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MASTER MINDS No.1 for CA/CMA & MEC/CEC

1. BAILMENT AND PLEDGE

- Write about contract of bailment

Bailment => French word “Bailer” = Deliver

v v 4

Definition Parties of Bailment Types of Bailment (Record Basis)
( Delivery of goods by one ) * ¢ * *
person to another for some Bailor Bailee Gratuitous Non
purpose, upon a contract Gratuitous
that they shall, when the * ¢ * ¢
purpose is accomplished, One who delivers Is the one to whom : _ _
be returned. the Goods goods are Bailed Without Consideration
. J monitory exists

Essential Components

!
! ¥ v !

Existence of Delivery Purpose must be specific Condition to Retun
Contract as per
ICA which may be ¢ o% ¢ o = ¢
* —  Actual - Physicalc amples: Bailee is obliged to Return only
—>  Symbolic §§ 1. Stitching those goods which are bailed.
- E)(preSS (Or) wiy Construm 2 lelng

— Implied, (Includes
Implied by law ) égg?v/z\?)
P

- 2 7
Only moval Implies change in
can be del d possession not ownership

[Some other issues]

Recipient must accept the Change in custody and [Excludes deposits in Banks ]
goods, only after knowing possession only

n Write about Bailee’s Lien Right

Lien Right

Means to retain another person’s property &’ Charges or remuneration on such property are obtained

Note: Lien is lost if possession is lost.
Copyrights Reserved
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Types of Lien

v
v v

Particular Lien General Lien
Retention of particular property only | Bailee can retain any property

among Bailed properties

Conditions ¢
‘ Eligible Persons

= Bailee rendered some services and ¢

= Bailor doesn’t paid for such Services = Bank = Attorney general
= No credit terms b/w parties = Brokers = Agent

= Goods must be in possession of bailee = Wharfingers (seen in ports)

— Lien Right can be waived off

[Pledge by mercantage agents ]

[ Merchantage Agent ]

\&\%

[ Agent who is recognised under law ]

Eg: Q’% »
Merchant banker |
§[

Conditions for pledge ]

—  Only with the consent of owner
— Must exercise his right in the ordinary course of business
—  Pledge can be effected through documents also

When the contract of Bailment is terminated?

Termination of Bailment

v
v v v v v !

On exhaustion of On fulfillment of | | Bailee Inconsistency Due to the Death Cancellation by Destruction of
specified time period the purpose in use of Bailed goods of Bailor bailor principal matter

—

[ Baled ] [ Bailes |

IPCC | 37e | Flowcharts | Business Laws —
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n What are the Rights and duties of Bailor and Bailee?

Rights & Duties of Bailor & Bailee

v

Bailor

Bailee

Bailor

= Can Claim damages due
to Bailee negligence.

= Can claim compensation
for unauthorized use of
Bailed Goods

= Damages for mixing of
Goods by Bailee

= To Terminate the contract
on violation by Bailee

= To get the goods Back

= Can Claim increase in
value

= Sue the Bailee

= To terminate the contract
on violation

= To claim compensation
for undisclosed defects in
Bailed Goods

= Can get Indemnification
for the loss occurred due
to defect in title of Bailor

= Right of lien

= Action against 3¢ parties

= Disclose defects in
goods.

= Reimburse expenses
in case of Gratuitous
Bailment

= Compensate losses
Relating to Bailment

= Bound to Accept the
Goods

= Bear normal risks

= To Sue the Bailor

Indemnify Bailee for
loss due to defectin
his title

(2

Sk

Take care of
Bailed Goods.
Should not make
unauthorized use
Should not mix
the goods.
Return extra
profits to Bailor.
Return Goods on
Expiration of
Bailment Period

n Write about Rights and Duties of Finder o

s?

L

~

Ri

uties of finder of lost Goods

N\

v

One who finds another person’s Goods

v

v

Rights

!

v

Duties

!

Same as Bailee

Jus in Rem. Right against whole world Except true owner

Claim reward if any
Claim Expenses incurred
To Sell the goods If

= Find true owner.
= Not to make own use.
= Restoration to true owner.

v

!

v

They are
Perishable

Lawful charges Exceeds 2/3
of value of goods

True owner

refuses to pay

Copyrights Reserved
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“ Write about Pledge

6. Pledge

A 4

A Specie of Bailment

v

Definition

v

Bailment of goods as
security for payment of
dues to the transferred

by transferor.

v

Parties to this contract

v

v

v

Pawnor / Pledgor

Pledgee / Pawanee

v

one who delivers goods
as security for his debt to
the creditor (pawnee)

v

one who receives
goods as security from

his debtor (pawnor)

v

Components essential for pledge

v

performance.

The goods delivered should be for security
= Security is made for non payment or non

= Goods must be in existence.
= Delivery should exist.

Write about rights and duites of Pawor & Pawnee.

Rights and duties of Pawor & Pawnee

v

Duties

v

Pawnor

v

v

!
Sk

Rights

&

Pawnee

Pawnor

&

IS

!

= Repay Loan

= Repay expenses in
case of default

Take reasonabl@
Not to make use.

Not to mix

Return back.

Don’t violate the terms.

Deliver any accretion.

= Right to Repossess
the Goods after his
payment/ performance

= Right to sue
(climitation law

applies)

= Right to take care of
Goods

= Right to recover the
benefit of Increase in
value.

v

Pawnee

v

Pawnee can exercise
the lien right for

v

v
v v

Non payment of

debt

— Right for
Reimburse
ment

— Rightto

sue

e —————

Non For
performance | subsequent
of promise debts

n State the provisions relating to Pledge by Non-Owners.

Pledge by Non-owners

v

v

v

v

¥

Mercantile
Agent

Pledge by Seller
after sale

Pawnor having
limited interest

v

Valid to the extent
of interest

Co-owner

v

If other co-owners
accept

Possession under voidable
contract

= |f Contract not rescinded
= Pawnee acts in good faith

IPCC | 37e | Flowcharts | Business Laws
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2. INDEMNITY & GUARANTEE

n Write about contract of Indemnity and its essentials.

[Contract of indemnity ’ I|Indemnification=the act of compensations]

; 7 ' I |

Definition: Parties of Indemnity Contract [Essential features of Indemnities] Right Indemnified
A contract of {Not Exhausted)
compensating

the probable
cost/Loss which ¢

|
vV v

occurs dueto | [indemnifier Indemnity holder Acontract APromise || oss may cancam [ can Can claim
the act of itself as per tosave occur due iabili
(Indemnifier) P thers f ) damages for | | Recover a liability
ICA OErs Irom 1 44 promise - i -
compensator or ¢ * loss or 31 ~ which allcost he |ncyrred if
any other person One who One who is * oarties indemnifier | | beared for itis
promises to being Whi is defending absolute
ich may be? in| The suit
compensate compensated for responsible e sui
his loss? —  Express (or)
—  |mplied
v
Can recover sums
paid for compromise
of any suit
Write about types of Guarantee. %
AW
Types of Gu
AN
{ AN }
Specific / simple &) Continuing guarantee
GUARANTEE GIVEN Liability of surety extends to
To A SINGLE / SPECIFIC a series of Transactions
debt / Transactions ¢
* | Revocation |
Revocation ¢
Not possible until the debt is By way of notice to Due to death of
cleared Creditor surety
When the surety is discharge from liability?
[ Discharge of surety from liability ]
If the terms of contract b/w creditor If principal debtor By way of Failure of Co-surety
and principal debtor varies is discharged Invalidation to join as surety

IPCC | 37e | Flowcharts | Business Laws —
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n Write about contract of Guarantee and its essentials.

Contract of guarantee

v
v ¥ v

A contract of performance of promise [ Parties of “GUARANTEE” ] Essentials
or discharging a liability of a 3" party in
case of 31 party’s default ¢
Surety Principal Debtor Creditor
The party who provides Party on whose The person who is
guarantee default Guarantee being guaranteed
is given
A Contract as per ICA,|| A Tripartite Promise made for Implied promise by | | Even the creditor doesn’t
1876 which may be. agreement principal debtor is the principal debtor to | | sue the debtors “surety’s*
— Express (or) consideration for surety | |indemnify the surety obligations exists
—  |mplied

<

>
n State the Rights of surety against Princi tor, Creditor and Co-sureites.

L\

AN\UH

@> \Etights of surety
</

! N ! v
Against @ Against Against

principal Debtor Creditor. co-sureties
—»  Right of subrogation | —{__Right of subrogation | [ Subsequent contract
L among co-sureties won't
Right towards security Made to —>[ Right to Securities dissolve creditor (even if
creditor by debtor creditor is aware of it)

_’[ Right to Sue ( Right to receive other co- ]

Right to dismiss if principal —» suretyesnztl: r: |:nh:n;nakes
debtor is dishonest pay

_.[ Right to recover sums rightfully paid ]

applies for getting claim

A{Principle of “ACCORD OF SATISFACTION”J

. - Securities received by one
_’[ Right to Claim set off ] | co-surety will be shared
among all

—>[ Can claim special damages ]

Right to relieve if principle debtor - ‘
—P[Can claim the sums even Iimitation] —»  proves to be Incompetent | To pay equally (subject to

law applies to the debt he paid |___his max obligation)

y

A Quasi Contract

IPCC | 37e | Flowcharts | Business Laws “
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m Explain the nature and extent of surety liability?

| Nature of surety liability |

Co - extensive

Liability of surety may
Be limited to a
Fixed amount

Liability of
Surety
= liability of

\,

Principal debtor

v

v

Commencement of
liability

v

Surety’s liability exists
even priniipal debtor is
not sued

v

Surety’s liability may also
be conditional

Immediately on default of

Debtor

3. CONTRACT OF AGENCY

“ Write about essentials of Contract of Agency 7

CONTRACT OF AGENCY

Definition
Not

Defined in
ICA

v

Parties of Agency

I &P

v

Salient features of Agency

v

Agent

v

AN

>
N

Principal

v

One who is employed to represe
an act on behalf of others in th f
dealing with 34 parti

One who is being
represented by the
agent?

v

v

v

v

Principal is bound by
the act of Agent

|

Agency can be
gratuitous

One, who is competent as
per sec-10 of ICA, can have

an agent

To be agent shall have
the authority to contract

n Write about different modes of Creation of Agency.

Modes of Establishing Agency Contract

v

v

{ By way of a Contract, which may
be

Agency By ostensible authority ]

Express /
Implied

v

v

Agency by
estoppel

v

Agency by
holding out

v

Agency by
Ratification

y

Agency By
necessity

|

IPCC | 37e | Flowcharts | Business Laws
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[Agency by “Ratification” = Subsequent Approval ]

v

[ Ratification is required when the Agent acted without the approval / Knowledge of Prinicipal ]

v

[

Rules of Ratification ]

v ¥

v

.

lllegal acts Contracts of
Cannot be void — Ab-initio
Ratified can't be ratified

\ 4
At the time of Agent's Ratification Ratification of Ratification can| | Ratification is The act of
Performance principal should Dates Back to | | materially defective | |be forwhole act | | causing damage
be in existence the Date of Act| | circumstances without | [— Express/ of Agent by agent to 3
[ principal's knowiedge Implied party cannot be
* * is not valid Ratified

Explain the general rule “Delegatee cannot further Delegate”.

[ Delegatee can't further delegate ]

a2

v

N

IR\

v

Generdly An agent can't assign his
authority to other I

Sub

I Substituted agentl

v I

&

v

v

I Effects of acts done by Sub I

v
v v

2. If there is an implied

v

Properly Ap Improperly Appointed | Principal himself
1. Substitued agent sub agent sub agent 3.soheis
Responsible

2. Appointed by

v

permission Principal is bound by

3. If custom of Trade permits . _
his acts and is
4. |In Emergency.
5 Where T f contract therefore
- Vihere ferms of confrac responsible 1o third
permits. parties

Principal is not
bound by his acts of
sub agents and sub
agent is not bound

to principal

Principal Otherwise, Initial
may ratify agent is
Responsible

To MASTER MINDS, Guntur

Copyrights Reserved

“ Write about Circumstances in which Agency becomes Irrevocable Agency?

Irrevocable Agency

v

Itis an Unterminatable contract of agency

v

!

v

Where the Agent has interest in the
subject matter of agency

When Agent incurred personal liability
for principals debts / dues

Where agent has partly exercised his

authority.

IPCC | 37e | Flowcharts | Business Laws
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n Write about Rights, Duties and Personal liability of an Agent?

| Rights, Duties and Personal liability of an Agent |

v v v

Duties Rights Personal liability of an agent

| ! v

Conducting Busi 1. Acting for foreign principal.
onduc I_ngr uds_mei,s as per Right of getting indemnified 2. Unnamed Principal & Acts for an
principal’s directions —®| against for acts done in good faith undisclosed principal.
; e 3. Acts for an non-existing principal.
L|ablotlauzotzrmgs;’:cl:l;ct)iroinzfloss || Right of Retaining lawful dues to | 4. Agent authority coupled with interest.
principal’s direction him from principal 5. Q?;gie??réué receives money by
Must act with ordinary diligence & Right to Receive Remuneration . By agreement.
prudence . Exceeding authority.

_’I Lien right on principal’s property . Custom / usage of trade.

Pretended agent.

©m~N®

Maintain proper Accounts

y

> Exhaustive communication with
principal

n State the provisions relating to unnamed Principal?

Unnamed Principal <®%
v AN

v %N“ v
Meaning &Q? Liability towards 3™ partes

Principal whose existence is @G Principle liability same as named principal except
disclosed by the Agent but identity where _ _
not disclosed. = Custom of trade making agent personally liable.
= Agent declines to disclose principal identity.

= Principal stop existing.

What are the Rights and Duties of Principal?

Rights and duties of principal

Rights of principal Duties of principal

v v

1. Can recover compensation for any breach of duty by 1. Duty to Pay agreed remuneration.
agent. 2. Duty to indemnify the agent for all lawful
2. Can forfeit agent’s remuneration if agentis found acts.
guilty 3. To compensate loss to the agent due to
3. Can Recover extra profit of secret profits principal’s negligence
4. Can cancel the transactions if agent exceeds his
authority.

IPCC | 37e | Flowcharts | Business Laws “
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n Write about liability of Named Principal?

Liability of Named Principal

v
v v

If Agent acts within his authority If Agent exceeds his authority
Principal is liable (this applies even If the act of agent is
when agency is created by estoppel *
Separable Not Separable
¢ l Not liable unless
With in authority, Beyond authority, he ratified
principal liable. principal not liable.

n When the Contract of Agency comes to end?

Termination of Agency Ct{%rgct

o~
N
v v AY_v v
[Revocaﬁon by principal [ “Renunciation” = Give up by ti@m Death / Insanity / By Operation of Law
himself Insolvency of principal
[ Z X
Only through reasonable notice
Cannot Revoke if agent @f) Death / Insanity of agent
exercise his authonity and

Reasonable notice shall
be given

v" Revocation & Renunciation must be expressed or implied

Copyrights Reserved
To MASTER MINDS, Guntur
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4. THE PRYMENT OF GRATUITY ACT, 1972

MASTER MINDS

“ Write about objective of Gratuity Act and its applicability?

[ Gratuity — Latin word ‘Gratutitas’ = GIFT ]

v v v

Meaning Objective Applicability

v v v

Itis an Amount paid by
employer to his employee at
the time of termination of

Gratuity is given in the form

Retirement benefits to the

employees as a foken of

Every factory, mine, Qilfield,
plantation, port and railway
companies.

employment

thankfulness for their services

v
Every shop and establishment
covered in which = 10
employees on any day of
preceding 12 months.

The establishment notified by
Once applies then always Central Government in which [

applies &—| 2 10 are employed on any day
of preceding 12 months.

n Definitions

Employee (Excludes Apprentice) Employer
* -y

Any person working for wage / v <\$§’/ v

salary Establishments Go Establishments Governed by

* by CG@@Q local authority

To do any kind of work as per ’ -
contract of employment which P\erﬁg? )@ inted by AG Appointed person

maybe express or implied? N —

&%@?Of Ministry / Dept Concerned CEO
T RS
Excludes Govt Employee Person having ultimate control
Factory
Means A premises where

v
v v

210 employees are working with aid of 220 employees are working without
power in last 12 months aid of power in last 12 months

v

Controlling authority
All sums earned by an employee paid/ payable to
him in cash, as per terms of his Employment

To control esth covered by
the act i.e administration

v v

* ¢ Appointed by CG by a
| Includes DA Excludes Bonus, commission, noftification

HRA, OP and any other
allowances

IPCC | 37e | Flowcharts | Business Laws
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State the provisions relating to a eligibility of Gratutity and Payment?

Criteria for payment of Gratuity

!
* !

Condition Payee
Employee should render continuous service for Employee, Nominee, Legal heir, Deposited with
25 years at the point of time of his termination CAif payee is a minor.
Exception

!

Termination due to death / Disablement

' Write about “Continous Service” and “Deemed Continuous Service” U/S 2A of Gratutity
Act?

[Conﬁnuous Service ]

'

A Service without interruptions or with permissible interruptions

Y

Sickness, Accident, strike or lockout, layoff (as per agreement)

Note: Complet té@%service = Continous Service for 1 year

&
ﬁ)eemed continuous Service ]
v
v

Non seasonal

| If employee works for 75% of total v ¥
working days of that season [ Estb working < 6 days in a week ] [ Other esth ]
190 days = 1 completed of service 240 days = 1 completed year

(half for 6 months ) (Half for 6 months)

Gratuity fund?

. State the provisions relating to Mode of Payment, Forfeiture of gratuity and Approved

[Mode of payment of Gratuity ]

v

Mode of payment [ Cash ] [ DD/Cheque ] [ If amount < 1000 ]
shall be inimated to
CA by emploeer Expenses related
should be deducted Through postal money order ]

from gratuity amount

IPCC | 37e | Flowcharts | Business Laws “
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[ Forfeiture and reduction of Gratuity ]

A

[ To the Extent of Damage / loss ] [ Wholly / Partially ]
\ 4 A
[ Employee is terminated for ] [ Employee is terminated due to ]
A A

A A4 v A4 l
Act [Willful omission] [ Negligence ] |MoraITurpitude [ Riotousordisorderlyconduct]

“ Write about Nomination and procedure to be followed in case of dispute as to Gratuity?

[Procedure for Nomination ]

v
v v v

Need: Multiple nominees can Payment
To identify the payee in be selected Apply to CA

case of employee’s death

Employee rendering 1 completed
year of service

©

Only family members can be
appointed, or any other if
there is no family

AN

[ 30 days of its due ]

NN

If no nominee exists, legal heirs with
in 1 year of due shall apply

[ Compulsory Insurance ]
v l v
m [ Exceptions to the Rule ] Those Estb which has AGF Default

or have insured its empees

shall get registered

Every employer * ¢ il * *

shall get his Estb. Employer Employer liable to Continuing
. employees governed by establishing pay interest, offence leads to
insured from LIC CG/SG App.Gra.Fund contravention leads | [ 1,000 penalty

or any _other ¢ to 10,000 fine per day

prescribed

Approved Gratuity
fund

v

For this permission will be given to the
estb having 500 employes

IPCC | 37e | Flowcharts | Business Laws “
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Write about provisions relating to computation of Gratuity?

| Gratuity Computation |

v v

ISeasonaI establishmentl l Other than seasonal establishment I

!
v v v ; v

Worked throughout the Worked only during the Monthly rated [ Daily wage employees l
year season employees
* * ¢ 15-days wages X No.of
%X LD" s X No.of completed years of service (or) 7- days Wages X NO'Of gXLD s X No.of completed years of service (or) Completed yeal‘s Of SerVIGe
Part in excess of 6 months completed years of Part in excess of 6 months (OI’) Part in excess of 6M.
service (or) Partin v ¢
excess of 6M -
’ I Disabled Employee | In case of daily wage piece
¢ rate, Avg. of last 3M should
¢ ¢ | be considered.
Preceding disabled | Succeeding disabled |
¢ 15

%XL D's XNo.of completed years of service (or)

Partl of 6 months

service (or) Partin excess of 6months N
<\\§
n Explain how disputes are resolve(@w the Gratuity Act, 1972

&\9\’
Disputes in Gratuity:

[ Dlsputesm Gratuity ]

I
v ! v v

EX Salary at disablement X No.of completed years

Aggrieved party shall If subject matter IS After enquiry by CA with [ Appeals ]
file an application to amount opportunity of being heard *
oA * ¢ Aggrieved party shall make
Employer shall deposit Direct Employee to pay the appeal if any with in 60 days of
agreed amount with CA gratuity (If dispute is as regards to order to the apellate authority
¢ payment) ¢

[ The appellate authority may ‘
confirm / Reverse , modify the
order of CA

This amount after dispute will be
paid to Applicant for payment i.e.
Employee / nominee or legal heir

Copyrights Reserved
To MASTER MINDS, Guntur
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- Write about object and applicability of E.P.F Act

The employees’ provident fund & miscellaneous provisions Act, 1952

v

v

Objective

v

To give financial support &

v

Applicability

v

!

v

v

retirement benefits to the Every factory Establishment Any establishment | | To the establishment
employees after their refirement. || ongaged in schedule other than or + at the request of
¢ | business + Factory Employees < 20 employer + employee
Schemes drafted under this Act. employees = > 20 Employees_z 20+ T
= Employees PF Scheme on any single day CG notice 2 months notification
= Employee pension scheme By CG

= EDL| scheme

Non Applicability

v

v

v

!

v

Registered under Co-operative
societies the act employing <
50 employees and running

Other establishments
governed by CG/ SG whose

without aid of power.

employees are benefitised o]
CPF or pension

N

DN
%ployees are benefitised

hment setup under
ral / state out whose

of CPF or pension

Other establishment
to which CG
exempted

n Definitions

Meaning of various Terms under EPF act

v

v
v

v

Appropriate
Government

Establishment
Governed hy CG,
connected with a

Railway company, port,
mine, establishments
having branches more
than in one state = CG

Others = 5G

Basic wages Employer Factory Employee
¢ An area where ¢
manufacturing
All amounts earned by ¢ ¢ takes place Person engaged in any
an employee on duty Factory Others kind of work + In/In
or on leave paid / connection with
payable in cash ¢ ‘ Establishment
¢ = Qwner / Qccupier One who has &
= Agent of owner / ultimate controls
Excludes occupier over the firm Directly / indirectly
= Cashvalueoffood | |« manager including an
concession apprentice
= DA+HRA+0OA
= BONUS
= commission
= Any Presents

IPCC | 37e | Flowcharts | Business Laws
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[Contributions to PF ]

v

v

Employer

v

v v

Employee
10% of BW + DA cG If wage > 15000
+RA +cash value incre;szyto Wage limit voluntary Same that
of any food 12% =15,000 | | contribution only be | | of Employee
concession ° employee

If exemption is given to
establishment 0.18 of
wages as inspection

charges

Admin charges
of 1.10% of
wages

What do you know about the composition rights and duties of central board with
regard to EPF Act?

[ Composition, Rights and Duties of CBT ]

CG s empowered to
constitute it

v

&

—>[Administer the fund ]

_,[Maintenance of proper accounts ]

appoints)
CPF commissioner

= Chairman, vice chairman (CG

<5, appointed by CG from its officials
< 15 representing SG appointed by CG
10 persons represents Employee

10 persons Represents employer

Right to perform other
functions, under act

N

Right to appoint ARDA
commissioners

Audit of BOA

rForward the audit reportto CG ]

h 4

o

Right to Delegate
functions

h 4

'Submitting annual reportto CG J

\.

;CG shall place AR hefore Paeliam ]

n Write about provisions relating to employer own P.F authorization and Transfer of P.F Account.

v

Employer own P.F
authorization

v

v

= Applicaton to Central
Govt.

= Application by employer +

Transfer of P.F. account
Form P.F covered From PF covered From an establishment
establishment to P.F establishment to PF not which is not covered under
covered establishment covered establishment but has PF Act but has own PF alc

majority of employees
= Employer not committed

v

own PF alc

to PF covered

any PF related fraud
during last 3years

Amount standing in his
credit shall be transferred
to new establishment

v

establishment

Transfer to such fund

= At the request of employee

= With in 3 months.

v

Transfer to new
establishment at request of

employee
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Write about liability of employer for delay in payment and recovery of P.F amount by
recovery officer.

| Liability of Employer and Recovery of PF Money

v
v ‘ v v v

, Liability of employer for Recovery of money Protection to amount If employer become
delay in payment due from employer standing in credit of fund insolvent
[ Liable to pay internet @ ] Authorized offer issue = Shall not be assigned/charged Amount due from
12% p.a. (or) such higher certificate to = Shall not be claimed under any employer to this fund,
rate specified in the scheme ¢ order of the court shall have priority to all
but not exceeding = Shall not be claimed by liquidator other debts
scheduled bank interest Recovery officer / official assignee
rate. v * Free from any debts / liability
) ” [Where ] ¢

1. Business situated
2. Employer resides
3. Property

v

[Modes of Recovery
1. Attach property

2. arrest employer
pioy = Employer and the transferee shall

3. int recei &)
L Appoint recever ) @ jointly and severally liable.
¢ @ = Liability of transferee shall be limited to
Authorized officer may grant %
4%

value of assets obtained.
time for the payment then
recovery officer shall stay,
di til such{;
proceedings unti su%@aj

@\“ﬁ

n Write about Appellate Tribunal.

Protection shall not be applied to
money which has with drawn from
PF account

| If employer transfer the establishment |<—

Appellate Tribunal

v

v

Formation & Jurisdiction I Passing of orders
v
= Constitute by Central Government by = Confirm, modify (or) cancel the orders
netification in the official Gazette. appealed.
= Presiding officer — High Court Judge (or) = Refer back to authority.
District Judge. = Tribunal rectify order, in case of
= Presiding Officer hold office upto 5 years (or) ¥" Apparent mistake.
attains 62 years age, which ever is earlier he ¥" Within 5 years
may resign by giving 3 months notice. v~ After giving opp. Of being heard.
= Tribunal has all India jurisdiction. = Order of tribunal shall not be questioned in
) ’ any court..

IPCC | 37e | Flowcharts | Business Laws “




MASTER MINDS 98851 25025/ 26 www.mastermindsindia.com

Write about contributions and benefits under P.F, Pension and EDLI scheme.

() PF PENSION EDLI
> 1. Employer 10-12% —> 8.33% Max - 1%
.E 2. Admin. Charges 1.1%or 0.18% - 0.01% of emoluments or 2
g _, (By employer) If exempted p.m per member T
s 3.  Employee 10-12% - -
(&) 4 CG - 1.16% ‘% of employer confribution. +
Y2 of “Er” admin charges
PENSION: EDLL _
= 1. By attaining 58 — yr's age, if retired between 50 - 57, pension shall 1. 2010:- Avg. balance in PF
£ > be payable by reducing 3% per year of uncompleted service. (OR) Alcin preceeding 12 -m
S 2. Service period > 20 - years. If service period is < 20 but more (o) _
© than 10 then short service pension shall be payable at discounted During his membership
rates. whichever
- is earlier
! l
) PENSION: . If benefit > 50,000 then amount
Monthly pension payable = 50,000 + 40% on in
2 PF: Amount in the PF A/c - Psalaryx(P.service + 2) excess of 50,000
% can be with drawn by 70 2. 2011:- 20 imes avg. wages
il employee. P. salary = Avg. of last 12 — m salary of last 12 = m
— upto 1/3" of pension may be 3. Benefit- Higher of 2010 or
— commuted after 3 — yr's | 2011

AW

Explain the provisions relating to t@%ility for pension scheme under EPF Act.
Also state the matters for which % ions are made in the pension scheme under

the EPF & MP Act,1952 /2@3/}

GNN
[Eligibility and contribution to pension scheme]
N I
Eligibility Contribution
Members of Those subscribes Out of Employer’s CG will contribute 1.16% Minimum pension after
pension scheme, | | of PF Scheme from contribution to PF 8.33% of Employee’s pay retirement = 1000/-
1971. 16-11-1995 diverted to pension with in (15000 limit)
15 days of close of month

n Write a short note on the Executive committee under the EPF Act

[Composition, of executive committee ]

v
v v v v v v

Chair person who is 2 persons, Additional 3 persons 3 persons 3 persons The CPF
the secretary of secretary to the govt of representing representing representing commissioner of
ministry of labor and India, financial advisor of states employers employees PFO
employment Ministry of L& E
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n Write about the Employee’s Deposit linked insurance scheme under EPF Act,19527?

EDLI Scheme

v v v

Establishment of (Administered by| [ Benefits available |
insurance fund ¢ ¢
i | CBT l All benefits specified in Nominee can take the

i ¢ schedule IV || amountif Employee is
Employer contributes < | |Admin charges < Ya of (1) a member of PF at the
1% of Employee’s BW time of his death

DA+RA(1

+DA+RA() Average monthly wage

(limited to 15000) in
previous 12 months 30
x (1) + Average
balance in PF account
— | in previous 12 months
(limited to 1,50,000) =
6,00,000

n Explain briefly the appointment of inspectors and their powers under sec 13 of the Act

[Appointment of Inspectors and their powers ]

N
AN

Appointment Purpose for

which powers

can be exercised

é
,\Q\% v L Obtain in formation |

Inquiring the correctness of info Enter the estb (reasonable time)
compliance of provisions applicability & search
determining conditions for granting
exemptions To require necessary
| books to be produced

By CG through notification in official Gazette
specifying their duties

[Examining various persons ]

Making extracts of various
documents books

Copyrights Reserved
To MASTER MINDS, Guntur
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Explain the powers of the commissioner to determine the money due from employers
under the EPF Act

[Powers of commissioner to determine money due from employer ]

v

[Powers is vested with CARD — A commissioners ]

v

v

v

v

v

v b

Disputes that will be
solved are

|

Related to
applicability of
this act

—

CARD-A
commissioners
have same

powers of a court

Opportunity of
being heard shall
be given to
employer

employer

Amount due from

Any charges
payable by
employer

AN

inquiry or doesn't

If employer
doesn’t attend

Set a side
cancellation of
export order

If appeal is filed
against ex-party
order

submit required
documents

v !

If

v

An export order
will be passed

&
& |

3 months apply

No application can
be filed for setting
aside to dept officer

employer within

with a valid

reason to Dept
officer

:

Reasons
If show cause
notice was not
served
Sufficient cause
if any

State the provisions of the E
the employer

A

1,1952 with regard to recovery of money due from

N

[ Provisions regarding recovery of money from employer]

v

v

!

The AQ issues
certificate of recovery to
recovery officer
specifying due amount

Recovery officer shall
recover in the following

manner

Y

Attaching / sale of
movable / immovable
assets of Estd /Empr

[Attachmentl sale ]

-

!

AO can grant time for
recovery of amount

First estb properties
next employer personal
properties (Balance)

v

Then recovery officer
shall wait up to the expiry

—D[Arresting empr & prisioning ]

_>[Appointment of receiver ]

of time granted

IPCC | 37e | Flowcharts | Business Laws




No.1 for CA/CMA & MEC/CEC
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Examine the constitution of appellate tribunal , its jurisdiction and the procedures

relating there to under the employees provident funds and miscellaneous provisions
Act, 1952

[Constitution, Jurisdiction of Appellate Tribunal]

|
v

Appeal [Constitution (based on jurisdiction ]

Tenure

Five years or 62 years age
which ever is earlier

within a specified location)
VBy CG through notification, CG [

— | can establish = AT
Notification of CG ¢

Presiding officer shall ]

il

Aggrieved party can approach A.T for

[One person as presiding officer |

Order of CG continue in his office

o

appointed by CG
Or of any authority [Such presiding officer shall ¢ ¢ ¢ ¢
qualified to be appointed as high | ["\jjess he is | [ Expiry of | [ A person Until
—>kcourtjudge or district judge permitted by | [ 3 months duty expiry of
CG from appointed || his teem
notice as his
suiccessor

Appeal will entertained only after
depositing 75% of the amount due
from him as demanded by by an
officer as referred to in Sec 7A

v
[Jurisdiction and procedure of ATlg%
A

Confirming, modifying the order appealed

Send the matter to authority for fresh directions

N

NN
Explain the provisions of th&}’F Act, authorizing certain employers to maintain a
provident fund account

[ Provisions of EPF act, authorizing to maintain a provident fund account ]

v v v v v

Generally PF Conditions to be The employer shall Cancellation Inspection charges
accounts are satisfied maintain the shall be borne by
maintained by EPFO accounts and submit * establishment
the returns in Cancellation if
* = 100 Employees prescribed manner Employer fails to
But Government compulsory any of
can give permission | | | Filling application by majority the required
to maintain of Employees conditions after
Accounts by . giving opportunity of
Employer if applied No default in contribution by being heard
for —» employer in previous 3 years
to PF & offences
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6. PAYMENT OF BONUS ACT, 1965

- What is the object and meaning of Payment of Bonus Act?

Bonus Act
v v v v
The term bonus The term is applied especially Designed during 19th Object of the Act
means extra amount to the payments to century not only to
in money / bonds / employees either for increase production but ¢
goods and what production in excess of also reward for skilled To maintain peace &
normally due. normal (or) share of profits employees. harmony between labour

and capital allowing the
labour to share profits of
the establishment

n Discuss the applicability of Payment of Bonus Act.

—>

Every factory

L

Every other establis
0

ir) which 20 (or) more persons employed
during an accounting year

Applicability of Act

—>

¢  Once Act applies It applies for ever
s Part time & casual employees are also considered for this purpose

&

QA

App S overnment may also apply the provisions by
L p|  noOji N official gazette to establishment having 10 to 19

loyees.After 2 months notice to the employer.

To certain public sector establishments

Who are employees excluded from the Payment of Bonus Act?

this Act Sec .32

Non Applicability of
on Applicability of |

—>

LIC, Central Government, State
Government, RBI

Related to Government

Seamen, Dock Workers, Inland water

— transport —DI Related to Government l

Universities, Educational Institutions Educational Institutions I

—p |[FCI,SFC,DIC,NABARD,UTI,IDBI, —>| Financial Institutions I
SIDBI,NHB

Red Cross Society, Hospitals,

Chamber of Commerce, Social _’I Others I

Welfare Institutions
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n Definitions.

Accounting Year

v

v

Corporation

v

Year ending on which books
of accounts are closed &
balanced

Allocable Surplus

v
v v

v

Company

v

Period in respect of which
P & L Alc is prepared

v

Any other case

!

Year commencing from 1st ]
April to 315t March of next

year

v

Employer can opt any day other than 31st
March for Closing of books of accounts.

Once option is exercised can't be changed
without prior approval of prescribed authority.

Employee

v

Any person other than apprentice

Employer

v

v

v

Any other
establishment

v

Who has ultimate
control over the
affairs of the
establishment

v

Named as
Manager/ MD

67% of available | | 60% of available employed on wages / sajey not Establishmentis
surplus surplus exceeding 21,000 pef B factory
i ] k@@ i
If company which | : Owne;rfl Occupier
of facto
has not made the For others i clud rK
arrangements including his
prescribed under @;\ agent & Iegal
T Act, for the LA v representative
declaration and “\yems of employment may be ¢
payment within expressed or implied Name as Manager
India of dividends
ble out of it / MD under
payable o'rt ofts factories Act, 1943
profits
Available Surplus
Gross Profit XX ‘
Less: Prior Charges
¢ Depreciation XXX
« DR/DA LA XXX
¢ Direct tax payable XXX
» Sums as per Sh4ll XXX (XXX)
Add:
Tax savings on P.Y Bonus XXX
Available Surplus:; XXX
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Salary / Wage Establishment Eligible Employees not eligible
¢ Employees for bonus sec.9
v ] I y
Al Establihment Establishment Temporary / Seasonal If his service is dismissed
remuneration includes does notincludes ! Parttime / due to
other than Retrenched /
remuneration in * ¢ Probationer/ Dismissed *
respect of OT If separate balance & reinstated with back Fraud Riotous / Violent
expressed in All Departments sheet or P&L Alcis wage / Piece rated behavior, theft, sabotage
money undertaking & prepared for any worker
—i_‘ branches branch ¢ ¢
; * - Bonus will be given to
i.e., DA + Basic ; 1 _Employee will be employee with good
+Food Then such eligible to get bonus, if behavior
allowance establishment is he was worked in
treated as establishment not less
¢ separate than 30 days in an
Wage = [DA + Basic establishment accounting year on a
+Food allowance] It - 7 salary < 10,000 per
excludes [OT +HRA month.
+Leave +Bonus +
PF + Commission]

n Who is entitled and who is not, entitled to clai@l)onus under the payment of bonus Act?.

A
Eligibility: @
Employee — Temporary work man
Firelodes — Employee of seasonal factory
It excludes _ _ ¢ — Part time employee
—  Apprentice il With < 21000 salary — Refrenched employee
— Sec.32,sec .9 employees ¢ —  Probationer
. . — Piece rated worker
Having working days 230 days s Contract employees

v

But he should not be dismissed from service due to
—  Fraud

— Violent behavior

— Theft, Misappropriation of Asset

Note:
1. Dismissed employee not entitled to Bonus of every year
. Arrange the above in round shape

2. Dismissed employee is entitled to Bonus if he is re-employeed with back wages.

“ How to compute Gross profit U/S 4 & Deductions as prior charges U/S 672,

[ Gross profit ]

v
I I

Banking Company Others
As per 1st Schedule As per lInd Schedule

IPCC | 37e | Flowcharts | Business Laws “



MASTER MINDS No.1 for CA/CMA & MEC/CEC

Prior charges
Depreciation as per Sec.32(1)

%
— Development Rebates Investment allowance as per |.T Act
— Direct tax computed as per Sec.7 of Bonus Act

—  Minimum rate of return on capital employed as per 3r schedule

Explain about Allocable Surplus

[ Allocable surplus ]

v
v v

[ 67% of available surplus ] [ 60 % of Available surplus ]
If the company has not paid dividend &
other than banking company For others

What is the amount of minimum & maximum bonus to be paid to the employees under the
provisions of payment of Bonus Act, 19657.

Has to be paid in case of losses & % If allocable surplus is >
inadequate allocable surplus (Allocable §@ minimum Bonus

surplus < minimum bonus) ¢

¢ @ Up to 20% of wage

8.33% of wage, salary or 100 / 60 salary
which ever is higher %

& T
v v v

[ <7000pm | [ 7000-21,000 ) [ >21000 |

[ Bonus calculated on ] Bonus calculated on | Not eligible |

actual salary 7000

Describe procedure for computing number of working days? Can the bonus thus
calculated be reduced proportionately? If so, under which situations?

[Calculation of No. of working days ]

Actual days worked + days laid of under agreement + days on
leave with salary + days of temporary disablement +maternity
leave (sec.14)

If employee not worked for all working days then minimum
bonus shall be reduced proportionately (Sec 13)
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Note:
1. The above provisions are not applicable if employee terminated due to

2. Proportionate bonus not apply to seasonal establishment employees.

illegal order of termination

n Explain provisions related “set on & setoff of

allocable surplus?

| Seton ]

v

( Set off ]

v

Allocable surplus is > maximum bonus
payable

Allocable surplus is < minimum bonus
payable (8.33 % or 100 | 60)

v

v

Excess bonus after paying maximum
bonus (i.e 20%) will be carry forward
to 4 accounting years. The excess
shall, subject to a limit of 20%

Deficient bonus amount shall be carry

forward for 4 accounting years for set

off, if company gets sufficient profits in
accounting years

v

The amount should be utilized for
payment of bonus in future years

v

For calculation of allocable surplus amount of
section (or) set off, carry forward from earlier
years shall be first taken into account

NS

~
What is time limit for payment of @% and what action can be taken by an employee for
the recovery of bonus due fro%& ployer?

N

[Time limit for payment of Bonus)

)

v

No disputes
= 8M from close of accounting year
= This may be extended up to 2

v

Dispute exist

v

years by AG Within one month from date of award /settlement

f

?

v

[ If not paid with in due date

N/

!

[ Employee / legal heirs/ex — employee has

to make an ]

application with in one year from due date to A.G

v

If A.G satisfies, it will order collector to
money as arrears of land revenue

recover}

Copyrights Reserved
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Can an employer deduct any amount due from an employee from the bonus payable to
him? If so when and what are the limitations of it?

[Adjustments & Deductions]

!
v v

Adjustment of customary If employee has caused any
and interim bonus financial loss to employer by
¢ — Willful misconduct
— Negligence
Employer has a right to deduct pooja Employer can deduct the
bonus (or) customary bonus paid in amount of loss from bonus
advance, form the bonus finally payable to employee
payable under this Act

n When the payment of Bonus Act is applicable to the establishment in public sector.

[Application of act to an establishment in public sector

; —

If that establishment sells If that establishment earns
goods in competition with more than 20% of gross ¢ *
establishment in private sector income from such sale A govt company

defined in section Corporation in which
of ¢ .
@\ 2(45) of the companies 40% of its capital held

act 2013 by
*
&Q;@ S T
(‘D’@ The Govt RBI Owned by
@ Govt/ RBI

Discuss the provisions of the payment of bonus Act relating to the appointment, powers
and functioning of inspectors appointed under the act.

[Inspectors (public ser\/ant)]

y
| |

[ Appointment ] [ Powers ]
By A.G by notification in official 1 Obtain information
gazette 2 Enter & verify books
3 Examine

4 Take extracts
5 Other power prescribed by A.G

v

Inspector can’t ask a banking company to
disclose information which is can’t be
compelled to disclose
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In what way does the payment of bonus Act regulate the payment of bonus to
employees linked with productivity? What restrictions apply in such cases on
payment of bonus to an employee?

[Bonus linked with productivity instead of proﬁts]

v
v

If agreement, effects the employee [If agreement provides a right]

right to receive minimum bonus to receive in excess of 20%

v v

Agreement is null & void ] Then employees are not entitled to
receive such excess over 20%

Explain the possibility of relying upon the B/S & P&L a/c in the case of a dispute with
its employees relating to bonus payable and the limitations if any, in this regard?

[Relying on B/S & P&L A/C]

v
v v

Banking Company % Others
v N
Audited accounts can not be questioned k\@ ¢
about the correitness If accounts audited] [If accounts not audited]
SO
If any Information needed for trade union or 3(2&% ¢ , - ‘ -
employees, prescribed authority may order Prescribed authority Presc_rlbed authority qrders
banking company except for information [51 assumes they are accurate to his accounts audited
which can not be compelled to provide, as ¢ ¢
per banking regulation Act, 1949 . - .
If any information needed for If he fails he (P.A) may take
trade union / employees, the necessary steps
prescribed authority may order
to provide

Explain the special provisions with respect to newly set up establishment?

Special provisions w.r.to newly setup establishment

v
v v v v

In first 5 accounting years Years seton’setoff Establishment is not said Profit=G.P-CY&P.Y
bonus shall be payable w.r.t 6ih AY 5t gth to be newly setup dep & carry forward losses
A.Y in which establishment 7h ALY 5t 6t 7th establishment ¢

earns profits
¢ ¢ Trail run production shall
* From 8% A.Y set on, setoff | [Just because of change of not be considered as sale

For the 1stto 5™ accounting | |normally apply name / location / ownership
year the provisions set on

& setoff will not apply
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State the circumstances under which an employer is exempted to pay the minimum
bonus? Who is empowered to exempt him?

[Exemption to pay minimum Bonus]

v
v v

[Appropriate Govt. exempt .after considering ] [A.G cannot exempt ]
— Financial position ¢ ¢
—  Public interest If bonus amount eligible compared Loss is not occurred due to
to loss suffered misconduct of employees

n Define the term Accounting year
Accounting year

[ Year ending on which books of ] [Period in respect of which P & L [Year commencing from 1st aprJ

Any other case

accounts are closed & balanced A/C is prepared 31t mar of next year

31t mar for closing of books of
accounts. Once option exercised

&Q? can't be changed with out prior
@é) approval of prescribed authority
A

¥
m Define the term Appropriate G%vernment

Q\%}j v
@ Employer can opt any day other than

|

For establishment for which under For other establishments
Industrial disputes Act, 1947
appropriate Government is C.G

[ Appropriate Government
G

Copyrights Reserved
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n Define the term Employee

[ Employee ]

v

Any person (other than apprentice) employed on wages
(salary not exceeding 21,000 per month)

v

To do any skilled, unskilled, manual, supervisory,
managerial, administrative, technical or clerical work

h 4

Under the express / implied terms of employment ]

n What are the deductions allowed under Schedule - 1lI?

Schedule-lll Deductions

Banking Other Foreign Corporation Co- Partnership | Individual | Employer
company than banking @ operative firm or HUF cover
banking company @Q society under ch-
company XXl of I.T
/\@ Act.
Pre. Sh. Actual Actual Pre dividend x N\
1 | Capital rate rate WF of india
T WEL %)5% of its 8.5% of the 8.5% of the
Total WESY) : 5% ¢ 5%
: ? paid up capital capital
Eq. sh. 7.5% 8.5% CE capital invested 8.5 % of
2 | Capital the capital
8 invested
Reserves 5% 6% 5% gEerves 6% of Sums -
WF of india reserves transferred
3 Toml WE to statutory -
reserves
fund
Other 25% of G.P 25% of Annuity
4 Sums - - - - - as G.P (or) deposit
remuneration 48,000 |. payable by
him.

Define the term employer

[ Employer ]
; | )
[ Establishment is Factory ] Any other establishment
Ownerfoccupier of factory including Who has ultimate control over the
his agent & legal representative affairs of establishment?
Name as manager / MD under Named as manager /MD
Factories Act, 1948
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m Define the term salary and wages

[ Salary or wage ]

!

All remuneration other than remunerationin
respect of OT expressed in money

[ |.e; D.A +Basic + Food allowance

v

Wage = [DA + Basic +F.A] it excludes (OT +1 )
+RA +leave + Bonus +P.F + Commission

v,

m Define the term Establishment

[ Establishment generally includes ]

v

{ Departments / undertakings / ]

Branches where ever sited

v X

[ If Separate F.S are prepared ) If consolidated F.S are prepared ]

v N>

!

Each department / branch / A @Bonus is computed for the entire establishment]

undertaking is treated as a separate

establishment for calculation of bonus 49

AN\

NN
“ Define the term Award? N

[ Award Any interior Fingl dgtermination of
Industrial dispute

I . | Includes arbitration award made ]

When an A.G give excemption to employer from payment of minimum bonus?

[ Exemption to pay min. bonus

¥

J
!

[ Appropriate Govt. Exempt ]

Appropriate Govt. can’t exempt

v

v

If employer incurred losses continuously for
several years and entire capital and assets
were wiped out with proper justification and it

1.
2

If incurring losses is only reason, there
is no justification.
If Bonus liability is negligible.

is in public interest.
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1. NEGOTIABLE INSTRUMENT ACT, 1881

n Write about Negotiable Instrument Act 18817

Negotiable instrument = a document which is transferable h/w parties for consideration in other parties favour.

v v v

Act applies to whole India NI ‘S covered Under NI act Niis different from
“document of title to
! Goods *
BOE

Promissory note

cheque

[ Charac‘::eristics ]

v
v Y ! v

Ni is incomplete if Presumption of Negptiation is through Bonafide transferee (with
itis not signed existence of / endorsement consideration) gets better
consideration Ql\g & delivery title than transferee

N

RN
. - N
n What about essentisals of promli%ote.
9%\/
§ Promissory note

I
Parties of PN [ Essential features ]

: , v
An instrument in J,—H ¢ ¢ * ¢ ¢

Wntll?r?cg%rc]iti:g]r:rz]a? - Maker Payee Must be in An Promised Cannot be
undertaking signed by wriing & | | unconditional | | amount must Payee must made
meaker to pay a certain ¢ ¢ signed by promise to be deﬂn_lte & | | becertain || payable to
sum of money One who The person to maker pay certain self
- ' makes the whoom
To a certain person PN amount on PN

\

is payable

Copyrights Reserved
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Write about essentials of Bills of exchange.

Bill of exchange & its essential features

v v v

Definition Parties Essential featurers

v |
An instrument in writting ¢ 4 ¢ ¢ ¢ ¢

signed by maker Drawer Drawee Payee Bill mustbe | | There mustbe Must be signed
directing a certain person in writing unconditional by drawer
to pay a certain sum of ¢ order otherwise
money to a certain One who The person One who is inchoate
person or to his order draws the on whom bill eligible for
which is unconditional bill is drawn payment on Bil

v v

Parties to the bill must be specified || Medium of payment must
with reasonable certainty be a “certain money *

——

n Write about different types of bills of exchange.

[ Different Types of Bills of Exchange ]

v !

[ o
S v
Documentary bill Clean Bill Escrow @ Ambiguous Inchoate
N

instrument instrument

3 X
—¢—. A Bill without A bill which is

When a BOE is any annexure delivered for An instrument which _ Itis an incom_plete
annexed with special purpose as a | || cannot be identified as a instrument particularly
document of fitle . with respect to amount
collateral security or BoE or PN
to goods & other —> safe custody but not but duly stamped
documents is y
called DB for property .transfer In this case the holder can
-~ 0 there in | 5 treat it as BOE or PN
( Liability to pay arises
.| when purpose is not

satisfied

v v

Fictitious Bill Bills in sets

A BOE drawn in parts is called Bills in sets

When the name of drawee or payee or —>
both is fictitious is called a fictitious hill

—» | Means the same Bill is drawn several times

Fictitious means non-existing person
or presented person _.[ But all the Bills are considered as one set ]

—»| Need for Bills in sets that feal of loosing
while sending
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n Write about holder & Holder in due course?

Person not a holder:
1) who steals/ forged.
2) Beneficial owner

principal

receiving money

3) Agent holding N.I on behalf of

4) A payee prohibited by court from

[ Holder & H.D.C. ]

v

1.

2

He must be named in N.| as
payee / endorsee (or) bearer
of N.|

Person entitled to receive /
recover amount due on N

v

HD.C ]

v

Any person who received N.| for

1.
2.
3.

Consideration

Before maturity
In good faith

n Write about classification of negotiable instrument.

[ Classification of negotiable instruments ]

v

v

¥

Bearer instruments

v

Order instruments

v

instruments

Inland & foreign ]

blank it is

1. when bill consist to be
payable to bearer (or)

2. When endorsement is

called
bearer instruments

3. Lawful holder of such
instrument can collect
money on it lawfully

order. Without

rWhen Nlis expressed
to be payable to

prohibiting transfer c%

!

and payable /drawn
upon a resident of India

\\'ﬁ should be deemed to
% be aninland instrumet

ANl is drawn in India |

=

Demand
instrument

v

[ Time instruments ]

v

ANlisaDlifitis
expressed “on demand
‘or “AT Sight on it “or

on presentment

A NI which states to
be payable after fixed
period after sight or
on a specified day or
on happening of an
event

The NI which is not
ainland instrument
is a foreign
instrument

—>

Means the amount on
itis payable when
demanded

State the conditions to be satisfied to be called as holder.

Conditions must be satisfied

v

Conditions

v

Can be payee

He is entitied to possess
the instrument in his
own name

Endorsee

bearer

Able to recover
payment from
instrument

v

Status of holder

to another person

To transfer the instrument

To enforce payment of

P instrument
L5 To _discharge the
instrument

J
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m Define the cheque and Write about essential elements of Cheque.

v

v

Parties to cheque [ Essentials of cheque ]
| I
A chequeis a BOE Drawer one who ¢ ‘ *
drawn on Banker P draws the cheque A cheque is a bill Must be A cheque is
(specified) and of exchange drawn on a always
always payable on (Drawee itself, so must specified payable on
demand | | the banker on whom safsfy all banker demand
cheque is drawn feature;i"of valid
Payee
[, Person in whose favour
cheque is drawn

n What is meant by crossing of cheque. Write about types of crossing of cheques.

v

[ Crossing of cheque different types of crossing ]

Means drawing
two parallel lines

, v
[ Types of crossing §%

Purpose
S
across the face of v \% v
N
the cheque ¢ (#X@ v It is a direction by
[ General crossing [ Special crossing Restrictive drawer to drawee bank
crossin to pay the amount on
¢ (\\W 9 cheque to a person
Bank name is not Bank name is who approach through
mentioned in b/w mentioned | " Adding of words like banker
two parallel lines AIC payee
— Not negotiable person
who draws the cheque
n What is meant by payment in due course ?

Payment in due course

|
Payment must be Paymentmustbe || Paymentis to be made || While paying there should Payment must be
as per tenor of the in good faith and || to the possessor of the || notbe doubt regarding tile || made in money only
instrument without negligence instrument of the payee

Copyrights Reserved
To MASTER MINDS, Guntur

IPCC | 37e | Flowcharts | Business Laws




98851 25025/ 26 www.mastermindsindia.com

MASTER MINDS

n Who is holder in due course,state the privizes to HDC.

[ Who is holder in due course, privilized to HDC ]

HDC
I
v !

[ Essentialities to become HDC [ Privilizes of HDC ]

v

-

A Person who become a
possessor of NI if it is —>

|_»| payable to bearer (or)

payee (or)endorsee of NI
if it is payable to order —>

In case of inchoate instrument he can
recover entire amount on bill (not
withstanding value covered by stamp duty)

Holder must have paid valuable
consideration —

Become holder before amount on it is
payable

If a person draws bill in which drawer is
fictitious, as payable at drawer’s order and
the acceptance of such bill cannot allege
against HDC in this issue

Before amount on NI is

The instrument must be complete
—> payable &

and regular means should not be in
—»{ torn stage or unrecognizable stage

Without having a reason

|| to believe that there is no

title to the transferor

In case of conditional bill other parties
cannot avoid their liability to HDC

.

The person who is liable cannot say that
— the instrument was obtained by unlawful
means

No one ¢an deny the validity of
instrument against the instrument

Capacity to contract is not a ground to
deny against HDC

n What are the presmptions as to negotiable instruments.

Presumptions to NI

; I v I ;

Existence of A NI bearing date is ANl is assumed to A lost promissory Every holder is
consideration assumed to be drawn be accepted within note is assumed to presumed to be
on that date reasonable time be duly stamped HDC

When a negotiable instrument (NI) gets discharged.

Discharge of NI

|
v v v v ¥

When payment When holder
conceals it

If drawee By discharging as a normal

contract i.e., novation, recession

By express waive by

is duly made holder of his rights

becomes
holder
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n Write down the legal provisions relating to presentment of bill of acceptance.

Write down the legal provisions relating to presentment of bill for acceptance

v

v

v

v

v

Meaning Essentials of a valid Towhom can be Where to be Effect of non -
¢ acceptance presented presented presentment
] ] I
abill is said to be -
accepted when Acceptance must be in | Drawee At the place specified | | The drawer and
drawee signs it written format —®  oninstrument all endorsees
signifying his assent All or some of several discharged from
there to 4 Must be signed drawees If no place is liability to him.
: —| specified, drawees of
Acceptance should be on Drawee in case of business
—»|  the face of the bil —|need
- Ly Or residence of
Acceptance will be - All drawees if there drawee
N completed when drawee are several drawees
delivers accepted bill If drawee has died, his
Acceptance may be legal representative
> general / conditional
When bill is drawn in
L, | sets, acceptance should %
be on only one bill @
O
E Write the provisions regarding to bour%@;cheques and penalties.
>
XY
@ cing of cheques - penalties
> |
| | |
Primary conditions Penalty Other provisions
] | |
Cheque should have been Payee should inform drawer Once notice issued, payee |

issued by drawer in
discharge of liability (need
not he of drawer)

within 30days of bouncing

It should have been
presented within validity

period

Drawer shall make payment
within 15 days of information

Cheque is bounced only
due to insufficient balance
in his A/C.

If not, payee can file a suit with
in 30days (after 15 days’ time).

Penalty is 2yrs imprisonment
or 2 times the amount or both

cannot present it

—p
payee

Notice can also include
demand for other damages to

considered as due

If notice is through ‘post “and if ]
L it is returned unclaimed can be

notice

Can also be sent by fax
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State the situations when the presentment for payment is not necessary &rules regarding
Presentment

When need not to present the bill state provisions regarding presentment of bill for payment

|
v v

Presentment for payment is not necessary Rules regarding presentment for
] |
|| The maker, drawee, acceptor, intentionally | Must be made during usual business hours

presents it.
- - — NI payable after sight must be presented at
»| Nlis to be payable at place of business. if it || maturity. Otherwise it will discharge all prior
is closed then need not be presented parties other than who are primarily liable
L Instrument which is payable at a specified || Note payable by installments be presented
place, but there is no one at the place on the third after date fixed for payment
—»| Payer cannot found even after due search. Presentment shall be made at
—| (i) Specified place
N If there is a promise to pay even though not (ii) Place of business if no specified place
presented

be presented to assignee, legal
The drawer and drawee are same persons entative for respective cases

Drawee is fictitious or incompetent to Delay in presentment can be excused if it
contract (% is due uncontrollable circumstances

©ra

v

o Presentb impossibl N
resent becomes Impossible &

N

State the legal provisions rela\a}ing to instrument obtained by unlawful means.

legal provisions regarding instrument obtained by unlawful means

; I ' I |

Stolen instruments Instruments obtained by coercion Obtained for unlawful means Forged instruments
] | | |
Thief cannot Ifitis proved the Nl is It is void and creates InCoperative
enforce payment obtained through fraud —» no obligation among
defrauding party can’t parties Even HDC cannot
_ﬁ He cannot retain it recover anything claim
H - p - - But cannot be enforced
—% e acquires no title L, Defers of coercion can't L against HDC
be used against HDC
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“ What is endorsement and write the features of valid endorsement.

[ Endorsement, features of valid endorsement different types of endorsement ]

Endorsement

Writing a person’s

v v

v

Essentials of valid
endorsement

Kinds of
endorsement

name on face of NI [ Endorser ] [ Endorsee [t must be on face of Nl or on
for the purpose of —> allonge
negotiation ¢ ¢
One who To whom || Must be signed by the endorser
negotiates hegotiated

( Delivery of the instrument is )
necessary

p

Endorsement is for entire
instrument

v

[ Full endorsement ]

v

[ Blank endorsement }

v

v

Restrictive
endorsement

If endorser adds

v

Partial endorsement

v

Sans recourse

v

a direction to pay

the amount itis

If endorser just
signs and does not

add any condition it

S
S

An endorsement which
prohibits negotiability

]

called full is called blank is called restrictive VNI is not drawn in art‘
endorsement endorsement endorsement > . . P
is not liable
AN J

Here partiality refuses
to amount inpart

v

N

For clarity refer the

Endorser says he
was not liable for
subsequent
endorsees

A is the holder for rs.1000 /-he endorses it to B or order only 500 it is
not liable

Pay B rs500 the unpaid balance of the bill .this is a valid
endorsement (means 500 is already been paid)

example given bellow

v

Facultative endorsement

v

Endorsement in which
endorser waives his right or
increases his liability

v

Here the endorser waives his liability
to pay any expenses on A/C of the
further negotiations
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n Write about material alterations authoruised by act.

[ Material alternatives authorized by the Act ]

|
v v v v v

Filling Blanks Conversion of blank Crossing of Conversion of Conversion of bearer
of inchoate endorsement in to full checks general crossing into instrument into order
instrument endorsement into full special crossing instrument

endorsement

“ When parties to negotiable instrument (NI) gets discharged.

parties to negotiable instrument gets discharged

; ; T i l

‘ On payment \ When the holder or When HDC If holder gives drawee Operation of law
his agent conceals releases any party more than 48 hours &
any of the name on other than by none of the previous
NI to discharge him cancellation parties accepted for it, Court  Order  of
— insolvency

§@ R

§ | When itis time- barred

m Write about date of maturit;g\ {g@gce days.
N

[ MATURITY OF NI & GRACE DAYS (itis the date at which N.| falls due) ]
i ' :
Demand [ Time instruments ] Rules as to calculation of 3
instruments ¢ grace days
¢ Are to be honored
[ Are to be honored ] [ ] Date of payment 3th day after  —
* specified days
* After sight/after If no comresponding days/them
On demand/at sight / on specified period/on on |ast day of month If payable in installment 3
presentment (or) if no happening of eventlike | |Ex: instument drawn on grace days allowed for each |4
time is mentioned death 31'Sanuary payable after one installment
¢ month, as there is no
correspondent day in February If payable after stated number
No gﬂi‘ﬁe‘;""ys 3 grace days last date of February (29%febwill [ of months, add 3days after
allowed be date of pavement stated number months
If days is public holiday(15t
Aug) then it falls due on
. . proceeding business day (14t
Instrument is payable on 2155ttmarch, but If day is emergency public holiday it Aug)
suddenly govt. Declared 21t march as falls due on nest succeeding P

public holiday, than instrument will be
payable on 22M march
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m Write the legal provisions regarding notice of dishonor.

Legal rules relating to notice of dis

honor

v v

|
v

v

When a Nl is Rule Who has to give Notice can be oral /
discharged either by notice written should be within
¢ | reasonable time.
] If Nl is dishonored
—» 1) Non acceptance or ~ the holder shall Holder or any prior party who is liable
intimate it to all prior
2) Non payment parties otherwise all Notice is to be given to those persons whom

I will be discharged g holder wants to make liable

from their liability

|| Need not be given to parties of primary liability

v

When notice is not necessary

When the right in this aspect is waived off

—>
—» If drawer countermanded the payment
—»

If there is no damage even if itis not presented @g
N

>
L | Party to whom notice is to be given is not given}s\r@d after search

—»[ Acceptor is the drawer

Q\

&

NN\
State the liability of banker for mmull dishinour of chgeque.

Liability of banker

v

Toward drawer

|

It leads to breach of contract b/w
customer & banker

|_p| Drawer suffer loss of reputation

v

Towards payee

v

No priority of contract biw
banker & payee .so generally
not liable

“Smaller is the amount dishonored
greater is the loss suffered *
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m State the cases where banker is not bound to pay customer cheque .

Banker not bound to pay customer’s cheque

v

Cases
v v v : v v v
Ifitis not If customers funds If the banker If notice for
If chequeiis | [ presented within | Ifit is inchoate | | in bank are “not receives If customer closure
undated reasonable Instrument properly” applicable 9ustomer’ s instructs Of
period insolvency Accounts issued
by either party

If it contains material]
alterations

J<

“ Explain the words Dishonor by non-acceptence & Dishonor by non-payment.

Write about dishonor by non-acceptance & non-payment

|/‘)

Dis®)

v

By non-acceptant

]

&

Qa
N

Drawee not accepted within
> presentment
_’r There several drawees — none of them )
accepted
|| If drawee is incompetent to contract
When presentment for acceptance is

> excused and bills not accepted

( When drawee gives qualified ]
> acceptance
—>»| When drawee is fictitious

reasonable search

‘ when drawee can’t be found even after

v

By non-payment

When the party having primary liability
Makes default in payment

date

When presentment for payment is
execused, & remains unpaid on due
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“ State the provisions relating to Alteration of N.I.

| Alteration of NI |
; ' }

[ Material Alterations ] [ Non- material Alterations ]
Alteration of 1. order instrument — Bearer & vise a versa
1. Date 2. Elimination of words “ or order”
2. Time of payment 3. Adding the words “on demand’
3. Place of payment 4. any alteration made with consent of the
4. Amount payable. parties
5. Clause which contains penal action. ¢
6. Add ty.

ing new party Effect: All prior parties are continued to
¢ be liable.
Effect: persons who are not given consent
to it are discharge from their liability
Write about types of acceptance.
Types of acceptance
! PR
, General acceptance ] I @@‘écceptance I
NN\
i V3
Accepting without any \@}epting subject to some
| condition ) @@ condition
Itis correct method & @‘2 | Effects l
valid acceptance ¢
I Treat the bill as dishonored I I Treat it as not dishonored
[ Note it & protest it give notice ] i.e accepting qualified
acceptance at his own risk
File a case against drawer & ¢
all other prior parties all prior parties who are not given

consent to it are discharged

Copyrights Reserved
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1. COMPANY BASIC CONCEPTS

“ Define the Company and State its essential features.

COMPANY [From Latin words com +Pani com means together,]

pani means bread

An association of people contributing money’s worth towards the capital of the company

v

[ That part of contribution is called as share ]

[ Essential Features of a Company ]

! v v ‘ !

v

Separate Artificial Limited Perpetual Common seal Nationality
legal entity personality liability succession ¢ ¢
* For authentication | |Decided by place of
Created by law of documents incorporation
rS
- v
Authority to sue 8Q§ Dissolution Citizenship
getting sueds
> v v
@c’)& By law only Company is not
a citizen

N

N
[ Applicability of companies act ]

v

Insurance, banking & electricity & other
companies incorporated by special act to
the extent of consistency

Companies established
under CA, 2013 (or) CA,
Any previous company law

Body corporate
notified by CG

n What do you understand by “Separate Legal Entity” of Company.

Out comes of Separate Legal Entity

v v

v

v

v

Inspection of veil of Share holder is
Incorporation not liable for the
acts of company

Assets of company
are not assets of
SH

Members can enter
into contract with the
company

Company’s liabiliies are

to be discharged from its

OWn resources
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3 Explain the meaning of lifting of corporative veil. under what circumstances the viel of
’ company can be lifted by court.

Lifting of Corporate Veil

v

Cancellation of *
W separate legal entity Lifted for following Reasons
principle ¢

Whenitis used When itis used for When company is an When company is When it is

for tax evasion some fraudulent enemy company bogus incorporated to avoid
means legal objections
When the company is acting If incorporated to avoid legal In Quasi criminal
as agent to its share holders | | obligations & welfare legislations cases

“ Definitions.

[ Government Company ] Forei(g&@ny Dormant company
3
v N v

AN
Company In which 251% of ) — %B\E)rate incorporated rA company which is registeredw
i) CG (o) India for a future project or to hold
i) CG+SG's (or) ing business place in an asset
i) SG’s % ndia Physically or through —  An Inactive company
—  Subsidiary of Govt %} electronic mode — Registrar will enter its
Com. is also a govt — Orin any other manner in name in register of
§ Com. ) india Dormant companies
[ Public financial institution ]
v
Object S UC
— Cultivating habit of cost cutting — |IDFC
and savings amongst its — UT
members — Institutions notified by CG
N Receiving Deposits from & —  Other Institution notified by CG by
lending only among its members consulting with RBI
for their mutual benefits [Only Govt Company can be notified}
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n Write the privilizes of one person company.

Privileges of one Person Company

A

v & : v +

OPC is not Need not hold Sec -98 1 director is ES can be filed

required to an AGM doesn’t apply enough with ROC within

prepared CFS ‘6’ months from
v end of .Y

Relating Powers of
Tribunal to call meetings
of members

2. GLASSES OF COMPANIES

n How companies may be classified on the basis of Liability”?

Based on Ligbility ]

¢ A 4 @@) ¢
Co. Itd by shares Co. Itd by guarante(& S Unlimited co.
I Ay I
1. Here liability of SH_is up to * w ¢ 1. May have share capital
g}esﬁ:tr:t of unpaid value| ¢, 44 by Guarantee CK@d by Guarantee 2. Liability of members = Liability of
i ' i i compan
3. Iteai ba called Aban s with share cap|tal<§@0 Dwithout share capital pany
(d_un_ng ex_|stence or at ¢ &w ¢
winding uptime) L N o
—  Liability up to — Limited liability up
guaranteed to guaranteed
amount amount
— Unpaid value on
shares

n Write about classification of companies on the basis of its members

Classification of companies based on number of members

v ‘ v

Public Ltd co. Private Ltd co. One person co.

! I T

1. Which is not Pvt Ltd Co &| |1. A company having prescribed Minimum paid| | A company having

having prescribed Minimum up capital only one member
paid up capital 2. =2 members .
2. 27 members Up to 200 2 2 Directors
3. 23 Directors 3. Prohibits invitation to the public for security
subscription
4. Restricts free transfer of shares
5. Members doesn’t include employees
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Explain the concept of One Person Company (OPC).

Concept of one Person Company

v r v

Eligibility Prohibition Nominee
| | |
: Only a natural
T t ’
Only a natural person be a —p 9 INCOrpOrate as ™ Residential person
. ) i Sec.8 Company |
|| member (Resident in India )
during the previous year) Minor is prohibited
|, To enter into NBFI
activities Consent of nominee is
A person can —» essential
establish only one opc Cannot investin other
_’ . .
body corporate L] Can be anominee in
only one OPC
Member or nominee Always a small
—> - .
™| cannot be minor company Has option to withdraw
[ Change in nominee,
| not alternation of MOA

&
n How companies may be classified on the Q@{ control?
Y

Com;}a@@ification Based on control

NN
v N v
Holding Co. N ubsidiary Co. Associate Co.

A co. is holding in relation to 1. A company in which holding co. 1. Which is not subsidiary
other companies when such controls composition of BOD 2. In which other companies have
companies are subsidiaries 2. Has majority of paid up share Capital significant influence

(Both equity & preference). 3. Includes joint venture

3. Control of directors may be
appointment / Rejection /Removal
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n Who is promoter? Write about rights of Promoter?

Who has been named

as such in prospectus [ Disclosure Duties ] [ Rights of Promoters ]

or Annual return |

—»| Promoter acts in a fiduciary
One who has controls capacity
> over company’s -—»| Promoters can be vendors
affairs? —| He must not make any profit
on company’s Alc
Who advices or Has no right for
—1 directs the BOD of the remuneration unless there is
company |  He has to declare his —>|  an express contract
interest in a transaction
entered by company
Person in professional
L_»] capacityis nota
Promoter —»| Disclosure is ineffective if it
is made to hominees of
Promoters

2
@BBRNHMWN OF A COMPANY

n What is Preliminary Contract or Pr?@oration Contract?

A
N ~Incorporation contract
QF ;

The contract entered by promoters before incorporation

v

As per law of agency that contracts are not valid because principal’s existence is must for agent's
authority. and so cannot be Ratified by the company and promoters are liable

v

Rules

|
v v v v

Person who acts as agent A pre-inc .contract can be

Vendor cannot sue remains liable. Even Ralif!cation by company enforced againsta
fbe suedby the is willi is only through company if itis permitted b
company company is willing Novafion pany P Y
to Ratify terms of incorp.
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' Explain the prohibition of association or partnership of persons exceeding certain

number? (Or) When Companies must be registered ?

lllegal Association

|
v v v v

An association / Remedy Exceptions Effects
partnership having >

100 members i ]

It should be HUF, AOP/ A member of IA can't
registered under Partnership formed by ™| sue IA or any member
companies’ act professionals governed
by special acts
7 Personal liability to
_’

every member

Explain the Procedure / Mode for Incorporation of Company [Sec.7]

[Pre - requisites This is common to all J
S
| . PR !
Purpose for Apply for name Filing Wnts Subscribing Receipt of
Incorporation must ¢ ) with names of the certificate of
be lawful ed fees romoters incorporation
é% p P

3 in ord
ofprefernce g O
flexibility §§
¢ ' T T v

MOA & ADA Agreement if A Declaration by An affidavit by Consent of Shall furnish
duly signed any for advocate of SC / promoters saying prospective within 30
by promoters appointing HC or attorney, that they are not directors daysa
MD/WTD CS/CAin practice convicted in the specifying about verification of
regarding matters of qualification its registered
compilation of rules promotion earlier shares too office
under this act

n Explain Procedure for Incorporation of “One Person Company”

[ Incorporating an Opc (Additional Conditions) ]

v v v

Application for MOA shall include Consent received from
Incorporation in from Inc -2 name of nominee nominee to be field with Roc
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ﬂ How A Company can get itself incorporated as per the Integrated Process of

Incorporation under the provisions of the Companies Act, 2013.

[Integrated Procedure for incorporating a Company J
I

Applicable to To be applied in Non applicability MOA & AOA || Verification of
e - form Inc -29 in Inc - 30, registered office
— Inc - 31 in form Inc - 29
OPC Rule — 9 related to
Allotment of DIN reservation of name
—> (Maximum 3)
- Provisions relating
—»| Public Co. Only one promoter to 60 days validity
can be proposed

foeme) ;

Total period of re- 3 opportunities will be If no defects are Found
submission shall not given for defect verification COl will be givenin
exceed 30 days & Resubmission form Inc-11

(.
m Explain Procedure for Incorporation of “No{&é@@‘?&ganisation”
AP

AN
Proce?&&nditions

A
v ! RN v v v

Its profits are not Profits to be Pr@ An | | After satisfaction with | | Should not add Registration shall

available for applied for its app to Roc to set| | details in application | | Itd/ pvtltd toits be made after an
dividend object only up under this act| | Roc issues alicense name application only
after issue of
license

Explain the procedure for conversion of a Public Company into a Public Company.

[Conversion of Public Company into Private Company ]

!
v v v v v v

Approval of Check MOA, for || Insertion of Sec Every alteration Alteration dates Conversion is

tribunal is any restrictive 2(68) by SR shall be filed with basic binding on

necessary clause which ROC within 15 days | | retrospectively | [ dissenting SH ifitis
requires a SR bonafide.

Copyrights Reserved
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n Explain the procedure for conversion of a Private Company into a Public Company.

Conversion of Pvt. Company into Itd company

v

v

v

v

SR shall be Smﬁja’ﬁgg | szssztr(lgté())r;rl]gu No of member | | NO 2‘;3‘(&‘“ Documents to be
passed by passing SR be deleted increased to 7 increased to 3 fled with Roc
I
SR Copy Altered MOA & Copy of
AOA copies Tribunal’s Order

4.MOA & AOA

- Explain the meaning and significance of memorandum of association (MOA).

[ Meaning & Significance of MOA ]

v

v

Meaning Purpose of registration §§ Importance
v ] -
Means MOA of the - (&b
company as To know the '”VGSW@ Company cannot deviate
originally framed or | [ risk of a%\l@c’) — from provisions
altered from time to S contained in MOA
time N
To know the§>mpany’s
ability to contract Cannot enterinto a
—> business which is ultra
—> virus the MOA

Sy v

%\/

!

Nature

]

Itis a public
document.

Every person who is
dealing with
company is

presumed to have

|| knowledge of MOA

n Explain the prior approvals to be taken for using certain name.

[Explain the prior approvals to be taken for using certain name

 S—

v

v

The name of any
company should not
deviate that it is
connected to govt without
approval of govt.

of its name.

Only a govt company can
have ‘National'as a part

y

The word “Bank “can
be used only when “No
objection certificate” is

from RBI.

v

The word “Exchange
“can be used only
with “No objection

certificate” from
SEBI.

Copyrights Reserved
To MASTER MINDS, Guntur
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What are the clauses / contents of MOA

Clauses / Contents of MOA

Name clause Situation clause Objects clause Subscription Liability clause
clause ¢
v v _
Mentions name of company It defines the It states the It mentions the
Pto be used in its dealings. state in which objects for which It states no of liability of
company is to be company is to be shgres members.
Name of Govt, Company incorporated incorporated | || Subscribers to
' : MOA agree to
—®  shall always end with .
dimited”. subscribe.
Nidhi limited’ to a nidhi | p| No of each subscriber
P company. intends to take.
Name should not be ¢ ¢
identical with name of any , .
other company. Capital clause Nominee clause

This clause mentions the Yol
. - i€S in case of opc.
amount with which is -

registered & its division. ,\\§\>

%_» MOA shall state name of nominee.
L&D

)
n Explain the Requirements for {@tion of the name of the company
A\
N

Requirements for reservation of name

; | | }

Consequences of wrong information

A person makes an |
application to ROC for |

registration of name for
IR & v

a new company or to
change the name of an :
exgsting company. || If company is incorporated | If company has not been incorporated.
‘ | »| Reserved name shall be cancelled.
Ly ROC reserves the Roc may
name for 60 days.
¢ — Penalty up to Rs.1 lakh.

Direct the company to change its name
within ‘3 ‘months by passing ‘OR .

(Or) Strike off the name or make a
petition for winding up.
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Explain the procedure for shifting of registered office from the jurisdiction of one

Registrar to the other Registrar within the same state

Shifting of registered office from one jurisdiction to another in the same state

.

Procedure

4

v

v

MOA contains
state in which
company is
registered .so this
case doesn’t lead
to alteration of
MOA.

But sec.13
requires passing
a SR for this
purpose

.y

Conformation by regional
director is necessary
through application

>

|| e filed with ROC with

5

If RD approved it shall

in 60 days.

v

Certificate issued in
this regard shall be
the conclusive
evidence.

RD shall communicate
with in 30 days of

application.

_»

ROC shall certify
with in 30days.

n Explain the procedure for shifting of registered office from one state to another state.

Procedure for shifting registered oﬁic@{n one State to another

LN

R

v

required which

BM shall be
conducted.

Alteration of MOA is

requires SR for which

¥

ON
LY

v

v

) ; &all satisfy that || Atleast 14 days before If RD satisfies he
bl BEiEE t'”?e Q itors, DH has been application to RD, shall give approval
—» & place of meeting RN "~ . . ey
. uly provisioned with || company shall advertise within 60 days of
for passing SR. % . S o
security. the application in application.
vernacular newspaper.
An application
Ly has tt% l:la;Dmade ¢ ¢
: RD’s approval shall be New state ROC
filed with ROC within shall issue a fresh
30 days by company. COl of new state.

Explain the procedure for alteration of name clause.

Procedure for change in name of company

4

Y

A4 4

v

v

App to ROC in
INC-1 for
reservation.

Proposed name
should not be
identical

BM shall be conducted
to fix GM which is for
passing a SR.

Approval of CG
in form inc-24

ROC will give a
fresh COI.

Change of name shall
not be allowed if the
company

v

v

v

Failed in filling AR or FS or
any document.

Failed in repayment of
matured deposits.
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n Explain the procedure for Ratification of name clause.

Explain the procedure for ratification of a Name

Procedure for ratification of name
|

v v

Upon CG direction Upon direction of ROC'

v
v v ——

If i t informati
When infringement of trade marks Other cases i svgir\(f)gr? IRI(g%orjri?:cnoo;?aar:gg
| L ) the name.
Proprietor of Reg. trademark L p CG may c_)rdgr acompany’s Name shall be changed with
may make an application to CG name which is identical. —> in’ 3’ months.
—p| within three years of
incorporation of such company. Then such name shall be
| changed with in ‘3’ months
If CG approved name shall be of notice.

changed with in ‘6’months by

— .
passing OR. L»| Intimation shall be )
‘ROC’ withi :
PaN

It is to be inimated to ROC N
|_p| within 15 days of change of its

narme. @&@@

n Write a short note on “Entre@t provision in the AOA”.
S

Entrenchment provision in AOA

v

Need

v

To give more power to those having small number of shares.

v
v v v

Effect — Notice of insertion of
|, Such entrenchment provisions can be entrenchment,
} inserted at the time of incorporation (or) provisions shall be
— made given to ROC.
Dug Fo insertion on of Entrenchment _»| By amendment in articles by way of
provisions, alteration of AOA becomes
— more though than before.
1) Unanimous Resolution in case of
Just passing an SR is not enough for —» putcom
—> P g alteration g 2) SR in case of public company.
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n Explain the procedure for alteration of Articles of Association (AOA).

Procedure for alteration of AOA
I

Procedure

v

v

v

v ‘ v

Alteration
requires SR.

Alteration of articles
cannot contradict
MOA &CA 2013.

It applies
retrospectively unfil it

does not effect past

Alteration of articles along with
tribunal order. (if applies). shall
be filed with ROC within 15days. )

Such alteration shall |
be copied in every
copy of articles.

n Explain the limitations relating to alteration of AOA of a company

Limitation of altering AOA

v

v

v v

SR is must.

Cannot
override MOA.

Cannot override
Act & courts order.

Shall not allow fraud /
inflict headship on

minority.

v v

Alteration of AOA
shall notincrease
liability of member.

Shall not allow
an illegal activity.

P

v

r the benefit

It applies retrospectively until it
does not effect past actions.

% e company.
AR

n Explain fully the doctrine of UI@ and state its implications

NV

Doctrﬁsof ultravires & its Implications

Ultra vires = Beyond power or in excess of legal power

v

[A company can do only the acts ]

]

v

Implications

Within framework of MOA or incidental to
¥ its objects or

v

Ultra vires acts are void
and cannot be ratified.

Neither party can enforce the contract.

Authorized by the companies act

No claim — no compensation.

If a company does any act other than
Ly mentioned above, itis called ultra vires.

Directors does not have personal liability
unless they commit fraud.

purchase is valid.

Company’s Right over ‘ultra vires’

vires can be sued.

| p| Directors lending of money which is ultra
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Explain the concept of Doctrine of Constructive Notice.

Explain Doctrine of constructive notice

Docfrine of constructive notice

v

One limitation to this
document is DIM.

If a person deals with a company
which is ultra vires, cannot
enforced. against company.

MOA & AOA are public documents.

So it is presumed that everyone who
enters into contract with company is
aware of contracts of MOA & AOA.

This doctrine is favorable to
company.

n Explain the concept of Doctrine of Indoor management.

Doctrine of Indoor Management

Doctrine of Indoor management = also called Turquand Rule

| (G
v v N v
Accc::ii(ijr;grstc:j ;P;]il?ndoﬁ:ihne Conditions for applicabj '\ N Exceptions
cgumpany are allo?iued to ] (&&%“ |
a;?:;&:&:ﬁi:?;ﬁ;{;:& || Persons dwompa"y shall When the person dealing has nofice of
have (M\ A knowledge. _» irregularity

gyt

ShoWhave knowledge of . . .
™ irregularity to the person dealing. —p Clrcumstda:r?: S;?:;I?r:ggng:r:ry but not

It should be procedural or internal

_ ’ | If such acts are void-ab-initio(forgery).
irregularity.

Officer of the company with whom a
person dealt has acted beyond his
authority. E.g.: watchman signing cheque.

—» There must not be any ultra-vires act. | L

n Explain the Binding Effects of Memorandum and Articles of a company

Binding effects of MOA &AOA ]
|
v v v v

B/W members Between company & Between members B/AN company and
& company members outsiders

i T Y

- . AOA constitutes contract biw
There is a contract bfw Amember canfile asuit | ohere but 2 member can sue MOA & AOA does not
members & company against E_orrr:paflfny lf it deaLs n another member through create contract biw

. away whic n?ghp;c S members company or liquidator company & outsiders.
so members all liable to i representing company
company

So outsiders are not
liable.
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9. PROCEDURE FOR VARIATION OF OBJECTS OF PROSPECTS

What is the procedure for variation in terms of contract or objects in prospectus and
requirements that needs to be complied with?

v

v

v

Spec

passed through postal

ial Resolution shall be Notice

ballot

be advertised, placed on
company’s website (If any)

of such resolution shall

Such money raised through
prospectus shall not be used
for buying or dealing in equity

shares

Dissenting share holders
shall be given an exit offer

n Write about Abridged, Shelf, Red - herring prospectus.

v

[

[ Prospectus ]
|
v
Abridged ] Shelf [ Red-Hering

1

—>

—>

1

(A prospectus having salient)

A prospectus which covers more

v

|

A prospectus which excludes price

with abridged prospectus

re are new changes in
osition or any other

Both should have accompanied
with abridged prospectus

NN
V\l
Information memorandum + shelf

'Complete prospectus will be |
given to those who applied for
before closing date of issue

J

(For an underwriting agreementw
or when securities not issued
to public no need of abridged

prospectus = Deemed Prospectus

Money received before changes
shall be returned if the SH doesn’t
agree with changes

[Such money shall be refunded|

—>

kprospectus

within 15 days

J

features of prospectus —Pthan 1 issue over 1 year«\@@) ™ or quantum of securities offered

‘ ) AW )

Issued to reduce cost of issue |, SP shfafll be fil OC at the | [issue of RHP will not absolve
— ktlmeo st °?%\ company from issuing prospectus

Application for purchase of ) TSNS .

shares shall be accompanied An inf \ON%?Iemorandum shall be

RHP - filed with ROC before 3
days of opening date

Prospectus covers RHP

—>

Any changes bfw prospectus &
RHP shall be shown as variation
in prospectus

.

’~

After closure, Total capital raised,
closing price shall be filed with
ROC (prospectus)

\,

[Sec.28] (A)

Explain the concept of “Offer of sale” of shares by certain members of the company.

v

Meaning

v

Existing members selling
their securities through

Offer of sale
Member whose securities Any documentissued | | Therefore, all conditions &

are being sold collectively
authorize the actions taken

shall be a deemed
prospectus.

liabilities shall apply to this
offer for sale.

in this respect.

company.
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. Document containing offer of securities for sale to be deemed prospectus. Comment.

[Sec.25] (A)

[ Deemed prospectus]

v v v v

Meaning Effect ‘ Conditions Additional matters Signing

v 1

Any documentissued | | Such documents | | 1- Office of securities [ Consideration to In case of IH is
for the subscription of | | shall comply with shall be made with in 6 be received from ompany -~

its securities ofits 26(1) months from allotment issue house - Afleast 2

securities by the toissue house > directors in

company shall be 2. Consideration to be ( Time and place case of IH is

deemed to be a received has no‘F been| Ly where contract Firm

prospectus received at the time of took place between ||~ 2 % of farmers
allotment to issue comp anv &issue | /
house phoﬁse
n What are the liabilities for Misstatements in Prospectus.
Liability for misstatemen{#h-prospectus
ty g@g{\ p
NV
é\é @i!
ALV
{ X }
Criminal &S Civil
| &
N’ ¢
- Punishable u/s 36, & such persons
Fine are liable for compensation for all the
il P damaged persons

Not less than 6 months but may Amount involved in fraud If he does fraudulent he will get

extend to 10yrs, if public interest which may extend to 3 unlimited liability towards damaged

is involved, Not less than 3 years times of fraud amount persons

Exceptions
|
If such misleading If inclusion of such
statement is immaterial statements are necessary

Copyrights Reserved
To MASTER MINDS, Guntur
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State the remedies available against a company to a subscriber for allotment of shares on
the faith of a misleading prospectus. What conditions must be satisfied by such a

subscriber before opting for the remedies?

Remedies available to a person purchasing securities faithfully depending upon misleading prospectus

Remedies

v

v

v

As per CA 2013

A suit can be filed

Any action u/s34 or 35 or 36. ]

As per ICA,1872 Suit By
v R
Such contract are voidable at the
option of person whose consent Any person
was so caused.
] — Group of persons
Claim compensation
Who have heen affected by an
misleading statement or inclusion /
N Avcid contract. L p] omission of
Lyl Enforce the contract

©
&

not liable?

Who is an Expert? When is he lia

bleddy

N
C@%my mis-statement in the prospectus? When is he
(s

S

Rpert and his liability

—» CA CS

Engineer
—

Valuer

v

Expert report can be
included in prospectus
with his consent only &

not withdrawn his
consent before delivery
of prospectus to
register

r

CMA and any person
who has to power to
issue a certificate

v

Liability

Y

v

Exception

Only civil liability gets
attracted

] If he proves that it has given
without his consent

Has withdrew his consent
before delivery it to ROC

Copyrights Reserved
To MASTER MINDS, Guntur
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What is private placement of securities and state the conditions for issue of private
placement of securities.

What is private placement and its conditions

Private placement

v

Meaning

v

Means an effect of

v

securities to a
selected group of
persons by issuing
private placement
offer letter

Conditions
|
v v v y v v
Without Invitation shall ~ Any Money is Securities shall | | If not allotted
effecting be madetoa | | violation of payable other be allotted shall be
sec.26 maximum of $80.42 | | o by cash | | within 60 days refunded
company shall 200 leads to a mode by of receipt of within 15
issue private Excludes public issue subscribers application days (after 60
placement ESOP, QIB. money days)
offerletter |
Separate bank A/C - ¢
¥ shall be maintained If not interest @

12% from 60t day

v

v

v

Offer shall be made to
those whose name:

recorded prior todlital

NN

<\<§©

Return of Allotment shall
be filed with Roc

No need of public
advantage

n What are the limitations on mg\l@%%rivate placement by company?

W

Limitations of private placement

I ¢

v

Put. Placement shalll
be approved by SH
by SR.

—>

A

v

v

One SR s sufficient
for 1 year

Not more than 200

of security in priva

Explanatory statement annexed for
GM (for SR).
Shall disclose the basis for the price

te placement

Minimum value of
subscription per
person =20.0000

Company should
maintain records of
separate bank A/C.

Copyrights Reserved
To MASTER MINDS, Guntur
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6. ALLOTMENT OF SECRETIES AND UNDER WRITING

What do you mean by Allotment of shares.and What are the requisites of a valid allotment
of securities by the Company?

What is allotment and Pre Requisites of valid allotment?

Allotment

A4

Meaning

v

Means appropriation of

capital.

previously un appropriated

When application of
subscription of shares is

_’
it is called allotment.

accepted by the company

‘

Applies to both pvt.

.

placement & public issue.

»

v

Pre requisites of a
valid allotment

!

v

v

v

[ Minimum subscription ]

v

If not received
within 60 days

Amount stated in prospectus
as minimum subscription
should be applied for.

Minimum amount
payable on
application 25%of
face value or %
specified by SEBI

e
As per SEBI regulations %>
€

Refund of amount
within 10 days
otherwise interest

@ 15%.

(25% issue price).

(Or)60 days™(SEBI) (follow 60
days).

y

L p| 90%ofissue amount%
offer for s?%%zo ¢ ¢ ¢
(e _ 3| Shall file return of Listing Separate bank
Should d with 30 allotment as per permissions. | | account shall
days of I prospectus. PAS-3 within 30 be maintained.

n What is Return of Allotment? List the documents which have to be enclosed therein?

[ Return of Allotment ]

v

Company has to file

ROA within 30 days of
allotment in form PAS-3.

v

Attachments

v

!

T |

List of allotees duly

certified by signatory.

In case of bonus issue which
requires SR. Such copy of
resolution shall also be filed.

—»

In case of part of the
consideration other than cash

A copy of contract regarding
such part consideration shall
also be attached.
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3 When is an Allotment of Shares treated as irregular allotment? State the effects of an
’ irregular allotment?

Irregular Allotment &lts effects

Irregular allotment

|
v v

Meaning

Effects

! v

An Allotment of shares in
violation of sec.23, 26, 1.
39 & 40 is called an

Due to violation of sec.26 maters to be contained in

‘ prospectus.
irregular.

—  Officer in default

—  Fine: 50000 -3L (company)

1. Imprisonment — up to 3years.
2. Fine: 50000-3L.

2. Due to non-receipt of MS

— Shallbe refl@;{vithin 30 days (60 days SEBI).

N

3. Dueto i listin

- A -50L (company).

—P % er in default. Imprisonment up to 1 year.
(N ne: -50000-3L.

ON V\@

Define the term underwriti

and state the circumstances in which underwriting
commission can be paid as per provisions of sec 40 of companies act 2013.

[ Underwriting and conditions relating to undenariting commission ]

v

|

v

It is agreement b/w company &
3rd parties who promises to
subscribe or get investors to
subscribe company’s
securition for a consideration
called undenariting
commission.

Underwriting commission Conditions as to
commission
—— ]
|| Padforriskbomby 1| [ Shoud be authorized by AOA
J It is to be paid irrespective % of commission should not exceed
of underwriters took up | the % specified in AOA. As well as
—> securities or not 5% in case of shares and 2.5%in

case of debentures.

Can be paid out of proceed of issue
or out of profits.or both.

IPCC | 37e | Flowcharts | Company Law




MASTER MINDS

No.1 for CA/CMA & MEC/CEC

What is a Depository receipt? Discuss the provisions of the Companies Act, 2013 and
rules relating to issue of Global Depository Receipts (GDR) by an Indian Company.

Depository Receipt

v

Meaning

v

ADRis Negotiable FI
issued by a bond
Representing foreign
company’s publicly traded
securifies.

v

Conditions for issue

v

Manner of issue

y

Non applicability

]

DR’S are kept in custody of
custodian Bank

BOD Resolution. Can be issued by
1. Public offer
- 2. Pvtplacement
_’
SR in GM to be passed. 3. Any other manner
r - prevalent abroad
Company shall appoint
depository Bank
oveﬁ:{gi isesFL(::; gré,san Depository Receipts can be
issued a fresh or can be

issued against existing shares
held by SH'S

Compliance FEMA Rules.

.

Then amount Raised through
issue of DR is routed to SH

el

Account.

Rules issued by RBI shall be 3
complied. §§
22\
A Report stating comph m
Merchant Banker, CA A shall

be placed at thf\

By shareholders in
accordance with such
conditions as the CG/ R.B.|
on a prescribe or specify from
time to time

No need of
compliance with
sec-26

Name of ODB shall
be entered in ROM.

—>

What are the provisions relating to listing of securities on stock exchange and
consequences of failure to get the securities listed?

[Provisions relating to listing of securities on Stock Exchange ]

Provisions

v

! v

v

v

Every company shall be
making public issue shall
apply for one or more
recognized stock
exchanges. For frading.

Prospectus should
contain the names

of such stock
exchanges.

Money received on
application shall be used
for allotment or to refund
in a separate Bank A/C.

Any condition which
binds applicant and
which is violating any

Penalties

!

recruitment is void.

Company - 5L to 50L
Officer in default;
Imprisonment;

Up to 1 year or
Fine: 50k to 3L or both.
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1. DEPOSITS

- Define the term “Deposit”. And. Explain the provisions relating to acceptance of deposits

from Members as per the Companies Act, 20137 (Sec 73)

Deposits
I
Definitions -2(31) Acceptance of deposits
v |
Deposits include any receipt of money ¢ ¢
by way of deposit or loan or in any other From its members From public
form but does not include such
categories as may be prescribed in # *
consultation with the RBI — Pass special resolution No company shell accept or
¢ —  Comply with rules of RBI regarding renew depo§|ts from public in a
a) terms & conditions manner provided u/s 73 to 76 A
Amount received _ b) repayment of deposits with interest v
1) From CG, 8.G or LA, source in subject to following conditions ) )
guarantee of C.G or S.G. i) lIssue circular about financial Exception to the following
2) From F.G, Foreign international position, credit (Zating, no. of companies
banks, multi-lateral fist to the depositors, . GrdddP due on
pI’O\IiSionS of FEMA act 1999. previous de \k to its members
3) Asaloanfrombank, F.I. ii) Fileacg cular with ROC. —»{ Banking Company
4) Against issue of commercial paper. iii) 21 % amount of deposits
5) From other company. in FY. shal be -
8) Towards subscription of securities. d in seheduled bank -  Non-banking
7)  From director of the company ed as deposit repayment financial company
8) Onissue of bonds/ debentures. eserve.
8) From employees of company. % Provide deposit insurance. _p|  Ahousing
10) Amount brought by promoters of the V) Creat it f ¢ finance company
company by way of unsecured loan in ) reate sgcunty or repayment.
accordance with the stipulation of any Vi) Certification of no defauit. Other company
lending F.I or bank. ‘ — specified by
11) By Nidhi company U/S 406.
12) In course of business. Damages for fraud
13) Any non-int bearing amount received
and held in trust. v

Fails to repay deposit or interest, & proved
deposits accepted with intention to defraud then
every officer of company personally responsible

without limitation liability for losses suffered by
depositors.

Copyrights Reserved
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Discuss the provisions of the Companies Act, 2013 with respect to acceptance of
deposits from public by certain companies (i.e. Eligible Public Companies) having high
net worth or high turnover as may be prescribeds? [Sec 76]

[The companies referred u/s76 means public companies having ]

—  Net worth = 100 cr (or)
—  Turnover = 500 cr

Accept deposits after satisfying following conditions

v
v v v v

Complying condifions - [ Rules framed by C.Gin ] Obtain rating during Create charge on its

uls 73(2) consultation with RBI. the tenure of deposits. assets

* Private companies prohibited to accept deposits from public.

Explain the Punishment for contravention of sections 73 or 76 (Sec.76A)

O
N
Punishment for contrwentié@tions 730r76
O\
ALY
v S v
Company @ Officer who is in default
v v

In addition to payment of Punishable with imprisonment —up to 7 yrs.

deposit & interest due. (or)
¢ Fine from 25 lakhs to 2 cr
(or) both.
Punishable with fine ¢
from 1 crto 10 cr.
If officer does above act knowingly / willfully
then he shall be liable u/s 447.

Copyrights Reserved
To MASTER MINDS, Guntur
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Define the term “Membership”, and. Explain different ways through which a person may
become a member.

What is membership and ways of becoming a Member

Membership

v

v

Meaning of a member

v

>

Subscriber of MOA.

>

Person who agrees in

writing to become
member

v

[ Ways of becoming a member]

v

A

v

!

v

By subscribing | |By application &| [ By transfer
to the MOA. allotment in (secondary
primary market market)

By way of
transmission

By estoppel

—p

Beneficial owner in the

records of depository

@
&

n Explain the position of a minor in relaggp\\@:btaining membership in a company.
Sy

Explain pl@ relating to a minor becoming member
AN

%V”

Provisions

v

As per ICA.

N

v

As per company’s
act, 2013

—»

Membership leads to
a contract b/w
member & company

v

v

If company allots
shares to a minor

Consequences of
attaining majority

As per sec.10 minor
is incompetent to

_>
contract.
So, itis void- ab-
—» initio.

A minor ¢can become
amember on the
following conditions

—»

Fully paid up shares

Application on behalf
of minor by guardian
for the minor’s
benefit.

Company shall strike
the minor's name.

—»

Shall refund entire
money

Minor does not
automatically become
a member

-

Minor may restore the
benefits only on court’s
order

>

If minor does anything
representing accepting
of membership, he
then will become a
member

L

minor incurs no personal

liability even his name
appears in ROM.
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When Membership ceases?

Ceases of membership

v

v

v

v

v

When one When shares are forfeited, When redeemed When contract to take If 8H becomes
transfers his surrendered or sold to shares is rescinded insolvent
shares enforce a lien.

Can a Public Limited Company becomes a member of another Public Limited Company.
Comment?

Can a Public Ltd Company become a member of another Public Ltd. Company

Provisions

v v v

No company either by itself or through Exceptions
its nominees shall hold sharegéh.its |
holding company and no

A company become a
member of another if it is

authorized by its MOA.

shall allot shares to i ry If if sub-company holds shares
as legal representative of

%\3\’ Decreased manner.
C% > Holds shares as a trustee

4

—>

Such shares are being holded
even before it becomes
subsidiary.

v

n Explain the provisions of preservation of Register of members {(ROM).

Provisions relating to preservation of ROM

provisions

v v v v

Foreign register
shall be kept in

Copies of all AR and copies
of all certificates and

Preservation

and custody Foreign registers shall be

maintained permanently

documents annexed shall be less it s discontinued custody of CS or
¢ preserved for 8 years. uniess 1tis discontinued. person authorized
by board.

The ROM along with index
shall be permanently
preserved in the custody of
CS or person authorized by
board.

Foreign Register. of DH
shall be kept for 8 years
after redumption
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m Explain the Rules of maintenance of Register of members (ROM)?

Rules with respect to maintenance of ROM

rules

v

Entries in ROM shall be
made with In 7 days or
after the approval of duly
constituted committee
regarding such transfer

oy

ROM shall be kept at registered
office or

Any other place with SR.

v

v

L Place where 2 1_/10 of members
reside

A copy of proposed SR shall be
filed with ROC, at least 1 day
before date of GM.

If any ratification is
made as per order
passed by competent
authority, necessary
reference shall be
given in respective
register.

If in case of listed
companies, if securities
held by the promoters
are pledged then such
details shall be enforced
within 15 days of such
event.

v

In respect of JVC.

7 @

Any pledge / hypothecation details of securi?@;
promoters towards JVC shall also be entere@ithid’15 davs.

PN

Explain the provisions Relating@ntenance of Register of members (ROM).
X
N

Maintenance of ROM

Provisions

v

! v

v

Every company shall

Such registers also

The register maintained by

Foreign registers.

keep and maintain

]

include index

depository is deemed as

register under this act.

A company if authorized
ROM for each class of by its AOA can maintain
|| equity and preference ROM outside India. Of the
shares members residing outside
India
| Reg ofDH v
Failure to maintain registers
Reg. of any other ¢
| security holders Company & every officer 50000 to 3 L.
In case of continuing offence. 1000 /-day.
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Discuss the provisions of the Companies Act, 2013 relating to closure of its register of
members and related rules made thereunder?

Discuss provisions relating to closure of ROM

Provisions of closure ]

\ 4
With previous notice

v

With out prior notice

A 4

A company cannot
close > 45 days &

30 days at a single
time subject to 7 days’

Any company violating
said limits, the company
and its officers are liable
to a penalty of 5000 per

day subject to 100000

(maximum)

prior notice.

&

v

Companies
management rules

v

Public company ]

]

) 4
Private company

v

A company closing the register shall
give 7 days’ previous notice as per
SEBI guidelines.

[ Notice is sufficient no
need of advt.

if it is
in

listed advt. shall be given

B News paper.
5\ ish on website noticed by C.G

any’s web site.

:@hnd on comp

9. SHARE GAPITAL

What are the conditions that needs to be satisfied for issue of Equity shares with
differential rights?

Conditions

v v

v

v

v

v

There should An OR shall be

be AOA passed (in case

authorization. listed company
OR shall be

passed through

postal Ballot).

The shares with
differential rights
shall not exceed 26
% of post-issue paid
up equity share
capital

Company should Company has
have distributable | | not defaulted in
profits in past 3 | |filling FS & AR in

years. past 3 years.

v

Company has not
defaulted in paying
dividend to SH,
Repayment of deposits,
redemption of pref. shares
or debentures or statutory
payment respect to
Employees, creditors the
amount to IEPF.

v

v

It should not be
penalized in last 3 years
by RBI, SEBI, SCRA,
FEMA.

Cannot convert existing
equity shares into equity
shares with deferential
Rights

The SH shall have
same previlizes as
normal ESH.
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n What are the provisions relating to voting rights of members?

Provisions relating to voting rights of members

Applies to all
v v v v
Equity SH Preference SH. Voling rights are if dividend to PSH is If calls are in arrears
available in not paid continuously or company
¢ | proportion of paid | | for two years they will exercised lien right
[ Can cast his vote on | ¢ ¢ up capital get same right of equity on shares, then
every resolution Can cast his vote || Resolution for SH. company can
placed before the on those winding up or subsume voting
company either resolutions which repayment of rights.
personally or through | | attach to this right ESC.
proxy

n Write about “issue of shares at a premium”.

Issue of shares at premium

| o
RUI&§®@

*\;&“
y J N v v
Meaning CA does not SWm shall be In case of sec-133 Application of SP
specify any < d to securities companies SP can be other purposes
¢ regulation Qremium ALC. used for (1), (3), (5).
If IP> FV then N v

shares are said to be
issued at premium

v

Considered as reduction in
Such premium can be used for share capital as if SP is the

| paid up SC of the company.

v v

{

1. Issue of fully 2. Preliminary 3. Discount on 4. Premium payable | [ 5. for buy back
paid bonus expenses issue of shares or on redemption of
shares Debentures shares or debentures

n Explain the provisions of Conversion of shares into stock. [Sec 61]

Provision of conversion of shares in to stock

|
v v

v

Company cannot directly issue Within 30days of On conversion Company & every defaulting
stock.it can convert fully paid up conversion notice shall be shareholder’s rights are officer is punishable with
shares into stock filled with ROC. not affected 1000/- per day or 5,00,000
whichever is less.

This requires autherization in ACA &
CR at G.M

\
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ﬂ What is meant by sweat equity shares? What are the conditions to be fulfilled by a

company proposing to issue sweat equity shares? (Sec 54)

Sweat equity shares

|
v v

Definition Conditions

v |

These are issued by company
to its directors or employees at
discount or non-cash
consideration in return for their
know-how, value additions.

Shares being issued shall be of existing type of shares

Authorization through SR

Such resolution shows no. of shares offered, current MP and
—» consideration, to whom issued.

This equity shares can be issued by a ccompany which completed
1 year from incorporation.

-

if it is a listed company, it shall follow SEBI guide lines
if unlisted shall follow /c)ompany’s rules, 2014.

QP

n Issue of further shares to persons other }gi@%ting Equity Shareholders?
AN

Issue of Wer than existing SH
N
Cases
|
v v v v v

When existing To employees with SR in To outsiders with Options to convert deb / Conversion of loans /
shareholders case of Itd company and SR loan into shares if such debentures into shares
decline the offer ORin case of Pvt. Ltd loans / debentures is due to government
company. earlier approved by SR. | | directions which may be

as per public interest

Describe the procedure to be followed for reduction of share capital.

Procedure for reduction of share capital

Procedure

v

v

4

v

v

ASRistobe
passed ufs 100

An application to the
court shall be made u/s
101 for an order
confirming reduction.

Then the court must
verify or seftle. List of
creditors who are
entitled to object.

Court may allow time
for creditors who
does not raise their
objections.

Court may dispense
with consent of the
creditorif he is
sufficiently provided
with provision.
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Share certificate

v

Meanin

"

oy

>

-

A certificate under the common sea

of the company signed by 2

directors and CS, specifying shares

held by one person

A duplicate may be issued if SC
is lost or destroyed, defaced,
torn and mutilated.

v

Time limit for
delivery of SC.

It shall be issued by every
company.

.

Shares held in depository form
- record of depository is prima
face evidence.

Subscribers — 2 months from incorporation

allotment — 2 months from allotment

Transfer / transmission- within 1 month
Of receipt of instrument of Transfer. Or
intimation of transmission.

—»

Debenture — with in” 6" months

Can a company purchase its own shares? Can a company give locan or financial
assistance to purchase its own shares?

Sk

v

No company limited by shares
or by guarantee having share
capital shall buy its own
shares. & no public company
shall give financial assistance
for purchase of securities of the
company or its holding.

Rules
CaN
NN
on g *
Excepti /\?? Loans can be given to Penalty for
employee (Excluding confravention
RS BOD, KMP) for an 1
N . amount < 6 months’

Lendingby banks in tary |/ c 1L- 251
ordinary course of salary / wages ompany = 1L -

business

Default officer — up to 3
years’ imprisonment.
— Fine of 1L-25L.

No applicable to Pvt. Companies.

e

In whose capital, no body corporate has inserted ]

Borrowings of such company is = 50 cr or < 2 times
> paidup s

hare capital whichever is lower

P

Company is not in default in repayment of borrowings.

Copyrights Reserved
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n What are the sources for buy back and its requirements?

No.1 for CA/CMA & MEC/CEC

Buyback

Sources of funds for Conditions for buy The explanatory
buy back back statement for GM
| | shall include
— |
| Free reserves or _» AOA authorization
| All material facts
_., Securities premium A/C. 4>{ SR
\ Need for buy back
—»
N If Buy Back amount
| Proceeds ofissue of £ (PUC +FR) Board resolution is sufficient
oA shares or c.>t.her Cases of shares intended to
—
specified securities. r buvback
Buy Back = < 25 % PUC +FR Y
> Equity By Bock.
= 95 9% of ESH. N Amount invebste(; under buy -
\. J ac
L Post Buy Back debt equ@
Ratio =< 2: 1(\& Time limit for completion. = 12
(&\\\3 —p months from date of SR.
S B0u
Only fully paid shares eNbdught back.
(Ol s LG boug
LY
Ifitis alisted \% SEBI regulations all
—> &b followed
5 = ]
—p| There shall be 1 - year gap between two
buy backs.
From whom to A declaration by Bought back physical Maintain Buy Back If the buy back is
be bought back board that the securities shall be Re isteryfor from CRR shall be
company won't destroyed within 7 | [ Rgcor din created for an
] become insolvent days. 9 amount equivalent
— within 1 year - to FV of shares
Existing shareholder_s Return of buy back bought back
on proportionate basis | with ROC within 30
days.

Open market

[ Employees to whom
granted under Esop.

.

Copyrights Reserved
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n Write about Pre- Emptive Right?

Write about Pre-Emptive Right

v

|
v

v 4

Whenever a company goes for
public issue, before such issue
the company ask the existing
shareholders to subscribe this

The shares are offered to
existing shareholders in
proportion to their paid up share
capital.

For this the company
shall give notice
regarding no. of shares

If AOA provides,
such share offering
can be renounced by

offered and time period
for acceptance.

10. GALLS & FORFEITURE / SUURRENDER OF SHARES

n State the rules for making calls and provisions relating to payment of calls in advance?

existing SH.

right of subscription is called
Pre — Emptive Right.

[ Rules for making calls and provisions relating to payment of calls in advance ]
I
Calls in Advance
G v ~
§® A Company may accepts calls in advance if
&@ authorized by articles from any member

4

It is a demanded by
the company to pay

+

Rules

the part (or) whole | _ ¢ N ) 2. Member can’t get voting right on calls in advance
unpaid amount on , gL ¥ until the amount has been called up.
h 1. BOD done is empowered call.
share This power can't be to any| |3 Interest:

person. a) payable as per AOA

b) if there are no profits —-pay out of capital
c) Rateas pertable — F of sh-1=12%
4. Onwinding up, itis paid before the sh. holders

3. Board resolution must specify the amount
of call and time for payment

\ J

n State the provisions relating to surrender of shares.

[ Provisions relating to surrender of shares provisions. ]

[Surrender of shares ]

|
v

x ‘

4
—

No Meaning [ Circumstances [Surrender is invalid ] Here assent of
cons_ideration SH exists
exists for ¢
surrender " ; i ; i
Return of partly paid up shares Surrender is 1. fully paid-up shares are surrender without

sanction of the court
2. Surrender amounts to purchase of own

by sh.holders voluntarily to the
com.For cancellation of shares

justified in case
of partly paid up 2

shares shares
3. 3. ifreleases the member from future
+ liability
Articles Empower the directors to accept the 4. 4 Fully paid up shares can be surrendered

surrender of shares for exchange of new shares

\. /
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Write the provisions relating to forfeiture of shares.

Provisions relating to forfeiture of shares

[ Forfeiture of shares ]

v
v v !

Itis a remedy for non-payment of [ Procedure &conditions ] [Regulation as per Table F J
calls (or) other sums due in respect ¢ ¢
of shares including premium . < .
] 1. This power exercised only if|f4 R 28 Given notice to sh. holder prior to
¢ it is expressed in the AOA forfeiture
. 2. It must be exercised in bona
Consequences: fide interest of the company and|[2. R-29: In notice specify a day to make the
» holder of such shares ceases to| | ingood faith payment of call money (i.e min 14 days from
be amember the date of service of notice) and specify day
e amount already paid stands| ™ / for forfeiture if fails to make the payment within
forfeitured the time specified in the notice.
* itdoes not amount to reduction 3. R-30: Pass Resolution in the Board
R-31: forfeited shares sold (or) dispose as the

Q board thinks fit
@ 5. R-32: Liability on forfeited shares shall cease
\% when company received payment in full
% 6. R-33: Declaration of forfeiture is conclusive

%% evidence of the facts there in stated as against

all persons claiming to be entitled to share.

Effect of forfeiture

Cancellation of shares ]

[ Cessation of liability ]

[ Can be reissued ]

Copyrights Reserved
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T1. TRANSMISSION OF SHARES

n What is Transfer? State the procedure for Transfer of Shares?

Transfer
|

]

Voluntary passage of Rights & duties L »|  Applies to all companies.
L of member to another person who - -
wishes to be a member Transfer must be through proper instrument duly stamped, dated &
> executed. )
Y Shares are movable property.

Share certificate or allotment letter shall also be attached to the

> instrument.
_’r Within 60 days of execution such instrument shall be submitted with )
company
=
N If such tran@ﬂment is lost company registers transfer on terms
of indemnity.
A y
NN
5 shall deliver share certificate to the new transferee within 1
S month
2N
&/

N\
§§ for non-compliance.
Py Penalty to company — 25000 to 5L

Officer in default - 10000 to 1L

n Explain the meaning of “Transmission of Shares” under the Companies Act, 20137

Transmission

I | |

. Procedure
A transfer which occurs due to

P death, insolvency or liquidation |
of Reg.SH

Nominee shall send notice to company saying that his nominee along
with death certificate of deceased member.

|y Then nominee gets the shares

A Company is obliged to register transmission only on receipt of
intimation of transmission.

Nominee can also transfer to a
third party

_p| Legal representative won’t get voting rights unless his nominee is
registered.
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What is Blank Transfer?

Blank transfer
v v ‘ v v
When a shareholder Purpose Effect Disadvantages So, blank transfer is not
makes a transfer of valid as per provisions
his shares without ¢ ¢ 1 of company’s act which
intimating none of i A . requires proper
the transferee is Transfer between Trar:jslfj;ree wil PhOt ger: Avoidance of stamp instrument, delivery,
called blank transfer. persons will b(_e (_jone gooa 17 even toug B duty stamp duty etc
frequently.so it is to he obtains itin good :
just do a sign by faith.
transfer during Concealment of identity of
. transfer. ) real owner
Ll Evasion of tax.
n What is Forged Transfer?
Forged tra %@/@)
N

Atransfer in

which the sign
of the transferor
is forged

> v
Position of
parties

v

Original owner

v

-

Can compel the
company to restore
his name in ROM &

can claim dividend of
intervening period.

Transfere

v

v

Company

Innocent purchaser

v

Doesn’t get a good

Restore name of
original owner

title, eligible for
compensation if

acted in good faith.

Shares Alc
with him.

v

Liable to purchase
innocent
purchaser

Shares are

transferred

Company can transfer SC
and struck of name of
transferee and heis liable
to indemnify the

company.

Company can recover
damages from
transferee (forged)for
any loss of innocent

purchaser
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12. DEBENTURES

- Discuss the manner in which a Company may issue debentures according to the

provisions of the Companies Act, 2013.

Provisions

v ¢

v v

v

Canissue Debentures Redemption period — 10 | | A debenture trustee shall Debentures always be
convertible shall not have yrs. max _ be appointed. before secured. so a charge
debentures with SR. voting rights. Infrastructure IsstuIZtOf fr:°5p§gté‘3 ano:c shall be created on

companies - 30 years no ezrallo?r:ent ayso movable / immovable
' property of company.

DRR shall be created _4 Non - compliance CG may

prescribe such
: other Rules.
Redeem or pay interest as —ﬁ Officer in default

per the terms & conditions

Impn'sonme?é—\up to 3 years

Ly Fing ZNS Y~
AN

any to create debenture redemption reserve

Write the rules relating to duty of t
[DRR]. Q\

— Shall be created out of profits.

—y| All India financial institutions Regulated RBI need not maintain DRR.

L] NBFC registered with RBI & NFC shall maintain 25% of debentures as DRR.

] Not required for privately placed debentures for NBCF Registered.

—»| Other companies: 25% of value of debentures.

|_p| Listed companies whose debentures are privately placed - 25%.

Maintenance of liquid assets:

—» A sum of 2 15 % of maintain debentures for next year shall be invested in a
scheduled bank, unencumbered securities unencumbered bonds nofified by
Indian trust act ,1882.
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Elaborately discuss the provisions relating to debenture trustee under the Companies

Act, 20137
Provisions
|
Every company making Written consent shalll Disqualifications to D.T Duties of DT
offer to = 500 members for be obtained from
debentures shall appoint a such trustee. g |
debenture trustee. :
¢ One who beneficiary holds shares in Protectinterests of DH
Statement to that g company
?ﬁ?(;tc::p(;?}rtﬁ?rf]gf Promoters, KMP, employees of Redress their grievances
debenture issue. — company or its H/S/A.

Who is beneficiary of money from
L, company other _than DT
remuneration

One who is intended to the
— company or its H/S/A.

Has financjal relationship of

2 2%0f overlncome.

o

v

Where if DT find's the company’s
TS resources to repay debentures is
: \:\\\) insufficient, he may file petifion
If he is found gﬁlty or before tribunal.

Fails to show diligence he is liable for the loss of DH
which can be ratified by consent of 3 /4 th of DH.

To MASTER MINDS, Guntur
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13. CHARGE

What is a charge under the Companies Act,
charges?

20137 What are the types of

Types of charges

Meaning of charge [sec 2(1b)]

v

v

An interest or lien created on the Includes a

property or assets of a company or mortgage
any of its underwritings or both as

security

[ “Charge” ¢an be created on ]
Immovable property Tangible (or) % Whether such property
(Or) Intangib Qb situated in India or outside
Movable property outside India

WY
/@@§

éé\%\gsiﬁcation of charge

)

S |
NN\

v

Fixed charge ]

v

¢ Charge which is
expressed to cover
specific property like
land, building etc.,

s  Possession of the
property remains with
the company, subject to
rights created by
charge.

W

v

[ Floating charge ]

!

Equitable charge

Charge that deal with any one of the assets in the ordinary course of

business.

Essentials of floating charge is that

It remains Dormant Until the under
taking (or) Charged ceases to be
a going concern,

Until the person Whose favor
the charge is created,
intervenes.

Copyrights Reserved
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' What is crystallization of floating charge? And state the circumstances under which

floating charge becomes fixed charge.

Crystallization of floating charge

¥

Right of the company to deal in assets, which are subject of floating
charge. comes to end

Crystallization of floating charge

v
v v ! v

If the Company is wound Company ceases to Where a receiver Where company defaultin
up, even voluntarily. carry on business is appointed payment in accordance
with terms of charge

Explain the procedure as to Registration of Charges?

Procedure for Registration of charge

v &
{ ! & |
Itis the duty of the company, Issue of certificate of @ Consequences of Date of nofice of

to register the particulars of registration by ROC non-registration charge
charge by submission of: ¢ & ¢
a) form signed by R |

holder. with the ROC ate of is registered u/s. 77
. e such charge shall not he taken )
b) itr?gtig:ﬁ(rants \#Itgn v:tnhtﬁ registration is 1 ™ o account by liquidator or any then it shall be
: Y. a) the company or other auditor deemed to have a

the ROC within 30days b) to the person in whose notice of charge

of creation favour charge is created.

company &  charge | | Where a chargeéi§§%§ed If charge is not- registered, then Where any charge
to

In other words unregistered
charge holder assumes the
status of “unsecured creditor
—> “against liquidators & creditors

Discuss the recourse available to the charge holder according to the Companies Act,
2013 for non registration of charge created by the Company

Recourses available to holder in case of non-registration of charge

!
v v v v

If company fails to The register shall give The registror may within The register shall not allow
register charge notice of such 14days, allow the the application of charge
within 30days, the application to company registration of charge holder,
charge holder may i) the company itself
make an application register the charge
to registrar ii) if the company shows

sufficient cause that the
charge should not be
registered.
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n Explain briefly the provisions relating to “Modification of charge”.

“Modification of charge”

!
v v

“Modification of charge includes * If the rights of a charge
i) variation of terms of agreement holder are assigned to
i) variation of rate of interest by mutual athird party

agreement (or) by operation of law

Provisions contained in sec 79 of the companies Act , 2013

v
v v

Whenever the terms & conditions are modified, it Provisions applicable to the
shall be duty of company to send the ROC the registration of a charge u/s 77, shall
particulars of modification & aet reqistered apply to modification

Provisions contained in the companies (registration of charges)

Where the particulars of %: [ The certificate issued by register

modification of charge is shall be the conclusive evidence

registered u /s 79 , the %§
register shall issue a %
certificate of modification of &
charge @Q))
\ ) NS

4
gg\?xamples of modification

!
¢ Y ¢ ¢

Varying any terms & conditions in creating a Change in the Repayment of
the agreements pari-passu rate of interest schedule of
charge loan

- Write the penalty for violation of provisions with respect to charges under Companies
Act, 2013.

Punishment for contravention

v

If the company contravenes any provisions
relating to registration of charges

i | |

Compny shall be punishable with Every officer shall be punishable with
fine which shall not be less than Rs. & i) 6 months’ imprisonment(or)
1 lakh but extend up to Rs. 10 lakhs ii) Finer25,000 to 1,00,000 (or)
i} both.
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Explain briefly the provisions relating to “Satisfaction of charge”.

Satisfaction of charge

v

v

!
v

v

A company shall give Notice to charge If any cause is shown | | Power of register to record
information to register in holder by registrar by charge holder satisfaction of charges shall
prescribed form, within 30 Register shall not effect;
days a) record a note to | | @) the power of registar to
Register on receipt of inimation, that effect make any enfry
—»  send a notice to charge holder b) shal inform a satisfaction of charges
company in the register.
Calling upon him to showcase, b) othewse tha_n on
|_»| within such time as specified receipt  of ~infimation
from the company
If no cause shown,
Register
g May order “memorandum of
satisfaction
* Inform the company to done so.
L] However, no notice shall be sent to
charge holder

&
@ 14. GENERAL MEETINGS -1

Explain the provisions of the Act /Wi %egard to holding of an Annual General Meeting
(AGM) by a Company.

s
%\5’
Provisions
|
Except OPC, 1t AGM Except for f AGM — not fional holid
- : - not on national holida
all companies = within 9 months of First AGM, :
shall conduct financial year Closing ROC may extend Between 9 AM — 6 PM
AGM i
. Y (starting).
Subsequent AGM. Aperiod of 3 At reg - office or
Within 6 months of the o Some other place in
, Conducting GM Which company situated
date from closing of F.Y. For a valid reason
—  Gap between two AG
M'S < 15 months.
Govt. company, can conduct
—> as per govt. Rules.

Copyrights Reserved
To MASTER MINDS, Guntur
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n What are the provisions relating to Extraordinary General Meeting (EGM)

EGM

v

v

v

v

AGM which is nota GM is
called as EGM.

]

In a company every
| decision is taken
through resolutions

So, it is not possible
To wait for the AGM,
> To take decisions
immediately.

So, EGM will be
g conducted.

Can be conducted by
BOD on their own
Or —»
Can be conducted
At the request of
members
—
_’

Such SH shall hold = 10
% of paid up share
capital,

2 10% of voting power
in case company does
not have share capital.

Company shall call for
the meeting within 21
days of requisition &
conduct meeting within
45 days.

Requisition shall be
sent to company signed

by requisitions.

Discuss the rules relating to calling of EGM b

isitionists.

A

E%’\bm?sitions
N

Rules

QA

A
S

v

v

v

v

v

If meeting is not

v

Such members
shall give clear
notice of 21 days
either in writing
or electronic
mode

Such notice shall

Notice of meeting
shall be given to

specify place & date of | | Such notice shall | | No need to send
GM which is generally be signed by all explanatory members whose BOD,
atreg. office and requisitionists or statement with hames appear in requisitionists can
during business hours authorized notice of the ROM, within 3 days get ROM from 21st
& along with intention persons. meeting. from date of - 45 days from
of SRif any. requisition. date of requisition.

convened by

What are the statutory obligations of a company in relation to notice of GM as specified
under sec. 101 of the Companies Act, 20137

Provisions relating to notice of GM

v

v

v

v

Any decision taken at GM is
valid only if notice as to such
meeting is duly served.

Notice must be given properly
by summoning authority.
(BOD). To every member,

auditor, director.

Notice need not be
given to preference
shareholders

Non-receipt or accidental
omission of notice will not
invalidate the meetings.
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meeting?

What are the provisions of the Companies Act, 2013 relating to service of notice of a

Provisions relating to service of notice

v

v

v

v

v

Y

Mode Joint holders A member who When a notice is An advertisement is

request notice served through post, Notice is to be sufficient for those

¢ ¢ through a it is deemed to be served to the who doesn’t provide

- particular mode effected in case of | | registered office of address for
Post & electronic WTtose NAME {1 shall be made if | | Notice of meeting on member correspondence
& by hand 1 appears charges for such the expiry of 48
mode is hours. Since the
compensated posting of the same.

Write a short note on “Report on AGM”. Also discuss the rules relating the Report on
AGM.

Write about report on A%
P PN
R
Ru \§

2z
v IRPANZ v

Every listed company shall Penalty for Rules
prepare report saying that \Q@V |
the meeting was conducted ~

as per the provisions of this

act and file to ROC within 30 Company -1L-5L ] This is to be prepared in addition to minutes
days of AGM.
Every officer 25,000 —» Signed by chairman of mesting. And 2 directors (MD & CS)
-1,00,000
—p| Date, day & hour and venue of AGM.
—p Confirmation with respect to appointment of
| Confirmation of quorum.

Business transacted at the meeting.

v

Confirmation of compliance of provisions.

Copyrights Reserved
To MASTER MINDS, Guntur
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When is an explanatory statement required to be annexed to the notice calling the GM of
a Company? Also discuss the provisions relating to the explanatory statement.

Provisions relating to Explanatory statement

Provisions

v

Why?

v

To bring all the
matters to the notice
of SH which form the
basis for their option

v

When

v

y

v

v

Contents

When a special
business is going to
be transacted ata
GM.

If such special business

reflects a company in 2

2% shareholding is held
by promoter, director,

Time & place for
inspection of
documents relate to
above specified
transactions shall
also be mentioned.

If this matters are not
specified and if
promoter, director, MP,
got benefit, it should be
reimbursed as well as
penalized with 50000 or

5 time the amount

\.

~

v,

KMP of this company.

In the transaction in
which promoter, director,
KMP, have special
interest.

QP 15.GENERAL MEETINGS I
$

NN
What is a resolution? Briefly discuss @assiﬁcation f kind of resolutions according to
Companies Act, 2013.

v

AN

KX
¢ @ Res<|>|ution

v

v v

A company Classification Notice of meeting SRis to be filed Votes may
expresses its | where SR is to be with ROC within be casted
will through * ‘ passed shall 30days. Through any
resolutions. include the actual mode.
[ Ordinary resolution ] Special workings
¢ resolution

v

Votes cast in favour
> 3 times votes cast
against

Votes cast in
favour > votes
cast against

Copyrights Reserved
To MASTER MINDS, Guntur
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special notice to the company by members

' Write about “Resolution requiring special notice”. Discuss the rules relating to serving of

Resolution requiring special notice

Rules

v

When a SH
wants to moves
aresolution
either OR or
SR, he has to
give a natice to
the company.

Eligibility

v

SH having =
1% voting power or
25L share capital
which is paid up

v

v

v

Date of notice

Y

Not earlier than
3 months of GM
but at least
before 14 days.

42

Company shall send
notices to remaining
SH at least 7 days
before GM, like an
ordinary notice, if not
possible advertisement
shall be givenin
English newspaper and
vernacular news paper

Resolutions requiring
special notice

-]

For appointing an
—» auditor other than
refiring auditor

For non-re-
—» appointment of

retiring auditor.

For removal of
director before
expiry of his term.

To appoint new
director in place
of removed one.

Write about filing of ‘Resolutio@Agreements’ with the Registrar.

NN

QV
?Ng of Resolutions and Agreements with registrar

Filing of resolution

v

Applicable to

]

—ﬁ Unanimous resolution

SR

—»| BOD resolutions

—»| Resolutions at class meeting.

A

Filing

v

With 30days of passing with ROC,
Or with in 270days with prescribed
fee if not paid within 30days.

L, Resolution of BOD for exercising
conditions u/s 180(1)(a) & (c).

Resclutions for winding up.

v

Default in filing

Company -
5L -25L

Officer in default
1L -5L.
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n What are the statutory provisions as regards to quorum for calling general meetings?

[ Statuary provisions relating to quorum ]
l

Quorum
¢ v v A 4

Meaning Public Ltd / Pvt. Quorum excludes No quorum A notice shall be
Company proxies but includes given if place and
representatives and 4 date or changed

Minimum no of members i person present in adjourned

to be presented at the Quorum specified in Act multiple capacities |_p| GM will be meeting.
meeting. (not applicable & AOA whichever is adjourned to next
to Pvt. companies) higher week of same day.

Meeting by requisionists will be canceled

A4

If no quorum at adjourned members
@@ presented will be the quorum.

&

Ny

n What is the meaning of ‘Proxy’? Disg@ law related to proxy in brief.
SN

\fproxy law related to proxy

e
g

Proxy
|
v v v v v
Meaning Any person who is Apersoncanactas a For this a proxy form will be Instrument
entitied to attend the proxy to < 50 given with the notice of the appointing a proxy
i meefing can appoint any members meeting. Such proxy form in a prescribed
An instrument Person as proxy. Or shall be deposited in form (M GT-11).
executed by SH. | © SH having <10% of company’s at least 48 hours
Authorizing another total share capital. before meeting. Or as per
person to attend AOA (whoever is shorter)
and vote at GM.
(not applicable to
pvt. Companies) *

Who wants to inspect proxy
forms shall give 3 days’ notice
to the company hefore 24
hours of meeting
commencement .and ends with
conclusion of meeting.

Copyrights Reserved
To MASTER MINDS, Guntur
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What is the procedure for voting through electronic means as per provisions of the
Companies Act, 2013 and related rules?

Procedure through for voting through electronic means

Unlisted company
| »| having = 1000

company.

shall not he made.

Procedure
v v ‘ v v v
Applies to A company following Such notice clearly e-voting shall The BOD will

this procedure shall specify that voting . appoint a scrutinizer

— give nofice to required is conducted g remﬁg Ocl)gesn for for the look over of

Al listed persons through post, through electronic v this process who

L companies (other Email or courier & means and shall _ shall be CA, CMA,

thar? SME &(TP) shall be placed on the indicate the After voting CS or advocate.

website of the process of voting —» alteration of voting | | And results shall be

declared within 3
days and unblock

b the votes in
members. presence of 2
witnesses.

(e,
S
uch voting

placed on the
website of the

company.

The resolution is
deemed to be
passed on relevant
date of GM.

&

Postal Ballot.

What is Postal Ballot? Disé@ﬁe provisions of the Companies Act, 2013 relating to

Postal Ballot and Provisions relating to Postal Ballot

v

Postal Ballot

v
v v

A means of voting
where Ballot

The following businesses should be transacted through postal ballot only.

papers are v
distibuted and v v v v ! v v
votes are being Alteration | | Convertion of Change in Change in |
. ssue -
ca_sted which of objects | | pvt Itd to public registered objects of | | shares with ::)étlio;cz’f \r:anaﬁlcig o1"
includes clause company or | | office outside prospectus | | deferential director share h(;s ors
electronic voting vice versa local limits. rights. ' rgnts.
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MASTER MINDS

Discuss the Contents of Minutes of the proceedings of meetings under the Companies
Act, 2013 and rules made thereunder.

Contents of minutes

v v v v
Any opportunities Directors hames who Defamatory, irrelevant, | | It signifies whether For violation of this
at the meeting are present at the immaterial, meetings conducted | |provisions penalty to
meeting. Defrimental matters as per provisions or company -25000
; ‘ can be excluded. not. Default officer 5000
Chairman has : :
100% power for Name;rc;fc?;?antmg ¢
inclusion or non- If anyone tampers minutes.

inclusion of matters
in minutes

— Imprisonment- up to 2 years
Penalty-25000 to 1L.

Evidence of
resolutions passed

What ‘Rules’ relating to minutes of proceedings of general meeting, meeting of Board of
Directors and other meetings and resolutions passed by postal ballot under the
Companies (Management and administration) R%%, 20142

N
&
Rul?{@u\g minutes

N
v v AN v v

For each class of Proceedings\o\@%)ch In case of postal ballot, a Each page of minutes
meeting a separate meeting shall be conducted brief note of that shall be shall be initiated or
book for minutes within 30days of conclusion entered in the minutes. sighed.
shall be maintained of meeting in the minutes. ¢

Last page of every
meeting shall be dated
as follows

v v v

In case of board / committee In case of GM Minutes shall be kept at
meeting | reg. office
7 _ _ O
- - Chaimman of mesting or BOD authorized place.
Signed by chairman of
that r;l_eetlng or Person authorized by board
succeeding meeting due to chairman’s inability.

Copyrights Reserved
To MASTER MINDS, Guntur
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Discuss the provisions of the Companies Act, 2013 relating to Maintenance and
inspection of documents in “Electronic form” and Related Rules?

Provisions relating to maintain & inspection of documents

Rules
v v ‘ v v
Can be keptin Who has to maintain Information shall Records shall be Shall be capable
electronic form be maintained dated & signed of being updated
adequately for and not capable of
future reference. being altered

N Every listed compny

Company having = 1000
—» SH, DH.

In the form BOD think fit.

%z Copyrights Reserved
To MASTER MINDS, Guntur

N
zﬁ~
SHHEEND
\2
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