
 
SEP CA FOUND –  LAW FULL COURSE   MM – 100                 TIME – 3 HRS                 DATE -15.08.24 

Question No. 1 is compulsory. 
Attempt any four questions from the remaining five questions. 

Q-1 (a) R owns an electronics store. P visited the store to buy a water purifier priced at Rs 54,000/-. He specifically 
requested R for a purifier with a copper filter. As P wanted to buy the purifier on credit, with the intention of paying in 9 
equal monthly instalments, R demands a guarantor for the transaction. S (a friend of P) came forward and gave the 
guarantee for payment of water purifier. R sold P, a water purifier of a specific brand. P made payment for 4 monthly 
instalments and after that became insolvent. Explain with reference to the Indian Contract Act 1872, the liability of S as 
a guarantor to pay the balance price of water purifier to R. 
What will be your answer, if R sold the water purifier misrepresenting it as having a copper filter, while it actually has a 
normal filter? Neither P nor S was aware of this fact and upon discovering the truth, P refused to pay the price. In 
response to P's refusal, R filed the suit against S, the guarantor. Explain with reference to the Indian Contract Act 1872, 
whether S is liable to pay the balance price of water purifier to R?                    (8 MARKS) 

 
Q-1 (b) The Indian legal system is vast and complex, with various types of laws governing different aspects of society. 
Can you please explain in detail the major types of laws in India, giving examples of each type, and explaining how they 
differ in terms of purpose, enforcement mechanisms, key principles, and importance in the overall legal framework? 
Provide a comprehensive overview of four major types of law in India.                                                                    (5 MARKS) 
 

Q-1 (c) A company, ABC limited as on 31.03.2023 had a paid-up capital of Rs 1 lakh (10,000 equity shares of Rs 10 each). 
In June 2023, ABC limited had issued additional 10,000 equity shares of Rs 10 each which was fully subscribed. Out of 
10,000 shares, 5,000 of these shares were issued to XYZ private limited company. XYZ is a holding company of PQR 
private limited by having control over the composition of its board of directors. 
 

Now, PQR private limited claims the status of being a subsidiary of ABC limited as being a subsidiary of its subsidiary i.e. 
XYZ private limited. Examine the validity of the claim of PQR private limited. 
 

State the relationship if any, between ABC limited & XYZ private limited as per the provisions of The Companies Act, 
2013.                                                                                              (7 MARKS) 
 

Q-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 Rs 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?           (8 Marks) 
 

Q-2 (b) (i) Who are the individuals which shall not be capable of becoming a partner of a Limited Liability Partnership? 
                                          (3 Marks)        

Q-2 (b) (ii) What are the effects of registration of Limited Liability Partnership?                                                (2 Marks)      
 
Q-2 (c) What is meant by the 'corporate veil' and separate legal entity principle in company law? Explain the ruling laid 
down in the landmark Salomon vs Salomon & Co Ltd case regarding this concept.                        (7 MARKS) 
 



Q-3 (a) 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 Rs 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 Rs 2800 and Rs 200 as penalty to 
resume the electricity connection. Mr. John claimed Rs 3000 from Mr. Ram but Mr. Ram replied that he is liable only for 
Rs 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 Rs 3000 to Mr. John?                     (4 Marks) 
  

Q-3(b) Explain in detail the circumstances which lead to liability of firm for misapplication by partners as per provisions 
of the Indian Partnership Act, 1932.                                                                                        (4 Marks) 
 

Q-3(c) What are Negotiable Instruments? Explain its essential characteristics under the Negotiable Instruments Act, 
1881.                                    ( 6 Marks) 

 
Q-3(d) 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 Rs 1.80 crore and paid up 
share capital was Rs 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.                          (6 Marks) 
 

Q-4 (a) 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 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) 
 

Q-4 (b) 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)  
 

Q-4 (c) 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) 
 
Q.4 (d) Mr. J entered into an agreement with Mr. S to purchase his house for Rs 20 lakh, within three months. He also 
paid Rs  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.                     (5 MARKS) 
 



Q-5 (a) M Ltd. contract with Shanti Traders to make and deliver certain machinery to them by 30th June 2023 for Rs 
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 Rs 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.  

          (8 Marks) 

Q-5 (b) 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) 

      

Q-5(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?             (3 Marks) 

Q-5(c) (ii) Discuss the provisions regarding personal profits earned by a partner under the Indian Partnership Act, 1932?  
                                                                                            (2Marks)
  

Q-5 (d) 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) 
 

Q-6 (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) 
 
Q-6(b) Mohan, Sohan and Rohan are partners in the firm M/s Mosoro & Company. They admitted Bohan as nominal 
partner and on agreement between all the partners, Bohan is not entitled to share profit in the firm. After some time, a 
creditor Karan filed a suit to Bohan for recovery of his debt. Bohan denied for same as he is just a nominal partner and 
he is not liable for the debts of the firm and Karan should claim his dues from the other partners. Taking into account 
the provisions of the Indian Partnership Act, 1932 
(a) Whether Bohan is liable for the dues of Karan against the firm. 
(b) In case, Karan has filed the suit against firm, whether Bohan would be liable?                 (6 MARKS) 
 

Q-6 (c) ABC Ltd. is a company that was incorporated 2 years ago but has not yet started any business operations or 
made any significant accounting transactions. It has also not filed any financial statements or annual returns in the last 2 
years. Can ABC Ltd. apply to the Registrar to obtain the status of a dormant company?           (5 MARKS) 

 
Q-6 (d)   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.                 (2 Marks) 
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