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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) 

 

 

 

 

 


