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Mock Test Paper - Series I: April, 2024 

Date of Paper: 30th April, 2024 

Time of Paper: 2 P.M. to 5 P.M. 

 

FOUNDATION COURSE 

PAPER 2: BUSINESS LAWS 

Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

Wherever necessary, suitable assumptions should be made and disclosed  
by way of note forming part of the answer. 

Working Notes should form part of the answer. 

(Time allowed: 3 Hours) (100 Marks) 

 

1. (a)  Kashish was running a business of artificial jewellery since long. He sold 
his business to Naman and promises, not to carry on the business of 
artificial jewellery and real diamond jewellery in that area for a period of 
next one year. After two months, Kashish opened a show room for real 
diamond jewellery. Naman filed a suit against Kashish for closing the 
business of real diamond jewellery business as it was against the 
agreement. Whether Kashish is liable to close his business of real diamond 
jewellery following the provisions of Indian Contract Act, 1872? (7 Marks) 

(b) The paid-up capital of Darshan Photographs Private Limited is ` 1 Crores 
in the form of 50,000 Equity Shares of ` 100 each and 50,000 Preference 
Shares (not carrying any voting rights) of ` 100 each. Shadow Evening 
Private Limited is holding 25,000 Equity Shares in Darshan Photographs 
Private Limited. State with reason, 

(a)  Whether Darshan Photographs Private Limited is subsidiary of 
Shadow Evening Private Limited? 

(b)  Whether your answer would be different in case Shadow Evening 
Private Limited is holding 25,000 Equity Shares and 5,000 
Preference Shares in Darshan Photographs Private Limited?  

  (7 Marks) 

(c)  Define partnership and name the essential elements for the existence of 
a partnership as per the Indian Partnership Act, 1932. (3+3 = 6 Marks)  

2. (a)  Kapil entered in a contract with Rahul to purchase 1000 litres of mustard oil 
at the price which should be fixed by Akhilesh. Rahul already delivered 600 
litres out of 1000 litres to Kapil but when remaining 400 litres was ready to 
deliver, Akhilesh denied fixing the price of mustard oil. Rahul asked Kapil 
to return the oil already delivered and avoid the delivery of 400 litres. Kapil 
sued Rahul for non-delivery of remaining 400 litres mustard oil. Advise in 
the light of the Sale of Goods Act, 1930. (7 Marks) 
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(b)  Explain the 'Doctrine of ultra vires’ under the Companies Act, 2013. What 

are the consequences of 'ultra vires' acts of the company? (7 Marks) 

(c) “LLP is an alternative corporate business form that gives the benefits of 

limited liability of a company and the flexibility of a partnership”. Explain.  

    (6 Marks) 

3. (a) A and B are partners in M/s Aee Bee & Company. Firm is doing business 

of trading of plastic bottles. A is authorised to sell the stock of plastic bottles. 

It was decided between them that A should sell the plastic bottles at the 

minimum price which they have decided and if A sells at a price less than 

minimum price, he should first take the permission of B. Due to sudden 

change in government policy, the price of plastic bottles were continuously 

declining. To save the loss of firm, A sold the stock at lower price. 

Meanwhile, A tried to contact B but could not do so as B was on foreign 

trip. Afterwards when B came, he filed the suit to recover the difference of 

sale price and minimum price to the firm. Whether B can do so under the 

provisions of Indian Partnership Act, 1932? (7 Marks)  

 (b) (i) Tycoon Private Limited is the holding company of Glassware Private 

Limited. As per the last profit and loss account for the year ending  

31st March, 2023 of Glassware Private Limited, its turnover was ̀  1.80 

crore and paid up share capital was ` 80 lakh. The Board of Directors 

wants to avail the status of a small company. The Company Secretary 

of the company advised the directors that Glassware Private Limited 

cannot be categorized as a small company. In the light of the above 

facts and in accordance with the provisions of the Companies Act, 

2013, you are required to examine whether the contention of 

Company Secretary is correct, explaining the relevant provisions of 

the Act.    (4 Marks) 

(ii) In the Flower Fans Private Limited, there are only 5 members. All 

of them go in a boat on a pleasure trip into an open sea. The boat 

capsizes and all of them died being drowned. Explain with 

reference to the provisions of Companies Act, 2013:  

(A)  Is Flower Fans Private Limited no longer in existence?  

(B)  Further is it correct to say that a company being an artificial 

person cannot own property and cannot sue or be sued?  

 (3 Marks) 

(c)  “An anticipatory breach of contract is a breach of contract occurring 

before the time fixed for performance has arrived”. Discuss stating also 

the effect of anticipatory breach on contracts.  (6 Marks)  

4. (a) (i) Nitesh Gupta is constructing his house. For this purpose, he entered 

in a contract with M/s Baba Brick House to supply of 10,000 bricks on 

12th August 2023. M/s Baba Brick House has two Lorries of 5,000 
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brick capacity. On 12th August 2023, one of the Lorries was not in 

working condition so M/s Baba Brick House supplied only 5,000 bricks 

and promised Nitesh Gupta to supply rest 5,000 bricks on next day. 

Nitesh Gupta wants to cancel the contract, as M/s Baba Brick House 

did not supply the bricks as per the contract. M/s Baba Brick House 

gave the plea that no fault has been made from its part, hence 

contract should not be cancelled. In this situation, whether Nitesh 

Gupta can avoid the contract under Indian Contract Act, 1872?  

(4 Marks)  

(ii) Rahul, a transporter was entrusted with the duty of transporting 

tomatoes from a rural farm to a city by Aswin. Due to heavy rains, 

Rahul was stranded for more than two days. Rahul sold the 

tomatoes below the market rate in the nearby market where he was 

stranded fearing that the tomatoes may perish. Can Aswin recover 

the loss from Rahul on the ground that Rahul had acted beyond his 

authority taking into account the provisions of the Indian Contract 

Act, 1872?  (3 Marks) 

(b)  What are Negotiable Instruments? Explain its essential characteristics 

under the Negotiable Instruments Act, 1881.      (7 Marks) 

(c)  Explain in brief the various types of laws in the Indian Legal System.   

 (6 Marks)  

5. (a)  (i)  A agrees to sell certain goods to B on a certain date on 10 days credit. 

The period of 10 days expired and goods were still in the possession 

of A. B has also not paid the price of the goods. B becomes insolvent. 

A refuses to deliver the goods to exercise his right of lien on the 

goods. Can he do so under the Sale of Goods Act, 1930?  (4 Marks) 

(ii)  AB sold 500 bags of wheat to CD. Each bag contains 50 Kilograms 

of wheat. AB sent 450 bags by road transport and CD himself took 

remaining 50 bags. Before CD receives delivery of 450 bags sent 

by road transport, he becomes bankrupt. AB being still unpaid, 

stops the bags in transit. The official receiver, on CD's insolvency 

claims the bags. Decide the case with reference to the provisions 

of the Sale of Goods Act, 1930.  (3 Marks) 

 (b)  (i)  When the continuing guarantee can be revoked under the Indian 

Partnership Act, 1932?   (4 Marks) 

(ii) What do you mean by Goodwill as per the provisions of Indian 

Partnership Act, 1932?  (3 Marks) 

(c) Explain any five circumstances under which contracts need not be 

performed with the consent of both the parties.  (6 Marks)  

 



4 

6. (a) Priyansh purchased some goods from Sumit. He issued a cheque to Sumit 

for the sale price on 14th June, 2023. Sumit presented the cheque in his 

bank and his bank informed him on 19th June, 2023 that cheque was 

returned unpaid due to insufficiency of funds in the account of Priyansh. 

Sumit sued against Priyansh under section 138 of the Negotiable 

Instruments Act, 1881. State with reasons, whether this suit is 

maintainable? (7 Marks) 

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

(c) State the various essential elements involved in the sale of 

unascertained goods and its appropriation as per the Sale of Goods Act, 

1930.  (7 Marks) 
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Mock Test Paper - Series II: May, 2024 

Date of Paper: 24th May, 2024 

Time of Paper: 2 P.M. to 5 P.M. 

 

MOCK TEST PAPER II 

FOUNDATION COURSE 

PAPER 2: BUSINESS LAWS 

Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

Wherever necessary, suitable assumptions should be made and disclosed  
by way of note forming part of the answer. 

 

(Time allowed: 3 Hours) (100 Marks) 

 

1. (a)  In light of provisions of the Indian Contract Act, 1872 answer the following: 

(i)  Mr. S and Mr. R made contract wherein Mr. S agreed to deliver paper 
cup manufacture machine to Mr. R and to receive payment on delivery. 
On the delivery date, Mr. R did not pay the agreed price. Decide 
whether Mr. S is bound to fulfil his promise at the time of delivery? 

(ii)  Mr. Y has given loan to Mr. G of ` 30,00,000.  Mr. G defaulted the loan 
on due date and debt became time barred. After the time barred debt, 
Mr. G agreed to settle the full amount to Mr. Y. Whether acceptance of 
time barred debt Contract is enforceable as per the Indian Contract Act, 
1872? 

(iii)  A & B entered into a contract to supply unique item, alternate of which 
is not available in the market. A refused to supply the agreed unique 
item to B. What directions could be given by the court for breach of 
such contract?            (7 Marks) 

 (b) (i)  Nolimit Private Company is incorporated as unlimited company having 
share capital of ` 10,00,000. One of its creditors, Mr. Samuel filed a suit 
against a shareholder Mr. Innocent for recovery of his debt against Nolimit 
Private Company. Mr. Innocent has given his plea in the court that he is 
not liable as he is just a shareholder. Explain whether Mr. Samuel will be 
successful in recovering his dues from Mr. Innocent?  (4 Marks) 

(ii)  A Company registered under Section 8 of the Companies Act, 2013, 
has been consistently making profits for the past 5 years after a major 
change in the management structure. Few members contented that 
they are entitled to receive dividends. Can the company distribute 
dividend? If yes, what is the maximum percentage of dividend that can 
be distributed as per provisions of the Companies Act, 2013? Also, to 
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discuss this along with other regular matters, the company held a 
general meeting by giving only 14 days’ notice. Is this valid? 

   (3 Marks)  

 (c)  (i) "Whether a group of persons is or is not a firm, or whether a person is or 
is not a partner in a firm." Explain the mode of determining existence of 
partnership as per the Indian Partnership Act, 1932? (4 Marks) 

(ii) Discuss the provisions regarding personal profits earned by a partner 
under the Indian Partnership Act, 1932? (2 Marks) 

2. (a)  Mr. G sold some goods to Mr. H for a certain price by issue of an invoice, but 
payment in respect of the same was not received on that day. The goods were 
packed and lying in the godown of Mr. G. The goods were inspected by H's 

agent and were found to be in order. Later on, the dues of the goods were 
settled in cash. Just after receiving cash, Mr. G asked Mr. H that goods should 
be taken away from his godown to enable him to store other goods purchased 
by him. After one day, since Mr. H did not take delivery of the goods, Mr. G 
kept the goods out of the godown in an open space. Due to rain, some goods 
were damaged. 

 Referring to the provisions of the Sale of Goods Act, 1930, analyse the 
above situation and decide who will be held responsible for the above 
damage. Will your answer be different if the dues were not settled in cash 
and are still pending? (7 Marks) 

(b)  Define OPC (One Person Company) and state the rules regarding its 
membership. Can it be converted into a non-profit company under Section 
8 or a private company?  (7 Marks) 

(c)  List the differences between the Limited Liability Partnership (LLP) and the 
Limited Liability Company.  (6 Marks) 

3. (a)  P, Q, R and S are the partners in M/S PQRS & Co., a partnership firm which 
deals in trading of Washing Machines of various brands. 

 Due to the conflict of views between partners, P & Q decided to leave the 
partnership firm and started competitive business on 31st July, 2023, in the 
name of M/S PQ & Co. Meanwhile, R & S have continued using the property 
in the name of M/S PQRS & Co. in which P & Q also has a share. 

 Based on the above facts, explain in detail the rights of outgoing partners 
as per the Indian Partnership Act, 1932 and comment on the following: 

(i)  Rights of P & Q to start a competitive business. 

(ii) Rights of P & Q regarding their share in property of M/S PQRS & Co. 
 (7 Marks) 

(b)  MNP Private Ltd. is a company registered under the Companies Act, 2013 
with Paid Up Share Capital of ` 5 crores and turnover of ` 35 crores. Explain 
the meaning of the "Small Company" and examine the following in 
accordance with the provisions of the Companies Act, 2013:  

(i)  Whether the MNP Private Ltd. can avail the status of small company?  
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(ii)  What will be your answer if the turnover of the company is ` 45 crores? 
 (7 Marks) 

(c)  Define Misrepresentation and Fraud. Explain the difference between Fraud 
and Misrepresentation as per the Indian Contract Act, 1872.  (6 Marks) 

4. (a)  M Ltd. contract with Shanti Traders to make and deliver certain machinery 
to them by 30th June 2023 for ` 11.50 lakhs. Due to labour strike, M Ltd. 
could not manufacture and deliver the machinery to Shanti Traders. Later, 
Shanti Traders procured the machinery from another manufacturer for  
` 12.75 lakhs.  Due to this, Shanti Traders was also prevented from 
performing a contract which it had made with Zenith Traders at the time of 
their contract with M Ltd. and were compelled to pay compensation for 

breach of contract. Advise Shanti Traders the amount of compensation 
which it can claim from M Ltd., referring to the legal provisions of the Indian 
Contract Act, 1872.   (7 Marks) 

(b)  What are Inchoate and Ambiguous Instruments under the Negotiable 
Instruments Act, 1881?  (7 Marks) 

(c)  What is the significance of the Supreme Court and High Court in the Indian 
judiciary?  (6 Marks)  

5. (a) (i)  Ram sells 200 bales of cloth to Shyam and sends 100 bales by lorry and 
100 bales by Railway. Shyam receives delivery of 100 bales sent by lorry, 
but before he receives the delivery of the bales sent by railway, he 
becomes bankrupt. Ram being still unpaid, stops the goods in transit. The 
official receiver, on Shyam’s insolvency claims the goods. Decide the 
case with reference to the provisions of the Sale of Goods Act, 1930. 

  (4 Marks) 

(ii)  Classify the following transactions according to the types of goods they 
are:  

(A) A wholesaler of cotton has 100 bales in his godown. He agrees to sell 
50 bales and these bales were selected and set aside.   

(B) A agrees to sell to B one packet of sugar out of the lot of one hundred 
packets lying in his shop.  

(C) T agrees to sell to S all the apples which will be produced in his garden 
this year.   (3 Marks)  

(b)  State the grounds on which a firm may be dissolved by the Court under the 
Indian Partnership Act, 1932? (7 Marks) 

(c)  Explain whether the agency shall be terminated in the following cases 
under the provisions of the Indian Contract Act, 1872:  

(i)  A gives authority to B to sell A's land, and to pay himself, out of the 
proceeds, the debts due to him from A. Afterwards, A becomes insane.  

(ii)  A appoints B as A's agent to sell A's land. B, under the authority of A, 
appoints C as agent of B. Afterwards, A revokes the authority of B but 
not of C. What is the status of agency of C?  (6 Marks) 
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6. (a) (i)  Advik purchased a mobile from Bhanu. He issued a promissory note to 
Bhanu which was payable on demand but no specific place for payment 
was mentioned on it. On maturity, Bhanu did not present the promissory 
note for payment. As the promissory note was not duly presented for 
payment, whether Advik would be discharged from liability under the 
provisions of the Negotiable Instruments Act, 1881?  (4 Marks) 

(ii)  Shiva gave a gift of ` 21,000 to his sister through a cheque issued in 
her favour on the occasion of Raksha Bandhan. Afterwards, Shiva 
informed his sister not to present the cheque for payment and also 
informed the bank to stop the payment. Examining the provisions of the 
Negotiable Instruments Act, 1881, decide whether Shiva’s acts 
constitute an offence under section 138 of the Act?   (3 Marks)  

(b) What do you mean by Quantum Meruit and state the cases where the claim 
for Quantum Meruit arises?  (6 Marks) 

(c)  Write the exceptions to the doctrine of Caveat Emptor as per the Sale of 
Goods Act, 1930.  (7 Marks) 
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Mock Test Paper - Series III: June, 2024 
Date of Paper: 7th June, 2024 

Time of Paper: 2 P.M. to 5 P.M. 

FOUNDATION COURSE 
PAPER 2: BUSINESS LAWS 

Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

Wherever necessary, suitable assumptions should be made and disclosed  
by way of note forming part of the answer. 

(Time allowed: 3 Hours) (100 Marks) 

1. (a) (i)  Rahul found a smart watch in a restaurant. He enquired about all 
the customers present there but the true owner could not be found. 
He handed over the same to the manager of the restaurant to keep 
till the true owner is found. After a week he went back to the 
restaurant to enquire about the smart watch. The manager refused 
to return it to Rahul, saying that it did not belong to Rahul. In the 
light of the Indian Contract Act, 1872, can Rahul recover it from the 
Manager? (4 Marks) 

(ii)  Mr. Vikas a businessman has been fighting a long-drawn litigation 
with Mr. Neeraj an industrialist. To support his legal campaign, he 
enlists the services of Mr. Manoj a Judicial officer stating that the 
amount of `10 lakhs would be paid to him if he does not take up 
the brief of Mr. Neeraj. 

 Mr. Manoj agrees but, at the end of the litigation Mr. Vikas refuses 
to pay to Mr. Manoj. Decide whether Mr. Manoj can recover the 
amount promised by Mr. Vikas under the provisions of the Indian 
Contract Act, 1872?  (3 Marks) 

 (b)  (i)  Mr. Samyak was appointed as an employee of Moonlight Timber 
Private Limited on the condition that if he was to leave his 
employment, he will not solicit customers of the company. After 
some time, he was fired from the company. He set up his own 
business under proprietorship and undercut Moonlight Timber 
Private Limited’s prices. On the legal advice from his legal 
consultant and to refrain from the provisions of breach of contract, 
he formed a new company under the name Nine Stars Timbers 
Private Limited. In this company, his wife and a friend of  
Mr. Samyak were the sole shareholders and directors. They took 
over Samyak’s business and continued it. Moonlight Timber Private 
Limited files a suit against Nine Stars Timbers Private Limited for 
violation of contract. Nine Stars Timbers Private Limited argued 
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that the contract was entered into between Mr. Samyak and 
Moonlight Timber Private Limited and as the company has separate 
legal entity, Nine Stars Timbers Private Limited has not violated the 
terms of agreement. Explain with reasons, whether separate legal 
entity between Mr. Samyak and Nine Stars Timbers Private Limited 
will be disregarded?  (4 Marks)  

(ii)  Pacific Motors Limited is a government company. Rama Auto 
Private Limited is a private company having share capital of ten 
crores in the form of ten lacs shares of ` 100 each. Pacific Motors 
Limited is holding five lacs five thousand shares in Rama Auto 
Private Limited. Rama Auto Private Limited claimed the status of 
Government Company. Advise as legal advisor, whether Rama 
Auto Private Limited is government company under the provisions 
of Companies Act, 2013?  (3 Marks) 

 (c)   (i)  When the continuing guarantee can be revoked under the Indian 
Partnership Act, 1932?  (2 Marks) 

(ii)  With reference to the provisions of Indian partnership Act, 1932 
explain the various effects of insolvency of a partner. (4 Marks) 

2. (a) Mrs. Seema went to the local rice and wheat wholesale shop and asked 
for 100 kgs of Basmati rice.  The Shopkeeper quoted the price of the 
same as ` 125 per kg to which she agreed.  Mrs. Seema insisted that 
she would like to see the sample of what would be provided to her by the 
shopkeeper before she agreed upon such a purchase. 

 The shopkeeper showed her a bowl of rice as a sample. The sample 
exactly corresponded to the entire lot. 

 The buyer examined the sample casually without noticing the fact that 
even though the sample was that of Basmati Rice, it contained a mix of 
long and short grains. 

 The cook on opening the bags complained that the dish, if prepared with 
the rice would not taste the same as the quality of rice was not as per 
requirement of the dish.   

 Now Mrs. Seema wants to file a suit of fraud against the seller alleging 
him of selling a mix of good and cheap quality rice. Will she be 
successful? 

 Explain the basic law on sale by sample under Sale of Goods Act, 1930? 

 What would be your answer in case Mrs. Seema specified her exact 
requirement as to length of rice?         (7 Marks) 

 (b)  (i)  Explain listed company and unlisted company as per the provisions 
of the Companies Act, 2013.  (2 Marks) 
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(ii) Explain the classification of the companies on the basis of control 
as per the Companies Act, 2013.      (5 Marks)  

 (c)  (i)  Who are the individuals which shall not be capable of becoming a 
partner of a Limited Liability Partnership?  (3 Marks) 

(ii)  What are the effects of registration of Limited Liability Partnership? 

(3 Marks)  

3. (a) (i)  Mr. Ram and Mr. Raheem are working as teachers in Ishwarchand 
Vidhyasagar Higher Secondary School and also are very good 
friends. They jointly purchased a flat which was given on rent to Mr. 
John. It was decided between landlords and tenant that the rent 
would be ` 10,000 per month inclusive of electricity bill. It means 
electricity bill will be paid by landlords. The landlords, by mistake, 
did not pay the electricity bill for the month of March 2023. Due to 
this, the electricity department cut the connection. Mr. John has to 
pay the electricity bill of ` 2800 and ` 200 as penalty to resume the 
electricity connection. Mr. John claimed ` 3000 from Mr. Ram but 
Mr. Ram replied that he is liable only for ` 1500.  

 Mr. John said that Mr. Ram and Mr. Raheem are partners therefore 
he can claim the full amount from any of the partners. Explain, 
whether under the provision of Indian Partnership Act, 1932,  
Mr. Ram is liable to pay whole amount of ` 3000 to Mr. John? 

(4 Marks)  

(ii)  Explain in detail the circumstances which lead to liability of firm for 
misapplication by partners as per provisions of the Indian 
Partnership Act, 1932. (3 Marks) 

(b)  Mr. R, a manufacturer of toys approached MNO Private Limited for 
supply of raw material worth ` 1,50,000/-. Mr. R was offered a credit 
period of one month. Mr. R went to the company prior to the due date 
and met Mr. C, an employee at the billing counter, who convinced the 
former that the payment can be made to him as the billing-cashier is on 
leave. 

 Mr. R paid the money and was issued a signed and sealed receipt by 
Mr. C. After the lapse of due date, Mr. R received a recovery notice from 
the company for the payment of ` 1,50,000/-. 

 Mr. R informed the company that he had already paid the above amount 
and being an outsider had genuine reasons to trust Mr. C who claimed 
to be an employee and had issued him a receipt. 
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 The Company filed a suit against Mr. R for non-payment of dues. Discuss 
the fate of the suit and the liability of Mr. R towards company as on 
current date in consonance with the provision of the Companies Act, 
2013? Would your answer be different if a receipt under the company 
seal was not issued by Mr. C after receiving payment? (7 Marks) 

(c)  Define consideration. What are the legal rules regarding consideration 
under the Indian Contract Act, 1872? (6 Marks) 

4. (a)  (i) Mr. A, the employer induced his employee Mr. B to sell his one 
room flat to him at less than the market value to secure promotion. 
Mr. B sold the flat to Mr. A. Later on, Mr. B changed his mind and 
decided to sue Mr. A. Examine the validity of the contract as per 
the provisions of the Indian Contract Act, 1872.  (3 Marks)   

(ii) Mr. S promises Mr. M to paint a family picture for ` 20,000 and 
assures to complete his assignment by 15th March, 2023. 
Unfortunately, Mr. S died in a road accident on 1st March, 2023 and 
his assignment remains undone. Can Mr. M bind the legal 
representative of Mr. S for the promise made by Mr. S? Suppose 
Mr. S had promised to deliver some photographs to Mr. M on  
15th March, 2023 against a payment of ` 10,000 but he dies before 
that day. Will his representative be bound to deliver the 
photographs in this situation?  

 Decide as per the provisions of the Indian Contract Act, 1872. 

 (4 Marks) 
(b) Explain the Rules as to compensation payable in case of dishonour of 

promissory note, bill of exchange or cheque, by any party liable to the 
holder or any endorsee covered under the Negotiable Instruments Act, 
1881. (7 Marks)  

(c) Write a short note on the following: 

(i) Ministry of Corporate Affairs (MCA) 

(ii) Ministry of Home Affairs  (6 Marks)  
5. (a)  (i)  Rachit arranges an auction to sale an antic wall clock. Deepa, being 

one of the bidders, gives the highest bid. For announcing the 
completion of sale, the auctioneer falls the hammer on table but 
suddenly hammer brakes and damages the watch. Deepa wants to 
avoid the contract. Can she do so under the provisions of the Sale 
of Goods Act, 1930? (4 Marks) 

(ii)  X contracted to sell his car to Y. They did not discuss the price of 
the car at all. X later refused to sell his car to Y on the ground that 
the agreement was void being uncertain about price. Can Y 
demand the car under the Sale of Goods Act, 1930?  (3 Marks)  
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(b) “Partner indeed virtually embraces the character of both a principal and 
an agent”. Describe the said statement keeping in view of the provisions 
of the Indian Partnership Act, 1932. (7 Marks) 

(c)  State the essential elements of a contract of bailment.  (6 Marks) 
6. (a)  Shankar drew a cheque in favour of Surendar. After having issued the 

cheque, Shankar requested Surendar not to present the cheque for 
payment and gave a stop payment request to the bank in respect of the 
cheque issued to Surendar. Decide, under the provisions of the 
Negotiable Instruments Act, 1881 whether the said acts of Shankar 
constitute an offence?    (7 Marks) 

(b)  Define contract of indemnity and contract of guarantee and state the 
conditions when guarantee is considered invalid?  (6 Marks) 

 (c)  (i)  State the various essential elements involved in the sale of 
unascertained goods and their appropriation as per the Sale of 
Goods Act, 1930.  (4 Marks) 

(ii)  What are the consequences of the destruction of specified goods, 
before making of contract and after the agreement to sell under the 
Sale of Goods Act, 1930.   (3 Marks)  
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Mock Test Paper - Series I: July, 2024 

Date of Paper: 31st July, 2024 

Time of Paper: 10.30. A.M. to 1.30 P.M. 

 

FOUNDATION COURSE 

PAPER 2: BUSINESS LAWS 

Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

Wherever necessary, suitable assumptions should be made and disclosed  

by way of note forming part of the answer. 

(Time allowed: 3 Hours) (100 Marks) 

1. (a)  (i)  Mr. Chetan was travelling to Manali with his wife by bus of 
Himalayan Travels Pvt. Ltd. Due to some technical default in the 
bus, the driver has to stop the bus in a mid-way in cold night. The 
driver advised the passengers to get to the shelter in the nearest 
hotel which was at a distance of only one kilometer from that place. 
The wife of Mr. Chetan caught cold and fell ill due to being asked 
to get down and she had to walk in cold night to reach hotel.  
Mr. Chetan filed the suit against Himalayan Travels Pvt. Ltd. for 
damages for the personal inconvenience, hotel charges and 
medical treatment for his wife. Explain, whether Mr. Chetan would 
get compensation for which he filed the suit under the Indian 
Contract Act, 1872? (4 Marks) 

(ii)  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, I shall assume 
that the horse is sound.” Sahil says nothing.  (3 Marks) 

 (b)  (i)  ABC Limited has allotted equity shares with voting rights to XYZ 
Limited worth ` 15 Crores during the Financial Year 2023-24. After 
that the total Paid-up Equity Share Capital of ABC Limited is ` 100 
Crores. 

 Define the Meaning of Associate Company and comment on 
whether ABC Limited and XYZ Limited would be called Associate 
Company as per the provisions of the Companies Act, 2013?   

(4 Marks) 
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(ii)  MTK Private Limited is a company registered under the Companies 
Act, 2013 on 5th January 2022. The company did not start its 
business till 31s July 2024.  Identify under which category MTK 
Private Limited company is classified. Explain the definition of the 
category of the company in detail.     (3 Marks) 

 (c)  (i)  What is the difference between partnership and co-ownership as 
per the Indian Partnership Act, 1932? (4 Marks) 

(ii)  Discuss the provisions regarding personal profits earned by a 
partner under the Indian Partnership Act, 1932?     (2 Marks) 

2. (a)  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 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)  (i)  Mr. Sooraj sold his business of cotton production to a cotton 
production company, CPL Private Limited, in which he held all the 
shares except one which was held by his wife. He is also the 
creditor in the company for a certain amount. He also got the 
insurance of the stock of cotton of CPL Private Limited in his own 
name and not in the name of the company. After one month, all the 
stocks of the cotton of CPL Private Limited were destroyed by fire. 
Mr. Sooraj filed the claim for such loss with the Insurance company. 
State with reasons that whether the insurance company is liable to 
pay the claim? (4 Marks) 

(ii)  Alfa school is a section 8 company which started imparting 
education on 1.4.2015, with the sole objective of providing 
education to children of weaker society either free of cost or at a 
very nominal fee depending upon the financial condition of their 
parents. However, on 31st March 2023, it came to the knowledge of 
the Central Government that the said school was operating by 
violating the objects of its objective clause due to which it was 
granted the status of a section 8 company under the Companies 
Act, 2013. Describe what powers can be exercised by the Central 
Government against the Alfa School, in such a case? (3 Marks) 

(c)  What do you mean by Designated Partner? Whether it is mandatory to 
appoint Designated partner in a LLP? (6 Marks) 
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3. (a)  M/s ABC & Associates, a partnership firm with A, B and C as senior 
partners engaged in the business of curtain manufacturing and exporting 
to foreign countries.  On 25th August, 2022, they inducted Mr. P, an 
expert in the field of curtain manufacturing as their partner. On 10th 
January 2024, Mr. P was blamed for unauthorized activities and thus 
expelled from the partnership by approval of all of the remaining 
partners. 

(i) Examine whether action by the partners was justified or not? 

(ii) What should have the factors to be kept in mind prior expelling a 
partner from the firm by other partners according to the provisions 
of the Indian Partnership Act, 1932? (7 Marks) 

 (b)  (i)  Powertech Limited was registered as a public company. There are 
230 members in the company as noted below: 

(a) Directors and their relatives  190 

(b) Employees    15 

(c) Ex-Employees (Shares were allotted when  
they were employees)    10 

(d) 5 couples holding shares jointly in the name of  
husband and wife (5*2)   10 

(e) Others      5 

 The Board of Directors of Powertech Limited proposes to convert it 
into a private company. Also advise whether a reduction in the 
number of members is necessary.   (4 Marks) 

(ii) Popular Products Ltd. is company incorporated in India, having a 
total Share Capital of ` 20 Crores. The Share capital comprises of 
20 Lakh equity shares of ` 100 each. Delight Products Ltd. and 
Happy Products Ltd. hold 2,50,000 and 3,50,000 shares 
respectively in Popular Products Ltd. Another company, Cheerful 
Products Ltd. holds 2,50,000 shares in Popular Products Ltd. Jovial 
Ltd. is the holding company for all the above three companies 
namely Delight Products Ltd.; Happy Products Ltd. and Cheerful 
Products Ltd. Can Jovial Ltd. be termed as a subsidiary company 
of Popular Products Ltd. 

 State the related provision in favour of your answer, if Jovial Ltd. 
controls the composition of directors of Popular Products Ltd. 

  (3 Marks) 

(c)  Who is considered as an agent under the Indian Contract Act, 1872, and 
what are the duties and obligations associated with this role? (6 Marks) 

4. (a)  (i)  Mr. Om Kashyap was a big businessman of Pune City having two 
sons and one married daughter. He decided to gift his house to his 
daughter. For this purpose, he called his lawyer at his house and 
made a written document for such gift. The lawyer advised him to 
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get the transfer document properly registered. When they both 
were going for registration of document, they met with an accident, 
and both of them died. Later, the daughter found the document and 
claimed the house on the basis of that document.  Explain, whether 
she can get the house as gift under the Indian Contract Act, 1872? 

 (4 Marks) 

(ii)  Due to urgent need of money amounting to ` 3,00,000, Pawan 
approached Raman and asked him for the money. Raman lent the 
money on the guarantee of Suraj and Tarun. Pawan makes default 
in payment and Suraj pays full amount to Raman. Suraj, afterwards, 
claimed contribution from Tarun but Tarun refused to contribute on 

the basis that there is no contract between Suraj and him. Examine 
referring to the provisions of the Indian Contract Act, 1872, whether 
Tarun can escape from his liability.  (3 Marks) 

(b)  State the Difference between promissory note and bill of exchange.” 

   (7 Marks) 

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

5. (a)  Simran went to a Jewellery shop and asked the salesgirl to show her 
diamond bangles with Ruby stones. The Jeweller told her that we have 
a lot of designs of diamond bangles but with red stones if she chooses 
for herself any special design of diamond bangle with red stones, they 
will replace red stones with Ruby stones. But for the Ruby stones they 
will charge some extra cost. Simran selected a beautiful set of designer 
bangles and paid for them. She also paid the extra cost of Ruby stones. 
The Jeweller requested her to come back a week later for delivery of 
those bangles. When she came after a week to take delivery of bangles, 
she noticed that due to Ruby stones, the design of bangles has been 
completely disturbed. Now, she wants to terminate the contract and thus, 
asked the Jeweller to give her money back, but he refused for the same. 
Answer the following questions as per the Sale of Goods Act, 1930. 

(i) State with reasons whether Simran can recover the amount from 
the Jeweller. 

(ii)  What would be your answer if Jeweller says that he can change the 
design, but he will charge extra cost for the same? (7 Marks) 

 (b)  (i)  Subject to agreement by partners, state the rules that should be 
observed by the partners in settling the accounts of the firm after 
dissolution under the provisions of the Indian Partnership Act, 
1932. (4 Marks) 

(ii)  State the legal position of a minor partner under the Indian 
Partnership Act, 1932 after attaining majority: 

(A) When he opts to become a partner of the same firm. 

(B)  When he decides not to become a partner. (3 Marks) 
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(c)  How is a contract is discharged under the Indian Contract Act, 1872 and 
what are the different ways in which the obligations created by a contract 
can come to an end?        (6 Marks) 

6. (a)  (i)  M owes money to N. Therefore, he makes a promissory note for 
the amount in favor of N, for safety of transmission he cuts the note 
in half and posts one half to N. He then changes his mind and calls 
upon N to return half of the note which he had sent. N requires M 
to send the other half of the promissory note. Decide how rights of 
the parties are to be adjusted. (4 Marks) 

(ii)  Rama executes a promissory note in the following form, 'I promise 
to pay a sum of `10,000 after three months'. Decide whether the 

promissory note is a valid promissory note. (3 Marks) 

(b)  What constitutes a contingent contract under the Indian Contract Act, 
1872, and what are its essential elements?  (6 Marks) 

(c)  Describe in brief the rights of the buyer against the seller in case of 
breach of contract of Sale under the Sale of Goods Act, 1930. 

  (7 Marks) 
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Mock Test Paper - Series II: August, 2024 
Date of Paper: 20th August, 2024 

Time of Paper: 10.30 A.M. to 1.30 P.M. 

FOUNDATION COURSE 
PAPER 2: BUSINESS LAWS  
Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

QUESTIONS 
Time Allowed: 3 Hours Maximum Marks: 100 

1. (a)  (i)  Ashok goes to super market to buy a Air Conditioner. He selects a 
branded Air Conditioner having a price tag of ` 40,000 after a 
discount of ` 3000. Ashok reaches at cash counter for making the 
payment, but cashier says, “Sorry sir, the discount was upto 
yesterday. There is no discount from today. Hence you have to pay 
` 43,000.” Ashok got angry and insists for ` 40,000. State with 
reasons whether under Indian Contract Act, 1872, Ashok can 
enforce the cashier to sell at discounted price i.e. ` 40,000. 

(4 Marks)  
(ii) Rahul, a transporter was entrusted with the duty of transporting 

tomatoes from a rural farm to a city by Aswin. Due to heavy rains, 
Rahul was stranded for more than two days. Rahul sold the 
tomatoes below the market rate in the nearby market where he 
was stranded fearing that the tomatoes may perish. Can Aswin 
recover the loss from Rahul on the ground that Rahul had acted 
beyond his authority?  (3 Marks) 

 (b)  (i)  Mr. Mohan had purchased some goods from Sunflower Limited on 
credit. A credit period of one month was allowed to Mr. Mohan. 
Before the due date, Mr. Mohan went to the company and wanted to 
repay the amount due from him. He found only Mr. Ramesh there, 
who was the factory supervisor of the company. Mr. Ramesh told 
Mr. Mohan that the Accountant and the cashier are on leave, he is 
in-charge of receiving money and he may pay the amount to him. 
Mr. Ramesh issued a money receipt under his signature. After two 
months, Sunflower limited issued a notice to Mr. Mohan for  
non-payment of the dues within the stipulated period. Mr. Mohan 
informed the company that he had already cleared the dues and he 
is no more responsible for the same. He also contended that  
Mr. Ramesh is an employee of the company whom he had made the 
payment and being an outsider, he trusted the words of Mr. Ramesh 
as duty distribution is a job of the internal management of the 
company. Analyse the situation and decide whether Mr. Mohan is 
free from his liability.   (4 Marks)  
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(ii) Mike Limited is incorporated in India having Liaison office at 
Singapore. Explain in detail meaning of Foreign Company and 
analysis on whether Mike Limited would be called as Foreign 
Company as it established a Liaison office at Singapore as per 
the provisions of the Companies Act, 2013?  (3 Marks) 

(c)  Whether a minor may be admitted in the business of a partnership 
firm? Also, explain the rights of a minor in the partnership firm under 
the Indian Partnership Act, 1932.  (6 Marks) 

2. (a)  (i)  An auction sale of the certain goods was held on 7th March, 2024 by 
the fall of hammer in favour of the highest bidder X. The payment of 
auction price was made on 8th March, 2024 followed by the delivery 
of goods on 10th March, 2024. Based upon on the provisions of the 
Sale of Goods Act, 1930, decide when the auction sale is complete.
 (3 Marks) 

(ii)  Certain goods were sold by sample by J to K, who in turn sold the 
same goods by sample to L and L by sample sold the same goods 
to M. M found that the goods were not according to the sample 
and rejected the goods and gave a notice to L. L sued K and K 
sued J. Can M reject the goods? Also advise K and L as per the 
provisions of the Sale of Goods Act, 1930.  (4 Marks) 

(b)  Mr. Rajeev, an assessee, was a wealthy man earning huge income by 
way of dividend and interest. He formed three Private Companies and 
agreed with each to hold a bloc of investment as an agent for them. 
The dividend and interest income received by the companies was 
handed back to Mr. Rajeev as a pretended loan. This way, Mr. Rajeev 
divided his income into three parts in a bid to reduce his tax liability.  

 Decide, for what purpose the three companies were established? 
Whether the legal personality of all the three companies may be 
disregarded.  (7 Marks) 

(c)  “LLP is an alternative corporate business form that gives the benefits of 
limited liability of a company and the flexibility of a partnership”. 
Explain. (6 Marks) 

3. (a)  State giving reasons whether the following are partnerships as per the 
provisions under the Indian Partnership Act, 1932. 

(i)  X, Y, and Z agree to divide the profits equally, but the loss, if any, 
is to be borne by X alone. Is it case of partnership? (3 Marks) 

(ii)  X, a publisher, agrees to publish a book at his own expense 
written by Y and to pay Y, half of the net profit. Does this create a 
relationship of partnership between X and Y? Can paper dealer 
i.e. third party make Y liable for paper supplied to X? (2 Marks) 

(iii) A and B purchase a tea shop and incur additional expenses for 
purchasing utensils etc. each contributing half of the total 
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expense. The shop is leased out on daily rent which is divided 
between both. Does this arrangement constitute a partnership 
between A and B? (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, 2013?  (7 Marks) 

(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. (a)  (i)  Mr. Gaurav and Mr. Vikas entered into a contract on 1st July, 2024, 
according to which Mr. Gaurav had to supply 100 tons of sugar to 
Mr. Vikas at a certain price strictly within a period of 10 days of the 
contract. Mr. Vikas also paid an amount of ` 70,000 towards 
advance as per the terms of the above contract. The mode of 
transportation available between their places is roadway only. 
Severe flood came on 2nd July, 2024 and the only road connecting 
their places was damaged and could not be repaired within fifteen 
days. Mr. Gaurav offered to supply sugar on 20th July, 2024 for 
which Mr. Vikas did not agree. On 1st August, 2024, Mr. Gaurav 
claimed compensation of ` 20,000 from Mr. Vikas for refusing to 
accept the supply of sugar, which was not there within the purview of 
the contract. On the other hand, Mr. Vikas claimed for refund of  
` 70,000, which he had paid as advance in terms of the contract. 
Analyse the above situation in terms of the provisions of the Indian 
Contract Act, 1872 and decide on Mr. Vikas contention.  (4 Marks) 

(ii) R gives his umbrella to M during raining season to be used for two 
days during Examinations. M keeps the umbrella for a week. 
While going to R’s house to return the umbrella, M accidently slips 
and the umbrella is badly damaged. Who bear the loss and why 
under the provisions of the Indian Contract Act, 1872? (3 Marks)  

(b)  What is a cheque under the Negotiable Instruments Act, 1881, and who 
are the parties involved? What are the essential elements of a cheque? 

(7 Marks) 
(c)  What is the structure of the Indian Judicial System, and what is the 

hierarchy of courts in India?  (6 Marks)  
5. (a)  (i)   Avyukt purchased 100 Kgs of wheat from Bhaskar at `30 per kg. 

Bhaskar says that wheat is in his warehouse in the custody of 
Kishore, the warehouse keeper. Kishore confirmed Avyukt that he 
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can take the delivery of wheat from him and till then he is holding 
wheat on Avyukt’s behalf. Before Avyukt picks the goods from 
warehouse, the whole wheat in the warehouse has flowed in flood. 
Now Avyukt wants his price on the contention that no delivery has 
been done by seller. Whether Avyukt is right with his views under 
the Sale of Goods Act, 1930.  (4 Marks)  

(ii) Classify the following transactions under the Sale of Goods Act, 
1930 according to the types of goods they are:  
(A) A wholesaler of cotton has 100 bales in his godown. He 

agrees to sell 50 bales and these bales were selected and 
set aside.   

(B) A agrees to sell to B one packet of sugar out of the lot of one 
hundred packets lying in his shop.  

(C) T agrees to sell to S all the apples which will be produced in 
his garden this year.   (3 Marks) 

(b)  When does dissolution of a partnership firm take place under the 
provisions of the Indian Partnership Act, 1932?  Explain.    (7 Marks) 

(c)  Define consideration. State the characteristics of a valid consideration 
under the Indian Contract Act, 1872.   (6 Marks) 

6. (a) (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 1881?   (4 Marks)  

(ii)   Utkarsh purchased some goods from Saksham for ` 50,000 on 
14th 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 16th 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)  

(b)  Explain the terms “Trafficking relating to public offices and titles” and 
“Stifling prosecution” as per the Indian Contract Act, 1872. (6 Marks) 

(c)   Explain any six circumstances in detail in which a non-owner can 
convey better title to the bona fide purchaser of goods for value under 
the Sale of Goods Act, 1930. (7 Marks) 
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Mock Test Paper - Series I: December, 2024 
Date of Paper: 21st December, 2024 

Time of Paper: 10.30 A.M. to 1.30 P.M. 
 

FOUNDATION COURSE 
PAPER – 2: BUSINESS LAWS 
Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 
Wherever necessary, suitable assumptions should be made and disclosed  

by way of note forming part of the answer. 
(Time allowed: 3 Hours) (100 Marks) 
 
1. (a) Rahul owns an electronics store. Pankaj visited the store to buy a water 

purifier priced at ` 54,000/-. He specifically requested Rahul for a purifier 
with a copper filter. As Pankaj wanted to buy the purifier on credit, with 
the intention of paying in 9 equal monthly instalments, Rahul demands a 
guarantor for the transaction. Sooraj (a friend of Pankaj) came forward 
and gave the guarantee for payment of water purifier. Rahul sold Pankaj, 
a water purifier of a specific brand. Pankaj made payment for 4 monthly 
instalments and after that became insolvent. Explain with reference to 
the Indian Contract Act, 1872, the liability of Sooraj as a guarantor to pay 
the balance price of water purifier to Rahul. 

 What will be your answer, if Rahul sold the water purifier misrepresenting 
it as having a copper filter, while it actually has a normal filter? Neither 
Pankaj nor Sooraj was aware of this fact and upon discovering the truth, 
Pankaj refused to pay the price. In response to Pankaj 's refusal, Rahul 
filed the suit against Sooraj, the guarantor. Explain with reference to the 
Indian Contract Act, 1872, whether Sooraj is liable to pay the balance 
price of water purifier to Rahul?  (7 Marks) 

(b) A company, DEF limited as on 31.03.2024 had a paid-up capital of ` 1 
lakh (10,000 equity shares of ` 10 each). In June 2024, DEF limited 
issued additional 10,000 equity shares of ` 10 each which was fully 
subscribed. Out of 10,000 shares, 5,000 of these shares were issued to 
MNO private limited company. MNO is a holding company of JKL private 
limited by having control over the composition of its board of directors. 
Now, JKL private limited claims the status of being a subsidiary of DEF 
limited as being a subsidiary of its subsidiary i.e. MNO private limited. 
Examine the validity of the claim of JKL private limited. 
State the relationship if any, between DEF limited & MNO Private Limited 
as per the provisions of the Companies Act, 2013.  (7 Marks) 
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(c) Referring to the provisions of the Indian Partnership Act, 1932, answer 
the following: 
(i) "If a partner is otherwise expelled; the expulsion is null and void." 

Discuss.  (4 Marks) 
(ii) "The partner who is expelled will cease to be liable to the third party 

for the act of the firm done after expulsion." Analyse. (2 Marks) 
2. (a) (i) Ashish, a trader, delivered a camera to Mohan on 'sale or return' 

basis. Mohan delivers the camera to Raj on the terms of 'sale for 
cash only or return'. Afterward, Raj delivered it to Vikas on a 'sale 
or return' basis without paying cash to Mohan. The camera, which 
was in possession of Vikas, was lost by theft though he exercised 
due care for its safety. Referring to the provisions of the Sale of 
Goods Act, 1930, analyse the situation and advise whether Mohan, 
Raj or Vikas are, jointly or severally, liable to pay the price of the 
camera to Ashish.      (4 Marks) 

(ii) Akash of Jaipur sold 100 smart TV set @ ̀  50,000/- per set to Barun 
of Delhi. He delivered the TV sets to Chirag, a transport carrier for 
transmission to Barun. Barun further sold these 100 TV sets to 
Sarthak @ ` 60,000/- per set. On reaching the goods at the 
destination, Barun demanded the delivery but Chirag, wrongfully, 
refused to deliver the goods to Barun. That is why; he failed to 
deliver TV sets to Sarthak and suffered a huge loss on account of 
non-delivery. Akash came to know about this. He directed Chirag 
to stop the delivery to Barun and re-deliver the goods to him at 
Jaipur. 

 Answer the following questions under the provisions of the Sale of 
Goods Act, 1930: 
(A) Whether Akash has the right to stop the goods in transit? 
(B) Whether Barun can claim loss suffered due to nondelivery 

from Akash? (3 Marks) 
(b)  Ram wants to incorporate a company in which he will be the only 

member. According to provisions of the Companies Act, 2013, what type 
of company can be incorporated? What are the salient features of this 
type of company?       (7 Marks) 

(c) Referring to the provisions of the Limited Liability Partnership Act, 2008, 
answer the following: 
(i) Under what circumstances a Limited Liability Partnership is 

compulsorily required to change its name? Also, explain the 
compliance requirement following the change of name and the 
consequences, if any, in case of default therein.  (4 Marks) 

(ii) What do you mean by a Small Limited Liability Partnership? 
 (2 Marks) 
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3. (a) Referring to the provisions of the Indian Partnership Act, 1932, answer 
the following: 

(i) Ram and Shyam are partners in a partnership firm named as RS & 
Co. (the firm). Gaurav, a renowned businessman, is their common 
friend. Ram introduced Gaurav to Sahil, a supplier to the firm, as 
his newly joined partner. Gaurav knowing that he is not a partner 
preferred to keep quiet on such an introduction. This information 
about Gaurav, being a partner of the firm, was shared by Sahil with 
another businessman Madhav. Next day, Sahil supplied the raw 
material on credit and Madhav lent ` 5 lakhs to the firm for a short 
period on the understanding that Gaurav is a partner of the firm. On 
due dates, the firm failed to discharge its liability towards both. 
Advise Gaurav, whether he is liable to Sahil and Madhav for the 
aforesaid liability of the firm. (4 Marks) 

(ii) On admission as a new partner, Ashwin agreed to be liable for the 
existing debts (referred to as the old debts) of the firm by an 
agreement signed by all partners including Ashwin. Examine, 
whether Ashwin 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. (3 Marks) 

 (b) (i) MN Limited borrowed a secured loan of ` 5 crore from Star Bank 
Limited (the bank) to meet its working capital requirement. 
However, the borrowing powers of the company, under its 
Memorandum of Association, were restricted to ` 1 crore. The bank 
released the loan amount in two instalments of ` 1 crore and ` 4 
crore. On the due date for repayment of the loan, the company 
refused to accept the liability of ` 5 crore on the ground that the 
borrowing was ultra vires the company. The company's books of 
accounts show that the company has utilized the loan amount of  
` 3 crore for repayment of its lawful debts. The utilization of the 
remaining ` 2 crore cannot be traced. Referring to the doctrine of 
ultra-vires under the Companies Act, 2013, examine the validity of 
the decision of the company denying the repayment of the loan and 
explore the remedy, if any, available to the bank for recovery of the 
loan. (4 Marks) 

(ii) After incorporation of Unique Private Limited (the company) on  
15th May, 2024 the share certificates were issued to Arnav, Sohail 
and Suman being subscribers to the Memorandum of Association 
of the company without affixing the common seal thereon and 
under the signature of Arnav and Sohail, the directors of the 
company. The company has yet to appoint a company secretary. 
On objection raised by Suman, a director, about the validity of the 
share certificate signed by other two directors, Arnav and Sohail, 
clarified that since the company has opted not to have the common 
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seal for the company the share certificates (i.e. the document) 
signed by two directors are valid. Referring to the provisions of the 
Companies Act, 2013, examine the correctness of the objection 
raised by one of the directors and in response, the clarification 
offered by other directors. 

 Would your answer be different, if the company had a company 
secretary? (3 Marks) 

(c) Explain the term Wagering agreement in the light of the Indian Contract 
Act, 1872. Also, explain some transactions resembling wagering 
transaction but which are not void.  (6 Marks) 

4. (a)  (i) Mr. R extended a loan to Mr. D with X, Y, and Z as sureties. Each 
surety executed a bond with varying penalty amounts, X with a 
penalty of ` 10,000, Y with ` 20,000 and Z with ` 40,000, in the 
event of Mr. D's failure to repay the borrowed money to Mr. R. 
Examine the liabilities of the sureties in accordance with the Indian 
Contract Act, 1872, when Mr. D defaults to the tune of ` 42,000. 
Additionally, assess the situation, if there is no contractual 
arrangement among the sureties.  (4 Marks) 

(ii)  X agrees to pay Y ` 1,00,000, if Y kills Z. To pay Y, X borrows  
` 1,00,000 from W, who is also aware of the purpose of the loan. Y 
kills Z but X refuses to pay. X also to repay the loan to W. Explain 
the validity of the contract. 

(A)  Between X and Y 

(B) Between X and W  (3 Marks) 
(b) A promissory note, payable at a certain period after sight, must be 

presented to the maker thereof for payment. Under which scenarios, 
presentment for payment is not necessary and the instrument is 
dishonoured at the due date for presentment according to the provisions 
of the Negotiable Instrument Act, 1881?         (7 Marks) 

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

5. (a) (i)  Karan agreed to sell his laptop to Vishal for a price to be fixed by 
Kiran a hardware engineer. However, before the delivery of the 
laptop, Karan changed his mind and did not share any particulars 
and configuration of the laptop with Kiran, which made her unable 
to do the valuation. Kiran refused to do valuation. 

 Vishal needed laptop for his project, so he promised Karan that, if 
the laptop is delivered to him, he would pay a reasonable price for 
it However, Karan decided not to sell his laptop to Vishal. Now, 
Vishal wants to know from you, being a legal expert, whether Karan 
is bound by his promise as he agreed earlier to deliver his laptop 
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to him at a reasonable price. If he does not agree to deliver what is 
the other remedy available to Vishal? Advise, referring to the 
provisions of the Sale of Goods Act, 1930. (3 Marks) 

(ii)  Mrs. Meenu went to the local rice and wheat wholesale shop and 
asked for 100 kgs of Basmati rice. The Shopkeeper quoted the 
price of the same as ` 125 per kg to which she agreed. Mrs. Meenu 
insisted that she would like to see the sample of what would be 
provided to her by the shopkeeper before she agreed upon such a 
purchase. 

The shopkeeper showed her a bowl of rice as a sample. The 
sample exactly corresponded to the entire lot. 

Mrs. Meenu examined the sample casually without noticing the fact 
that even though the sample was that of Basmati Rice, but it 
contained a mix of long and short grains. 

The cook on opening the bags complained that the dish if prepared 
with the rice would not taste the same as the quality of rice was not 
as per the requirement of the dish.   

Now Mrs. Meenu wants to file a suit for fraud against the seller 
alleging him of selling a mix of good and cheap quality rice. Will she 
be successful? 

Decide the fate of the case and options open to Mrs. Meenu for 
grievance redressal as per the provisions of Sale of Goods Act, 
1930? 

What would be your answer in case Mrs. Meenu specified her exact 
requirement as to the length of rice? (4 Marks) 

(b) “Indian Partnership Act, 1932 does not make the registration of firms 
compulsory nor does it impose any penalty for non-registration.” In light 
of the given statement, discuss the consequences of non-registration of 
the partnership firms in India?  (7 Marks)  

 (c) (i)  In case of breach of contract, the court may award compensation 
or damages. Explain the circumstances when court may award 
ordinary damages, special damages and liquidated damages under 
the provisions of the Indian Contract Act, 1872. (3 Marks) 

(ii) What are the conditions need to be fulfilled to make the following 
agreements valid without consideration as per the provisions of the 
Indian Contract Act, 1872? 

(A) Agreement made based on natural love and affection 

(B) Promise to pay time-barred debts (3 Marks) 
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6. (a)  Mr. Y issued a cheque for ` 10,000 to Mr. Z which was dishonoured by 
the Bank because Y did not have enough funds in his account and has 
no authority to overdraw. Examine as per the provisions of the 
Negotiable Instruments Act, 1881 whether- 

(i)  Mr. Y is liable for dishonour of cheque, if yes, what are the 
consequences for such an offence? 

(ii)  What would be your answer if Y issued a cheque as a donation to  
Mr. Z?  (7 Marks) 

(b) Explain the term ‘Quasi Contracts’ and state their characteristics. 

  (6 Marks) 
(c) Distinguish between 'Sale' and 'Hire Purchase' under the Sale of Goods 

Act, 1930.  (7 Marks)  
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Mock Test Paper - Series II: January,2025 

Date of Paper: 2nd January, 2025 

Time of Paper: 10.30 A.M. to 1.30 P.M. 

 

FOUNDATION COURSE 

PAPER – 2: BUSINESS LAWS 

Question No. 1  is compulsory. 

Answer any four questions from the remaining five questions. 

Wherever necessary, suitable assumptions should be made and disclosed  
by way of note forming part of the answer. 

Working Notes should form part of the answer. 

(Time allowed: 3 Hours) (100 Marks) 

1. (a) (i) Mr. A was running an orphanage.  His friend Mr. S, a philanthropist 

agreed to donate ` 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, 1872? (3 Marks) 

(ii) 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 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? (4 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 ` 1 crore. 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) 

(ii)  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) 

(c)  State the modes by which a partner may transfer his interest in the firm 
in favour of another person under the Indian Partnership Act, 1932. What 
are the rights of such a transferee? (6 Marks) 
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2. (a) 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- 

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

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

(b)  Define OPC (One Person Company) and state the rules regarding its 

membership. Can it be converted into a non-profit company under 
Section 8 or a private company?  (7 Marks) 

(c) A LLP is a new 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 

(ii)  Mutual Agency 

(iii)  Foreign LLPs 

(iv)  Artificial legal person (6 Marks) 

3. (a) (i) P, Q and R formed a partnership agreement to operate motor buses 
along specific routes for a duration of 12 years. After operating the 
business for four years, it was observed that the business incurred 
losses each year. Despite this, P is determined to continue the 
business for the remaining Period. Examine with reference to the 
Indian Partnership Act, 1932, can P insist to continue the business? 
If so, what options are available to Q and R who are reluctant to 
continue operating the business?   (4 Marks)   

(ii) A and B operate a textile merchant business in partnership. Mr. A 
finances the business and is a sleeping partner. In the regular 
course of business, B acquires certain fabric goods belonging to C. 
However, B is aware that these goods are stolen property. Despite 
this knowledge, B proceeds to purchase and sell some of these 
stolen goods. Moreover, B records proceeds from these sales in 
the firm’s books. Now, A wants to avoid the liability towards C, on 
the grounds of misconduct by B. In the light of the provisions of the 
Indian Partnership Act, 1932 discuss the liability of A and B towards 
C.  (3 Marks) 

 (b) (i) XYZ is a company incorporated under the Companies Act, 2013. 

 The paid up share capital of the company is held by others as on 
31.03.2024 in as under: 
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(1)  Government of India              20% 

(2)  Life Insurance Corporation of India (Public Institution) 8% 

(3)  Government of Tamil Nadu 10% 

(4)  Government of Rajasthan 10% 

(5)  ABC Limited (owned by Government Company) 15% 

 As per above shareholding, state whether XYZ limited be called a 
Government Company under the provisions of the Companies Act, 
2013. (4 Marks) 

(ii)  M and N holding 70% and 30% of the shares in the company. Both 

died in an accident. Answer with reference to the provisions of the 
Companies Act, 2013, what will be the legal effect on the company 
as both the members have died?   (3 Marks) 

(c)  Explain in brief with reference to the provisions of the Indian Contract 
Act, 1872, what are the rights enjoyed by Surety against the Creditor, 
the Principal Debtor and Co-Sureties?  (6 Marks) 

4. (a)  (i) Mr. J entered into an agreement with Mr. S to purchase his house 
for ` 20 lakh, within three months. He also paid ` 50,000/- as token 
money. In the meanwhile, in an anti-encroachment drive of the local 
administration, Mr. S's house was demolished. When Mr. J was 
informed about the incident he asked for the refund of token money. 

 Referring to the relevant provisions of the Indian Contract Act, 1872 
state whether Mr. J is entitled to the refund of the amount paid. 

  (4 Marks) 

(ii) 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? 

 (3 Marks) 

(b)  What are Inchoate and Ambiguous Instruments under the Negotiable 
Instruments Act, 1881?  (7 Marks) 

(c)  Describe in brief about the following Regulatory bodies of the 
Government of India:  
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(i)  Securities and Exchange Board of India 

(ii)  Reserve Bank of India 

(iii)  Insolvency and Bankruptcy Board of India (6 Marks) 

5. (a)  (i) Ram sells 200 bales of cloth to Shyam and sends 100 bales by lorry 
and 100 bales by Railway. Shyam receives delivery of 100 bales 
sent by lorry, but before he receives the delivery of the bales sent 
by railway, he becomes bankrupt. Ram being still unpaid, stops the 
goods in transit. The official receiver, on Shyam’s insolvency claims 
the goods. Decide the case with reference to the provisions of the 
Sale of Goods Act, 1930.  (4 Marks) 

(ii)  Classify the following transactions according to the types of goods 
they are:  

(A) A wholesaler of cotton has 100 bales in his godown. He 
agrees to sell 50 bales and these bales were selected and set 
aside.   

(B) A agrees to sell to B one packet of sugar out of the lot of one 
hundred packets lying in his shop.  

(C) T agrees to sell to S all the apples which will be produced in 
his garden this year.   (3 Marks)  

(b) State the circumstances, in which a Court may, at the suit of the partner, 
dissolve a partnership firm under the provisions of the Indian Partnership 
Act, 1932.  (7 Marks) 

(c) In accordance with the provisions of the Indian Contract Act, 1872, 
answer the following: 

(i) Rights of Bailor against any wrong doer (Third Party) 

(ii) Duties of the Pawnee (6 Marks) 

6. (a) Referring to the provisions of the Negotiable Instruments Act, 1881, 
answer the following in the given scenario: 

(i) Aman drew the bill of exchange (the bill) on Baban, who accepted 
it, payable to Magan or order. Magan indorsed the bill to Gagan. 

Gagan indorsed the bill to Akash to be delivered to him on the next 
day. However, on the death of Gagan on the same day, his only 
son Ankit delivered the bill to Akash on the next day as intended by 
his deceased father. On presenting the bill on the due date, Baban 
refused to pay. Explaining the importance of delivery in negotiation, 
decide, whether Akash can enforce the payment of the bill against 
Baban or the previous parties.     (4 Marks) 

(ii) Reliable Limited, an Indian company, is a global leader in 
Petrochemical products. For payment of the sale price of machinery 
imported from Alex Manufacturing Limited, a USA based company 
(the exporter), the Indian company drew a bill of exchange on 
Manish, a resident of Mumbai (India) who accepted the bill at 
Mumbai payable to the exporter in Los Angeles, USA. Decide, 
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whether the bill of exchange is an inland instrument or a foreign 
instrument. Assume that the bill of exchange was signed by the 
authorised person for the drawer company. (3 Marks) 

(b) Answer the following as per the provisions of the Indian Contract Act, 
1872: 

(i) 'Agent cannot personally enforce, nor be personally bound by, 
contracts on behalf of the principal' however there are some 
exceptions to this general rule, explain. (4 Marks) 

(ii) State the rights of Indemnity-holder when sued. (2 Marks) 

OR 

(b) What is the meaning of contingent contract? Write briefly its essentials. 
Also, explain any three rules relating to enforcement of a contingent 
contract. (6 Marks) 

(c)  J, a wholesaler of premium Basmati rice delivered on approval 100 bags 
of rice of 10 kg each to a local retailer, on sale or returnable basis within 
a month of delivery. The next day the retailer sold 5 bags of rice to a 
regular customer K. A week later K informed the retailer that the quality 
of rice was not as per the price. 

 The retailer now wants to return all the rice bags to J, including the 4 
bags not used by K. Can the retailer do so? 

 Also briefly describe the provisions underlying in this context of the Sale 
of Goods Act, 1930, (7 Marks) 

 

 



Mock Test Paper - Series I: April, 2025 

Date of Paper: 23rd April, 2025 
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. (a)  (i)  Kashish was running a business of artificial jewellery since long. He sold 
his business to Naman. Naman made an agreement with Kashish not to 
carry on the business of artificial jewellery and real diamond jewellery in 
that area and for a period of next one year. After two months, Kashish 
opened a show room for real diamond jewellery. Naman filed suit against 
Kashish for closing the business of real diamond business as it was against 
the agreement. Whether Kashish is liable to close his business of real 
diamond jewellery following the provisions of the Indian Contract  
Act, 1872?  (4 Marks) 

(ii)  Albert obtained 2 loans of ` 3,00,000 and ` 4,00,000 respectively from a 
reputed Bank. Out of these 2 loans, loan of ` 3,00,000 was guaranteed by 
Robert. Albert sent ` 2,00,000 to bank but did not intimate as to how it is 
to be appropriated towards the loans. The Bank appropriated the whole of 
` 2,00,000 to the loan of ` 4,00,000 (the loan not guaranteed). Robert 
objected on the decision of the Bank. He argued with bank that repayment 
amount should be first adjusted to the guaranteed loan. State with reasons, 
whether the Bank was correct in its decision under the Indian Contract  
Act, 1872?   (3 Marks) 

(b)  Parasnath Infraheight Limited is a public company and having 215 members of 
which 20 members were employees in the company during the period 1st June, 
2022 to 30th June, 2024. They were allotted shares in Parasnath Infraheight 
Limited on 1st April, 2018 which are held by them till today i.e. 31st August 2024. 
Now, the company wants to convert itself into a private company. State with 
reasons, whether Parasnath Infraheight Limited is required to reduce the number 
of members under the provisions of the Companies Act, 2013?  (7 Marks) 



(c)  “Indian Partnership Act does not make the registration of firms compulsory, nor 
does it impose any penalty for non-registration.” In light of the given statement, 
discuss the consequences of non-registration of the partnership firms in India?  

(6 Marks) 
2. (a)  Priyansh ordered 600 tins of apple juice from an American Company Amjuice Ltd. 

The company informed that tins would be packed in the boxes each containing 50 
tins. On delivery, it was found that a substantial part was in boxes containing only 
30 tins. Priyansh rejected the whole order as the tins were not packed according 
to the description given in the contract as the packing of tins was an essential part 
of the contract. Amjuice Ltd. sued Priyansh for the recovery of price. State with 
reason whether Priyansh can avoid the contract under the Sale of Goods Act, 
1930?   (7 Marks) 

(b)  "What documents and information are required to be filed with the Registrar for 
the registration of a company under the Companies Act, 2013? (7 Marks) 

(c)  "Both Limited Liability Partnerships and Limited Liability Companies offer limited 
liability protection, yet they differ significantly in structure and governance. 
Discuss these differences in detail."  (6 Marks) 

3. (a)  Rahul and Kapil are partners in the firm M/s Saxena Marble House. Rahul 
purchased 100 shares of a reputed company in his name, but he made the 
payment from firm’s account. Rahul did not consent to Kapil before acquiring of 
shares. Referring to the provisions of the Indian Partnership Act 1932: 

(a)  Whether the shares purchased by Rahul constitute the property of firm? 

(b)  What would be your answer if Rahul debits himself in the accounts books 
of firm and became a debtor to the firm? (7 Marks) 

 (b)  (i)  Sooraj Pharma Ltd., a public company, its Articles of Association 
empowers the managing agents to borrow both short and long term loans 
on behalf of the company, Mr. Smith, the director of the company, 
approached Easy Finance Ltd., a non banking finance company for a loan 
of ` 25,00,000 in name of the company.  

 The Lender agreed and provided the above said loan. Later on, Sooraj 
Pharma Ltd. refused to repay the money borrowed on the pretext that no 
resolution authorizing such loan have been actually passed by the 
company and the lender should have enquired about the same prior 
providing such loan hence company not liable to pay such loan.  



 Analyse the above situation in terms of the provisions of Doctrine of Indoor 
Management under the Companies Act, 2013 and examine whether the 
contention of Sooraj Pharma Ltd. is correct or not?  (4 Marks) 

(ii)  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 ` 1 crore. 
Referring to the provisions of the Companies Act, 2013 examine, whether 
the company can go for acquiring the status of a dormant company? 

       (3 Marks) 

(c)  "What is meant by a void contract and a voidable contract? Explain the differences 
between the two."  (6 Marks) 

4. (a)  Nitin appointed Shiv as his agent to transport apples from Shimla to Delhi. Due to 
heavy rain in near Shimla, Shiv was stranded for more than seven days. Shiv was 
not in position to contact with Nitin. To save Nitin from loss, Shiv sold all the apples 
in the nearby market below the market rate where he was stranded. Explain with 
reference to the Indian Contract Act 1872, can Nitin recover the loss from Shiv as 
Shiv had acted beyond his authority?  (7 Marks) 

(b)  "Explain the concept of 'presentment for payment' under Section 64 of the 
Negotiable Instruments Act, 1881. What are the consequences of non-
presentment?" (7 Marks) 

(c)  What do you understand by Law? Also explain, how is Law enforced in a legal 
system?  (6 Marks) 

5. (a)  Mr. Shankar sold 1000 Kgs wheat to Mr. Ganesh on credit of 3 months. Wheat 
was to be delivered after 10 days of contract. After 5 days of contract, a friend of 
Mr. Shankar secretly informed him that Mr. Ganesh may default in payment. On 
the information of friend, Mr. Shankar applied the lien and withheld the delivery. 
With referring to the provisions of the Sale of Goods Act, 1930: 

(i)  State, whether Mr. Shankar was right in his decision? 

(ii)  What would be your answer if Mr. Ganesh became insolvent within five 
days of contract?    (7 Marks) 

(b)  "Partners in a firm may be classified into various types based on the extent of their 
liability.” Describe the following:  

(i)  Dormant Partner 



(ii)  Nominal Partner 

(iii)  Partner in profits only 

(iv)  Partner by holding out (7 Marks) 

(c)  "What do you understand by a quasi-contract? Under what circumstances does it 
arise according to the Indian Contract Act, 1872?"      (6 Marks) 

6. (a) Sachin bought 1000 Kgs sugar from Saurabh for ` 40,000 on three months credit. 
For this purpose, Sachin issued a promissory note to Saurabh on the same date 
payable after 3 months. On the date of maturity, the promissory note was 
dishonoured by Sachin. Saurabh filed suit for the recovery of the amount plus fees 
of advocate paid by him for defending the suit. Referring the provisions of the 
Negotiable Instruments Act, 1881, what amount could be recovered by Saurabh 
from Sachin? (7 Marks) 

(b)  "Explain the circumstances under which a surety may be discharged by revocation 
of the contract of guarantee under the Indian Contract Act, 1872."  (6 Marks) 

(c)  "Explain the rules relating to the delivery of goods under the Sale of Goods Act, 
1930” with reference to the following: 

(i)  Effect of part delivery 

(ii)  Place of delivery 

(iii)  Delivery of wrong quantity."      (7 Marks) 
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Mock Test Paper - Series II: May, 2025 

Date of Paper: 6th May, 2025 
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. (a) P, Q and R jointly promised to pay S a sum of ` 60,000. Examine, considering the 
provisions of the Indian Contract Act, 1872 - 

(i) Can S compel any of three parties P, Q and R to pay him ` 60,000? 

(ii) R is compelled to pay the whole of the amount to S. Can he recover 
anything from P and Q, when - 

(1) Both P and Q were solvents. 

(2) P is not in a position to pay anything. (7 Marks) 

 (b) (i)  Oakwood Private Limited is the holding company of Silveroak Private 
Limited. As per the last profit and loss account for the year ending 31st 
March, 2025 of Silveroak Private Limited, its turnover was ` 1.80 crore and 
paid up share capital was ` 80 lakh. The Board of Directors wants to avail 
the status of a small company. The Company Secretary of the company 
advised the directors that Silveroak Private Limited cannot be categorized 
as a small company. In the light of the above facts and in accordance with 
the provisions of the Companies Act, 2013, you are required to examine 
whether the contention of Company Secretary is correct, explaining the 
relevant provisions of the Act. (4 Marks) 

(ii) In the Blossom Private Limited, there are only 5 members. All of them 
go in a boat on a pleasure trip into an open sea. The boat capsizes and 
all of them died being drowned. Explain with reference to the provisions 
of the Companies Act, 2013: 
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(A) Is Blossom Private Limited no longer in existence? 

(B) Further is it correct to say that a company being an artificial person 
cannot own property and cannot sue or be sued?  (3 Marks) 

 (c)  (i)  Explain the rules laid down under the Indian Partnership Act, 1932, for the 
mode of settlement of partnership accounts after the dissolution of a firm. 
What is the order in which the assets of the firm are applied? (4 Marks) 

(ii)  Discuss the provisions of the Indian Partnership Act, 1932 regarding the 
payment of firm debts and separate debts of partners. How are the firm’s 
property and the partners' separate property applied in settling such debts?
 (2 Marks) 

2. (a) (i)  The Institute of Science and Technology, Dehradun (the buyer), placed an 
order for various chemicals worth ` 1,50,000 from a supplier in Delhi (the 
seller). The buyer made full advance payment, and the seller dispatched 
the consignment via a courier of his own choice, without reserving any right 
of disposal over the goods. The consignment was lost in transit, and now 
the buyer seeks a refund of the purchase price. With reference to the 
provisions of the Sale of Goods Act, 1930, assess the validity of the buyer's 
claim for a refund. (4 Marks) 

(ii)  Sidharth visited an authorized car showroom and purchased a car of his 
choice without conducting a detailed inspection. After making the payment 
and taking delivery of the car, he discovered a defect in the engine that 
could not have been detected even with a reasonable inspection. With 
reference to the provisions of the Sale of Goods Act, 1930, advise, whether 
Sidharth can invoke the implied condition of merchantability and repudiate 
the contract due to the defect in the car. (3 Marks) 

(b)  Explain the classification of capital under Company Law as per the Companies 
Act, 2013. Discuss the different types of capital and the statutory definitions 
associated with each. (7 Marks) 

(c)  Explain the advantages of the LLP form of business. How does its legal structure 
make it a flexible and preferable business model for entrepreneurs? Also, discuss 
the legal capacities an LLP acquires upon registration. (6 Marks) 

3. (a)  P, Q and R, are partners in a construction firm, PQR Associates. P buys cement 
on behalf of the firm from D. The cement is used in the ordinary course of the 
firm's business. P uses the cement for his personal purposes. The supplier D, who 
is unaware of the private use of cement by P, claims the price from the firm. The 
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firm refuses to pay for the price, on the ground that the cement was never received 
by it. Referring to the provisions of the Indian Partnership Act, 1932, answer the 
followings: 

(i) Whether the Firm's contention is tenable? 

(ii) What would be your answer if a part of the cement so purchased by P was 
delivered to the firm by him, and the rest of the cement was used by him 
for his private use, about which neither the firm nor the supplier were 
aware? (7 Marks) 

 (b)  (i) "Unity Foundation" is a newly incorporated company focused on promoting 
education and healthcare services in rural areas. The company is 
registered as a section 8 company with a clear plan to reinvest all profits 
into its activities, and a license has been accorded by the Central 
Government. For the financial year ending on 31st March, 2025, the 
company earned a substantial profit and transferred some amount to M/s 
ABC Associates (a Partnership firm and one of the member of the Unity 
Foundation). Subsequently, on the complaint of one of the members, the 
Central Government, after giving an opportunity of being heard, directed 
the company to be wound up on the ground that a partnership firm cannot 
be a member of the section 8 company and it cannot transfer any part of 
profit to the firm. Explain, in the light of the provisions of the Companies 
Act, 2013, whether the ground taken for winding up is sufficient. (4 Marks) 

(ii)  Pacific Private Limited has 9 directors on its Board of Directors. The 
company's Articles of Association currently state that the quorum for board 
meetings shall be 1/3rd of the total strength or 2 directors, whichever is 
higher. The company now intends to amend this article to specify that the 
quorum for board meetings shall be 1/3rd of the total strength or 4 directors, 
whichever is higher. Advise the company on the procedure for including 
this entrenchment provision in its Articles, in accordance with the 
provisions of the Companies Act, 2013. Would your advice differ if the 
company were a public company?       (3 Marks) 

(c)  What is an anticipatory breach of contract? Discuss the legal rights and options 
available to the promisee under the Indian Contract Act, 1872, when anticipatory 
breach takes place.  (6 Marks) 
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4. (a) Examine the validity of the following agreements under the provisions of the Indian 
Contract Act, 1872 and justify your answer: 

(i) Mrs. Deepika pays a sum of ` 20,000 to a marriage bureau to provide 
information about the prospective grooms for her daughter's marriage. 

(ii) Bharat agrees with Rahul to sell his white horse. Unknown to both the 
parties, the horse was dead at the time of agreement. 

(iii) Ayush sells the goodwill of his shop to Omkar for ` 5,00,000 and promises 
not to carry on such similar business within the local limits so long as 
Omkar carries on like business. 

(iv) A property worth ` 20,00,000 was agreed to be sold for just ` 2,50,000 by 
a person of unsound mind. (7 Marks) 

(b)  What is a Negotiable Instrument? Explain its meaning and essential 
characteristics. How does the Negotiable Instruments Act, 1881 classify 
instruments as payable to order or payable to bearer?  (7 Marks) 

 (c)  (i)  Describe the major functions and specialised divisions of the Reserve Bank 
of India (RBI). How does it contribute to India’s economic development?  

(ii)  Explain the key responsibilities and organizational structure of the Ministry 
of Corporate Affairs (MCA). Highlight the legislative acts it administers and 
the role of the ICLS cadre. (6 Marks) 

5. (a) (i) PQR Limited, a supplier of electronic components, entered into a contract 
on August 1, 2024, with PQR Enterprises for the sale of 1000 units of 
microchips. The contract specifically identified the microchips by serial 
numbers and confirmed that they were in a deliverable state, stored in PQR 
Limited's warehouse. The contract stipulated that the goods would be 
delivered on September 1, 2024. 

 On August 10, 2024, a flood occurred, damaged the warehouse and 
destroyed the entire stock of microchips, including the 1000 units intended 
for PQR Enterprises. Examine, with reference to the provisions of the Sale 
of Goods Act, 1930 who shall suffer the loss? What will be your answer if 
the microchips are not specifically identified and marked for PQR 
Enterprises at the time of the contract?  (4 Marks) 

(ii) A purchases a motorcycle from B and uses it for some time. It turns out 
that the motorcycle sold by B to A was a stolen one and had to be returned 
to a rightful owner. A brings action against B for the return of the price. Will 
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he succeed? Examine this with reference to the provisions of the Sale of 
Goods Act, 1930.  (3 Marks) 

(b)  What is a Partnership Deed? Explain its significance and list the key contents 
typically included in a partnership deed. Why is it advisable to have the deed in 
writing, even though it is not mandatory?  (7 Marks) 

(c)  Enumerate and explain the duties and obligations of an agent towards the 
principal under the Indian Contract Act, 1872. (6 Marks) 

6. (a)   (i)  Kanika purchased various cosmetic products worth ̀  15,000 during the last 
week from Kartik, a shopkeeper, on credit of one month. After a fortnight, 
she makes out a blank promissory note, signed it and delivered to Kartik 
who further endorsed it to Manish for the payment of his dues. Manish, who 
is holder in due course, filled up the due amount of ` 17,000 from Kartik 
and on maturity presented it to Kanika for payment but she refused to pay 
because the amount filled up is more than the agreed amount of ` 15,000. 
It is to be noted that the amount of ` 17,000 is covered by the stamp affixed 
on it. Referring to the provisions of the Negotiable Instruments Act, 1881 
decide, whether Kanika is liable to honour the promissory note to Manish 
for ` 17,000? (4 Marks) 

(ii)  Nisha, a small business owner, receives a bill of exchange from her 
customer, Neeraj, which is due for payment on October 15th. On October 
12th, Nisha presents the bill of exchange for payment at Neeraj's office 
during regular business hours, but Neeraj is not present. Nisha leaves the 
bill with Neeraj's assistant, requesting to be presented to Neeraj for 
payment when he returns. However, Neeraj's assistant forgot to give the 
bill, and Neeraj does not make the payment by the due date, and the bill is 
dishonoured. Based on the provisions of the Negotiable Instruments Act, 
1881, examine whether Nisha's presentation of the bill of exchange to 
Neeraj's assistant.  (3 Marks) 

(b)  Explain the circumstances under which a contract of bailment may be terminated 
under the Indian Contract Act, 1872.   (6 Marks) 

(c)  Explain the concept of the "Right of Re-sale" under the Sale of Goods Act, 1930. 
Under what circumstances can an unpaid seller exercise this right?  (7 Marks) 
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Mock Test Paper - Series I: August, 2025 

Date of Paper: 12th August, 2025 
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. (a)  X was running a business of Car on lease. One fine day, Y came to hire a car for 
10 days for his business tour from Delhi to Amritsar. X offered him a Honda city 
for ` 50,000/- for 10 days on a condition that petrol and toll expenses will be borne 
by him. During the journey, engine of car was choked. Y has to spend ` 10,000/- 
for repair of engine. When he was coming back from Amritsar, brakes of car were 
not working, and a major accident of Y happened due to this. Y was admitted to 
hospital and paid a bill of ` 50,000 on recovery. Y asked X to compensate him 
charges for car repair and hospital expenses amounting ` 60,000/-. X denied for 
compensation by saying that he was not aware about the engine and brake’s fault. 
Y filed a suit against X for recovery of damages. Give your opinion with reference 
to provisions of the Indian Contract Act, 1872: 

(i)  Whether Y can withheld the amount of hire charges ` 50,000/- on account 
of non-payment of damages? 

(ii)  Whether Mr. X was liable to pay Damage as he was not aware of the fact 
of faults in car? (7 Marks) 

 (b)  (i)  Evergreen Private Limited has 9 directors on its Board of Directors. The 
company's Articles of Association currently state that the quorum for board 
meetings shall be 1/3rd of the total strength or 2 directors, whichever is 
higher. The company now intends to amend this article to specify that the 
quorum for board meetings shall be 1/3rd of the total strength or 4 directors, 
whichever is higher. Advise the company on the procedure for including 
this entrenchment provision in its Articles, in accordance with the 
provisions of the Companies Act, 2013. Would your advice differ if the 
company were a public company?   (3 Marks) 
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(ii)  State with reasons whether the following companies can be treated as 
Small Companies with reference to the provisions of the Companies  
Act, 2013: 

1.  STS Pvt. Ltd., having a turnover of ` 10 crores and the paid-up 
capital of ` 1 crore (1,00,000 equity shares of ` 100 each). Out of 
these 60,000 equity shares are held by UV Infratech Pvt. Ltd. 

2.  ZX Ltd., having a paid-up capital of ` 3 crores and turnover of  
` 35 crores.  (4 Marks) 

(c) "Explain the concept of 'Partner by Holding Out' as provided under the Indian 
Partnership Act, 1932. Under what circumstances can a person be held liable as 
a partner by holding out?  (6 Marks) 

2. (a) (i)  P sold certain antique items to Q for ` 3,00,000/- on 13.12.2024. As per 
the terms of agreement 75% of the amount was to be paid within a week 
and the balance 25% was to be paid till 31.12.2024. Q appointed his agent 
R to take delivery of the goods after payment of first installment.  
Q transferred a sum of ` 2,80,000/- in the account of P through NEFT on 
18.12.2024 which was credited in P's account on the same date. R failed 
to take delivery of antique items due to medical emergency. 

 By the meantime, Q failed to make payment of the second installment till 
31.12.2024. On 10.01.2025, Q's agent came to take the delivery of 
goods. But, P refused to deliver the goods and exercised his right of lien 
over the goods. 

 According to provisions of the Sale of Goods Act, 1930, give your opinion 
whether P was justified in exercising right of lien as only ` 20,000/- was 
left to be paid?  (4 Marks) 

(ii)  An auction takes place in Delhi for antique items. It is notified to the 
bidders that the sale will be completed, only when the hammer of the 
auctioneer hits the table and he announces "you are the highest bidder". 
During the auction, L bids for an antique sculpture, worth ` 8 lakhs. The 
hammer falls, but announcement cannot be made as the auction 
suddenly stops before the auctioneer can utter any words. It is notified to 
everyone that there has been an unexpected rise in the market price for 
that particular sculpture, and therefore, it will not be sold on that particular 
day. L contends that the auctioneer is bound to sell the sculpture to him 
at the price he bid because once he bid at the highest price in the auction 
and the hammer fell, the auction sale was completed and therefore, the 
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auctioneer is under a contractual obligation to sell the sculpture. The 
auctioneer disagrees. Discuss the validity of L's claim in reference to the 
provisions of the Sale of Goods Act, 1930.  (3 Marks) 

 (b)  (i)  Explain the concept of ‘Separate Legal Entity’ in Company Law. How does 
it differentiate a company from its members?  

(ii)  What is meant by ‘Perpetual Succession’ in relation to a company? How 
does this feature contribute to the continuity of a company despite 
changes in its membership?   (7 Marks) 

(c) "Explain the provisions relating to the change of name of a Limited Liability 
Partnership (LLP) under the LLP Act, 2008. Under what circumstances can the 
Central Government direct an LLP to change its name? What are the 
consequences of non-compliance with such directions? (6 Marks) 

3. (a)  P, Q and R, are partners in a construction firm, PQR Associates. P buys cement 
on behalf of the firm from D. The cement is used in the ordinary course of the 
firm's business. P uses the cement for his personal purposes. The supplier D, who 
is unaware of the private use of cement by P, claims the price from the firm. The 
firm refuses to pay for the price, on the ground that the cement was never received 
by it. Referring to the provisions of the Indian Partnership Act, 1932, answer the 
followings: 

(i) Whether the Firm's contention is tenable? 

(ii) What would be your answer if a part of the cement so purchased by P 
was delivered to the firm by him, and the rest of the cement was used by 
him for his private use, about which neither the firm nor the supplier were 
aware? (7 Marks) 

 (b)  (i) The Object clause of Memorandum of Association of ABC Pvt. Ltd. 
authorized the company to carry on the business of trading in property in 
Gurgaon. Since the company was not doing well, the Directors of the 
company in a recent board meeting planned to diversify the business and 
enter into Construction business. For this purpose, they borrowed a sum of 
` 5 crores from Magnum Finance Ltd. But the members of the company did 
not approve the decision of the board hence, company refused to repay the 
loan. According to provisions of the Companies Act, 2013 what is the 
recourse available to Magnum Finance Ltd. for recovery of the loan?  

 (4 Marks) 
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(ii) SNM Ltd. was registered in 2021 with a share capital of ` 50 Lakh divided 
into 5 lakhs equity share of ` 10 each under Section 8 of the Companies 
Act, 2013 for promotion of art in Jaipur. Company earned huge profits 
during the financial year ending on 31st March 2025 due to boom in the 
market. On 10th May 2025, 75% members of the company demanded to 
distribute 10% dividend to the equity shareholders. For this purpose, they 
passed special resolution in Extra Ordinary General Meeting. 

 With reference to provisions of the Companies Act, 2013 decide whether 
SNM Ltd. can declare dividend @ 10% to equity shareholders for the year 
ending 31st March 2025. (3 Marks) 

(c) "Explain the various persons by whom a contract may be performed as per the 
Indian Contract Act, 1872. (6 Marks) 

4. (a)  Examine the validity of the following agreements under the provisions of the Indian 
Contract Act, 1872 and justify your answer: 

(i) Mrs. Priya pays a sum of ` 10,000 to a marriage bureau to provide 
information about the prospective grooms for her daughter's marriage. 

(ii) Bharat agrees with John to sell his white bull. Unknown to both the 
parties, the bull was dead at the time of agreement. 

(iii) Rishabh sells the goodwill of his shop to Omkar for ` 10,00,000 and 
promises not to carry on such similar business within the local limits so 
long as Omkar carries on like business. 

(iv) A property worth ` 2,00,000 was agreed to be sold for just ` 25,000 by a 
person of unsound mind. (7 Marks) 

(b)  Explain the legal provisions regarding presentment for acceptance of a bill of 
exchange under the Negotiable Instruments Act, 1881. What are the 
consequences of failure to present a bill for acceptance? 

 Also, distinguish it from the presentment of a promissory note for sight. 

 (7 Marks) 

(c) "Explain the process by which a Bill becomes an Act of Parliament in India. After 
a law is enacted, how is it enforced, and which authorities are responsible for its 
implementation? (6 Marks) 
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5. (a) (i) MNO Limited, a supplier of electronic components, entered into a contract 
on August 1, 2023, with PQR Enterprises for the sale of 1000 units of 
microchips. The contract specifically identified the microchips by serial 
numbers and confirmed that they were in a deliverable state, stored in  
MNO Limited's warehouse. The contract stipulated that the goods would 
be delivered on September 1, 2023. 

 On August 10, 2023, a flood occurred, damaged the warehouse and 
destroyed the entire stock of microchips, including the 1000 units 
intended for PQR Enterprises. Examine, with reference to the provisions 
of the Sale of Goods Act, 1930 who shall suffer the loss? What will be 
your answer if the microchips are not specifically identified and marked 
for PQR Enterprises at the time of the contract? (4 Marks) 

(ii) A purchases a motorcycle from B and uses it for some time. It turns out 
that the motorcycle sold by B to A was a stolen one and had to be returned 
to a rightful owner. A brings action against B for the return of the price. 
Will he succeed? Examine this with reference to the provisions of the 
Sale of Goods Act, 1930.  (3 Marks) 

(b)  "Discuss the various grounds on which a partnership firm may be dissolved by the 
Court under the Indian Partnership Act, 1932.   (7 Marks) 

(c) What are the conditions to be satisfied for an "Agent's authority in an emergency" 
under the Indian Contract Act, 1872?  (6 Marks) 

6. (a)  Classify the following instruments as inland or foreign instruments as per the 
Negotiable Instruments Act, 1881 and justify your classification with proper 
reasoning.  

(i) A promissory note is made in Kolkata and is payable in Mumbai. 

(ii) A bill is drawn in Varanasi on a person resident in Jodhpur, but it is made 
payable in Singapore. 

(iii) A, resident of Agra, draws a bill of exchange in Agra on B, a merchant in 
New York, and B accepts it as payable in Delhi. 

(iv) A promissory note is made in New York by A, a resident of New York, 
and made payable to B in Delhi, India. 

(v) A bill of exchange is drawn in London on a person residing in Dubai, and 
it is payable in Dubai. (7 Marks)  
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(b)  With reference to provisions of the Indian Contract Act, 1872 define the following 
terms: 

(i)  Quasi-contracts and its salient features 

(ii)  Responsibility of finder of goods (6 Marks) 

 (c) (i)  Classify the following transactions according to the types of goods they 
are:  

(A) A wholesaler of cotton has 100 bales in his godown. He agrees to 
sell 50 bales and these bales were selected and set aside.   

(B) A agrees to sell to B one packet of sugar out of the lot of one 
hundred packets lying in his shop.  

(ii)  Sometime breach of condition will be treated as breach of warranty as a 
result of which buyer losses his right to rescind. State the circumstance 
where a contract cannot be avoided even on account of breach of 
condition.   (7 Marks) 
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Mock Test Paper - Series II: August, 2025 

Date of Paper: 26th August, 2025 

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. (a)  (i)  Tanishka purchased two flats in Ansal VVIP Homes at Greater Noida, one 

at Block A and another at Block D. She also entered in contract with Sakshi 

to letout the flat at Block D. At the time of entering into contract, both 

Tanishka and Sakshi were unaware that Block D is completely destroyed 

due to earthquake. Afterwards knowing the facts Sakshi requested to 

transfer the contract in favour of flat at Block A. In the light of provisions of 

the Indian Contract Act, 1872, whether Tanishka is liable to handover the 

possession of flat at Block A in place of Block D? (4 Marks) 

(ii)  Mr. A, the employer induced his employee Mr. B to sell his one room flat 

to him at less than the market value to secure promotion. Mr. B sold the 

flat to Mr. A. Later on, Mr. B changed his mind and decided to sue  

Mr. A. Examine the validity of the contract as per the provisions of the 

Indian Contract Act, 1872. (3 Marks) 

(b)  The paid-up capital of Darshan Photographs Private Limited is ` 1 Crores in the 

form of 50,000 Equity Shares of ` 100 each and 50,000 Preference Shares of  

` 100 each (Preference shares are not having any voting rights). Shadow Evening 

Private Limited is holding 25,000 Equity Shares in Darshan Photographs Private 

Limited. State with reason, 

(a)  Whether Darshan Photographs Private Limited is subsidiary of Shadow 

Evening Private Limited? 

(b)  Whether your answer would be different in case Shadow Evening Private 

Limited is holding 25,000 Equity Shares and 5,000 Preference Shares in 

Darshan Photographs Private Limited?   (7 Marks) 

(c)   Explain the five essential elements of partnership under the Indian Partnership 

Act, 1932. (6 Marks) 
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2. (a)  (i)  Rajnikant agrees to sell some specific goods coming on a ship name 

“Titanic” to Chiranjivi which will be delivered on arrival of “Titanic”. The ship 

arrived at the port but goods were not found on the ship. Chiranjivi had to 

procure the goods from open market at higher price. Afterwards, Chiranjivi 

sued Rajnikant for recovery of extra payment he made for goods. State 

with reasons, whether Rajnikant is liable to compensate Chiranjivi under 

the provisions of the Sale of Goods Act, 1930?  (4 Marks) 

(ii)  Saurabh purchased electric scooter of Vivek for ` 5000 only on the gun 

point. Vivek decided to file the complaint and to avoid the contract on the 

basis of coercion applied against him by Saurabh. But before he could do 

that, Saurabh sold the scooter to Vinay who had no idea about the 

situation on which the scooter was purchased by Saurabh. Vivek sued 

Saurabh and Vinay for recovery of scooter. Referring to the provisions of 

the Sale of Goods Act, 1930, whether Vivek was correct in his decision?  

(3 Marks)  

(b)  Briefly explain the nature of shares under the Companies Act, 2013 with reference 

to legal position of shareholders, treatment as movable property, and requirement 

of numbering.  (7 Marks) 

(c)  Discuss the provisions of the LLP Act, 2008 relating to partners in a Limited 

Liability Partnership. In your answer, explain: 

(a)  The eligibility and disqualifications of a person to become a partner,  

(b)  The minimum number of partners required and the consequences of 

reduction below the statutory limit, and 

(c)  The concept of designated partners, including the requirement of having a 

resident designated partner. (6 Marks)  

3. (a)  X, Y and Z are partners in a firm named M/s XYZ & Co. Timber is used in the 

business of firm in the ordinary course of business.  Y with intention to deceive 

W, a timber dealer, purchased timber on behalf of M/s XYZ & Co. Y uses the 

timber for construction of his own building. W has no idea that Y purchased the 

timber for his own use and claims the payment from M/s XYZ & Co.  

M/s XYZ & Co. refuses the payment as the timber was never received by it. State:  

(i)  Whether firm is liable to pay the price of Timber? 

(ii)  Whether the answer be different in case part of timber so purchased was 

delivered to firm and rest was used by Y for his personal use which was 

not in the knowledge of firm and W.  (7 Marks)  

 (b)  (i)  Nolimit Private Company is incorporated as unlimited company having 

share capital of ` 10,00,000. One of its creditors, Mr. Samuel filed a suit 
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against a shareholder Mr. Innocent for recovery of his debt against  

Nolimit Private Company. Mr. Innocent has given his plea in the Court that 

he is not liable as he is just a shareholder. Explain whether Mr. Samuel will 

be successful in recovering his dues from Mr. Innocent?  (4 Marks) 

(ii)  A Company registered under Section 8 of the Companies Act, 2013, has 

been consistently making profits for the past 5 years after a major change 

in the management structure. Few members contented that they are 

entitled to receive dividends. Can the company distribute dividend? If yes, 

what is the maximum percentage of dividend that can be distributed as 

per provisions of the Companies Act, 2013? Also, to discuss this along 

with other regular matters, the company held a general meeting by giving 

only 14 days’ notice. Is this valid?  (3 Marks)  

(c) On the basis of the mode of formation, contracts can be classified into different 

types. Explain the various kinds of contracts, namely: 

1. Express Contracts 

2. Implied Contracts (including Tacit Contracts) 

3. Quasi-Contracts 

4. E-Contracts (6 Marks) 

4. (a) (i)  Rahul is manufacturer of jute bags. He contracted with Sonia to purchase 

raw jute for the purpose of making bags. Rahul informed Sonia that 

production process of jute bags would start from 27.06.2025 but Sonia 

must supply raw jute till 25.06.2025 so that quality verifications can be done 

in next two days. Sonia supplied the jute on 27.06.2025 and informed Rahul 

that she couldn’t supply on 25.06.2025 due to some unavoidable reasons 

and she also assured that quality measures were not anyway compromised 

in supplies. But Rahul wanted to avoid the contract as he was not given 

opportunity to examine the goods. In light of provisions of the Indian 

Contract Act 1872, whether Rahul can avoid the contract?  (4 Marks) 

(ii)   Kajal, wife of Ajay, is lunatic. She purchased a Diamond set of ` 15 Lakhs 

from a famous Jewellers on credit. The Jewellers demanded the payment 

from her husband, Ajay. The Jewellers filed suit against Ajay for recovery 

of price of Diamond set. Referring to the provisions of the Indian Contract 

Act, 1872, decide whether the Jewellers is entitled to claim the price from 

Ajay? (3 Marks) 

(b)  Under what circumstances is presentment for payment of a negotiable instrument 

not necessary under the Negotiable Instruments Act, 1881?  (7 Marks) 

(c)  What is the significance of the Supreme Court and High Court in the Indian 

judiciary?  (6 Marks) 
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5. (a)  Anant needs an air conditioner for his room. For this purpose, he approaches M/s 

Frontline Electronics. The sales manager of M/s Frontline Electronics said that its 

technician will visit the room of Anant and there after they will suggest the air 

conditioner suitable for his room. After visiting the room, the technician suggests 

that a split AC of 1 tonne capacity will be sufficient for his room. On this advice, 

he purchases the suggested AC but after sometimes Anant found that AC is 

insufficient to cool the room area. Now, Anant wants to avoid the contract, but M/s 

Frontline Electronics denies returning or changing the AC as AC is installed and 

returning or changing will result a heavy loss to it. Referring to the provisions of 

the Sale of Goods Act, 1930, whether Anant can avoid the contract after 

installation?  (7 Marks) 

(b)  On the dissolution of a firm, what are the rights and obligations of partners under 

the Indian Partnership Act, 1932 with respect to: 

(i)  The right to have the business wound up and surplus distributed,  

(ii)  The continuing authority of partners for the purpose of winding up and 

completing unfinished transactions, and 

(iii)  The application of firm debts and separate debts of partners.   (7 Marks) 

(c) Define a Contract of Guarantee under the Indian Contract Act, 1872. Also explain 

the essential features of a valid contract of guarantee.     (6 Marks)  

6. (a)  ‘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 Instruments Act, 1881?   (7 Marks) 

(b)  Define the term Ratification under the Indian Contract Act, 1872. Explain the rights 

of a person as to acts done for him without his authority. What is the effect of 

ratification?  (6 Marks) 

 (c) (i)  When is the contract of sale in an auction complete? 

(ii)  What is the effect of pretended bidding by the seller in an auction? 

(iii)  Can the seller reserve a right to bid at his own auction? If yes, how? 

 (7 Marks) 
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Mock Test Paper - Series I: December, 2025 

Date of Paper: 17th December, 2025 

Time of Paper: 2 P.M. to 5 P.M. 
 

FOUNDATION COURSE 
PAPER – 2: BUSINESS LAWS 
Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

(Time allowed: 3 Hours) (100 Marks) 
1. (a)  (i)  Ashish goes to super market to buy an Air Conditioner. He selects a 

branded Air Conditioner having a price tag of ` 40,000 after a discount of 
` 3000. Ashish reaches at cash counter for making the payment, but 
cashier says, “Sorry sir, the discount was upto yesterday. There is no 
discount from today. Hence you have to pay ` 43,000.” Ashish got angry 
and insists for ` 40,000. State with reasons whether under the Indian 
Contract Act, 1872, can Ashish enforce the cashier to sell at discounted 
price i.e. ` 40,000?   (4 Marks)  

(ii) Rakesh, a transporter was entrusted with the duty of transporting tomatoes 
from a rural farm to a city by Aswin. Due to heavy rains, Rakesh was 
stranded for more than two days. Rakesh sold the tomatoes below the 
market rate in the nearby market where he was stranded fearing that the 
tomatoes may perish. Can Aswin recover the loss from Rakesh on the 
ground that Rakesh had acted beyond his authority under the Indian 
Contract Act, 1872?  (3 Marks) 

 (b)  (i)  Mr. Mohan had purchased some goods from Sunflower Limited on credit. 
A credit period of one month was allowed to Mr. Mohan. Before the due 
date, Mr. Mohan went to the company and wanted to repay the amount due 
from him. He found only Mr. Ramesh there, who was the factory supervisor 
of the company. Mr. Ramesh told Mr. Mohan that the accountant and the 
cashier are on leave, he is in-charge of receiving money and he may pay 
the amount to him. Mr. Ramesh issued a money receipt under his 
signature. After two months, Sunflower limited issued a notice to Mr. Mohan 
for non-payment of the dues within the stipulated period. Mr. Mohan 
informed the company that he had already cleared the dues and he is no 
more responsible for the same. He also contended that Mr. Ramesh is an 
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employee of the company whom he had made the payment and being an 
outsider, he trusted the words of Mr. Ramesh as duty distribution is a job 
of the internal management of the company. Analyse the situation under 
the Companies Act, 2013 and decide whether Mr. Mohan is free from his 
liability.   (4 Marks) 

(ii) Mike Limited is incorporated in India having Liaison office at Singapore. 
Explain in detail meaning of Foreign Company and analysis on whether 
Mike Limited would be called as Foreign Company as it established a 
Liaison office at Singapore as per the provisions of the Companies Act, 
2013?  (3 Marks) 

(c)  "Whether a group of persons is or is not a firm, or whether a person is or is not a 
partner in a firm." Explain the mode of determining existence of partnership as per 
the Indian Partnership Act, 1932? (6 Marks) 

2. (a) Mrs. Seema went to the local rice and wheat wholesale shop and asked for 100 
kgs of Basmati rice.  The Shopkeeper quoted the price of the same as ` 125 per 
kg to which she agreed.  Mrs. Seema insisted that she would like to see the sample 
of what would be provided to her by the shopkeeper before she agreed upon such 
a purchase. 

 The shopkeeper showed her a bowl of rice as a sample. The sample exactly 
corresponded to the entire lot. 

 The buyer examined the sample casually without noticing the fact that even 
though the sample was that of Basmati Rice, it contained a mix of long and short 
grains. 

 The cook on opening the bags complained that the dish, if prepared with the rice 
would not taste the same as the quality of rice was not as per requirement of the 
dish.   

 Now Mrs. Seema wants to file a suit of fraud against the seller alleging him of 
selling a mix of good and cheap quality rice. Will she be successful? 

 Explain the basic law on sale by sample under Sale of Goods Act, 1930? 

 What would be your answer in case Mrs. Seema specified her exact requirement 
as to length of rice?         (7 Marks) 

 (b)  (i)  Explain listed company and unlisted company as per the provisions of the 
Companies Act, 2013.  (2 Marks) 
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(ii) Explain the classification of the companies on the basis of control as per 
the Companies Act, 2013.      (5 Marks)  

 (c)  (i)  Who are the individuals which shall not be capable of becoming a partner 
of a Limited Liability Partnership?  (3 Marks) 

(ii)  What are the effects of registration of Limited Liability Partnership? 

(3 Marks)  

3. (a) (i) P, Q and R formed a partnership agreement to operate motor buses along 
specific routes for a duration of 12 years. After operating the business for 
four years, it was observed that the business incurred losses each year. 
Despite this, P is determined to continue the business for the remaining 
Period. Examine with reference to the Indian Partnership Act, 1932, can P 
insist to continue the business? If so, what options are available to Q and 
R who are reluctant to continue operating the business?   (4 Marks) 

(ii) A and B operate a textile merchant business in partnership. Mr. A finances 
the business and is a sleeping partner. In the regular course of business, 
B acquires certain fabric goods belonging to C. However, B is aware that 
these goods are stolen property. Despite this knowledge, B proceeds to 
purchase and sell some of these stolen goods. Moreover, B records 
proceeds from these sales in the firm’s books. Now, A wants to avoid the 
liability towards C, on the grounds of misconduct by B. In the light of the 
provisions of the Indian Partnership Act, 1932 discuss the liability of A and 
B towards C.  (3 Marks) 

 (b) (i) XYZ Limited is a company incorporated under the Companies Act, 2013. 

 The paid up share capital of the company as on 31.03.2025 is as under: 

(1)  Government of India      20% 

(2)  Life Insurance Corporation of India (Public Institution) 8% 

(3)  Government of Tamil Nadu    10% 

(4)  Government of Rajasthan    10% 

 As per above shareholding, state whether XYZ Limited be called a 
Government Company under the provisions of the Companies Act, 2013.
 (4 Marks) 
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(ii)  M and N holding 70% and 30% of the shares in the company. Both died in 
an accident. Answer with reference to the provisions of the Companies Act, 
2013, what will be the legal effect on the company as both the members 
have died?   (3 Marks) 

(c)  Explain in brief with reference to the provisions of the Indian Contract Act, 1872 
the rights enjoyed by Surety against the Creditor, the Principal Debtor and  
Co-Sureties?  (6 Marks) 

4. (a)  (i)  Mr. Gaurav and Mr. Vikas entered into a contract on 1st July, 2024, 
according to which Mr. Gaurav had to supply 100 tons of sugar to Mr. Vikas 
at a certain price strictly within a period of 10 days of the contract. Mr. Vikas 
also paid an amount of ` 70,000 towards advance as per the terms of the 
above contract. The mode of transportation available between their places 
is roadway only. Severe flood came on 2nd July, 2024 and the only road 
connecting their places was damaged and could not be repaired within 
fifteen days. Mr. Gaurav offered to supply sugar on 20th July, 2024 for which 
Mr. Vikas did not agree. On 1st August, 2024, Mr. Gaurav claimed 
compensation of ` 20,000 from Mr. Vikas for refusing to accept the supply 
of sugar, which was not there within the purview of the contract. On the 
other hand, Mr. Vikas claimed for refund of ` 70,000, which he had paid as 
advance in terms of the contract. Analyse the above situation in terms of 
the provisions of the Indian Contract Act, 1872 and decide on Mr. Vikas 
contention.  (4 Marks) 

(ii) R gives his umbrella to M during raining season to be used for two days 
during Examinations. M keeps the umbrella for a week. While going to R’s 
house to return the umbrella, M accidently slips and the umbrella is badly 
damaged. Who bear the loss and why under the provisions of the Indian 
Contract Act, 1872? (3 Marks)  

(b)  What is a cheque under the Negotiable Instruments Act, 1881, and who are the 
parties involved? What are the essential elements of a cheque? (7 Marks) 

(c)  What is the structure of the Indian Judicial System, and what is the hierarchy of 
courts in India?  (6 Marks) 

5. (a)  (i)  Rachit arranges an auction to sale an antic wall clock. Deepa, being one 
of the bidders, gives the highest bid. For announcing the completion of 
sale, the auctioneer falls the hammer on table but suddenly hammer brakes 
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and damages the watch. Deepa wants to avoid the contract. Can she do 
so under the provisions of the Sale of Goods Act, 1930? (4 Marks) 

(ii)  X contracted to sell his car to Y. They did not discuss the price of the car 
at all. X later refused to sell his car to Y on the ground that the agreement 
was void being uncertain about price. Can Y demand the car under the 
Sale of Goods Act, 1930?  (3 Marks)  

(b) “Partner indeed virtually embraces the character of both a principal and an agent”. 
Describe the said statement keeping in view of the provisions of the Indian 
Partnership Act, 1932. (7 Marks) 

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

6. (a) Referring to the provisions of the Negotiable Instruments Act, 1881, answer the 
following in the given scenario: 

(i) Aman drew the bill of exchange (the bill) on Baban, who accepted it, 
payable to Magan or order. Magan indorsed the bill to Gagan. Gagan 
indorsed the bill to Akash to be delivered to him on the next day. However, 
on the death of Gagan on the same day, his only son Ankit delivered the 
bill to Akash on the next day as intended by his deceased father. On 
presenting the bill on the due date, Baban refused to pay. Explaining the 
importance of delivery in negotiation, decide, whether Akash can enforce 
the payment of the bill against Baban or the previous parties.     (4 Marks) 

(ii) Reliable Limited, an Indian company, is a global leader in Petrochemical 
products. For payment of the sale price of machinery imported from Alex 
Manufacturing Limited, a USA based company (the exporter), the Indian 
company drew a bill of exchange on Manish, a resident of Mumbai (India) 
who accepted the bill at Mumbai payable to the exporter in Los Angeles, 
USA. Decide, whether the bill of exchange is an inland instrument or a 
foreign instrument. Assume that the bill of exchange was signed by the 
authorised person for the drawer company. (3 Marks) 

(b) Define Misrepresentation and Fraud. Explain the difference between Fraud and 
Misrepresentation as per the Indian Contract Act, 1872. (6 Marks) 

OR 

(b) What is the meaning of contingent contract? Write briefly its essentials. Also, explain 
any three rules relating to enforcement of a contingent contract. (6 Marks) 
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(c)  J, a wholesaler of premium Basmati rice delivered on approval 100 bags of rice of 
10 kg each to a local retailer, on sale or returnable basis within a month of delivery. 
The next day the retailer sold 5 bags of rice to a regular customer K. A week later 
K informed the retailer that the quality of rice was not as per the price. 

 The retailer now wants to return all the rice bags to J, including the 4 bags not 
used by K. Can the retailer do so? 

 Also briefly describe the provisions underlying in this context of the Sale of Goods 
Act, 1930, (7 Marks) 
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Mock Test Paper - Series II: December, 2025 

Date of Paper: 31st December, 2025 

Time of Paper: 2 P.M. to 5 P.M. 

FOUNDATION COURSE 

PAPER – 2: BUSINESS LAWS 

Question No. 1 is compulsory. 

Answer any four questions from the remaining five questions. 

(Time allowed: 3 Hours) (100 Marks) 

1. (a) Examine the validity of the following agreements under the provisions of the Indian 
Contract Act, 1872 and justify your answer: 

(i) Mrs. Palak pays a sum of ` 10,000 to a marriage bureau to provide 
information about the prospective grooms for her daughter's marriage. 

(ii) Bharat agrees with John to sell his white bull. Unknown to both the parties, 
the bull was dead at the time of agreement. 

(iii) Rishabh sells the goodwill of his shop to Omkar for ` 10,00,000 and 
promises not to carry on such similar business within the local limits so 
long as Omkar carries on like business. 

(iv) A property worth ` 2,00,000 was agreed to be sold for just ` 25,000 by a 
person of unsound mind.          (7 Marks) 

 (b) (i) State with reasons whether the following companies can be treated as 
Small Companies with reference to the provisions of the Companies Act, 
2013: 

1.  STS Pvt. Ltd., having a turnover of ` 10 crores and the paid-up 
capital of ` 1 crore (1,00,000 equity shares of ` 100 each). Out of 
these 60,000 equity shares are held by UV Infratech Pvt. Ltd. 

2.  ZX Ltd., having a paid-up capital of ` 3 crores and turnover of  
` 35 crores.       (4 Marks) 

(ii)  Justice Private Limited has 9 directors on its Board of Directors. The 
company's Articles of Association currently state that the quorum for board 
meetings shall be 1/3rd of the total strength or 2 directors, whichever is 
higher. The company now intends to amend this article to specify that the 
quorum for board meetings shall be 1/3rd of the total strength or 4 directors, 
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whichever is higher. Advise the company on the procedure for including 
this entrenchment provision in its Articles in accordance with the provisions 
of the Companies Act, 2013. Would your advice differ if the company was 
a public company?                      (3 Marks) 

 (c) (i) Explain the following terms under the Indian Partnership Act, 1932: 

(1) Partner by holding out 

(2) Nominal Partner      (4 Marks) 

(ii)  When the continuing guarantee can be revoked under the Indian 
Partnership Act, 1932?     (2 Marks) 

2. (a) (i) M/s RK Traders (Buyer) made a contract with M/s CK Traders (Seller) for 
purchase of 2000 kg of basmati rice specifically grown in Chhattisgarh 
State should be packed in pink colour bags of 25 kg each to identify the 
place of origin by specifying the mode of packing of basmati rice. The seller 
agreed for specific packing of rice grown in Chhattisgarh State. However, 
by misunderstanding, staff of seller packed the quantity of 1800 kg of 
basmati rice grown in the State of Maharashtra in white colour bags of 30 
kg each and the remaining quantity of 200 kg, grown in Chhattisgarh State, 
in pink colour bags of 25 kg each. Referring to the provisions of the Sale 
of Goods Act, 1930 analyse, whether the buyer has the right to reject the 
entire quantity of basmati rice supplied by the seller. (4 Marks) 

(ii)  Kartik agreed to sell his laptop to Vasant for a price to be fixed by Kusum 
a hardware engineer. However, before the delivery of the laptop, Kartik 
changed his mind and did not share any particulars and configuration of 
the laptop with Kusum, which made her unable to do the valuation. Kusum 
refused to do valuation. 

 Vasant needed laptop for his project, so he promised Kartik that, if the 
laptop is delivered to him, he would pay a reasonable price for it. However, 
Kartik decided not to sell his laptop to Vasant. Now, Vasant wants to know 
from you, being a legal expert, whether Kartik is bound by his promise as 
he agreed earlier to deliver his laptop to him at a reasonable price. If he 
does not agree to deliver what is the other remedy available to Vasant? 
Advise, referring to the provisions of the Sale of Goods Act, 1930. 

 (3 Marks) 
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(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) 

(ii) What is the effect of Memorandum and Articles when registered?  

 (2 Marks) 

(c) Referring to the provisions of the Limited Liability Partnership Act, 2008, answer 
the following: 

(i) Under what circumstances a Limited Liability Partnership is compulsorily 
required to change its name? Also, explain the compliance requirement 
following the change of name and the consequences, if any, in case of 
default therein.   (4 Marks) 

(ii) What do you mean by a Small Limited Liability Partnership?    (2 Marks) 

3. (a) ABC & Co. is a renowned partnership firm doing business in textile industry from 
last twenty years. But due to technical up-gradation, firm incurred heavy debts of 
` 50 lakhs. To maintain the integrity of the firm they introduced Mr. D as a new 
partner. Before admission of D, other partners A, B and C decided on their own 
and made an agreement with the creditors that the new partner will be liable for 
existing debt through novation. When D joins, he came to know about the debt of 
` 50 lakhs. With reference to the provisions of the Indian Partnership Act, 1932, 
give your opinion: 

(i)  Whether D would be liable for the debts of the firm incurred prior to his 
admission by virtue of the agreement between A, B, C and the creditors? 

(ii)  Whether your answer will be different if D was minor at the time of 
admission? 

(iii)  Whether D would be liable to pay the debt upon becoming major?  

 (7 Marks) 

 (b) (i) The Object clause of Memorandum of Association of ABC Pvt. Ltd. 
authorized the company to carry on the business of trading in property in 
Gurgaon. Since the company was not doing well, the Directors of the 
company in a recent board meeting planned to diversify the business and 
enter into Construction business. For this purpose, they borrowed a sum of 
` 5 crores from Magnum Finance Ltd. But the members of the company did 
not approve the decision of the board hence, company refused to repay the 
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loan. According to provisions of the Companies Act, 2013 what is the 
recourse available to Magnum Finance Ltd. for recovery of the loan?  

 (4 Marks) 

(ii) SNM Ltd. was registered in 2021 with a share capital of ` 50 Lakh divided 
into 5 lakhs equity share of ` 10 each under Section 8 of the Companies 
Act, 2013 for promotion of art in Jaipur. Company earned huge profits 
during the financial year ending on 31st March 2025 due to boom in the 
market. On 10th May 2025, 75% members of the company demanded to 
distribute 10% dividend to the equity shareholders. For this purpose, they 
passed special resolution in EGM. 

 With reference to provisions of the Companies Act, 2013 decide whether 
SNM Ltd. can declare dividend @ 10% to equity shareholders for the year 
ending 31st March 2025. (3 Marks) 

(c) According to provisions of the Indian Contract Act, 1872, define the following 
terms with reference to contract of guarantee: 

(i)  Nature and extent of Surety's Liability 

(ii)  Discharge of a Contract of Surety by Invalidation of the Contract of 
Guarantee.  (6 Marks) 

4. (a) A, B and C jointly promised to pay D a sum of ` 6,000. Examine, considering the 
provisions of the Indian Contract Act, 1872 - 

(i) Can D compel any of three parties A, B and C to pay him ` 6,000? 

(ii) C is compelled to pay the whole of the amount to D. Can he recover 
anything from A and B, when - 

(1) Both A and B were solvents. 

(2) A is not in a position to pay anything. (7 Marks) 

(b) What are the rules governing the compensation payable in the event of dishonour 
of a negotiable instrument under the provisions of the Negotiable Instruments Act, 
1881? (7 Marks) 

(c) Explain in brief the important functions played by the Ministry of Finance, the 
Ministry of Corporate Affairs and the Ministry of Law and Justice in enforcing the 
law in India. (6 Marks) 

5. (a) (i) Ashok, a trader, delivered a camera to Mangesh on 'sale or return' basis. 
Mangesh delivers the camera to Rahul on the terms of 'sale for cash only 
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or return'. Afterward, Rahul delivered it to Vishal on a 'sale or return' basis 
without paying cash to Mangesh. The camera, which was in the possession 
of Vishal was lost by theft though he exercised due care for its safety. 
Referring to the provisions of the Sale of Goods Act, 1930, analyse the 
situation and advise, whether Mangesh, Rahul or Vishal are, jointly or 
severally, liable to pay the price of the camera to Ashok.   (4 Marks) 

(ii) Ansari of Jaipur sold 100 smart TV set @ ` 50,000/- per set to Baburam of 
Delhi. He delivered the TV sets to Chetan, a transport carrier for 
transmission to Baburam. Baburam further sold these 100 TV sets to 
Shayamlal @ ` 60,000/- per set. On reaching the goods at the destination, 
Baburam demanded the delivery but Chetan, wrongfully refused to deliver 
the goods to Baburam. That is why; he failed to deliver TV sets to 
Shayamlal and suffered a huge loss on account of non-delivery. Ansari 
came to know about this. He directed Chetan to stop the delivery to 
Baburam and re-deliver the goods to him at Jaipur. 

 Answer the following questions under the provisions of the Sale of Goods 
Act, 1930: 

(A) Whether Ansari has right to stop the goods in transit? 

(B) Whether Baburam can claim loss suffered due to nondelivery from 
Ansari? (3 Marks) 

(b) State the circumstances, in which a Court may, at the suit of the partner, dissolve 
a partnership firm under the provisions of the Indian Partnership Act, 1932.   

(7 Marks) 

(c) In accordance with the provisions of the Indian Contract Act, 1872, answer the 
following: 

(i) Rights of Bailor against any wrong doer (Third Party) 

(ii) Duties of the Pawnee (6 Marks) 

6. (a)  Ram purchased a second-hand car from his friend Rohan for ` 5 lakhs on  
10th November, 2022. He paid ` 4 lakh immediately and promised to pay ` 1 lakh 
within a year. But, he could not pay the remaining amount till December-2023. On 
5thJanuary, 2024 Ram received an invitation for Rohan's wedding which he could 
not attend but sent a cheque of ` 51,000 as gift by post. 
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 When Rohan deposited the cheque, it was returned unpaid due to insufficient 
balance in the account of Ram. Rohan considered it as an offence under Section 
138 of the Negotiable Instruments Act, 1881. 

Advise 

(i)  Whether Ram would be held liable for dishonour of cheque? 

(ii)  Whether Rohan was justified in considering this as an offence under 
Section 138 of the Negotiable Instruments Act, 1881.  (7 Marks) 

(b) With reference to provisions of the Indian Contract Act, 1872 define the following 
terms: 

(i)  Quasi-contracts and its salient features 

(ii)  Responsibility of finder of goods (6 Marks) 
OR 

(b)  Explain the following terms with reference to the Indian Contract Act, 1872: 

(i)  Pledge by mercantile agent 

(ii)  Pledge by person in possession under voidable contract (6 Marks) 

(c) With reference to provisions of the Sale of Goods Act, 1930, answer the following: 

(i)  What are the consequences of the destruction of specified goods, before 
making of contract and after the agreement to sell under the Sale of Goods 
Act, 1930.  

(ii)  Sometime breach of condition will be treated as breach of warranty as a 
result of which buyer losses his right to rescind. State the circumstance 
where a contract cannot be avoided even on account of breach of 
condition.   (7 Marks) 
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Mock Test Paper - Series I: April, 2026 

Date of Paper: 16th 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. (a)  (i)  Mr. Gaurav and Mr. Vikas entered into a contract on 1st July, 2025, 
according to which Mr. Gaurav had to supply 100 tons of sugar to Mr. Vikas 
at a certain price strictly within a period of 10 days of the contract. Mr. Vikas 
also paid an amount of ` 70,000 towards advance as per the terms of the 
above contract. The mode of transportation available between their places 
is roadway only. Severe flood came on 2nd July, 2025 and the only road 
connecting their places was damaged and could not be repaired within 
fifteen days. Mr. Gaurav offered to supply sugar on 20th July, 2025 for which 
Mr. Vikas did not agree. On 1st August, 2025, Mr. Gaurav claimed 
compensation of ` 20,000 from Mr. Vikas for refusing to accept the supply 
of sugar, which was not there within the purview of the contract. On the 
other hand, Mr. Vikas claimed for refund of ` 70,000, which he had paid as 
advance in terms of the contract. Analyse the above situation in terms of 
the provisions of the Indian Contract Act, 1872 and decide on Mr. Vikas 
contention.  (4 Marks) 

(ii) R gives his umbrella to M during raining season to be used for two days 
during Examinations. M keeps the umbrella for a week. While going to R’s 
house to return the umbrella, M accidently slips and the umbrella is badly 
damaged. Who bear the loss and why under the provisions of the Indian 
Contract Act, 1872? (3 Marks) 

(b)  Prasad incorporated an OPC to run his new start-up in May, 2021. OPC borrowed 
` 50 Lakhs to meet its long term fund requirements and ` 25 lakh to meet its 
working capital requirements on the basis of his project from a non-banking 
finance company (NBFC) in Oct, 2021. But due to some running hardships and 
new govt. policies OPC was failed to pay its debts to NBFC. Assets of the 
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company were insufficient to pay the outstanding debts. According to the 
provisions of the Companies Act, 2013, Decide whether Prasad would be liable to 
pay the outstanding debts of NBFC in the following circumstances: - 

(i) If the NBFC proceeded against the personal assets of Prasad only on the 
ground that he is the only shareholder and hence liable for its debts. 

(ii) If the NBFC proves that the One Person Company was formed for fraud 
and cheating. (7 Marks) 

(c) Explain with reference to provisions of the Indian Partnership Act, 1932: 

(i) Whether a partner can be introduced without consent of other partners? If 
yes, describe the procedure. If no, in what manner can a partner transfer 
his share in partnership? (2 Marks) 

(ii) Describe the rights of transferee: - 

(1) During the continuance of partnership. 

(2) On the dissolution of the firm. (4 Marks) 

2. (a) (i)  Rachit arranges an auction to sale an antic wall clock. Deepa, being one 
of the bidders, gives the highest bid. For announcing the completion of 
sale, the auctioneer falls the hammer on table but suddenly hammer brakes 
and damages the watch. Deepa wants to avoid the contract. Can she do 
so under the provisions of the Sale of Goods Act, 1930? (4 Marks) 

(ii)  X contracted to sell his car to Y. They did not discuss the price of the car 
at all. X later refused to sell his car to Y on the ground that the agreement 
was void being uncertain about price. Can Y demand the car under the 
Sale of Goods Act, 1930?  (3 Marks)  

 (b)  (i)  Explain listed company and unlisted company as per the provisions of the 
Companies Act, 2013.  (2 Marks) 

(ii) Explain the classification of the companies on the basis of control as per 
the Companies Act, 2013.      (5 Marks)  

 (c) (i)  Who are the individuals which shall not be capable of becoming a partner 
of a Limited Liability Partnership?  (3 Marks) 

(ii)  What are the effects of registration of Limited Liability Partnership? 

(3 Marks)  
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3. (a)  State giving reasons whether the following are partnerships as per the provisions 
under the Indian Partnership Act, 1932. 

(i)  X, Y, and Z agree to divide the profits equally, but the loss, if any, is to be 
borne by X alone. Is it case of partnership? (3 Marks) 

(ii)  X, a publisher, agrees to publish a book at his own expense written by Y 
and to pay Y, half of the net profit. Does this create a relationship of 
partnership between X and Y? Is liable to a paper dealer for paper supplied 
to X to print Y’s book? (2 Marks) 

(iii) A and B purchase a tea shop and incur additional expenses for purchasing 
utensils etc. each contributing half of the total expense. The shop is leased 
out on daily rent which is divided between both. Does this arrangement 
constitute a partnership between A and B? (2 Marks) 

 (b)  (i)  MTK Private Limited is a company registered under the Companies Act, 
2013 on 5th January 2022. The company did not start its business till  
31st July 2024. Identify under which category MTK Private Limited company 
is classified. Explain the definition of the category of the company in detail. 

 (2 Marks) 

(ii) The paid-up capital and turnover of Aaradhya Cosmetics Private Ltd. 
(ACPL) for FY 2024-25 is ` 4 crores and ` 45 crores respectively. 
Directors of ACPL decided not to follow some provisions as it is a small 
company according to section 2(85) of the Companies Act, 2013. Company 
secretary of Pooja Fashions Private Limited (PFPL) contended that ACPL 
is not a small company as ACPL is a holding company of (PFPL). Decide 
whether ACPL Cosmetics Ltd. can avail status of small company according 
to provisions of the Companies Act, 2013. (3 Marks) 

(iii) The paid-up share capital of Abhinav Natural Gases Ltd. (ANGL) is ` 140 
crores. The holdings of Central Government and Maharashtra Government 
are ` 40.10 crores and ` 30.20 crores respectively. In one tender relating 
to natural gas, directors of ANGL quoted it as Government Company. 
Decide According to provisions of the Companies Act, 2013 whether ANGL 
can be tagged as Government Company? (2 Marks) 

(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) 
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4. (a)  (i) Bhuvika borrowed ` 4,75,000/- from her relative Madan on 5th April 2020 
on interest @ 1% per month for 5 year for running her Cosmetics store. 
She was paying continuously instalment and interest every month. But due 
to sudden introduction of nature care products her products became 
obsolete. As a result, she was unable to pay monthly instalment and 
interest from May 2021 onwards. The debt got time barred by limitation Act. 
However, on account of continuous persuasions of her relatives, Bhuvika 
promised in writing to pay the outstanding amount shortly within a few 
months. Whether Madan can legally recover the debts from Bhuvika when 
the loan has already been time barred? Explain with reference to provisions 
of the Indian Contract Act, 1872. (2 Marks) 

(ii) Chhaya and Abeer are very good friends. On Chhaya's birthday Abeer 
gifted an I-Phone worth ` 1.35 lakh. Whether this gift is valid as per 
provisions of the Indian Contract Act, 1872? (2 Marks) 

(iii) Amol promised to give a gold ring worth ` 1 lakh to her friend Chakori on 
her birthday. Whether the promise made by Amol is enforceable in law as 
per the provisions of the Indian Contract Act, 1872? 

 What would be your answer if the relation between Amol and Chakori is of 
Husband & Wife? (3 Marks) 

(b)  What is a Bill of Exchange? Also, explain its essential characteristics under the 
Negotiable Instruments Act, 1881. (7 Marks) 

(c) What is the significance of the Supreme Court and High Court in the Indian 
judiciary?  (6 Marks)  

5. (a)  Mr. G sold some goods to Mr. H for a certain price by issue of an invoice, but 
payment in respect of the same was not received on that day. The goods were 
packed and lying in the godown of Mr. G. The goods were inspected by H's agent 
and were found to be in order. Later on, the dues of the goods were settled in 
cash. Just after receiving cash, Mr. G asked Mr. H that goods should be taken 
away from his godown to enable him to store other goods purchased by him. After 
one day, since Mr. H did not take delivery of the goods, Mr. G kept the goods out 
of the godown in an open space. Due to rain, some goods were damaged. 

 Referring to the provisions of the Sale of Goods Act, 1930, analyse the above 
situation and decide who will be held responsible for the above damage. Will your 
answer be different if the dues were not settled in cash and are still pending? 

 (7 Marks) 
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(b)  Can a partner be expelled? If so, how? Which factors should be kept in mind 
prior to expelling a partner from the firm by the other partners according to the 
provision of the Indian Partnership Act, 1932?  (7 Marks) 

(c) Define contract of indemnity and contract of guarantee and state the conditions 
when guarantee is considered invalid?  (6 Marks) 

6. (a)  Alok bought some goods from Manish on credit. Later, he issued a cheque for the 
dues from his bank account and asked Manish to encash the cheque within two 
days. On the day Alok issued the cheque, there was a sufficient balance to pay 
Manish's dues. Manish presented the cheque after one month, which was returned 
due to insufficient funds. Manish made a demand for the payment, but Alok failed 
to pay. Manish send him notice to pay the outstanding debts. Alok ignored the 
notice. Manish filed a case for dishonour of the cheque. Alok defended himself on 
the grounds that Manish failed to encash the cheque within two days as specified 
by him and that he had no reason to believe at the time of issuance of the cheque 
that it might be dishonoured. Analyse- 

(i) Whether Alok's defences are valid under the provisions of the Negotiable 
Instruments Act, 1881. 

(ii) Whether Manish can file a suit against Alok for dishonour of cheque and 
within how many days he can file the complaint after dishonour under the 
provisions of the Negotiable Instruments Act, 1881? (7 Marks) 

(b)  Define Misrepresentation and Fraud. Explain the difference between Fraud and 
Misrepresentation as per the Indian Contract Act, 1872.  (6 Marks) 

 (c) (i) What do you mean by suit for specific performance? State any two 
conditions when court allows this remedy according to provisions of the 
Sale of Goods Act, 1930? (3 Marks) 

(ii) What do you mean by right of resale? State any three conditions when the 
right of resale goods given to an unpaid sellers under the Sale of Goods 
Act, 1930. (4 Marks) 
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Mock Test Paper - Series II: April, 2026 

Date of Paper: 25th 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. (a) (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) 

(ii) Mr. A offered to sell 25 chairs to Mr. B @ ` 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 ` 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, 1872?
 (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 ` 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) 
(ii)   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) 

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

2. (a)  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? 

(ii) 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) 

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

(c) A LLP is a new 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 

(ii) Mutual Agency 

(iii) Foreign LLPs 

(iv) Artificial legal person (6 Marks) 
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3. (a)  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) 

(ii) 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) 

(iii) Suman, having 10% share in the property of ` 200 lakh of a firm retires 
from the firm on 31st 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 31st 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, 2013? (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. (a)  (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) 

(ii)  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, I shall assume that the 
horse is sound.” Sahil says nothing. (3 Marks) 

(b)  What are Inchoate and Ambiguous Instruments under the Negotiable Instruments 
Act, 1881?  (7 Marks) 

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

5. (a)  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)  (i) What is the difference between partnership and co-ownership as per 
the Indian Partnership Act, 1932? (4 Marks) 

(ii) 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. (a)  (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 
1881? (4 Marks) 

(ii) Utkarsh purchased some goods from Saksham for ` 50,000 on 14th 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 16th 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) 

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

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

(ii) 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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Mock Test Paper - Series I: April, 2026 

Date of Paper: 16th 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. (a)  (i)  Mr. Gaurav and Mr. Vikas entered into a contract on 1st July, 2025, 
according to which Mr. Gaurav had to supply 100 tons of sugar to Mr. Vikas 
at a certain price strictly within a period of 10 days of the contract. Mr. Vikas 
also paid an amount of ` 70,000 towards advance as per the terms of the 
above contract. The mode of transportation available between their places 
is roadway only. Severe flood came on 2nd July, 2025 and the only road 
connecting their places was damaged and could not be repaired within 
fifteen days. Mr. Gaurav offered to supply sugar on 20th July, 2025 for which 
Mr. Vikas did not agree. On 1st August, 2025, Mr. Gaurav claimed 
compensation of ` 20,000 from Mr. Vikas for refusing to accept the supply 
of sugar, which was not there within the purview of the contract. On the 
other hand, Mr. Vikas claimed for refund of ` 70,000, which he had paid as 
advance in terms of the contract. Analyse the above situation in terms of 
the provisions of the Indian Contract Act, 1872 and decide on Mr. Vikas 
contention.  (4 Marks) 

(ii) R gives his umbrella to M during raining season to be used for two days 
during Examinations. M keeps the umbrella for a week. While going to R’s 
house to return the umbrella, M accidently slips and the umbrella is badly 
damaged. Who bear the loss and why under the provisions of the Indian 
Contract Act, 1872? (3 Marks) 

(b)  Prasad incorporated an OPC to run his new start-up in May, 2021. OPC borrowed 
` 50 Lakhs to meet its long term fund requirements and ` 25 lakh to meet its 
working capital requirements on the basis of his project from a non-banking 
finance company (NBFC) in Oct, 2021. But due to some running hardships and 
new govt. policies OPC was failed to pay its debts to NBFC. Assets of the 
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company were insufficient to pay the outstanding debts. According to the 
provisions of the Companies Act, 2013, Decide whether Prasad would be liable to 
pay the outstanding debts of NBFC in the following circumstances: - 

(i) If the NBFC proceeded against the personal assets of Prasad only on the 
ground that he is the only shareholder and hence liable for its debts. 

(ii) If the NBFC proves that the One Person Company was formed for fraud 
and cheating. (7 Marks) 

(c) Explain with reference to provisions of the Indian Partnership Act, 1932: 

(i) Whether a partner can be introduced without consent of other partners? If 
yes, describe the procedure. If no, in what manner can a partner transfer 
his share in partnership? (2 Marks) 

(ii) Describe the rights of transferee: - 

(1) During the continuance of partnership. 

(2) On the dissolution of the firm. (4 Marks) 

2. (a) (i)  Rachit arranges an auction to sale an antic wall clock. Deepa, being one 
of the bidders, gives the highest bid. For announcing the completion of 
sale, the auctioneer falls the hammer on table but suddenly hammer brakes 
and damages the watch. Deepa wants to avoid the contract. Can she do 
so under the provisions of the Sale of Goods Act, 1930? (4 Marks) 

(ii)  X contracted to sell his car to Y. They did not discuss the price of the car 
at all. X later refused to sell his car to Y on the ground that the agreement 
was void being uncertain about price. Can Y demand the car under the 
Sale of Goods Act, 1930?  (3 Marks)  

 (b)  (i)  Explain listed company and unlisted company as per the provisions of the 
Companies Act, 2013.  (2 Marks) 

(ii) Explain the classification of the companies on the basis of control as per 
the Companies Act, 2013.      (5 Marks)  

 (c) (i)  Who are the individuals which shall not be capable of becoming a partner 
of a Limited Liability Partnership?  (3 Marks) 

(ii)  What are the effects of registration of Limited Liability Partnership? 

(3 Marks)  
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3. (a)  State giving reasons whether the following are partnerships as per the provisions 
under the Indian Partnership Act, 1932. 

(i)  X, Y, and Z agree to divide the profits equally, but the loss, if any, is to be 
borne by X alone. Is it case of partnership? (3 Marks) 

(ii)  X, a publisher, agrees to publish a book at his own expense written by Y 
and to pay Y, half of the net profit. Does this create a relationship of 
partnership between X and Y? Is liable to a paper dealer for paper supplied 
to X to print Y’s book? (2 Marks) 

(iii) A and B purchase a tea shop and incur additional expenses for purchasing 
utensils etc. each contributing half of the total expense. The shop is leased 
out on daily rent which is divided between both. Does this arrangement 
constitute a partnership between A and B? (2 Marks) 

 (b)  (i)  MTK Private Limited is a company registered under the Companies Act, 
2013 on 5th January 2022. The company did not start its business till  
31st July 2024. Identify under which category MTK Private Limited company 
is classified. Explain the definition of the category of the company in detail. 

 (2 Marks) 

(ii) The paid-up capital and turnover of Aaradhya Cosmetics Private Ltd. 
(ACPL) for FY 2024-25 is ` 4 crores and ` 45 crores respectively. 
Directors of ACPL decided not to follow some provisions as it is a small 
company according to section 2(85) of the Companies Act, 2013. Company 
secretary of Pooja Fashions Private Limited (PFPL) contended that ACPL 
is not a small company as ACPL is a holding company of (PFPL). Decide 
whether ACPL Cosmetics Ltd. can avail status of small company according 
to provisions of the Companies Act, 2013. (3 Marks) 

(iii) The paid-up share capital of Abhinav Natural Gases Ltd. (ANGL) is ` 140 
crores. The holdings of Central Government and Maharashtra Government 
are ` 40.10 crores and ` 30.20 crores respectively. In one tender relating 
to natural gas, directors of ANGL quoted it as Government Company. 
Decide According to provisions of the Companies Act, 2013 whether ANGL 
can be tagged as Government Company? (2 Marks) 

(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 

4. (a)  (i) Bhuvika borrowed ` 4,75,000/- from her relative Madan on 5th April 2020 
on interest @ 1% per month for 5 year for running her Cosmetics store. 
She was paying continuously instalment and interest every month. But due 
to sudden introduction of nature care products her products became 
obsolete. As a result, she was unable to pay monthly instalment and 
interest from May 2021 onwards. The debt got time barred by limitation Act. 
However, on account of continuous persuasions of her relatives, Bhuvika 
promised in writing to pay the outstanding amount shortly within a few 
months. Whether Madan can legally recover the debts from Bhuvika when 
the loan has already been time barred? Explain with reference to provisions 
of the Indian Contract Act, 1872. (2 Marks) 

(ii) Chhaya and Abeer are very good friends. On Chhaya's birthday Abeer 
gifted an I-Phone worth ` 1.35 lakh. Whether this gift is valid as per 
provisions of the Indian Contract Act, 1872? (2 Marks) 

(iii) Amol promised to give a gold ring worth ` 1 lakh to her friend Chakori on 
her birthday. Whether the promise made by Amol is enforceable in law as 
per the provisions of the Indian Contract Act, 1872? 

 What would be your answer if the relation between Amol and Chakori is of 
Husband & Wife? (3 Marks) 

(b)  What is a Bill of Exchange? Also, explain its essential characteristics under the 
Negotiable Instruments Act, 1881. (7 Marks) 

(c) What is the significance of the Supreme Court and High Court in the Indian 
judiciary?  (6 Marks)  

5. (a)  Mr. G sold some goods to Mr. H for a certain price by issue of an invoice, but 
payment in respect of the same was not received on that day. The goods were 
packed and lying in the godown of Mr. G. The goods were inspected by H's agent 
and were found to be in order. Later on, the dues of the goods were settled in 
cash. Just after receiving cash, Mr. G asked Mr. H that goods should be taken 
away from his godown to enable him to store other goods purchased by him. After 
one day, since Mr. H did not take delivery of the goods, Mr. G kept the goods out 
of the godown in an open space. Due to rain, some goods were damaged. 

 Referring to the provisions of the Sale of Goods Act, 1930, analyse the above 
situation and decide who will be held responsible for the above damage. Will your 
answer be different if the dues were not settled in cash and are still pending? 

 (7 Marks) 
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(b)  Can a partner be expelled? If so, how? Which factors should be kept in mind 
prior to expelling a partner from the firm by the other partners according to the 
provision of the Indian Partnership Act, 1932?  (7 Marks) 

(c) Define contract of indemnity and contract of guarantee and state the conditions 
when guarantee is considered invalid?  (6 Marks) 

6. (a)  Alok bought some goods from Manish on credit. Later, he issued a cheque for the 
dues from his bank account and asked Manish to encash the cheque within two 
days. On the day Alok issued the cheque, there was a sufficient balance to pay 
Manish's dues. Manish presented the cheque after one month, which was returned 
due to insufficient funds. Manish made a demand for the payment, but Alok failed 
to pay. Manish send him notice to pay the outstanding debts. Alok ignored the 
notice. Manish filed a case for dishonour of the cheque. Alok defended himself on 
the grounds that Manish failed to encash the cheque within two days as specified 
by him and that he had no reason to believe at the time of issuance of the cheque 
that it might be dishonoured. Analyse- 

(i) Whether Alok's defences are valid under the provisions of the Negotiable 
Instruments Act, 1881. 

(ii) Whether Manish can file a suit against Alok for dishonour of cheque and 
within how many days he can file the complaint after dishonour under the 
provisions of the Negotiable Instruments Act, 1881? (7 Marks) 

(b)  Define Misrepresentation and Fraud. Explain the difference between Fraud and 
Misrepresentation as per the Indian Contract Act, 1872.  (6 Marks) 

 (c) (i) What do you mean by suit for specific performance? State any two 
conditions when court allows this remedy according to provisions of the 
Sale of Goods Act, 1930? (3 Marks) 

(ii) What do you mean by right of resale? State any three conditions when the 
right of resale goods given to an unpaid sellers under the Sale of Goods 
Act, 1930. (4 Marks) 
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Mock Test Paper - Series II: April, 2026 

Date of Paper: 25th 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. (a) (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) 

(ii) Mr. A offered to sell 25 chairs to Mr. B @ ` 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 ` 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, 1872?
 (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 ` 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) 
(ii)   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) 

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

2. (a)  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? 

(ii) 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) 

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

(c) A LLP is a new 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 

(ii) Mutual Agency 

(iii) Foreign LLPs 

(iv) Artificial legal person (6 Marks) 
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3. (a)  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) 

(ii) 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) 

(iii) Suman, having 10% share in the property of ` 200 lakh of a firm retires 
from the firm on 31st 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 31st 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, 2013? (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. (a)  (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) 

(ii)  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, I shall assume that the 
horse is sound.” Sahil says nothing. (3 Marks) 

(b)  What are Inchoate and Ambiguous Instruments under the Negotiable Instruments 
Act, 1881?  (7 Marks) 

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

5. (a)  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)  (i) What is the difference between partnership and co-ownership as per 
the Indian Partnership Act, 1932? (4 Marks) 

(ii) 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. (a)  (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 
1881? (4 Marks) 

(ii) Utkarsh purchased some goods from Saksham for ` 50,000 on 14th 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 16th 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) 

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

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

(ii) 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) 


