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Ans. 1(a) Asper sec.2(b) of theIndian Contract Act, 1872, “When the person to whom the proposal ismade
signifieshisassent thereto, the proposa issaid to be accepted”.

hus, acceptanceisthe act of giving consent to the proposal . A proposa whan accepted becomesacontract.
Therulesrelating to acceptance of an offer under the provisionsof Indian Contract Act,1872 areasfollows:
(1) Absoluteand unqualified : An acceptance with avariation, however dight, isnot an acceptance, and may
amount to amere counter offer whichthe origina offeror may or may not accept.

(2) Communicated totheofferor : Thecommunication of acceptance may be expressor implied. A mere
mental acceptanceisno acceptance. A mere mental acceptance meansthat the offereeisassentingto an offer
inhismind only and has not communicated it to theofferor.

Further, inthe case of agenerd offer, it isnot necessary to communi cate the acceptanceif it ismade by acting
upon thetermsor the offer.

(3) The acceptance of an offer cannot be implied from the silence of the offeree or hisfailureto
answer :However , if the offeree has by hisprevious conduct indicated that his silence meansthat he accepts,
then the acceptance of the offer can beimplied fromthe silence of the offeree.

(4) Accordingtothemodeprescribed : Wheretheofferor prescribes aparticular mode of acceptance, then
theacceptor should follow that mode. In case no mode of acceptanceis prescribed by the proposer, then the
acceptance must be according to some usua and reasonable mode.

(5) Within thespecified time: Theacceptance must be given withinthetime specified, if any, otherwiseit
must begivenwithin areasonabletime. What isareasonabletimeisaquestion of fact and would depend upon
the circumstances of each case.

(6) In responseto an offer : The acceptance must be in response to offer. There can be no acceptance
without offer. Acceptance cannot precede offer.

(7) Beforethe lapse of offer : The acceptance must be made before the offer lapses or is terminated,
revoked or withdrawn. If the offer lapses, then thereis nothing to accept.

(8) By theoffereeonly : Acceptance can begiven by the person to whom the offer ismade. However, inthe
caseof agenera offer, acceptance can be given by any member of the public.

Ans. 1(b) Asum equal to the aggregate amount of value of the premium on the securities must be transferred to

an account known as securities premium A/c.

If the value of the asset acquired is more than the nominal value of the securities issued in consideration of it, then

excess amount is regarded as Securities Premium.

As per sec 78(2), the securities premium can be utilised for the following purposes :

(i) To issue unissued securities as fully paid bonus shares to the members of the company.

(ii) For writing off the preliminary expenses of the company.

(iiii) For writing off the expenses of or commission paid or discount allowed on any issue of shares or debentures of
the company.

(iv) For providing for the premium payable on the redemption of redeemable preference shares or of any debentures
of the company.
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Note: (i) Also securities premium can be utilised for buy back of shares as per sec. 77A.
(ii) The use of the Securities Premium Account for any purpose other than the above purposes
shall amount to reduction of share capital.
(iii) As per case law, CIT v/s Standard Vaccum Oil Company, there is no prohibition on company to issue
securities at differential premium.

Ans. 1(c) Correct or Incorrect Statement

(1) Fairness and honesty are the pillars of successin the business.

Correct. Thisisso becausefairnessand honesty are at the heart of thebusinessethicsand relateto the
generd valuesof decision makers. By obeying theapplicablelawsand regulations, not only businesswill grow
but the company would a so be ableto get thefaith of customers, empl oyees, clientsand competitorsaswell.

(1) Ethical behaviour is essential to working environment at the working place.

Correct. An organisationisfirst and foremost ahuman society. If an employer does not take stepsto
create awork environment where the employees have aclear, common understanding of what isright and
wrong, and feel freeto discussand ask questions about ethical issues and report violations, significant and
sometimesirrepairable problemscould arise, hence ethical behaviour at work placeisquite essential and
important.

Ans. 1(d) Theattitudesand opinions, position in the soci ety and status-consciousness, positioninthehierar-
chica structure of the organi sation affectsaperson’s ability to communicate both asasender and receiver.
Very oftenitisobserved that aman holding high position in an organi sation buildsup awall around
himself. Thisrestrictsparticipation of thelesspowerful in decision making. It leadsto creation of psychologica
distancewhich further leadsto miscommunication or total breakdown of communication.
A person’sfamily background a so playsarolein formulating his attitude and communication skills.

Ans. 2(a)(i) Asper sec.19 of the Payment of BonusA ct,1965, the employer isbound to pay the bonusto his
employeeswithin theundermentionedtime period :-
- If there is a dispute regarding the payment of bonus is pending before any authority
The bonus shal be paid within 1 month of theaward becoming enforceabl e or the settlement
comesinto operation.
- Inany other cases
Thebonusshall be paid within aperiod of 8 monthsfromthe end of accounting yesr.
This8 month period can be extended by the A ppropriate Government, on the basisof following
conditions:
(1) An application shall be made by the empl oyer to Appropriate Govt.
(2) Theremust be sufficient reasonsto the sati sfaction of Appropriate Govt. to grant the
extension of time.
(3) Thetotal periodincluding the period of extension shall not exceed 2 years.

2(a)(ii) Theprovisionsregarding, when thegratuity shall be payableto an employee, are contained inthe
sec.4(1) of the Payment of Gratuity Act, 1972.

Gratuity shall be payableto an employee on the termination of hisafter he hasrendered continuous
servicefor not lessthan 5 years-

« On hissuperannuation; or

« On hisretirement or resignation; or

« On hisdesth or disablement dueto accident or disease.
Note: Completion of continuous service of 5years shall not be necessary if the employment of an employee
isterminated due to desth or disablement dueto accident or disease.
Here, disablement means such disablement dueto which an employee becomesincapabl e of performingthe
work which hewas performing before the accident or disease resulting in such disablement.
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Inthe caselaw Pattathurila K. Damodaran vs. M.Kassimkanju it washeld that gratuity istheright
of employee and obligation of the employer, and the mere change of ownership isnot aground for theem-
ployer to escapeout pof hisliability of payment of gratuity.

2(b) Marketing executives should practi ce ethical behaviour becauseitismorally correct.
There are many reasonsthat promoted the marketing personnel to adopt ethical practicesin marketing
whichareasfollows:
« To augment declining public confidence in marketing
Many atimeswe hear about mideading clamsin advt., phony list pricesetc. Though such practices
aresmall in proportion but it had damaged the reputations of all marketers. Consumersarethe

lifeblood of abusiness. Companies must set high ethical standardsand convincethebusinessleaders
that they should fufill their socia and ethical responsibility.

« To protect the image of the organisation

Consumersoften form animpression of an entire organization based on their contact with one person
i.e. the person who representsthe marketing function. Therefore, sound and ethical practicesshould
be adopted by marketing personnel to project, maintain and improvethe corporateimage.

« To reduce the government regulation

Most of the Governmenta regul ation and control on marketing arisesout of failure of theenterpriseto
maintain ethicd standardsin marketing and oncethe government interventionisstarted it seldom
removed. Hence, to minimise supervision by Government, businessesmust vol untary adopt ethical
practicesin marketing.

« Toregain the power granted by society

Marketing executives are blessed with agreat deal of social power asthey influencemarketsand
speak out on economicissues. However, resposi bility a so accompanies such power andif themar
keting executivesdo not usetheir power inasocialy and ethically acceptable manner, that power will
belostinthelong run.

Ans. 2(c) Ethica Communication promotes|ong-term business successand profit. Following arethelist of
advantagesof Ethicdl Communication;
(1) Primacy
Ethica Communicationisfundamenta to responsi blethinking, decision making, and the devel opment
of relationshipsand communitieswithin and across contexts, cultures, channelsand media

(2) Survival and growth
It hel psthe organisation in acheiving the basi ¢ business objective of creating consumer interest for
productsand services.

(3) Shareholder Value
Ethica Communication promoteslong-term business successand profit. Thus, it enhancesshare
holder vaue.

(4) Corporate image and reputation

Ethicd Communicationinterndly shapesthevauesof itsemployeesand externdly it influencesthe
perception of dl other stakeholders. overdl, it helpsthe company toimproveitsrepuatationamong al
audiences.

5) Dignity
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Ethica Communi cation enhances human worth and dignity by fostering truthfulness, fairness, respon
sihility, and respect for saf and others, while unethical communication threatensthequdity of al com
munication.

(6) Retention of highly skilled employees
Competent peoplearelikdy to search for organisation which maintain high ethical standards. Hence,
to retain them Ethica Communicationisamust for attracting and retaining such high quality people.

Ans.3(a) Theterm “Consideration” isquid pro quo, i.e., “Something in return of something”.

Asper avery popular English caseof Curvievs. Misa, this“something” may be somebenefit, right, interest
or profit that may accrueto oneparty or it may be someforbearance, detriment, lossor respons bility suffered
or undertaken by the other party.

In other words, “Consideration” isthe pricefor which the promise of the other isbought, and the promisethus
givenfor vaueisenforceable.

Asper Section 2(d) of thel ndian Contract Act “When at the desire of the promi sor, the promisee
or any other person has done or abstained from doing, or does or abstains from doing, or promisesto
do or promisesto abstain fromdoing something, such act or abstinence or promiseiscalled a consider-
ation for the promise”.

Exceptions to the Rule “No Consideration No Contract”
Thegenerd ruleof law isthat an agreement with considerationisvoid. But thereareafew exceptional cases
whereacontract, even though without consideration, isenforceable. Theseareasfollows:

1. Written and registered agreementsarising out of loveand affection : An agreement made without
consderationisvalidif it-
(a) isexpressedinwriting;
(b) isregistered (under thelaw for thetimebeingin forcefor registration of documents);
(c) ismade on account of natural love and affection; and
(d) ismade between parties standing in anear relation to each other.
Case Law :
(i) Poonam Bibi vs. Fyaz Buksh
A Mohammedan husband, by aregisterd agreement promised to pay hisearningsto hiswife. Held the
agreement, though without consideration, wasvdid.
(i) Rajlukhy Devi vs. Bhootnath
A Hindu husband by a registered document, after referring to quarrels and disagreements between himself
and his wife, promised to pay his wife a sum, of money for her maintenance and separate residence, it was
held that the promise was unenforceable .
Thus, nearnessof relation by itsalf doesnot necessarily import natural love and affection.

2. Promiseto compensate: A promise madewithout considerationisvaidif, “itisapromiseto compensate
wholly or in part, aperson who hasaready voluntarily done something for the promisor, or something which
the promisor waslegal ly compd lableto do”.

For eg.,AfindsB’spurseand givesit to him. B promisesto giveA Rs. 500. Thisisavalid contract.

3Promiseto pay atime-barred debt : A promiseto pay, wholly or in part adebt whichisbarred by thelaw
of limitation can beenforced if

(&) itisinwriting, and

(b) issigned by the debtor or hisauthorized agent.
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For eg., AowesB Rs. 10,000 but the debt isbarred by the Limitation Act. A signsawritten promiseto pay
B Rs. 8,000 on account of thedebt. Thisisavalid contract.

4. Bailment : Considerationisnot necessary to effect bailment. Gratuitous contractsof baillment areasovaid
intheeyesof law.

5.Agency : No considerationisrequired to create an agency.
If no consideration has passed to the agent, heisonly agratuitous agent and isnot bound to do the
work entrusted to him, athough if he beginsthework, hemust do it to the satisfaction of hisprincipa.

6. Completed gifts: Therule “no consideration no contract ” doesnot apply to completed gifts, i.e., gifts
given and accepted. However, apromiseto giftisnot valid.

7.Charity : If aperson promisesto contributeto charity and on thisfaith the promisee undertakesaliability to
the extent not exceeding the promi sed subscription, the contract shdl bevalid.
[Kedarnath vs. Gorie M ohammed]

Ans. 3(b) Industries that are based on natural resources, like minerals, timbre, fibre, and foodstuffs, etc have a
social resposibility for :
¢ adopting practices that have built-in environmental consideration.
e introducing processes that minimize the use of natural resources and energy, reduce waste, and prevent
pollution.
e making products that are “environment-friendly”, with minimum impact on people and ecosystem.
¢ adopting “Green accounting system”, reflecting environmental costs so as to regulate market behaviour

in a way that would reduce damage to environment, pollution and waste production.

Green accounting system

Conventional accounts may result in to policy decisions which are non-sustainable for the country. Green
accounting on the other handis, focussed on addressing such deficiencies in convention accounts with respect to
environment. If the environmental costs are properly reflected in the process paid for goods and services these
companies and ultimately the consumer would adjust market behaviour in a way that would reduce damage to
environment, pollution and waste production, price signed will influence behaviour to avoid exploitation or excessive
utilisation of natural resources.

Such resources would facilitate the approach of polluter pay principle. Removing subsidies that encourage
environment damage is another measure.

Ans. 3(c) Nonverbal or nonword communication means all communication that occurs without words. The sub-
jectis a broad one. And because it is so broad, nonverbal communication is quite vague and imprecise.

Types of Nonverbal Communication

(i) Body Language (KINESICS) : Much of what we send to others without using words is sent through the
physical movements of our bodies. When we wave our arms and fingers, wrinkle our foreheads, stand
erect, smile, gaze at another, wear a coat and tie. In particular, the face and eyes, gestures, posture, and
physical appearance reflect the inner workings of emotions in our bodies.

- Gestures are another way we send nonword messages through our body parts. Gestures are
physical movements of our arms, legs, hands, torsos, and heads. Through the movement of each of these
body parts, we can accent and reinforce our verbal messages. And we can observe how others punctuate
their verbal efforts with gestures.

- Physical appearance is another area of body language. Our clothing, hair, and adornments
(jewellery, cosmetics, and such). The appearance of our bodies indicates how our body movements are
seen. Accordingly, you want to make sure that your appearance fits the situation.

(ii) Space : Another type of nonverbal communication involves space and how it communicates meaning in
speaking and listening. How we use space and what we do in certain spaces, we tell much about us. Thus,
each of us has a space language just as we do a body language. This space language is crafted by our
culture. There are four different types of space :-
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Intimate : (physical contact to 18 inches);

Personal : (18 inches to 4 feet);
Social : (4 to 12 feet); and
Public : (12 feet to range of seeing and hearing).

(i) Time : A third type of nonverbal communication involves time. Just as there are body language and
space language, there is also a time language. That is, how we give meaning to time communicates to
others. Your response to time communicates to others and, of course, others use of time communicates
to you.

(iv) Paralanguage : Paralanguage, meaning “lime language.” is a fourth type of nonverbal communication.
Of all the types, it is the closest to communication with word symbols. It has to do with the sound of a
speaker’s voice. By emphasizing a specific word in each statement, you change the meaning of that
statement from the others even though you used the same words.

Paralanguage is the communication effect of the speed, pitch, volume, and connectivity of spoken words.

Ans. 4(a) Asper the““Doctrine of Indoor Management™ an outs der dealing with the company arenot required

o/

to have notice of theinternd affairs of thecompany. Thisdoctrine of indoor management operatesin
favour of theoutsiders.

Outsiders dealing with the company are entitled to assume that as far as internal affairs of the
company are concerned, everything has been done regularly. Thus, doctrine protects an innocent outsider
from any irregularity or mismanagement in the working of the company.

For e.g. if any act is authorised by the articles or memorandum, an outsides is entitled to assume that all
the formalities required for that act have been complied with by the company.

Case law : Royal British Bank vs Turguand

Directors of RBB Ltd gave a bond to ‘T’ to borrow money for which articles requires a proper
resolution, but no such resolution was actually passed by the company. ‘T’ had lent the money to the
company assuming that the shareholders had authorised the directors to borrow money as per require-
ment of the articles.

It was held that borrowing of money by the directors without any authorisation amounts to a mere internal
irregularity, and since ‘T’ had no knowledge of such irregularity, he can sue on the bond. From there
onwards, it is also known as Turquand Rule.

But the benefit of doctrine of indoor management can be availed only :

- if the persons dealing with the company has the knowledge of the memorandum and articles; and

- has no knowledge of internal irregularity.

Exceptions to the doctrine of Indoor Management

The benefit of doctrine of indoor management is available only to that person who is acting in good faith i.e.
who is completely unaware of the internal activities of the company. Thus the doctrine of indoor manage-
ment is not applicable in all situation and it also has limitation of its own.

The doctrine of indoor management is not applicable in the following situations :

(i) When the person dealing with the company has notice (whether actual or constructive) of the internal
irregularity.

In such case, an outsider cannot assume that everything has been done regularly because in such case
he cannot justify himself as bonafide.

(if) Where the transaction is unusual or not in the ordinary course of business or of unusual magnitide, then
the outsiders are under an obligation to inquire about the unusual transaction.

The outsider is not allowed to let the things go without making any reasonable inquiry and thereafter asking
for protection under Doctrine of Indoor Management. [Case Law : Underwood vs Bank of Liverpool ]

(iii) If, as per articles, the authority to enter into a contract on behalf of the company could be delegated to
an officer or employee of the company, though such authority has not been actually delegated to him.
Then, an outsider cannot assume that the required authority has been delegated to him, if the outsider has
not read the articles.

(iv) The benefit of doctrine of indoor management is not available in case of any ultra-vires or illegal
transaction. The benefit is available only if there is some procedural or internal irregularity.
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(v) In case of forgery also, the doctrine of indoor management does not apply.

Ans. 4(b) Discrimination is treating people differently. It is usually intended to refer to the wrongful act of making a

difference in treatment or favour on a basis other than individual merit.

Employment discrimination is treating one person better than another because of their age, gender,
race, religion or other protected class status. Another approach to the morality of discrimination that also
views it as a form of injustice is based on the formal “principle of equality”: Individuals who are equal in all
respects relevant to the kind of treatment in question should be treated equally even if they are dissimilar
in other non relevant respects.

Although many more women, minorities and physically challenged are entering formerly male-
dominated jobs, they still face problems that they would characterise as forms of discrimination.
Discrimination in employment involves three basic elements
(i) It is a decision against one or more employees (or prospective employees) that is not based on individual
merit.

(iNThe decision derives solely or in part from racial or sexual prejudice, false stereotypes, or some other
kind of morally unjustified attitude against members of the class to which the employee(s) belongs.
(i) The decision has a harmful or negative impact on the interests of the employees.

Discrimination in employment is wrong because it violates the basic principle of justice by
differentiating between people on the basis of characteristics (race or sex) that are not relevant to the tasks
they must perform.

Among the practices now widely recognized as discriminatory are the following.

(i) Recruitment Practices.

(ii) Screening Practices.

(iif) Promotion Practices.

(iv) Conditions of Employment.

(v) Dismissal.

Ans.4 (c) Hearing is through ears and listening is by mind when listening is mentioned, we think primarily of the act

o/

of sensing sounds. In human communication, of course, the sounds are-mainly spoken words. Viewed
from a communication standpoint, however, the listening process involves the addition of sensing, filtering
and remembering.

Sensing : How well we sense the words around us is determined by (i) our ability to sense sounds and how
well our ears can pick them up. As you know. we do not all hear equally well, although mechanical devices
(hearing aids) can reduce our differences in this respect.

The other factor is (ii) our attentiveness to listening. More specifically, this is our mental concentration i.e.
our will to listen. Our mental concentration on the communication symbols that our senses can detect
varies from moment to moment. It can range from almost totally blocking our those symbols to concentrating
on them very intensely.

Filtering : The filtering process enables you to give meanings to the symbols you sense. In this process,
the contents of your mind serve as a sort of filter through which you give meaning to incoming messages.
This filter is formed by the unique contents of your mind, your knowledge, emotions, beliefs, biases,
experiences, expectations, and such. Thus, you sometimes give messages meanings different from the
meanings that others give them.

Remembering : Remembering what we hear is the third activity involved in listening. Unfortunately, we
retain little of what we hear. We remember many of the comments we hear in casual conversation for only
a short time perhaps for only a few minutes or hours. Some we forget almost as we hear them.

Guidelines for Active Listening

1. Stop talking : Unfortunately, most of us prefer talking to listening. Even when we are not talking, we are
inclined to concentrate on what to say next rather than on listening to others. So you must stop talking
before you can listen.

2. Put the talker at ease : If you make the talker feel at ease, he or she will do a better job of talking. Then
you will have better input to work with.
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3. Show the talker you want to listen : If you can convince the talker that you are listening to understand
rather than oppose, you will help create a climate for information exchange. You should look and act
interested. Doing things like reading, looking at your watch, and looking away distracts the talker.

4. Remove distractions : The things you do also can distract the talker. So don’t doodle, tap with your
pencil, shuffle papers, or the like.

5. Empathize with the talker : If you place yourself in the talker’s position and look at things from the
talker’s point of view, you will help create a climate of understanding that can result in a true exchange of
information.

6. Be patient :You will need to allow the talker plenty of time. Remember that not everyone can get to the
point as quickly and clearly as you. And do not interrupt. Interruptions are barriers to the exchange of
information.

7. Hold your temper : From our knowledge of the workings of our minds, we know that anger impedes
communication. Angry people build walls between each other. They harden their positions and block their
minds to the words of others.

8. Go easy on argument and criticism : Argument and criticism tend to put the talker on the defensive. He
or she then tends to “clam up” or get angry. Thus. even if you win the argument, you lose. Rarely does
either party benefit from argument and criticism.

9. Ask questions : By frequently asking questions, you display an open mind and show that you are
listening. And you assist the talker in developing his or her message and in improving the correctness of
meaning.

10. Stop talking : The last commandment is to stop talking. It was also the first. All the other commandments
depend on it.

From the preceding review it should be clear that to improve your listening ability, you must set your mind
to the task. Poor listening habits are ingrained in our makeup. We can alter these habits only through
conscious effort.

Ans.5 (a) As per the provisions of Negotiable Instruments Act,1881, a promissory note and a bill of exchange can be
differentiated in the following manner :

1. There are two parties in a promissory note — maker and the payee. In a bill there are three parties — the
drawer, the drawee and the payee.
2. Promissory note contains an unconditional promise to pay. A bill of exchange contains an unconditional
order to pay.
3. Maker of a note is the debtor and he himself undertakes to pay. The drawer of a bill is the creditor who
directs the drawee (his debtor) to pay.
4. Maker of a note corresponds in general to the acceptor of a bill. But the maker of the note cannot
undertake to pay conditionally whereas the acceptor may accept the bill unconditionally because he is not
the originator of the bill.
5. The liability of a maker of a note is primary and absolute, whereas the liability of the drawer of a bill is
secondary and conditional (section 30 and 32).
6. Anote cannot be made payable to the maker himself, whereas in a bill the drawer and the payee may be
one and the same person.
7. A note requires no acceptance and it is signed by the person who is liable to pay. A bill payable after
sight or after a certain period must be accepted by the drawee before it is presented for payment.
8. A note cannot be drawn payable to bearer. A bill can be so drawn. But in no case can a note or bill be
drawn ‘payable to bearer on demand’.
9. The maker of a note stands in immediate relation with the payee, the drawer of a bill stands in immediate
relation with the acceptor and not the payee (Explanation to section 44).
10. Certain provisions like the following apply to bills but not to notes :

(i) Presentment for acceptance (section 61),

(i) Acceptance (section 75),

(iif) Acceptance for honour (section 108), and

(iv) Bill in sets (section 132) .

Ans.5 (b) Meaning of charge : Itis usual, though not essential, for debentures to create a charge on the company’s
assets. The charge which a company may create on its assets are of two kinds -
(i) Fixed charge, and
(ii) Floating charge.
A floating charge is an equitable charge, which is not a specific charge on any property of the
company. Floating charge is a charge of ambulatory nature, floating with the property it is intended to
cover. It attaches to the subject charged in the varying conditions which happens to be from time to time.
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It is a charge which floats like a cloud over the whole assets from time to time falling within a
generic description. It is of the essence of a floating charge that it remains dormant until the undertaking
charged ceases to be a going concern or until the person in whose favour the charge is created, intervenes.
The characteristics of a floating charge are as follows :

1. It should be a charge upon a class of assets both present and future.

2. The class of assets charged must be one which in the ordinary cause of business of the company would
be changing from time to time.

3. It should be contemplated by the charge that until some step is taken by the mortgagee, the company
shall have the right to use the assets comprised in the charge in the ordinary course of its business.

4. The fourth characteristic of a floating charge is that possession, actual or constructive, is not given to the
charge.

No particular form of words is necessary to create a floating charge. Any words which show an
intention to allow the company to continue to deal with the assets by sale, lease, mortgage etc. in the
course of its business will create a floating charge. The advantage of such charge is that the company may
continue to deal with the property charged. Afloating charge can be created only by an incorporated body.
It is created by a deed and must be registered with the Registrar of Companies.

A

>

Crystallisation o1 a Floatng Charge .

Floating charge crystallizes under the following circumstances:
1. When the company goes into liquidation, or

2. When the company ceases to carry on business, or

3. When areceiver is appointed, or

4. When default is made in paying the principal and/or interest and the holder of the charge brings an acjon

to enforce his security.

5.5 (¢) The question does not clarifies that Mr.X was a businessman, hence no special formatting of a busingss

letter is required. Mr.X is assumed as a person of ordinary prudence, therefore the acknowledgement pill
be a non-business letter.

The Manger
ICICIBANK Ltd.
Jawahar Nagar
Kota.

Dear Sir, (Opening salutation)

Subject : Acknowledgement of receipt of cheque book of A/c No.

I am highly obliged for your quick response and thank you for sending my cheque book on my
requisition dated

With a hope of same response in future.

Thanking You. Date :
Vv
(Signature) \ v Vv
(Mr.X) Sec.21 Clause 32 of Listing Sec.22
Change of name by agreement Rectification of name
a company. Change of name by by the company.

listed companies

Ans.6 (a) As per the provisions of the Companies Act, 1956, change in the name of the company can be summarised
in the following manner.

o/

Alteration in Name Clause
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(a) Change of name by company [Sec.21]

e Acompany may by special resolution and with the previous approval of Central Government, signified in
writing change its name.

Note : The approval of CG is not needed under sec.21 when the change incompany’s name is only for
deletion or addition of the word Private’ consequent on its conversion from private to public or vice versa.

(b) Change of name by listed companies [Clause 32 of listing agreement]
e Companies who change their names suggesting any new line of business (including software business)
shall disclose the turnover and income etc. from such new activities separately in the quarterly/annual
results for a period of 3 years from the date of change inthe name.
¢ Other conditions to be followed :
- atime period of atleast one year should have elapsed from the last name change.
- atleast 50% of its total revenue in the preceeding one year period should have been accounted for
by the new activity suggested by the new name.
- the new name along with the old name shall be disclosed through the websites of the respective
stock exchanges where the company is listed for a continuos period of one year from the last
date of the last name change.

(c) Rectification of name of company [Sec.22 ]
o If, through inadvertence or otherwise a company on its first registration or on its registration by a new
name, is registered by a name which, :
- in the opinion of the Central Government, is identical with, or too nearly resembles, the name of
any previously registered existing company, or
- on an application by a registered proprietor of a trade mark, is in the opinion of Central Goverment
identical with, or too nearly resembles, a registered trade mark of such proprietor,
then such company may, by ordinary resolution and with the prior approval of Central Government signi-
fied in writing, change its name.
{This is the rectification by the company suo motu or on an application by an aggrieved person}.

e Also if a company is registered with undesirable name, Central Goverment is empowered to direct the
company to rectify its name.
- The Central Government may issue such direction within 12 months of registration of the com-

pany or registration by new name.

- The company shall rectify its name within 3 months of date of the direction of Central Govern-
ment by passing an ordinary resolution and after obtaining a previous approval of Central
Governmentin writing.

{This is the rectification on a direction made by the Central Government}

Registration of change of name and effect thereof [Sec.23]

¢ The ROC shall enter the new name on the register of companies maintained by him.

e The ROC shall issue a fresh certificate of incorporation to the company containing the new name.

¢ The ROC shall make necessary alterations in the Memorandum and Articles of Association.

¢ The alteration shall become effective as and when the fresh certificate is issued by the ROC and all the
rights and obligations or legal proceedings by or againsrt the company shall stand unaltered in the name
of the new company.

Ans.6 (b) INDEMNITY BOND
1. Name of the shareholder cMr. Vv
2. Membership No. :
3. Shareholding : 150 Equity shares in M/s Brown Limited.
[, Mr.V son of Shri resident of , do hereby agree to

indemnify M/s Brown Limited for any loss that may occur on issuing me a duplicate dividend warrant for
Rs.1,500.00 (One thousand five hundred rupees only) in lieu of the original dividend warrant which i didn’t
received. | further declare that original dividend warrant if received by me will be deposited back with the
company.
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Date :
Place :
(Signature)
(Mr. V)

Ans.6 (c) Correct or Incorrect Statements
(i) “An agreement with an alien friend is valid but an agreement with an alien enemy is void”.
Correct. An alien enemy means person belonging to the country which is at war with India. But there is no
harm to contract with a person of a foreign country who is not at war with India.

(i) “All contract are agreements, but all agreements may not be contracts”.

Correct. Agreements which do not give rise to contractual obligations are not contracts. Agreements to do
an unlawful, immoral or illegal act cannot be enforceable at law.

Also, certain agreements have been specifically declared void or unenforceable under the Indian Contract
Act. Thus, we may note that all agreements are not contracts.

(iii) “A private limited company must have a minimum of two directors, while a public limited company must
have atleast three directors”.

Correct. As per Indian Companies Act, 1956, a private company requires only 2 directors, while a public
company requires atleast 3 directors on its Board to get incorporate.

(i) “A holder of share warrant of a company is not a member of the company”.

Correct. The share warrantis a bearer instrument and can be transferred by mere delievery. The holder of
share certificate is a member of the company but the holder of a share warrant is not a member unless the
articles otherwise provide.

Ans.7 (a) As per Employees’ Provident Funds and Miscellaneous ProvisionsAct, 1952, Basic Wages'’ is defined
in section 2(b) which mean all emoluments which are earned by an employee while on duty or on
leave or on holidays, with wages in either case in accordance with the terms of the contract of
employment and which are paid or payable in cash to him, but does not include -

(i) the cash value of any food concession,

(i) any dearness allowance (all cash payments, by whatever name called, paid to an employee on
account of arise in the cost of living), house rent allowance, overtime allowance, bonus, commission
or any other similar allowance payable to the employee in respect of his employment or of work done
in such employment,

(iii) any presents made by the employer.

Note: In Burmah Shell Oil Storage and Distributing Co. of India Ltd. Vs. RPF Commercial., the Delhi
High Court has held that ad-hoc payment in terms of settlement is not “basic wage”. Emoluments to
constitute basic wage must be earned by an employee while on duty. Basic wages are those which
are paid to all employees of a concern and generally paid to all employees of a concern. What may
be paid to some of the employees of a concern and to all employees of some concerns may be
emoluments but may not have the characteristics essential for being described as basic wages.

Ans.7(b) Members and Shareholders :

In the parlance of Company Law, the two words “member and “shareholder”, are loosely used by
common people, thereby giving an impression that they are synomymous but in fact they can be differentiated
on the following grounds:

(i) Aregistered member may not be a shareholder, since a company may not be having Share Capital.

For e.g. acompany limited by guarantee and not having share capital, does have members but not
shareholders.

(i) But a registered shareholder is member, since as per sec.41(3) his name appears in the Register of
members maintained by the company.

(i) A person who owns a share warrant (bearer), is not a member since his name does not appear in the
register of members maintained by the company. It is a shareholder only.

(iv) A legal representative of a deceased member is a shareholder but not a member till, he applies for
registration and his name is entered in the Register of members.
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Ans.7 (c) Business which may be transacted at an AGM (Section 173):
In accordance with the provision of Companies Act, 1956 as contained in Section 172, the business to be
transacted at an annual general meeting may comprise of :
(i) Ordinary Business :
(a) Consideration of accounts, balance sheet and the report of the Board of Directors and auditors.
(b) Declaration of dividend.
(c) Retirement of directors and appointment of Directors in place of those retiring; and
(d) Retirement of auditors and appointment of auditors in place of those retiring and fixation of their
remuneration.

Ans.7 (d) While regulating the Corporate Governance, role played by different committeesare asfollows:
1. Board of Directors : The Board’s role is that of trusteeship to protect and enhance shareholders value
through strategic supervision. The strategy should aim at accountability and fulfillment of goals.
2. Audit Committee : They have to provide assurance to Board on adequacy of internal control systems and
financial disclosures.
3. Compensation Committee : The committee has to recommend to the Board compensation terms for
executive Directors and the senior most level of management below the Executive Directors.
4. Nomination Committee : It is to recommend to the Board nominations for membership of the Corporate
Management Committee and the Board, and oversee succession to the senior most level of management
below the Executive Directors.
5. Investor Services Committee : Itis to look into redressal of Shareholders’ and Investors’ grievances,
approval of transmissions, sub-division of shares, issue of duplicate shares etc.
6. Corporate Management Committee : Its primary role is strategic management of company’s businesses
within Board’s approved direction/framework.
7. Divisional Management Committee: Itis to realize tactical and strategic objectives in accordance with
Corporate Management Committee/Board approved plan.
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