Due Diligence and Corporate Compliance Management 377

Roll No. ......coovccninenennn,
Time allowed : 3 hours Maxinum marks : 100
Total number of questions @ 8 Total number of printed pages : 7

NOTE : Anxwer SIX questions including Question No.l which is compulsory.

I. (a) Statc, with rcasons in brief, whether the following statements are true or falsc ;

() A company registered under section 25 of the Companies Act, 1956 shall be required
to have minimum paid-up capital of ¥5 lakh or such higher paid-up capital as may be
prescribed {rom time-to-time.

(i)  Rematerialisation means the conversion of physical holdings back into the electronic
holdings.

(i)  All [ecs/compensation, if any, paid to non-executive dircctors can be f{ixed by the Bourd

ol directors without the previous approval of the sharcholders in a gencral meeting.

{iv)  ‘The Sccuritics Contracts (Regulation) Act, 1956 states that if a company fails to comply
with the listing conditions or delisting conditions or grounds or commits a breach thercol,

it shall be liable to a penalty not exceeding 20 crore,

(v) A company not eligible to raise funds from the Indian capital market will not be cligiblc
10 issue foreign currency convertible bonds.

(2 marks caclt)
(b) Critically examine and comment on the following :
(iy A rcmuneration coimnmitice may be sct-up by the Board of directors.

(W)  As per SEBI regulations, cvery issuer is required o submit audit report on a quarterly
basis.

(5 marks each)
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2. (1)  Write the mnost appropriate answer from the given options in respect of the following :

(i) ~ Where a company fails to comply with the requirement of filing the compliance certificale
with the Registrar of Companies, every officer of the company and the company shall be
punishable with fine which may extend 10 —

(a) 250 per day during which the default continues
(b) 1,000 per day during which the deflault continucs
(¢) 500 per day during which the default continues
(d)y 750 per day during which the default continues.

(i) As per clausc 49 of the lisling agreement, the Board of directors shall meet in a ycar
al least —
(a) 2 Timcs
(by 3 Tuncs
(¢) 4 Tincs
{(dy 5 Tunes.
(ii)  When a charge on the asscts of the company is satis{ied, which one of the {ollowing
forms is required to be filed with the Registrar of Companics —
(a) Form No.l10
(by TForm No.l12
(¢) Form No.B
(d) Form No.l17,

(iv)  As per FEMA regulations, an Indian party is permitted to make an investment in overscas
joint venturc/wholly owned subsidiarics not cxeceding —

{a)y 100%
(b)y 200%
(¢) 400%
(d) 3500%
of its net worth as on the dale of the last audited balance shect.

(v)  The proceedings of each general mecting of the company should be entered within —
(1) 60 Days of the meeling
(h) 45 Days of the mecting
(¢) 90 Days of the mecting
(dy 30 Days ol the meeling.
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(viy  Which of the following Acts does not come under the purview of the sccurities laws  —

(a) Sccuritics and Exchange Board of India Act, 1992

(b) Foreign Conuribution (Regulation) Act, 1976

(c) Securities Contracts (Regulation) Act, 1956

(d) Depositorics Act, 1996.

(§ mark each)

(b) Distinguish between the following :

(1) ‘Equity shares’ and ‘sweat equity shares’,

(i) ‘Buy-back of shares’ and ‘redemption of shares’.

(5 marks cach)

3. (a) You arc a Company Sccretary holding certificate of practice. While issuing the sceretarial
compliance certificate to Keya Co. Ltd., you observe that in thc calendar year 2010, the
following meetings of the Board of directors were held :

I* meeting
2" meeling
3% meeting
4'" meeting
5" meeting

6" mecting

26™ February, 2010
30" March, 2010
26™ May, 2010

30" June, 2010

1"t October, 2010
28" December, 2010

Do you feel that there is any violation of the provisions of the Companics Act, 1956 7 Explain.

(6 marks)

(b) Swadcsh has applied for shares under employees stock option scheme (ESOS) and his option
was granted by the company. Now, Swadesh wants to transfer his option o his friend, Vinod.

Comment on the check points for non-transferability of option under the ESOS.

(5 marks)

(c) “MCA-21 offers the facility to view documents and also search and other facilities of public
documents online.”” Explain the statement and narrate the procedure for examination ol records
filed by a company with the Registrar of Companies,
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4. (a)

(b)

(c)
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What do you mean by ‘persons acting in concert’ 7 Who will be deemed to be persons acting
in concert as per thc SEBI (Substantial Acquisition ol Shares and Takcovers) Regulations, 1997 ?
(6 marks)

Sunil is a Company Secretary holding centificate ol practice. He has accepted the assighiment
of sccretarial audit of XYZ Ltd. for the financial year ended 31* March, 2010. He received
the notice of his assignment on 15% April, 2010 and signed the audit report on 30% Junc,
2010. It is noticed that Sunil ceased to be a Company Secrctary in practice {rom 1** Junc,
2010. Examinc the validity of the report dated 30" June, 2010 signed by Sunil.

{5 marks)

Amar Properties Pvi. Ltd. was incorporated by Amar and his threc sons. The issued and paid-up
capital was Y4 lakh comprising 4,000 shares of T100 cach. After few years, Amar died in an

accident. At that time his name appeared in the following manncr in the register of members.

Name No. of Shares
Amar 100
Amar and his first son 600
Amar and his second son 600
Amar and his third son 500
Total : 1,800

On the demise of Amar, his wife claimed that her late husband held 1,800 cquity shares jointly
and severally. He had left behind a will and she accordingly obtaincd a probatc in her favour
in respect of the above mentioned shares from the court and applied to the company [or
transmission of all the 1,800 shares in her favour. The company transmitted only 100 sharcs in
the name of Amar’s wife because of complaints made by the other survivors. Amar’s wifc has
filed a petition under sections 11'1(2) and 111(4) of the Companics Act, 1956 challcnging the

action of the company. Prepare a note for the company about the defences it may take.

(5 marks)
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5. (a) Re-write the following sentences after filling-in the blank spaces with appropriate
word(s)/figure(s) :

(1) Promoters’ contribution -has to be brought in as per the SEBI guidelines belore
the of public issuc.

(i) Indian depository receipt means any in the form ol depository rcecipt
crcated by domestic depository in India.

(i) The depository participant shall redress the grievances ol the benefictal owners
within of the date of receipt of the complaint.

(tv) TIorm No. is required to be filed with the Registrar of Companies in casc
any existing director was appointed as managing director or manager.

(v) Legal due diligence is a operation through which one can know the

strengths and weaknesses of a company.

(vi) Every company accepting deposits from the public has to file with the Registrar of
Companies the return of deposits under section S8A of the Conipanics Act, 1956 on or
before every year.

{1 mark ewch)

(b) Katreena Ltd., a listed company, wants to make an issue of securitics through a rights issue
and the aggregate value of the sccuritics including premium cxceeds 70 lakh. As a Compuany
Secrctary of Katreena Ltd., advise the company about the procedurcs to be followed for
making the rights issue.

(3 arkys)

(c) While conducting the sccretarial audit of Rainbow Pharmaceuticals Ltd., it cainc 10 notice that
a Board meeting held on 24" March, 2011 was convened and conducted by Jagat alone as
a director of the company. On enquiry, it was found that except Jagat, all other dircetors of
the company had resigned and in order to constitute the quortm and to carry out the business
activitles, lwo additional directors were appointed with immediate cllcet in the said single
director Board meeting. Decide the validity of the Board mceting and the appointiment of the

two additional dircctors in the meeting held on 24™ March, 2011,
(5 imarks)
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6. (4) Mention the possible hurdles in carrying out a legal duc diligence.
(6 marks)

() MPS Lid. is an cducational institution registered as a sociely under the Socicties Registration

Act, 1860. It wishes to make overscas investiment in United Kingdom by cstablishing a wholly

" owned subsidiary to run schools in that country. Explain the provisions relaling 10 overscas
investments by a registered society.

(5 marks)

(c) Mention the various records required to be maintained by depository participants under the
Depositories Act, 1996.
{5 marks)

7. (a) ECxplain the compliances required with regard to any fwe of the following :

() Removal of a director.
(i)  Triangular merger.
(i)  Statutory mecting.
{4 marks each)

(b) Writc notes on any two of the following :

(1)  Sectors where foreign investment is prohibited
(i)  ECligibility for issuance of Indian depository receipts (IDRs)
(i) Closure of register of members,

{4 marks each)

8. Critically cxamine and comment on any four of the following :

(i) An Indian company planning to make a public offer in the United States of Amcrica nced not

rcgister its securities.

(i) The prefereniial atlotment made to any person shall be locked-in for a period of two years.
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(i) It is not the duty of the lcad merchamt banker to ensure the despawch of share certilicates/retfund
orders.
(iv) The depository system functions very much like the banking system.
(v) Companics may fall a prey to comravention of the provisions of the Companics Act, 1956 n
the absence of professional support as compared to companics which have a qualilicd Company
Secretary.

(4 marks eaclt)

=
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