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Test Series: October, 2015 

MOCK TEST PAPER – 2 

FINAL COURSE: GROUP – I 

PAPER – 4: CORPORATE AND ALLIED LAWS 

SUGGESTED ANSWER 
1. (a) (i)  Board Resolution for charging Mr. Dark, Chief Accountant, with the duty of 

Compliance with the requirements of Sections 129 & 134 of the Companies 
Act, 2013. 

   “Resolved that Mr. Dark, Chief Accountant of the company is hereby charged 
with the duty of seeing that the requirements of Sections 129 and 134 of the 
Companies Act, 2013 are duly and fully complied with. 

   Resolved further that the said Mr. Dark is hereby entrusted with the authority to 
do such Acts or deeds as may be necessary or expedient for the purpose of 
discharging his above referred duties.”  

   Consequences of contravention: Section 128(6) provides that if the 
managing director, the whole-time director in charge of finance, the Chief 
Financial Officer or any other person of a company charged by the Board with 
the duty of complying with the provisions of this section, contravenes such 
provisions, such managing director, whole-time director in charge of finance, 
Chief Financial officer or such other person of the company shall be 
punishable with imprisonment for a term which may extend to one year or with 
fine which shall not be less than fifty thousand rupees but which may extend to 
five lakh rupees or with both.  

  (ii) Right to carry out the inspection of the books of accounts: 
   Mr. A has no right to carry out an inspection of the books of accounts of the 

company despite the fact that he holds 51% of the share capital of the 
company.  According to sections 128 and 206 of the Companies Act, 2013, the 
following persons have the right to carry out the inspection of the books of 
accounts of the company. 
1. Directors of the Company [Section 128(3)] 
2. Registrar of Companies [Section 206] 
3. Such officer of Government as may be authorised by the Central 

Government in this behalf (Section 206). 
4. Such officers of SFIO (Serious Fraud Investigation Office) [Section 212]. 

   Since Mr. A is not a director, he is not eligible to carry out the inspection. 
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   Note: According to Regulation 89, of Table F, Companies Act, 2013, a 
member has right to inspect the books of accounts if he is so authorized by a 
resolution of the Board of Director or a resolution passed by the company in 
general meeting. 

 (b) Rotational Directors and Retirement: 
(i) According to section 152(6)(a)(i) of the Companies Act, 2013, unless the 

articles provide for the retirement of all directors at every annual general 
meeting, not less than two-thirds of the total number of directors of a public 
company shall be persons whose period of office is liable to determination by 
retirement of directors by rotation. 
Further, section 152(6)(c) of the Act states that one-third of such of the 
directors for the time being as are liable to retire by rotation, or if their number 
is neither three nor a multiple of three, then, the number nearest to one-third, 
shall retire from office. 
From the above provisions, it is clear that the directors who are liable for 
rotation at every annual general meeting shall be one third of those directors 
who constitute the two thirds of the total number of directors and who are liable 
for rotation at every AGM. For example if the number of directors is 14 then the 
directors liable for rotation at every AGM will be = 14/3*2 = 9 and the directors 
who will retire will be one third of 9 = 3.  
Under section 152(6)(d) the directors to retire by rotation at every annual 
general meeting shall be those who have been longest in office since their last 
appointment, but as between persons who became directors on the same day, 
those who are to retire shall, in default of and subject to any agreement among 
themselves, be determined by lot. Therefore, the directors who will retire by 
rotation shall be those who have been in office for the longest term since their 
appointment. In case of two or more directors who were appointed on the 
same date at the same AGM, the retiring directors will be mutually agreed by 
them or in the absence of such agreement, will be determined by lots. 

(ii) In terms of section 152(6)(d) of the Companies Act, 2013 if two or more 
directors have been appointed on the same day at the same AGM, their 
retirement will be determined either mutually among them or by lot.   

(iii)  Under section 152(6)(e) of the Companies Act, 2013 the Vacancy caused by 
the retirement of directors at the AGM may be filled in the same annual 
general meeting by appointing either the retiring directors or some other 
person. The annual general meeting may also decide not to fill the vacancy 
arising from the retirement of one or more directors.   

  Section 152(7) (a) provides that if the vacancy of the director retiring by rotation, is 
not so filled-up and the meeting has not expressly resolved not to fill the vacancy, 
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the meeting shall stand adjourned till the same day in the next week, at the same 
time and place, or if that day is a national holiday, till the next succeeding day which 
is not a holiday, at the same time and place.  

  Section 152 (7)(b) further provides that if at the adjourned meeting also, the 
vacancy of the retiring director is not filled up and that meeting also has not 
expressly resolved not to fill the vacancy, the retiring director shall be deemed to 
have been re-appointed at the adjourned meeting, unless: 
(i) at that meeting or at the previous meeting a resolution for the re-appointment 

of such director has been put to the meeting and lost; 
(ii) the retiring director has, by a notice in writing addressed to the company or its 

Board of directors, expressed his unwillingness to be so re-appointed;  
(iii) he is not qualified or is disqualified for appointment;  
(iv) a resolution, whether special or ordinary, is required for his appointment or re-

appointment by virtue of any provisions of this Act; or  
(v) section 162 is applicable to the case. 

(c) Penalty for default in case of stock brokers: Section 15F of Securities and 
Exchange Board of India Act, 1992 provides for penalty for default in case of stock 
brokers. If any person who, is registered, as a stock broker under this Act: 
(i) fails to issue contract notes in the form and in the manner specified by the 

stock exchange of which such broker is a member, he shall be liable to a 
penalty not exceeding five times the amount for which the contract note was 
required to be issued by that broker; 

(ii) fails to deliver any security or fails to make payment of the amount due to 
the investor in the manner or within the period specified in the regulations, he 
shall be liable to a penalty of one lakh rupees for each day during which such 
failure continues or one crore rupees, whichever is less; 

(iii) charges an amount of brokerage which is in excess of the brokerage 
specified in the regulations, he shall be liable to a penalty of one lakh rupees 
or five times the amount of brokerage charged in excess of the specified 
brokerage, whichever is higher. 

Factors for taking into account while action  
  While adjudging quantum of penalty under section 15J, the adjudicating officer shall 

have due regard to the following factors: 
(i) the amount of disproportionate gain or unfair advantage, wherever 

quantifiable, made as a result of the defaults. 
(ii) the amount of loss to an investor or group of investors as a result of the 

default. 
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(iii) the repetitive nature of the default. 
 Taking into consideration the above factors, the adjudicating officer may levy a 

maximum penalty as prescribed in section 15F for default by the concerned stock 
broker in making the payment to the investor. 

(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]. 

 Where the member has secured the consent of such person other wise 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). 
 AB & Co., stock broker must bear in mind the above restrictions while entering into 

any transaction as principal with a non member. 
2. (a) (i) Under the proviso to section 196 (3) of the Companies Act, 2013, a person 

who has attained the age of seventy years may be employed as managing 
director, whole-time director or manager by the approval of the members by a 
special resolution passed by the company in the general meeting and the 
explanatory statement annexed to the notice for such motion shall indicate the 
justification for appointing such person.     

  (ii) Under section 197 (7) of the Companies Act, 2013, independent directors may 
be paid profit related commission as may be approved by the members. 
However, under section 197 (1) the limit of total managerial remuneration 
payable by a public company, to its directors, including managing director and 
whole-time director, and its manager in respect of any financial year shall not 
exceed eleven per cent of the net profits of that company for that financial year 
computed in the manner laid down in section 198. Further, the third proviso to 
section 197 (1) provides that except with the approval of the company in 
general meeting, the remuneration payable to directors who are neither 
managing directors or whole-time directors shall not exceed one per cent. of 
the net profits of the company, if there is a managing or whole-time director or 
manager; or three per cent of the net profits in any other case Therefore, in the 
given case, the commission of 4% is beyond the limit specified, and the same 
should be approved by the members by ordinary resolution.  

  (iii) If, in any financial year, a company has no profits or its profits are inadequate, 
the company shall not pay to its directors, including managing or whole time 
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director or manager, any remuneration exclusive of any fees payable to 
directors except in accordance with the provisions of Schedule V. Section II of 
Part II of schedule V provides that where in any financial year during the 
currency of tenure of a managerial person, a company has no profits or its 
profits are inadequate, it may, without Central Government approval, pay 
remuneration to the managerial person not exceeding Rs. 42 Lakhs for the 
year if the effective capital of the company is ranging from5 crore and above to 
Rs. 100 Crores. In the present case the proposed remuneration can be paid 
without the approval of Central Government. 

 (b) (i) Bonus Issue (Chapter IX of SEBI (Issue of Capital and Disclosure 
Requirements) Regulations, 2009)  

   Chapter IX of SEBI (Issue of Capital and Disclosure Requirements) 
Regulations, 2009 contains the regulations (Regulations 92 to 95) for issue of 
bonus shares. Royal Ltd. can issue bonus shares in the ratio of 1:1 as follows: 
1. Authorisation by the articles to issue the bonus shares: The Articles 

of Royal Ltd. must authorize it to issue the bonus shares and 
capitalization of reserve. If there is no provision in the Articles authorizing 
the company, firstly, the Articles shall be amended by passing a special 
resolution. 

2. Steps for determining whether any increase in authorised share capital 
is required: 
(a) Paid up share capital as on 31st March, 2015: Rs. 150 crores. 
(b) Paid up capital (after conversion of Rs. 100 crores fully convertible 

debentures, assuming that these debentures shall be converted into 
share capital of Rs. 100 crores) Rs. 250 crores (l50+100). 

(c) Proposed bonus issue - 1 share for every 1 share held. 
(d) Post bonus issue capital: Rs. 500 crores (250+250). 

 Since the Authorised share capital of the company is only Rs. 400 crores, 
it has to take steps to increase the amount to Rs. 500 crores or beyond 
by complying with the provisions laid down in sections 61and 64 of the 
Companies Act, 2013. 

3. Sources of bonus shares: 
 Reserves and surplus (free reserves built out of the genuine profits can 

be used for issue of bonus issue): Rs. 750 Crores 
 Since the source of issue of bonus shares (Rs. 750 crores) is sufficient to 

issue bonus shares (Rs. 250 crores), the proposed issue can be made. 
4. Other legal requirements for issue of Bonus shares are as under. 
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(a) A resolution shall be passed by the Board in a duly convened Board 
meeting. 

(b) The bonus issue shall be made within 15 days of passing the Board 
resolution. 

5. The bonus issue can be made if there is no default in payment of 
interest or principal in respect of fixed deposits and interest on existing 
debentures or principal on redemption thereof; and payment of statutory 
dues of the employees such as contribution to provident fund, gratuity, 
bonus, etc. 

  (ii) Section 223 of the Companies Act, 2013 deals with Inspector’s report. The 
following provisions are applicable in respect of the Inspector’s report on 
investigation: 
(a) Submission of interim report and final report [Sub section (1)]: An 

inspector appointed under this Chapter (Chapter XIV- Inspection, Inquiry 
and Investigation) may, and if so directed by the Central Government 
shall, submit interim reports to that Government, and on the conclusion of 
the investigation, shall submit a final report to the Central Government. 

(b) Report to be writing or printed [Sub section (2)]: Every report made 
under sub section (1) above, shall be in writing or printed as the Central 
Government may direct.  

(c) Obtaining copy or report [Sub section (3)]: A copy of the above report 
may be obtained by making an application in this regard to the Central 
Government. 

(d) Authentication of report [Sub section (4)]: The report of any inspector 
appointed under this Chapter shall be authenticated either— 
(i) by the seal of the company whose affairs have been investigated; or 
(ii) by a certificate of a public officer having the custody of the report, as 

provided under section 76 of the Indian Evidence Act, 1872, and 
such report shall be admissible in any legal proceeding as evidence 
in relation to any matter contained in the report. 

(e) Exceptions: Nothing in this section shall apply to the report referred to in 
section 212 of the Companies Act, 2013. 

3. (a) (i) According to Section 161(2) of the Companies Act, 2013, The Board of 
Directors of a company may, if so authorised by its articles or by a resolution 
passed by the company in general meeting, appoint a person, not being a 
person holding any alternate directorship for any other director in the company, 
to act as an alternate director for a director during his absence for a period of 
not less than three months from India.  
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   According to section 173(3), a meeting of the Board may be called by giving 
atleast a 7 days’ notice in writing to every director to his registered address 
with the company and such notice shall be sent by hand delivery or by post or 
by electronic means.  

   There is no legal precedence whether the notice of the meeting is to be sent to 
the original director or the alternate director. But as matter of prudence the 
notice of the meeting may be served to both the alternate director as well as 
the original director who is for the time being outside India. 

  (ii)  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. M 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. M after 31st August, 2015 shall be deemed to be invalid and not 
binding upon the Company. 

 (b) (i) An order under section 394 of the Companies Act, 1956 transferring the 
property, rights and liabilities of one company to another does not 
automatically transfer contracts of personal service, which are in their nature, 
incapable of being transferred and no contract of service is thereby created 
between an employee of the transferor company on the one hand and the 
transferee company on the other.  In Nokes vs. Doucaster Amalgamated 
Collieries Ltd. [(1940) 3All 2k 549], the House of Lords categorically stated that 
the workers are not furniture and their services cannot be transferred without 
their consent.  Therefore, the workers of ABC Co. Ltd will succeed against XYZ 
Co. Ltd.  

  (ii) 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 
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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 second case 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. 

4. (a) In this case the company is proposed to be wound up as the business for which it 
was formed has been complied. As the company is solvent, the voluntary winding 
up can be member’s voluntary winding up and for this purpose the following steps is 
to be taken: 
(1) All the directors or atleast majority of directors have to make declaration at the 

meeting of Board of Directors that they have made full enquiry into the affairs 
of the company and they are of the opinion that the company has no debts at 
all or it will be able to pay all its debts within three years from the date of 
commencement of winding up proceedings [section 488(1) Companies Act, 
1956]. Such declaration should be made within five weeks preceding the date 
of general meeting where winding up petition is proposed to be passed. 

(2)  The declaration should be filed with Registrar of Companies before the date of 
general meeting. The declaration should be accompanied by report of auditors 
of the company giving profit and loss account for the period commencing from 
date upto which last accounts were prepared and ending with latest practicable 
date before the making of declaration. A balance sheet on that date should 
also be prepared. [Section 488(2)]. 

(3)  Next, the company has to pass at its general meeting a resolution called 
‘resolution for voluntary winding up’. Ordinary resolution will do in this case, if 
the articles provide that the company is to be dissolved on completion of the 
business (section 484). Otherwise, special resolution is required. 

(4)  At this meeting or any meeting subsequent thereto, one or more liquidators are 
to be appointed and their remuneration should be fixed. (Section 490). 

(5)  After the resolution is passed, company must give notice of such resolution by 
advertisement within 14 days in Official Gazette and also in some newspaper 
circulating in the District where the registered office is situated. (Section 485). 
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(6)  Under section 494, the company has to give notice of appointment of the 
liquidator to the Registrar of Companies. 

(7)  The voluntary winding up commences at the time when the resolution for 
voluntary winding up is passed. (Section 486). 

 (b) (i) (1) The situation as stated in the question relates to the creation of a casual 
vacancy in the office of an auditor due to resignation of the auditor before 
the AGM. Under section 139 (8) any casual vacancy in the office of an 
auditor arising as a result of his resignation, such vacancy can be filled by 
the Board of Directors within thirty days thereof and in addition the 
appointment of the new auditor 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. 

(2) The Companies Act, 2013 categorizes companies into government 
companies and non government companies and lists down the provisions 
relating to appointment, removal etc. of auditors as per this classification. 
Hence, in the given case as the total shareholding of the above two 
institutions adds upto 22% of the subscribed capital of the company, so it 
is not a government company and also not a deemed Government 
company. Hence, the provisions applicable to non government companies 
in relation to the appointment of auditors shall apply.  

  (ii) As per section 2(b) of the Competition Act, 2002, an ‘agreement’ includes any 
arrangement or understanding or action in concert, - 
•  Whether or not, such a arrangement or understanding or action is formal 

or in writing; or 
•  Whether or not, such an arrangement or understanding or action is 

intended to be enforceable by legal proceedings. 
   In the given case the understanding reached among the automobile 

manufactures not to sell automobile parts below a certain price to the 
industries, shall amount to an agreement as defined under section 2(b) 
notwithstanding the fact that arrangement is in writing but not intended to be 
enforced by legal proceeding. 

5. (a) Section 161(1) of the Companies Act, 2013 provides that the articles of association 
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 at the general meeting, 
as an additional director at any time and such director will hold office upto the date 
of the next annual general meeting or the last date on which such annual general 
meeting should have been held, whichever is earlier. 
(i) M cannot continue as director till the adjourned annual general meeting, since 
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he can hold the office of directorship only 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. Such an additional director shall vacate 
his office latest on the date on which the annual general meeting could have 
been held under Section 96 of the Companies Act, 2013.  He cannot continue 
in the office on the ground that the meeting was not held or could not be called 
within the time prescribed.   

(ii) The power to appoint additional directors vests with the Board of Directors and 
not with the members of the company. The only condition is that the Board 
must be conferred such power by the articles of the company. 

(iii) As a company secretary, I would put the following checks in place in respect of 
M’s appointment as an additional director: 
(a) He must have got the Directors Identification Number (DIN); 
(b) He must furnish the DIN and a declaration that he is not disqualified to 

become a director under the Companies Act, 2013; 
(c) He must have given his consent to act as director and such consent has 

been filed with the Registrar within 30 days of his appointment; 
(d) His appointment is made by the Board of Directors; 
(e) His name is entered in the statutory records as required under the 

Companies Act, 2013. 
 (b) (i) Under section 387 (1) of the Companies Act, 2013 no person shall issue, 

circulate or distribute in India any prospectus offering to subscribe for 
securities of a company incorporated or to be incorporated outside India, 
unless the prospectus is dated and signed, and contains particulars with 
respect to the following matters: 
(a) the instrument constituting or defining the constitution of the company; 
(b) the enactments or provisions by or under which the incorporation of the 

company was effected; 
(c) the address in India where the said instrument, enactments or provisions, 

or copies thereof can be inspected. If the same are not in the English 
language, a certified translation thereof in the English language should be 
available for inspection; 

(d) the date on which and the country in which the company would be or was 
incorporated; and 

(e)  the matters specified under section 26 (so far as they are applicable) 
which lays down the matters to be included in a prospectus issued by an 
Indian Company.  

© The Institute of Chartered Accountants of India



11 

   In terms of the proviso to section 387 (1) the above referred points (a), (b) and 
(c), shall not be applicable if the prospectus is issued more than 2 years after 
the date at which the company is entitled to commence business. 

  (ii) Compensation to shareholders of the acquired bank:  Under section 36AE 
of the Banking Regulation Act, 1949, the Central Government has power to 
acquire the undertaking of Banking Companies.  When a bank is acquired by 
the Central Government, a scheme for the acquired bank is made in 
consultation with the Reserve Bank of India. 

   Such Scheme also provides for compensation payable to the registered 
shareholders of the acquired Bank (Section 36AF). 

   Section 36AG of the Banking Regulation Act, 1949 states that compensation is 
paid to the registered shareholders in accordance with the principles provided 
in section 5 of the said Act. 

   Any shareholder aggrieved with the amount of compensation may request the 
Central Government to refer the matter to Tribunal to be constituted under 
section 36AH of the Act.  If the number of representation received is not less 
than one-fourth of the total number of shareholders holding not less than one-
fourth of the paid-up share capital of the acquired Bank, the Central 
Government shall constitute a Tribunal for the purpose.  Thus, such matters 
can be resolved through the Tribunal by the Central Government and the 
amount of compensation determined by the Tribunal is final and binding on all 
concerned parties. 

6. (a) (i) Under Section 581ZK of the Companies Act, 1956, the Board of the Producer 
Company may, subject to the provision in the Articles of Association, provide 
financial assistance by way of loan and advances against such security as may 
be specified in its Articles of Association to any member repayable within a 
period exceeding three months but not exceeding seven years from the date of 
disbursement of such loan or advances. In the instant case, member has 
applied for loan of Rs. 25,000. The period is not specified in the question. The 
Company may grant the member a loan of Rs. 25,000 against such security 
and at such rate of interest as may be specified in the Articles. However, in the 
case of a director, loan of Rs. 2 lakh can be granted only after its approval by 
the members in general meeting. 

  (ii) Under section 399(1)(a) of the Companies Act, 1956, in the case of a company 
having share capital, the following member(s) have the right to apply to the 
Company Law Board under section 397 or 398: 
(1)   Not less than 100 members of the company or not less than one-tenth of 

the total number of members, whichever is less; or 
(2)   Any member or members holding not less than one-tenth of the issued 
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share capital of the company provided the applicant(s) have paid all the 
calls and other sums due on the shares. 

   In the given case, since there are eight shareholders. As per the condition (a) 
above, 10% of 8 i.e. 1 satisfies the condition. Therefore a single member can 
present a petition to the Company Law Board (CLB), regardless of the fact that 
he holds less then one-tenth of the company’s share capital. 

 (b) (i) Director Identification Number (DIN): 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. Any person intending to apply for DIN shall have to 
make an application in eForm DIR-3. Following the documents required to be 
attached  with the application- 
•  High resolution photograph of the applicant. 
•  PAN is mandatory now. So copy of pan is mandatory for identity, name, 

father’s name and date of birth. Proof of father’s name is not required in 
the case of foreign nationals. 

•  Copy of passport is mandatory as an id proof in the case of foreign 
nationals. 

•  Present Address proof which should not be older than 2 months 
•  Verification as perform DIR-4 as per the format given on the website. 

  (ii) “Money laundering” does not mean just siphoning of fund: Money 
Laundering is a moving of illegally acquired cash through financial systems so 
that it appears to be legally acquired. Thus, money laundering is not just the 
siphoning of fund but it is the conversion of money which is illegally obtained. 

   Prevention of Money Laundering Act, 2002 has been enacted with aim for 
combating channellising of money into illegal activities.  

   Significance and Aim of Prevention of Money Laundering Act, 2002: The 
preamble to the Act provides that it aims to prevent money–laundering and to 
provide for confiscation of property derived from, or involved in, money–
laundering and for matters connected therewith or incidental thereto.  

   In order to further strengthen the existing legal framework and to effectively 
combat money laundering, terror financing and cross-border economic 
offences, an Amendment Act, 2009 was passed. The new law seeks to check 
use of black money for financing terror activities. Financial intermediaries like 
full-fledged money changers, money transfer service providers and credit card 
operators have also been brought under the ambit of The Prevention of 
Money-Laundering Act. Consequently, these intermediaries, as also casinos, 
have been brought under the reporting regime of the enforcement authorities. 
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It also checks the misuse of promissory notes by FIIs, who would now be 
required to furnish all details of their source. The new law would check misuse 
of “proceeds of crime” be it from sale of banned narcotic substances or breach 
of the Unlawful Activities (Prevention) Act. The passage of the Prevention of 
Money Laundering (Amendment), 2009 have enabled India’s entry into 
Financial Action Task Force (FATF), an inter-governmental body that has the 
mandate to combat money laundering and terrorist financing.  

7. (a) According to section 455(1) of the Companies Act, 2013: 
1. A company is 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. 

2. Such company or 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. 

3. The Registrar shall allow the status of a dormant company to the applicant and 
issue a certificate after considering of the application.  

4. 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 Registrar 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. 

(b) Power of Central Government to appoint company prosecutors: This section 
443 of the Companies Act, 2013 has come into force with effect from 12th 
September, 2013. This section lays down the provisions seeking to provide that the 
Central Government may appoint company prosecutors with the same powers as 
given under the Cr. PC on Public Prosecutors. 

 Appointment of company prosecutors: The Central Government may appoint 
(generally, or for any case, or in any case, or for any specified class of cases in any 
local area) one or more persons, as company prosecutors for the conduct of 
prosecutions arising out of this Act; and  
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(c) False. Section 129(2) of the Companies Act, 2013 provides that at every annual 
general meeting of a company, the Board of Directors of the company shall lay 
before such meeting financial statements for the financial year. Further section 
134(7) provides that signed copy of every financial statement, including 
consolidated financial statement, if any, shall be issued, circulated or published 
along with a copy each of:  
(i)  any notes annexed to or forming part of such financial statement;  
(ii)  the auditor’s report; and  
(iii)  the Board’s report.  

 It, therefore, follows that unaudited accounts cannot be sent to members or 
unaudited accounts cannot be filed with the Registrar of Companies. 

(d) Policy not to be called in question -Section 45 by the Insurance 
Laws(Amendment) Act, 2015  in the Insurance Act, 1938 says that no policy of life 
insurance shall be called in question on any ground whatsoever after the expiry of 
three years from the date of the policy, i.e., from the date of issuance of the policy 
or the date of commencement of risk or the date of revival of the policy or the date 
of the rider to the policy, whichever is later. A policy of life insurance may be called 
in question at any time within three years from the date of issuance of the policy or 
the date of commencement of risk or the date of revival of the policy or the date of 
the rider to the policy, whichever is later, on the ground of fraud. The insurer shall 
have to communicate in writing to the insured or the legal representatives or 
nominees or assignees of the insured the grounds and materials on which such 
decision is based. 

(e) The provisions relating to disclaimer of onerous property will arise during the 
winding up of the company. The liquidator, may, with the leave of the court disclaim 
any onerous property within 12 months of the commencement of the winding up. If 
the existence of any disclaimable property does not come to the knowledge of the 
liquidator, within one month after the commencement of the winding up, he can 
disclaim at any time within 12 months after he has become aware of it. The Court 
has, however, the power to extend the time. 

 An onerous property may consist of (a) land of any tenure burdened with onerous 
covenants (b) shares or stocks in companies (c) any other property which is 
unsaleable or not readily saleable (d) unprofitable contracts. 

 The liquidator’s right to disclaim is lost if within 28 days or such extended period as 
may be allowed by the court, of receiving a demand from any interested person to 
make his decision, he does not give notice that he intends to apply to the court for 
leave to disclaim [Section 535(4)]. 
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