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Attempt all questions.  
 

1. Answer the following questions: 

a) Differentiate the reporting to the office under Section 51 with Section 78 of 

Companies Act, 2063. 8 
 

b) The Registrar of cooperative has desired to review the work of liquidator of 

Jwagal Cooperative Ltd. saying the work of liquidator is not satisfactory as the 

liquidator of Jwagal cooperative has violated the directions and orders of the 

Registrar. Can the Registrar review the work of liquidators? If so, how can he/she 

control the liquidator on liquidation process? 7 

c) Anima is a skilled worker in Babai Cement Ltd. in Dang, however due to her 

severe illness, she frequently absents in the company. The administrative officer 

threatens her to deduct her salary on the basis of the cost as to be paid to the 

substitute worker in place of Anima during her absent days. Is the act of 

administrative office is correct? Under what circumstances, the administrative 

officer can deduct her salary? Explain.  5 

Answer 

a) The given legal provisions are related to convene annual general meeting of the 

company. Section 51 is related to inventory of shares, debentures and loans 

whereas Section 78 is related to the report of the company to be submitted to the 

office in the course of convening annual general meeting. 

Sections 78 of the Companies Act, 2063 prescribes the provision that every public 

company should prepare a report indicating the following matters and submit the 

same to the Office in advance of at least twenty one days before the holding of the 

annual general meeting. Such report has to be approved by the board of directors 

and certified by the auditor of the company.  

(a) The total number of the shares allotted, 

(b) Number of fully paid up and unpaid shared out of the allotted shares out of the 

allotted shares,  

(c) Particulars of director, managing director, auditor, executive chief and 

manager of the company, and amount of remuneration, allowance and facility 

paid to them,  

(d) The names of individuals or corporate bodies subscribing five percent of more 

of the paid up capital of the company, and details of shares or debentures held 

in their names,  

(e) The total proceeds of the sale of shares, and particulars of the new shares and 

debentures issued and raised by the company in the financial year concerned,  

(f) The amount due and payable by the director or substantial shareholder to 

his/her close relative to the company,  

(g) The details of payment made or to be made against the sale of shares or for 

any other matters,  

(h) The amount of loans borrowed from banks and financial institutions and of 

principal and interest due and payable,  
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(i) The amount claimed to be receivable by the company or payable by the 

company to any other person to details of, lawsuits, if any , ongoing in this 

respect,  

(j) The number of expatriate employees engaged in the management of the 

company and at other levels, and remuneration, allowances and facilities paid 

to them,  

(k) The number of expatriate employees engaged in the management of the 

company and at other levels, and remuneration, allowances and facilities paid 

to them, 

(l) Where any agreement has been entered into between the company and any 

foreign body or person on investment, management or technical services or 

other matter for a period of more than one year, particulars thereof and the 

particulars of the dividend, commission, fee, charge and royalty, as well paid 

under such agreement in the financial year concerned, (m) A statement of the 

management expenditures of the company in a financial year,  

(n) The amount of dividends yet to be claimed buy the shareholders,  

(o) A declaration that the company has fully observed this Act and the prevailing 

law,  

(p) Other necessary matters. 

 
Whereas Section 51 of the Companies Act, 2063 prescribes the provision 

regarding the inventory of shares, debentures and loans.  

According to it, a company should prepare the inventory as follows: 

(1) Every company should prepare and maintain an inventory of the existing 

shareholders and debenture –holders and persons who ceased to be shareholders 

or debenture-holders as at thirty days prior to the holding of the  annual general 

meeting.  

(2) The inventory as referred to in Sub-section (1) spell outs, inter alia, the 

following particulars.  

(a) Authorized capital and number of shares of the company, 

(b) Issued share capital of the company,  

(c) Paid-up capital of the company,  

(d) Calls made on every share, 

(e) Total amount of installments paid, 

(f) Total amount due and recoverable, 

(g) Total amount paid on share and debentures as brokerage, 

(h) In the event of forfeiture of any shares, total number of such shares, reasons 

for forfeiture and date thereof, 

(i) Loans borrowed from any bank, financial institution or any other person or 

guarantee furnished by the company,  

(j) Names and addresses of the existing directors. 

(3) The inventory referred to in Sub-section (1) should be signed by at least one 

director and be submitted to the Office within 30 days after the date at which the 

annual general meeting of the company is held and, in the case of a company not 

holding the annual general meeting within one year after the date at which the 

company has obtained permission to carry on such business as to require 

permission of the concerned body pursuant to the prevailing law, if the company 

carries on such business, and after the date of registration where such permission 

is not required; and if there is any alteration in the inventory once it is submitted 

pursuant to Sub-section (2) , only the details of such alteration can be submitted.  

(4) If any alteration is made in the inventory, as referred to in subsection (1), of a 

company not holding the general meeting details thereof shall be sent to the 

Office within six months of such alteration.  

(5) Notwithstanding anything contained elsewhere in this Section, if any company 

mentions the details as referred to in Sub-section(1), as well, in the report required 
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to be submitted pursuant to Section 78, such company shall not be required to 

send a separate inventory to this Office under this Section . 

 
b) Rules 34 of the Cooperative Rules, 2049 has defined the power of the Registrar 

to control on the liquidation process as follows:  

a. The registrar can cancelled or changed the order to the liquidator which 

was against the directions from the registrar. or can issue another directive 

or order as per the requirement.  

b. To give directives to submit the books of accounts, documents and other 

titles of the property.  

c.  To control the liquidator on the scope of the works 

d. To obtain the audited books of accounts and reports from the liquidator 

e. To authorize to distribute the property of the cooperative.  

f. To provide necessary directions on liquidator's salary and allowances.  

g. To sack/remove the liquidator from the post if think so.  

As mentioned above, the Registrar of the Cooperative has the authority against the 

liquidator of Jwagal cooperative to control the liquidation process.  

c) Under Section 22 of the Labour Act, 2048, it is the responsibility of the concern 

General Manager to pay remuneration to the workers or employees. However, 

such remuneration can be deducted in certain cases as under Section 24 of the 

act.  

As per the given question the act of administrative officer of Babai Cement is correct 

to the extent if Anima has no more leave balances which was approved by her senior. 

Section 24 of Labour Act, 2048 prescribes the various circumstances where the salary 

could be deducted. 
 

Following are the circumstances where the salary or remuneration of workers or 

employees could be deducted under Section 24 of the Labour Act, 2048: 

(a) In case it is required to realize any fine. 

(b) In case it is required to deduct against absence; 

(c) In case it is required to deduct against loss or damage of cash or kind of the Enterprise 

caused intentionally or negligently;  

(d) In case it is required deduct in respect of providing prescribed facilities; 

(e) In case it is required to deduct in respect of advance or over payment of remuneration; 

(f) In case it is required to deduct in respect of the period of suspension;  

(g) In case it is required to deduct under the order of government office or court' 

(h) In case it is required to deduct as per the notification of Government of Nepal published 

in the Nepal Gazette; or  

(i) In case it is required to deduct in respect of income tax or any other tax levied under 

prevailing laws. 

As subsection 24(1)(b) clearly prescribes that the salary will be deducted in case it is required 

to be deduct against absence, the administrative officer may deduct the salary against the 

absence. 

 

(2) The limit of amount to be deducted pursuant to Sub-section (1) the method of deduction, 

the period of deduction and other related matters shall be as prescribed. Labour Rules, 2050 

Rules 12 has defined the limitation of deduction.  

 

2. Answer the following questions: (2×5=10) 

a) X and Y, by mutual consent, have made a security agreement as per the Secured 

Transactions Act, 2063 with provisions of obligations to X as security giver and 

Y as security holder. But X denied Y to fulfill his obligations. Advise the 
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remedies to Y as a security holder as stipulated in the Secured Transactions Act, 

2063. 

b) Mr. Nainawasti is a member of Nepal Accounting Standard Board. He was 

absent in the fourth and fifth meetings of the Board. He was again absent in the 

eighth, ninth and tenth meetings in the same year without any information. Can 

he still retain his seat as a member of the Board? 

Answer: 

a) Section 47 of the Secured Transaction Act, 2063 has defined the collection right of 

security holder in case of default in performance of obligation by security giver as 

follows:  

(1) In the event of default in theperformance of obligation, with respect to accounts, secured 

sales contracts or other rights to payment, the security holder may notify an obligor or other 

person who owes payment on any other right to payment to make payment to the security 

holder and also take control of any subsequent proceeds.  

 

(2) If the security interest secures a debt, the security holder shall pay the security giver any 

amount collected in excess of the secured debt, plus expenses allowed to be deducted under 

this Chapter. Except as otherwise agreed, if there is a deficiency in collection, the security 

giver shall pay to the security holder the difference between the amount collected and the 

secured debt plus expenses allowed to be deducted under this Chapter. 

 

(3) In the case of transaction relating to a sale of accounts or secured sales contracts, the 

security giver shall be entitled to any surplus and shall be liable for any deficiency only if the 

security agreement so provides. 

 

(4) The security holder may take action referred to in this Section without having recourse to 

court proceedings. 

 

b) As provided under section 15C of Nepal Chartered Accountants Act, 2053 the seat of any 

member of Accounting Standards Board shall not be retained on any of following conditions:  

(a) If resigned,   

(b) If remained absent for three consecutive board meetings without any information,  

(c) If convicted and penalized by the court in a criminal offense,  

(d) If declared insane,  

(e) If declared insolvent,  

(f) If dead,  

(g) In case of members of the Institute, if the name is removed from the membership register 

pursuant to Section 22 of the Act.  

Mr. Nainawasti was absent in the board meeting for five times in the same year, once two 

times consecutively and next three times consecutively.  

Since he has been absent for three times consecutively his right to retain the seat can be 

challenged and he can be removed from the board.  

3. Answer the following questions: (2×5=10) 

a) Ms. Yemini Anand, one of the promoters of a proposed hydropower company 

visited a trade fair in Kathmandu. She found an attractive discount offer made by 

a trading company that sells hydroelectric equipments. She booked equipments 

required for the prospective hydropower company giving some advance from her 

own bank account since no company was formally registered. Later, the 

promoters registered a company named Bright Power Ltd. She was one of the 

shareholders but was not in the board. She submitted the payment slip and also 

the booking documents to the company. The company also collected the 
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equipments from the trading company paying rest of the amount and installed the 

equipments at the site for operation. In the mean time, when she claimed 

reimbursement of the amount she had paid to the party, one of the directors 

objected the payment. Is this objection valid? What will be the position of Ms. 

Yemini Anand as to the deal and payment she made? 

b) Nepal Securities Board has recently issued a license to Smart Pvt. Ltd. to conduct 

business of dealing in securities. The company who obtained licence to conduct 

security business should have to maintain certain business standards. State what 

business standards must be complied with while conducting the business of 

dealing in securities pursuant to the Securities Act, 2063. 

Answer: 

a) This is a case of pre incorporation contract. Section 17 of the Company Act, 2063 

contains provisions regarding such contracts that are as follows:  

As per section 17(1) A contract made prior to the incorporation of a company shall be a 

proposed contract only, and such contract shall not be binding on the company. 

 

As per section 17 (2) If, prior to the incorporation of a company, any person carries on any 

transaction or borrows money on behalf of the company, such person shall be personally 

liable for any contract related with the transaction so carried on, subject to Sub-section (3). 

 

As per section 17 (3) If, within the time mentioned in any transactions or within the 

reasonable time after the incorporation of a company, the company, through its act, action or 

conduct, accepts any act, action or borrowing done or made prior to the date of authorization 

to commence its transactions or endorses such act or action, that transaction creates the  

binding  force on the company and the other contracting party; and the person carrying out 

such act or action will be released from the personal liability to be borne pursuant to Sub-

section(2). 

 

As per section 17 (4) Notwithstanding anything contained elsewhere in this Section, the 

consensus agreement of a private company shall govern any contracts made prior to the 

incorporation of such company. 

 

Brightlight Power Ltd is a public limited company. Hence, provision of section 17 (4) shall 

not be applicable in this case. 

 

This case mainly attracts provision of section 17 (3). Here, Ms. Yemini Ananda entered in to 

contract to buy an equipment which she thought will be of use to the future company. The 

contract is made before incorporation of the company. This is very much a pre incorporation 

contract. However, later on the company, after being incorporated, has taken the ownership 

of that contract by way of action and conduct i.e. paying rest of the price, taking delivery and 

then finally installing the equipment at the site. Thus, objection made by the director is not 

valid. Ms. Yemini Ananda is very much entitled get reimbursement of the price paid by her 

on behalf of the company.  

b)  Section 76 of the Securities Act, 2006 prescribes a set of Business standards. Accordingly, 

Securities business person shall, in carrying on the securities business, observe the following 

business principles:-  

(a)  To maintain the operation of securities business fair and of high standards, 

(b)  To carry on the securities business with proper skills, care and hard working, 

(c)  To keep on the higher standard of stock exchanges,  
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(d)  To obtain information from customers as to their objective to make investment and 

provide services accordingly, 

(e)  To provide such information and advice as may be required for customers to make 

decision on investment in securities, 

(f)  To avoid conflicts of own interests with the interests of customers and, in the event of the 

existence of such situation, to disclose that matter to customers and carry on the securities 

business having regard to the interest of customers, 

(g)  To make such provisions as may be necessary to fulfill commitments made in relation to 

the securities business, 

(h)  To properly maintain records relating to the securities business,  

(i)  To provide for necessary training to employees in order to prepare skilled human 

resources for the operation of the securities business, 

(j)  To observe such other principle as prescribed in relation to the operation of the securities 

business. 

4. Answer the following questions: (2×5=10) 

a) Alternative Power Ltd. passed a resolution to go for an issue of shares to the 

public against full guarantee of the Government of Nepal. The company also 

decided to issue certain securities to its’ own employees. Board of directors of 

the company approached you regarding preparation and publishing of a 

prospectus for the issue. List out your suggestions referring the provisions of 

Companies Act, 2063.  

b) Financial Comptroller General is interested to appoint statutory auditor of Nepal 

Information Technology Ltd. where Government of Nepal has invested 54% 

equity shares, but one of the officer from the Comptroller Office requested 

Comptroller General to hire one advisor to advise him on this issue. You as an 

advisor, suggest to the Comptroller General referring the related Act. 

Answer: 

a) Section 23 of the Companies Act, 2063, a public company requires the prospectus to be 

published before issuing its securities publicly. Similarly, Section 30(1) of the Securities Act, 

2063prescribes the provision regarding the approval of the prospectus from the securities 

board for making the public issue.  

However, this publication of prospectus is not required in certain circumstances.  

Section 30 (2) of the Securities Act, 2063 prescribes that the prospectus is not required to 

issue for the issue of following securities:  

i. Securities issued by Nepal Rastra Bank  

ii. Securities issued against the full guarantee of the Government of Nepal. 

iii. Securities proposed to be sold to up to fifty persons at a time, 

iv. Securities issued to own workers or employees. 

v. Securities permitted by the board as to issue and sell without issuing a prospectus 
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Accordingly, Companies Act, 2063 Section 56 (6) and  

Section 56(9) prescribes the provisions where the prospectus need not be publish in the 

following cases 

(a) Shares issued by the company for any consideration other than cash, 

(b) Shares issued to any person under any right or facility provided in accordance with the terms 

of an agreement concluded with the company, 

(c) Shares issued under an employee share scheme, 

(d) Shares issued in accordance with an agreement concluded between the company and its 

creditors, 

(e) Shares existed on converting preference shares into ordinary shares or debentures into shares 

by the company, 

(f) Shares issued in accordance with an agreement between the concerned parties in the course of 

management of the company, restructuring of its capital or loan or in the course of 

implementation of a restructuring program agreed upon between the relevant parties in 

accordance with the prevailing law on insolvency or in the course of implementation of a 

program of conversion of a public company into another public company. 

 
So in the given issue as Alternative Power Ltd is issuing securities against the full guarantee 

of the Government of Nepal issuing of a prospectus is not required, as per the proviso clause 

of section 30 (2) of the Act. Hence, there is no question of preparation of prospectus for 

Alternative Power Ltd. 

 

b) As defined under section 2 (e) of Audit Act 2048, any corporate body whose 50% or more 

shares or assets are owned by Government of Nepalis called corporate body substantially 

owned government. Since, 54% shares of Nepali Information Technology Ltd. is held by the 

Government of Nepal it is very much a corporate body substantially owned government.  

Section 164 and 165 of the Companies Act also prescribes the provision regarding the audit 

of a listed public company 

Section 7 of the Audit Act, 2048 provides for appointment and procedure of auditing of such 

substantially owned government corporate body as follows:  

i) Audit of such corporate bodies shall be done as per the prevailing laws of that corporate body. 

ii) However, the auditor general shall be consulted in that regard. 

iii) Procedure to be followed for consulting the auditor general in regard to the appointment of 

auditor shall be as prescribed by the auditor general 

iv) Principles of auditing to be followed by the auditors shall be as prescribed by the auditor 

general. 

v) Nepali Information Technology Ltd. shall submit a copy of audit report submitted to it by the 

auditor to the Office of Auditor General. 

vi) The Auditor General may issue directives to Nepali Information Technology Ltd. if it finds 

any irregularities in the audit report submitted to it. 

vii) It will be the duty of Nepali Information Technology Ltd. to abide the directives issued by the 

Auditor General. 

Comptroller General of Nepal has no authority to appoint the auditor in the above type of 

company.  

5. Answer the following questions: (3×5=15) 

a) Mr. Udhyamsheel established an industry without taking necessary permission as 

required under the provisions of the Industrial Enterprises Act, 2049. What 

actions the Government of Nepal may take against him? And what are the 

remedies available to him? 
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b) What is blacklisting? What are the functions of Credit Information Center? 

Answer in the light of Nepal Rastra Bank Act, 2058. 

c) Mr. Sadesh Singh, one of the shareholders of Fastrun Footware Ltd. was denied 

inspection of the shareholders registration book by the company because it had 

closed inspection for 40 days (Poush 17, 2069 to Magh 27, 2069) due to its 

impending annual general meeting. Is the company’s action valid? Can 

shareholders demand copy of the registration book?  

Answer: 

a) Section 25 of the Industrial Enterprises Act, 2049 provides for the action by the Government 

in case of establishing any industry without registration and the remedies available to the 

person who does so. The provisions are as follows: 

(1) the Government of Nepal is entitles to take any of the following actions against a person 

for establishing an industry without obtaining permission required by the Act or for non 

compliance of the terms and conditions mentioned in the license or certificate of 

registration or violating any other provisions of the Act: 

a. Impose fine up to NRs 5,00,000.00 

b. Cancel registration or permission of the company 

c. Cause to close down the industry 

(2) Before taking any of the above action the industry shall be given a reasonable time either 

to give explanation or to make necessary correction.  

(3) If any industry is not satisfied with the action taken by the Government, it may file an 

appeal to the Appellate Court within 35 days of such notification.  

As provided above, the Government may impose penalty up to NRs. 5,00,000.00 or cancel 

the registration or close the industry. However, Mr. Udhyamsheel must be given an 

opportunity to give explanation as to the matter or make necessary correction. If he is not 

satisfied with decision or action taken by the Government he may opt to file an appeal at 

Appellate Court within 35 days of such notification.  

b) Blacklisting is used as a coercive weapon by the regulator to the willful defaulter of bank 

due. In Nepal, this is a list maintained by the Credit Information Bureau on the basis of 

information provided by banks and financial institutions under the provision of directives 

issued by Nepal Rastra bank (NRB) and the NRB Act. The objective of the list is to 

pressurize the defaulter for payment to the bank and provide the information to the needy 

person about the defaulter of the bank debt. This Bureau was established by the Nepal 

Banker’s Association and now recognized by NRB. According to section 88 of the NRB Act, 

following are the functions of Credit Information Bureau;  

i) To obtain information on the flow of credit from banks and financial institutions in order 

to ensure fairness and appropriateness in credit flow. 

ii) To require the exchange of the information received pursuant to clause (a) above amongst 

the banks and financial institutions for the purpose referred to in that sub-section. 

iii) To require to send the name-list of the debtors not repaying the loan in time or 

misusing the loan to the Bureau. 

iv) To require to obtain on compulsory basis the information from the Bureau prior to 

making investment or advancing loan of an amount more than the limit prescribed by the 

Bank. 

v) To have the name-list received pursuant to clause (c) blacklisted by the Bureau upon 

confirmation, and to take necessary action in this regard. 

vi) To submit report of the bank, on the exchange of information among the banks and 

financial institutions and use such information while making loan investment on the basis 

of inspection, supervision and monitoring. 
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vii) Thus, the Bureau receives information regarding default from different banks and 

financial institutions to prepare the blacklist. Nepal Rastra Bank by using it’s statutory 

authority has issued the directives relating the blacklisting of defaulter and person 

involved in the financial irregularities. 

c)  Section 46(1) of the Companies Act, 2063 prescribes the provision regarding the 

maintenance of the shareholders register at its register office. Similarly, Section 46(4) of the 

act prescribes the provision regarding the inspection of the register by the shareholders. 

However, the proviso to sub-section 4 of section 46 of the Companies Act, 2063 provides 

that a public Company may by giving 7 days advance notice in a national newspaper, close 

inspection of the registration book for a maximum period of 45 days in one year but not 

exceeding 30 days at a time. Hence, the closure of registration book for a period of 40 days 

at a time and thus the denial of inspection to Mr. Sandesh Nayak by Fast run Footwares Ltd. 

is not legal. 

Any person, if he/she so desires, may, except when inspection is closed, receive a copy of 

the registration book upon payment of the prescribed fee as per section 46(5).  

6. Answer the following questions: (3×5=15) 

a) What are the financial transactions a “D” class financial institution may carry? 

b) Point out the basic functions, duties and powers of financial intermediary 

institutions as are conferred by the Act relating to institutions acting as Financial 

Intermediary Act, 2055. 

c) In which conditions, a company shall be deemed to have become insolvent? 

Answer it in the light of the Insolvency Act, 2063. 

Answer: 

a) Chapter 6 Section 47 of the Banks and Financial Institutions Act, 2063, prescribes the 

provision relating to operation of financial transaction as per the level of institution. 

As per section 47 (4) of the Banks and Financial Institutions Act, 2063, subject to the 

directives issued by Nepal Rastra Bank, following are the financial transactions a “D” class 

financial institution may carry:  

a. Supplying credit as prescribed 

b. Supplying micro credit as prescribed 

c. Receiving grants and loans from local institutions using such loans 

d. Receiving grants and loans from foreign institutions using such loans with prior permission of 

Nepal Rastra Bank 

e. Evaluating the schemes of micro credit before supplying such credit 

f. Engaging in micro enterprises and supporting on the same 

g. Providing services to the group in mobilizing micro credit 

h. Taking necessary actions in realization of micro credits 

i. Monitoring utilization of micro credits and issuing directives wherever necessary 

j. Obtaining credits giving collaterals and also managing the assets 

k. Accepting deposits as prescribed by NRB 

l. Writing off credits as per the bylaws issued by board 

m. Exchanging information about the customers with NRB and other institutions 

n. Performing such other functions as may be prescribed by NRB 

b) Functions, duties and powers of Financial Intermediary institutions have been provided under 

section 8 of the Act relating to Institutions Acting as Financial Intermediary, 1999 as under:  



 

 GIW   

(10)

The functions, duties and powers of these Institutions shall, in addition to the functions, 

duties and powers set forth elsewhere in this Act, be as follows: 

(a)  To encourage the persons with low income to form groups; 

(a1)To collect micro-savings from groups or members of groups; 

(b)  To disburse micro-credit with or without taking security or guarantee of any movable, 

immovable property to a group or the members of a group to carry on a micro-business; 

(c)  To obtain loans or grants from the Government of Nepal or a bank or native or foreign 

organization, association etc. and to use such loans or grants in the disbursement of 

micro-credit or in the activities making such act effective; 

 Provided, however, that in obtaining loans, grants or other assistance from a foreign 

organization, association etc, the institution has to obtain approval of the Government of 

Nepal through the Bank;  

(d)  Prior to disbursing the micro-credit, to evaluate the work for which the credit has been 

demanded, and identify whether such a work is feasible or not; 

(e)  To make publicity about the micro-businesses which are of such nature as to bring about 

improvement in the economic condition of the persons with low income; 

(f)  To hold symposia about the micro-business, give training to formulate projects, render 

assistance, provide technical knowledge and bring about technical assistance as per 

necessity; 

(g)  To provide necessary services to the groups in relation to the mobilization of the micro-

saving and micro-credit; 

(h)  To take necessary action towards the recovery of micro-credit in time; 

(i)  To make inquiry, from time to time, into whether the microcredit has been properly 

utilized or not, and if, in the course of making such inquiry, it appears that the micro-

credit has not been utilized properly, to give necessary direction or take necessary action; 

(j)  To perform such other functions as prescribed in relation to the collection of the micro-

saving and disbursement of the micro-credit; 

(k)  To act as an agent of a commercial bank or financial institution. 

c) Section 7 of the Insolvency Act, 2006 prescribes the provision regarding the cases where a 

company shall be deemed to have become insolvent. According to it, as proved otherwise, a 

company shall be deemed to have become insolvent on the following conditions:  

(a)  The general meeting of shareholders adopts a resolution that the company has become 

insolvent or a meeting of the board of directors of the company makes such decision; or 

(b)  The Court issues an order requiring the company to pay the debt and the debt is not 

paid up within thirty five days from the date of receipt by the company of such order; or 
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(c)  The company fails to pay the debt within thirty five days after the service by the 

creditor on the company a notice for the payment of the debt or fails to make an 

application to the Court within the said period to void such notice. 

Section 7(2) further prescribes the provision that nothing contained in this Section shall 

prevent the establishing of the fact that a company has become insolvent where it is proved 

from any other matter that the liability of the company exceed the value of the assets of the 

company or the company itself admits that it has become insolvent. 

 

 

7. Write short notes on the following:  (4×5=20) 

a) Settlement of claims after cancellation of insurance company  

b) Exceptions to the doctrine of caveat emptor 

c) Settlement of disputes under the Bonus Act, 2030 

d) Investor protection fund under the Companies Act, 2063 and investment fund 

under the Securities Act, 2063 

Answer: 

a) Section 13 of the Insurance Act, 2049 prescribes the provision regarding the right of the 

board to cancel the registration of an insurer by providing the written notice.   

In case any insurer is dissolved as a result of the cancellation of its registration under section 

13, of the Insurance Act, 2049 the concerned insurer must refund the amounts received by it 

in the course of insurance to the policy-holding individuals and institutions or the Board 

within the time – limit and according to the procedure prescribed by the Board. In the case of 

the life insurance business, it shall refund the principal amount along with a bonus as 

prescribed by the Board, whole in the case of general insurance business, it shall refund the 

principal amount prescribed by the board on the proportionate basis of Section 16 of the Act. 

b) The doctrine of caveat emptor means the “buyer beware”, careful buyer at the time of 

purchasing the goods. The buyer is responsible to see, if the goods purchased are according 

to his interest or requirement or expectation. If he fails to see an examine the appropriateness 

of the goods at the time of purchasing the goods he cannot blame the seller. The seller is not 

bound to disclose the material defects of the goods only he/she has been asked. The seller 

may sell the goods by concealing the defects of the goods. This is the principle guided by the 

rule doctrine of caveat emptor.  

However, there are certain exception of it i.e. the rule “buyer beware” does not apply. 

In conclusion, the caveat emptor will not apply to the following circumstances: 

i) Sale by description: Where the goods are sold by description, goods must be 

corresponded with the description. If not, buyer can return the goods.  

ii) Sale by sample: Where the goods as sold by sample, the goods must be corresponded 

with the sample. If not, buyer can return the goods. 

iii) Sale by sample as well as description: Where the goods as sold by sample as well as 

description, the sold goods must be as per the sample as well description.  

iv) Goods are not merchantable quality: Where goods are purchased from a particular 

supplier, who use to deal such goods, there is implied condition that the goods sold are a 

merchantable quality. Hence, the buyer need not be careful about it.   
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v) Defect is not easily discoverable: If defect of goods is of such nature that, it is not easily 

discoverable the latent defects of it, the buyer will not be responsible for it. He can return 

the goods.   

vi) Seller makes misrepresentation: If the seller makes misrepresentation about the goods 

while selling the goods, the buyer can return the goods 

vii) Purchases of goods by disclosing the purpose: If the buyer discloses his 

purpose and rely upon the seller’s skill and judgment, the buyer need not be careful about 

it. If the goods is not as to the purpose the buyer can return it. 

c)  Settlement of Bonus Disputes: 

 Settlement of Dispute of Bonus provision has been provided under section 16 of the 

Bonus Act, 1974, as under:-  

(1) If any dispute arises between the employee and management with respect to the bonus to 

be payable under this Act, the Labour Office shall resolve such dispute by negotiations 

having invited both the parties.  

(2) If the dispute could not be resolved by negotiations pursuant to sub-section (1) above, the 

Labour Office shall ask to the concerned enterprise and employees to produce necessary 

documents and statements of accounts and shall give a decision on the basis of such 

documents and statements.  

(3) The party who is dissatisfied with the decision of Labour Office made pursuant to sub-

section (2) above, may appeal to the Labour Court, within thirty five days of receipt of such 

notice and the decision made by the Labour Court shall be final. 

 

d)  Section 183 of the Companies Act, 2006 has provided for an Investor Protection Fund, as 

under:   

(1) Where any investor does not present a claim to have refunded the amount invested in 

the shares of a company even within five years, there shall be established an investor 

protection fund to which such amount shall be credited. 

(2) The amount credited to the fund established pursuant to Subsection (1) above, may be 

spent for the improvement in the capital market, investment policy, companies law or 

law relating to trade, business and profession, training to the employees of the CRO or 

the company or in any other activity relating to the company administration. 

(3) The management and operation of the fund established pursuant to Sub-section (1) 

above, shall be as decided by a Committee consisting of the Registrar, the Chairperson 

of the Securities Board or his/her representative and one representative appointed by 

the Securities Board from amongst the organization operating the stock exchange. 

(4) The CRO shall maintain the records of expenses made out of the fund established 

pursuant to sub-section (1) above and have the fund audited. 

(5) Any amount obtained from the Government of Nepal, any donor agency or any person 

or body may also be credited to the fund established pursuant to Sub-section (1) above. 
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(6) Where any investor does not present a claim pursuant to subsection (1) above, prior to 

crediting the amount to the investor protection fund, a notice shall be published in a 

national daily newspaper inviting the concerned to receive such amount, within the time 

limit of at least one month. 

Pursuant to section 2(r) of the Securities Act, 2006, Investment fund means a fund created 

out of amounts deposited by participants in a collective investment scheme in accordance 

with a contract as has been taken in its custody by a scheme manager with an objective to 

provide an efficient investment service or assets related with such a fund, and this term also 

includes a fund which the scheme manager has taken in its responsibility in accordance with 

this Act or additional assets created from management of investment of assets and amount 

accumulated by way of consideration.  

 


