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PAPER - 2: BUSINESS LAWS AND BUSINESS CORRESPONDENCE AND REPORTING

SECTION A: BUSINESS LAWS

\// A enters into a contract with B that he (A) sells his house for ¥ 10,00,000 to B. Further they

both signed an agreement that if B uses the house for gambling purposes, then B shall pay
A 50,000 forit. B agreed to this, however after a year of sale, B started gambling business
in that house. Can A claim X 50,000 from B? Discuss with reference to the provisions of
Indian Contract Act, 1872.

Seema was running a boutique in New Delhi. She has to deliver some cloth to her friend
Kiran who was putting up an exhibition at Mumbai. Seema delivered the sewing machine
and some cloth to a railway company to be delivered at a place where the exhibition was
to be held. Seema expected to earn an exceptional profit from the sales made at this
exhibition however she did not bring this fact to the notice of the railway’s authorities. The
goods were delivered at the place after the conclusion of the exhibition. On account of
such breach of contract by railways authorities, can Seema recover the loss of profits under
the Indian Contract Act, 18727

Chandan was suffering from some disease and was in great pain. He went to Dr.
Jhunjhunwala whose consultation fee was I 300. The doctor agreed to treat him but on
the condition that Chandan had to sign a promissory note of I 5000 payable to doctor.
Chandan signed the promissory note and gave it to doctor. On recovering from the disease,
Chandan refused to honour the promissory note. State with reasons, can doctor recover
the amount of promissory note under the provisions of the Indian Contract Act, 18727

Mr. Aseem is a learned advocate. His car was stolen from his house. He gave an
advertisement in newspaper that he will give the reward of I 10,000 who will give the
information about his car. Mr. Vikram reads the advertisement and on making some efforts
got the stolen car and informed Mr. Aseem. Mr. Aseem found his car but denied giving
reward of ¥ 10,000 to Mr. Vikram with the words, “An advertisement in newspaper is just
an invitation to make offer and not an offer. Hence, he is not liable to make the reward.”
State with reasons whether under Indian Contract Act, 1872, Mr. Vikram can claim the
reward of X 10,000.

Mr. Singhania entered into a contract with Mr. Sonu to sing in his hotel for six weeks on
every Saturday and Sunday. Mr. Singhania promised to pay I 20,000 for every
performance. Mr. Sonu performed for two weeks but on third week his health condition was
very bad, so he did not come to sing. Mr. Singhania terminated the contract. State in the
light of provisions of the Indian Contract Act, 1872:-
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(@) Can Mr. Singhania terminate the contract with Mr. Sonu?

(b) What would be your answer in case Mr. Sonu turns up in fourth week and
Mr. Singhania allows him to perform without saying anything?

(c) What would be your answer in case Mr. Sonu sends Mr. Mika on his place in third
week and Mr. Singhania allows him to perform without saying anything?

“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.

AB Cloth House, a firm dealing with the wholesale and retail buying and selling of various
kinds of clothes, customized as per the requirement of the customers. They dealt with Silk,
Organdie, cotton, khadi, chiffon and many other different varieties of cloth.

Mrs. Reema, a customer came to the shop and asked for specific type of cloth suitable for
making a saree for her daughter’s wedding. She specifically mentioned that she required
cotton silk cloth which is best suited for the purpose.

The Shop owner agreed and arranged the cloth pieces cut into as per the buyers’
requirements.

When Reema went to the tailor for getting the saree stitched, she found that seller has
supplied her cotton organdie material, cloth was not suitable for the said purpose. It has
heavily starched and not suitable for making the saree that Reema desired for. The Tailor
asked Reema to return the cotton organdie cloth as it would not meet his requirements.

The Shop owner refused to return the cloth on the plea that it was cut to specific
requirements of Mrs. Reema and hence could not be resold.

With reference to the doctrine of "Caveat Emptor' explain the duty of the buyer as well as
the seller. Also explain whether Mrs. Reema would be able to get the money back or the
right kind of cloth as per the requirement?

A went to B’s shop and selected some jewellery. He falsely represented himself to be a
man of credit and thereby persuaded B to take the payment by cheque. He further
requested him to hand over the particular type of ring immediately. On the due date, when
the seller, B presented the cheque for payment, the cheque was found to be dishonoured.
Before B could avoid the contract on the ground of fraud by A, he had sold the ring to C.
C had taken the ring in good faith and without any notice of the fact that the goods with A
were under a voidable contract. Discuss if such a sale made by non-owner is valid or not
as per the provisions of Sale of Goods Act, 19307
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Classify the following transactions according to the types of goods they are:

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

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

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

Certain goods were sold by sample by A to B, who in turn sold the same goods by sample
to C and C by sample sold the goods to D. The goods were not according to the sample.
Therefore, D who found the deviation of the goods from the sample rejected the goods and
gave a notice to C. C sued B and B sued A. Advise B and C under the Sale of Goods Act,
1930.

Sohan, Rohan and Jay were partners in a firm. The firm is dealer in office furniture. They
have regular dealings with M/s AB and Co. for the supply of furniture for their business. On
30t June 2018, one of the partners, Mr. Jay died in a road accident. The firm has ordered
M/s AB and Co. to supply the furniture for their business on 25 May 2018, when Jay was
also alive.

Now Sohan and Rohan continue the business in the firm’s name after Jay’s death. The
firm did not give any notice about Jay’s death to the public or the persons dealing with the
firm. M/s AB and Co. delivered the furniture to the firm on 25 July 2018. The fact about
Jay’s death was known to them at the time of delivery of goods. Afterwards the firm became
insolvent and failed to pay the price of furniture to M/s AB and Co. Now M/s AB and Co.
has filed a case against the firm for recovery of the price of furniture. With reference to the
provisions of Indian Partnership Act, 1932, explain whether Jay's private estate is also
liable for the price of furniture purchased by the firm?

Moni and Tony were partners in the firm M/s MOTO & Company. They admitted Sony as
partner in the firm and he is actively engaged in day-to-day activities of the firm. There is
a tradition in the firm that all active partners will get a monthly remuneration of ¥ 20,000
but no express agreement was there. After admission of Sony in the firm, Moni and Tony
were continuing getting salary from the firm but no salary was given to Sony from the firm.
Sony claimed his remuneration but denied by existing partners by saying that there was
no express agreement for that. Whether under the Indian Partnership Act, 1932, Sony can
claim remuneration from the firm?

M/s XYZ & Company is a partnership firm. The firm is an unregistered firm. The firm has
purchased some iron rods from another partnership firm M/s LMN & Company which is
also an unregistered firm. M/s XYZ & Company could not pay the price within the time as
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decided. M/s LMN & Company has filed the suit against M/s XYZ & Company for recovery
of price. State under the provisions of the Indian Partnership Act, 1932;

(@) Whether M/s LMN & Company can file the suit against M/s XYZ & Company?

(b) What would be your answer, in case M/s XYZ & Company is a registered firm while
M/s LMN & Company is an unregistered firm?

(c) What would be your answer, in case M/s XYZ & Company is an unregistered firm
while M/s LMN & Company is a registered firm?

& 14. “LLP is an alternative corporate business form that gives the benefits of limited liability of
a company and the flexibility of a partnership”. Explain.

15. Jagannath Oils Limited is a public company and having 220 members. Of which 25
members were employee in the company during the period 15t April 2006 to 28" June 2016.
They were allotted shares in Jagannath Oils Limited first time on 1st July 2007 which were
sold by them on 1st August 2016. After some time, on 15t December 2016, each of those
25 members acquired shares in Jagannath Oils Limited which they are holding till date.
Now company wants to convert itself into a private company. State with reasons:

(@) Whether Jagannath Oils Limited is required to reduce the number of members.

(b) Would your answer be different if above 25 members were the employee in Jagannath
Qils Limited for the period from 1st April 2006 to 28t June 20177

16. A, B and C has decided to set up a new club with name of ABC club having objects to
promote welfare of Christian society. They planned to do charitable work or social activity
7 for promoting the art work of economically weaker section of Christian society. The
company obtained the status of section 8 company and started operating from 1st April,

2017 onwards.

However, on 30t September 2019, it was observed that ABC club was violating the objects
of its objective clause due to which it was granted the status of section 8 Company under
the Companies Act 2013.

Discuss what powers can be exercised by the central government against ABC club, in
such a case?

17.  An employee Mr. Karan signed a contract with his employer company ABC Limited that he
will not solicit the customers after leaving the employment from the company.

But after Mr. Karan left ABC Limited, he started up his own company PQR Limited and he
started soliciting the customers of ABC Limited for his own business purposes.
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ABC Limited filed a case against Mr. Karan for breach of the employment contract and for
soliciting their customers for own business. Mr. Karan contended that there is corporate
veil between him, and his company and he should not be personally held liable for this.

In this context, the company ABC Limited seek your advice as to the meaning of corporate
veil and when the veil can be lifted to make the owners liable for the acts done by a
company?

SUGGESTED ANSWERS

1. According to Section 24 of the Indian Contract Act, 1872, in an agreement, where some
part of the object is legal and the other part is illegal, the question arises about the validity
and enforceability of such agreements. Where the legal and illegal part can be severed
and divided, and separated, lawful part of object is enforceable, and the unlawful part of
the object is void.

In the given case, A sells the house to B, is a valid transaction as the sale of house and
consideration paid for the same i.e. ¥10,00,000 is valid and enforceable. However, the
agreement to pay < 50,000 for gambling done in the house is illegal and thus void.

Hence, in the instant case, sale of house agreement is valid agreement and gambling
agreement is illegal and not enforceable by law.

2. As per Section 73 to 75 of Indian Contract Act, 1872, Damage means a sum of money
claimed or awarded in compensation for a loss or an injury. Whenever a party commits a
breach, the aggrieved party can claim the compensation for the loss so suffered by him.
General damages are those which arise naturally in the usual course of things from the
breach itself. (Hadley Vs Baxendale). Therefore, when breach is committed by a party, the
defendant shall be held liable for all such losses that naturally arise in the usual course of
business. Such damages are called ordinary damages. However, special damages are
those which arise in unusual circumstances affecting the aggrieved party and such
damages are recoverable only when the special circumstances were brought to the
knowledge of the defendant. If no special notice is given, then the aggrieved party can only
claim the ordinary damages.

In the given case, Seema was to earn an exceptional profit out of the sales made at the
exhibition, however she never informed about it to the railway authorities. Since the goods
were delivered after the conclusion of the exhibition, therefore Seema can recover only the
losses arising in the ordinary course of business. Since no notice about special
circumstances was given to railways authorities, she could not recover the loss of profits.
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3. Section 16 of Indian Contract Act, 1872 provides that a contract is said to be induced by
“undue influence” where the relations subsisting between the parties are such that one of
the parties is in a position to dominate the will of the other and uses that position to obtain
an unfair advantage over the other.

Further, a person is deemed to be in a position to dominate the will of another—
(@) where he holds a real or apparent authority over the other, or
(b) where he stands in a fiduciary relation to the other; or

(c) where he makes a contract with a person whose mental capacity is temporarily or
permanently affected by reason of age, illness, or mental or bodily distress.

Section 19A provides that when consent to an agreement is caused by undue influence,
the agreement is a contract voidable at the option of the party whose consent was so
caused. Any such contract may be set aside either absolutely or, if the party who was
entitled to avoid it has received any benefit thereunder, upon such terms and conditions
as to the Court may seem just.

From the facts of the case, Chandan signed the promissory note under undue influence
applied by doctor. Hence, Dr. Jhunjhunwala cannot recover the amount of promissory note
but can claim his normal consultation fee from Chandan.

4. An invitation to offer is different from offer. Quotations, menu cards, price tags,
advertisements in newspaper for sale are not offer. These are merely invitations to public
to make an offer. An invitation to offer is an act precedent to making an offer. Acceptance
of an invitation to an offer does not result in the contract and only an offer emerges in the
process of negotiation. But there is an exception to above provisions. When advertisement
in newspaper is made for reward, it is the general offer to public.

On the basis of above provisions and facts, it can be said that as advertisement made by
Mr. Aseem to find lost car is an offer, he is liable to pay < 10,000 to Mr. Vikram.

5. According to Section 40 of the Indian Contract Act, 1872, if it appears from the nature of
the case that it was the intention of the parties to any contract that any promise contained
in it should be performed by the promisor himself, such promise must be performed by the
promisor. Section 41 provides that when a promisee accepts performance of the promise
from a third person, he cannot afterwards enforce it against the promisor.

Therefore, in the instant case,

(@) As Mr. Sonu could not perform as per the contract, Mr. Singhania can repudiate the
contract.
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(b) In the second situation, as Mr. Singhania allowed Mr. Sonu to perform in the fourth
week without saying anything, by conduct, Mr. Singhania had given his assent to
continue the contract. Mr. Singhania cannot terminate the contract however he can
claim damages from Mr. Sonu.

(c) In case Mr. Singhania allows Mr. Mika to perform in the third week without saying
anything, by conduct, Mr. Singhania had given his assent for performance by third
party. Now Mr. Singhania cannot terminate the contract nor can claim any damages
from Mr. Sonu.

6. An anticipatory breach of contract is a breach of contract occurring before the time fixed
for performance has arrived. When the promisor refuses altogether to perform his promise
and signifies his unwillingness even before the time for performance has arrived, itis called
Anticipatory Breach. The law in this regard has very well summed up in Frost v. Knight and
Hochster v. DelaTour:

Section 39 of the Indian Contract Act, 1872 deals with anticipatory breach of contract and
provides as follows: “When a party to a contract has refused to perform or disable himself
from performing, his promise in its entirety, the promisee may put an end to the contract,
unless he has signified, but words or conduct, his acquiescence in its continuance.”

Effect of anticipatory breach: The promisee is excused from performance or from further
performance. Further he gets an option:

(1) To either treat the contract as “rescinded and sue the other party for damages from
breach of contract immediately without waiting until the due date of performance; or

(2) He may elect not to rescind but to treat the contract as still operative and wait for the
time of performance and then hold the other party responsible for the consequences
of non-performance. But in this case, he will keep the contract alive for the benefit of
the other party as well as his own, and the guilty party, if he so decides on re-
consideration, may still perform his part of the contract and can also take advantage
of any supervening impossibility which may have the effect of discharging the
contract.

7. Duty of the buyer according to the doctrine of “Caveat Emptor”: In case of sale of
goods, the doctrine ‘Caveat Emptor’ means ‘let the buyer beware’. When sellers display
their goods in the open market, it is for the buyers to make a proper selection or choice of
the goods. If the goods turn out to be defective, he cannot hold the seller liable. The seller
is in no way responsible for the bad selection of the buyer. The seller is not bound to
disclose the defects in the goods which he is selling.

Duty of the seller according to the doctrine of “Caveat Emptor”: The following
exceptions to the Caveat Emptor are the duties of the seller:
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i) Fitness as to quality or use
i) Goods purchased under patent or brand name

(
(
(iii) Goods sold by description

(iv) Goods of Merchantable Quality

(v) Sale by sample

(vi) Goods by sample as well as description

(vii) Trade usage

(viii) Seller actively conceals a defect or is guilty of fraud

Based on the above provision and facts given in the question, it can be concluded that
Mrs. Reema is entitled to get the money back or the right kind of cloth as required serving
her purpose. It is the duty of the seller to supply such goods as are reasonably fit for the
purpose mentioned by buyer. [Section 16(1) of the Sale of Goods Act, 1930].

8. Section 27 of Sale of Goods Act, 1930 states that no man can sell the goods and give a
good title unless he is the owner of the goods. However, there are certain exceptions to
this rule of transfer of title of goods.

One of the exceptions is sale by person in possession under a voidable contract (Section
29 of Sale of Goods Act, 1930)

If a person has possession of goods under a voidable contract.

—_

2. The contract has not been rescinded or avoided so far

3. The person having possession sells it to a buyer

4. The buyer acts in good faith

5. The buyer has no knowledge that the seller has no right to sell.

Then, such a sale by a person who has possession of goods under a voidable contract
shall amount to a valid sale and the buyer gets the better title.

Based on the provisions, Mr. A is in possession of the ring under a voidable contract as
per provisions of Indian Contract Act, 1872. Also, B has not rescinded or avoided the
contract, Mr. A is in possession of the ring and he sells it new buyer Mr. C who acts in
good faith and has no knowledge that A is not the real owner. Since all the conditions of
Section 29 of Sale of Goods Act, 1930 are fulfilled, therefore sale of ring made by Mr. A to
Mr. C is a valid sale.
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9. (i) Awholesalerof cotton has 100 bales in his godown. So, the goods are existing goods.
He agrees to sell 50 bales and these bales were selected and set aside. On selection,
the goods become ascertained. In this case, the contract is for the sale of ascertained
goods, as the cotton bales to be sold are identified and agreed after the formation of
the contract.

(i) If A agrees to sell to B one packet of sugar out of the lot of one hundred packets lying
in his shop, it is a sale of existing but unascertained goods because it is not known
which packet is to be delivered.

(iii) T agrees to sell to S all the apples which will be produced in his garden this year. It
is contract of sale of future goods, amounting to 'an agreement to sell.'

10. In the instant case, D who noticed the deviation of goods from the sample can reject the
goods and treat it as a breach of implied condition as to sample which provides that when
the goods are sold by sample the goods must correspond to the sample in quality and the
buyer should be given reasonable time and opportunity of comparing the bulk with the
sample. Whereas C can recover only damages from B and B can recover damages from
A. For C and B it will not be treated as a breach of implied condition as to sample as they
have accepted and sold the goods according to Section 13(2) of the Sales of Goods Act,
1930.

11. According to Section 35 of the Indian Partnership Act, 1932, where under a contract
between the partners the firm is not dissolved by the death of a partner, the estate of a
deceased partner is not liable for any act of the firm done after his death.

Further, in order that the estate of the deceased partner may be absolved from liability for
the future obligations of the firm, it is not necessary to give any notice either to the public
or the persons having dealings with the firm.

In the light of the facts of the case and provisions of law, since the delivery of furniture was
made after Jay’s death, his estate would not be liable for the debt of the firm. A suit for
goods sold and delivered would not lie against the representatives of the deceased partner.
This is because there was no debt due in respect of the goods in Jay’s lifetime. He was
already dead when the delivery of goods was made to the firm and also it is not necessary
to give any notice either to the public or the persons having dealings with the firm on a
death of a partner (Section 35). So, the estate of the deceased partner may be absolved
from liability for the future obligations of the firm.

12. By virtue of provisions of Section 13(a) of the Indian Partnership Act, 1932 a partner is not
entitled to receive remuneration for taking part in the conduct of the business. But this rule
can always be varied by an express agreement, or by a course of dealings, in which event
the partner will be entitled to remuneration. Thus, a partner can claim remuneration even
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in the absence of a contract, when such remuneration is payable under the continued
usage of the firm. In other words, where it is customary to pay remuneration to a partner
for conducting the business of the firm, he can claim it even in the absence of a contract
for the payment of the same.

In the given problem, existing partners are getting regularly a monthly remuneration from
firm customarily being working partners of the firm. As Sony also admitted as working
partner of the firm, he is entitled to get remuneration like other partners.

13. According to provisions of Section 69 of the Indian Partnership Act, 1932 an unregistered
firm cannot file a suit against a third party to enforce any right arising from contract, e.g.,
for the recovery of the price of goods supplied. But this section does not prohibit a third
party to file suit against the unregistered firm or its partners.

(@) On the basis of above, M/s LMN & Company cannot file the suit against M/s XYZ &
Company as M/s LMN & Company is an unregistered firm.

(b) In case M/s XYZ & Company is a registered firm while M/s LMN & Company is an
unregistered firm, the answer would remain same as in point a) above.

(c) Incase M/s LMN & Company is a registered firm, it can file the suit against M/s XYZ
& Company.

14. LLP is an alternative corporate business form that gives the benefits of limited liability of a
company and the flexibility of a partnership

Limited Liability: Every partner of a LLP is, for the purpose of the business of LLP, the
agent of the LLP, but not of other partners (Section 26 of the LLP Act, 2008). The liability
of the partners will be limited to their agreed contribution in the LLP, while the LLP itself
will be liable for the full extent of its assets.

Flexibility of a partnership: The LLP allows its members the flexibility of organizing their
internal structure as a partnership based on a mutually arrived agreement. The LLP form
enables entrepreneurs, professionals and enterprises providing services of any kind or
engaged in scientific and technical disciplines, to form commercially efficient vehicles
suited to their requirements. Owing to flexibility in its structure and operation, the LLP is a
suitable vehicle for small enterprises and for investment by venture capital.

15. According to Section 2(68) of Companies Act, 2013, “Private company” means a company
having a minimum paid-up share capital as may be prescribed, and which by its articles,—

(i) restricts the right to transfer its shares;

(i) exceptin case of One Person Company, limits the number of its members to two
hundred:
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Provided that where two or more persons hold one or more shares in a company
jointly, they shall, for the purposes of this clause, be treated as a single member:

Provided further that—
(A) persons who are in the employment of the company; and

(B) persons who, having been formerly in the employment of the company, were
members of the company while in that employment and have continued to be
members after the employment ceased,

shall not be included in the number of members; and
(iii) prohibits any invitation to the public to subscribe for any securities of the company;

(@) Following the provisions of Section 2(68), 25 members were employees of the
company but not during present membership which was started from 1st
December 2016 i.e. after the date on which these 25 members were ceased to
the employee in Jagannath Oils Limited. Hence, they will be considered as
members for the purpose of the limit of 200 members. The company is required
to reduce the number of members before converting it into a private company.

(b) On the other hand, if those 25 members were ceased to be employee on
28" June 2017, they were employee at the time of getting present membership.
Hence, they will not be counted as members for the purpose of the limit of 200
members and the total number of members for the purpose of this sub-section
will be 195. Therefore, Jagannath Oils Limited is not required to reduce the
number of members before converting it into a private company.

16. Section 8 of the Companies Act, 2013 deals with the formation of companies which are
formed to promote the charitable objects of commerce, art, science, education, sports etc.
Such company intends to apply its profit in promoting its objects. Section 8 companies are
registered by the Registrar only when a license is issued by the Central Government to
them.

Since ABC Club was a Section 8 company and it was observed on 30t September, 2019
that it had started violating the objects of its objective clause. Hence in such a situation
the following powers can be exercised by the Central Government:

(i)  The Central Government may by order revoke the licence of the company where the
company contravenes any of the requirements or the conditions of this sections
subject to which a licence is issued or where the affairs of the company are conducted
fraudulently, or violative of the objects of the company or prejudicial to public interest,
and on revocation the Registrar shall put ‘Limited’ or ‘Private Limited’ against the
company’s name in the register. But before such revocation, the Central Government
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must give it a written notice of its intention to revoke the licence and opportunity to
be heard in the matter.

(i)  Where a licence is revoked, the Central Government may, by order, if it is satisfied
that it is essential in the public interest, direct that the company be wound up under
this Act or amalgamated with another company registered under this section.
However, no such order shall be made unless the company is given a reasonable
opportunity of being heard.

(iii) Where a licence is revoked and where the Central Government is satisfied that it is
essential in the public interest that the company registered under this section should
be amalgamated with another company registered under this section and having
similar objects, then, notwithstanding anything to the contrary contained in this Act,
the Central Government may, by order, provide for such amalgamation to form a
single company with such constitution, properties, powers, rights, interest, authorities
and privileges and with such liabilities, duties and obligations as may be specified in
the order.

17. Corporate Veil: Corporate Veil refers to a legal concept whereby the company is identified
separately from the members of the company.

The term Corporate Veil refers to the concept that members of a company are shielded
from liability connected to the company’s actions. If the company incurs any debts or
contravenes any laws, the corporate veil concept implies that members should not be liable
for those errors. In other words, they enjoy corporate insulation.

Thus, the shareholders are protected from the acts of the company.

However, under certain exceptional circumstances the courts lift or pierce the corporate
veil by ignoring the separate entity of the company and the promoters and other persons
who have managed and controlled the affairs of the company. Thus, when the corporate
veil is lifted by the courts, the promoters and persons exercising control over the affairs of
the company are held personally liable for the acts and debts of the company.

The following are the cases where company law disregards the principle of corporate
personality or the principle that the company is a legal entity distinct and separate from its
shareholders or members:

(i)  Todetermine the character of the company i.e. to find out whether co-enemy or friend.
(i) To protect revenue/tax

(iii) To avoid a legal obligation

(

iv) Formation of subsidiaries to act as agents
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(v) Company formed for fraud/improper conduct or to defeat law

Based on the above provisions and leading case law of Gilford Motor Co. Vs Horne, the
company PQR Limited was created to avoid the legal obligation arising out of the contract,
therefore that employee Mr. Karan and the company PQR Limited created by him should
be treated as one and thus veil between the company and that person shall be lifted. Karan
has formed the only for fraud/improper conduct or to defeat the law. Hence, he shall be
personally held liable for the acts of the company.
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