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Test Series: March 2023 

MOCK TEST PAPER 1 

FINAL COURSE GROUP I 

PAPER 4: CORPORATE AND ECONOMIC LAWS 

Time Allowed: 3 Hours           Maximum Marks: 100  

Suggested Answers 

MULTIPLE CHOICE QUESTIONS (30 MARKS) 

1. (c) 

2. (c) 

3. (a) 

4. (c) 

5. (c) 

6. (c) 

7. (d) 

8. (d) 

9. (d) 

10. (d) 

11. (b) 

12. (b) 

13. (d) 

14. (c) 

15. (c) 

16. (d) 

Descriptive Answers (70 Marks) 

1 (a) Section 151 of the Companies Act, 2013 read with rule 7 of Companies (Appointment and 

Qualification of Directors) Rules, 2014. 

 Condition I: Section 151, states 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 under 

rule 7 of Companies (Appointment and Qualification of Directors) Rules, 2014.  

 Further explanation provides “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. Nominal value of shares held by all the 786 shareholders are less than 20000/ - because 

share held by them are either 180 or less than 180 (at face value of INRs 100 each).  

 As per the given condition I, in compliance with above provision, it can be any shareholder either 

equity or preference shareholder holding shares of nominal value of not more than twenty 

thousand rupees. 
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 Condition II: Rule 7(1) of the Companies (Appointment and Qualification  of Directors)Rules, 

2014, states that a listed company, may upon notice of not less than one thousand small 

shareholders or one-tenth of the total number of such shareholders, whichever is lower, have 

a small shareholders’ director elected by the small shareholders. 786 is above 725 i.e. 10% of 

7250, hence notice is valid.  

 Condition III: Rule 7(2) of the Companies (Appointment and Qualification of Directors) Rules, 

2014 provides for disclosure of shareholding, not prohibiting the small shareholder’s director from 

holding the shares. Value of shares held by such 786 shareholders who moved notice, are holding 

less than 20,000/- because share held by them are either 180 or less than 180 (at face value of 

INRs 100 each).  

 Condition IV: Further Rule 7(8) stated that no person shall hold the position of small 

shareholders’ director in more than two companies at the same time: Provided that the sec ond 

company in which he has been appointed shall not be in a business which is competing or is in 

conflict with the business of the first company. Skylark Furniture is in conflicting interest (As 

competing in same segment) with Mahagun Furniture, whereat Mr. Mani is already a small 

shareholder director.  

 Accordingly in the given instance, conditions I, II, & III will not be effecting on his appointment as 

small share director, as these conditions are in line with the requirement of law. However,  on the 

basis of condition IV, Mr. Mani will not be eligible for being appointed as small shareholder’s 

director in Mahagun Furniture Ltd.  

 (b) According to section 182(2) of the Companies Act, 2013, every company shall disclose in its profit 

and loss account the total amount contributed by it under Section 182 during the financial year to 

which the account relates. 

 The MCA vide General Circular 19/ 2013 dated 10th December 2013, issued a clarification on 

disclosures to be made under Section 182 (3) while making contributions to ‘Electoral Trust’. 

According to the Circular:  

 (i) Companies contributing any amount or amounts to an ‘Electoral Trust Company' for 

contributing to a political party or parties are not required to make disclosures required under 

Section 182(3) of the Companies Act 2013. It will suffice if the Accounts of the company disclose 

the amount released to an Electoral Trust Company.  

 (ii) Companies contributing any amount or amounts directly to a political party or parties will be 

required to make the disclosures laid down in Section 182(3) of the Companies Act, 2013.  

 (iii) Electoral trust companies will be required to disclose all amounts received by them from 

other companies/sources in their Books of Accounts and also disclose the amount  or amounts 

contributed by them to a political party or parties as required by Section 182(3) of Companies Act, 

2013. 

 Further, according to section 182(2) of the Companies Act, 2013,  in addition to making any direct 

contribution to a political party, following contributions, the amount of expenditure incurred, directly 

or indirectly, by a company on an advertisement in any publication being in the nature of a souvenir, 

brochure, tract, pamphlet or the like:  

 (1) where such publication is by or on behalf of a political party; and  

 (2) where such publication is not by or on behalf of, but for the advantage of a political party;

 Inter-alia are also deemed as political contributions. 
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 Here, in respect of the contribution of `5 lakh made to Ehamrug Electoral Trust by Pranidhi 

Nyaas Ltd. will suffice the disclosure requirement if the accounts of the company (Pranidhi Nyaas 

Ltd.) disclose the amount released to an Ehamrug Electoral Trust.  

 Further, in respect of the contribution made to Bhartiya Communists, a political trust, by 

Pranidhi Nyaas Ltd., the company will be required to make the disclosures laid down in Section 

182(3) of the Companies Act, 2013. The expenditure incurred for making of pamphlets for the 

election campaign of Bhartiya Communists Party will be deemed as political contribution and will 

be required to make the disclosures as laid down in Section 182(3) of the Companies Act, 2013.  

 Whereas, Ehamrug Electoral Trust will be required to disclose amount received from Pranidhi 

Nyaas Ltd. in its Books of Accounts and also disclose the amount contributed by it to Bhartiya 

Communists Party as required by Section 182(3) of Companies Act, 2013.  

2. (a) (i) According to section 356 of the Companies Act, 2013, where a company has been dissolved, 

the Tribunal may –  

• at any time within two years of the date of the dissolution,  

• on application by the Company Liquidator of the company or  by any other person who appears 

to the Tribunal to be interested,  

make an order, upon such terms as the Tribunal thinks fit, declaring the dissolution to be void, 

and thereupon such proceedings may be taken as if the company had not been dissolved. 

 Further, the Tribunal shall—  

 (a) forward a copy of the order, within thirty days from the date thereof, to the Registrar 

who shall record the same; and  

 (b) direct the Company Liquidator or the person on whose application the order was 

made, to file a certified copy of the order, within thirty days from the date thereof or 

such further period as allowed by the Tribunal, with the Registrar who shall record 

the same. 

Here, Vallabh Hasti (P) Ltd. was dissolved on 25th January, 2021, and on 20th December, 

2022, the NCLT declared such dissolution to be void, i.e. within 2 years of the date of the 

dissolution, on receipt of application from M/s Uhstra Pipes & Co., the person which would 

have appeared to be interested by the Tribunal, and accordingly, it was tenable for the 

Tribunal to declare such order to be void. 

After making such order, the copy of said order is to be filed with the Registrar by the 

Tribunal and also a certified copy of the said order is to be filed by M/s Uhstra Pipes & Co., 

within the time period, as aforesaid.  

  (ii) Where any winding up order is passed, Tribunal appoints Official Liquidator (OL)  as company 

Liquidator (CL) to look into the affairs of the company. When the affairs of a company have 

been completely wound up, the Company Liquidator shall make an application to the Tribunal 

for dissolution of such company. Tribunal shall make an order that the company be dissolved 

from the date of the order, and the company shall be dissolved accordingly. Tribunal shall, 

within thirty days from the date of order forward the copy of Order to Registrar. Registrar shall 

record in the register relating to the company a minute of the dissolution of the company, and 

direct the Company Liquidator to forward a copy of the order to the Registrar who shall record 

in the register relating to the company a minute of the dissolution of the company.  
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(b) As per Section 66 of the Prevention of Money Launder ing Act, 2002: 

1. The Director or any other authority specified by him by a general or special order in this behalf 

may furnish or cause to be furnished to-  

(i) any officer, authority or body performing any functions under any law relating to 

imposition of any tax, duty or cess or to dealings in foreign exchange, or prevention 

of illicit traffic in the narcotic drugs and psychotropic substances under the Narcotic 

Drugs and Psychotropic Substances Act, 1985 or  

(ii) such other officer, authority or body performing functions under any other law as the 

Central Government may, if in its opinion it is necessary so to do in the public interest, 

specify by notification in the Official Gazette in this behalf, any information received or 

obtained by such Director or any other authority, specified by him in the performance of 

their functions under this Act, as may, in the opinion of the Director or the other authority 

so specified by him, be necessary for the purpose of the officer, authority or body 

specified to perform his or its functions under that law.  

2 The Director or any other authority specified by him by a general or special order in this behalf 

may furnish or cause to be furnished to-  

 If the Director or other authority specified under sub-section (1) is of the opinion, on the basis 

of information or material in his possession, that the provisions of any other law for the 

time being in force are contravened, then the Director or such other authority shall share 

the information with the concerned agency for necessary action.  

  In the given case, the director under the Prevention of Money Laundering Act, 2002, on the 

basis of information obtained by him found that Mr. Chirantan was in possession of some USD 

currency notes which were brought into India by him, beyond the prescribed limit, without 

making any declaration to the Custom Authorities at the Airport and accordingly, he formed 

an opinion that the provisions under the Foreign Exchange Management Act, 1999, had been 

contravened by Mr. Chirantan.  

 Hence, the director under PMLA shall share the information with respect to contravention of 

provisions under FEMA by Mr. Chirantan Dutta with the concerned agency under FEMA for 

necessary action. 

3 (a) According to section 248 of the Companies Act, 2013, at the expiry of the time mentioned in the 

notice, the Registrar may, unless cause to the contrary is shown by the company, strike off its 

name from the register of companies, and shall publish notice thereof in the Official Gazette, and 

on the publication in the Official Gazette of this notice, the company shall stand dissolved 

(Sub-section (5). 

 The Registrar, before passing an order under subsection (5), shall satisfy himself that sufficient 

provision has been made for the realisation of all amount due to the company and for the payment 

or discharge of its liabilities and obligations by the company within a reasonable time and, if 

necessary, obtain necessary undertakings from the managing director, director or other persons in 

charge of the management of the company. 

 Provided that notwithstanding the undertakings referred to in this sub-section, the assets of the 

company shall be made available for the payment or discharge of all its liabilities and obligations 

even after the date of the order removing the name of the company from the register o f companies 

(Sub-section (6) 
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 The liability, if any, of every director, manager or other officer who was exercising any power of 

management, and of every member of the company dissolved under sub-section (5), shall continue 

and may be enforced as if the company had not been dissolved (Sub-section (7) 

 Here, the name of Yutakuruk (P) Ltd. was struck off from the register by the ROC vide order dated 

21.12.2021 and notice relating to same was published on 24.12.2021 in the Official Gazette. 

Accordingly, dissolution date of company shall be considered to be 24.12.2021.  

 Further, the assets of the company shall be made available for the payment or discharge of all its 

liabilities and obligations even after the date of the order removing the name of the company  from 

the register of companies notwithstanding that its management had given necessary undertaking 

relating to the same. 

 Also, liability of director, if any, towards dissolved company, shall continue and may be enforced 

as if the company had not been dissolved. 

 (b) (i) Export of goods / software may be made without furnishing the declaration in the following 

cases,  namely:  

(a) aircrafts or aircraft engines and spare parts for overhauling and/or repairs abroad subject 

to their reimport into India after overhauling /repairs, within a period of six months from 

the date of their export; 

(b) re-export of leased aircraft/helicopter under cancellation of the lease agreement 

between the lessor and lessee subject to permission by DGCA/Ministry of Civil Aviation  

for such export/s.  

 In the instant case, since the Embryonic Club has reimported aircraft engines and spare parts 

after the required period of 7 months, which is beyond the prescribed time period.  Such a re-

export requires to be furnished with the declaration in compliance with export and re- export 

of goods read with FEM (Export of Goods and Services) Regulations,  2015. Hence, not 

furnishing of the declaration to the RBI and other authorities wi th respect to this export and 

re-export, is the contravention of the legal requirement from Club.   

(ii) Regulation 6 of the Overseas Investment Rules, 2022 deals with the rights attached to the 

holding of equity shares . 

According to it, any person resident in India who has acquired and continues to hold equity 

capital of any foreign entity in accordance with the provisions of the Act or the rules or 

regulations made thereunder–  

(a) may invest in the equity capital issued by such entity as a rights issue;  or   

(b) may be granted bonus shares subject to the terms and conditions under these rules.  

Further, the person resident in India acquiring the rights under sub-rule (1) may renounce such 

rights in favour of a person resident in India or a person resident outside India.   

In line with the stated legal requirement, any person resident in India who have been granted bonus 

shares, as a right on holding of equity shares of any foreign entity, may be refused such right which 

is inherited as such, in favour of a person resident in India. 

4 (a) According to section 233 of the Companies Act, 2013, a scheme of merger or amalgamation may 

be entered into between two or more small companies or between a holding company and its 

wholly-owned subsidiary company or class or classes of companies i.e., between two or more start-

up companies or one or more start-up company with one or more small company.  
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If the Central Government after receiving the objections or suggestions or for any reason is of the 

opinion that such a scheme is not in public interest or in the interest of the creditors, it may file an 

application before the Tribunal within a period of sixty days of the receipt of the scheme, stating its 

objections and requesting that the Tribunal may consider the scheme under section 232.  

On receipt of an application from the Central Government or from any person, if the Tribunal, for 

reasons to be recorded in writing, is of the opinion that the scheme should be considered as per 

the procedure laid down in section 232, the Tribunal may direct accordingly or it may confirm the 

scheme by passing such order as it deems fit.  

However, if the Central Government does not have any objection to the scheme or it does not file 

any application under this section before the Tribunal, it shall be deemed that it has no objection 

to the scheme. 

Accordingly Darvak Ltd. and Sopan Ltd., in nature of start -up company and small company are 

eligible for amalgamation under section 233 of the Companies Act, 2013.  

(b) Section 27 of the Code states that where, at any time during the corporate insolvency resolution 

process, the committee of creditors is of the opinion that a resolut ion professional appointed under 

section 22, is required to be replaced, it may replace him with another resolution professional in 

the manner provided under this section. 

The committee of creditors may, at a meeting, by a vote of sixty -six per cent of voting shares, 

resolve to replace the resolution professional with another resolution professional, subject to a 

written consent from the proposed resolution professional in the specified form.  

The committee of creditors shall forward the name of the insolvency professional proposed by them 

to the Adjudicating Authority. 

The Adjudicating Authority shall forward the name of the proposed resolution professional to the 

Board for its confirmation and a resolution professional shall be appointed in the same manner as 

laid down in section 16. 

Where any disciplinary proceedings are pending against the proposed resolution professional, the 

resolution professional so appointed, shall continue till the appointment of another resolution 

professional under this section. 

Accordingly in the given question, it’s held in terms of section 27 of the Code that replacement is 

complete when resolution is passed for replacement with 66 per cent voting share of CoC, and it 

does not intend any opportunity of hearing to be given to RP by NCLT before passing an order 

approving resolution of CoC for replacement of RP1.  Since CoC passed resolution for replacement 

of RP with 100 per cent voting share, NCLT had passed such an order in compliance though without 

giving any opportunity of being heard to RP1. 

5 (a) According to section 217 of the Companies Act, 2013, the inspector may require any body 

corporate, other than a body corporate under investigation, to furnish such information to, or 

produce such books and papers before him or any person authorized by him in this behalf as he 

may consider necessary, if the furnishing of such information or the production of such books and 

papers is relevant or necessary for the purposes of his investigation [Sub section (2)] . 

 The inspector shall not keep in his custody any books and papers produced as aforesaid, for more 

than 180 days and return the same to the company, body corporate, firm or individual by whom or 

on whose behalf the books and papers were produced  

 However, the books and papers may be called for by the inspector if they are needed again for a 

further period of 180 days by an order in writing. [Sub section (3)]  
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 Further, as per sub-section (8) of the said section, if any person fails without reasonable cause or 

refuses to produce to an inspector or any person authorised by him in this behalf any book or paper 

which is his duty under sub-section (2) as aforesaid, to produce, he shall be punishable with 

imprisonment for a term which may extend to 6 months and with fine which shall not be less than 

25,000 rupees but which may extend to 1 lakh rupees, and also with a further fine which may 

extend to 2,000 rupees for every day after the first during which the failure or refusal continues.  

 Hence, in the given case, the inspector, Mr. Samrudh Dave was having adequate rights to obtain 

required books and papers from a debtor of the company, M/s Arthyati Garments which he 

considered relevant or necessary for the purposes of his investigation. Further, it was his duty to 

return them within the prescribed period.In the given case, Mr. Samrudh has adhered to the same 

by returning the said books and papers within 90 days i.e. wi thin the prescribed time-limit.  

 In case, if the said firm had refused producing the same which is its duty, then it would have been 

liable for punishment as mentioned in the provisions. 

(b) (i) No. As per Section 4(e) of FCRA, 2010 and Rule 6 of FCRR, 2011, even the persons 

prohibited under section 3, i.e., persons not permitted to accept foreign contribution, are allowed 

to accept foreign contribution from their relatives. However, in terms of Rule 6 of FCRR, 2011, any 

person receiving foreign contribution in excess of ten lakh rupees or equivalent thereto in a financial 

year from any of his relatives shall inform the Central Government regarding the details of the 

foreign contribution received by him in electronic form in Form FC-1 within three months from the 

date of receipt of such contribution. 

 Here in the given situation, since the amount remitted by Mr. Rohit is less than ten lakh, so Ms. 

Suman is not required to inform the Central Government.  

(ii) No. Every asset purchased with foreign contribution should be acquired and possessed in 

the name of the association since an association has a separate legal entity distinct from its 

members. 

6 (a) As per clause (b) of Section 15F of the SEBI Act, 1992, in case if any person, who is registered as 

a stockbroker under this Act, fails to deliver any security or fails to make payment of the amount 

due to the investor as per the regulations, then such person shall be liable for penalty not less than 

` 1 lakh + ` 1 lakh / day during which such failure continues subject to maximum of ` 1 Crore. 

 As per Section 15T of the SEBI Act, 1992, if any person is aggrieved by an order, inter -alia, made 
by an adjudicating officer under this Act, the he may prefer an appeal to a Securities Appellate 
Tribunal having jurisdiction in the matter within the prescribed time-period. 

 Further, as per Section 15Y of the SEBI Act, 1992, no civil court shall have jurisdiction to entertain 
any suit or proceeding in respect of any matter which an adjudicating officer appointed under this 
Act or a Securities Appellate Tribunal constituted under this Act is empowered by or under this Act 
to determine and no injunction shall be granted by any court or other authority in respect of any 
action taken or to be taken in pursuance of any power conferred by or under this Act. 

 Hence, provisions of clause (b) of Section 15F of the SEBI Act, 1992, would have been attracted 
for such failure to deliver shares to client, as instructed.  

 Further, the civil court has been expressly barred by the Act from entertaining any suit in respect 
of any matter for which an adjudicating officer appointed under SEBI Act or a Securities Appellate 
Tribunal constituted under SEBI Act is empowered and in the given case, Securities Appellate 
Tribunal was empowered to consider the case of M/s Chivaram Investors and so, the civil court 
would not entertain such suit made by the said firm. 

(b) According to section 11 C of the SEBI Act, 1992, where the Board has reasonable ground to believe 
that any intermediary associated with the securities market has violated any of the provisions of 
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this Act or the rules or the regulations made or directions issued by the Board there under, it may, 
at any time by order in writing, direct any person, the Investigating Authority, to investigate the 
affairs of such intermediary and to report thereon to the Board. During the investigation, if required, 
he may ask for the production of the requisite documents. 

Where in the course of investigation, the Investigating Authority has reasonable ground to believe 
that the related documents of any intermediary or any person associated with securities market in 
any manner, may be destroyed, the Investigating Authority may make an application to the 
Magistrate or Judge of such designated court in Mumbai, as may be notified by the Central 
Government for an order for the seizure of documents.  

Impounded documents will remain in the custody of investigating authority: The Investigating 
Authority shall keep in its custody the documents and record seized under this section for such 
period not later than the conclusion of the investigation as it considers necessary and thereafter 
shall return the same to the intermediary, from whose custody or power they were seized and 
inform the Magistrate or Judge of the Designated Court of such return. 

Retaining of document with IA, even after conclusion of investigations is not valid. Demand of 
Intermediary to return the impounded documents after conclusion of investigation is its right and is 
valid. 

(c) Pre-Packaged Insolvency Resolution Process (PPIRP) [Sections 54A - 54P of the Insolvency 
and Bankruptcy Code, 2016]. 

In terms of Section 54A (1) of the IBC,2016 an application for initiating PPIRP may be made in 
respect of a corporate debtor classified as a Small Enterprise. 

In terms of Section 54A(2) of the IBC, 2016 an application for initiating PPIRP may be made in 
respect of a corporate debtor who commits default referred to in Section 4 subject to a condition 
specified in Section 54A2(e) whereby, the financial creditors of the corporate debtor not being its 
related parties, representing not less than 66% in value of the financial debt due to such creditors 
have approved, the name of such insolvency professional to be appointed as resolution 
professional for conducting the PPIRP of the corporate debtor . 

Therefore, in view of the above, the act of Financial Creditors proposing the name of Mr. P as 
Resolution Professional, is valid. 

(d) Section 12 of the Prevention of Money Laundering Act, 2002 provides for the obligation of Banking 
Companies, Financial Institutions and Intermediaries i.e. the reporting entity to maintain records of 
all transactions. 

According to sub-section (1)(e), every reporting entity shall maintain record of documents 
evidencing identity of its clients and beneficial owners as well as account files and business 
correspondence relating to its clients. 

Maintenance of Records: The records referred to in clause (e) of sub-section (1) of documents 
evidencing identity of its clients and beneficial owners as well as account files and business 
correspondence relating to its clients 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 records shall contain information about nature of transaction, amount of transaction, currency, 
date of transaction and parties to transaction as per the respective Rules of the Prevention of 
Money laundering (Maintenance of Records) Rules, 2005. 

In view of the above, LMR Limited has not fulfilled its obligation to maintain the above stated 
documents for a period of 5 years after the business relationship between a client and the Company 
has ended or the account has been closed, whichever is later. The Record Preservation Policy of 
the Company does not provide such conditions stated above. 
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