the maintenance of 

adequate accounting records in accordance with the provisions of this Act for 

safeguarding the assets of the company and for preventing and detecting 

fraud and other irregularities; 

(4) the directors had prepared the annual accounts on a going concern basis; and 

(5) the directors, in the case of a listed company, had laid down internal financial 

controls to be followed by the company and that such internal financial 

controls are adequate and were operating effectively. 

 Here, the term ―internal financial controls‖ means the policies and procedures 

adopted by the company for ensuring the orderly and efficient conduct of its 

business, including adherence to company‘s policies, the safeguarding of its 

assets, the prevention and detection of frauds and errors, the accuracy and 

completeness of the accounting records, and the timely preparation of reliable 

financial information; 

(6) the directors had devised proper systems to ensure compliance with the 

provisions of all applicable laws and that such systems were adequate and 

operating effectively. 
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Answer: 

(c) Toy Ltd. being a Japanese company would be a person resident outside India. 

[Section 2(w)]. Section 2(u) defines ‗person‘. Under clause (viii) thereof person 

would include any agency, office or branch owned or controlled by such ‗person‘. The 

term such ‗person‘ appears to refer to a person who is included in clauses (i) to (vi). 

Accordingly, robotic unit in Mumbai, being a branch of a company, would be a 

‗person‘. 

Section 2(v) defines ‗person resident in India‘. Under clause (iii) thereof ‗person 

resident in India‘ would include an office, branch or agency in India owned or 

controlled by a person resident outside India. Robotic unit in Mumbai is owned or 

controlled by a person ‗resident outside India‘. Hence, it would be ‗person resident in 

India‘. 

The robotic unit headquartered in Mumbai, which is a person resident in India as 

discussed above, controls the Singapore branch, Hence, the Singapore branch is a 

‗person resident in India‘. 

 

Answer 2: 

(a) XYZ Limited is advised to immediately file an application for rectification of the 

Register of Charges in Form No. CHG-8 with the Central Government in accordance 

with Section 87 of the Companies Act, 2013. 

Section 87 and Rule 12 empower the Central Government to order rectification of 

Register of Charges in the following cases of default: 

(i) when there was omission in giving intimation to the Registrar with respect to 

payment or satisfaction of charge within the specified time; 

(ii) when there was omission or mis-statement of any particulars in any filing 

previously made to the Registrar. Such filing may relate to any charge or any 

modification of charge or with respect to any memorandum of satisfaction or 

other entry made under Section 82 (Company to report satisfaction of 

charge) or Section 83 (Power of Registrar to make entries of satisfaction and 

release). 

Before directing that the ‗time for giving the intimation of payment or satisfaction 

shall be extended‘ or the ‗omission or mis-statement shall be rectified‘, the Central 

Government needs to be satisfied that such default was accidental or due to 

inadvertence or because of some other sufficient cause or it was not of a nature to 

prejudice the position of creditors or shareholders of the company. 

The application in Form CHG-8 shall be filed by the company or any interested 

person. Therefore, OK Bank can also proceed under Section 87 as aforesaid. 

The order of rectification shall be made by the Central Government on such terms 

and conditions as it deems just and expedient. 

 

Answer: 

(b) As per Section 19 of the Companies Act, 2013, no company shall, hold any shares in 

its holding company and no holding company shall allot or transfer its shares to any 

of its subsidiary companies and any such allotment or transfer of shares of a 

company to its subsidiary company shall be void. 

 However, this shall not apply where the subsidiary company is a shareholder even 

before it became a subsidiary company of the holding company. 

 In the given case, H Ltd. has acquired 55% paid up share capital of S Ltd. on 10th 

March 2018. Whereas, S Ltd. has been holding 10% paid up share capital of H Ltd. 

since 15th March, 2017. The said instance as asked in the question falls under the 

exception stated above. 
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 Therefore - 

(i) Holding of shares by S Ltd. in H Ltd. is valid in view of the proviso (c) to sub-

section (1) of section 19 of the Act, which states that the restrictions of 

provisions of section 19(1) will not be applicable where the subsidiary 

company is a shareholder even before it became a subsidiary company of the 

holding company. 

(ii) Allotment of bonus shares by H Ltd. to S Ltd. is also valid in view of the above 

proviso. 

 

Answer: 

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

 ‗Immovable Property‘ shall include: 

(i) Land, 

(ii) Benefits to arise out of land, and 

(iii) Things attached to the earth, or 

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

It is an inclusive definition. It contains four elements: land, benefits to arise out of 

land, things attached to the earth and things permanently fastened to anything 

attached to the earth. Where, in any enactment, the definition of immovable 

property is in the negative and not exhaustive, the definition as given in the General 

Clauses Act will apply to the expression given in that enactment. 

In the instant case, X sold Land along with timber (obtained after cutting trees) of 

fifty tamarind trees of his land. According to the above definition, Land is immovable 

property; however, timber cannot be immovable property since the same are not 

attached to the earth. 

 

Answer 3: 

(a) Conditions for the issue of equity shares with differential rights (Rule 4 of the 

Companies (Share capital and Debenture) Rules, 2014): No company limited by 

shares shall issue equity shares with differential rights as to dividend, voting or  

otherwise,  unless it complies with the following conditions, namely:- 

 

(1) the articles of association of the company authorizes the issue of shares with 

differential rights; 

(2) the issue of shares is authorized by an ordinary resolution passed at a general 

meeting of the shareholders. 

(3) However, where the equity shares of a company are listed on a recognized 

stock exchange, the issue of such shares shall be approved by the 

shareholders through postal ballot; 

(4) the shares with differential rights shall not exceed twenty-six percent of the 

total post-issue paid up equity share capital including equity shares with 

differential rights issued at any point of time; 

(5) the company is having consistent track record of  distributable profits for the 

last  three years; 

(6) the company has not defaulted in filing financial statements and annual 

returns for three financial years immediately preceding the financial year in 

which it is  decided  to issue such shares; 

(7) the company has no subsisting default in the payment of a declared dividend 

to its shareholders or repayment of its matured deposits or redemption of its 

preference shares or debentures that have become due for redemption or 

payment of interest on such deposits or debentures or payment of dividend; 
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(8) the company has not defaulted in payment of the dividend on preference 

shares or repayment of any term loan from a public financial institution or 

State level financial institution or Scheduled Bank that has become repayable 

or  interest  payable  thereon or dues with respect to statutory payments 

relating to its employees to any authority or default in crediting the amount in 

Investor  Education  and  Protection Fund to the Central Government; 

(9) However, a company may issue equity shares with differential rights upon 

expiry of five years from the end of the financial Year in which such default 

was made good. 

(10) the company has not been penalized by Court or Tribunal  during  the  last  

three years of any offence under the Reserve Bank of India Act, 1934, the 

Securities and Exchange Board of India Act, 1992, the Securities Contracts 

Regulation Act, 1956,  the Foreign Exchange Management Act, 1999 or any 

other special Act, under which such companies being regulated by sectoral 

regulators. 

 

Answer: 

(b) Section 109 of the Companies Act, 2013 provides for the demand of poll before or on 

the declaration of the result of the voting on any resolution on show of hands. 

Accordingly, section 109 (1) lays down as under: 

Before or on the declaration of the result of the voting on any resolution on show of 

hands, a poll may be ordered to be taken by the Chairman of the meeting on 

his own motion, and shall be ordered to be taken by him on a demand made 

in that behalf:- 

(a) In the case of a company having a share capital, by the members present in 

person or by proxy, where allowed, and having not less than one-tenth of the 

total voting power or holding shares on which an aggregate sum of not less 

than five lakh rupees or such higher amount as may be prescribed has been 

paid-up; and 

(b) in the case of any other company, by any member or members present in 

person or by proxy, where allowed, and having not less than one tenth of the 

total voting power. 

Withdrawal of the demand for poll: According to section 109 (2), the demand for 

a poll may be withdrawn at any time by the persons who made the demand. 

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

(i) The chairman cannot reject the demand for poll subject to the provisions 

contained in the articles of company. 

(ii) The chairman cannot reject the request of the members for withdrawal of the 

demand for poll. 

 

Answer: 

(c) Restrictive and extensive definitions: The definition of a word or expression in 

the definition section may either be restricting of its ordinary meaning or may be  

extensive  of the same. 

When a word is defined to „mean‟ such and such, the definition is ‗prima facie‘ 

restrictive and exhaustive, we must restrict the meaning of the word to that given in 

the definition section. 

But where the word is defined to „include‟ such and such, the definition is ‗prima 

facie‘ extensive: here the word defined is not restricted to the meaning assigned to it 

but has extensive meaning which also includes the meaning assigned to it in the  

definition section. 

 

{1 M} 

{1 M} 

{1 M} 

{2 M} 

{2 M} 



MITTAL COMMERCE CLASSES                   

(GI-1, GI-2, GI-3 & GI-4)  6 | P a g e  

 

Thus, 

(i) The definition is restrictive and exhaustive to the effect that only an entity 

incorporated under the Companies Act, 2013 or under any previous 

Companies Act, shall deemed to be company. 

(ii) The definition is inclusive in nature, thereby the meaning assigned to the 

respective word (here ‗person‘) is extensive. It has a wider scope to include 

other terms into the ambit of the definition having regard to the object of the 

definition. 

 

Answer 4: 

(a) In the instant case, Mr. A is holding appointment in 4 companies, Mr. B is having 

appointment in 6 companies and Mr. C is having appointment in 10 companies. In 

aggregate all three partners are having 20 audits. 

As per section 141(3)(g) of the Companies Act, 2013, a person shall not be eligible 

for appointment as an auditor if he is in full time employment elsewhere or a person 

or a partner of a firm holding appointment as its auditor, if such person or partner is 

at the date of such appointment or reappointment holding appointment as auditor of 

more than twenty companies other than one person companies, dormant companies, 

small companies and private companies having paid-up share capital less than Rs. 

100 crore. 

As per section 141 (3)(g), this limit of 20 company audits is per person. In the case 

of an audit firm having 3 partners, the overall ceiling will be 3 × 20 = 60 companies‘ 

audit. Sometimes, a Chartered Accountant may be a partner in a number of auditing 

firms. In such a case, all the firms in which he is partner or proprietor will be 

together entitled to 20 company audits only on his account. 

Therefore, ABC & Co. can hold appointment as an auditor of 40 more companies: 

Total Number of audits for which the firm would be eligible = 20*3 = 60 Number of 

audits already taken by all the partners 

In their individual capacity = 4+6+10     = 20 

Remaining number of audits available to the firm    = 40 

With reference to above provisions, an auditor can hold more appointment as auditor 

(i.e. ceiling limit as per section 141(3)(g) - already holding appointments as an 

auditor). Hence 

i. Mr. A can hold: 20 – 4 = 16 more audits. 

ii. Mr. B can hold 20 - 6 = 14 more audits and 

iii. Mr. C can hold 20-10 = 10 more audits. 

 

Answer: 

(b) Section 5 of Limited Liability Partnership Act, 2008 provides any individual or body 

corporate may be a partner in an LLP. However, an individual shall not be capable of 

becoming a partner of a LLP, if— 

(a) he has been found to be of unsound mind by a Court of competent jurisdiction 

and the finding is in force; 

(b) he is an undischarged insolvent; or 

(c) he has applied to be adjudicated as an insolvent and his application is 

pending. 

Further, Section (2)(1)(e) provides that a Body Corporate it means a company as 

defined in ‗clause (20) of section 2 of the Companies Act, 2013 and includes— 

(i) an LLP registered under this Act; 

(ii) an LLP incorporated outside India; and 

(iii) a company incorporated outside India,  
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but does not include— 

(i) a corporation sole; 

(ii) a co-operative society registered under any law for the time being in force; 

and 

(iii) any other body corporate (not being a company as defined in ‗clause (20) of 

section 2 of the Companies Act, 20132‘ or a limited liability partnership as 

defined in this Act), which the Central Government may, by notification in the 

Official Gazette, specify in this behalf. 

Therefore, HUF is not covered in the definition of body corporate and cannot be 

partner in LLP. 

 

Answer: 

(c) Provisions applicable to making of rules or bye-laws after previous publications 

[Section 23 of the General Clauses Act, 1897]: 

Where, by any Central Act or Regulation, a power to make rules or bye-laws is 

expressed to be given subject to the condition of the rules or bye-laws being made 

after previous publication, then the following provisions shall apply, namely:- 

(1) Publish of proposed draft rules/ bye - laws: The authority having power to 

make the rules or bye-laws shall, before making them,  publish  a  draft  of  

the  proposed rules or bye-laws for the information of persons likely to be 

affected thereby; 

(2) To publish in the prescribed manner: The publication shall be made in such 

manner as that authority deems to be sufficient, or, if the condition with 

respect to previous publication so requires, in such manner as the 

Government concerned prescribes; 

(3) Notice annexed  with  the published  draft: There shall  be published with the 

draft  a notice specifying a date on or after which the draft will be taken into 

consideration; 

(4) Consideration on suggestions/objections received from other authorities: The 

authority having power to make the rules or bye-laws, and, where the  rules 

or bye-  laws are to be made with the  sanction,  approval  or  concurrence  of  

another authority, that authority also shall  consider  any objection or  

suggestion  which  may be received by the authority having power to make 

the rules or bye-laws from any person with respect to the draft before the 

date so specified; 

(5) Notified in the official gazette: The publication in the Official Gazette of a rule 

or bye-law purporting to have been made in exercise of a power to  make 

rules  or bye- laws after previous publication shall be conclusive proof that  

the  rule  or  bye-laws have been duly made. 

 

Answer 5: 

(a) Section 15 of LLP Act, 2008 provides no LLP shall be registered by a name which, in 

the opinion of the Central Government is— 

(a) undesirable; or 

(b) identical or too nearly resembles to that of any other ‗LLP or a company or a 

registered trade mark of any other person under the Trade Marks Act, 1999‘. 

Further, section 17 provides, if the name of LLP is identical with or too nearly 

resembles to- 

(a) that of any other LLP or a company; or 

(b) a registered trade mark of a proprietor under the Trade Marks Act, 1999 

 

 

{1 M} 

{1 M} 

{1 M} 

{1 M} 

{1 M} 

{2 M} 

{2 M} 



MITTAL COMMERCE CLASSES                   

(GI-1, GI-2, GI-3 & GI-4)  8 | P a g e  

 

then on an application of such LLP or proprietor referred to in clauses (a) and (b) 

respectively or a company, the CG may direct that such LLP to change its name 

within a period of 3 months from the date of issue of such direction. 

Following the above provisions, LLP need not change its name if its name resembles 

with the name of a partnership firm. These provisions are applicable only in case 

where name is resembles with LLP, company or a registered trade mark of a 

proprietor. 

Hence, M/s Crystal Steels LLP need not change its name even it resembles with the 

name of partnership firm. 

 

Answer:  

(b) (i)  The appointment and re-appointment of auditor of a Government Company or 

a government controlled company is governed by the provisions of section 

139 of the Companies Act, 2013 which are summarized as under: 

The first auditor shall be appointed by the Comptroller and Auditor General of 

India within 60 days from the date of incorporation and in case of failure to do 

so, the Board shall appoint auditor within next 30 days and on failure to do so 

by Board of Directors, it shall inform the members, who shall appoint the 

auditor within 60 days at an extraordinary general meeting (EGM), such 

auditor shall hold office till conclusion of first Annual General Meeting. 

In case of subsequent auditor for existing government companies, the 

Comptroller & Auditor General of India shall appoint the auditor within a 

period of 180 days from the commencement of the financial year and the 

auditor so appointed shall hold his position till the conclusion of the Annual 

General Meeting. 

(ii) In the given case as the total shareholding of the XYZ Bank is just 18% of the 

subscribed capital of the company, it is not a government company. Hence 

the provisions applicable to non-government companies in relation to the 

appointment of auditors shall apply. 

The auditor shall be appointed as follows: 

(1) The company shall, at the first annual general meeting, appoint an 

individual or a firm as an auditor who shall hold office from the 

conclusion of that meeting till the conclusion of its sixth annual general 

meeting and thereafter till the conclusion of every sixth meeting. 

(2) Before such appointment of auditor is made, the written consent of the 

auditor to such appointment, and a certificate from him or firm of 

auditors that the appointment, if made, shall be obtained from the 

auditor: 

Further, the company shall inform the auditor concerned of his or its 

appointment, and also file a notice of such appointment with the Registrar 

within 15 days of the meeting in which the auditor is appointed. 
 

Answer: 

(c) (i)  According to section 123(3) of the Companies Act, 2013, the Board of 

Directors of a company may declare interim dividend during any financial year 

or at any time during the period from closure of financial year till holding of 

the annual general meeting out of the surplus in the profit and loss account or 

out of profits of the financial year for which such interim dividend is sought to 

be declared or out of profits generated in the financial year till the quarter 

preceding the date of declaration of the interim dividend. 
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 In the instant case, Moon Light Limited has complied due diligence in 

declaring interim dividend as the Interim Dividend was declared by Board of 

Directors at their meeting held on 7th July, 2020 before holding its first 

Annual General Meeting. Also, the financial statement revealed net profit so 

the interim dividend can be paid out of profits of the financial year ending 

31st March, 2020. 

(ii) According to section 8 (1) of the Companies Act, 2013, a company having 

licence under Section 8 (Formation of companies with charitable objects, etc.) 

is prohibited from paying any dividend to its members. Its profits are 

intended to be applied only in promoting the objects for which it is formed. 

(iii) Penal consequences: According to section 127 of the Companies Act, 2013, 

where a dividend has been declared by a company but has not been paid or 

the warrant in respect thereof has not been posted within thirty days from the 

date of declaration to any shareholder entitled to the payment of the 

dividend, every director of the company shall, if he is knowingly a party to the 

default, be punishable with imprisonment which may extend to two years and 

with fine which shall not be less than one thousand rupees for every day 

during which such default continues and the company shall be liable to pay 

simple interest at the rate of eighteen per cent per annum during the period 

for which such default continues. 

 

Answer 6: 

(a) According to section 103 of the Companies Act, 2013, unless the articles of the 

company provide for a larger number in case of a public company, five members 

personally present if the number of members as on the date of meeting is not more 

than one thousand, shall be the quorum. 

In this case the quorum for holding a general meeting is 7 members to be personally 

present (higher of 5 or 7). For the purpose of quorum, only those members are 

counted who are entitled to vote on resolution proposed to be passed in the meeting. 

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

proxies whether they are members or not will have to be excluded for the purpose of 

quorum. 

If a company is a member of another company, it may authorize a person by 

resolution to act as its representative at a meeting of the latter company, then such 

a person shall be deemed to be a member present in person and counted for the 

purpose of quorum. Where two or more companies which are members of another 

company, appoint a single person as their representative then each such company 

will be counted as quorum at a meeting of the latter company. 

Further, the President of India or Governor of a State, if he is a member of a 

company, may appoint such a person as he thinks fit, to act as his representative at 

any meeting of the company. A person so appointed shall be deemed to be a 

member of such a company and thus considered as member personally present. 

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

‗A‘ will be included for the purpose of quorum. B & C have to be excluded for the 

purpose of quorum because they represent the preference shares and since the 

agenda being the appointment of Managing Director, their rights cannot be said to be 

directly affected and therefore, they shall not 

have voting rights. D will have two votes for the purpose of quorum as he represents 

two companies ‗Y Ltd.‘ and ‗Z Ltd.‘ E, F, G and H are not to be included as they are 

not members but proxies representing the members. 

Thus, it can be said that the requirement of quorum has not been met and the 

composition shall not constitute a valid quorum for the meeting. 

OR 
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Answer 6: 

(a) Normally, general meetings are to be called by giving at least 21 clear days‘ notice 

as required by Section 101 (1) of the Companies Act, 2013. 

As an exception, first proviso to Section 101 (1) states that a general meeting may 

be called after giving shorter notice than that specified in sub-section (1) of Section 

101, if consent, in writing or by electronic mode, is accorded thereto— 

(i) in the case of an annual general meeting, by not less than ninety-five per 

cent. of the members entitled to vote thereat; and 

(ii) in the case of any other general meeting, by members of the company— 

(a) holding, if the company has a share capital, majority in number of 

members entitled to vote and who represent not less than ninety- five 

per cent. of such part of the paid-up share capital of the company as 

gives a right to vote at the meeting; or 

(b) having, if the company has no share capital, not less than ninety- five 

per cent. of the total voting power exercisable at that meeting. 

Second proviso to Section 101 (1) clarifies that where any member of a company is 

entitled to vote only on some resolution or resolutions to be moved at a meeting and 

not on the others, those members shall be taken into account for the purposes of 

sub section (1) of section 101 in respect of the former resolution or resolutions and 

not in respect of the latter. 

In view of the above provisions, Shilpikaar Constructions Limited is permitted to call 

the requisite general meeting by giving a shorter notice. However, the members 

holding at least ninety-five per cent of the paid-up share capital of the company 

which gives them a right to vote at the meeting must consent to the shorter notice. 

Hence, the opinion of Vimlesh that there shall be contravention of relevant provisions 

attracting penalty if a general meeting is called at shorter notice than usually 

required is not correct. 

 

Answers:  

(b) Preparation and filing of financial statements by a foreign company: 

According to section 381 of the Companies Act, 2013: 

(i) Every foreign company shall, in every calendar year,— 

(a) make out a balance sheet and profit and loss account in such form, 

containing such particulars and including or having attached or 

annexed thereto such documents as may be prescribed, and 

(b) deliver a copy of those documents to the Registrar. 

 According to the Companies (Registration of Foreign Companies) Rules, 2014, 

every foreign company shall prepare financial statement of its Indian business 

operations in accordance with Schedule III or as near thereto as possible for 

each financial year including: 

(1) documents that are required to be annexed should be in accordance 

with Chapter IX i.e. Accounts of Companies. 

(2) The documents relating to copies of latest consolidated financial 

statements of the parent foreign company, as submitted by it to the 

prescribed authority in the country of its incorporation under the 

applicable laws there. 

(ii) The Central Government is empowered to direct that, in the case of any 

foreign company or class of foreign companies, the requirements of clause (a) 

of section 381(1) shall not apply, or shall apply subject to such exceptions 

and modifications as may be specified in notification in that behalf. 

(iii) If any of the specified documents are not in the English language, a certified 

translation thereof in the English language shall be annexed. [Section 381 (2)] 
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(iv) Every foreign company shall send to the Registrar along with the documents 

required to be delivered to him, a copy of a list in the prescribed form, of all 

places of business established by the company in India as at the date with 

reference to which the balance sheet referred to in section 381(1) is made. 

 According to the Companies (Registration of Foreign Companies) Rules, 2014, 

every foreign company shall file with the Registrar, along with the financial 

statement, in Form FC-3 with such fee as provided under Companies 

(Registration Offices and Fees) Rules, 2014 a list of all the places of business 

established by the foreign company in India as on the date of balance sheet. 

 According to the Companies (Registration of Foreign Companies) Rules, 2014, 

if any foreign company ceases to have a place of business in India, it shall 

forthwith give notice of the fact to the Registrar, and as from the date on 

which notice is so given, the obligation of the company to deliver any 

document to the Registrar shall cease, if it does not have other place of 

business in India. 

(v) According to the Companies (Registration of Foreign Companies) Rules, 2014, 

(a) Further, every foreign company shall, along with the financial 

statement required to be filed with the Registrar, attach thereto the 

following documents; namely:- 

(1) Statement of related party transaction 

(2) Statement of repatriation of profits 

(3) Statement of transfer of funds (including dividends, if any) 

The above statements shall include such other particulars as are 

prescribed in the Companies (Registration of Foreign Companies) 

Rules, 2014. 

(b) All these documents shall be delivered to the Registrar within a period 

of 6 months of the close of the financial year of the foreign company to 

which the documents relate. 

 

Answers:  

(c) Under provisions of section 5 of the Foreign Exchange Management Act, 1999 certain 

Rules have been made for drawal of Foreign Exchange for Current Account 

transactions. As per these Rules, Foreign Exchange for some of the Current Account 

transactions is prohibited. As regards some other Current Account transactions, 

Foreign Exchange can be drawn with prior permission of the Central Government 

while in case of some Current Account transactions, prior permission of Reserve 

Bank of India is required. 

 (i) In respect of item No.(i), i.e., remittance out of lottery winnings, such 

remittance is prohibited and the same is included in First Schedule to the 

Foreign Exchange Management (Current Account Transactions) Rules, 2000. 

Hence, Mr. Sane cannot withdraw Foreign Exchange for this purpose. 

 (ii) Foreign Exchange for meeting expenses of cultural tour can be withdrawn by 

any person after obtaining permission from Government of India, Ministry of 

Human Resources Development, (Department of Education and Culture) as 

prescribed in Second Schedule to the Foreign Exchange Management (Current 

Account Transactions) Rules, 2000. Hence, in respect of item (ii), Mr. Sane 

can withdraw the Foreign Exchange after obtaining such permission. 

 In all the cases, where remittance of Foreign Exchange is allowed, either by general 

or specific permission, the remitter has to obtain the Foreign Exchange from an 

Authorised Person as defined in Section 2(c). 
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