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Test Series: October, 2015 

MOCK TEST PAPER – 2 

FINAL COURSE: GROUP – I 

PAPER – 4: CORPORATE AND ALLIED LAWS 
Question No.1 is compulsory. 

Attempt any five questions from the remaining six questions. 

Time Allowed – 3 Hours Maximum Marks – 100 

1. (a) (i) Mr. Dark is working as Chief Accountant in White Metal Limited. The Board of 
Directors of the said company propose to charge him with the duty of ensuring 
compliance with the provisions of the Companies Act, 2013 so that books of 
account can be properly maintained and Balance Sheet and Profit and Loss 
Account can be prepared as per the provisions of law. Draft a "Board 
Resolution" for the said purpose. Also point out the consequences in case of 
default; when such a resolution is passed.                         (3 Marks) 

(ii) XYZ Ltd. was registered in 2015 under the Companies Act, 2013. There are 
allegations that the three directors who manage the affairs of the company are 
siphoning the funds of the company. The company has not declared any 
dividends on the ground that company is incurring losses. Mr. A, who controls 
51% of the share capital of the company sends a notice to the management 
that he will inspect the books of account to verify the allegations. Examine the 
right of Mr. A to carry out the inspection. State the persons who have the right 
to carry out the inspection under the Companies Act, 2013. (3 Marks) 

(b) Annual general meeting of Hero Ltd. has been scheduled in compliance with the 
requirements of the Companies Act, 2013. In this connection, it has some directors 
who are rotational and out of which some have been appointed long back, some 
have been appointed on the same day.  

 Decide in this connection: 
(i)  Which of the directors shall be retiring by rotation and be eligible for re-

election?  
(ii)  In case two directors were appointed on the same day, how would you decide 

their retirement by rotation? 
(iii)  In case the meeting could not decide how the vacancies caused by retirement 

to be dealt with, what shall be consequences? (6 Marks) 
(c) What are the defaults for which a stock-broker may be penalized under the provisions 

of Securities and Exchange Board of India Act, 1992 in respect of his dealings with 
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the investors? State the factors that must be taken into account by the adjudicating 
officer while determining the quantum of penalty in such cases.  (4 Marks) 

(d)  M/s AB & Company, a member of a recognised stock exchange proposes to buy 
and sell shares of a particular company on behalf of investors as well as on their 
own account. They seek your advice as to restrictions, if any, under Securities 
Contracts (Regulation) Act, 1956 for dealing in securities on their own account. 
Advise.    (4 Marks) 

2. (a) Advise Kumar Ltd. in respect of the following proposals under consideration of its 
Board of directors: 
(i)  Appointment of Managing Director with more than 70 years of age; 
(ii)  Payment of commission of 4% of the net profits per annum to the directors of 

the company; 
(iii)  Payment of remuneration of ` 40,000 per month to the whole time director of 

the company running in loss and having an effective capital of ` 95.00 lacs. 
 (8 Marks) 

 (b) (i) The Balance Sheet of Royal Ltd. as at 31-03-2011 disclosed the following 
details: 
1. Authorised share capital ` 400 crores 
2. Paid up share capital   ` 150 crores 
3. Reserves and surplus  ` 750 crores 
The company has issued in the year 2015, Fully Convertible Debentures of  
` 100 crores which are due for conversion in the year 2020. The company 
proposes, after the conversion of Debentures to issue Bonus shares in the 
ratio of 1: 1. Explain briefly the requirements of the Securities and Exchange 
Board of India (SEBI) Regulations to be followed by the company in this 
regard. (4 Marks) 

(ii) State the responsibilities of the inspector as enumerated in section 223 of the 
Companies Act, 2013, in relation to his report. (4 Marks) 

3. (a) (i) A director goes abroad for a period of more than 3 months and an alternate 
director has been appointed in his place under section 161(2). During the 
period of absence of the original director, a board meeting was called. In this 
connection, with reference to the provisions of the Companies Act, 2013, 
advise whom should the notice of Board meeting be given to the “original 
director” or to the “alternate director”?  (4 Marks) 

(ii) Mr. M was appointed as a director at the Annual General Meeting of a limited 
company held on 30th September, 2014 and he carried on his duties and 
functions as a director.  In the month of August, 2015, it was found out that 
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there were certain irregularities in his appointment and on 31st August, 2015, 
his appointment was declared invalid.  But Mr. M continued to act as director 
even after 31st August, 2015  You are required to state, with reference to the 
provisions of the Companies Act, 2013, whether the acts done by Mr. M are 
valid and binding upon the company ? (4 Marks) 

 (b) (i) ABC Company Limited was amalgamated with and merged in XYZ Company 
Limited.  Some workers of ABC Company Limited refuse to join as workers of 
XYZ Company Limited and claim compensation for premature termination of 
service.  XYZ Company Limited resists the claim on the ground that their 
services are transferred to XYZ Company Limited by the order of 
amalgamation and merger and, therefore, the workers must join service of XYZ 
Company Limited and cannot claim any compensation.  According to the 
provisions of the Companies Act, 1956, examine whether the workers' 
contention is correct.  (4 Marks) 

(ii) Mr. Bhartiya., an Indian national desires to obtain Foreign Exchange on current 
account transactions for the following purposes: 
1. Payment of commission on exports made towards equity investment in 

wholly owned subsidiary abroad of an Indian Company. 
2. Remittance of hiring charges of transponder by TV channels. 

   Advise Bhartiya whether he can obtain Foreign Exchange and, if so, under 
what conditions?   (4 Marks) 

4. (a) What are the steps to be taken for up in a case, where the company is solvent, but 
the business for which it was formed has been completed.  Give your answer 
referring to the provisions of the Companies Act, 1956. (8 Marks) 

 (b) (i) Explain how the auditor will be appointed in the following cases:  
1. The Auditor of the company has resigned on 31st December, 2013, while 

the financial year of the company ends on 31st March, 2014.  
2. A company, whose shareholders include the following: 

(I) Bank of Baroda (A Nationalized Bank) holding 12% of the 
subscribed capital in the company.  

(II) National Insurance Company Limited (carrying on General Insurance 
Business) holding 10% of the subscribed capital in the company. 

     (4 Marks) 
  (ii) An arrangement has been made among the automobile manufactures that the 

automobile parts produced by them will not be sold to industries below a 
certain price. The arrangement was in writing but it was not intended to be 
enforced by legal proceeding. Examine whether the above arrangement can be 
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considered as an agreement within the meaning of Section 2(b) of the 
Competition Act, 2002. (4 Marks) 

5. (a) Prince Ltd. desires to appoint an additional director on its Board of directors. The 
Articles of the company confer upon the Board to exercise the power to appoint 
such a director. As such M is appointed as an additional director. In the light of the 
provisions of the Companies Act, 2013, examine:  
(i) Whether M can continue as director if the annual general meeting of the company 

is not held within the stipulated period and is adjourned to a later date?  
(ii) Can the power of appointing additional director be exercised by the Annual 

General Meeting?  
(iii) As the Secretary of the company what checks would you make after M is 

appointed as an additional director? (8 Marks) 
 (b) (i) Under Section 387 of the Companies Act, 2013, what are particulars required 

for incorporating a prospectus to be issued by an existing foreign company?  
     (4 Marks) 
  (ii) The Central Government acquired a Banking Company. The scheme of 

acquisition, apart from other matters, provided for the quantum of 
compensation payable to the shareholders of acquired bank. Some 
shareholders are not satisfied with the amount of compensation fixed under the 
scheme of acquisition.  

   Is there any remedy available to the share holders under the provisions of the 
Banking Regulation Act, 1949?. (4 Marks) 

6. (a) (i) A Producer Company has received applications from Mr. Raman, a Director of 
the Company, and Mr. P, a member of the Company, for grant of loan of  
` 2,00,000 and ` 25,000 respectively. Discuss the relevant provision of the 
Companies Act, 1956 as to how the applications for grant of loan will be 
disposed of by the Company. (4 Marks) 

  (ii) ABC Private Limited is a company in which there are eight shareholders. Can 
a member holding less than one-tenth of the share capital of the company 
apply to the Company Law Board for relief against oppression and 
mismanagement? (4 Marks) 

 (b) (i) What is Director Identification Number (DIN) and What is the procedure of 
obtaining DIN? What are the scanned documents required to be attached with 
e form DIR-3?  (4 Marks) 

  (ii) "Money Laundering" does not mean just siphoning of fund."Comment on this 
statement explaining the significance and aim of the Prevention of Money 
Laundering Act, 2002.      (4 Marks) 
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7. (a) Mr. Shri has a unique business idea emerging from research and development in 
new commercial area, however, it is a future project and recently has no significant 
transactions, business activities in this regard. Mr. Shri wants to know that there is 
any concept under Companies Act, 2013 to form a company whose business 
activities would be commenced subsequently. Explain the provision of Dormant 
Company under Companies Act, 2013. (4 Marks) 

(b) What are the powers of the Central Government under the Companies Act, 2013 
regarding the appointing of company prosecutors. (4 Marks) 

(c) State giving reasons whether the following are true or false under the provisions of 
the Companies Act, 2013? The Board of Directors of ABC Ltd. wants to circulate 
unaudited accounts before the Annual General Meeting of the shareholders of the 
Company.   (4 Marks) 

(d) State the law amended by Insurance Laws (Amendment) Act, 2015 in the Insurance 
Act, 1938 with respect to the time period for the policy that can be called in question 
on the ground of fraud.  (4 Marks) 

(e) What is meant by ‘disclaimer of onerous property’ and how the same is exercised 
during winding up. Explain the circumstances under which such a disclaimer is not 
allowed.   (4 Marks) 

 
 

© The Institute of Chartered Accountants of India




