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FOREWORD 

 

More has been said about the writing of lawyers and judges than of any other group, except, of 

course, poets and novelists. The difference is that while the latter has usually been admired for 

their writing, the public has almost always damned lawyers and judges for theirs. If this state of 

affairs has changed in recent times, it is only in that many lawyers and judges have now joined 

the rest of the world is complaining about the quality of legal prose. My best wishes to all these 

student contributors, for their future endeavours. My best wishes and assurance to the readers 

that this will add a lot to the knowledge after reading this perfect case compilation. It is not just 

for the legal fraternity but for anyone who has an interest in the field of law.  

By Vrinda Khanna  

Associate, All India Legal Forum 
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PREFACE 

 

May there be Peace in Heaven, May there be Peace in the Sky, May there be Peace in the Earth, 

May there be Peace in the Water, May there be Peace in the Plants, May there be Peace in the 

Trees, May there be Peace in the Gods in the various Worlds, May there be Peace in all the 

human beings, May there be Peace in All.  

PEACE, PEACE, PEACE. Our age-old culture prays for peace and happiness for one and all. 

Family is the first and oldest social group. It has played an important role in the stability and 

prosperity of the civilization. Almost everything of lasting value in humanity has its roots in the 

family. Peace and harmony in the family are important for the all-round development of children. 

This Compilation of Judgments of the Supreme Court of India and High Court of India by All 

India Legal Forum is aimed at bringing about desired sensitivity in all duty holders. We are glad 

to be a part of the All-India Forum. Here is an introduction to my team:  

Patron- in-Chief: Aayush Akar  

Editor-in-Chief: Shubhank Suman  

Senior Manager: Vrinda Khanna  

Manager: Sakshi  

Researchers:  

• Anagh Raj  

• Adila Jaleel  

• Riya  

• Priyanshi  

• Vaishali  

Editor: Livya P. Lalu 
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DISCLAIMER 

 

Team AILF India has made all efforts to summarize the cases from original cases retrieved from 

AIR and SCC. In some cases, the team has tried to summarize cases from the available sources 

as they could not find original ones.  
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Company Law 

1. What is a legal person which capable of perpetual succession and common seal.. 2. Firm 3. 

Voluntary Association 4. Partnership 5. Company. 

Ans - D 

2. Mark out the document that need not be prepared and registered with the registrar of 

companies in public limited companies. 

• [A] statutory declaration 

• [B] memorandum of association . 

• [C] articles of association . 

• [D] directors undertakings to take up and pay for qualification shares 

Answer: Option [C] 

3. The total managerial remuneration to the directors and the manager in respect of any financial 

year must not exceed _________ percent of the net profit. 

• [A] one 

• [B] three 

• [C] eleven 

• [D] ten 

Answer: Option [C] 

4. All monies received with the application of shares are to be deposited_______. 

• [A] with the controller of capital issues . 

• [B] in the companys bank account 

• [C] in a special account opened in a scheduled bank for the purpose 
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• [D] with the registrar of companies 

Answer: Option [C] 

5. Company-B shall be considered as a holding (or a subsidiary) company of the Company-A if: 

I. Company-A owns more than 50% of the voting shares of Company-B 

II. Company-A controls the composition of board in Company-B 

(A) I only 

(B) II only 

(C) I or II 

Answer -C 

6. According to Section 2(49) of the Corporate Law (also called Company Law), which from the 

following are private companies? 

I. Single Member Company 

II. Private Company 

III. Public Unlisted Company 

(A) I only 

(B) II only 

(C) I and II only 

(D) I, II and III 

Answer C 

7.While calculating Direct tax payable u/s 7 of the payment of Bonus Act. Which of the 

following. 

Should not be considered? 
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(a) Exemption under I.T. Act 

(b) Deduction under I.T. Act 

(c) Loss carried forward 

(d) All of the above 

Ans. (d) 

8. Which one of the following has a right to claim compensation for any loss due to mis-

statement in prospectus 

(a) Purchasing shares in Primary Market 

(b) Secondary Market 

(c) Subscribers to memo 

(d) All the above 

Ans. (a) 

9. If the company has not received permission for listing from stock exchange and repayment of 

amount delayed by more than 8 days the minimum interest should be paid is 

(a) 4% 

(b) 3% 

(c) 2% 

(d) none of these 

Ans. (a) 

10. Central Government permission is required in case of_____ conversion____ 

(a) Private to public 

(b) Public to private 
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(c) Both (a) or (b) 

(d) None of the above 

Ans. (b) 

11. If the company failed to refund application money with in 130 days from the date of issue of 

prospectus on non-receipt of minimum subscription who will be personally liable. 

(a) Company 

(b) Directors 

(c) Shareholders 

(d) None of these 

Ans. (b). 

12. _______ % of shares should be held by a company in another company so as to become 

subsidiary 

(a) more than 50 

(b) more than 40 

(c) more than 30 

(d) more than 20 

Ans. (a) 

13. XYZ Co, is having 10% share capital held by another Public Company and 35% held by 

Central 

Government and 55% held by people then that Company is 

(a) Government Company 

(b) Private Company 
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(c) Public Company 

(d) None of these 

Ans. (c) 

14. XYZ Co, is having 15% share capital held by X Company and 50% held by Central 

Government and 10% held by State Government and 25% held by other people then that 

company will be 

(a) Government Company 

(b) Private Company 

(c) Public Company 

(d) None of these 

Ans. (a). 

15. Which of the following are correct with respect to Private Placement.?(2 M) 

1. It is mentioned in Section 40 of Companies Act ,2013 

2. Maximum limit for the private placement in a financial year cannot exceed 200. 

3. Private placement must be made within 60 days. 

A) 1 and 2 

B) 2 and 3 

C) 1 and 3 

D) 3 only 

E) ALL of the above 

Answer: Option B 

16. Preference shareholders have the right to vote in which of the following cases?(1 M) 
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A) On every resolution of the company. 

B) Resolutions which affect their rights. 

C) Resolution for winding up of the company. 

D) A and B. 

E) B and C 

Answer: Option E 

17. CRR is mentioned in Companies Act 2013.What does CRR stand for?(1 M) 

A) Current Redemption Reserve. 

B) Cash Reserve Ratio 

C) Capital Redemption Reserve 

D) Cash Redeemable Reserve 

E) Capital Reserve Redemption 

Answer: Option C 

18. Which of the following alterations of share capital requires the approval of NCLT(National 

Company 

Law Tribunal)?(1 M) 

A) Increase of authorized share capital. 

B) Consolidation and division all or any share capital which results in increase in voting 

percentage of 

shareholders. 

C) Conversion of all or any of the fully paid-up shares into stock. 

D) Cancellation of shares. 
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E) Sub-division of shares or any of them into smaller amount 

Answer- B 

19. Which of the following are incorrect with respect to debentures?(1 M) 

A) A company may issue debentures with an option to be converted into shares wholly or partly. 

B) It can be issued with or without voting rights. 

C) A company cannot issue debentures to more than 500 people without appointing a debenture 

trustee. 

D) A and C 

E) B and C 

Answer: Option B 20. Which of the following statement is false? (a) No legal formality is 

required to form a company. (b) The shareholders of a company have limited liability. (c) A 

company can own property in its own name. (d) A company is managed by the elected 

representatives of shareholders. 

Answer: A 21. One who undertakes to form a company with reference to a given object and set it 

going and who takes the necessary steps to accomplish that purpose (a) Promoter (b) Directors 

(c) C.E.O. (d) Board of Directors 

Answer: A 22. The whole process of the company formation may be divided into three direct 

stages, the sequence is- (a) Promotion, incorporation by registration, commencement of business. 

(b) Incorporation by registration, commencement of business, promotion. (c) Commencement of 

business, promotion, incorporation by registration. (d) Commencement of business, 

incorporation by registration, promotion. 

Answer: A 
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Marine Cargo Policy 

Q1. In a marine cargo policy, the insurable interest should exist 

a) At the time of commencement of transit 

b) At the time of acceptance of proposal 

c) at the time of claim 

d) at the time of proposal 

Q2. Which one of the following marine cargo policy is not assignable 

a) Marine cargo specific policy 

b) Certificate issued under open cover 

c) Certificate issued made open policy 

d) Annual policy 

Q3. CIF Contract means 

a) Co-insurance form 

b) Cost input freight 

c) cost insurance freight 

d) cost incidental freight 

Q4. The maximum indemnity available under a marine open policy in respect of a consignment 

awaiting shipment at the port is 

a) Total sum insured under open policy 

b) Limit per bottom 

c) Total value of particular declaration 
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d) Limit per location 

Q5. Which of the following is not a stamped document 

a) open cover 

b) open policy 

c) Specific policy 

d) Special declaration policy 

Q6. Running down clause in a marine policy relates to 

a) Age of the vessel 

b) Collision 

c) Termination of insurance 

e) Age of the consignment 

Q7. Liability under “Both to blame collision” clause of ICC (A) has a reference to 

a) Shipping Bills 

b) Lloyd’s firm 

c) Proforma Invoice 

d) Bill of lading 

Q8. Which one of the following is an extra charge under a marine cargo policy 

a) Reconditioning cost incurred at an intermediary port 

b) Salvage charges 

b) Sue and labour charges 

c) Port charges 
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Q9. Which one of the following differentiates the salvage charge from the sue and labour charge 

a) Cost of food expenses for crew members 

b) independent of any contract 

c) cost incurred short of destination to complete the voyage 

d) Expenses for extra fodder for —- needs on board 

Q10. Which of the following is not Trade Clauses 

a) Institute Replacement Clause 

b) Institute Bulk Oil Clauses 

b) Institute natural rubber Clause 

c) Institute Coal Clauses 

Q11. Overseas Transit Policy comes to an end 

a) 30 days after landing at the port 

b) 45 days after landing at the port 

c) 60 days after landing at the port 

d) 90 days after landing at the port 

Q12. The Institute clauses have been drafted by 

a) TAC 

b) Institute of London Underwriters 

c) Lloyd’s 

c) GIC 

Q13. In marine insurance parlance, ‘average means 
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a) Premium 

b) Cost 

c) Freight 

d) Loss 

Q14. “Shut out Cargo” means a cargo which is 

a) Not loaded on to the ship due to late arrival 

b) Thrown out of the ship 

d) Shut in the bounded warehouse 

e) Rejected by the buyer 

Q15. PPI in marine cargo policy means 

a) Pre & Post Inspections 

b) Policy Proof of Interest 

c) Cost parcel Identification 

e) None of the above 

Q16. Subrogation in marine insurance refers to transfer of 

a) Right of recovery 

b) Right of possession 

b) Right of ownership 

c) None of the above 

Q17. In overseas Transit claim the proof of shipment is 

a) Bill of lading 
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b) Bill of Exchange 

d) Bill of Treasury 

e) None of the above 

Q18. Marine Policy offers 

a) Pure indemnity 

b) Strict Indemnity 

c) Adequate indemnity 

d) Modified form of indemnity 

Q19. In marine policy when recovery rights are prejudiced the claim is payable maximum to the 

extent of 

a) 100% 

b) 75% 

c) 50% 

e) 25% 

Q20. Survey fees reimbursable to the insured in a marine policy to the extent of 

a) 25% 

b) 50% 

c) 75% 

d) 100% 

Ans. c,d,c,d,a,b,d,a,b,a,c,b,d,a,b,a,a,d,b,d 
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Co-operate Finance 

1. Financial Management is mainly concerned with ____________. 

A. arrangement of funds 

B. all aspects of acquiring and utilizing financial resources for firms activities 

C. efficient Management of every business. 

D. profit maximization 

ANSWER: B 

2. In his traditional role the finance manager is responsible for ____________. 

A. arrange of utilization of funds. 

B. arrangement of financial resources. 

C. acquiring capital assets of the organization. 

D. effective management of capital. 

ANSWER: D 

3. The primary goal of the financial management is ____________. 

A. to maximize the return 

B. to minimize the risk. 

C. to maximize the wealth of owners. 

D. to maximize profit.. 

ANSWER: D 

4. Capital budgeting is related to ____________. 

A. long terms assets. 
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B. short term assets. 

C. . long terms and short terms assets. 

D. fixed assets. 

ANSWER: A 

5. A way to analyze whether debt or lease financing would be preferable is to: 

A. compare the net present values under each alternative, using the cost of capital as the discount 

rate. 

B. compare the net present values under each alternative, using the after-tax cost of borrowing as 

the 

discount rate. 

C. compare the payback periods for each alternative. 

D. compare the effective interest costs involved for each alternative 

ANSWER: B 

6. The type of lease that includes a third party, a lender, is called a(n) 

A. sale and leaseback. 

B. direct leasing arrangement. 

C. leveraged lease. 

D. operating lease. 

ANSWER: C 

7. Future value interest factor takes ____________. 

A. Compounding rate 

B. Discounting rate. 



 

20 
 

C. Inflation rate. 

D. Deflation rate. 

ANSWER: A 

8. Present value takes ____________. 

A. Compounding rate. 

B. Discounting rate. 

C. Inflation rate. 

D. Deflation rate. 

ANSWER: B 

9. Financial decisions involve ____________. 

A. Investment, financing and dividend decisions. 

B. Investment sales decisions. 

C. Financing cash decisions. 

D. Investment dividend decisions. 

ANSWER: C 

10. Traditional approach confines finance function only to ____________. 

A. raising 

B. mobilizing 

C. utilizing 

D. financing 

ANSWER: A 
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11. The company’s cost of capital is called ____________. 

A. Leverage rate 

B. Hurdle rate. 

C. Risk rate. 

D. Return rate. 

ANSWER: A 

12. Market value of the shares are decided by ____________. 

A. the respective companies. 

B. the investment market. 

C. the government. 

D. shareholders. 

ANSWER: D 

13. Cost of retained earnings is equal to ____________. 

A. Cost of equity. 

B. Cost of debt. 

C. Cost of term loans. 

D. Cost of bank loan. 

ANSWER: C 

14. Beta measures the ____________. 

A. Financial risk. 

B. Investment risk rate. 
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C. Market risk. 

D. Market and finance risk. 

ANSWER: B 

15. The expansion of CAPM is ____________. 

A. Capital amount pricing model. 

B. Capital asset pricing model. 

C. Capital asset printing model. 

D. a. Capital amount printing model. 

ANSWER: B 

16. Medium-term notes (MTNs) have maturities that range up to 

A. one year (but no more) 

B. two years (but no more). 

C. ten years (but no more). 

D. thirty years (or more) 

ANSWER: D 

17. Which one of the following is the main objective of Unit Trust of India? 

A. To mobilize the savings of high-income groups. 

B. To mobilize the savings to low and high-income groups. 

C. To mobilize the savings of corporate. 

D. To mobilize the savings of low and middle-income groups. 

ANSWER: D 
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18. The first development financial institution in India that has got merged with a bank 

A. IDBI 

B. ICICI 

C. UTI 

D. SFC 

ANSWER: B 

19. The most difficult to calculate is ____________. 

A. the cost of equity capital. 

B. the cost of preferred capital. 

C. the cost of retained earnings. 

D. the cost of equity and preference capital. 

ANSWER: B 

20. The required rate of return for an investment project should ____________. 

A. leave the market price of the stock unchanged 

B. increase the market price. 

C. reduce the market price. 

D. constant market price. 

ANSWER: A 
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Limited Liability Company 

1. In a ____-managed limited liability company (LLC), the members of the LLC have the 

right to manage the LLC 

a. member 

b. self 

c. manager 

d. partner 

 Ans.  A 

2. In a ____-managed limited liability company (LLC), the members designate a manager 

or managers to manage the LLC and delegate their management rights to the manager or 

managers. 

a. partner 

b. manager 

c. self 

d. member 

Ans.  B 

   

3. A member of a member-managed limited liability company (LLC) and a manager of a 

manager-managed LLC owe a fiduciary duty of ____ to the LLC. This means that these parties 

must act honestly in their dealings with the LLC. 

a. care 

b. accounting 

c. loyalty 
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d. obedience 

Ans. C 

4. Which of the following is true of an LLC? 

a. It can only have 100 shareholders. 

b. It does not have to file a form with the IRS to obtain flow-through taxation. 

c. It cannot have nonresident alien member-owners. 

d. It can only have one class of stock. 

Ans. B 

5. A ____ partnership is a special form of partnership in which all partners are limited 

partners, and there are no general partners. 

a. licensed limited 

b. limited 

c. special 

d. limited liability 

Ans. D 

6. A limited liability partnership (LLP) is created formally by filing ____ of partnership 

with the secretary of state of the state in which the LLP is organized. 

a. bylaws 

b. decrees 

c. resolutions 

d. articles 

Ans. D  
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7. A limited liability partnership (LLC) is a(n) ____ LLP in the state in which it is 

organized. 

a. domestic 

b. foreign 

c. residential 

d. alien 

Ans.  A 

8. A franchise is established when one party, the ___, licenses another party, the ___, to use 

the franchisor's trade name, trademarks, commercial symbols, patents, copyrights, and other 

property in the distribution and selling of goods and services. 

a. delegatee; delegator 

b. franchisor; franchisee 

c. delegator; delegatee 

d. franchisee; franchisor 

Ans.  B 

9. In a(n) ____ franchise, the franchisor manufactures a product and licenses a retail dealer 

to distribute the product to the public. 

a. processing plant 

b. area 

c. distributorship 

d. chain-style 

Ans. C   
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10. In a(n) ____ franchise, the franchisor provides a secret formula or the like to the 

franchisee; the franchisee then manufactures the product at its own location and distributes it to 

retail dealers. 

a. distributorship 

b. processing plant 

c. chain-style 

d. area 

Ans. B 

11. In a(n) ____, the franchisor licenses the franchisee to make and sell its products or 

services to the public from a retail outlet serving an exclusive geographical territory. 

a. area 

b. processing plant 

c. distributorship 

d. chain-style 

Ans. A 

12. A limited liability company (LLC) is a separate legal entity distinct from its members. 

a. True 

b. false 

Ans. A  

13. In a(n) ____ franchise, the franchisor authorizes the franchisee to negotiate and sell 

franchises on behalf of the franchisor. 

a. processing plant 
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b. distributorship 

c. area 

d. chain-style 

Ans. C 

14. The franchisor deals with the franchisee as a(n) ____. 

a. independent contractor 

b. agent 

c. dependent contractor 

d. employee 

Ans. A 

15. Which of the following is true of the franchisor and franchisee in a general franchise that 

is organized and operated properly? 

a. The franchisor deals with the franchisee as a general partner. 

b. The franchisee is jointly liable for the franchisor's torts. 

c. The franchisee is liable on its own contracts and is liable for its own torts. 

d. The franchisor and franchisee are always considered as one legal entity. 

Ans.C 

16. A franchisee needs to acquire a(n) ____ with the franchisor which will give the 

franchisee the right to use the franchisor's trademarks, service marks, trade names, and other 

intellectual property in the distribution of goods, services, software, and digital information. 

a. copyright 

b. license 
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c. royalty rate 

d. arraignment 

Ans. B 

17. Limited liability partnerships were introduced by which Act of Parliament? 

a. Limited Partnership Act 1907 

b. Limited Liability Partnership Act 2000 

c. Partnership Act 2000 

d. Companies Act 2006 

Ans. B 

18. Which of the following is not a method of creating a company? 

a. A written agreement made by the directors. 

b. Registration under the Companies Act 2006. 

c. Act of Parliament. 

d. Grant of Royal Charter. 

Ans. A 

19. Which one of the following is an unincorporated organisation? 

a. General partnership. 

b. Limited liability partnership. 

c. Public limited company. 

d. Private limited company. 

Ans. A 
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20. An organisation running a business has the following attributes: the assets belong to the 

organisation, it can create a floating charge over its assets, change in membership does not alter 

its existence, and members cannot transfer their interests to others. What type of organisation is 

it? 

a. A private limited company 

b. A limited liability partnership 

c. A general partnership 

d. A private limited company 

Ans. B 
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