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Mock Test Paper - Series II: April, 2026
Date of Paper: 25t April, 2026
Time of Paper: 2 P.M. to 5 P.M.

FOUNDATION COURSE
PAPER 2: BUSINESS LAWS
Question No. 1 is compulsory.
Attempt any four questions from the remaining five questions.
(Time allowed: 3 Hours) (100 Marks)

1. (@ (i) Mr. L let out his residential house to Mr. M for ¥ 50,000 p.m. for a period of
one year. According to the Rent agreement, electricity bill will be paid by
Mr. L. But Mr. L could not pay for electricity dues up to 5 months, due to
his financial hardships. The Electricity Board sent the notice of
disconnection, if it is not paid within a week's time. To avoid all this, Mr. M
paid the electricity bill of ¥ 50,000 with penalty. Later on, L refused to
reimburse ¥ 50,000 and argued that he has paid bill voluntarily because of
his own interest. Decide with reference to provisions of the Indian Contract
Act, 1872 whether Mr. M is entitled to be reimbursed by Mr. L? (3 Marks)

(i) Mr. Aoffered to sell 25 chairs to Mr. B @ T 1,500 per chair on 12.02.2026.
A promised B that he would keep the offer open till 15.02.2026. However,
on 13.02.2026, he sold those chairs to Mr. C @ ¥ 1,700 per chair without
the knowledge of B. Mr. B communicated the acceptance of the above
offer on 14.02.2026.

Advise, with reference to provisions of the Indian Contract Act, 1872
whether Mr. B can claim damages from Mr. A? (2 Marks)

(iii) ~ Mr. A was running an orphanage. His friend Mr. S, a philanthropist
agreed to donate T 2 lakh for treatment of a child, who was suffering
from cancer. On emergency, Mr. A incurred ¥ 1.5 lakh on treatment
of child. Now, Mr. S refused to pay. Whether Mr. A can claim ¥ 1.5 lakh
from Mr. S with reference to provisions of the Indian Contract Act, 18727

(2 Marks)

(b) (i) XYZ Ltd. was incorporated to hold the patent for a new product. The
company is expecting to start its commercial production within the next two
years. In the meanwhile, for timely installation, the company has placed the
purchase order for plant and machinery with a down payment of X 1 crore.
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Referring to the provisions of the Companies Act, 2013, examine whether
the company can go for acquiring the status of a dormant company?

(4 Marks)

(i)~ Mike LLC incorporated in Singapore having an office in Pune, India.
Analyze whether Mike LLC would be called a foreign company as per the
provisions of the Companies Act, 2013? Also explain the meaning of
foreign company. (3 Marks)

(¢)  When does dissolution of a partnership firm take place under the provisions of the
Indian Partnership Act, 1932? Explain. (6 Marks)

2. (@)  Sony, a friend of Priya wanted to buy her two-wheeler. Priya agreed to sell her
two-wheeler to Sony and it was decided that price of her two- wheeler will be fixed
by Priya's father, who is an auto dealer. Priya immediately handed over the keys
to Sony. However, Priya's father refused to fix the price as he did not want Priya
to sell her vehicle. Priya expressed her inability to sell the two-wheeler to Sony
and asked for return, but Sony refused to return the same. Explain under the Sale
of Goods Act, 1930-

(i) Can Priya take-back the vehicle from Sony?

(i) Will your answer be different, if Priya had not handed over the vehicle to
Sony? (7 Marks)

(b)  Referring to the provisions of the Companies Act, 2013, answer the following:

(i) "Corporate veil sometimes fails to protect the members of the company
from the liability connected to the company's actions." Explain any three
instances. (5 Marks)

(i)~ What is the effect of Memorandum and Articles when registered? (2 Marks)

(c)  ALLPis anew form of legal business entity with limited liability. It's an alternative
corporate business vehicle that only gives the benefits of limited liability at low
compliance cost but allows its partners the flexibility of organizing their internal
structure as a traditional partnership. Keeping in view of above, define the
following characteristics of LLP.

(i) Body Corporate

(i) Mutual Agency

(i)~ Foreign LLPs

(iv)  Artificial legal person (6 Marks)
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3. (@)  Referring to the provisions of the Indian Partnership Act, 1932, answer the
following:

(i) Ram and Shyam are partners in a partnership firm styled as RS & Co. (the
firm). Gopal, a renowned businessman, is their common friend. Ram
introduced Gopal to Sundar, a supplier to the firm, as his newly joined
partner. Gopal knowing that he is not a partner preferred to keep quiet on
such an introduction. This information about Gopal, being a partner of the
firm, was shared by Sundar with another businessman Madhav. Next day,
Sundar supplied the raw material on credit and Madhav lent ¥ 5 lakhs to
the firm for a short period on the understanding that Gopal is a partner of
the firm. On due dates, the firm failed to discharge its liability towards both.
Advise Gopal, whether he is liable to Sundar and Madhav for the aforesaid
liability of the firm. (3 Marks)

(i)~ On admission as a new partner, Amar agreed to be liable for the existing
debts (referred to as the old debts) of the firm by an agreement signed by
the all partners including Amar. Examine whether Amar will be liable in a
suit filed by the creditor against the firm and all existing partners for
recovery of the old debt of the firm. (2 Marks)

(i)~ Suman, having 10% share in the property of ¥ 200 lakh of a firm retires
from the firm on 315t March, 2023. The firm continues with the business
thereafter without final settlement of accounts between the existing and
retired partners and earned profits of ¥ 10 lakh during the financial year
ending 315 March, 2024. Suman, in her own interest and in the absence of
any provision in the partnership firm on this point, claimed % 3 lakh from
the firm toward the use of her share in the property and profit of the firm
which was-rejected by the partners. There is no contract between the
partners contrary to the provisions of the Act in this regard. Examine the
validity of the amount claimed by Suman under the provisions of the Indian
Partnership Act, 1932. (2 Marks)

(b)  The State Government of X, a state in the country is holding 48 lakh shares of Y
Limited. The paid up capital of Y Limited is ¥ 9.5 crore (95 lakh shares of ¥ 10
each). Y Limited directly holds 2,50,600 shares of Z Private Limited which is
having share capital of ¥ 5 crore in the form of 5 lakh shares of ¥ 100 each.
Z Private Limited claimed the status of a subsidiary company of Y Limited as well
as a Government company. Advise as a legal advisor, whether Z Private Limited
is a subsidiary company of Y Limited as well as a Government company under the
provisions of the Companies Act, 20137 (7 Marks)
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(c)  “An anticipatory breach of contract is a breach of contract occurring before the
time fixed for performance has arrived”. Also, discuss the effect of anticipatory
breach of contracts under the Indian Contract Act, 1872. (6 Marks)

4. (@ (i)  Rama directs Shyam to sell laptops for him and agrees to give Shyam
eleven percent (11%) commission on the sale price fixed by Rama for each
laptop. As Government of India put restrictions on import of Laptops, Rama
thought that the prices of laptops might go up in near future and he revokes
Shyam's authority for any further sale. Shyam, before receiving the letter
at his end sold 5 laptops at the price fixed by Rama. Shyam asked for 11%
commission on the sale of 5 Laptops for ¥ 1 lakh each. Explain under the
provisions of the Indian Contract Act, 1872:

(1) Whether sale of laptops after revoking Shyam's authority is binding
on Rama?

(2)  Whether Shyam will be able to recover his commission from Rama,
if yes, what will be the amount of such commission? (4 Marks)

(i) Sahil sells by auction to Rohan a horse which Sahil knows to be unsound.
The horse appears to be sound, but Sahil knows about the unsoundness
of the horse. Is this contract valid in the following circumstances under the
Indian Contract Act, 1872:

(A)  If Sahil says nothing about the unsoundness of the horse to Rohan.
(B) If Sahil says nothing about it to Rohan who is Sahil’s son.

(C)  If Rohan says to Sahil “If you do not deny it, | shall assume that the
horse is sound.” Sahil says nothing. (3 Marks)

(b)  What are Inchoate and Ambiguous Instruments under the Negotiable Instruments
Act, 18817 (7 Marks)

(c)  What do you understand by Law? Also, elaborate the procedure for making a law.
(6 Marks)

5. (@)  Mr. Manoj was running a shop selling good quality washing machines.
Mr. Vivek came to his shop and asked for washing machine which is suitable for
washing woollen clothes. Mr. Manoj showed him a particular machine which
Mr. Vivek liked and paid for it. Later on, when the machine was delivered to
Mr. Vivek’s house, it was found that it was the wrong machine and also unfit for
washing woollen clothes. He immediately informed Mr. Manoj about the delivery
of the wrong machine. Mr. Manoj refused to exchange the same, saying that the
contract was complete after the delivery of the washing machine and payment of
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price. With reference to the provisions of the Sale of Goods Act, 1930, discuss
whether Mr. Manoj is right in refusing to exchange the washing machine.

(7 Marks)

(b) () What is the difference between partnership and co-ownership as per
the Indian Partnership Act, 19327 (4 Marks)

(i) Discuss the provisions regarding personal profits earned by a partner
under the Indian Partnership Act, 1932? (3 Marks)

(c)  State the essential elements of a contract of bailment. (6 Marks)

6. (@ (i) ‘Nakul' made promissory note in favour of ‘Sahdev’ of ¥ 10,000 and
delivered to him. ‘Sahdev’ indorsed the promissory note in favour of ‘Arjun’
but delivered to Arjun’s agent. Subsequently, Arjun’s agent died, and
promissory note was found by ‘Arjun’ in his agent’s table drawer. ‘Arjun’
sued ‘Nakul’ for the recovery of promissory note. Whether ‘Arjun’ can
recover amount under the provisions of the Negotiable Instrument Act
18817 (4 Marks)

(i)  Utkarsh purchased some goods from Saksham for ¥ 50,000 on 14! August.
Saksham drawn a bill of exchange on Utkarsh and sent to him for
acceptance on the same day at 3:00 pm Utkarsh requested Saksham to
allow him some time for acceptance. Saksham allowed him 48 hours for
acceptance. Utkarsh could not accept till 16" August (3:00 pm). Saksham
treated the bill as dishonoured for non-acceptance. Referring the
provisions of the Negotiable Instruments Act, 1881, whether bill of

exchange was dishonoured due to non-acceptance? (3 Marks)

() () Explain any four differences between Contract of Indemnity and Contract
of Guarantee. (4 Marks)

(i)~ Whether the threat to commit suicide is coercion? (2 Marks)

e ) Explain the legal rules of auction sale relating to the following points as per
provisions of the Sale of Goods Act, 1930:

(A)  Bid by seller with or without notification
(B)  Bidder to retract from his bid
(C)  Effect of pretending bidding (4 Marks)

(i) Explain the provisions relating to the delivery of the wrong quantity of
goods as per the provisions of the Sale of Goods Act, 1930. (3 Marks)
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