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1 Mr. Wise is an independent director in All Well Ltd. Alternatively, he is also an 
independent director in one of the associate company and has been receiving 
remuneration as sitting fee and participation fee for Board meetings Besides, he 
had been purchasing goods from the company and it was contended by a group of 
stakeholders that Mr. Wise is otherwise holding pecuniary relationship in the parent 
company as well its associate which would attract the disqualification of being an 
independent director under the purview of the relevant provisions of the Companies 
Act, 2013. Comment.

The term ‘pecuniary relationship’ conveys different connotations. Section 149 (6) provides 
that an independent director should not have pecuniary relationship with the company, 
its holding, subsidiary or associate company or their promoters or directors during the two 
immediately preceding financial years or during the current financial year. This matter was 
discussed by the MCA with SEBI and it is clarified that ‘pecuniary relationship’ provided in 
section 149(6) of the Act, 2013 does not include receipt of remuneration, from one or more 
companies by way of fee provided under sub-section (5) of section 197, reimbursement 
of expenses for participation in Board or other meetings and profit related commission 
approved by the members in accordance with the relevant provisions of the Act. Based on 
the above clarification, Mr. Wise cannot be said to have pecuniary relationship to attract 
disqualification is being an independent director in one of the associate company of All 
Well Ltd. As regards of purchase of goods or services from the company provided it is in the 
ordinary course of business at arm’s length price as it would be available or payable by 
the general public which are ‘take way transactions’ (section 188) will not be said to have 
pecuniary relationship.

2 Mr. Tactful was appointed as Managing Director for life by the Articles of Association 
of a private company incorporated on 1st June, 2019. The Articles also empowered 
him to appoint a successor. Accordingly, he appointed by a ‘Will’ his only son to 
succeed him after this death. In the light of provisions of the Companies Act, 2013, 
can his son succeed his father after his death as managing director of the company?

According to sub-section (6) of section 166, a director of a company shall not assign his office 
and any assignment so made shall be void. However, the Supreme Court in Oriental Metal 
Pressing Works (P) Ltd. v. Bhaskar Kashinath Thakoor in SC 573 (1961) 3 SCR 329 observed 
that an appointment can be made only if the office is vacant. Transfer by way of assignment 
and appointment are entirely different things. The word ‘his’ used in the section would 
indicate that the office contemplated was one held by the director at the time of assignment. 
The word ‘his’ indicates that an appointment by a director to the office which he previously 
held but did not hold at the date of appointment was not to be included within the word 
‘assignment’. Therefore Mr. Tactful has not made any assignment of his office which is void 
as per the section and his son can succeed his father as Managing Director only after his 
father’s death.

Questions
Sample
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3 A requisite group of shareholders of Delta Ltd submitted an application before the 
NCLT that the affairs of the company are being conducted in an oppressive manner 
and sought for relief. However another group of shareholders contended that the 
application is frivolous on the ground that a single applicant member has made the 
application by annexing the signature of the rest and therefore consent in writing has 
not been obtained and it is not benefitting of all of them. Decide.

Section 244 (2) of the Companies Act, 2013 states that where any members of a company are 
entitled to make an application under (in case of company having share capital not less than 
100 members or 1/10th of total number of its members whichever is less), any one or more of 
them having obtained the consent in writing of the rest, may make the application on behalf 
and for the benefit of all of them. The provision is not a mandatory but directory in nature. 
The word ‘consent’ used lays down that the consent should indicate that the person, who 
has affixed his signature, had applied his mind to the question before them and has given 
consent for certain actions being taken and purpose for which consent is taken. That means 
the consent should reflect that at the time when it was obtained the person whose, “consent” 
was taken was made aware as to what purpose it was to be utilized. The consent in writing as 
used has to be a conscious approval of an action proposed to be taken, meaning thereby, it 
has to be before filing of an application under section 244. This implies an application of mind 
to a particular allegation and the relief prayed. In the instant case, if the prayer of the petition 
indicates that signatures which have been annexed have consciously consented to what is 
prayed for in the petition, there is no ground for others to lend that it is a frivolous petition.

4 Very Well Ltd., was incorporated as start up company in the last six months. Soon 
after its incorporation, the company could not find its seed capital and the prospects 
of its issuing prospectus for more subscription capital is bleak in the near future. 
Some liabilities were already piled up and for which charges were made with the 
Registrar and by the creditors. In the given scenario, as a CA who is well acclaimed in 
the incorporation domain and to let the companies grow as a going concern, Advice 

The Companies Act, 2013 provides and envisages for two scenarios in the given situation 
as options for Very Well Ltd. Depending upon the circumstances the company in the instant 
case can take either of the option and decision. 

Scenario 1

Where a company is formed and registered under this Act for a future project or to hold an 
asset or intellectual property and has no significant accounting transaction, such a company 
or an inactive company may make an application to the Registrar in such manner as may be 
prescribed for obtaining the status of a dormant company. Here “inactive company” means 
a company which has not been carrying on any business or operation, or has not made 
any significant accounting transaction during the last two financial years, or has not filed 
financial statements and annual returns during the last two financial years. 

Scenario 2

In case of a company which has not filed financial statements or annual returns for two 
financial years consecutively, the Registrar shall issue a notice to that company and enter 
the name of such company in the register maintained for dormant companies. A dormant 
company shall have such minimum number of directors, file such documents and pay such 
annual fee as may be prescribed to the Registrar to retain its dormant status in the register 
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and may become an active company on an application made in this behalf accompanied 
by such documents and fee as may be prescribed. A company cannot remain as a dormant 
company for perpetuity. The company shall make a decision to either revert to active status 
within 5 years or the Registrar is empowered to strike off the name of the company from its 
records. (Section 248)

Analysis & Synthesis

In such situations, choosing to attain the status of a dormant company and protecting the 
legal identity and business name of the company is a far more viable option than winding 
up or closing down the company and having to incorporate it once again in the future. The 
Companies Act, 2013 has introduced the concept of dormant company status in India, which 
offers great benefit to companies who, due to the nature of their business, may not be able to 
commence business for a long time from the date of incorporation, for instance any business 
for creation of intellectual property or for a future project. The concept can prove to be very 
useful for construction and real estate companies who can incorporate a company and 
purchase a property or land for future use at lesser rates, and subsequently get the status 
of dormant company. In the given case, the company was incorporated just six months 
back and therefore it can make a request to the Registrar to enter and indicate the status 
of the company as Dormant. Thereafter, the company can fulfil other conditions to revive 
its normalcy and at the same time avoid becoming inactive thereafter in order to avoid the 
notice from the Registrar indicating removal of its name from the Register of Companies.

5 Mr. Rajeev was appointed as a Technical Member of the National Company Law 
tribunal. At the age of 64 years, he resigned by giving a Notice to the Govt. of India as 
a Member of the Tribunal. The Government has advised him to carry on the post for 
the rest of one year period as he will be completing sixty five years of age. Decide.

According to section 416, of the Companies Act, 2013, the President, the Chairperson or any 
Member may, by notice in writing under his hand addressed to the Central Government, 
resign from his office. However, the President, the Chairperson, or the Member shall continue 
to hold office until the expiry of three months from the date of receipt of such notice by the 
Central Government or until a person duly appointed as his successor enters upon his office 
or until the expiry of his term of office, whichever is earliest. In the given case, Mr Rajeev can 
be asked by the Government to hold on the post as a Member for a period of 3 months or till 
such time his successor has been appointed whichever is earlier. 

6 In view of the severe constraints of space and to provide better logistic support and 
speedier services a recognised stock exchange intends to construct an additional 
floor of its exchange outside current location of its building where its operations are 
being carried out. Is it permissible within the regulatory frame work of SCR Act, 1956? 

According to section 13A of the Act, 1956, a stock exchange may establish additional trading 
floor with the prior approval of the Securities and Exchange Board of India in accordance 
with the terms and conditions stipulated by the said Board. “Additional trading floor” means 
a trading ring or trading facility offered by a recognised stock exchange outside its area 
of operation to enable the investors to buy and sell securities through such trading floor 
under the regulatory framework of that stock exchange. The said exchange may establish 
additional trading floor with the prior approval of the SEBI in accordance with the terms and 
conditions stipulated by the said Board.
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7 There exists in the balance sheet of a borrower showing value of an unsecured land 
under the item ‘land and buildings’ and asset reconstruction company (ARC) wants 
to acquire the same by issuing security receipts. Is it a financial asset and whether it 
can be done so Under SARFESAI, 2002?

The definition of financial asset is given in section 2(l) of the Act, 2002. It means debt or 
receivables and includes claim, right, title or interest in any tangible/intangible asset etc. 
An asset which is not a financial asset cannot be securitised, acquired or transferred under 
the Act. Unsecured land is not a financial asset which the Asset Reconstruction Company can 
acquire.

8 A person who has been granted permission by the Central Government to receive 
foreign contribution under the FCRA, 2010 finds that he may be able to utilise 
only 80% of the contribution and desires that out balance 10% be transferred to a 
Orphanage which is registered and 10% to a Pet Animals Welfare Club and not being 
registered. State whether his proposals are in line with the provisions of the FCRA, 
2010.

Prohibition to transfer foreign contribution to other person (Section 7): No person who 
(a) is registered and granted a certificate or has obtained prior permission under this Act; 
and (b) 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. 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.

Rule 24, FCRR, 2011: Procedure for transferring foreign contribution to other registered 
or unregistered persons.

Any person intending to transfer the foreign contribution may make an application to the 
Central Government in Form FC-10. The Central Government may permit the transfer in 
respect of a person who has been granted the certificate of registration or prior permission 
under section 11 of the Act, in case the recipient person has not been proceeded against 
under any provision of the Act. (3) Any transfer of foreign contribution shall be reflected in the 
returns in Form FC-6 as well as in Form FC-10 by the transferor and the recipient.

In case the foreign contribution is proposed to be transferred to a person who has not been 
granted a certificate of registration or prior permission by the Central Government, the 
person concerned may apply for permission to the Central Government to transfer a part 
of the foreign contribution, not exceeding ten per cent, of the total value of the foreign 
contribution received. The application shall be countersigned by the District Magistrate 
having jurisdiction in the place where the transferred funds are sought to be utilised. The 
District Magistrate concerned shall take an appropriate decision in the matter within sixty 
days of the receipt of such request from the person. The donor shall not transfer any foreign 
contribution until the Central Government has approved the transfer.

9 A Joint Venture agreement between a Korean Car manufacture with a leading Indian 
Tyre Manufacturer and Supplier to the cars contained a clause that any dispute that 
arises in regard to the car tyres supplied shall be arbitrated in Chennai. Before the 
agreement was entered into there were old disputes still unsettled. State whether 
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both the disputes (existing and future) can be bundled in the new clause as per the 
Arbitration and Conciliation Act, 1996?

There are two situations in the instant case. One, referring the disputes arising in future 
in relation to and in connection with the principal contract which would be submitted for 
arbitration. This is a arbitration clause in the principal contract. As regards, the disputes that 
already exist for which there was no clause or agreement to the effect, the agreement will be 
a mere submission for consideration before the two parties and not necessarily a agreement 
to the main contract. 

10 An application for Corporate Insolvency Resolution Process was received by the 
Adjudicating Authority under IBC, 2016. The authority rejected the application 
pointing certain defects and later on they were rectified by the applicant and 
admitted by the Authority. The applicant wants to know from which date the process 
for insolvency will start in his case.

The adjudicating authority may either accept or reject the application for corporate 
insolvency process within 14 days from the date of receipt of the application. If there are 
certain defects pointed out by the authority, it should be rectified within 7 days from the date 
of receipt of such notice. The insolvency resolution process shall commence from the date of 
admission of application by the adjudicating authority.

11 A Group of creditors contemplates a proposal that instead of resolving the insolvency 
resolution process in a usual manner be expeditiously completed before the 
Adjudicating Authority. What sort of channel would you suggest as an Insolvency 
Resolution Professional to the creditors group as per the IBC, 2016?

A corporate insolvency resolution process carried out in accordance with this Chapter IV 
of the Code, 2016 shall be called as fast track corporate insolvency resolution process. An 
application for fast track corporate insolvency resolution process may be made in respect of 
the following corporate debtors, namely:- 

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. 

The fast track corporate insolvency resolution process shall be completed within a period of 
ninety days from the insolvency commencement date. The resolution professional shall file 
an application to the Adjudicating Authority to extend the period of the fast track corporate 
insolvency resolution process beyond ninety days if instructed to do so by a resolution passed 
at a meeting of the committee of creditors and supported by a vote of seventy five percent of 
the voting share. the Adjudicating Authority is satisfied that the subject matter of the case is 
such that fast track corporate insolvency resolution process cannot be completed within a 
period of ninety days, it may, by order, extend the duration of such process beyond the said 
period of ninety days by such further period, as it thinks fit, but not exceeding forty-five days. 
Any extension of the fast track corporate insolvency resolution process under this section 
shall not be granted more than once.
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MCQ’s

I. The cooling period for becoming again a small shareholder is
a) One year  b) Two years
c) Three years d) There is no such cooling period.

II. Which of the following personnel is treated as a KMP?
a) CEO/CFO  b) MD/WTD
c) Company Secretary d) all of them as above

III. The expression “arm’s length transaction” means
a)  a transaction between two related parties that is conducted as if they were 

unrelated, so that there is no conflict of interest
b)  a transaction between two related parties that is conducted as if they were related, so 

that there is conflict of interest
c) a transaction where there is materiality/relatively between relative persons 
d) none of the above

IV.  In case of death of the person who has been in prosecution under the PMLA, 2002, the 
proceedings
a) will come to an end   b) will continue
c) will devolve on legal representative d) court to decide

V.  In the order of distribution of liquidation proceeds, which shall stand as second item of 
priority waterfall in the order?

a) workmen dues for the period of 24 months and dues of the secured creditors
b)  wages and any unpaid dues owed to employees, other than workmen for the period of 

12 months
c) dues of central government and state government
d) other debts and dues.
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Problems and Multiple Objective Type  
Questions in various Chapters

Chapter Subject Mater
No of Practical 

Problems
No of 
MCQ’s

Part I: CORPORATE LAWS
Section A: COMPANY LAW ( 70 Marks)

1 APPOINTMENT AND QUALIFICATIONS OF DIRECTORS 27 25

2 MEETINGS OF BOARD AND ITS POWERS 30 20

3 APPOINTMENT AND REMUNERATION OF MANAGERIAL PERSONNEL 9 13

4 INSPECTION, INQUIRY AND INVESTIGATION 11 8

5 COMPROMISES, ARRANGEMENTS AND AMALGAMATIONS 7 9

6 PREVENTION OF OPPRESION AND MISMANAGEMENT 3 2

7 REGISTERED VALUERS 1 3

8 REMOVAL OF NAMES FROM THE REGISTER OF COMPANIES 2 7

9 WINDING UP 7 25

10 COMPANIES INCORPORTED OUTSIDE INDIA 3 8

11 COMPOUNDING OF OFFENCES, ADJUDICATION AND SPECIAL COURTS 6 8

12 NATIONAL COMPANY LAW TRIBUNAL & APPELLATE TRIBUNAL 3 5

13 MISCELLANEOUS PROVISONS 9 4

14 CORPORATE SECRETARIAL PRACTICE – DRAFTING OF NOTICES, RESOLUTIONS, 
MINUTES AND REPORTS

5 -

15 PRODUCER COMPANIES (BASED ON THE COMPANIES ACT, 1956 AND HENCE NOT 
RELEVANT FROM EXAMINATION PERSPECTIVE)

- -

Section B: SECURITIES LAWS

16 SECURITIES CONTRACT (REGULATION) ACT, 1956 & SCRA, RULES, 1957 11 10

17 SEBI ACT, 1992, SEBI (ICDR) REGULATIONS & SEBI (LODR) REGULATIONS, 2015 - 8

Part II: ECONOMIC LAWS (30 Marks)
18 THE FOREIGN EXCHANGE MANAGEMENT ACT, 1999 21 6

19 THE SECURITISATION AND RECONSTRCUTION OF FINANCIAL ASSETS AND 
ENFORCEMNT OF SECURITY INTEREST ACT, 2002 (SARFESAI)

17 8

20 THE PREVENTION OF MONEY LAUNDERING ACT, 2002 9 9

21 THE FOREIGN CONRIBUTION (REGULATION) ACT, 2010 8 6

22 THE ARBITRATION AND CONCILIATION ACT, 1996 11 10

23 THE INSOLVENCY AND BANKRUPTCY CODE, 2016 12 12
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