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DIVISION A 
 

MULTIPLE CHOICE QUESTIONS 

Each question consists of 1 mark 

 

Q.1  The amount accumulated in the Investor Education and Protection Fund shall not be used for.  

(a) refunds in respect of unclaimed dividends, matured deposits, matured debentures, application money due 
for refund and interest thereon.  

(b) reimbursement of legal expenses incurred in pursuing class action suits under section 37 and 245.  

(c) grants or donation to the Central Government for the purpose of investor's education and training.  

(d) distribution of any disgorged amount among eligible and identifiable applicants who have suffered losses 

 

Q.2  Who cannot inspect the register of charges and instrument of charges, during business hours, without 
paying any fees:  

(a) Any member of the company  

(b) The Creditor of the company  

(c) Persons other than member and creditor of the company  

(d) No person is allowed to inspect the register of charges  

 

Q.3  As per the provisions of the Companies Act, 2013 and relevant rules thereunder, an eligible company is 
not permitted to accept from public or renew the same deposits (whether secured or unsecured) which is 
repayable on demand or in less than __________ months. Further, the maximum period of acceptance of 
deposit cannot exceed ____________ months. But, for the purpose of meeting any of its short-term 
requirements of funds, a company may accept or renew deposits for repayment earlier than _______ months 
subject to certain conditions.  

(a) six, thirty six, six  

(b) three, twenty four, three  

(c) six, sixty, six  

(d) three, sixty, six  

 

Q.4  “Associate company”, in relation to another company, means a company in which that other company 
has a significant influence, but which is not a subsidiary company of the company having such influence and 
includes a joint venture company. Here, the words ‘significant influence’ means:  

(a) Control of at least 10% of total voting power  

(b) Control of at least 15% of total voting power  
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(c) Control of at least 20% of total voting power  

(d) Control of at least 25% of total voting power  

 

Q.5 Birthday Card Limited, a listed company can appoint or re-appoint, Mishra & Associates (a firm of 
Chartered Accountants), as their statutory auditors for:  

(a) One year only  

(b) One term of 3 consecutive years only  

(c) One term of 4 consecutive years only  

(d) Two terms of 5 consecutive years  

 

Q.6 Which of the following is a prohibited service to be rendered by the auditor of a company?  

(a) Design and implementation of any financial information system  

(b) Making report to the members of the company on the accounts examined by him.  

(c) Compliance with the auditing standards  

(d) Reporting of fraud against the company by officers or employees to the Central Government  

 

Q.7 Roma Along with her six friends has incorporated Roma Trading Ltd. In May 2019. The paid- up share 
capital of the company is 30 lacs. Further, in April 2020, she noticed that in the last financial year, the 
turnover of the company was well below ₹20 crores. Advise whether the company can be treated as a ‘small 
company’.  

(a) Roma Trading Ltd. Is definitely a ‘small company’ since its paid-up capital is much below ₹2 crores and 
also its turnover has not exceeded the threshold limit of ₹20 crores.  

(b) the concept of ‘small company’ is applicable only in case of a private limited company/OPC and 
therefore, despite meeting the criteria of ‘small company’ it being a public limited company it cannot enjoy 
benefits of ‘small company’.  

(c) Unlike a private limited company/OPC which automatically becomes a ‘small company’ as soon as it 
meets the criteria of ‘small company’, Roma Trading Ltd. being a public limited company has to maintain 
the norms applicable to a ‘small company’ continuously for two years so that, thereafter, it will be treated as 
a “small company”.  

(d) If all the shareholders of Roma Trading Ltd. give an undertaking to the ROC stating that they will not let 
the paid-up share capital and also turnover exceeded the limits applicable to a ‘small company’ in the next 
two years, then it can be treated as a ‘small company’.  

 

Q.8 A person is disqualified to be appointed as auditor of the company if he himself or his relative or partner 
has given any guarantee in connection with the indebtedness of any third person to the company for an 
amount exceeding ₹__________? 
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(a) One Lac         (b) Two Lacs 

(c) Five Lacs          (d) Ten Lacs 

 

Q.9 A person is disqualified to be appointed as auditor of a company if he has been convicted by a court of 
an offence involving fraud and a period of _______ years has not elapsed form the date of such conviction 

(a) 2 years           (b) 5 years 

(c) 7 years           (d) 10 years  

 

Q.10 A person is disqualified to be appointed as auditor of a company if such person as at date of such 
appointment holding appointment of more than ________ companies. 

(a) 10              (b) 15 

(c) 20                           (d) 30 

 

Q.11 The remuneration of first auditor appointed by members of the company shall be fixed by ________ 

(a) Company              (b) Board of Directors  

(c) Central Government            (d) CAG 

 

Q.12 All the companies accepting deposits shall file the details of monies so accepted with the Registrar in 
Form No. ________ 

(a) DPT-1              (b) DPT-2 

(c) DPT-3               (d) DPT-4 

 

Q.13 No company shall accept or renew any deposit which is repayable after _____ from the date of 
acceptance of such deposit.  

(a) 6 months                (b) 12 months 

(c) 24 months                (d) 36 months  

 

Q.14 For the purposes of providing security, even company inviting secured deposits shall provide for 
security by way of a charge on its assets as referred to in ______ of the Act excluding _____ assets of the 
company for the due repayment of the amount of deposit and interests thereon.  

(a) Schedule II; intangible               (b) Schedule II; tangible 

(c) Schedule III; Intangible               (d) Schedule III, tangible 
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Q.15 In case of deposits which are secured by the charge on the assets, the amount of such deposits and the 
interest payable thereon shall no exceed the ______ f such as assessed by ______ 

(a) Market value; a registered valuer                 

(b) Market value; a chartered accountant 

(c) Book value; a registered valuer  

(d) Book value; a chartered accountant  

 

Q.16 The security for deposits shall be created in favour of a trustee for the depositors shall not be in the 
nature of _______ 

(a) A mortgage        (b) A pledge  

(c) Either (a) or (b)       (d) None of these 

 

Q.17 A company shall execute a deposit trust deed in Form _____ at least 7 days before issuing the circular 
or circular in the form of advertisement  

(a) DPT-1        (b) DPT-2 

(c) DPT-3        (d) DPT-4 

 

Q.18 A company shall be liable to pay a penal rate of interest of ______ per annum for the overdue period in 
case of deposits whether secured or unsecured, matured and claimed but remaining unpaid.   

(a) 12%        (b) 15% 

(c) 18%         (d) 24% 

 

Q.19 If a company had accepted any deposit before the commencement of the Companies Act, 013, and 
such deposit or interest thereon remains unpaid as on such commencement, then, the company shall file a 
statement in Form No. ______ 

(a) DPT-1        (b) DPT-2 

(c) DPT-3        (d) DPT-4 

 

Q.20 A company may make an application to _____ seeking extension of time for repayment of any deposit 
accepted before the commencement of the Companies Act, 2013 

(a) The Tribunal       (b) The Registrar 

(c) The Central Government      (d) The Court 
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Q.21 A company may accept deposits from person other than its members, only if it is a public company and 
the net worth of the company is _____ or more, ______ turnover of the company is _______ or more. 

(a) Rs. 100 crore; or; Rs. 500 crore      

(b) Rs. 1,000 crore; or; Rs. 5,000 crore 

(c) Rs. 100 crore; and; Rs. 500 crore  

(d) Rs. 1,000 crore; and; Rs. 5,000 crore 

 

Q.22 Every eligible company shall obtain ______ credit rating for deposits accepted by it and a copy of the 
credit rating shall be filed with the Registrar alongwith the return of deposits. 

(a) At the time of acceptance of deposits  

(b) At the time of renewal of deposits  

(c) Either (a) or (b) or both  

(d) At least once in a year  

 

Q.23 Statement (1): A public company having a paid-up share capital of Rs. 10 Lakh and a turnover of Rs. 
40 lakh is a small company 

Statement (2): A private company having a paid-up share capital of Rs. 10 lakh and a turnover of Rs. 40 lakh 
is a small company even though it is a subsidiary of another private company. 

(a) Only statement (1) is correct      

(b) Only statement (2) is correct 

(c) Both the statements are correct 

(d) None of the statements is correct 

 

Q.24 The paid-up capital and turnover of Sush Ltd. is Rs. 45 lakh and Rs. 1.5 crore respectively. Sush Ltd. is 
a wholly owned subsidiary of Khush Ltd. Choose the right answer from amongst the following options: 

(a) Sush Ltd. is a small company since its paid-up capital and turnover do not exceed the limits contained in 
Sec. 2(85) 

(b) Sush Ltd. is not a small company since it is a subsidiary of a public company 

(c) Sush Ltd. is not a small company since its paid-up capital exceeds the limit contained in Sec. 2 (85) 

(d) Sush Ltd. is not a small company since its turnover exceeds the limit contained in Sec. 2(85)  

 

Q.25 An institution may be notified as a public financial institution it it has been established or constituted 
by or under ________ other than this Act or the previous comoany law: 

(a) Any Central Act       (b) Any  State Act 

(c) Either (a) or (b)       (d) None of these 



7 
 
Q.26 Which of the following is correct? 

(a) Remuneration of auditor shall in addition to the fees payable include expenses, if any incurred by the 
auditor in connection with the audit of the company 

(b) Remuneration does not include any remuneration paid to auditor for any other service rendered by him at 
the request of the company 

(c) Both of the Above 

(d) None of the Above 

 

Q.27 The amount of the dividend shall be deposited by the company in __________ in a separate account 
within ________ of declaration of such dividend. 

(a) A nationalised bank; 5 days 

(b) A scheduled bank; 5 days 

(c) State bank of India; 7 days 

(d) A nationalised bank; 7 days 

 

Q.28 If a company fails to transfer the unpaid or unclaimed dividend to the Unpaid Dividend Account, the 
company shall be liable to pay interest @ ____ per annum. 

(a) 9%        (b) 12% 

(c) 15%       (d) 18% 

 

Q.29 Anu Money transferred to the Unpaid Dividend Account which remains unpaid for ______ form the 
date of such transfer shall be transferred by the company, along with interest accrued, if any, to the ‘Investor 
Education and Protection Fund’. 

(a) 3 years        (b) 5 y ears 

(c) 7 years        (d) 10 years5  

 

Q.30 All such shares in respect of which dividend has not been paid or claimed for ____ shall be transferred 
by the company in the name of Investor Education and Protection Fund. 

(a) Any 7 years        (b) 7 consecutive years 

(c) Any 5 years        (d) 5 consecutive years   
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                                                       DIVISON B                                                         (70 Marks) 

SUBJECTIVE QUESTIONS 
Note: Question no. 1 is compulsory. Answer any three questions from the rest. 

Q.1(a) State with reasons (in short) whether the following statements are correct or incorrect: 

(i) The first auditor of a Government company was appointed by the Board in its meeting after 10 days from 
the date of registration. 

(ii) Director’s relative can act as an auditor of the company 

(iii) If an LLP (Limited Liability Partnership Firm) is appointed as an auditor of a company, every partner of 
a firm shall be authorized to act as an auditor. 

(iv) AB & Co. is an audit firm having partners Mr. A and MR. B, MR. C, the relative of MR. B is holding 
securities having face value of ₹ 2,00,000 in XYZ Ltd. AB & Co. is qualified for being appointed as an 
auditor of XYZ Ltd. 

(v) The Auditor of a Ltd. Company wanted to refer to the minute books during audit but board of directors 
refused to show the minute books to the auditors.                                        (5 Marks) 

 

Q.1(b) How will a copy of an instrument evidencing creation of charge and required to be filed with the 
Registrar be verified?                        (4 Marks) 
 

Q.1(c) Explain the provisions for Appointment of Trustee for Depositors under the Companies Act, 2013 
read with the ‘Acceptance of Deposits’ Rules, 2014.                                       (6 Marks) 

 

Q.1(d) YZ Medical Instruments Limited is a manufacturing company & has proposed a dividend @10% for 
the year 2018-19 out of the profits of current year. The company has earned a profit of ₹ 910 crores during 
2018-19. The company does not intend to transfer any amount to the general reserves out of the profits. Is 
YZ Medical Instruments Limited allowed to do so? Comment.                                                         (4 Marks)  

 

Q.2(a) Discuss the following situations in the light of ‘deposit provisions’ as contained in the Companies 
Act, 2013 and the Companies (Acceptance of Deposits) Rules, 2014, as amended from time to time. 
  

(i) Samit, one of the directors of Zarr Technology Private Limited, a start-up company, requested his close 
friend Ritesh to lend to the company ₹30.00 lacs in a single tranche by way of a convertible note repayable 
within a period six years from the date of its issue. Advise whether it is a deposit or not.  

(ii) Polestar Traders Limited received a loan of ₹30.00 lacs from Rachna who is one of its directors. Advise 
whether it is a deposit or not.  

(iii) City Bakers Limited failed to repay deposits of ₹ 50.00 crores and interest due thereon even after the 
extended time granted by the Tribunal. Is the company or Swati, its officer-in-default, liable to any penalty?
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(iv) Shrinagar Readymade Garments Limited wants to accept deposits of ₹ 50.00 lacs from its members for 
a tenure which is less than six months. Is it a possibility? 

(v) Is it in order for the Diamond Housing Finance Limited to accept and renew deposits from the public 
from time to time?                                         (5 Marks) 

 

Q.2(b) Which of the institutions are regarded as “Public Financial Institutions” under the Companies Act, 
2013?                                           (4 Marks) 

 

Q.2(c) State, with reasons, whether the following statements are ‘True or False’? 

(i) ABC Private Limited may accept deposits from its members to the extent of ₹ 50.00 lakhs, if the 
aggregate of its paid-up capital, free reserves and security premium account is ₹ 50.00 lakhs 

(ii) A Government Company, which is eligible to accept deposits under Section 76 of the Companies Act, 
2013, cannot accept deposits from public exceeding 25% of the aggregate of its paid-up capital, free reserves 
and security premium account.                                                              (4 Marks) 

 

Q.2(d) Managing Director of PQR Ltd. himself wants to appoint Shri Ganpati, a practicing Chartered 
Accountant, as first auditor of the Company. Comment on the proposed action of the Managing Director. 
                                               (4 Marks) 

 

Q.3(a) Define the term “deposit” under the provisions of the Companies Act, 2013 and comment quoting 
relevant provisions whether the following amounts received by a company will be considered as deposits or 
not:  

(i) ₹ 5,00,000 raised by Rishi Confectionaries Limited through issue of non-convertible debentures not 
constituting a charge on the assets of the company and listed on a recognised stock exchange as per the 
applicable regulations made by the Securities and Exchange Board of India.  

(ii) ₹ 2,00,000 received by Raja Yarns Limited from its employee MR. T, who always an annual salary of 
₹1,50,000, as a non-interest-bearing security deposit under a contract of employment 

(iii) ₹ 3,00,000 received by a private company from one of the relatives of a Director. The said relative has 
furnished a declaration that the amount was received by him from his mother as a gift.    (6 Marks) 

 

Q.3(b) P Limited appointed “XYZ & Co.”, an audit firm, as Auditor of the company at the Annual General 
Meeting held on 30 September, 2021. Mr. X, Y and Z are partners in XYZ & Co.  
With reference to the Companies Act, 2013, examine, the validity of appointment of the XYZ & Co. in each 
of the following cases separately:  
(i) Mrs. Q, wife of Mr. X has invested in the equity shares of P Limited having face value of ₹1 lakh.  
(ii) Mrs. Q. wife of Mr. X has given guarantee in relation to a loan taken by G from P Limited of an amount 
worth ₹1,50,000  
(iii) Mrs. Q. wife of Mr. X is indebted to Z Limited for ₹10,00,000 (P Limited holds one fourth of the paid-
up Equity Share Capital of Z Ltd.)  

(6 Marks)  
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Q.3(c) Discuss the purpose of cost audit. What are the legal provisions regarding applicability of cost audit?
                                 (5 Marks) 

Q.4(a) Discuss the following: 

(a) Ceiling on number of audits in a company to be accepted by an auditor.  

(b) Filling of a casual vacancy of auditor in respect of a company audit.                            (4 Marks) 

 

Q.4(b) ABC Limited created a charge in favour of OK Bank. The charge was duly registered. Later, the 
Bank enhanced the facility by another Rs. 20 crores. Due to inadvertence this modification in the original 
charge was not registered. Advise the company as to the course of action to be pursued in this regard.  

 (5 Marks) 

Q.4(c) Herry Limited is a company registered in Thailand. It has no place of business established in India, 
yet it is doing online business through telemarketing in India having its main server for online business 
outside India. State the status of the Company under the provisions of the Companies Act, 2013.   (4 Marks) 

 
Q.4(d) Enumerate the amounts which when received by a company in the ordinary course of business are 
not to be considered as deposits. (Write any three)                                                                            (4 Marks)  
 
 
Q.5(a) Referring the relevant provisions of the Companies Act, 2013, examine, whether following 
companies will be considered as listed company or unlisted company.  
(i) ABC Limited, a public company, has listed its non-convertible Debt securities issued on private 
placement basis in terms of SEBI (Issue and Listing of Debt Securities) Regulations, 2008.  
(ii) CHG Limited, a public company, has listed its non-convertible redeemable preference shares issued on 
private placement basis in terms of SEBI (Issue and Listing of Non-Convertible Redeemable Preference 
Shares) Regulations, 2013.  
(iii) PRS Limited, a public company, which has not listed its equity shares on a recognized stock exchange 
but whose equity shares are listed on a stock exchange in a jurisdiction as specified in sub-section (3) of 
section 23 of the Companies Act, 2013.          (6 Marks)  
 

Q.5(b) Perfect Limited Company raised the secured deposit of 100 crores an 30 June, 2021 from the public 
on interest @ 12% p.a. repayable after 3 years. The charges has been created within prescribed time in 
favour of trustee of depositors against the deposit taking following assets of the company as security:  
Land & Building   ₹60 crores  
Plant & machinery   ₹ 20 crores  
Factory Shed    ₹ 20 crores  
Trade Mark    ₹ 20 crores  
Goodwill    ₹ 25 crores  
Explain the validity of the charges created with reference to the Companies (Acceptance of Deposit) Rules, 
2014.               (4 Marks) 
 
 
Q.5(c) 40% of the Paid-Up Share Capital of Company A is held by the Central Government and 11% by 
Public Financial Institutions like Life Insurance Corporation of India and the Unit Trust of India. Is 
Company A, a Government Company?          (4 Marks)  
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Q.5(d) Whether the following statements are True or false:  
 
1. If the members composing the company die or dissociate themselves, the company also gets extinct.  
2. A company can own property, have a Banking Account, raise Loans, incur Liabilities and enter into 
Contracts, whereas its Members cannot contract with the Company, acquire rights against it or incur liability 
to it.  
3. A Subsidiary Company cannot hold Shares of its Holding Company.  
4. Company is a Legal Person but not a citizen.               (3 Marks)  
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