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 Test Series: February, 2016 
MOCK TEST PAPER – 1 

INTERMEDIATE (IPC): GROUP – I 
PAPER – 2 : BUSINESS LAWS, ETHICS AND COMMUNICATION 

SUGGESTED ANSWERS/HINTS 

1 (a) The legal liability of a joint promisor, joint promisee and other connected issues are 
set out in Sections 42, 43 and 44 of the Indian Contract Act, 1872.  In terms of 
section 42 of the Act “When two or more persons have made a joint promise then 
unless a contrary intention appears from the contract, all such persons, during their 
joint lives, and after the death of any one of them, his representative jointly with the 
survivor or survivors and after the death of the last survivor, representatives of all 
jointly must fulfill the promise”. 
Further, the promisee can enforce his right against any one of the joint promisor and 
if he does so then the rights and duties of the other promisors is to make 
contributions.  In terms of section 43 of the Act, (i) when two or more persons make 
joint promise, the promisee can compel any one of the joint promisors to perform 
the whole of promise. (ii) in the above situation, the performing promisor can 
enforce contribution from other joint promisors, in the absence of express 
agreement to the contrary. 
Section 44 of the Act, states that in the matter of release of one of the joint 
promisors, it must be understood that such a release  does not discharge other joint 
promisors nor does the released joint promisor would stand released to other joint 
promisor or promisors. 
Hence, in the instant case, D, E and F who are partners in a firm, jointly promised to 
pay Rs. 1,50,000/- to A.  Later on, F became insolvent and his private assets are 
sufficient to pay only 1/5th of his share of debt i.e. Rs. 10,000/- (1/5th of Rs. 50,000/-
) (Amount to be contributed by F is Rs. 50,000/- (1/3rd of Rs. 1,50,000/-).  A 
recovers the whole amount from D through a legal action. 
Here, D is entitled to receive 
(a) From F’s assets :Rs. 10,000/- 
(b) From E:Rs. 70,000/- (Rs. 50,000/- being his own share + ½ (50,000 – 10,000) 

i.e. Rs. 20,000/- being one half share of total loss of Rs. 40,000/- due to F’s 
insolvency). 

Thus, in the above case, under the provisions of the Indian Contract Act, 1872, D 
can recover Rs. 70,000/- from E. 
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(b) Alteration of Objects 
The Companies Act, 2013 has made alteration of the memorandum simpler and 
more flexible. Under section 13 (1) of the Act a company may, by a special 
resolution and after complying with the provisions of section 13, alter the provisions 
of its Memorandum. In the case of alteration to the objects clause, the sub section 
(6) of Section 13 requires the filing of the Special Resolution by the company with 
the Registrar. Section 13 (9) states that the Registrar shall register any alteration to 
the Memorandum with respect to the objects of the company and certify the 
registration within a period of thirty days from the date of filing of the special 
resolution by the company. Section 13 (10) further stipulates that no alteration in the 
Memorandum shall take effect unless it has been registered with the Registrar as 
above. 
Hence, the Companies Act now permits any alteration to the objects clause with 
ease. 
Procedure 
Companies are now under liberty to alter the object clause of the memorandum of 
association with just the approval of its members by a special resolution without 
obtaining further approval from Central Government or any other authority. The 
procedure may be elaborated as under: 
(i) Holding a Board Meeting for the purpose of convening the meeting of members 

for approving the alteration in objects clause by a special resolution; 
(ii) Approving the alteration to the objects clause by passing a special resolution in 

general meeting of members.  
(iii) Filing of the special resolution with the Registrar of Companies  
(iv) Registration of the alteration to be done by the Registrar within one month 

from the date of filing of the special resolution along with a printed copy of the 
memorandum as altered. 

(c)  Incorrect: Both 'ethics' and 'morals' deal with right and wrong conduct. But they are 
not same. Ethics deals with individual character which is a personal attribute. Ethics 
is the response of individual to a specific situation e.g. whether in this situation, it is 
ethical to state the truth. Morals deal with customs set by groups or some authority 
like religion. Morals are general principles e.g. you should speak truth. 

(d) Group conflict: Group conflict is an 'express struggle' between two inter-dependent 
parties who perceive incompatible goals, scarce resources and interference from 
the other party in achieving their goals. There are two aspects in relation to conflict. 
1.  Expression: The two sides must communicate/express about the problem for 

there to be conflict.  
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2.  Perception: Conflict evolves perceptions in the two sides may only perceive 
that their goals, resources, and interference are incompatible with each 
other's. 

 Managing conflicts: The climate in which conflict is managed is important. It 
is essential to plan communications to foster a supportive climate, marked by 
emphasis on 
(i) Presenting ideas or options 
(ii) Problem orientation- focusing attention the task 
(iii) Spontaneity - Communicating openly and honestly 
(iv) Empathy - understanding another person's thoughts. 
(v) Equality- asking for opinion s 
(vi) Willing to listen to the ideas of others. 

 Successfully managed conflicts can be constructive and can strengthen 
relationships in an organisation. 

2 (a) (i) Where, in respect of any accounting year referred to in Section 10 of the 
Payment of Bonus Act, 1965, the allocable surplus exceeds the amount of 
minimum bonus payable to the employees under that section, the employer 
shall, in lieu of such minimum bonus, be bound to pay to every employee in 
respect of that accounting year bonus which shall be an amount in proportion 
to the salary or wage earned by the employee during the accounting year 
subject to a maximum 20% of such salary or wage. 
In the given case therefore, the company will be free to give bonus at any rate 
exceeding 8.33% upto a maximum of 20% of the salary or wage earned by the 
employees during the accounting year. From the facts given, it may be 
presumed that the bonus at 20% may be payable.  
However, in relation to the maximum bonus payable the most important term to 
understand is “allocable surplus”. The eligibility for maximum bonus arises 
from the “allocable surplus” but is not limited by it, as the allocable surplus may 
justify a bonus at a rate higher than 20% but bonus will still be limited to 20%. 

(ii)  Periods for which Gratuity Payable:  
Yes, the periods for which gratuity is payable to an employee includes those 
periods during which he does not actually work in the organization which are 
the following: 
1. Lay off under the Industrial Disputes Act, 1947. 
2. Leave with full wages. 
3. Maternity leave for female employees. 

© The Institute of Chartered Accountants of India



4 

4. Absence due to temporary disablement caused during employment. 
Manner in which gratuity is calculated: Quantum of gratuity payable is 15 
days’ wages on the last drawn wages for every completed year of service or 
part thereof in excess of six months subject to a maximum of Rs. 10 Lakhs. 

(b) Safeguards in the work environment:  Safeguards against threats faced by 
professional shall be to (i) Ensure an ethical environment, (ii) Increase the likelihood 
of identifying or deterring unethical behaviour and (iii) Eliminate or reduce threats to 
acceptable level. 
The following safeguards may be created by a business enterprise in the work 
environment: 
(i)  The employing organisations’ systems or corporate oversight or other 

oversight structures. 
(ii)  The employing organisation's ethics and conduct programmes. 
(iii)  Recruitment procedures in the employing organisation emphasizing the 

importance of employing high caliber competent staff 
(iv)  Strong internal controls 
(v)  Appropriate disciplinary process 
(vi)  Leadership that stresses the importance of ethical behaviour and expectation 

that employees will act in an ethical manner. 
(vii)  Policies and procedures to implement and monitor the quality of employee 

performance. 
(viii) Timely communication of the employing organisation's policies and 

procedures, including any changes to them, to all employees and appropriate 
training and education on such policies and procedures. 

(c) Guidelines to handle communication ethics dilemmas: 
(i)  Maintain candour: Candour refers to truthfulness, honesty, frankness and one 

should stick to these elements while communicating with others. 
(ii)  Keep message accurate: At the time of relaying information from one source to 

another, communicate the original message as accurately as possible. 
(iii)  Secrecy: One has to maintain secrecy and confidence in communication. So 

one should not divulge such information to others 
(iv) Ensure timeliness of communication: The timing of messages can be critical. 

Delay in sending messages can be assumed unethical. 
(v) Avoid deception: Ethical communicators are always vigilant in their quest to 

avoid deception, fabrication, intentional distortion or withholding of information 
in their communication. 
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(vi) Confront unethical behaviour: One must confront an unethical behaviour in 
order to ensure a consistent ethical view point. 

3 (a) (i) Problem on Negotiable Instrument made without consideration: Section 
43 of the Negotiable Instruments Act, 1881 provides that a negotiable 
instrument made, drawn, accepted, indorsed or transferred without 
consideration, or for a consideration which fails, creates no obligation of 
payment between the parties to the transaction. But if any such party has 
transferred the instrument with or without endorsement to a holder for 
consideration, such holder, and every subsequent holder deriving title from 
him, may recover the amount due on such instrument from the transferor for 
consideration or any prior party thereto. 
(1) In the problem, as asked in the question, A has drawn a bill on B and B 

accepted the bill without consideration and transferred it to C without 
consideration. Later on in the next transfer by C to D is for value. 
According to provisions of the aforesaid section 43, the bill ultimately has 
been transferred to D with consideration. Therefore, D can sue any of the 
parties i.e. A, B or C, as D arrived a good title on it being taken with 
consideration. 

(2) As regards to the second part of the problem, the prior parties before D 
i.e., A, B, and C have no right of action inter se because first part of 
Section 43 has clearly lays down that a negotiable instrument, made, 
drawn, accepted, indorsed or transferred without consideration, or for a 
consideration which fails, creates no obligation of payment between the 
parties to the transaction prior to the parties who receive it on 
consideration. 

(ii)  As per Section 44 of the Negotiable Instruments Act, 1881, when the 
consideration for which a person signed a promissory note, bill of exchange or 
cheque consisted of money, and was originally absent in part or has 
subsequently failed in part, the sum which a holder standing in immediate 
relation with such signer is entitled to receive from him is proportionally 
reduced. 
[Explanation- The drawer of a bill of exchange stands in immediate relation 
with the acceptor. The maker of a promissory note, bill of exchange or cheque 
stands in immediate relation with the payee, and the endorser with his 
endorsee. Other signers may by agreement stand in immediate relation with a 
holder]. 
On the basis of above provision, P would succeed to recover Rs. 7,000 only 
from Q and not the whole amount of the bill because it was accepted for value 
as to Rs. 7,000 only and an accommodation to P for Rs. 3,000. 
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(b) The objectives of the Central Consumer Protection Council in India are to promote 
and protect the rights of the consumers such as:- 
(i) the right to be protected against the marketing of goods and services which 

are hazardous to life and property; 
(ii) the right to be informed about the quality, quantity, potency, purity, standard 

and price of goods/services so as to protect the consumer against unfair trade 
practices; 

(iii) the right to be assured, whichever possible, access to a variety of goods and 
services at competitive prices; 

(iv) the right to be heard and to be assured that consumers interest will receive 
due consideration at appropriate terms; 

(v) the right to seek redressal against unfair trade practices; 
(vi) the right to consumer education. 

(c) A number of elements that can be used to describe or influence Organizational 
Culture and they are :- 
♦ The Paradigm : What the organization is about; what it does; its mission; its 

values. 
♦ Control Systems:  The processes in place to monitor what is going on 
♦ Organizational Structures:  Reporting lines, hierarchies, and the way that work 

flows through the business. 
♦ Power Structures:  Who makes the decisions and how power is distributed 

across the organization. 
♦ Symbols:  These include the logos and designs, but would extend to symbols 

of power, such as car parking spaces and executive washrooms. 
♦ Rituals and Routines:  Management meetings, board reports and so on may 

become more habitual than necessary. 
♦ Stories and Myths:  build up about people and events, and convey a message 

about what is valued within the organization. 
Communicating the corporate culture effectively is paramount.  For example, at 
General Electric (GE), corporate values are so important to the company that Jack 
Welch, the former legendary CEO of the company, had them inscribed and 
distributed to all GE employees at every level of the Company. 

4 (a) (1) Meaning of Abridged Prospectus: - According to Section 2(1) of the 
Companies Act, 2013, an abridged prospectus means a memorandum 
containing such salient features of a prospectus as may be specified by the 
SEBI by making regulations in this behalf.  
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(2)  Abridged prospectus to be issued along with application form:- Section 33 
(1) of the Companies Act, 2013 states that no application form for the 
purchase of any of the securities of a company can be issued unless such form 
is accompanied by an abridged prospectus. The abridged prospectus and 
application form should bear the same printed number. The investor may 
detach the share application form along the perforated line, after he has had 
an opportunity to study the contents of this abridged prospectus.  

 The objective of the abridged prospectus is to reduce the cost of issue as the 
detailed prospectus is a very bulky document whereas the contents of 
abridged prospectus are limited. However, under sub section (2) a copy of the 
prospectus shall, on a request by any person before the closing date of the 
subscription list and the offer, be furnished to him. 

 Penalty for failure to comply with sub section (3) can be a fine of up to  
Rs. 50, 000 for each fault. 

(3) Circumstances under which the abridged prospectus need not 
accompany the application forms: In terms of the Proviso to section 33 (1) 
an abridged prospectus need not accompany the application form if it is shown 
that the form of application was issued:  
(i) In connection with a bona fide invitation to a person to enter into an 

underwriting agreement with respect to such securities; or 
(ii) Where the securities are not offered to the public. 

(b)  Ecological ethics is based on the idea that the environment should be protected not 
only for the sake of human beings but also for its own sake. The issue of 
environmental ethics goes beyond the problems relating to protection of 
environment or nature in terms of pollution, resource utilization or waste disposal. 
Business and Industry are closely linked with environment and resource utilization. 
Production process and strategy for eco-friendly technologies throughout the 
product life cycle and minimization of waste play major role in protection the 
environment and conservation of resources. Business, Industry and multinational 
corporations have to recognize environmental management as the priority area and 
a key determinant to sustainable development. Sound management of wastes is 
among the major environmental issues for maintaining the quality of Earth’s 
environment and achieving sustainable development. 
If the environmental costs are properly reflected in the prices paid for goods and 
services then companies and ultimately the consumer would adjust market 
behaviour in a way that would reduce damage to environment, pollution and waste 
production. Price signal will also influence behaviour to avoid exploitation or 
excessive utilization of natural resources. Such measures would facilitate the 
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approach of “Polluter Pays Principle”. Removing subsidies that encourage 
environmental damage is another measure. 

(c)  Personal Competencies Associated with Emotional Intelligence: 
Personal Competencies – How You Manage Yourself 
Self-Awareness  
• Emotional self-awareness: Reading your own emotions and recognizing their 

impact; using ‘gut sense’ to guide decisions  
• Accurate self-assessment: Knowing your strengths and weaknesses  
• Self-confidence: A sound sense of your self-worth and capabilities  
Self-Management  
• Emotional self-control: Keeping disruptive emotions and impulses under 

control  
• Transparency: Displaying honesty and integrity; trustworthiness  
• Adaptability: Flexibility in adapting to changing situations or overcoming 

obstacles  
• Achievement: The drive to improve performance to meet inner standards of 

excellence  
• Initiative: Readiness to act and seize opportunities  
• Optimism: Seeing the upside in events  

5 (a) Supervening Impossibility -The idea of “supervening impossibility” is referred to 
as ‘Doctrine of Frustration’ in U.K.  In order to decide whether a contract has been 
frustrated, it is necessary to consider the “intention of parties as are implied from 
the terms of contract”. 
However, in India the ‘doctrine of frustration’ is not applicable.  Impossibility of 
performance must be considered only in terms of section 56 of the Act.  Section 56 
covers only ‘supervening impossibility and not implied terms’.  This view was upheld 
by Supreme Court in Satyabrata Ghose Vs Mugneeram Bangur A.I.R. (1954) S.C. 
44. 
Doctrine of frustration applies in the case of supervening impossibility, where the 
performance of the contract has become impossible and where the object of the 
contract has failed.  This doctrine does not apply – where the performance simply 
becomes difficult / commercially impossible / impossibility induced by the act or the 
conduct of any person etc. 
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Various situations as not constituting grounds of impossibility- 
i. A Promised to B that he would arrange for B’s marriage with his daughter.  A 

could not persuade his daughter to marry B.  B sued A who pleaded on the 
ground of impossibility that he is not liable to any damages.  But it was held 
that there was no ground of impossibility.  It was held that A should not have 
promised what he could not have accomplished.  Further A had chosen to 
answer for voluntary act of his daughter and he was liable. 

ii. The defendant agreed to supply specified quantity of ‘cotton’ manufactured by 
a mill within a specified time to plaintiff.  The defendant could not supply the 
material as the mill failed to make any production at that time.  The defendant 
pleaded on the ground of impossibility which was not approved by the Privy 
Council and held that contact was not performed by defendant and he was 
responsible for the failure (Hamandrai Vs Pragdas 501A). 

iii. The defendant agreed to procure cotton goods manufactured by Victoria Mills 
to plaintiff as soon as they were supplied to him by the mills.  It was held by 
Supreme Court that the contract between defendant and plaintiff was not 
frustrated because of failure on the part of Victoria Mills to supply goods 
(Ganga Saran Vs Finn Rama Charan, A.I.R. 1952 S.C.9). 

iv. A dock strike would not necessarily relieve a labourer from his obligation of 
unloading the ship within specified time. 

v. Impossibility of performance that “having regard to the actual existence of war 
condition, the extent of the work involved and total absence of any definite 
period of time agreed to the parties, the contract could not be treated as falling 
under impossibility of performance (Satyabrata Ghose Vs Mugneeram Bangur 
A.I.R, 1954) S.C. 44).  In the given case the plaintiff had agreed to purchase 
immediately after outbreak of war a plot of land.  This plot of land was part of a 
scheme undertaken by the defendant who had agreed to sell after completing 
construction of drains, roads etc. However, the said plot of land was 
requisitioned for war purpose.  The defendant thereupon wrote to plaintiff 
asking him to take back the earnest money deposit, thinking that the contract 
cannot be performed as it has become impossible of being performed.  The 
plaintiff brought a suit against the defendant that he was entitled for 
conveyance of the plot of land under condition specified in the contract.  It was 
held that the requisition order did not make the performance impossible. While 
judging the impossibility of performance issue, the Courts would be very 
cautious since contracting parties often bind themselves to perform at any cost 
of events without regard to price prevailing and market conditions. 

(b) ‘Pari Passu’: Pari Passu clause in a debenture means that all the debentures of that 
particular series are to be paid rateably, if, therefore, security is insufficient to 
satisfy the whole debts secured by the series of debentures, the amounts of 
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debentures will abate proportionately. If this clause is not included, the debentures 
will rank in priority for payment in accordance with the date of issue, and if they are 
all issued on the same date they will be payable according to their numerical order. 
A company, however, cannot issue a new series of debentures so as to rank ‘pari 
passu’ with any prior series unless the power to do so is expressly reserved and 
contained in the document of offer. 
Registration of charge:  Under section 77 (1) of the Companies Act, 2013, it shall 
be the duty of every company creating a charge within or outside India, on its 
property or assets or any of its undertakings, whether tangible or otherwise, and 
situated in or outside India, to register the particulars of the charge signed by the 
company and the charge-holder together with the instruments, if any, creating such 
charge in such form, on payment of such fees and in such manner as may be 
prescribed, with the Registrar within thirty days of its creation. 
In terms of Rule 3 of the Companies (Registration of Charges), Rules 2014 for the 
registration of charge in respect of debentures the following documents should be 
submitted to the Registrar: 
(a) The particulars of charge; 
(b) Instrument for the creation or the modification of the charge; 
(c) Application in prescribed Form  

(c)    Notice of the First Meeting of the Board of Directors 
MNP Limited 

To,           Date 
(Director) 
Dear Sir/Madam, 
This is to inform you that the first meeting of the Board of Directors will be held at 
the Registered Office of the company on 15th September, 2015 at 3 p.m. to transact 
the business as per the enclosed agenda. 
You are requested to please attend the meeting. 
Yours faithfully, 
Secretary 
For and on behalf of the  
Board of Directors 
Place : ….. 
Date …… 
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Agenda: 
(i)  Election of the Chairman of the Meeting. 
(ii) To produce the Certificate of Incorporation, the Memorandum and the Articles 

of Association. 
(iii)  Election of the Chairman of the Company. 
(iv)  Appointment of Managing Director. 
(v)  Appointment of Secretary. 
(vi)  Appointment of Auditors. 
(vii)  Appointment of Bankers and approval of the opening of a Bank Account and its 

operation. 
(viii)  Adoption of the company's seal. 
(ix) Approval of the statement of preliminary expenses by the promoters and 

adoption of the preliminary contracts and underwriting contracts. 
(x) Any other business with the permission of the chairman. 

6 (a) (i)  The statement is incorrect in terms of section 92 (4) of the Companies Act, 
2013.  
Section 92 (4) states that every company shall file with the Registrar a copy of 
the annual return, within sixty days from the date on which the annual general 
meeting is held or where no annual general meeting is held in any year within 
sixty days from the date on which the annual general meeting should have 
been held together with the statement specifying the reasons for not holding 
the annual general meeting, with such fees or additional fees as may be 
prescribed. 

(ii) Doctrine of indoor Management & Exceptions: The Memorandum and the 
Articles of a company once registered are considered to be public documents 
and available for inspection by any member of the public at the Registered 
Office of the company. Hence, it assumed that every person dealing with the 
company has satisfied himself regarding its competence to enter into such 
contracts. This is known as the doctrine of constructive notice. 
The limitation to the doctrine of constructive notice of the Memorandum and 
Articles of a company is contained in the doctrine of indoor management. 
According to the doctrine of indoor management, the outsiders, dealing with 
the company though are supposed to have satisfied themselves regarding the 
competence of the company to enter into the proposed contracts are also 
entitled to assume that as far as the internal compliance to procedures and 
regulations by the company is concerned, everything has been done properly. 
They are bound to examine the registered documents of the company and 
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ensure that the proposed dealing is not inconsistent therewith, but they are not 
bound to do more. They are fully entitled to presume regularity and compliance 
by the company with the internal procedures as required by the memorandum 
and Articles. This limitation of the doctrine of constructive notice is known as 
the ‘Doctrine of Indoor Management’, popularly known as the rule laid down in 
the celebrated case of Royal British Bank v. Turquand. Thus the doctrine of 
indoor management aims to protect outsiders against the company. 

(b) Corporate social responsibility and ecological damage: The business institution 
exists and flourishes only because it performs invaluable services to society. 
Society gives business its license to exist which may be revoked and amended at 
any time if they do not fulfill the society’s expectations. Therefore, if a business 
intends to retain its existing social role and power, it must serve society’s needs 
constructively. 
A business organization acts in its own self interest and uses natural resources 
also. The effluents of many businesses damage the surrounding environment. By 
their own socially responsible behaviour, they can prevent government intervention 
if they are proactive in recognizing their ecological responsibility towards society. 
Companies must recognize that a strategy for corporate responsibility can play a 
valuable role not only in meeting the challenges of globalization by mitigating risks 
domestically and internationally, but also in providing benefits beyond risk 
management. 

(c) Gift Deed 
THIS DEED OF GIFT made on this 15th day of May 2014 BETWEEN ‘X’ an Indian 
aged about 70 years, son of ‘A’ resident of …..(hereinafter called “the Donor”) of the 
one part AND  ‘Y’ an Indian aged about 30 years, son of ‘B’, resident of 
…….(hereinafter called “the Donee”) of the other part : 
WHEREAS the Donor has no issue and the donee is the nephew of the Donor and 
has been living with him since childhood in the house owned by Donor. 
AND WHEREAS the Donor out of natural love and affection for his said nephew, is 
desirous of making a gift of the said house to the donee.   
NOW THEREFORE THIS DEED WITNESSETH as follows :- 
1. That in consideration of natural love and affection of Donor for the Donee, the 

donor hereby voluntarily transfers to the Donee free from all encumbrances 
whatsoever of the said house with all rights of easements, privileges 
appurtenant thereto and to hold the same unto the donee absolutely forever. 

2. That the Donor or his heirs shall have no interest in the said house hereafter. 
3. That the Donee hereby accepts the said transfer made by the Donor. 
4. That the value of the said house is Rs. 5,00,000/- (Rupees Five Lakhs only). 
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IN WITNESS WHEREOF the parties hereto have signed this deed at..........in 
presence of the witnesses on the day and year first hereinabove written. 

 

SIGNED AND DELIVERED 
By the within named “Donor” 
In the presence of……….. 
1)………………… 
2)………………… 

 
SIGNED AND DELIVERED 
By the within named “Donee” 
In the presence of……….. 
1)………………… 
2)………………… 

7 (a)  Under section 8B (1) of the EPF & Misc Provisions Act, 1952 where any amount is 
an arrear under section 8, of EPF & MP Act, 1952 the authorised officer may issue 
to the Recovery Officer a certificate under his signature specifying the amount of 
arrears. The Recovery Officer, on receipt of such certificate shall proceed to recover 
the amount specified therein from the establishment or as the case may be, the 
employer by one or more of the modes mentioned below: 
(i) attachment and sale of the movable or immovable property of the 

establishment or, as the case may be, the employer; 
(ii) arrest of the employer and his detention in prison; 
(iii) appointing a receiver for the management of the movable or immovable 

properties of the establishment or, as the case may be, the employer; 
 The attachment and sale of any property under section 8B shall first be effected 

against the properties of the establishment.  Where such attachment and sale is 
insufficient for recovery the whole of the amount of arrears specified in the 
certificate, the Recovery Officer may then take proceedings against the property of 
the employer for recovery of the whole or any part of such arrears. 

 Under section 8B(2) it is further provided that the authorised officer may issue a 
certificate under section 8B(1) notwithstanding the fact that proceedings for 
recovery of the arrears by any other mode have been taken  

 Notwithstanding that a certificate has been issued to the Recovery Officer for the 
recovery of the amount, the authorised officer may grant time for the payment of the 
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amount, and thereupon the recovery officer shall stay the proceedings until the 
expiry of the time so granted [Section 8E]. 

(b) (i)  Ordinary Business [Section 102 (2)]: In accordance with the provision of the 
Companies Act, 2013 as contained in Section 102 (2), the only ordinary 
business can be transacted at an AGM and comprises of the following 
business: 
(a) Consideration of financial statements and the reports of the Board of 

Directors and auditors.  
(b) Declaration of dividend. 
(c) Appointment of Directors in place of those retiring; and 
(d) appointment of auditors and fixation of their remuneration. 

(ii) Special Business: Any other business transacted at the annual general 
meeting or at any other meeting of the members shall be deemed to be special 
business. 
Ordinary business can be passed by an ordinary resolution. However, special 
business may be transacted either by passing ordinary resolution or special 
resolution, depending upon the requirements of Companies Act, 2013. 

(c) Free reserve- As per section 2(43) of the Companies act, 2013, “Free Reserves” 
means such reserves which as per the latest audited balance sheet of a company 
are available for distribution as dividend provided that : 
i. Any amount representing unrealized gains, notional gains or revaluation of 

assets, whether shown as a reserve or otherwise or  
ii. Any change in carrying amount of an asset or of a liability recognized in equity, 

including surplus in profit and loss account on measurement of the asset or the 
liability at fair value shall not be treated as free reserves. 

(d) Factors which influence the ethical behaviour at work- Ethical decisions in an 
organization are influenced by three key factors: 
1. Individual moral standards: One may have great control over personal ethics 

outside workplace. 
2. The influence of managers and co-workers: The activities and examples set by 

co-workers along with rules and policies established by the firm are critical in 
gaining consistent ethical compliance in an organization. 

3. The opportunity to engage in misconduct:  If a company fails to provide good 
examples and direction for appropriate conduct; confusion and conflict will 
develop and result in the opportunity for unethical behavior. 
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(e)  Merits of the grapevine phenomenon: 
(i) Speedy transmission: It transmits information very speedily. A rumour 

spreads like wild fire.  
(ii) Feedback value: The managers or top bosses of an organisation get the 

feedback regarding their policies, decisions, memos etc.  
(iii) Support to other channels: It is a supplementary or parallel channel of 

communication.  
(iv) Psychological satisfaction: It gives immense psychological satisfaction to 

the workers and strengthens their solidarity.  
Demerits of the grapevine phenomenon: 
(i) It is less credible. It cannot always be taken seriously. 
(ii) It does not always carry the complete information.  
(iii) It often distorts the picture or often misinforms.  
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