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1. (a) Payment of dividend; delay in payment; adjustment against dues (Section 127 
of the Companies Act, 2013): 

 According to section 127 of the Companies Act, 2013, where a dividend has been 
declared by a company but has not been paid or the warrant in respect thereof has 
not been posted within thirty days from the date of declaration to any shareholder 
entitled to the payment of the dividend, every director of the company shall, if he is 
knowingly a party to the default, is liable for the punishment under the said section. 

 In the present case, the Board of Directors of Excellent Limited at its meeting 
declared a dividend on its paid-up equity share capital which was later on approved 
by the company's Annual General Meeting. In the meantime the directors at another 
meeting of the Board decided by passing a resolution to divert the total dividend to 
be paid to shareholders for purchase of investment for the company. As a result 
dividend was paid to shareholders after 45 days. 
(i) The Board of Directors of Excellant Company Limited is in violation of section 

127 of the Companies Act, 2013 as it failed to pay dividend to shareholders 
within 30 days due to their decision to divert the total dividend to be paid to 
shareholders for purchase of investment for the company. 
Consequences: The following are the consequences for the violation of above 
provisions: 
(a) Every director of the company shall, if he is knowingly a party to the 

default, be punishable with imprisonment which may extend to two years 
and shall also be liable for a fine which shall not be less than one 
thousand rupees for every day during which such default continues. 

(b) The company shall also be liable to pay simple interest at the rate of 18% 
p.a. during the period for which such default continues. 

(ii)  If the amount of dividend to a shareholder is adjusted by the company against 
certain dues to the company from the shareholder, then failure to pay dividend 
within 30 days shall not be deemed to be an offence under Proviso to section 
127 of the Companies Act, 2013. 
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(b) Under section 139(8) of the Companies Act, 2013, any casual vacancy in the office 
of an auditor shall in the case of a company other than a company whose accounts 
are subject to audit by an auditor appointed by the Comptroller and Auditor-General 
of India, be filled by the Board of Directors within thirty days, but if such casual 
vacancy is as a result of the resignation of an auditor, such appointment shall also 
be approved by the company at a general meeting convened within three months of 
the recommendation of the Board and he shall hold the office till the conclusion of 
the next annual general meeting. 
Therefore, in the present case, as the auditor has resigned, the casual vacancy so 
created can be filled up by the Board appointing Mr. Pinto. However, the 
appointment of Mr. Pinto must be approved by the company by passing of an 
ordinary resolution at a general meeting of the company which must be convened 
by the Board within 3 months of the recommendation of the Board.  
Mr. Pinto will be entitled to hold office till the conclusion of the next Annual General 
Meeting. 
Under section 140(1) of the Companies Act, 2013, the auditor appointed under 
section 139 may be removed from his office before the expiry of his term only by a 
special resolution of the company, after obtaining the previous approval of the 
Central Government in that behalf in the prescribed manner:                              
Provided that before taking any action under this sub-section, the auditor concerned 
shall be given a reasonable opportunity of being heard.  
Therefore, in terms of section 140 (1) of the Companies Act, 2013 read with rule 7 
of the Companies (Audit & Auditors) Rules, 2014, the following steps should be 
taken for the removal of an auditor before the completion of his term: 
1. The application to the Central Government for removal of auditor shall made in 

Form ADT-2 and shall be accompanied with fees as provided for this purpose 
under the Companies (Registration Offices and Fees) Rules, 2014 

2. The application shall be made to the Central Government within thirty days of 
the resolution passed by the Board. 

3. The company shall hold the general meeting within sixty days of receipt of 
approval of the Central Government for passing the special resolution.  

(c) Securities and Exchange Board of India (SEBI) was established for regulating the 
various aspects of stock market. One of its functions is to register and regulate the 
stock brokers. In the light of this, Mr. R is advised that the complaint against the 
erring stock broker may be submitted to SEBI. 
The grounds on which or the defaults for which complaints may be made to SEBI 
are as follows: 
(i)  Any failure on the part of the stock broker to issue contract notes in the form 
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and manner specified by the stock exchange of which the stock broker is a 
member. 

(ii)  Any failure to deliver any security or any failure to make payment of the 
amount due to the investor in the manner within the period specified in the 
regulations. 

(iii)  Any collection of charges by way of brokerage which is in excess of the 
brokerage specified in the regulations. 

(d) Section 7(a) of the Securities (Contracts) Regulation Act, 1956 provides that a 
recognised stock exchange is empowered to amend rules to provide for all or any of 
the following matters: 
(a)  Restriction of voting right to members only. 
(b)  Regulation of voting rights by specifying that each member is entitled to one 

vote only irrespective of number of shares held. 
(c)  Restriction on right of members to appoint proxy. 
As such Koya Stock Exchange can restrict the appointment of M Ltd., as proxy, if 
rules of the exchange so provide. If it is not so provided, rules may be amended and 
after getting approval of the Central Government regarding amendment, it can 
restrict appointment of proxies. 
Koya Stock Exchange can also restrict the voting rights of P Ltd. if rules of the 
exchange so provide. If it is not so provided, rules maybe amended and after getting 
approval of Central Government regarding amendment, it can restrict the voting 
rights of P Ltd.  

2. (a) The first 3 cases stated in the question are based on the provisions of Section 164 
(1) of the Companies Act, 2013 and the fourth case is dealt with in section 164 (2) 
of the said Act. Based on the provisions of the said sections, each case can be 
discussed as follows: 
(i) Section 164 (1) (c) states that a person shall not be eligible for appointment as 

a director of a company if he has applied to be adjudicated as an insolvent and 
his application is pending. Therefore, in the present case, Mr. A cannot be 
appointed as a Director of a Company – whether public or private.  

(ii) Section 164 (1) (d) states that a person shall not be eligible for appointment as 
a director of a company if he has been convicted by a court for any offence 
involving moral turpitude or otherwise and sentenced in respect thereof to 
imprisonment for not less than six months, and a period of five years has not 
elapsed from the date of expiry of the sentence.  In the present case, although 
the sentence was only two years ago, but the period of sentence was only 
eight weeks, i.e., less than six months.  Hence, Mr. B does not come under the 
purview of this disqualification and can be appointed as a director of a 
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company.  
(iii) The third case also falls within the provisions of section 164 (1) (d). In this 

case the imprisonment was for a period of one year, i.e., for more than six 
months, but since more than five years have elapsed from the expiry of the 
sentence, Mr. C is no longer disqualified and can be appointed as a director of 
a company. 

(iv) Section 164 (2) states that a person who is or has been a director of a 
company which has not filed the financial statements or annual returns for any 
continuous period of three financial years, then such a person shall not be 
eligible either to be appointed as a director of other company or reappointed as 
a director in the same company. In the present case, DLT Limited has failed to 
file annual returns.  Hence, the disqualification for Mr. D is attracted and he 
cannot be appointed as a director in other company nor can he be reappointed 
in the same company.  

(b) (i) Conditions for qualified institutions placement [Chapter VIII of SEBI 
(Issue of Capital and Disclosure Requirements) Regulations, 2009]: 
Shyamgarh Chemicals Limited, a listed company may make qualified 
institutions placement if it satisfies the following conditions: 
1. a special resolution approving the qualified institutions placement has 

been passed by its shareholders; 
2. the equity shares of the same class, which are proposed to be allotted 

through qualified institutions placement or pursuant to conversion or 
exchange of eligible securities offered through qualified institutions 
placement, have been listed on a recognised stock exchange having 
nation wide trading terminal for a period of at least one year prior to the 
date of issuance of notice to its shareholders for convening the meeting 
to pass the special resolution: 

3. it is incompliance with the requirement of minimum public shareholding 
specified in the Securities Contracts (Regulation) Rules, 1957; 

4. In the special resolution, it shall be, among other relevant matters, 
specified that the allotment is proposed to be made through qualified 
institutions placement and the relevant date referred in the regulations 
shall also be specified. 

(ii) In terms of the definition of a foreign company under section 2 (42) of the 
Companies Act, 2013 a “foreign company” means any company or body 
corporate incorporated outside India which:  
a. Has a place of business in India whether by itself or through an agent, 

physically or through electronic mode; and  
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b. Conducts any business activity in India in any other manner 
According section 386 of the Companies Act, 2013, for the purposes of 
Chapter XXII of the Companies Act, 2013 (Companies incorporated outside 
India), “Place of business” includes a share transfer or registration office. 
From the above definition, the status of XYZ Ltd. will be that of a foreign 
company as it is incorporated outside India, has a place of business in India 
and it may be presumed that it carries on a business activity in India. 

3. (a) While sanctioning the scheme of amalgamation, the Court under section 394 of the 
Companies Act, 1956 may make provision for all or any of the following matters: 
(i)  The transfer to the transferee company of the whole or any part of the 

undertaking, property or liabilities of the transferor company. 
(ii)  The allotment by the transferee company of any shares, debenture etc, in that 

company which under the scheme are to be allotted by that company to any 
person. 

(iii)  The continuation of any legal proceedings by or against any transferor and 
transferee company. 

(iv)  The dissolution, without winding up of any transferor company. 
(v)  The provisions to be made for any persons who within such time and in such  

manner  as the court directs, dissent from the scheme of amalgamation. 
(vi)  Such incidental matters as are necessary to secure that the amalgamation 

shall be fully and effectively carried out.  
An order under section 394 of the Companies Act, 1956 transferring the property, 
rights and liabilities of one company to another does not automatically transfer 
contracts of personal service which are in their nature incapable of being transferred 
and no contract of service is thereby created between an employee of the transferor 
company on the one hand and the transferee company on the other.  
In Nokes vs. Doucaster Amalgamated collieries Ltd. [1940 (3) all 2k 549] the House 
of Lords clearly stated that the workers are not furniture and their services can not 
be transferred without their consent. Thus the contention of the workers of X 
Company Limited against the Y Limited is correct and justified. 

(b) (i) The term “current account transaction” is defined in section 2(j) of Foreign 
Exchange Management Act, 1999. It means a transaction other than a capital 
account transaction and includes: 
1. payments due in connection with foreign trade, other current business, 

services, and short – term banking and credit facilities in the ordinary 
course of business. 

2. payments due as interest on loans and as net income from investments. 
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3. remittances for living expenses of parents, spouse and children residing 
abroad and 

4. expenses in connection with foreign travel education and medical care of 
parents, spouse and children. 

According to Section 5 of FEMA, 1999 any person may sell or draw foreign 
exchange to or from an authorised person if such sale or drawal is a current 
account transaction. Provided that the Central Government may in public 
interest and in consultation with the Reserve Bank, impose such reasonable 
restrictions for current account transactions as may be prescribed. 
Further, any person may sell or draw foreign exchange to or from an 
authorised person for a capital account transaction subject to the provisions of 
section 6(2). 

 (ii)  (1) Under the proviso to section 196 (3) of the Companies Act, 2013, a 
person who has attained the age of seventy years may be employed as 
managing director, whole-time director or manager by the approval of the 
members by a special resolution passed by the company in the general 
meeting and the explanatory statement annexed to the notice for such 
motion shall indicate the justification for appointing such person.     

(2) If, in any financial year, a company has no profits or its profits are 
inadequate, the  company shall not pay to its directors, including 
managing or whole time director or   manager, any remuneration 
exclusive of any fees payable to directors except in accordance with the 
provisions of Schedule V. Section II of Part II of schedule V provides that 
where in any financial year during the currency of tenure of a managerial 
person, a company has no profits or its profits are inadequate, it may, 
without Central Government approval, pay remuneration to the 
managerial person not exceeding Rs. 30 Lakhs for the year if the 
effective capital of the company is negative or upto Rs. 5 Crores. In the 
present case, the proposed remuneration can be paid without the 
approval of Central Government. 

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

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

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

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

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

(5)  After the resolution is passed, company must give notice of such resolution by 
advertisement within 14 days in Official Gazette and also in some newspaper 
circulating in the District where the registered office is situated. (Section 485). 

(6)  Under section 494, the company has to give notice of appointment of the 
liquidator to the Registrar of Companies. 

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

(b) (i) Under section 173(3) of the Companies Act, 2013 a meeting of the Board shall 
be called by giving not less than seven days’ notice in writing to every director 
at his address registered with the company and such notice shall be sent by 
hand delivery or by post or by electronic means.  
Section 173(4) further provides that every officer of the company whose duty is 
to give notice under this section and who fails to do so shall be liable to a 
penalty of Rs. 25,000. 
In the given case as no notice, was served on Mr. P and Mr. Q who are the 
directors of the company, thus, under section 173(4) every officer of the 
company responsible for the default shall be punishable with fine of  
Rs. 25,000. 
Neither the Companies Act, 2013 nor the Companies (Meetings of the Board 
and its Powers) Rules, 2014 lay down any specific provision regarding the 
validity of a resolution passed by the Board of Directors in case notice was not 
served to all the directors as stipulated in the Act. We shall have to go by the 
provisions of the Act which clearly provide for the notice to be sent to every 
director failing which the resolutions passed will be invalid. The Supreme 
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Court, in case of Parmeshwari Prasad vs. Union of India.(1974) has held that 
the resolutions passed in the board meeting shall not be valid, since notice to 
all the Directors was not given in writing. Notice must be given to each director 
in writing. Hence, even though the directors concerned knew about the 
meeting, the meeting shall not be valid and resolutions passed at the meeting 
also shall not be valid. 

(ii) As per provisions of section 36(4) of the Competition Act, 2002 the 
Competition Commission may call upon such experts from the fields of 
economics, commerce, accountancy, international trade or other disciplines as 
it deems necessary, to assist the Commission in the conduct of any enquiry or 
proceeding before it. As per regulation 54 of the Competition Commission 
(General) Regulations, 2004 made by the Commission under section 64 of the 
Competition Act, 2002, it may draw up a panel of such experts. 

 In view of the above stated specific powers given to the Competition 
Commission, it can call upon the services of an expert from the pharmaceutical 
sector to determine the truth of the allegations levied by the plaintiff against 
the respondent. Hence, the contention of the respondent is not tenable. 

5. (a) (i) Section 139(6) of the Companies Act, 2013 lays down that the first auditor of a 
company shall be appointed by the Board of Directors within 30 days of the 
registration of the company. 

 Section 139 (6) continues to provide further that if the Board of Directors fails 
to appoint such auditor, it shall inform the members of the company, who shall 
within ninety days at an extraordinary general meeting appoint such auditor 
and such auditor shall hold office till the conclusion of the first annual general 
meeting.  

 From the above provisions of law if the Board of Directors fails to appoint the 
first auditors within the stipulated 30 days, it shall take the following steps: 
1. Inform the members of the Company; 
2. Immediately take steps to convene an extra ordinary general meeting not 

later than 90 days; 
3. Members shall at that extra ordinary meeting appoint the first auditors of 

the company; 
4. The first auditors so appointed shall hold office upto the conclusion of the 

first AGM of the company. 
(ii) Section 140 of the Companies Act, 2013 prescribes certain procedure for 

removal of auditors. Under section 140 (1) the auditor appointed under section 
139 may be removed from his office before the expiry of his term only by a 
special resolution of the company, after obtaining the previous approval of the 
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Central Government in that behalf in the prescribed manner. From this sub 
section it is clear that the approval of the Central Government shall be taken 
first and thereafter the special resolution of the company should be passed. 

 Provided that before taking any action under this sub-section, the auditor 
concerned shall be given a reasonable opportunity of being heard.  

 Therefore, in terms of section 140 (1) of the Companies Act, 2013 read with 
rule 7 of the Companies (Audit & Auditors) Rules, 2014 the following steps 
should be taken for the removal of an auditor before the completion of his 
term: 
1. The application to the Central Government for removal of auditor shall 

made in Form ADT-2 and shall be accompanied with fees as provided for 
this purpose under the Companies (Registration Offices and Fees) Rules, 
2014 

2. The application shall be made to the Central Government within thirty 
days of the resolution passed by the Board. 

The company shall hold the general meeting within sixty days of receipt of 
approval of the Central Government for passing the special resolution. 

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

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

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

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

4. Authentication of report [Sub section (4)]: The report of any inspector 
appointed under this Chapter shall be authenticated either— 
(a)  by the seal, if any, of the company whose affairs have been 

investigated; or 
(b)  by a certificate of a public officer having the custody of the report, as 

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

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

(ii) Policy not to be called in question on ground of mis-statement: According 
to section 45 of the Insurance Act, 1938 vide the Insurance Laws (Amendment) 
Act, 2015, no policy of life insurance is effected after the expiry of three years 
from the date of the policy, i.e., from the date of issuance of the policy or the 
date of commencement of risk or the date of revival of the policy or the date of 
the rider to the policy, whichever is later on the ground of the fraud. 
Nothing in this section shall prevent the insurer from calling for proof of age at 
any time if he is entitled to do so, and no policy shall be deemed to be called in 
question merely because the terms of the policy are adjusted on subsequent 
proof that the age of the life insured was incorrectly stated in the proposal.' 
Thus, the insurance policy cannot be called in question. Correction as to the 
age of the life insured  can be made at any time on subsequent proofs. 

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

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

the total number of members, whichever is less; or 
2. Any member or members holding not less than one-tenth of the issued 

share capital of the company provided the applicant(s) have paid all the 
calls and other sums due on the shares. 

 In the given case, since there are eight shareholders. As per the condition (1) 
above, 10% of 8 i.e. 1 satisfies the condition. Therefore a single member can 
present a petition to the Company Law Board (CLB), regardless of the fact that 
he holds less then one-tenth of the company’s share capital. 
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(b) (i) Specimen Board Resolution: Purchase of Equity Shares 
Resolution passed at the meeting of the board of directors of Kumar Limited 
held at its registered office situated at ________ on ______ (day) at _____ 
A.M. 
“Resolved unanimously that pursuant to provisions of Section 186(2) of the 
Companies Act, 2013, the company be and is hereby authorized to purchase 
15,000 equity shares of Rs. 100 each of PQR Limited, the investment in 
addition to other investments made to date in the aggregate being within the 
limits prescribed under the said section.”  
“Resolved further that Mr. ………………., a Director of the company, be and is 
hereby authorised to sign /execute the necessary documents in this 
connection.” 
Sd/- 
Board of Directors 
Kumar Limited 

(ii) Section 45 of the Prevention of Money Laundering Act, 2002, provides that the 
offences under the Act shall be cognizable and non-bailable. Notwithstanding 
anything contained in the Code of Criminal Procedure, 1973, no person 
accused of an offence punishable for a term of imprisonment of more than 
three years under Part A of the Schedule shall be released on bail or on his 
own bond unless- 
1.  The Public Prosecutor has been given an opportunity to oppose the 

application for such release and  
2.  Where the Public Prosecutor opposes the application, the court is 

satisfied that there are reasonable grounds for believing that he is not 
guilty of such offence and that he is not likely to commit any offence while 
on bail. 

In case of any person who is under the age of 16 years or in case of a woman 
or in case of a sick or infirm person, the Special Court can direct the release of 
such person on bail. 

7. (a)  Any person intending to apply for DIN shall have to make an application in eForm 
DIR-3 and should follow the following procedure: 
(i)  e-Form DIR-3 has to follow the online e-Filing process.  
(ii) Attach the photograph and scanned copy of supporting documents i.e. proof of 

identity, and proof of residence as per the guidelines. Physical documents are 
not required to submit at DIN cell. 

(iii) Along with the supporting documents, Verification as per Form DIR-4 shall also 
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be attached. This shall contain the Name, Father’s name, date of birth and text 
of declaration and physical signature of the applicant. 

(iv) The eForm shall have to be digitally signed and shall be uploaded on MCA21 
portal. 

(v) Upon upload, pay the fees for eForm DIR-3. Only electronic payment of the 
fees shall be allowed (I.e. Netbanking / Credit Card). No challan payment will 
be accepted under revised procedure of DIN allotment. 

 The applicant is required to get himself/herself registered on the MCA21 Portal 
to obtain login id, which is necessary for payment of the fees. After obtaining 
the login-id, Login to the MCA21 portal and click on 'eForm upload' link 
available under the 'eForms' tab for uploading the eForm DIR-3. eForm DIR-3 
will be processed only after the DIN application fee is paid. 

(vi) Upon upload and successful payment, Form DIR-3 is mandatorily to be signed 
by an Applicant and a practicing professional or secretary (who is a member of 
ICSI) in whole time employment or the Director of the existing company. 

 Approved DIN shall be generated in case the form is being signed by a 
practicing professional and details have not been identified as potential 
duplicate. Provisional DIN shall be generated in case form is signed by 
secretary in whole time employment or Director of existing company and 
details have been found as potential duplicate. A suitable informational 
message and an email shall be provided to the user that the DIN shall be 
approved after due verification by the DIN cell. 

(vii) Processing of e Form DIR-3: In case, DIR-3 gets certified by the professional 
(i.e. CA (in whole time practice)/ CS (in whole time practice)/ CWA (in whole 
time practice)/, the DIN will be approved by the system immediately online (in 
case it is not potential duplicate). 

(viii) Post-approval changes in particulars of Form DIR-3: If there is any change in 
the particulars submitted in eform DIR-3, applicant can submit e-form DIR-6 
online. For instance in the event of change of address of a director, he/ she is 
required to intimate this change by submitting eform DIR-6 along with the 
required attested documents. 

(b)  Relief under Section 463: Under section 463(1) of the Companies Act, 2013 if in 
any proceeding for negligence, default, breach of duty, misfeasance or breach of 
trust against an officer of a company, it appears to the court hearing the case he is 
or may be liable in respect of the negligence, default, breach of duty, misfeasance 
or breach of trust, but that he has acted honestly and reasonably, and that having 
regard to all the circumstances of the case, including those connected with his 
appointment, he ought fairly to be excused, the court may relieve him, either wholly 
or partly, from his liability on such terms, as it may think fit. 
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 Provided that in a criminal proceeding under this sub-section, the court shall have 
no power to grant relief from any civil liability which may attach to an officer in 
respect of such negligence, default, breach of duty, misfeasance or breach of trust. 

 In the given case, the offence is not compoundable i.e. it carries imprisonment as a 
punishment either alone or with a fine. In either case, it would indicate that a 
criminal liability is indicated. Hence, the court will not have the power to grant relief 
under section 463. However, the nature of the offence will have to be examined. 

(c) Offences to be non-cognizable: Section 439 of the Companies Act, 2013 
provides for offences to be non-cognizable. According to this section: 
(i) Notwithstanding anything in the Code of Criminal Procedure, 1973, every 

offence under this Act except the offences referred to in sub-section (6) of 
section 212 shall be deemed to be non-cognizable within the meaning of the 
said Code. 

(ii)  No court shall take cognizance of any offence under this Act which is alleged 
to have been committed by any company or any officer thereof, except on the 
complaint in writing of the Registrar, a shareholder of the company, or of a 
person authorised by the Central Government in that behalf. 

 Whereas in case of a government companies, court shall take cognizance of 
an offence under this Act which is alleged to have been committed by any 
company or any officer thereof on the complaint in writing of a person 
authorized by the Central Government in that behalf. [Vide Notification G.S.R. 
463(E) dated 5th June 2015] 

(iii)  The court may take cognizance of offences relating to issue and transfer of 
securities and non-payment of dividend, on a complaint in writing, by a person 
authorised by the Securities and Exchange Board of India. 

(iv)  Nothing in this sub-section shall apply to a prosecution by a company of any 
of its officers. 

(v)  Where the complainant is the Registrar or a person authorised by the Central 
Government, the presence of such officer before the Court trying the offences 
shall not be necessary unless the court requires his personal attendance at the 
trial. 

(vi)  The above provisions shall not apply to any action taken by the liquidator of a 
company in respect of any offence alleged to have been committed in respect 
of any of the matters in Chapter XX or in any other provision of this Act relating 
to winding up of companies. 

(vii) The liquidator of a company shall not be deemed to be an officer of the 
company. 
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(d) Compensation to shareholders of the acquired bank:  Under section 36AE of the 
Banking Regulation Act, 1949, the Central Government has power to acquire the 
undertaking of Banking Companies.  When a bank is acquired by the Central 
Government, a scheme for the acquired bank is made in consultation with the 
Reserve Bank of India. 
Such Scheme also provides for compensation payable to the registered 
shareholders of the acquired Bank (Section 36AF). 
Section 36AG of the Banking Regulation Act, 1949 states that compensation is paid 
to the registered shareholders in accordance with the principles provided in section 
5 of the said Act. 
Any shareholder aggrieved with the amount of compensation may request the 
Central Government to refer the matter to Tribunal to be constituted under section 
36AH of the Act.  If the number of representation received is not less than one-
fourth of the total number of shareholders holding not less than one-fourth of the 
paid-up share capital of the acquired Bank, the Central Government shall constitute 
a Tribunal for the purpose.  Thus, such matters can be resolved through the 
Tribunal by the Central Government and the amount of compensation determined by 
the Tribunal is final and binding on all concerned parties. 

(e) Heading and Marginal Notes: A number of sections in an Act applicable to any 
particular object are grouped together, sometimes in the form of chapters, pre-fixed 
by Heading and/or Titles. Marginal notes means titles to the section.  
In Uttam Das Chela Sunder Das v. SGPC AIR 1996 SC 2133, it was observed that 
'Marginal notes or captions undoubtedly, part and parcel of legislative exercise and 
the language employed therein provides the key to the legislative intent. The words 
employed are not mere surplusage'. Marginal note is legislative and not editorial 
exercise C Bhagirath v. Delhi Admn. AIR, 1985 SC 1050. It gives an indication as to 
what was exactly the mischief that was intended to be remembered and throws light 
on the intention of legislature. It is relevant factor to be taken into consideration in 
construing the ambit of the section. Shree Sajjan Mills Ltd. (v) CIT (1985) 156 ITR 
585(SC). Heading, title and marginal notes can be referred to if the words are 
ambiguous. If there is any doubt in the interpretation of words in a section, the 
headings help to resolve the doubt. But they cannot control the plain words of a 
statute. 
To sum up, heading, title and marginal notes can be used to understand the 
legislative intent, but cannot limit or restrict the clear word used in a section. 
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