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Time Allowed – 3 Hours Maximum Marks – 100 

1. (a) As per Rule 3 of the Companies (Declaration and Payment of Dividend) Rules, 

2014, in the event of inadequacy or absence of profits in any year, a company may 

declare dividend out of  surplus subject to the fulfillment of the following conditions:  

1. The rate of dividend declared shall not exceed the average of the rates at 

which dividend was declared by it in the three years immediately preceding 

that year;  

 Provided that this sub-rule shall not apply to a company, which has not 

declared any dividend in each of the three preceding financial year.  

2. The total amount to be drawn from such accumulated profits shall not exceed 

one-tenth of the sum of its paid-up share capital and free reserves as 

appearing in the latest audited financial statement; 

3. The amount so drawn shall first be utilised to set off the losses incurred in the 

financial year in which dividend is declared before any dividend in respect of 

equity shares is declared; 

4. The balance of reserves after such withdrawal shall not fall below 15% of its 

paid up share capital as appearing in the latest audited financial statement . 

 In the given case therefore, the company can declare a dividend of 25% provided it 

has the required residual reserve, after such payment, of 15% of its paid up capital 

as appearing it its latest audited financial statement. The company should have the 

dividend recommended by the Board and put up for the approval of the members at 

the Annual General Meeting as the authority to declare lies with the members of the 

company. 

(b) According to section 128(1) of the Companies Act, 2013, every company is required 

to prepare and keep the books of accounts and other relevant books and papers 

and financial statement for every financial year which give a true and fair view of the 

state of the affairs of the company, including that of its branch office or offices, if 

any, and explain the transactions effected both at the registered office and its 

branches and such books shall be kept on accrual basis and according to the 

double entry system of accounting. 
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 The proviso to section 128(1) further provides that all or any of the books of account 

aforesaid and other relevant papers may be kept at such other place in India as the 

Board of Directors may decide and where such a decision is taken, the company 

shall, within seven days thereof, file with the Registrar a notice in writing giving the 

full address of that other place. Further company may keep such books of accounts 

or other relevant papers in electronic mode as per the Rule 3 of the Companies 

(Accounts) Rules, 2014. 

 Therefore, the Board of Bharat Ltd. is empowered to keep its books of account at its 

corporate office in Jaipur by following the above procedure.  

(c) Removal of Member of the SEBI (Section 6 of the Securities and Exchange 

Board of India Act, 1992)  

 According to section 6 of the Securities and Exchange Board of India Act, 1992, the 

Central Government shall have the power to remove a member appointed to the 

Board, if he: 

(i) is, or at any time has been adjudicated as insolvent; 

(ii) is of unsound mind and stands so declared by a competent court; 

(iii) has been convicted of an offence which, in the opinion of the Central Government, 

involves a moral turpitude. 

(iv) has, in the opinion of the Central Government so abused his position as to render 

his continuance in office detrimental to the public interest.  

 Before removing a member, he will be given a reasonable opportunity of being 

heard in the matter. 

 In the present case, a group of petitioners alleged that Mr. Zuber a member of the 

SEBI has monetary interest in some of the cases that came up before the Board 

and he embezzled his position and therefore, he should be removed from his office.  

 Here, above petitioners may approach the Central Government for removal of Mr. 

Zuber, a member of the SEBI and if the Central Government is of the opinion that 

Mr. Zuber has so abused his position as to render his continuation in office 

detrimental to the public interest, the Central Government may remove Mr. Zuber 

from his office after giving him a reasonable opportunity of being heard in the 

matter. 

(d) Members not to act as principals in certain circumstances : Members of stock 

exchange normally carry out transactions on behalf of investors and hence principal 

agent relationship exists. A Member can enter into transaction as principal with 

another member of the Exchange only. If he desires to enter into contract as 

principal with a non-member, then he has to get written consent from such person to 

act as principal. Contract note should indicate that he is acting as principal [Section 

15, Securities Contract (Regulation) Act, 1956]. 
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 Where the member has secured the consent of such person otherwise than in 

writing he shall secure written confirmation by such person or such consent within 

three days from the date of the contract [Proviso to Section 15].  

 Spot delivery contracts are outside the preview of section 15 (Section 18).  

 Arahant & Company, stock broker must bear in mind the above restrictions while 

entering into any transaction as principal with a non-member. 

2. (a) (i) Under section 139(8) of the Companies Act, 2013, any casual vacancy in the 

office of an auditor shall in the case of a company other than a company 

whose accounts are subject to audit by an auditor appointed by the 

Comptroller and Auditor-General of India, be filled by the Board of Directors 

within thirty days, but if such casual vacancy is as a result of the resignation of 

an auditor, such appointment shall also be approved by the company at a 

general meeting convened within three months of the recommendation of the 

Board and he shall hold the office till the conclusion of the next annual general 

meeting. 

 Therefore, in the present case, as the auditor has resigned, the casual vacancy so 

created can be filled up by the Board appointing Mr. Appropriate. However, the 

appointment of Mr. Appropriate must be approved by the company by passing of 

an ordinary resolution at a general meeting of the company which must be 

convened by the Board within 3 months of the recommendation of the Board.  

 Mr. Appropriate will be entitled to hold office till the conclusion of the next Annual 

General Meeting. 

 Under section 140(1) of the Companies Act, 2013, the auditor appointed under 

section 139 may be removed from his office before the expiry of his term only by a 

special resolution of the company, after obtaining the previous approval of the 

Central Government in that behalf in the prescribed manner:                              

 Provided that before taking any action under this sub-section, the auditor 

concerned shall be given a reasonable opportunity of being heard.  

 Therefore, in terms of section 140 (1) of the Companies Act, 2013 read with rule 7 

of the Companies (Audit & Auditors) Rules, 2014, the following steps should be 

taken for the removal of an auditor before the completion of his term: 

a. The application to the Central Government for removal of auditor shall 

made in Form ADT-2 and shall be accompanied with fees as provided for 

this purpose under the Companies (Registration Offices and Fees) Rules, 

2014 

b. The application shall be made to the Central Government within thirty 

days of the resolution passed by the Board. 
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c. The company shall hold the general meeting within sixty days of receipt 

of approval   of the Central Government for passing the special 

resolution.     

(ii) Director elected by small shareholders: Section 151 of the Companies Act, 

2013 provides that a listed company may have one director elected by such small 

shareholders in such manner and with such terms and conditions as may be 

prescribed. Further, the explanation to section 151 clarifies that for the purposes of 

this section “small shareholders” means a shareholder holding shares of nominal 

value of not more than twenty thousand rupees or such other sum as may be 

prescribed. 

 As the company given in the question is an unlisted company, it is not bound by 

section 151 and hence, it is not necessary for the company to appoint a director to 

represent the “small shareholders”. 

 (b) (i) Conditions for preferential issue: According to regulation 72 of the SEBI 

(ICDR) Regulations 2009 following are the conditions to be complied with by 

the company- 

(1)  A Contemporary Chemicals Limited may make a preferential issue of 

specified securities, if: 

(a) a special resolution has been passed by its shareholders; 

(b) all the equity shares, if any, held by the proposed allottees in the issuer 

are in dematerialised form; 

(c) the issuer is in compliance with the conditions for continuous listing of 

equity shares as specified in the listing agreement with the recognised 

stock exchange where the equity shares of the issuer are listed; 

(d) the issuer has obtained the Permanent Account Number of the 

proposed allottees. 

 Explanation: Where any person belonging to promoter(s) or the 

promoter group has sold his equity shares in the issuer during the six 

months preceding the relevant date, the promoter(s) and promoter 

group shall be ineligible for allotment of specified securities on 

preferential basis. 

(2)  Where any person belonging to promoter(s) or the promoter  group  has  

previously  subscribed to warrants of an issuer but failed to exercise the 

warrants, the promoter(s) and promoter  group  shall be ineligible for issue of 

specified securities  of  such  issuer  on  preferential  basis  for  a  period  of one 

year from: 

(a) the date of expiry of the tenure of the warrants due to non exercise of 

the option to convert; or 
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(b) the date of cancellation of the warrants as the case may be. 

  (ii) If a foreign company fails to deliver documents to the Registrar of Companies 

as required under section 380 of the Companies Act, 2013, the foreign 

company shall be punishable with a fine which shall be not less than  

Rs. 1,00,000 but which may extend to Rs. 3,00,000 and in the case of a 

continuing offence, with an additional fine which may extend to Rs. 50,000 for 

every day after the first during which the contravention continues.  Also, every 

officer of the foreign company who is in default shall be punishable with an 

imprisonment for a term which may extend to six months or with a fine which 

shall not be less than Rs.  25,000 but which my extend to Rs. 5,00,000 or with 

both.  The penalty is provided in section 392 and thus Majestic Ltd. is liable for 

the contravention of section 380 of the Act. 

3. (a) Reconstruction Scheme of Company: The provisions contained in sections 391 to 

394 of the Companies Act, 1956 are applicable to Ranbaxy Company Limited as it 

can be considered as a company liable to be wound up within the meaning of 

section 390 of the Companies Act, 1956. The proposed scheme involves a 

compromise or arrangement with members and creditors and it attracts section 391 

of the said Act. 

(i) Filing of application: While the company or any creditor or member can make 

application to the Court under section 391, it is usual for the company to make an 

application. On such application the Court may order that a meeting of creditors 

and/or members be called and held as per the directions of the Court. 

(ii) To serve notice of Meeting: The company must send notice of meeting to every 

creditor/member containing a statement setting forth the terms of compromise or 

arrangement explaining its effect. Material interest of directors, Managing Director 

or manager of the company in the scheme and the effect of scheme on their 

interest should be fully disclosed (Section 393). At the meetings convened as per 

directions of the Court majority in number representing at least ¾ in value of 

creditors/members present and voting must agree to compromise or arrangement. 

Thereafter the company must present a petition to the Court for confirmation of the 

compromise or arrangement. 

(iii) Notice of application to be served on C.G.: The notice of application made by 

the company will be served on the Central Government and the Court will take into 

consideration representation, if any, made by the Central Government (Section 

394A). The Court will sanction the scheme, if satisfied, after considering all 

relevant matters. 

(iv) Copy of Order: Copy of order issued by the Court must be filed with the Registrar 

of Companies and then only the order will come into effect. Copy of the said order 

must be annexed to every Memorandum of Association issued thereafter. The 

scheme sanctioned by the Court shall be binding on all members and creditors 
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even those who were dissenting. 

 (b) (i) Under Section 5 of Foreign Exchange Management Act, 1999, certain rules 

have been framed for drawal of foreign exchange on current account. 

According to the said rules, drawal of foreign exchange for certain transactions 

are prohibited. In respect of certain transactions drawal of foreign exchange is 

permissible with the prior approval of Central Government. In respect of some 

of the transaction, prior permission of RBI is sufficient for drawal of foreign 

exchange. 

(1)  In respect of item No.1 i.e. Payment of Commission on exports made 

towards equity investment in wholly owned subsidiary abroad of an Indian 

company is prohibited. 

(2)  Drawal of foreign exchange for remittance of hiring charges of 

transponder by TV Channels, can be made with the prior approval of the 

Central Government. 

 In the case of (2) above, approval of concerned authority is not required if 

the payment is made out of funds held in Resident Foreign Currency 

(RFC) Account or Exchange Earner‟s Foreign Currency (EEFC) Account 

of the remitter. Further foreign Exchange can be drawn only from an 

authorised person. 

  (ii) Under section 161(1) of the Companies Act, 2013, the articles of a company 

may confer on its Board of Directors the power to appoint any person, other 

than a person who fails to get appointed as a director in a general meeting, as 

an additional director at any time who shall hold office up to the date of the 

next annual general meeting or the last date on which the annual general 

meeting should have been held, whichever is earlier. 

 Further, section 161(4) states that in the case of a public company, if the office 

of any director appointed by the company in general meeting is vacated before 

his term of office expires in the normal course, the resulting casual vacancy 

may, in default of and subject to any regulations in the articles of the company, 

be filled by the Board of Directors at a meeting of the Board.  

 In the given case, Mr. Ideal has been appointed as an additional director in 

order to fill in a casual vacancy. A casual vacancy on the Board can be filled 

only by means of a board resolution passed at a meeting of the Board and not 

by circulation. Therefore, the appointment of Mr. Ideal  is invalid. 

 However, it is rather strange that in the given case Mr. Ideal has been 

appointed as an additional director to fill a casual vacancy in the Board. 

Actually, additional directors are appointed by the Directors (if authorized by 

the Articles) to increase the number of directors within the legally prescribed 

limits and not to fill a casual vacancy. In case Mr. Ideal had been appointed as 
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an additional director not to fill a casual vacancy, his appointment could have 

been made by a resolution by circulation under section 161 (1) and he would 

have held office till the date of the next AGM or the last date when the next 

AGM should have been held, whichever is earlier. In the given case, as the 

AGM was due on 31st March 2016 which is presumably the last date for 

holding it, his appointment would terminate on 31st March 2016. 

4. (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. In the general meeting company can reduce the dividend, but cannot 

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) Agreement: „Agreement‟ includes any arrangement or understanding or action 

in concert: 

(i)  Whether or not, such arrangement, understanding or action is formal or in 

writing or 

(ii)  Whether or not such arrangement, understanding or action is intended to 

be enforceable by legal proceedings. [Section 2(b)]. 

In view of the above definition of „agreement‟, an understanding reached by 

the cement manufacturers to control the price of cement will be an „agreement‟ 

within the meaning of section 2(b) of the Competition Act, 2002 even though 

the understanding is not in writing and it is not intended to be enforceable by 
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legal proceedings.  

(ii) Dormant Company: According to section 455 of the Companies Act, 2013, a 

company formed and registered under this Act for the purpose of a future project 

or to hold an asset or intellectual property and has no significant accounting 

transaction and an inactive company may make an application to the Registrar in 

such manner as may be prescribed for obtaining the status of a dormant company. 

The Registrar shall allow the status of a dormant company to the applicant and 

issue a certificate after considering of the application. The Registrar shall maintain 

a register of dormant companies in such form as may be prescribed. 

 In case of a company which has not filed financial statements or annual returns for 

two financial years consecutively, the Register shall issue a notice to that company 

and enter the name of such company in the register maintained for dormant 

companies. 

 A dormant company shall have such minimum number of directors, file such 

documents and pay such annual fee as may be prescribed to the Registrar to 

retain its dormant status in the register and may become an active company on an 

application made in this behalf accompanied by such documents and fee as may 

be prescribed.  However, the Registrar shall strike off the name of a dormant 

company from the register of dormant companies, which has failed to comply with 

the requirements of this section. 

 Thus, Exploration Research Development Limited may follow the above procedure 

to obtain the status of a „Dormant Company‟. 

5. (a) (i) In accordance with section 176 of the Companies Act, 2013 acts done by a 

person as a director shall be deemed to be valid, notwithstanding that it may 

afterwards be discovered 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. 

 The Proviso to section 176  further provide that nothing in this section shall be 

deemed to give validity to acts done by a director after his appointment has been 

noticed by the company to be invalid or to have terminated.  

 In view of the above provisions of section 176 of the Companies Act, 2013, the 

acts done by Mr. Peak up to the date of the irregularity in his appointment coming 

to the notice of the company will be deemed as valid and binding on the Company.  

 Any act done by him after the date on which the irregularity or defect in his 

appointment was noticed by the company will be deemed invalid. The acts done by 

Mr. Peak after 31st August, 2016 shall be deemed to be invalid and not binding 

upon the Company 

(ii) In terms of section 118(1) of the Companies Act, 2013 every company shall cause 

minutes of the proceedings of every meeting of its Board of Directors or of every 
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committee of the Board, to be prepared and signed in such manner as may be 

prescribed and kept within thirty days of the conclusion of every such meeting in 

books kept for that purpose with their pages consecutively numbered. 

 According to the Companies (Management and Administration) Rules, 2014: 

(i)  The minutes of proceedings of each meeting shall be entered in the books 

maintained for that purpose along with the date of such entry within 30 days 

of the conclusion of the meeting. 

(ii)  Each page of every such book shall be initialled or signed and the last page 

of the record of proceedings of each meeting or each report in such books 

shall be dated and signed by the chairman of the said meeting or the 

chairman of the succeeding meeting. 

 Thus, from the clear provisions of the above referred section the Minutes 

must be kept in books form for that purposes with consecutively numbered 

pages. Therefore, Minutes cannot be kept in loose leaf system.  

 In case the chairman passes away before signing the Minutes, the chairman 

of the succeeding Board meeting shall sign the Minutes. 

 (b) (i) Offences to be non-cognizable: Following offences under the Companies 

Act, 2013 are considered to be non-cognizable. According to this section: 

(i) Notwithstanding anything in the Code of Criminal Procedure, 1973, every 
offence under this Act except the offences referred to in sub-section (6) of 
section 212 shall be deemed to be non-cognizable within the meaning of 
the said Code. 

(ii)  No court shall take cognizance of any offence under this Act which is 
alleged to have been committed by any company or any officer thereof, 
except on the complaint in writing of the Registrar, a shareholder of the 
company, or of a person authorised by the Central Government in that 
behalf. 

 Whereas in case of a government companies, court shall take cognizance 
of an offence under this Act which is alleged to have been committed by 
any company or any officer thereof on the complaint in writing of a person 
authorized by the Central Government in that behalf.[ Vide Notification 
G.S.R. 463(E) dated 5 th June 2015] 

(iii)  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.  

(iv)  Nothing in this sub-section shall apply to a prosecution by a company of 
any of its officers. 
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(v)  Where the complainant is the Registrar or a person authorised by the 
Central Government, the presence of such officer before the Court trying 
the offences shall not be necessary unless the court requires his personal 
attendance at the trial. 

(vi)  The above provisions shall not apply to any action taken by the liquidator 
of a company in respect of any offence alleged to have been committed in 
respect of any of the matters in Chapter XX or in any other provision of 
this Act relating to winding up of companies. 

(vii)  The liquidator of a company shall not be deemed to be an officer of the 
company. 

(ii) Power of Reserve Bank of India to inspect banks (Section 35 of the 

Banking Regulation Act, 1949):  RBI is empowered to conduct inspection of 

any bank and to give them direction as it deems fit. All banks are bound to 

comply with such directions. Every directors or other officer of the bank shall 

produce all such books, documents as required by the inspector. The inspector 

may examine on oath any director or other officers. 

 RBI shall supply the bank a copy of such report of the inspection. RBI submits 

report to Central Government and the latter, on scrutiny, if is of the opinion that 

the affairs of the bank are being conducted detrimental to the interest of its 

depositors, it may, after giving an opportunity of being heard, to the bank, may 

order in writing prohibiting the bank from receiving fresh deposits, direct the 

RBI to apply section 38 for winding up of the bank. 

 Power of RBI to appoint Directors (Section 36AB of the Banking 

Regulation Act, 1949): RBI is empowered to appoint additional Directors for 

the banking company with effect from the date to be specified in the order, in 

the interest of the bank or that of depositors. Such additional directors shall 

hold office for a period not exceeding three years or such further periods not 

exceeding three years at a time. 

6. (a)  (i) Producer Company 

(1)  Appointment of expert director and additional director:  Section 581P(6) 

of the Companies Act, 1956 empowers the Board of directors of a producer 

company to co-opt one or more expert directors or an additional director not 

exceeding one fifth of the total number of directors for such period as the 

Board may deem fit.  But the maximum period shall not exceed the period 

specified in the Articles of the company [Second Proviso to section 581P(6)]. 

 The number of directors proposed to be co-opted is only 2 and it does not 

exceed one-fifth of the total number of directors.  They can hold office for the 

period specified by the Board provided it does not exceed the period 

specified in the Articles [Section 161(1) of the Companies Act, 2013 

stipulating that the additional director can hold office only upto the date of the 
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next annual general meeting or the last date on which the annual general 

meeting should have been held, whichever is earlier, is not applicable to a 

producer company].  Hence the proposed appointment of one expert director 

and one additional director is in order. 

(2)  Loan to a director: Section 581ZK empowers the Board of directors to 

provide financial assistance to the members of the producer company subject 

to the provisions made in articles and also subject to certain conditions laid 

down in 581ZK(b).  But any loan or advance to any director or his relative 

shall be granted only after the approval by the members in general meeting. 

(Proviso to Section 581ZK). 

 In view of the above, the directors must convene the general meeting and get 

the approval of the members before granting the proposed loan of Rs.10,000 

to X, a director of the company [According to Section 581C(5)a producer 

company is a private limited company and there is no limit to the number of 

its members]. 

(3)  Donation to a Political Party:  Producer company shall not make directly or 

indirectly to any political party or for any political purpose to any person any 

contribution or subscription or make available any facilities including 

personnel or material [Second proviso to Section 581ZH].  As the donation to 

a political party is prohibited, the company cannot donate Rs.10,000 to a 

political party. 

(ii) Procedure in case of Compulsory Winding-Up:  Mr. X has to take the 

following steps to put the company into compulsory winding up:  

1. A petitions for winding up of the company is to be filed in the high court, 
where the registered office of the company is located under section 
439(I)(b) read with section 433(e) and (f) of the Companies Act, 1956. A 
copy of the petition should be served on the company. 

2. The petition should be filled along with an affidavit showing sufficient 
ground for the appointment of a provisional liquidator till an order is 
passed by the High Court appointing an official liquidator.  

3. After obtaining the winding up order from the high court the same shou ld 
be advertised within 14 days in a newspaper in English language and in 
the regional language of the state where the company is registered.  

4. A certified copy of the winding up order passed by the court should be 
filed with the concerned Registrar of Companies along with the prescribed 
fees within 30 days from the date of the winding up order [Section 445(i)].  

5. The winding up proceedings will be carried out by the official liquidator till 
dissolution of the company. 
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 (b)  (i)  Board Resolution: Purchase of Equity Shares 

 Resolution passed at the meeting of the board of directors of Organised Limited 

held at its registered office situated at ____ on ___ (day) at ____ A.M. 

 “Resolved unanimously that pursuant to provisions of Section 186(2) of the 

Companies Act, 2013, the company be and is hereby authorized to purchase 

35,000 equity shares of Rs. 100 each of PQR Limited, the investment in addition to 

other investments made to date in the aggregate being within the limits prescribed 

under the said section.”  

 “Resolved further that Mr. ………………., a Director of the company, be and is 

hereby authorised to sign /execute the necessary documents in this connection.” 

Sd/-  

Board of Directors 

Organized Limited 

  (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. 
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 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. 

 The Central Government may, by notification, exempt any reporting entity 

or class of reporting entities from any obligation under this chapter. 

7. (a) As per section 2(11) of the Insurance Act, 1938, Life Insurance Business means the 

business of effecting contracts of insurance upon human life, including any contract 

whereby the payment of money is assured on death (except death by accident only) 

or the happening of any contingency dependent on human life, and any contract 

which is subject to payment of premiums for a term dependent on human life and 

shall be deemed to include: 

(i)  The granting of disability and double or triple indemnity accident benefits, if so 

provided in the contract of insurance. 

(ii)  The granting of annuities upon human life; and 

(iii)  The granting of superannuation allowances and benefits payable out of any fund 

applicable solely to the relief and maintenance of persons engaged or who have 

been engaged in any particular profession, trade or employment or of the 

dependents of such persons. 

(b) Appeal against acquittal: According to section 444 of the Companies Act, 2013, 

the Central Government may, in any case arising under this Act, direct – 

(i) any company prosecutor, or  

(ii) authorise any other person either by name or by virtue of his office, to present 
an appeal from an order of acquittal passed by any court, other than a High 
Court.  

 Appeal presented by such prosecutor or other person shall be deemed to have 
been validly presented to the appellate court. 

(c) Asset Reconstruction: 'Asset Reconstruction' means acquisition by any 

securitization company or reconstruction company of any right or interest of any 

bank or financial institution in any financial assistance for the purpose of realization 

of such financial assistance. (Section 2(b) of Securitization and Reconstruction of 

Financial Assets and Enforcement of Security Interest Act, 2002.)  

 Financial Assets 

Financial Assets' means debt or receivables and includes:   

(i)  a claim to any debt or receivables or part thereof, whether secured or 

unsecured; or  
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(ii)  any debt or receivables secured by mortgage of, or charge on, immovable 

property; or a mortgage, charge, hypothecation or pledge of movable property; 

or   

(iii)  any right or interest in the security, whether full or part underlying such debt or 

receivables; or   

(iv)  any beneficial interest in property, whether movable or immovable or in such debt, 

receivables, whether such interest is existing, future accruing, conditional or 

contingent; or   

(v)  any financial assistance. (Section 2(1). 

(d) Principles of Grammatical Interpretation and Logical Interpretation: In order to 

ascertain the meaning of any law/ statute the principles of Grammatical and Logical 

Interpretation is applied to conclude the real meaning of the law and the intention of 

the legislature behind enacting it. 

 Meaning- Grammatical interpretation concerns itself exclusively with the verbal 

expression of law. It does not go beyond the letter of the law, whereas Logical 

interpretation on the other hand, seeks more satisfactory evidence of the t rue 

intention of the legislature.  

(e) Intimation of changes in particulars specified in DIN application: The 

Companies (Appointment and Qualification of Directors) Rules, 2014 provides for 

the procedure for intimation of changes in particulars specified in the DIN 

application. According to which every individual who has been allotted a DIN under 

these rules shall, in the event of any change in his particulars as  stated in Form 

DIR-3, intimate such change(s) to the  Central Government within a period of thi rty 

days of such change(s) in Form DIR-6 in the following manner, namely :- 

A. the applicant shall download Form DIR-6 from the portal and fill in the relevant 

changes, attach copy of the proof of the changed particulars and verification in the 

Form DIR-7 all of which shall be scanned and submitted electronically; 

B. the form shall be digitally signed by a chartered accountant in practice or a 

company secretary in practice or a cost accountant in practice; 

C. the applicant shall submit the Form DIR-6 
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