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Question Numbers 1, 2 and 3 are compulsory. Answer any four from the rest.

Question 1. Answer any two of the following (5 marks each):

(a) 
The paid up capital of Needy Private Limited is Rs. 5 lakhs. Liberal Finance Ltd. has agreed to grant a loan or Rs. 2 crores to Needy Private Limited on the condition that Liberal Finance Ltd. shall have a right to nominate Mr. Successful, Mr. Achiever and Mr. Reliable as directors on the Board of Needy Private Limited. The articles of Needy Private Limited require every director to hold qualification shares of a nominal value of Rs. 20,000. Answer the following in view of the provisions of the Companies Act, 1956: 

(i) 
Whether appointments of the three directors by Liberal Finance Ltd. can be made in accordance with the Loan Agreement entered into by Liberal Finance Ltd. and Needy Private Limited?

(ii) 
Whether the three directors nominated by Liberal Finance Ltd. shall have to obtain the qualification shares. If yes, what will be the value of the qualification shares?

(ii) 
Assuming that all legal requirements for appointment of the three directors are complied with, and the three directors hold requisite qualification shares, if any, whether these directors are required to disclose their interest in an agreement put for consideration in the Board meeting of Liberal Finance Ltd., and can they vote thereat?
(b) 
M/s Brokers & Brokers, a member of a recognised stock exchange propose to buy and sell shares of a particular company on behalf of investors as well as on their own account. They seek your advice as to restrictions, if any, under Securities Contracts (Regulation) Act, 1956 for dealing in securities on their own account. Advise.
(c) 
What do you mean by the terms ‘corporatisation’, ‘demutualisation’ and ‘scheme’? Explain the consequences where a stock exchange fails to corporatise or demutualise.
Question 2. Answer any two of the following (7 marks each):

(a) 
According to Foreign Exchange Management Act, 1999, a person resident in India shall take all reasonable steps to repatriate to India any amount of foreign exchange earned and accrued to him. What is meant by the expression ‘repatriate to India’? State the cases where foreign exchange can be held or need not be repatriated to India by a resident in India.
(b) 
State whether there are any restrictions in respect of the following transactions:

(i)
Drawal of foreign exchange for payments due on account of amortisation of loans.

(ii)
Purchase of shares of a company engaged in plantation activities by a person resident outside India.
(iii) 
Transfer by a person resident in India of an immovable property situated outside India which was acquired by him when he was resident outside India.
(c) 
Explain the powers of the Central Government to supersede the Competition Commission of India.

Question 3. Answer any two of the following (7 marks each):

(a) 
M/s Herbal Pharma Limited, a listed company, decides to make a public issue of equity shares. Explain briefly the eligibility norms prescribed by SEBI guidelines to be complied with by the company.
(b) 
SEBI received a compliant from an investor that he has not received the payment due to him from a registered stock broker. Explain the action that can be taken by SEBI against the stock broker under the provisions of Securities and Exchange Board of India Act, 1992 and the factors that will be taken into account while taking such action.
(c) 
Explain the rules relating to interpretation of the terms ‘subject to’ and ‘notwithstanding’ used in the provisions of an Act. State the effect of the term ‘notwithstanding anything contained in this Act’ used in section 408 of the Companies Act empowering the Central Government to prevent oppression or mismanagement.
Question 4. 
(8 + 7 Marks)
(a) 
(i) 
Director’s Responsibility Statement is required to be made only when a company has not made compliances with the provisions of the Companies Act, 1956. The contents of the Director’s Responsibility Statement shall be such as deem fit by the directors. Comment. 

(ii) 
The Companies Act has made it obligatory for every company to file annual accounts every year. Comment.
(b) 
(i) 
ABN Limited has entered into an agreement with the State Bank of India for borrowing of Rs. 5 crores as term loan against the security of its assets. The directors contend that such borrowings do not attract section 372A of the Companies Act, 1956.

(ii) 
JKL Limited is considering offering a guarantee to Mr. Ram Gopal who has agreed to provide loan to Mr. Janak, the managing director of the company. JKL Limited contends that such guarantee does not require any compliance under the Companies Act, 1956.
Question 5. 
(8 + 7 Marks)
(a) 
State the legal position in the following cases:

(i) 
The directors refuse to carry out a sale agreement resolved by the members in general meeting because in their opinion it is not in the best interests of the company. The members insist that the directors are bound to carry out the agreement since the directors are the agents of the shareholders. The members bring a suit to force the directors to enter into such an agreement. Comment.
(ii) 
The directors of a company have to travel very often for the company’s business. The company makes some advances to them for this purpose which sometimes exceed the actual requirements. Comment.
(b) 
As a secretary of ST Ltd. advise the Board of directors regarding appointment of an alternate director, an additional director, and a director filling a casual vacancy. The articles of ST Ltd. does not contain any provision regarding appointment of any directors.
Question 6. 
(8 + 7 Marks)
(a) 
A company failed to file annual accounts and annual return for two consecutive financial years (although such documents were ready for filing). The annual accounts and annual return for third financial year are not ready as on last date of filing annual return. Suggest the course of action to be adopted by the company and consequences if default is made in third year also.
(b) 
Give your views in the following cases:

(i) 
Mr. A, a whole time director of the company is appointed as a secretary at a remuneration of Rs. 5,600 per month. No approval of shareholders is obtained in the first general meeting. Mr. B, another director of the company contends that Mr. A shall cease to be a director as from the date of first general meeting. Comment. 
(ii) 
Mr. X is already a director in 15 companies. He has been appointed as a director in RT Ltd. on 23.4.2004 and in ST Ltd. on 30.4. 2004. Mr. X resigns from one of his earlier directorships on 13.5.2004. On the same date, he intends to accept the directorship in RT Ltd. and ST Ltd. Comment.
Question 7. 
(8 + 7 Marks)
(a) 
The Board of Directors of the company at their meeting held on 4th April, 1998 decide by a resolution that Mr. A be appointed as the Managing Director of the company for a period of 5 years effective from 1st June, 1998, and paid remuneration by way of salary, commission and perquisites in accordance with Part II of Schedule XIII of the Companies Act, 1956. Draft the necessary resolution of the Board of directors.
(b) 
The balance sheet of M/s. Hush Hush Ltd., as at 31.3.1999 filed with registrar of companies, Mumbai disclosed that the liabilities amounted to Rs. 2.75 crores as against the assets of Rs. 1.25 crores. On the basis of the scrutiny of the Balance Sheet, the registrar filed a winding up petition against the company stating that it is commercially insolvent and that the company is unable to pay its debts on the ground that the value of liabilities far exceeded the value of assets. Examine whether the company has any case to defend against the winding up petition filed by the registrar.
Question 8. 
(8 + 7 Marks)
 (a) 
The directors of a company held more than 75% shares in the company. The company was carrying on business of construction of projects. The directors acquired certain contracts in their own name in breach of trust and made profits for themselves. In the annual general meeting, they passed a resolution that the company had no interest in the contract. The minority shareholders filed a case against directors asking them to account for the profits. Discuss.
(b) 
(i) 
Where the appointment of a sole selling agent is made without a condition that the appointment is subject to approval of members but later on members’ approval is obtained, the appointment of sole selling agent is validated. Comment.

(ii) 
XYZ Private Limited having paid up capital of Rs. 25 lakhs intends to appoint M/s BNM Marketing as its sole selling agent. BNM Marketing is owned by relatives of directors of XYZ Private Limited but they do not hold any share capital in the company. Comment.
Question 9. 
(8 + 7 Marks)
(a) 
State your views on the following:

(i) 
A company in which 50% or more of equity share capital is held by the Central Government or the State Government, is called as a Government Company. 
(ii) 
A foreign company shall file the world accounts and Indian business accounts within 6 months of holding its annual general meeting.
(iii) 
Any alteration in the documents filed by a foreign company shall be intimated to the registrar within 30 days.
(b) 
Examine whether the quorum is present in the following cases:

(i)
In a Board meeting, only 3 directors were present out of the total of 11 directors. None of the 3 directors was interested in any of the items of the agenda.  
(ii) 
In a meeting of the Board, out of the total of 11 directors, 7 directors were present of which only 2 directors were not interested in one of the transactions.
(iii)
The articles of association of a company fixed 3 as the quorum for a meeting of the Board. At a meeting of the Board, all the 5 directors were present. They allotted the shares of the company to 3 of the directors. Is the allotment valid?
