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1. (a)  (i) Section 127 of the Companies Act, 2013 deals with the punishment for failure 
to distribute dividends within the prescribed time period. As per the Provision a 
dividend declared by a company has to be paid or the warrant in respect 
thereof has to be posted within thirty days from the date of declaration to any 
shareholder entitled to the payment of the dividend. 

 However proviso to section 127 list out the cases where a company is entitled 
to protection for its failure to pay dividend within the stipulated time period. 
Clause (c) of the proviso states that where there is a dispute regarding the 
right to receive the dividend, there no offence shall be deemed to have been 
committed by the company.  

 In the given case ABC Ltd. finds the dispute with respect to right of Mr. S, to 
receive the dividend. Therefore, Mr. S will not succeed in his claim for payment 
of declared dividend. 

(ii) As per Section 126 of the Companies Act, 2013 where any instrument of 
transfer of shares has been delivered to any company for registration and the 
transfer of such shares has not been registered by the company, the company 
shall transfer the dividend in relation to such shares to the Unpaid Dividend 
Account referred to in section 124 unless the company is authorised by the 
registered holder of such share in writing to pay such dividend to the 
transferee specified in such instrument of transfer. 

 Applying the above provisions to given situation, Mr. R is entitled to receive the 
dividend. The company shall transfer the dividend to Mr. R ‘s share to the 
unpaid dividend account unless the company is  authorized by Mr. B, the 
registered holder of such shares , in writing to pay such dividend to Mr. R, the 
transferee, specified in the instrument of transfer. 

(b) Section 129(3) of the Companies Act, 2013 deals preparation of the Consolidated 
Financial Statements. According to the section where a company has one or more 
subsidiaries, it shall, in addition to its own financial statements prepare a 
consolidated financial statement of the company and of all the subsidiaries in the 
same form and manner as that of its own. The Consolidated financial statements 
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shall also be laid before the annual general meeting of the company along with the 
laying of its own financial statement. 

 Further Rule 6 of the Companies (Accounts) Rules, 2014 provides the manner of 
consolidation of accounts. According to which the consolidation of financial 
statements of the company shall be made in accordance with the provisions of 
Schedule III to the Act and the applicable accounting standards. Vide notification 
G.S.R. 37(E) dated 16th January 2015 the Central Government further amended  
the Companies (Accounts) Rules, 2014 by inserting a  proviso that “this rule shall 
not apply in respect of consolidation of financial statement by a company having 
subsidiary or subsidiaries incorporated outside India only for the financial year 
commencing on or after 1st April,2014. 

 In given instance, PQR, a subsidiary of XYZ Ltd, is incorporated outside India, so 
rule 6 is not applicable here. So the decision taken by the company XYZ that PQR 
may not prepare Consolidated Financial Statement for the Financial year 2014-
2015, is valid. 

(c)  Establishment of Special Courts (Section 26A):  
(1) The Central Government may, for the purpose of providing speedy trial of 

offences under this Act, by notification, establish or designate as many Special 
Courts as may be necessary. 

(2)  A Special Court shall consist of a single judge who shall be appointed by the 
Central Government with the concurrence of the Chief Justice of the High 
Court within whose jurisdiction the judge to be appointed is working. 

(3)  A person shall not be qualified for appointment as a judge of a Special Court 
unless he is, immediately before such appointment, holding the office of a 
Sessions Judge or an Additional Sessions Judge, as the case may be. 

Offences triable by Special Courts (Section 26B): Notwithstanding anything 
contained in the Code of Criminal Procedure, 1973, all offences under this Act 
committed prior to the date of commencement of the Securities Laws (Amendment) 
Act, 2014 or on or after the date of such commencement, shall be taken cognizance 
of and tried by the Special Court established for the area in which the offence is 
committed or where there are more Special Courts than one for such area, by such 
one of them as may be specified in this behalf by the High Court concerned. 

(d)  Granting of Recognition (Section 4 of Securities Contracts (Regulation) Act, 1956) 
 Central Government may grant recognition to stock exchange subject to the 

following conditions that it may impose- 
(i) qualification for membership of stock exchange. 
(ii) manner in which contracts shall be entered into and enforced as between 

members. 
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(iii) representation of Central Government on Board of Exchanges. 
(iv) maintenance of accounts of members and their audit. 

 Grant of recognition shall be published in Gazette of India and also in Official 
Gazette of State in which stock exchange is located. 

 No application can be refused unless an opportunity of being heard is given to the 
Stock Exchange. Reason for refusal will be communicated in writing. 

2. (a) Independent Director: In accordance with the provisions of the Companies Act, 
2013, every listed public company shall have at least one-third of the total number 
of directors as independent directors. [Section 149(4)]. The Central Government 
may prescribe the minimum number of independent directors in case of any class or 
classes of public companies. Any fraction contained in such one-third numbers shall 
be rounded off as one.  

 Further, according to the Companies (Appointment and Qualification of Directors) 
Rules, 2014, the following class or classes of companies shall have at least two 
directors as independent directors:  
(1)   the Public Companies having paid up share capital of ten crore rupees or 

more; or 
(2)  the Public Companies having turnover of one hundred crore rupees or more; or 
(3)  the Public Companies which have, in aggregate, outstanding loans, 

debentures and deposits, exceeding fifty crore rupees.  
 However, in case a company covered as under the above rule is required to appoint 

a higher number of independent directors due to composition of its audit committee, 
such higher number of independent directors shall be applicable to it. 
Accordingly, the sub-questions can be answered as under: 
(i) Since the company in question is a listed company, it is required to appoint 

independent directors as per the above provisions. 
(ii) Even in the second case, the answer shall remain the same since the company 

in question is a listed company. The quantum of paid up share capital shall not 
affect the answer. 

(iii) As per the provisions a person who has been or is a one of the key managerial 
personnel cannot be appointed as an independent director in the given 
case.(Section 149(6)] 

(b)  (i)  Regulation 4 of the SEBI (ICDR) Regulation, 2009, lay down the common 
conditions for public issues or right issues  of securities.  SEBI Vide 
Notification dated 24th March, 2015 has issued SEBI (Issue of Capital and 
Disclosure Requirements) (Amendment) Regulations, 2015 whereby resulting 
into further changes in point no. 3 of Regulation 4 of the SEBI (ICDR) 
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Regulations, 2009. According to it warrants may be issued along with the 
public issue or right issue of specified securities subject to the following: 
(a) The tenure of such warrants shall not exceed eighteen months from their 

date of allotment in the public or right issue. 
(b) Not more than one warrant shall be attached to on specified securities. 
(c) Price of conservation formula of the warrants shall be determined upfront 

and atleast 25% of the consideration amount shall also be received 
upfront. 

(d) In case warrant holder does not exercise the option to take equity shares 
against any of the warrants held by him, the consideration paid in respect 
of such warrant shall be forfeited by the issuer. 

(ii) Provisions as to expert’s consent and allotment: Section 388 of the 
Companies Act, 2013 provides for Provisions as to expert’s consent and 
allotment before issuing prospectus. According to this section the companies 
incorporated outside India have to follow the following provisions as to expert’s 
consent and allotment: 
(1)  No person shall issue, circulate or distribute in India any prospectus 

offering for subscription in securities of a company incorporated or to be 
incorporated outside India, whether the company has or has not been 
established, or when formed will or will not establish, a place of business 
in India,— 
(a)  if, where the prospectus includes a statement purporting to be made 

by an expert, he has not given, or has before delivery of the 
prospectus for registration withdrawn, his written consent to the  
issue of the prospectus with the statement included in the form and 
context in which it is included, or there does not appear in the 
prospectus a statement that he has given and has not withdrawn his 
consent as aforesaid; or 

(b)  if the prospectus does not have the effect, where an application is 
made in pursuance thereof, of rendering all persons concerned 
bound by all the provisions of sections 33 and 40, so far as 
applicable. 

(2)  For the purposes of this section, a statement shall be deemed to be 
included in a prospectus, if it is contained in any report or memorandum 
appearing on the face thereof or by reference incorporated therein or 
issued therewith. 

 On the basis of the above provisions of the Companies Act, 2013, it is 
clear that no company incorporated or to be incorporated outside India 
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can issue, circulate, or distribute in India any prospectus without taking 
the expert’s consent. 

3. (a) Oppression & Mismanagement: Under sections 397 and 398 of the Companies 
Act, 1956, members may apply to the Company Law Board  in cases of oppression 
and mismanagement. However, bona fide decisions consistent with the company’s 
memorandum and articles are not to be equated with mismanagement even if they 
turn out to be wrong in the circumstances or these cause temporary losses. The 
Court will not permit the machinery created by the sections to be used by the 
minority for compelling the majority to come to terms, where the company is 
honestly managed. Directors’ bona fide decision not to declare dividend and to 
accumulate available profits into reserves is not mismanagement.  (Thomas Vettom 
(V.J.) vs. Kuttanad Rubber Co. Ltd. (1984) 56 Com. Cases 284 (Ker). 

 Thus in the given case, the group of members who complain to CLB against the 
decision of the Board not to declare any dividend and to accumulate available 
profits into reserves, would not succeed, as the act of directors does not amount to 
mismanagement.  Furthermore, the shareholders cannot compel the Board to 
recommend a dividend. The Board’s recommendations are placed in the general 
meeting. The general meeting can reduce the dividend, but cannot even increase 
the dividend as recommended by the Board. Therefore, the members cannot 
compel the company to declare dividend and cannot charge the directors with 
oppression or mismanagement. 

 Applying the above, answers to the question shall be as under: 
(1)  The contention of members shall not be tenable. 
(2)  The act of the Board of directors who acted bona fide, not to recommend any 

dividend shall not amount to oppression or mismanagement. 
(b)  (i) Defects in appointment of directors not to invalidate actions taken 

(Section 176) - Referring to the provisions of the Companies Act, 2013, if it 
comes to the notice of the company that there have been some irregulaties in 
the appointment of the director, the actions done by the person as a director 
shall not be deemed to be invalid. According to this section: 
1. No act done by a person as a director shall be deemed to be invalid, 

notwithstanding that it was subsequently noticed that his appointment 
was invalid by reason of any defect or disqualification or had terminated 
by virtue of any provision contained in this Act or in the articles of the 
company. 

2. Nothing in this section shall be deemed to give validity to any act done by 
the director after his appointment has been noticed by the company to be 
invalid or to have terminated. 
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 Hence, it could be concluded from the above explanation that before 
getting pointed out by a group of shareholders about the invalidity of his 
(Mr. Ansh’s) appointment, the acts done by him are valid. But, the acts 
done by Mr. Ansh after getting pointed out regarding the invalidity of his 
appointment will be invalid.  

(ii) As per the definition of the term “Person resident in India’ means the person 
should have resided in India in the preceding financial year for more than 182 
days. The residence of a person is calculated not with reference to his stay in 
India during that year but with reference to his stay in an earlier financial year. 
Therefore, a person may come into India in a financial year and stay for that 
year only but still, for that year he would not be resident in India. He would 
have to wait for the end of the year and on the commencement of the next year 
he would become resident in India. 

 Also, there may be situations where person may stay in India for more than 
182 days, and leave India thereafter. In the next year, he may be out of India 
for that whole year still he would be treated as resident in India since in the 
preceding financial year he was in India for more than 182 days. Therefore, a 
person may have to wait for upto one and a half-year to become a resident. 

 If that person has gone out of India or who stays outside India in either case 
for taking up employment, or for carrying on business or vocation or for any 
other purpose which would indicate his intention to stay outside India for an 
uncertain period, he would be treated as resident outside India. 

 Therefore, applying the above provisions in the given case, Mr. Suresh cannot 
be considered ‘person resident in India’ during the financial year 2013-2014 
not withstanding the purpose or duration of his stay. As regards financial year 
2014-2015, Mr. X would have been in India in the preceding financial year 
(2013-2014) for a period exceeding 182 days. Accordingly, he would be 
‘resident’ in India during financial year 2014-2015. However, if he leaves India 
for the purpose of taking up employment or for business/vocation outside 
India, or for any other purpose as would indicate his intention to stay outside 
India for an uncertain period, he would cease to be person resident in India 
from the date of his departure. It may be noted that even if Mr. Suresh is a 
foreign citizen, if he has not left India for any these purposes, he would be 
considered, ‘person resident in India’ during the financial year 2014-2015. 

4. (a) Compulsory Winding Up: In the case law Registrar of Companies Punjab vs. 
Ajanta Lucky Scheme and Investment Co. Private ltd., the Registrar of Companies 
filed a petition for the winding up of the respondent company under Section 433 (e) 
read with Section 439(5) of the Companies Act, 1956 on the ground that the 
Company was unable to pay its debts and that its liabilities exceeded its assets.  In 
the said case, it was held by the Court that for determining the Company’s ability or 
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otherwise to pay its debts, it was to be considered whether the company was able to 
meet its liability as and when they accrued due. Section 434 of the Act, prescribes 
the circumstances in which a company was to be treated as unable to pay its debts.  
Admittedly none of these circumstances was present in the said case and no 
complaint had even been received by the company from its creditors as regards 
non-fulfilments of any of their claims against the company. In a case where no debt 
had been due, a demand, therefore, could not be made.  The mere fact that certain 
liabilities might accrue due in further, which could exceed the existing assets of the 
company, would not necessarily lead to the conclusion that the company would be 
unable to meet its liabilities when they accrued due.  The mere fact that the 
Company’s liabilities being in excess of its assets could not ipso facto be a ground 
for putting the company into liquidation.  The test would be that the company should 
be commercially solvent i.e., the company ought to be in a position to meet its 
liabilities as and when they arose. 

 Thus in the present case, the Bombay High Court may not order the winding up of 
the Company viz. Evergreen Ltd. merely because its liabilities far exceeded the 
assets of the Company.  The Court will take into account whether the company has 
failed to meet any of the demands made by the creditors etc. 

(b)  (i) Requirement for constitution of CSR Committee: As per the provision given 
under section 135 of the Companies Act, 2013,every company including its 
holding or subsidiary, and a foreign company defined under section 2(42) of 
the Companies Act, 2013 having its branch office or project office in India, 
having  
(1) net worth of rupees 500 crore or more, or  
(2) turnover of rupees 1000 crore or more or  
(3) a net profit  of rupees 5 crore or more  

 during any financial year shall constitute a Corporate Social Responsibility 
Committee of the Board.  

 However, the net worth, turnover or net profit of a foreign company shall be 
computed in accordance with balance sheet and profit and loss account of 
such company as prepared in accordance with the provisions of section 
381(1)(a) and section 198 of the Act. 

 Since, X, a foreign company with branch office in India with turnover of Rupees 
2000 crore in financial year 2014-2015 is required to constitute CSR committee 
of the Board. 

 Amount of contribution: The Board of every company shall ensure that the 
company spends, in every financial year, at least two per cent of the average 
net profits of the company made during the three immediately preceding 
financial years, in pursuance of its CSR Policy. 
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(ii) As per Section 4 of the Competition Act, 2002, in the following situations, there 
shall be abuse of dominant position  by an enterprise or group, if such an 
enterprise or a group, -  
(a)  directly or indirectly, imposes unfair or discriminatory— 

(i)  condition in purchase or sale of goods or services; or 
(ii)  price in purchase or sale (including predatory price) of goods or 

service, or 
 The unfair or discriminatory condition in purchase or sale of goods or 

service referred to in sub-clause (i) and unfair or discriminatory price in 
purchase or sale of goods (including predatory price) or service referred 
to in sub-clause (ii) shall not include such discriminatory condition or price 
which may be adopted to meet the competition; or 

(b)  limits or restricts— 
(i)  production of goods or provision of services or market therefor; or 
(ii)  technical or scientific development relating to goods or services to 

the prejudice of consumers; or 
(c)  indulges in practice or practices resulting in denial of market access in 

any manner; or 
(d)  makes conclusion of contracts subject to acceptance by other parties of 

supplementary obligations which, by their nature or according to 
commercial usage, have no connection with the subject of such contracts; 
or 

(e)  uses its dominant position in one relevant market to enter into, or protect, 
other relevant market. Dominant position means a position of strength, 
enjoyed by an enterprise, in the relevant market, in India, which enables it 
to— 
(i)  operate independently of competitive forces prevailing in the 

relevant market; or 
(ii)  affect its competitors or consumers or the relevant market in its 

favour; 
5. (a) Fact of the Case: In the instant case, Mr. A is holding appointment in 4 companies, 

whereas Mr. B is having appointment in 6 Companies and Mr. C is having 
appointment in 10 Companies. In aggregate all three partners are having 20 audits.  

 Provisions and Explanations: As per section 141(3)(g) of the Companies Act, 
2013, a person shall not be eligible for appointment as an auditor if he is in full time 
employment elsewhere or a person or a partner of a firm holding appointment as its 
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auditor, if such person or partner is at the date of such appointment or 
reappointment holding appointment as auditor of more than twenty companies;  

 As per section 141 (3)(g), this limit of 20 company audits is per person. In the case 
of an audit firm having 3 partners, the overall ceiling will be 3 × 20 = 60 company 
audits. Sometimes, a chartered accountant is a partner in a number of auditing 
firms. In such a case, all the firms in which he is partner or proprietor will be 
together entitled to 20 company audits on his account. 

 Conclusion: 
(i) Therefore, ABC & Co. can hold appointment as an auditor of 40 more 

companies:  
Total Number of Audits available to the Firm = 20*3 =  60 
Number of Audits already taken by all the partners 
In their individual capacity = 4+6+10 =  20 
Remaining number of Audits available to the Firm = 40 

(ii) With reference to above provisions an auditor can hold more appointment as 
auditor = ceiling limit as per section 141(3)(g)- already holding appointments 
as an auditor. Hence (1) Mr. A can hold: 20 - 4 = 16 more audits. (2) Mr. B can 
hold 20-6 = 14 more audits and (3) Mr. C can hold 20-10 = 10 more audits 

(b) (i)  Investigation into affairs of Company: (1) According to section 210 (1) of the 
Companies Act, 2013 the Central Government may order an investigation into 
the affairs of the company, if it is of the opinion that it is necessary to do so: 
(a)  on the receipt of a report of the Registrar or inspector under section 208; 
(b)  on intimation of a special resolution passed by a company that the affairs 

of the company ought to be investigated; 
(c)  in public interest. 

 (2) According to section 210(3) of the Companies Act, 2013, the Central 
Government may appoint one or more persons as inspectors to 
investigate into the affairs of the company and to report thereon in such 
manner as the Central Government may direct. 

In the given case, the majority of directors are already of the view that the 
affairs of the company are not conducted in a manner beneficial either to the 
company or to the members and want to make an application to the Central 
Government to appoint an inspector. Therefore, the steps to be carried out for 
the purpose will be as under: 
(a) Convene an Extraordinary General Meeting of members for passing the 

required special resolution. The provisions for convening the meeting 
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should be complied with and the explanatory statement with the notice of 
the meeting must provide full details of the proposed special resolution. 

(b) Once the special resolution is passed, a copy of it along with the copy of 
the notice should be filed with the Registrar; 

(c) An application should be made under section 210 (1) to the Central 
Government requesting it to appoint an inspector to investigate the affairs 
of the company. 

(d) The Central Government on receipt of such notice will ask for information, 
documents and other supporting evidence and may order an investigation 
only if it is of the opinion that an investigation is warranted. It may appoint 
one or more inspectors to investigate into the affairs of the company and 
to report thereon in such manner as it may direct. 

(ii) In accordance with the provisions of the Banking Regulation Act, 1949 as 
contained in section 17, every banking company incorporated in India must 
create a reserve fund and transfer a sum equivalent to not less than 20% of its 
net profits. However, Central Government is empowered to exempt from this 
requirement on the recommendation of the RBI. Such exemption will be 
allowed only: 
1 when the amount in the reserve fund and the share premium account are 

equal to the paid-up share capital of the banking company. 
2. when the Central Govt. feels that its paid-up share capital and reserves 

are adequate to safeguard the interest of the depositors. 
 If the banking company appropriates any sum from the Reserve Fund or the 

Share Premium account, it must be reported to RBI within 21 days explaining 
the circumstances leading to such appropriation. 

 Therefore, applying the above provisions: 
(I) Contention of share holders shall be tenable since the 15%of transfer of 

profits to Reserve Fund is lower than statutory limits, as provided in the 
Act. 

(II) In the second case the contention of shareholders shall not be tenable, 
since 30% is more than the minimum statutory limit of 20% of the net 
profits.  

6. (a)  (i) As per provisions of section 581 ZH of the Companies Act, 1956, a Producer 
Company may, by special resolution, make donation or subscription to any 
institution or individual for the following purposes:-  
(a)  For promoting the social and economic welfare of Producer Members or 

Producers or general public; or 
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(b)  For promoting the mutual assistance principles. 
 Thus as per the above stated provisions of the Companies Act, 1956, a 

Producer   Company may make a donation by passing a special resolution and 
for the above mentioned purposes. 

 The 1st Proviso to the said section 581ZH lays down the monetary limit for 
making the donation by a Producer Company.  According to the said proviso 
the aggregate amount of all such donation and subscription in any financial 
year shall not exceed three per cent of the net profit of the Producer Company 
in the financial year immediately preceding the financial year in which the 
donation or subscription was made. 

 Since the net profit of the PQR Company as per its last profit & loss account 
was Rs. 20.00 lacs, it can make a total donation of Rs. 60,000/- in this year 
being three percent thereof.  

(ii) Power of the Central Government to provide for amalgamation of 
companies in the public interest: Section 396(1) provides that where in the 
“Public” interest it appears to the Central Government that amalgamation of 
two companies is essential, it may, through notification in the Official Gazette, 
provide for the amalgamation of the two companies into a single company with 
such constitution, property, powers, rights, interests, authorities and privileges 
and with such liabilities, duties and obligations as may be specified in the 
notification.  

 Every member or creditor (including a debentureholder) of each of the 
companies before the amalgamation shall have, as nearly as may be, the 
same interests in or rights against the amalgamated company as he has in the 
company of which he was originally a member or creditor. If his interests in or 
rights against the amalgamated company are less than his original interests 
etc., in the original company, he shall be entitled to receive compensation from 
the amalgamated company to the extent these have been reduced. [section 
396(3)] 

 The prescribed authority would assess the amount of compensation 
receivable. 

 Any person aggrieved by any assessment of compensation made by the 
prescribed authority under sub-section (3) may, within thirty days from the date 
of publication of such assessment in the Official Gazette, prefer an appeal to 
the Company Law Board and thereupon the assessment of the compensation 
shall be made by the Company Law Board 
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(b)  (i)   Section 202 of the Companies Act, 2013: Compensation for loss of office 
– Board Resolution 

 “WHEREAS Mr. NBS was employed for a period of three years as the 
Managing Director of the company from July 2013 to July 2016. and Whereas 
the company wanted to dispense with the services of the said Managing 
Director, and WHEREAS the company has duly served notice to the said 
Managing Director in terms of clause……… of the agreement between the 
company and the said Mr. NBS governing his terms and condition as the 
Managing Director of the company, it is hereby resolved that an amount of 
Rs.…………., be paid to Mr. NBS as compensation for the loss of his office as 
the Managing Director of the company.” 

(ii) Section 12 of the Prevention of Money Laundering Act, 2002 provides for the 
obligation of Banking Companies, Financial Institutions and Intermediaries or a 
person carrying on a designated business or profession. According to sub-
section (1), every banking company, financial institution and intermediary or a 
person carrying on a designated business or profession shall – 
(a)  maintain a record of all transactions, including information relating to 

transactions covered under clause (b), in such manner as to enable it to 
reconstruct individual transactions; 

(b)   furnish to the Director within such time as may be prescribed, information 
relating to such transactions, whether attempted or executed, the nature 
and value of which may be prescribed; 

(c)  verify the identity of its clients in such manner and subject to such 
conditions, as may be prescribed; 

(d)  identify the beneficial owner, if any, of such of its clients, as may be 
prescribed; 

(e)  maintain record of documents evidencing identity of its clients and 
beneficial owners as well as account files and business correspondence 
relating to its clients. 

 Every information maintained, furnished or verified, save as otherwise provided 
under any law for the time being in force shall be kept confidential. 

 The records referred to in clause (a) of sub-section (1) shall be maintained for 
a period of five years from the date of transaction between a client and the 
reporting entity. 

 The records referred to in clause (e) of sub-section (1) shall be maintained for 
a period of five years after the business relationship between a client and the 
reporting entity has ended or the account has been closed, whichever is later. 
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 The Central Government may, by notification, exempt any reporting entity or 
class of reporting entities from any obligation under this chapter. 

7. (a)  It is an unique Identification Number allotted to an individual who is an existing 
director of a company or intends to be appointed as director of a company pursuant 
to section 153 and 154 of the Companies Act, 2013. 

 Director is required to download and fill up eForm DIR-6 for such changes and 
follow the same process for uploading the same as mentioned for eForm DIR-3. The 
requested change is taken into the system on verification of the proof enclosed with 
the application for change request. In the case of change in applicant’s name, 
gazette notification is must with form DIR-6. Married ladies, who are having Id proof 
with their maiden name, can submit marriage certificate along with application. 
Verification as per Form DIR-7 of Companies Act, 2013 also needs to be attached 
to Form DIR-6 as it is a mandatory attachment now. 

(b)  Cognizance of offence: A court shall take cognizance of any offence under this Act 
which is alleged to have been committed by any company or any officer thereof only 
on the written complaint of - 
(a)  The Registrar,  
(b)  A shareholder of the company, or  
(c)  Of a person authorised by the Central Government in that behalf. 

 Provided that the court may take cognizance of offences relating to issue and 
transfer of securities and non-payment of dividend, on a complaint in writing, by a 
person authorised by the Securities and Exchange Board of India. 

 Provided that nothing in this sub-section shall apply to a prosecution by a company 
of any of its officers. 

(c) Section 399 of the Companies Act, 2013 provides for Inspection, production and 
evidence of documents kept by Registrar. According to this section: 
(i)  any person may— 

(a)  inspect by electronic means any documents kept by the Registrar in 
accordance with the rules made, being documents filed or registered by 
him in pursuance of this Act, or making a record of any fact required or 
authorised to be recorded or registered in pursuance of this Act, on 
payment for each inspection of such fees as may be prescribed; 

(b)  require a certificate of the incorporation of any company, or a copy or 
extract of any other document or any part of any other document to be 
certified by the Registrar, on payment in advance of such fees as may be 
prescribed: 

(ii)  The rights conferred as mentioned above shall be exercisable— 
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(a)  in relation to documents delivered to the Registrar with a prospectus in 
pursuance of section 26, only during the 14 days beginning with the date 
of publication of the prospectus; and at other times, only with the 
permission of the Central Government; and 

(b)  in relation to documents so delivered in pursuance of clause (b) of 
subsection(1) of section 388, only during the 14 days beginning with the 
date of the prospectus; and at other times, only with the permission of the 
Central Government. 

(iii) According to section 399(2) of the Companies Act, 2013, no process for 
compelling the production of any document kept by the Registrar shall issue 
from any court except with the leave of that court and any such process, if 
issued, shall bear thereon a statement that it is issued with the leave of the 
court. 

(d)  Measures for assets reconstruction (Section 9) 
 A securitisation company or reconstruction company may, provide for any one or 

more of the following measures, for the purposes of asset reconstruction, in 
accordance with the guidelines framed by the Reserve Bank:- 
(i) the proper management of the business of the borrower, by change in, or take 

over of, the management of the business of the borrower; 
(ii) the sale or lease of a part or whole of the business of the borrower; 
(iii)  rescheduling of payment of debts payable by the borrower; 
(iv)  enforcement of security interest in accordance with the provisions of this Act; 
(v)  settlement of dues payable by the borrower; 
(vi) taking possession of secured assets in accordance with the provisions of this 

Act; 
(vii) to convert any portion of debt into shares of a borrower company: 
Provided that conversion of any part of debt into shares of a borrower company 
shall be deemed always to have been valid, as if the provisions of this clause were 
in force at all material times. 

(e)  Rule of Exceptional Construction: This rule has several aspects, viz. 
(i) The Common Sense Rule: Despite the general rule that full effect must be 

given to every word, if no sensible meaning can be fixed to a word or phrase, 
or if it would defeat the real object of the enactment, it should be eliminated. 
The words of a statute must be so construed as to give a sensible meaning to 
them, if at all possible. They ought to be construed ‘utres magis valeat 
quampereat’ meaning thereby that it is better for a thing to have effect than to 
be made void. 
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(ii) Conjunctive and Disjunctive Words ‘or’ ‘and’: The word ‘or’ is normally 
disjunctive and ‘and’ is normally conjunctive. However, at times they are read 
as vice versa to give effect to the manifest intention of the legislature as 
disclosed from the context. This would be so where the literal reading of the 
words produces an unintelligible or absurd result: in such a case ‘and’ may by 
read for ‘or’ and ‘or’ for ‘and’ even though the result of so modifying the words 
is less favourable to the subject, provided that the intention of the legislature is 
otherwise quite clear. 

(iii) ‘May’, ‘must’ and ‘shall’: Before discussing this aspect, it would be worth while 
to note the terms ‘mandatory’ and ‘directory’. Practically speaking, the 
distinction between a provision which is ‘mandatory’ and one which is 
‘directory’ is that when it is mandatory, it must be strictly observed; when it is 
‘directory’ it would be sufficient that it is substantially complied with. However, 
we have to look to the substance and not merely the form: an enactment in 
mandatory form might substantially be directory and, conversely, a statute in 
directory form may in substance be mandatory. Hence, it is the substance that 
counts and must take precedence over mere form. If a provision gives a power 
coupled with a duty, it is mandatory: whether it is or is not so would depend on 
such consideration as: 
— the nature of the thing empowered to be done, 
— the object for which it is done, and 
— the person for whose benefit the power is to be exercised. 
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