	The paper covers Companies Act (section 209 to end), MRTP, FEMA, SEBI, SCRA, SICA, interpretation of statutes and secretarial procedure and practices. 
CA FINAL Group I - May 2006 -  New Syllabus 
Questions 1, 2 and 3 are compulsory. Answer any four questions from the rest.
Q 1 Answer any two of the following: (a) A is Managing Director of APAR Ltd. He gave his resignation letter to the Chairman of the Board of Directors on 31st December, 2005 and requested that he should be relived immediately. When does the resignation of Mr. A take effect? (b) On 31st March, 2006, D holds certain securities issued under ‘Collective Investment Scheme’. His name appears in the books of the scheme. He has transferred these securities to another person for a consideration. The transferee lodged the instrument of transfer with the authorities one month after the date on which the income on these securities became due. Examining the provisions of the Securities Contracts (Regulation) Act, 1956 state: (i) Whether D is entitled to receive and retain the income on these securities for the financial year ended 31st March, 2006 in the given case? (ii) Would your answer be still the same in case the transferee lodged the instrument of transfer with the authorities 14 days after the date on which the income on these securities became due? (c) The Executive Committee of a recognized Stock Exchange desire to transfer certain duties and functions of a clearing house to a recently set up Clearing Corporation, incorporated as a company under the Companies Act, 1956. Examining the provisions of the Securities Contracts (Regulation) Act, 1956 : (i) State the purposes for which such transfer of duties and functions can be made to Clearing Corporation (ii) What is the procedure to be adopted for such transfer of duties and functions? (5x2 = 10 marks)
Q 2 Answer any two of the following: (a) State which kind of approval is required for the following transactions under the Foreign Exchange Management Act, 1999 : (i) X, a Film Star, wants to perform alongwith associates in New York on the occasion of Diwali for Indians residing at New York. Foreign Exchange drawal to the extent of US dollars 20,000 is required for this purpose (ii) F International Ltd. has purchased the trade mark from a Foreign Company to establish retail business chain in India as a joint venture at a consolidated price of US dollars 500,000 which is to be paid in Foreign currency of that country. (iii) R wants to get his heart surgery done at UK. Up to what limit Foreign Exchange can be drawn by him and what are the approvals required? (iv) L wants to pursue a course in Fashion design in Paris. The Foreign Exchange drawal is US dollars 20,000 towards tuition fees and US dollars 30,000 for incidental and stay expenses for studying abroad (b) A French Manufacturing Company desirous of setting up its branch office at Pune, seeks your advice on the objects for which the company may be allowed to set up the desired branch office. Advise the company about the procedure as required under the Foreign Exchange Management Act, 1999 to be followed in this regard. (c) Examine with reference to the relevant provisions of the Competition Act, 2002, the following: (i) Whether a Government Department supplying water for irrigation to the Agriculturists after levying charges for water supplied (and not a water tax) can be considered as an ‘Enterprise’. (ii) Whether a person purchasing goods not for personal use, but for resale can be considered as a ‘consumer’ (7 x 2 = 14 marks).
Q 3 Answer any two of the following: (a) SEBI received complaints from some investors alleging that ABC Limited and some brokers are indulging in price manipulation in the shares of ABC Limited. Explain the powers that can be exercised by SEBI under the Securities and Exchange Board of India Act, 1992 in case the allegation are found to be correct (b) A designated Financial Institution under the Companies Act, 1956 proposes to go for issue of shares. Referring to the SEBI guidelines, the institution seeks your advice on the following: (i) What minimum reservation to promoters is to be made by the Financial Institution? (ii) To what conditions shall the Financial Institution be subject to, for reservation for employees out of the proposed issue? Advise (c) What are the Internal and External aids to interpretation of statutes? Give five examples each of Internal and External aids (8 x 2 = 16 marks)
Q 4 (a) Clever, a Director of ABC Ltd. made default in filing of Annual Accounts and Annual Returns with the Registrar of Companies for a continuous period of three financial years ending 31st March, 2005. Referring to the provisions of the Companies Act, 1956 examine the validity of the following : (i) Whether X can continue to be a Director of ABC Ltd. and also EF Ltd., where he is a Director. Also state whether he can be reappointed as a Director in ABC Ltd. as well as EF Ltd. (ii) Would your answer be still the same in case X is a nominee Director of a Public Financial Institution? (iii) What would be your answer in case the defaulting company (i.e. ABC Ltd.) is a Private Company? (b) A meeting of members of a Company was convened under the orders of the Court to consider a scheme of compromise and arrangement. The meeting was attended by 200 members holding 5,00,000 shares in aggregate. 70 members holding 4,00,000 shares voted for the scheme. The remaining members voted against the scheme. Examine with reference to the relevant provisions of the Companies Act, 1956 whether the scheme is approved by the required majority (8+7 = 15 marks).
Q 5 (a) From the following information extracted from the Balance Sheet of VCD Ltd. as at 31st March, 2006, Board of Directors of the Company decide to grant a loan of Rs. 80 crores to another Company JN Ltd. Paid-up share Capital: Equity Share Capital  - Rs. 50 crores,  Preference Share Capital – Rs. 10 crores, General Reserves – Rs 100 crores, Debentures – Rs 5 crores, Debentures Redemption Reserve – Rs 5 crores. The Company has already given loans to the following companies: (i) Peters Ltd. – Rs. 5 crores (ii) Steel India Ltd. – Rs. 10 crores. The Company has also given a corporate guarantee of Rs. 10 crores to NR & Co. Ltd. Advise whether the Board can go ahead with the above proposal (b) The subscribed share capital of AJR Company Ltd. at the end of the financial year ending 31st March, 2005 was Rs. 20 crores, out of which two Public Financial Institutions were holding share capital amounting to Rs. 3 crores. During the financial year 2005-2006, the company through public issue of shares raised its subscribed capital by additional Rs. 60 crores. Out of Rs. 60 crores, the two public financial institutions were further allotted shares amounting to Rs. 20 crores, raising the total contribution of these two institutions to Rs. 23 crores before the date of the company’s closure of books for annual general meeting scheduled for 15th September, 2005, where auditors were to be appointed. The company as usual, by getting an ordinary resolution passed appointed the auditors. A group of shareholders of the company allege that the appointment of auditors is violative of certain provisions of the Companies Act, 1956. They however,  did not raise any objection to the appointment of auditors at the previous annual general meeting held on 10th September, 2004. Examining the provisions of the Companies Act, 1956 decide: (i) Whether contention of the shareholders shall be tenable? (ii) Should the contention of shareholders be tenable, what action is the company required to take for the appointment of auditors in the above situation at the annual general meeting scheduled for 15th September, 2005? (iii) Would your answer be still the same in case the total subscribed capital contributed by the two public financial institutions is only Rs. 10 crores, including the previous contribution of Rs. 3 crores? (8+7 = 15 marks).
Q 6 (a) The Executive Committee of an Inter-state Co-operative Society decides to convert the Society into a ‘Producer Company’ under the provisions of the Companies Act, 1956. You being a Practising Chartered Accountant are approached by the Society for advice. Advise the society on the following matters: (i) The steps to be taken for conversion of the society into a ‘Producer Company’ (ii) Manner in which voting rights of members of Producer company after conversion may be exercised (b) Referring to the provisions of the Companies Act, 1956, as contained in Section 397 of the Act, Examine whether the following acts of the company amount to oppression : (i)Allotment of shares by the Directors of the Company by which the existing majority is reduced to minority (ii) Allotment of shares by the Directors by which the existing minority shareholders are made to majority (iii) A share sale agreement was executed by VC, an NRI. The shares and transfer deed were handed over to an escrow agent. The sale was subject to RBI permission. The shares were not transferred for 6 years since RBI permission was not received. VC, after waiting for a long period of time raises the issue and complains of oppression in the capacity of a member. As per the agreement the sale was unconditional. During the above period VC did not exercise any right as shareholder nor the company treated him as a member (8+7 = 15 marks).
Q 7 (a) (i) Mr. John has been appointed as Additional Director on the Board of MCX Ltd. on 12th January, 2006. Mr. John has filed his consent to Act as a Director, if appointed, only with the company. Examine with reference to the provisions of the Companies Act, 1956 whether he is also required to file his consent with the Registrar of Companies (ii) One of the members of ADB Ltd. has proposed the name of Mr. Fame for appointment as a Director of the Company in the Annual General Meeting and given a notice under Section 257 of the Companies Act, 1956. Mr. Fame is one of the partners of Fame & Fame, Chartered Accountants, who are the retiring auditors of the company. But the audit of the company is being looked after by another partner of the firm. Examine whether Fame & Fame can be reappointed as auditors, if Mr. Fame is appointed as Director. (b) Examine the validity of the following: (i) The Board of Directors of a company decides to revise the accounts which have been submitted to the Auditors, but the auditors have not yet given their report. (ii) The Board of Directors of a company decides to revise the Audited accounts before adoption by the shareholders in the Annual General Meeting. (iii) The Board of Directors of a company decides to revise the accounts which have already been adopted by the shareholder in the Annual General Meeting (8+7 = 15 marks).
Q 8 (a) PQR Machines Limited entered into a contract with MN Forgings, in which wife of P, a director of the company is a partner. The contract is for supply of certain components by the firm for a period of three years with effect from 1st September, 2005 on credit basis. The paid-up Share Capital was increased from Rs. 70 lakhs to Rs. 140 lakhs on 1st March, 2006. Explain the requirements under the Companies Act, 1956, which should have been complied with by PQR Machines Limited before entering into contract with MN Forgings. Whether there is any additional requirement which is required to be complied with by PQR Machines Limited in view of the increased paid-up Share Capital on 1st March, 2006. What would be your answer in case MN Forgings is a Private Company in which P’s wife is holding substantial shares? (b) Imprudent Company Limited approached Safe Finance Company Limited for a loan of Rs. 20 lakhs to finance purchase of some essential machinery. The company created a floating charge on some of its assets on 1st December, 2004 for Rs. 25 lakhs to secure Rs. 5 lakhs already due to Safe Finance Company Limited and additional amount to be advanced by the said Finance Company. Safe Finance Company Limited advanced Rs. 15 lakhs on 15th December, 2004 towards purchase of certain machinery. Some of the creditors filed winding up petition in the court on 1st January, 2005 on the ground that the company was unable to pay its debts and the company was ordered to be wound up on 15th December, 2005. Examine with reference to the provisions of the Companies Act, 1956 whether the floating charge is valid (8+7 = 15 marks).
Q 9 (a) EF Chemicals Limited proposes to appoint one whole-time technical Director on a consolidated monthly remuneration of Rs. 30,000 and one whole-time Marketing Director on a consolidated salary of Rs. 25,000 per month for a period of three years with effect from 1st September, 2005. The company has got a Managing Director and he is getting Rs. 40,000 per month. Explain the requirements under Companies Act to be complied with by the company in connection with the proposed appointment of whole-time Directors taking into account the following data collected from the Balance Sheet of the company as on 31st March, 2005: (1) Paid-up Share Capital – Rs. 80,00,000   (2) Debentures redeemable after three years – Rs. 90,00,000 (3) Investments – Rs. 20,00,000 (4) Accumulated Loss – Rs. 70,00,000 (5) Preliminary Expenses not written off – Rs. 15,00,000. (b) A Public Company proposes to appoint an alternate Director for one of its Directors, who is likely to be outside India for most of the year. There is no specific provision in the Articles of Association in this regard. State the steps to be taken by the Company to give effect to the proposal. Draft a specimen resolution for appointment of Alternate Director and also state the kind of meeting at which such resolution is to be passed (8+7 = 15 marks).
CA FINAL Group I - November  2005 -  New Syllabus 
Questions 1, 2 and 3 are compulsory.
Answer any four questions from the rest.
Q 1 Answer any two of the following: (a) The Board of Directors of ABC Ltd. met thrice in the year 2004 and the 4th Meeting, though called, could not be held for want of quorum. Examine with reference to the relevant provisions of the Companies Act, 1956, the following: (i) Whether any provisions of the Companies Act, 1956 have been contravened? (ii) Is a Director bound to attend the Board Meetings and when his frequent absence from the Board Meeting may be excused? (b) Describe the provisions of the Securities Contracts (Regulation) Act, 1956 regarding the powers of the Central Government to supersede the Governing Body of a recognised Stock Exchange and the consequences of such supercession (c) (i) Delhi Stock Exchange wants to establish additional trading floor. Advise (ii) Complaints of unethical practices have been received against members of a recognized Stock Exchange by the Government. Examine whether the Government has any power to suspend the business of such a recognized Stock Exchange (5 +5 = 10 marks)
Q 2 Answer any two of the following: (a) Explain the meaning of “Capital Account Transaction” under the Foreign Exchange Management Act, 1999. 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 in ordinary course of business (ii) Purchases by a person resident outside India of shares of a company in India engaged in plantation activities (b) TKM Exporters of New Delhi are engaged in Export Business. It made certain exports, but failed to realise and repatriate to India the foreign exchange due on its exports. The Adjudicating Authority imposed a penalty under the provisions of Foreign Exchange Management Act, 1999 (FEMA). Being aggrieved by this penalty, the said exporter seeks your advice as to the authority to which appeal can be made and the time limit for making such appeals. You are required to advise on the matter. (c) (i) In a proceeding before the Competition Commission of India involving two pharmaceutical companies, the plaintiff requested the presiding officer to call upon the services of experts from the pharmaceutical sector to determine the truth of the allegations levelled by it against the respondent. The respondent opposed the request on the ground that such action can not be taken by the Competition Commission. You are required to state with reference to the provisions of the Competition Act, 2002, whether the contention of the respondent is tenable (ii) The Central Government has formed an opinion that Mr. CBM (a member of the Competition Commission of India) has acquired such financial interest that it may affect prejudicially his functions as a member of the Competition commission and it wants to remove him from his office. You are required to state with reference to the provisions of the Competition Act, 2002, whether the Central Government can do so and if yes, how? (7+7 = 14 marks)
Q 3 Answer any two of the following: (a) An investor has complained to SEBI that he has not received the payment due to him from the stock broker registered with Calcutta Stock Exchange Association Ltd. The complainant has requested SEBI to take appropriate action against the stock broker. You are required to state with reference to the provisions of Securities and Exchange Board of India Act, 1992 the answer to the following: (i) What action SEBI can take against the stock broker on the complaint as stated above? (ii) What is the procedure to the adopted and what are the factors that will be taken into account while taking such action? (b) Following information is available from the records of Star Chemicals & Engineering Ltd. (i) The Company is a closely held unlisted Company (ii) The paid up share capital of the Company since 1st April, 1999 is Rs. 3.00 crores and its net worth as at 31st March, 2005 was Rs. 5.00 crores as per audited Balance Sheet (iii) The Net Tangible Assets of the Company as per last 3 (three) audited Balance Sheet as at 31st March, 2003, 2004 and 2005 were Rs. 4.00 crores, 4.50 crores and 5.00 crores respectively, out of which monetary assets were less than Rs. 50 lacs in each of three years (iv) The Company was incorporated in 1996 and commenced its business on 1st April, 1996 and since then it has earned good profits and it has not incurred any loss in any year in past (v) The company has not declared any dividend so far, but according to the profits earned so far, the management could have declared the dividend in each of the last five years (vi) The name of the Company was changed from Star Engineering Ltd. to its present name with effect from 1st October, 2004. The Company wants to make a public issue of shares to raise Rs. 20.00 crores by issuing equity shares at premium. For the purpose of including the information in the prospectus, the company has prepared its accounts for 12 months ended 30th September, 2005 showing segment-wise revenue, which revels that revenue from Chemical segment is more than the revenue from Engineering segment. You are required to state the relevant guidelines issue by SEBI and your conclusion whether the company can make the desired issue of equity shares based on the facts stated above (c) (i) Explain the rules relating to interpretation of Statutes, when the terms “notwithstanding” and “subject to” are used in any provision of an Act. (ii) State the effect of the words “notwithstanding anything contained in this Act” used in section 408 of the Companies Act, 1956, which vests certain powers in the Central Government to prevent oppression or mismanagement (8+8 = 16 marks)
Q 4 (a) The last three years’ Balance Sheet of PTL Ltd., contains the following information and figures: 
 

As at 31.03.2003

As at 31.03.2004

As at 31.03.2005

 

Rs.

Rs.

Rs.

Paid up capital

50,00,000

50,00,000

75,00,000

General Reserve

40,00,000

42,50,000

50,00,000

Credit Balance in Profit & Loss Account

 5,00,000

 7,50,000

10,00,000

Debenture Redemption Reserve

15,00,000

20,00,000

25,00,000

Secured Loans

10,00,000

15,00,000

30,00,000

 On going through other records of the Company, the following is also determined:  Net Profit for the year (as calculated in accordance with the provisions of Section 349 & 350 of the Companies Act, 1956) – FY 2002-03 = Rs 12,50,000, FY 2003-04 – Rs 19,00,000 and FY 2004-05 - Rs 34,50,000. In the ensuing Board Meeting scheduled to be held on 5th November, 2005, among other items of agenda, following items are also appearing: (i) To decide about borrowing from Financial institutions on long-term basis. (ii) To decide about contributions to be made to Charitable funds. Based on above information, you are required to find out as per the provisions of the Companies Act, 1956, the amount upto which the Board can borrow from Financial institution and the amount upto which the board of Directors can contribute to Charitable funds during the financial year 2005-06 without seeking the approval in general meeting (8 marks). 
Q 4 (b) Examine the validity of the following with reference to the relevant provisions of the Companies Act, 1956 and/or decided case laws: (i) Mr. G, a Director of Sam Limited was interested in a contract to be entered into by the company. The Articles of Association of Sam Limited contained a clause, which prohibited the directors from voting on the resolution in respect of any contract in which he is interested. The matter in respect of the said contract was put up for approval of the shareholders in a general meeting. The general meeting was attended by Mr. G. and he also voted on the resolution. Mr. G. claims that he has a right to vote on the resolution in the general meeting. (ii) The Articles of Association of Big Limited provide that a meeting of the Board of Directors of the company shall be held at 11.00 a.m. on the last day of every quarter ending 31st March, 30th June, 30th September, and 31st December. Relying on such a clause in the articles, the company did not send notices to the directors in respect of the board meeting held on 30th September, 2005. Some of the directors have questioned the validity of the board meeting on the ground that individual notices have not been sent to the directors (7 marks)
Q 5 (a) A group of shareholders has approached you for advice regarding the affairs of LPM Paper Mills Ltd. According to them, the management of the company is not carrying out its functions in accordance with the prudent commercial practice and if the affairs of the company are allowed to run in future in the same manner, the company’s solvency would be in danger. They want that a Special Audit be conducted to find out the actual nature of the transactions. (i) You are required to state with reference to the provisions of the Companies Act, 1956, as to when a special audit can be directed and by whom. (ii) Draft an application to be submitted to the appropriate authority in this respect (8 marks). 
Q 5 (b) (i) State the provisions of the Companies Act, 1956 regarding the appointment of auditors in the following cases: (a) A company, whose Annual General Meeting was held on 30th September, 2005, but it failed to appoint the auditor (b) A company, whose financial year shall end on 31st December 2005 and whose auditor (appointed in last annual general meeting held on 30th March 2005) had died on 15th October 2005 
(ii) State the consideration under the Companies Act, 1956 upon which the Central Government can prohibit the appointment of Sole Selling Agents in certain cases (7 marks)
Q 6 (a) (i) An existing Inter-state Cooperative Society seeks your advice regarding the papers to be submitted to the Registrar of Companies for its registration as a Producer Company under the provisions of the Companies Act, 1956. You are required to prepare a list of such papers. (ii) A group of individuals eligible to form a Producer Company within the meaning of the Companies Act, 1956 has entrusted you with the job of preparing the Memorandum of Association of the proposed Producer Company. You are required to state the matters, which are required to be included in such Memorandum of Association.  Q 6(b) Some small shareholders of TRG Ltd., a company listed with Mumbai Stock Exchange, want to appoint Mr. Raj, who is holding 1,000 equity shares of Rs. 10 each of the Company as a Director as their representative on the Board of Directors of the said company. You are required to state the relevant provisions of the Companies Act, 1956 in respect of such proposal to appoint Mr. Raj as a Small Shareholders’ Director. Also state whether Mr. Raj can be appointed as a Small Shareholders’ Director if he is already a Small Shareholders’ Director in two other companies (8+7 = 15 marks)
Q 7(a)The Central Government came into possession certain facts and documents, which indicated that some of the managerial personnel of Company concerned with the management of the affairs thereof are acting in a manner, which is not desirable and if allowed to carry on, it is likely to cause serious injury to the interest of the trade, industry and business to which the company pertains. You are required to state the circumstances and manner in which the Central Government can initiate the process of removal of managerial personnel under the provisions of the Companies Act, 1956 (b) OGC Ltd. was a supplier of raw material to SAM  Ltd., which could not make payment to OGC Ltd. owing to huge losses and financial constraints. Ultimately, SAM Ltd. went into liquidation and Official Liquidator was appointed. OGC Ltd. filed a suit for recovery of its dues. The Court awarded a decree in favour of OGC Ltd. Armed with the Court’s decree, OGC Ltd. approached the Official Liquidator to pay the amount to it in preference over dues of the workmen. The workmen protested the demand of OGC Ltd. and contended that their dues rank pari passu with the Secured creditors and will override all other claims of the other creditors even where a decree has been passed. You are required to ascertain the validity of the argument of the workmen in the light of the provisions of the Companies Act, 1956 and the decided cases on the subject (8+7 = 15 marks)
Q 8(a) HPC Ltd. for a number of years was in various types of business. In order to exit from its non-core business, its management decided to hive off the business of Food Processing by demerging the said business with an associate company, namely, BCD Ltd. You are required to advise briefly, with reference to the provisions of the Companies Act, 1956, the steps the management should take to give effect to the proposed demerger (b) Following transactions are made by a public company. You are required to examine the same whether these transactions can be termed as Loans to directors requiring the approval of the Central Government as required under section 295 of the Companies Act, 1956 : (i) A salary advance of Rs. 5,000 to an employee, who is the wife of the managing director of the company (ii) Sale of company’s flat to a director at prevailing market price, out of which the director pays 50% (fifty per cent) immediately and contracts to pay balance amount in 10 equal annual instalments (iii) Making a deposit with the landlord under a licence arrangement for securing a residential accommodation for the managing director of the company (iv) Loan to its 100% (one hundred per cent) subsidiary company (8+7 = 15 marks)
Q 9(a) PNT Ltd. is company, which is listed with Mumbai Stock Exchange. Its 18th Annual General Meeting was held at Mumbai on 30th September, 2005 in respect of financial year ended 31st March, 2005, whereat all the usual business required to be conducted by a company under the provisions of the Companies Act, 1956 were carried out. Following further information is also available. : (i) The Company has total 8 Directors (including the Chairman) out of which 2 Directors are not liable to retire by rotation (ii) The Company has its registered office at Mumbai and a branch at Kolkata (iii) From the audited annual accounts for year ended 31st March, 2005, it is observed that Directors have proposed a dividend of 20% on equity share capital. (iv) 75% of the shares of the Company are held in dematerialised form and balance in physical form (v) The accounts of Kolkata Branch of the Company are audited by a firm of Chartered Accountants, who are not the Statutory Auditors of the Company. Based on the above, you are required to draft the Minutes of the proceedings of the Annual General Meeting of PNT Ltd. (b) S Ltd. is a subsidiary company of H Ltd. The Financial year of H Ltd. is from 1st April to 31st March whereas the financial year of S Ltd. is 1st July to 30th June every year. This is now causing difficulties particularly in view of the requirement of reporting and circulating the consolidated annual accounts as required by Accounting Standard AS-21. The Board of Directors of H Ltd. decides that the accounting year of S Ltd. for the year 1st July, 2005 to 30th June 2006 be extended from present 12 months to 21 months, i.e. 1st July, 2005 to 31st March, 2007, so that the financial years of the holding company and the subsidiary company end on the same date. State the provisions of the Companies Act, 1956 in this respect (10+5 = 15 marks)
CA FINAL Group I - May  2005 -  New Syllabus 
Questions 1, 2 and 3 are compulsory.
Answer any four questions from the rest.
Q 1 Answer any two of the following: (a) The Annual General Meeting of M/s Robertson Ltd., for laying the Annual Accounts thereat for the year ended 31st March, 2004 was not held as the accounts were not ready. In this context : (i) Advise the company regarding compliance of the provisions of Section 220 of the Companies Act, 1956 for filing of copies of Annual Accounts with the Registrar of Companies. (ii) Will it make any difference in case the Annual Accounts were duly laid before the Annual General Meeting held on 27th September, 2004 but the same were not adopted by the shareholders? (b) Working of City Stock Exchange Association Ltd. is not being carried on by its Governing Board in public interest. On receipt of representations from various Investors and Investors’ Association, the Central Government is thinking to withdraw the recognition granted to the said Stock Exchange. You are required to state the circumstances and procedure for withdrawal of such recognition as per the provisions of Securities Contracts (Regulation) Act, 1956 in this regard. Also state the effect of such withdrawal on the contracts outstanding on the date of withdrawal. (c) Delhi Stock Exchange has refused to grant listing of the shares of ABC Limited but the Exchange has not disclosed any reason therefore. The company wants to challenge the decision of the Stock Exchange in the Civil Court. Advise the company pursuant to relevant provisions of the Securities Contracts (Regulation) Act, 1956 (5 x 2 = 10 marks).
Q 2 Answer any two of the following: (a) Examine, with reference to the provisions of the Foreign Exchange Management Act, 1999, the residential status of the branches mentioned below : (i) MKP Limited, an Indian company having its Registered Office at Mumbai, India established a branch at New York U. S. A. On 1st April, 2004. (ii) WIP Ltd., a company incorporated and registered in London established a branch at Chandigarh in India on 1st April, 2004. (iii) WIP Ltd.’s Singapore branch which is controlled by its Chandigarh branch (b) Mr. F, an Indian National desires to obtain foreign exchange for the following purposes : (i) Payment of US $ 10,000 as commission on exports under Rupee State Credit Route. (ii) US $ 30,000 for a business trip to U. K. (iii) Remittance of US $ 2,00,000 for payment as prize money to the winning team in a Hockey Tournament to be held in Australia. Advise him, if he can get the Foreign Exchange and under what conditions (c) Mr. MKP was a member of the Competition Commission of India. He ceased to be such member on 31st March, 2005. Thereafter, he was offered the post of Executive Director with appropriate remuneration and perquisites in the following organisations to join his duties on and from 1st July, 2005: (i) HLL Ltd., a private sector public limited company, whose case was disposed off by the Competition Commission under the provisions of the Competition Act, 2002 in the month of February, 2005. (ii) Life Insurance Corporation of India. You are required to state with relevant provisions of the Competition Act, 2002 the option available to Mr. MKP in respect of accepting the above offers (7 x 2 = 14 marks).
Q 3 Answer any two of the following : (a) As on 31st December, 2004, following information and figures are noticed from the Annual Accounts for the year ended 31st March, 2004 of SKP Ltd., a Company listed with The Stock Exchange, Mumbai : (i) Authorised Share Capital Rs. 20.00 Crores comprising of 2 Crore Equity Shares of Rs. 10 each. (ii) Paid up Share Capital Rs. 9.00 Crores comprising of 80 lac Equity Shares of Rs. 10 each fully paid up and 20 lac Equity Shares of Rs. 10 each called and paid up to Rs. 5 each. The total paid up capital is paid up in cash. (iii) Securities Premium Account Rs. 20.00 crores. (iv) 5 lac Fully Convertible Debentures of Rs. 100 each. These debentures are due for conversion on 31st March, 2005 in full into fully paid Equity Shares of Rs. 10 each in the ratio of one Debenture : two Equity Shares. (v) General Reserve Rs. 30.00 Crores. (vi) Fixed Assets Revaluation Reserve Rs. 10.00 Crores. (vii) Outstanding Liabilities in respect of Bonus to Employees and Workers Rs. 25.00 lacs. (viii) Outstanding Liabilities in respect of Interest payable on Public deposits comprising of Fixed Deposits from general public Rs. 15.00 lacs. Following other information is gathered from the books of account and other records of the said Company for the period upto 31st December, 2004 : (a) The partly paid shares were made fully paid prior to 30th June, 2004. (b) Bonus to employees and workers was paid on 15th September, 2004. (c) Interest on Public Deposits was outstanding on 31st December, 2004. The Directors of SKP Ltd. wants to issue Bonus Shares on or after 1st April, 2005 in the ratio of 1:1. Advise the Directors on the matter with reference to the guidelines issued by Securities and Exchange Board of India on Bonus Issue (8 marks). 
Q 3 (b) Excel Ltd., a public limited company listed with The Stock Exchange, Mumbai, wants to make issue of equity shares on preferential basis pursuant to scheme approved under Corporate Debt Restructuring framework specified by Reserve Bank of India to various persons as may be selected by the Board of Directors of the Company. Following information relevant to the preferential issue is available : (i) Total No. of equity shares to be issued : 50 lac equity shares of Rs. 10 each out of which 30 lac equity shares will be allotted on 30 the June, 2005 as fully paid up and balance 20 lac equity shares shall be allotted on the  same date but paid up to Rs. 5 each and balance Rs. 5 shall be called upon at a later date and shall be paid up on 30th November, 2005. (ii) Out of the proposed allottees some persons are holding their shares in Excel Ltd. in physical form and not in dematerialised form and some persons had sold their entitled shareholding in Excel Ltd. in January, 2005. (iii) The meeting of general body of shareholders for approving the preferential issue was held on 15th March, 2005. Based on the above information you are required to answer the following queries with reference to the SEBI (Disclosure and Investor Protection) Guidelines, 2000:  (i) What would be the lock-in period for the shares allotted on preferential basis? (ii) Who are the persons not entitled for allotment of shares on preferential basis? (8 marks)
Q 3 (c) (i) Explain the rule of ‘ejusdem generis’ with regard to interpretation of statutes. (ii) Sunrise Industries Ltd. has paid Rs. 1,00,000 to a political party as its contribution to fight elections. Can it do so under the provisions of the Companies Act, 1956 ? Will it make any difference if the company has advertised its products in the monthly magazine published by the political party? (8 marks)
Q 4 (a) A majority of the Board of Directors of M/s Bulk Drugs Ltd. have reasons to believe that some of the business activities carried on in the name of the company are prima facie against the interests of the company and its members. They want the matter to be referred to Central Government in the form of an application for appointment of an Inspector to reach to the Bottom of the matter and unveil the truth. In this connection you are required to: (i) State the steps required to be taken with reference to the provisions of the Companies Act, 1956  (ii) Draft an application to be made to the Central Government (b) (i) M/s LMN Limited has been running in losses and has defaulted payment to its creditors. On 1.8.2004, the company mortgaged its plant and machinery to Mr. Patel, a close friend of the managing director of the company, against payment of his dues of Rs. 10 lakhs payable by the company. The other creditors were left in lurch. In the meantime, Mr. Raman (who was not paid by the company for supply of raw material of the value of Rs. 50,000) presented a petition for winding up the company before the High Court on 31.12.2004. The company was ordered to be wound up by the court on 30.04.2005. The Official Liquidator wants to declare the transaction of mortgage with Mr. Patel as invalid. Will he succeed? (ii) M/s Iqbal Sons Ltd issued shares of the nominal value of Rs. 10 per share, out of which Rs. 5 was payable on application and balance Rs. 5 was payable on call. The call money was invited by the Board of Directors but some shareholders, including a non-executive director, failed to pay the same within the prescribed period. Explain the status of Director who defaulted in paying call money (8+7 = 15 marks). 
Q 5 (a) Mr. BPK was appointed as the sole selling agent of M/s KMP Ltd. with effect from 1st January, 2002 for a period of five years. Mr. BPK earned his remuneration as follows during the years 2002 to 2004 : Year 2002 – Remuneration Rs. 4,41,000, Year 2003 – Remuneration Rs. 6,32,000, Year 2004 – Remuneration Rs 7,45,000. - -  On and from 1st January, 2005, the sole selling agency agreement was terminated by M/s. KMP Ltd. You are required to calculate the amount of compensation payable by the said company to Mr. BPK under the provisions of the Companies Act, 1956. What would be your answer in a case where the said M/s KMP Ltd. was amalgamated with another company with effect from 1st January, 2005 and Mr. BPK refused to act as the sole selling agent of the amalgamated company after amalgamation. (b) (i) Define the expression “Accounting Standards” within the meaning of Companies Act, 1956 (ii) XYZ Limited did not prepare its balance Sheet as at 31st March, 2005 and the profit & Loss Account for the year ended on that date in conformity with some of the mandatory Accounting Standards issued by the Institute of Chartered Accountants of India. You are required to state with reference to the provisions of the Companies Act, 1956, the responsibilities of directors and statutory auditor of the company in this regard (8+7 = 15 marks).
Q 6 (a) (i) A two year old Producer Company registered under Section 581C of the Companies Act, 1956 wants to donate some amount. The Chief Executive of the Producer Company has approached you to advise him as to how and for what purposes the donation can be made by such company. Also state the monetary restrictions, if any, laid down in the Companies Act, 1956 on making donations by a Producer Company. You are informed that as per the Profit & Loss account of the Producer Company for its last accounting year, net profit was Rs. 20.00 lacs. (ii) Is it obligatory for every producer company to appoint a whole time secretary under the provisions of the Companies Act, 1956? (8 marks)
Q 6 (b) Amar Textiles Ltd. is a company engaged in manufacture of fabrics. The Company has investments in shares of other bodies corporate including 70% shares in Amar Cotton Co. Ltd. and it has also advanced loans to other bodies corporate. The aggregate of all the investments made and loans granted by Amar Textiles Ltd. exceeds 60% of its paid up share capital and free reserves and also exceeds 100% of its free reserves. In course of its business requirements, Amar Textiles Ltd. has obtained a term loan from Industrial Development Bank of India ( a public financial institution within the meaning of Section 4A of the Companies Act, 1956) and the same is still subsisting. Now the Company wants to increase its holding from 70% to 80% of the equity share capital in Amar Cotton Co. Ltd. by purchase of additional 10% shares from other existing shareholders. State the legal requirements to be complied with by Amar Textiles Ltd. under the provisions of the Companies Act, 1956 to give effect to the above proposal. Will your answer be different if Amar Textiles Ltd. would have defaulted in payment of matured fixed deposits accepted by it from the public? (7 marks)
Q 7(a) Advise M/s. Super Specialities Ltd. in respect of the following proposals under consideration of its Board of Directors : (i) Appointment of Managing Director who is more than 70 years of age: (ii) Payment of commission of 4% of the net profits per annum to the ordinary directors of the company: (iii) Payment of remuneration to an ordinary director for rendering professional services; and (iv) Payment of remuneration of Rs. 40,000 per month to the whole time director of the company running in loss and having an effective capital of Rs. 95.00 lacs (8 marks). 
Q 7(b) 60% shares of Indo-French Ltd. are held by French Group and balance by an Indian Group. As per Articles of Association of the company both groups had equal managerial powers. The relationship between the two groups soured and the operations of the company reached a deadlock. The Indian Group approached the Company Law Board for action against the French Group for oppression. Based on these facts, you are required to decide, with reference to the provisions of the Companies Act, 1956 and/or the decided case laws, the following issues : (i) Whether the contention of oppression against the French Group by the Indian Group is tenable? (ii) What are the powers of the Company Law Board in this regard? (7 marks)
Q 8 (a) What do you understand by Corporate Governance? Explain how the provisions of the Companies Act, 1956 relating to Audit Committee will help in achieving some of the objectives of Corporate Governance (b) Mr. KMP is director of XLS Ltd. He intends to construct a residential building for his own use. The cost of construction is estimated at Rs. 1.50 Crores which Mr. KMP proposes to finance partly from his own sources to the tune of Rs. 60 lacs and the balance Rs. 90 Lacs from housing loan to be obtained from a housing finance company. For the purpose of obtaining the loan, he has approached the housing finance company which has in principle agreed to grant the loan, but has put a condition. The condition put by the housing finance company is that the Company XLS Ltd. of which Mr. KMP is a director should provide the guarantee for repayment of the loan and interest as per the terms of the proposed agreement for granting the loan to Mr. KMP. You are required to advice Mr. KMP on the matter keeping in view the relevant provisions of the Companies Act, 1956 (8+7 = 15 marks)
Q 9 (a) LMB Ltd., Kolkata is a multi-product manufacturing company having paid up capital of Rs. 5.00 Crores. In order to increase the product portfolio, the said company intends to procure certain machines and equipments worth Rs. 1.00 Crore from a partnership firm, namely, M/s MLPK, in which the son of managing director of LMB Ltd. is a partner. The contract for purpose of said machines and equipments is to be placed before the board of directors of the company for its consideration. In view of above facts, you are required to explain briefly the procedure under the provisions of the Companies Act, 1956 to be followed by LMB Ltd. to enter into the said contract (8 marks)
Q 9 (b) (i) Board of Directors of DBM Limited held a board meeting on 2nd May, 2005 at its registered office. You are required to state the salient points to be taken into account while drafting the minutes of the said board meeting. (ii) Draft a board resolution for appointment of Mr. Paul as the Managing Director of DBM Limited passed in the above stated board meeting (7 marks)
CA FINAL Group I - November  2004 New Syllabus 
Questions 1, 2 and 3 are compulsory.
Answer any four questions from the rest.
Q 1 Answer any two of the following: (a) ABC Ltd. has 12 directors on its board and has the following clause in its Articles of Association: “The questions arising at any meeting of the Board of Directors or any Committee thereof shall be decided by a majority of votes, except in case where the Companies Act, 1956 expressly  provides otherwise.” In a meeting of the Board of Directors of ABC Ltd., 8 directors were present. After completion of discussion on a matter voting was done. 3 directors voted in favour of the motion, 2 directors voted against the motion while 3 directors abstained from voting. You are required to state with reference to the provisions of the Companies Act, 1956 whether the motion was carried or not (b) Mr. Patel has transferred his shares of a listed company registered in his name to Mr. Mehta. Mr. Mehta has failed to get the shares registered in his name before the company declared and paid the dividend on the shares. Examine with reference to the provisions of Securities Contracts (Regulation) Act, 1956, whether Mr. Patel is entitled to retain the dividend even though he has transferred the shares before declaration of dividend (c) The Rural Electrification Corporation, New Delhi issued 6 years bonds to public directly and not through any Stock Exchange. Whether the Rural Electrification Corporation can do so? Is it not a violation of Securities Contracts (Regulation) Act, 1956? ( 5 x 2 = 10 marks)
Q 2 Answer any two of the following: (a) (i) Tomco Ltd., a vehicles manufacturing company in India has received an order from a transport company in Italy for supply of 100 Trucks on lease. You are required to state, how the said Tomco Ltd. can accept such an order. (ii) Forex Dealers Ltd. is an Authorised Person within the meaning of Foreign Exchange Management Act, 1999. Reserve Bank of India issued certain directions to the said Authorised Person to file certain returns, which it failed to file. You are required to state the penal provisions to which the said Authorised Person has exposed itself (b) (i) Mr. Sekhar resided for a period of 150 days in India during the Financial year 2003-2004 and thereafter went abroad. He came back to India on 1st April, 2004 as an employee of a business organisation. What would be his residential status during the Financial year 2004-2005? (ii) Mr. Atul, an Indian National desires to obtain Foreign Exchange for the following purposes: (a) Remittance of US Dollar 10,000 for payment for goods purchased from a party situated in Nepal (b) US Dollar 10,000 for remitting as commission to his agent in U.S.A. for sale of commercial plot situated near Bangalore, consideration in respect of which was received by Mr. Atul by way of foreign currency inward remittance amounting to US Dollar 1,00,000. Advise him, if he can get the Foreign Exchange and under what conditions (c) Poly Ltd., (hereinafter referred to as “Seller”), manufacturer of footwears entered into an agreement with City Traders (hereinafter referred to as “purchaser”), for sale of its products. The agreement includes, among others, the following clauses: (i) That the Purchaser shall not deal with goods, products, articles, by whatever name called, manufactured by any person other than the Seller. (ii) That the purchaser shall not sale the goods manufactured by the Seller outside the municipal limits of the city of Secunderabad (iii) That the Purchaser shall sale the goods manufactured by the Seller at the price as embossed on the price label of the footwear. However, the purchaser is allowed to sale the footwear at prices lower than those embossed on the price label. You are required to examine with relevant provisions of the Competition Act, 2002, the validity of the above clauses (7 x 2 = 14 marks)
Q 3 Answer any two of the following (a) The last three years’ Balance Sheets of RBS Ltd., contains the following information and figures: 
 
As at 31.03.02
As at 31.03.03
As at
31.03.04
 
Rs.
Rs.
Rs.
Paid up capital
50,00,000
50,00,000
75,00,000
General Reserve
45,00,000
50,00,000
60,00,000
Debenture Redemption Reserve
15,00,000
20,00,000
25,00,000
Secured Loans
10,00,000
15,00,000
30,00,000
Net Profit for the year (as calculated in accordance with the provisions of Section 349 and 350 of Companies Act, 1956) 
12,50,000
19,00,000
34,50,000
In the ensuing Board Meeting scheduled to be held on 5th November, 2004, among other items of agenda, following item is also appearing: “To decide about borrowing from financial institutions on long-term basis”. Based on above about information, you are required to find out as per the provisions of the Companies Act, 1956 the amount upto which the Board can borrow from financial institutions without seeking the approval in general meeting (b) The Annual Accounts of CALM Ltd., a listed company from for the year ended 31st March, 2003 were finalised on 31st May, 2004. The Company had a paid up capital of Rs. 50.00 Lacs and free reserves of Rs. 100.00 Lacs. The company did not have any accumulated losses. The Board of Directors of the Company wishes to make a public issue of Equity Shares amounting to Rs. 10.00 Crores comprising of offer to public through offer document, firm allotment and promoters contribution. State, how this can be done under SEBI guidelines. What would be your answer in the following cases : (a) If CALM Ltd. was a Private Sector Bank known as CALM Bank Ltd. (b) If the issue of above mentioned Rs. 10.00 Crores was a right issue. (c) Explain briefly the distinction between “Mandatory” and “Directory” provisions in a statute. How the Court deals with them differently? (8 x 2 = 16 marks) 
Q 4 (a) Mr. Doubtful was appointed as Managing Director of Carefree Industries Ltd. for a period of five years with effect from 1.4.2000 on a salary of Rs. 12 lakhs per annum with other perquisites. The Board of Directors of the company on coming to know of certain questionable transactions, terminated the services of the Managing Director from 1.3.2003. Mr. Doubtful termed his removal as illegal and claimed compensation from the company. Meanwhile the company paid a sum of Rs. 5 lakhs on ad hoc basis to Mr. Doubtful pending settlement of his dues. Discuss whether - (i) The company is bound to pay compensation to Mr. Doubtful and, if so, how much (ii) The company can recover the amount of Rs. 5 lakhs paid on the ground that Mr. Doubtful is not entitled to any compensation, because he is guilty of corrupt practices (b) Excellent Technical Consultants Ltd. has approached you seeking your opinion on the following appointments relating to directors and their relatives : (i) Appointment of Mr. Sonata (relative of one of the directors) as the Managing Director of the Company on a monthly remuneration of Rs. 40,000 and other perquisites as are currently being allowed to other executives of the Company (ii) Appointment of Mr. Romesh (relative of one of the directors) as the General Manager – Marketing of the Company on a consolidated monthly remuneration of Rs. 30,000. (iii) Appointment of Mr. Kamal (relative of one of the directors) as an Accounts Manager of the Company on a consolidated monthly remuneration of Rs. 18,000. Express your opinion explaining the relevant provisions of the Companies Act, 1956 (8+7 = 15 marks).
Q 5 (a) Mr. Weldon was appointed as a Director of Esquire Engineering Ltd. with effect from 1st October, 2002. Since the Company, namely, Esquire Engineering Ltd. wanted to take full advantage of the wisdom and expertise of Mr. Weldon, it offered him remuneration payable on monthly basis and made an application to the Central Government for approval for payment of such remuneration. Anticipating the approval for Central Government, Esquire Engineering Ltd. started paying such remuneration from the date of appointment and continued to do so till 31st March, 2003. The Central Government did not fully approve the remuneration proposed by the company and restricted the same to a lower amount. On scrutiny of the accounts, it was established that the company, till 31st March, 2003, has paid to Mr. Weldon a total sum of Rs. 1.20 Lacs in excess of the remuneration sanctioned by the Central Government. You are required to : (i) State with reference to the provisions of the Companies Act, 1956 in respect of recovery and waiver of recovery of the excess remuneration so paid, whether Mr. Weldon can keep the excess remuneration so received and under what conditions (ii) Draft a resolution for waiver of recovery of the excess remuneration so paid by the Company (b) (i) The Articles of Association of MKP Limited incorporated with an Authorised Share Capital of Rs. 50 crores divided into 5 crore Equity  Shares of Rs. 10 each contained the following clause: “The qualification of a director shall be the holding of at least 1,000 Equity Shares in the Company and such a director, if not already so qualified shall have to obtain his qualification within a period of 30 days from the date of his appointment as a director.” Examine the validity of the above clause in the light of the provisions of the Companies Act, 1956 (ii) Redraft the above clause which would confirm to the provisions of the Companies Act, 1956 (8+7 = 15 marks).
Q 6 (a) (i) An Interstate Cooperative Society has been incorporated on 1st May, 2004 as a Producer Company under the provisions of the Companies Act, 1956. Give your comments on its proposal to have 18 directors on its Board after incorporation as a Producer Company. (ii) A Producer Company wants to issue bonus shares. You are required to state the relevant provisions of the Companies Act, 1956 in this regard. (iii) What are the modes of investment, from and out of its general reserves, available to a Producer Company formed and registered under Section 581C of the Companies Act, 1956 (b) Mr. Raj, a director of POL Ltd., submitted his resignation from the post of director to the Board of Directors on 30th June, 2004 and obtained a receipt therefore on the same day. The Board of Directors of POL Ltd. neither accepted the resignation nor did it file Form No. 32 with the Registrar of Companies. You are required to state whether Mr. Raj ceases to be the Director of POL Ltd. and if yes, since when? (8+7 = 15 marks)
Q 7 (a) (i) As per provisions of the Companies Act, 1956, what is the status of XYZ Ltd., a Company incorporated in London, U.K., which has a Share Transfer Office at Mumbai? (ii) ABC Ltd., a foreign company having its Indian principal place of business at Kolkata, West Bengal is required to deliver various documents to Registrar of Companies under the provisions of the Companies Act, 1956. You are required to state, where the said company should deliver such documents. (iii) In case, a foreign company, does not deliver its documents to the Registrar of Companies as required under Section 597 of the Companies Act, 1956, state the penalty prescribed under the said Act, which can be levied. (b) M/s BEF Ltd., a public limited company is having a paid up share capital of Rs. 2.50 crores. Whether it is obligatory for the company to have a whole-time secretary? Will it make any difference, if the capital of the said BEF Ltd. was Rs. 1.50 crores? If yes, what other formality would have to be complied by it under the provisions of the Companies Act, 1956? (8+7 = 15 marks)
Q 8 (a) Mr. Kailash, an employee of M/s Sweetwill Ltd. met with an accident and died. The accident occurred when Mr. Kailash was on company’s duty. He held one hundred shares partly paid. Normally the company has a first and permanent lien on the shares. The Board of Directors however, relaxed the said provision with regard to these shares as a goodwill gesture on the part of the company. Is the action of the Company valid? State the reasons. Whether company’s lien can be extended to dividends payable on such shares? (b) State the procedure for the following, explaining the relevant provisions of the Companies Act, 1956 - (i) Appointment of First Auditor, when the Board of Directors did not appoint the First Auditor within one month from the date of registration of the company (ii) Removal of Statutory Auditor (appointed in last Annual General Meeting) before the expiry of his term. What difference it would make, if the Auditor was First Auditor appointed by the Board of Directors? (8+7 = 15 marks)
Q 9 (a) Following information is available from the audited Balance Sheet as at 31st March, 2004 of ASK Ltd. 
Share Capital 
Rs.
Equity Share Capital (5,00,000 shares of Rs. 10 each fully paid up in cash)
50,00,000
Less : Calls in arrear
     50,000
Net
49,50,000
Preference Share Capital
15,00,000
Share Application Money
10,00,000
Reserves and Surplus:
 
Securities Premium
15,00,000
Capital Redemption Reserve
12,00,000
Fixed Assets Revaluation Reserve
10,50,000
Sinking Fund Reserve 
11,00,000
General Reserve
40,00,000
Profit and Loss Account
22,00,000
Dividend Equalisation Reserve
  6,00,000
Secured Loans 
 
Cash Credit facility from Bank
1,00,00,000
You are required to find out, explaining the relevant provisions of the Companies Act, 1956, the amount upto which the Board of Directors can invest in securities of other bodies corporate and/or give loans (b) Some small shareholders of TRG Ltd., a company listed with Mumbai Stock Exchange, want to appoint Mr. Raj, who is holding 1,000 Equity Shares of Rs. 10 each in the Company as a Director as their representative on the Board of Directors of the said Company. You are required to state the relevant provisions of the Companies Act, 1956 in respect of such proposal to appoint Mr. Raj as a  Small Shareholders’ Director (8+7 = 15 marks).
CA FINAL Group I - May  2004 New Syllabus 
Questions 1, 2 and 3 are compulsory.
Answer any four questions from the rest.
Q 1. Answer any two of the following : (a) A Public Company wants to include the following clause in its Articles of Association : “Each Director shall be entitled to be paid out of the funds of the company for attending meetings of the Board or a Committee thereof including adjourned meetings such sum as sittings fees  as shall be determined from time to time by the directors, but not exceeding a sum of Rs. 30,000 for each such meeting to be attended by the Director.” You are required to advise the Company as to the validity of such a clause and the correct legal position (b) Securities and Exchange Board of India received serious complaints against the Affairs of a Member of a Stock Exchange. Explain the powers of SEBI under Securities Contracts (Regulation) Act, 1956 to make enquiries and to take action, if necessary, against the member of a Stock Exchange (c) The governing body of City Stock Exchange Association Ltd. is desirous of putting various restrictions on voting rights of its members to be exercised in a meeting and on their right to appoint a proxy. You are required to state whether the same is permissible. Also state the role of Central Government in this respect (5 x 2 = 10 marks).
Q 2 Answer any two of the following: (a) Mr. Sane, an Indian National desires to obtain Foreign Exchange for the following purposes: (i) Remittance of US Dollar 50,000 out of winnings on a lottery ticket. (ii) US Dollar 1,00,000 for sending a cultural troupe on a tour of U.S.A. (iii) US Dollar 50,000 for meeting the expenses of his business tour to Europe. Advise him whether he can get Foreign Exchange and if so, under what conditions? (b) Explain the restrictions, if any, under Foreign Exchange Management Act, 1999 in respect of the following issue and transfer of shares: (i) Issue of Equity Shares of Rs. 1 crore at face value accounting for 45 percent of post-issue capital to Non-resident Indians in U.S.A. on non-repatriation basis. The shares are issued by M/s ABC Knitwear Limited to finance the modernization of its plant (ii) A non-resident Indian, who is holding Equity shares in M/s DEF Textiles Limited, proposes to sell some shares to another Non-resident Indian for a consideration of Rs. 50 lakhs and also transfer shares of face value of Rs. 25 lakhs to a person resident in India by way of Gift (c) The Articles of Association of XYZ Computers Limited provide for a maximum of 15 Directors. But the company has only 10 Directors and for two of them representing Foreign Collaborators, alternate Directors have been appointed. Board Meeting held on 1st August, 2003 was attended by 4 Directors including 2 alternate Directors. Examine with reference to the relevant provisions of the Companies Act, 1956 whether quorum was present at the Board Meeting held on 1st August, 2003. Will your answer be different, if the articles provide for a Quorum of 6 Directors? (7 x 2 = 14 marks)
Q 3 Answer any two of the following : (a) An unlisted Company, having Share Capital of Rs. 3 crores consisting of 30,00,000 Equity Shares of Rs. 10 each fully paid-up, proposes to make an Initial Public offer of 90,00,000 Equity Shares of Rs. 10 each at a premium of Rs. 5 per share, in July, 2004. The promoters acquired 10,00,000 shares on 1st January, 2000 and another 10,00,000 shares on 1st January, 2004 at face value: (i) What should be the minimum contribution that should be made by the promoters of the above company in order to comply with the guidelines issued by SEBI? (ii) State also the period for which the promoters are required to hold these shares and also the shares, if any, acquired by the promoters in excess of the required minimum contribution (b) (i) Explain briefly the powers of SEBI under Securities and Exchange Board of India Act, 1999 to seize the records of a Stock broker or other Intermediaries associated with Securities Market (ii) An understanding has been reached among the manufacturers of cement to control the price of cement, but the understanding is not in writing and it is also not intended to be enforced by legal proceedings. Examine whether the above understanding can be considered as an ‘Agreement’ within the meaning of Section 2(b) of the Competition Act, 2002 (c) (i) Explain the effects of a proviso to a section in a statute. (ii) Examine whether the following contracts require previous approval of the Central Government keeping in view the effect of the proviso to Section 297(1) of the Companies Act, 1956: (a) Contracts for purchase of goods from a Public Company having a paid-up Share Capital of more than Rupees one crore by a firm in which a director of the Public Company is a partner. The purchase is for cash at prevailing market prices (b) Contracts attracting Section 297(1) to be entered into by a Public Company having a paid-up share capital of Rupees one crore in circumstances of urgent necessity (8 x 2 = 16 marks) 
Q 4 (a) State with reference to the relevant provisions of the Companies Act, 1956 whether the following persons can be appointed as a Director of a Public company (i) Mr. A, who has huge personal liabilities far in excess of his Assets and Properties, has applied to the court for adjudicating him as an insolvent and such application is pending (ii) Mr. B, who was caught red-handed in a shop lifting case two years ago, was convicted by a court and sentenced to imprisonment for a period of eight weeks (iii) Mr. C, a Former Bank Executive, was convicted by a court eight years ago for embezzlement of funds and sentenced to imprisonment for a period of one year (iv) Mr. D is a Director of DLT Limited, which has not filed its Annual Returns pertaining to the Annual General Meetings held in the calendar years 2001, 2002 and 2003 (b) Draft a resolution proposed to be passed at a General Meeting of a Public Company giving consent to the Board of Directors for borrowing upto a specified amount in excess of the limits laid down under Section 293(1)(d) of the Companies Act, 1956 and also state the borrowings, which are to be excluded from the said limits (8+7 = 15 marks]. 
Q 5 (a) (i) Mr. SDR, a shareholder in M/s JKP Ltd. holding ten equity shares of Rs. 10 each fully paid up wants to give a special notice to the company for removal of Mr. EDM, a Director of M/s. JKP Ltd. without stating any reason in the notice. You are required to state as per the provisions of the Companies Act, 1956 and/or any decided case law whether Mr. SDR is entitled to do so. (ii) Would your answer be different, if Mr. EDM was a Director appointed by the Central Government under Section 408 of the Companies Act, 1956? (iii) Explain briefly the provisions of the Companies Act, 1956 relating to removal of a Director in case of receipt of an appropriate special notice by the company for this purpose (b) The Registrar of Companies, West Bengal has received a complaint from a group of creditors of a company. The complaint alleges that the Directors of the company, in order to prevent the unearthing of their embezzlement of company’s funds, are engaged in falsification and destruction of original accounting books and records. The complaints urged the Registrar to seize the accounting books and records of the company so that the Directors may not be able to tamper the same. You are required to state the powers, if any, of the Registrar in this respect (8+7 = 15 marks). 
Q 6. (a) XYZ Producer Company Limited was incorporated on 1st April, 2003. At present it has got 200 members and its board consists of 10 Directors. The Board of Directors of the Company seeks your advice on the following proposals: (i) Appointment of one expert Director and one Additional Director by the Board for a period of four years. (ii) Loan of Rs. 10,000 to Mr. X, a Director of the company repayable within a period of six months (iii) Donation of Rs. 10,000 to a Political Party. Advise the Board of Directors explaining the relevant provisions of the Companies Act, 1956 (b) The issued, subscribed and paid-up share capital of ABC Nidhi Company Limited is Rs. 10 lakhs consisting of 90,000 Equity shares of Rs. 10 each fully paid up and 10,000 preference shares of Rs. 10 each fully paid up. Out of members of company, 400 members holding one preference share each and 50 members holding 500 equity shares applied for relief under Sections 397 and 398 of the Companies Act, 1956. As on the date of petition, the company had 600 Equity shareholders and 5,000 Preference shareholders. Examine whether the above petition under sections 397 and 398 is maintainable. Will your answer be different, if preference shareholders have subsequently withdrawn their consent? (8+7 = 15 marks)
Q 7 (a) Examine with reference to the provisions of the Companies Act, 1956 the validity of the following: (i) A scheme provides for amalgamation of a ‘Foreign Company’ with a Company Registered under the Companies Act, 1956 (ii) The statement forwarded with the notice convening a meeting of its members pursuant to Court’s Direction under Section 391 contains only ‘Exchange Ratio’ without details of its calculation (iii) At the time of filing of the petition for amalgamation, the object clause of both the transferor and transferee companies does not contain power to Amalgamate. (b) ABC Engineering Limited proposes to invest Rs. 20 lakhs in the equity shares of PQR Trading Limited. The proposed investment together with the investments in securities of companies and loans to body corporates already made exceed 60 per cent of the paid-up share capital and also 100 percent of free reserves of the company. The company has taken term loans from IDBI. Explain the procedure to be followed by ABC Engineering Limited to give effect to the proposed investment (8+7 = 15 marks). 
Q 8 (a) Mr. A, an Advocate, is a Director of M/s. ABC Limited and he is proposed to be engaged by the company as an advocate to appear before the court in connection with a case, on a remuneration of Rs. 10,000. Will it amount to an ‘Office or Place of Profit’ attracting Section 314 of the Companies Act, 1956? Will your answer be different, if he is proposed to be appointed on a regular retainer basis for rendering legal advice on a retainer fee of Rs. 5,000 per month either by ABC Limited or its subsidiary? State also whether the proposed appointments can be made by the Board of Directors of the Companies (b) Explain, how the auditor will be appointed in the following cases: (i) A Government Company within the meaning of Section 617 of the Companies Act, 1956 (ii) The Auditor of the company has resigned on 31st December, 2003, while the financial year of the company ends on 31st March, 2004. (iii A company, whose shareholders include the following: (a) Bank of Baroda (A Nationalised Bank) holding 12% of the subscribed capital in the company (b) National Insurance Company Limited (carrying on General Insurance Business) holding 10% of the subscribed capital in the company (c) Maharashtra State Financial Corporation (A Public Financial Institution) holding 8% of the subscribed capital in the company (8+7 = 15 marks).
Q 9 (a) The Board of Directors of M/s. ABC Limited, an unlisted company having a paid-up capital of Rs. 6 crores consisting of equity share capital of Rs. 5 crores and preference share capital of Rs. 1 crore and also 1,100 ‘Small Shareholders’ holding equity shares seeks your advice on the following : (i) Is it necessary for the Company to appoint a director to represent the ‘Small Shareholders’? (ii) In case the Company decides to appoint such a Director, the procedure to be followed by the company for such appointment and the period for which such appointment can be made. (iii) Can such a director be removed by the Company before the expiry of his period of appointment without the consent of the ‘Small Shareholders’? Advise explaining the relevant provisions of the Companies Act and the Rules (b) A Company created a floating charge of its Current Assets in favour of a Bank to secure a Current Account, which was in debit of Rs. 5 lakhs and also to secure further Working Capital facilities provided by the bank. The charge created on 1st January, 2003 was duly registered with the Registrar of Companies. The bank advanced Rs. 10 lakhs subsequent to the creation of charge. The company has gone into voluntary liquidation pursuant to a resolution passed on 1st September, 2003. Examine the validity of the floating charge in case it is a creditors’ voluntary winding up, but there is no fraudulent preference. Would your answer be different, if it was a member’s voluntary winding up? (8+7 = 15 marks)
CA FINAL Group I - November  2003 New Syllabus 
Question No 1, 2 and 3 are compulsory. Answer any four questions from the rest.
Q 1 Answer any two of the following: (a) The maximum number of Directors of each of the following Companies as per their Articles of Association is 11. (i) ABS Company Ltd. (ii) DSP Trading Private Ltd. (iii) Traders Association (a Company registered under Section 25 of the Companies Act, 1956) (iv) Hindustan Paper Ltd. (a Government Company under Section 617 of the Companies Act, 1956). The Board of Directors of the Company wants to increase the number of Directors to 15. State with reference to the provisions of the Companies Act, 1956 whether the Directors can do so. (b) Mr. Patel has transferred his shares of a listed company registered in his name to Mr. Mehta. Mr. Mehta has failed to get the shares registered in his name before the company declared and paid the dividend on the shares. Examine with reference to the provisions of Securities Contracts (Regulation) Act, 1956 whether Mr. Patel is entitled to retain the dividend even though he has transferred the shares before declaration of dividend. (c) SEBI is of the opinion that in the interest of investors, it is desirable to amend the rules of XYZ Stock Exchange prohibiting the appointment of the broker-member as President of the stock exchange. Explain with reference to the provisions of the Securities Contracts (Regulation) Act, 1956 whether it is possible for SEBI to amend the rules of the Stock Exchange, if the rules are not amended by the stock exchange [5 x 2 = 10 marks]
Q 2 Answer any two of the following: (a) Examine whether the following transactions are permissible under Foreign Exchange Management Act, 1999: (i) Payment of remuneration to foreign technician. (ii) Remittance of dividend to non-residents. State also the procedure to be followed with regard to payment of dividend to non-residents. (b) Mr. Ram, a citizen of India, left India for employment in U.S.A. on 1st June, 2002. Mr. Ram purchased a flat at New Delhi for Rs. 15 lakhs in September, 2003. His brother, Mr. Gopal employed in New Delhi, also purchased a flat in the same building in September, 2003 for Rs. 15 lakhs. Mr. Gopal’s flat was financed by a loan from a Housing Finance Company and the loan was guaranteed by Mr. Ram. Examine with reference to the provisions of Foreign Exchange Management Act, 1999 whether purchase of flat and guarantee by Mr. Ram are Capital Account transactions and whether these transactions are permissible. (c) With the knowledge of all the Directors of a Public Limited Company, a mortgage was created over the property of the company in respect of a loan given by the brother of one of the Directors of the company. But the interested Director neither disclosed his interest nor abstained from voting at the Board Meeting, when the loan transaction was approved. Examine with reference of the provisions of the Companies Act, 1956 whether there is any ban on such contracts and whether non-disclosure of interest and voting by the interested Director would make the contract void. [7 x 2 = 14 marks]
Q 3 Answer any two of the following: (a) Following information and figures are noticed from the Annual Accounts for the year ended 31st March, 2003 of MNP Limited, a listed company: (i) Authorised Share Capital Rs. 10 crores comprising of one crore Equity shares of Rs. 10 each. (ii) Paid-up Share Capital of Rs. 4.5 crores comprising of 40,00,000 Equity shares of Rs. 10 each fully paid-up and 10,00,000 Equity shares of Rs. 10 each called and paid-up to Rs. 5 each. The total paid-up capital is paid up in cash. (iii) Securities Premium Account Rs. 10 crores. (iv) 2,50,000 fully convertible debentures of Rs. 100 each. These debentures are due for conversion on 30th June, 2003 in full into fully paid Equity shares of Rs. 10 each in the ratio of two equity shares for one debenture. (v) General Reserve Rs. 15 crores. (vi) Fixed asset revaluation reserves Rs. 2.5 crores. It was further ascertained that the partly paid shares were made fully paid by 30th June, 2003. The Directors of MNP Limited propose to issue bonus shares in the ratio of 1:1. Advise the Directors on the matter with reference to the guidelines issued by SEBI on bonus issue. What will be your advice, if the company has defaulted in the matter of payment of interest on fixed deposits? (b) (i) Mr. Raman, an investor is not satisfied with the dealing of his stock broker, who is registered with Delhi Stock Exchange. Mr. Raman approaches you to guide him regarding the avenues available to him for making a complaint against the stock broker under Securities and Exchange Board of India Act, 1992 and also the grounds on which such complaint can be made. You are required to briefly explain the answer to his queries. (ii) How will the Chairperson and other members of the Competition Commission of India be appointed? State whether the Chairperson shall be only a person, who has been or is qualified to be, a Judge of a High Court. (c) (i) Explain the usefulness of ‘Heading and Title of a chapter in an Act and marginal notes of a Section’ as internal aids in interpreting the provisions of a Statute. (ii) ABC Forgings Limited proposes to make a loan of Rs. 5 lakhs to PQR Limited, a company in which two Directors of ABC Forgings Limited hold 30 per cent of the total Equity Share Capital. The proposed loan together with the inter-corporate loans and investments already made do not exceed 60 per cent of paid-up share capital and 100 per cent of free reserves of ABC Forgings Limited. Examine the above proposal with reference to the provisions of Section 372A of the Companies Act, 1956. Whether the provisions of Section 295 containing the marginal notes of ‘Loans to Directors, etc.’ would also be applicable in this case?  [8 x 2 = 16 marks]
Q 4 (a) Mr. PMC is Director in 14 Public Limited Companies as on 30th July, 2003. He continues to be so till 24th September, 2003. The following companies appoint Mr. PMC as a Director at their respective Annual General meetings held on dates mentioned against their names. (i) PQR Ltd. (AGM held on 29th September, 2003) (ii) BCD Private Ltd. (AGM held on 25th September, 2003) (iii) City Traders Association (A company registered under Section 25 of the Companies Act, 1956 – AGM held on 26th September, 2003 (iv) TSP Ltd  - AGM held on 25th September 2003. - - You are required to state with reference to the relevant provisions of the Companies Act, 1956 the options available to Mr. PMC in respect of accepting or not accepting the appointment of Director of the above companies. (b) Examine whether the payment of following remuneration to Non-executive Directors (Directors who are neither in the Whole-time employment of the company nor Managing Director) is in accordance with the provisions of the Companies Act, 1956:  (i) Sitting fee payable to Directors is increased from Rs. 3,000 to Rs. 6,000 per meeting by amending the Articles of Association. (ii) Commission payable to Non-executive Directors is calculated on the basis of book profits arrived at after providing for depreciation as per straight line method. (iii) Guarantee commission has been paid to one of the Non-executive Directors for having guaranteed the term loans obtained from a Financial Institution [8+7 = 15 marks].
Q 5 (a) ABC Company Limited was amalgamated with and merged in XYZ Company Limited. Some workers of ABC Company Limited refuse to join as workers of XYZ Company Limited and claim compensation for premature termination of service. XYZ Company Limited resists the claim on the ground that their services are transferred to XYZ Company Limited by the order of amalgamation and merger and, therefore, the workers must join service of XYZ Company Limited and cannot claim any compensation. Examine whether the workers’ contention is correct. (b) The Board of Directors of XYZ Limited appointed Mr. A as a Director in the casual vacancy caused by resignation of Mr. X. Mr. A is proposed to be reappointed as a Director at the Annual General Meeting, when he vacates his office. Examine with reference to the relevant provisions of the Companies Act, 1956 whether Mr. A can be considered as a ‘Retiring Director’ and state the legal requirements to be fulfilled to give effect to the proposed appointment of Mr. A as a Director at the Annual General Meeting [8+7 = 15 marks]
Q 6 (a) An existing society seeks your advice as to its eligibility to be registered as a ‘Producer Company” under the Companies Act, 1956 and the procedure to be followed for such registration. Advise explaining the relevant provisions of the Companies Act, 1956. (b) The Board of Directors of a company propose to charge the Chief Accountant of the Company with the duty of ensuring compliance with the provisions of the Companies Act, 1956 relating to maintenance of proper Books of account and preparation of Balance Sheet and Profit & Loss Account in accordance with the law. Draft a Board Resolution for this purpose. What are the consequences in case of default, when such a resolution is passed? Is it possible for the Board of Directors to pass such a resolution, when the company is managed by Managing Director? [8+7 = 15 marks]
Q 7 (a) A group of shareholders of Badwill Machineries Ltd. filed an application before the Company Law Board (CLB) alleging various acts of fraud and mismanagement by Mr. Bigfish, the Managing Director of his associates. During the course of hearing before the CLB, the authorised representative of the said company contended that the alleged transactions had taken place several years ago and the company has already removed the Managing Director, who was responsible for such transactions and hence there is no case before the CLB to interfere in the working of the company. Against the submissions on behalf of the company, the applicants submitted that although the fraudulent transactions were done in past and the Managing Director has been removed, but the company is still controlled by the persons, who are in league with the erstwhile Managing Director and are working as his henchmen. State the merits of the applicants’ arguments and the powers of the CLB. (b) S Ltd. is a subsidiary company of H Ltd. The Financial year of H Ltd. is from 1st April to 31st March, whereas the financial year of S Ltd. is 1st July to 30th June every year. This is now causing difficulties particularly in view of the requirement of reporting and circulating the consolidated annual accounts as required by Accounting Standard AS-21. The Board of Directors of H Ltd. decides that the accounting year of S Ltd. for the year 1st July, 2002 to 30th June, 2003 be extended from present 12 months to 21 months, i.e. 1st July, 2002 to 31st March, 2004 so that the financial years of the holding company and the subsidiary company end on the same date. State the provisions of the Companies Act, 1956 in this respect and mention the steps to be taken in this regard [8+7 = 15 marks]
Q 8 (a) How would you deal with the following situations in the matter of appointment of Auditors? (i) The shareholding of L.I.C. and U.T.I. increased from 23 per cent to 27 per cent of the subscribed share capital of the company after issue of notice of the Annual General Meeting, but before the date of the Annual General Meeting (ii) Ordinary resolution is passed at the Annual General Meeting of a company when a special resolution is required to be passed for appointment of Auditor? (b) Sunflow Limited decided to terminate the services of Mr. Ram, who was employed as Sales Manager. However, the company feels that the Sales Manager may not vacate the company’s flat at Mumbai. What action can be taken by the company under the Companies Act, 1956 to regain possession of the flat? Is it necessary to take such action under the Companies Act before terminating the services of Mr. Ram? Will it make any difference, if the flat is not owned by the company, but taken on lease? [8+7 = 15 marks].
Q 9 (a) What is meant by ‘Corporate Governance’? Explain, how the provisions of the Companies Act, 1956 relating to Audit Committee will help in achieving some of the objectives of ‘Corporate Governance’. (b) Super Chemicals Private Limited has discontinued its business since 1992. Its entire capital has been lost. It has some liabilities, but negligible assets. The company has been regular in filing Annual Returns and Balance Sheets. The Directors propose to apply to the Registrar of Companies for striking the name of company under section 560 of the Companies Act, 1956 on the ground that it is defunct company. State the circumstances under which the name of the company can be struck off under Section 560 of the Act and the steps to be taken by the Directors of the Company to get the name of the company struck off. [8+7 = 15 marks]
CA FINAL Group I - May 2003 New Syllabus 
Question No 1, 2 and 3 are compulsory. Answer any four questions from the rest.
Q 1 Answer any two of the following: (a) Mr. Busybody has been appointed as a Director of ACE Automobiles Limited on 2nd April, 2002. The articles of association of the company provides that the qualification of a director shall be holding of at least 10 shares in the company. Mr. Busybody applied for 10 equity shares of the company on 31st May, 2002. But the shares were allotted only at the Board meeting held on 19th August, 2002. Examine with reference to the relevant provisions of the Companies Act, 1956 whether Mr. Busybody has complied with the requirements relating to qualification shares. If not, what are the consequences? (b) M/s AB & Company, 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) Rampur Stock Exchange wants to get itself recognized. Explain: (i) Who enjoys the power to recognize stock exchange? (ii) What information will have to be provided with the application for recognition? [5+5 = 10 marks]
Q 2 Answer any two of the following: (a) Examine whether the following branches can be considered as a ‘Person resident in India’ under Foreign Exchange Management Act, 1999 : (i) ABC Limited, a company incorporated in India, established a branch at London on 1st January, 2003. (ii) M/s XYZ, a foreign company, established a branch at New Delhi on 1st January, 2003. The branch at New Delhi controls a branch at Colombo. (b) Mr. Ramesh is an exporter of goods and services. Explain briefly his duties under Foreign Exchange Management Act, 1999 with regard to the following: (i) Furnishing of information relating to such exports (ii) Realisation and repatriation of foreign exchange on such exports. (c) Explain the circumstances under which a Director retiring at an annual general meeting shall be deemed to have been re-appointed even though no such appointment has been made. [7 x 2 = 14 marks]
Q 3 Answer any two of the following (a) SEBI received a complaint 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. (b) Super Chemicals Limited, a closely held unlisted company, is in need of about Rs. 20 crores for financing its expansion programme. The company has not declared and dividend so far though it has made good profits from the commencement of commercial operations on 1st January, 1995. The paid-up capital of the company was increased to Rs. 3.5 crores on 1st April, 1998. The net worth of the company as per latest audited Balance Sheet as at 31st March, 2002 is Rs. 5 crores. The company seeks your advice as to its eligibility to raise Rs. 20 crores through public issue of equity shares at a premium. Advise with reference to relevant guidelines issued by SEBI. (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. [8 x 2 = 16 marks]
Q 4 (a) Mr. Ram is a Director of ABC Limited, XYZ Limited and PQR Limited. ABC Limited was regular in filing annual returns, but did not file annual accounts for the year ended 31st March, 2002. Further ABC Limited failed to pay interest on loans taken from a public financial institution from 1st January, 2002 onwards and also failed to repay the matured deposits on due date from 1st April, 2002 onwards. Mr. Ram is proposed to be appointed as additional director of MN Limited on 1st June, 2003. MN Limited has sought a declaration from Mr. Ram to the effect that the disqualification specified in Section 274(1) (g) of the Companies Act, 1956 is not applicable in his case. Mr. Ram seeks your advice on the following: (i) Whether it is in order for him to give the declaration sought by MN Limited in view of the defaults committed by ABC Limited. (ii) Whether he can continue as Director in XYZ Limited and PQR Limited and also seek reappointment when he retires by rotation at the annual general meetings of respective companies to be held in September, 2003. Advise explaining the relevant provisions of the Companies Act, 1956. Would your answer be different, if Mr. Ram resigned his office of director in ABC Limited on 31st December, 2002? (b) A private company having a paid-up capital of Rs. 6 crores has been converted into a public company. The company proposes to constitute an Audit Committee. Draft a board resolution covering the following matters taking into account the provisions of the Companies Act, if any, in this regard: (i) Members of the audit committee (ii) Chairman of the audit committee (iii) Quorum for a meeting of the audit committee (iv) Any two main functions of the committee. [8+7 = 15 marks]
Q 5 (a) M/s Supreme Technologies Limited propose to appoint Mr. E and Mr. F as whole-time directors for a period of three years with effect from 1st June, 2003. The company proposes to pay a consolidated salary of Rs. 80,000 per month to each of them. Mr. D, the managing director of the company, has been appointed for a period of five years with effect from 1st January, 2001 on a remuneration payable in the form of commission at the rate of five per cent of net profit subject to a minimum remuneration of Rs. 80,000 per month. The effective capital of the company at the end of the financial year ending 31st December, 2002 is Rs. 4.5 crores and it has been increased to Rs. 5.5 crores on 1st April, 2003 by way of right issue of equity shares. The company did not repay public deposits on the date of maturity from 1st January, 2003 onwards, but the default was made good on 1st April, 2003. The company seeks your advice on the steps to be taken to comply with the requirements of Section 269 read with Schedule XIII to the Companies Act, 1956 with regard to the proposed appointment of Mr. E and Mr. F as wholetime directors. Advise explaining the relevant provisions. (b) (i) What is the liability of an auditor for failure to point out in his report that dividend is paid out of capital? (ii) Can an auditor be disqualified for indebtedness in the following cases? (a) Where he is recovering his fees on a progressive basis even though the job is not complete. (b) Where the auditor’s firm has purchased goods from the auditee company and not paid for them for over six months. [8+7 = 15 marks]
Q 6 (a) The Profit and Loss Account and Balance-Sheet of a listed company have not been prepared in accordance with some of the applicable accounting standards. Examine the responsibility of the directors and auditors in this regard under the Companies Act, 1956 (b) Examine with reference to the provisions of the Companies Act, 1956 whether the following companies can be treated as foreign companies: (i) A company incorporated outside India having a share registration office at Mumbai. (ii) Indian citizens incorporated a company in Singapore for the purpose of carrying on business there. [8+7 = 15 marks]
Q 7 (a) M/s XYZ Limited is being wound up by the Court. The official liquidator after realization of the assets has an amount of Rs. 56,00,000 at his disposal towards payment of creditors of the company. Details of creditors are as under: (i) Dues to secured creditors – Rs 40,00,000 (ii) Dues to workers – Rs 30,00,000 (iii) Taxes and duties payable to Government authorities – Rs 4,00,000 (iv) Unsecured creditors – Rs 80,00,000. Since the available amount is insufficient to meet the claims of all creditors, explain the procedure to be followed for payment of dues as provided in the Companies Act, 1956, assuming that the company has created a charge on all the assets of the company in favour of the secured creditors. (b) Advise the company with reference to the relevant provisions of the Companies Act about sending notice of board meetings to the following directors: (i) Mr. Rohit, a director, who intimates his inability to attend the next board meeting. (ii) Mr. Bipin Ram, who has gone abroad for four months and an alternate director has been appointed in his place (iii) Mr. James is director residing abroad  representing the foreign collaborator and the Articles of Association of the company provide for sending notice to such directors. [8+7 = 15 marks]
Q 8 (a) Overambitious Limited became sick. The shareholders and creditors of the company passed resolutions in meetings convened by the company approving a scheme of reconstruction of the company. The scheme provides for sale of vacant land and utilisation of the sale proceeds for payment of outstanding wages, sales tax dues and repayment of part of the loan taken from the bank. The unsecured creditors will have to forego 50% of their claims against the company and receive debentures for the balance amount. Advise the directors about the steps to be taken to give effect to the proposed scheme inspite of objections raised by a few shareholders and creditors. (b) XYZ Company Ltd. in its annual general meeting appointed all its directors by passing one single resolution. No objection was made to the resolution. Examine the validity of appointment of directors explaining the relevant provisions of the Companies Act, 1956. Will it make any difference, if XYZ Company was a private company? [8+7 = 15 marks]
Q 9 (a) Ram and Co. Ltd. having paid up share capital of Rs. 40 lakhs appointed on 1st January, 1995 Lakshman and Co. Pvt. Ltd. as sole selling agent for a period of 5 years with effect from 1st January, 1995 with the approval of the company in general meeting. The directors of Lakshman and Co. Pvt. Ltd. were holding 40,000 equity shares of Rs. 10 each fully paid-up in Ram and Co. Ltd. since 1st December, 1994. State with reasons whether the appointment is valid. Will your answer be different, if Lakshman and Co. Pvt. Ltd. had acquired the aforesaid shares only on 1st December, 1995 ? (b) Advise the Board of Directors of a public company about their powers in respect of the following proposals explaining the relevant provisions of the Companies Act, 1956 - (i) Donation of Rs. 5,00,000 to a hospital established exclusively for the benefit of employees. (ii) Buy-back of shares of the company for the first time upto 10% of the paid-up equity share capital. (iii) Delegating to the managing director of the company the power to invest surplus funds of the company in the shares of some companies. [8+7 = 15 marks]
CA FINAL Group I - November 2002 New Syllabus 
Question No 1, 2 and 3 are compulsory. Answer any four questions from the rest.
Q 1. Answer any two of the following: (a) ABC Company Ltd. in its first General Meeting appointed six directors whose period of office is liable to be determined by rotation. Briefly explain the procedure and rules regarding retirement of these directors. Will it make any difference, if ABC Company Ltd. does not carry on business for Profit? (b) (i) Delhi Stock Exchange wants to establish additional Trading Floor. Explain briefly the meaning of and procedure for establishing additional Trading Floor. (ii) Complaints of unethical practices have been received against members of the Governing Body of a Recognised Stock Exchange. Examine whether the Government has any power to take action against the Governing Body of the said exchange. (c) The application filed by M/s XYZ Ltd. for the listing of its securities has been rejected by the Mumbai Stock Exchange. Advise the company regarding the steps it can take against the rejection. [5 x 2 = 10 marks]
Q 2. Answer any two of the following: (a) Mr. Ram had resided in India during the Financial year 1999-2000 for less than 183 days. He again came to India on 1st May, 2000 for higher studies and business and stayed upto 15th July, 2001. State under the Foreign Exchange Management Act, 1999. (i) If Mr. Ram can be considered ‘Person Resident in India’ during the Financial year 2000-2001 and (ii) Is citizenship relevant for determining such a status? (b) Mr. Ramesh of Nagpur wants to travel to Nepal and for this purpose proposes to draw Foreign Exchange. Specify (i) Can Mr. Ramesh draw any Foreign Exchange for his journey? (ii) What are the purposes for which Foreign Exchange drawal is not allowed for Current Account Transactions? (c) The Articles of Association of M/s Deep Company Ltd. provided that Mr. Ramesh Roy will be the First Secretary of the Company for a period of three years and shall draw a salary of Rs. 30,000 per month. After six months of the appointment, the company appointed another Secretary. Can Mr. Ramesh challenge the order of the Company? What is the Legal position? [7 x 2 = 14 marks]
Q 3. Answer any two of the following (a) On the complaint of Mr. Kamlesh Gupta, after enquiry SEBI finds that Mr. P. Mehra a Chief Executive Officer of the Company, on the basis of unpublished price sensitive information, has indulged in the trading of the securities of that company. Explain, on the basis of the said finding, what action can SEBI take against Mr. P. Mehra under the Securities and Exchanges Board of India Act, 1992. (b) Mr. Clever who is Registered as an Intermediary fails to enter into an agreement with his client and hence penalized by SEBI under Section 15B of the SEBI Act, Advice Mr. Clever as to what remedies are available to him against the order of SEBI. (c) Section 173(2) of the Companies Act, 1956 stipulates that in the case of an Annual General Meeting to transact business of special nature, a statement setting out all material facts concerning such matter shall be annexed to the notice of the meeting. You are required to advise as to the scope of the words ‘Material Facts’, briefly outlining the Rule of interpretation. [8 x 2 = 16 marks]
Q 4. (a) Mr. Sharma is a Legal Advisor of M/s ABC Ltd. and in that capacity he has rendered Legal Advice by way of a written communication to the Company.. The Registrar of Companies, Mumbai, issue an order, under Section 234 of the Companies Act, 1956 to Mr. Sharma to disclose and furnish a copy of the Communication made by him. Examine the power of the Registrar to call for the said document from Mr. Sharma. (b) On the basis of the information given below, advise M/s XYZ Ltd. about the provisions applicable for the appointment of Auditors. [8+7 = 15 marks]
Date of Incorporation
03-10-2002
Date of Receipt of Certificate of Commencement of Business
18-10-2002
 
Nominal Value of Equity shares held (Rs. In lakhs)
Uttar Pradesh Government
11,600
Central Government
  8,000
Bharat Heavy Electricals Ltd. (A Corporation Controlled by the Central Government)
  8,000
Private Sector Companies
  8,800
Indian Mutual Funds
  4,000
Foreign Financial Institutions
  4,000
Individual Members
  3,600
Total
48,000
Q 5. (a) In the light of the conditions laid down by Section 295 of the Companies Act, 1956, examine if the following transactions can be considered as loans to Directors: (i) Advance payment of salary to the employee who is also the spouse of the Managing Director of the Company. (ii) A sale of flat of the company at the Current Market Rate and Price. The Director pays sixty per cent cash immediately and contracts to pay the balance in ten monthly instalments. (iii) A loan to a firm in which the Directors of the company is a Partner. (b) The Board Meeting of M/s ABC Company Ltd. was adjourned for want of Quorum. Advise the procedure now to be followed and also whether a resolution can be passed by circulation. If so, how?  [8+7 = 15 marks]
Q 6. (a) M/s FMCG Ltd. proposes to acquire the majority shares of M/s Slow Industries Ltd. by way of amalgamation. Briefly enumerate the steps that should be taken by the Transferee Company to achieve the objective under the Companies Act, 1956. (b) There are eight shareholders in M/s Supra Private Ltd. Mr. Shyam who is holding less than one-tenth of the Share Capital of the company seeks your advice whether he can apply to the Company Law Board for relief against oppression and Mismanagement. Advise. [8+7 = 15 marks].
Q 7. (a) Draft the resolutions for the following purposes and describe the type of Resolution and Meeting required for: (i) Increase in the Authorised Capital of the Company (ii) Conversion of a Public Limited Company into a Private Limited Company. (b) M/s XYZ Ltd. was incorporated on 1st January, 2000. On 1st November, 2002, a Political Party approaches the Company for a contribution of Rs. Ten lakhs for political purpose. Advise in respect of the following; (i) Is the Company legally authorized to give this Political contribution? (ii) Will it make any difference, if the Company was in existence on 1st October, 1999? (iii) Can the company be penalized for defiance of Rules in this regard? [8+7 = 15 marks]
Q 8. (a) The Directors of M/s HIJ Company Ltd. desire to proceed for voluntary winding up of the company and hence they are required to file ‘Declaration of Solvency’. Your advice is sought about the procedure to be followed for the said purpose. (b) M/s Sharda Fertilizers Ltd. proposes to acquire equity shares of ABC Ltd. worth Rs. 19 lakhs. On the basis of the following information advise Sharda Fertilizers Ltd. about the requirements to be complied with under Companies Act, 1956 for the proposed investment in ABC Ltd.[8+7 = 15 marks]
Authorised Share Capital
50,00,000
Issued, subscribed and paid up Capital
25,00,000
Free Reserves
5,00,000
Q 9. (a) On 1st January, 2001 the Board of Directors of XL Co. Ltd. appointed Mr. Y as Sole Selling Agent of the Company for a period of five years. On 6th February, 2001, XL Co. Ltd. in its General Meeting disapproved the appointment of Mr. Y as Sole Selling Agent of the Company. Explain: (i) Is Mr. Y entitled to payment of compensation for loss of office (ii) Are there some other circumstances when compensation for loss of office is prohibited to a Sole Selling Agent? (b) By an order of the Court, M/s ABC Limited was wound up with effect from 15.03.2002. Mr. Gupta, who ceased to be a member of the Company from 01-06-2001 received a notice from the liquidator to deposit a sum of Rs. 15,000 as his contribution towards the liability on the shares previously held by him. Mr. Gupta seeks your opinion about his liability. [8+7 = 15 marks]
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