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 BUSINESS LAW & BUSINESS CORRESPONDENCE & REPORTING 
 

Question No. 1 is Compulsory. Answer any four question 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 from part of the answer.  

 

 

Answer 1: 

(a) N‘s suit will not be valid because the performance of a promise is contingent upon 

the mere will and pleasure of the promisor; hence, there is no contract.  

As per section 29 of the Indian Contract Act, 1872 – agreements, the meaning of 

which is not certain, or capable of being made certain, are void‖. 

 

Answer: 

(b) As per the Section 8  of  the Companies  Act, 2013, 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. 

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. 

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, 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. 

According to the given situation, on revocation of licence, the Central Government 

ordered for the amalgamation of the company with the separate entity registered 

under the section 8 of the Companies Act, 2013. However, an object for which both 

the Companies formed were promoting different objects. Accordingly, the order 

passed by the Central Government after the revocation of license, is not in 

compliance of the Section 8 of the Companies Act, 2013. 

 

Answer: 

(c) According to Section 64 of Sale of Goods Act, 1930, the legal position is follows:-  

 Case (a):  C's bid was an offer to buy and he was entitled to withdraw his bid 

before the sale is completed as per express provision of Section 64(2). 

Such a condition in an auction sale was inoperative because it was 

against the provisions of the law.  

 Case (b):  C's bid was an offer to buy which may or may not be accepted by the 

auctioneer. Hence, P could refuse to accept the highest bid.  

 Case (c):  It amounts to fraud and sale is voidable at the option of the buyer 

because the seller could appoint only one person to bid on his behalf. 

Here intention of the seller was not to protect his interest but to raise 

the price.  

 Case (d):  Z had a good title because the property passed to C on the fall of the 

hammer. The ownership of specific goods in a deliverable state passes 

on the completion of contract of sale.  

{1 M} 

{1 M} 

{1 M} 

{1 M} 

{1 M} 

{2 M} 

{1 M for 
each 

correct 5 
points} 



MITTAL COMMERCE CLASSES  CA FOUNDATION– MOCK TEST 

2 | P a g e  
 

 Case (e): The sale was not valid and C was not entitled to goods. It was held that 

the auctioneer could not effectively accept such a bid (which was lower 

than reserve price) because he could not make a contract so as to bind 

his principal to accept less than the reserve price. 

 

Answer 2:  

(a) Circumstance in which LLP may be wound up by Tribunal (Section 64): A LLP 

may be wound up by the Tribunal:  

 (a) if the LLP decides that LLP be wound up by the Tribunal;  

 (b) if, for a period of more than six months, the number of partners of the LLP is 

reduced below two;  

 (c) if the LLP is unable to pay its debts; 

 (d) if the LLP has acted against the interests of the sovereignty and integrity of 

India, the security of the State or public order; 

 (e) if the LLP has made a default in filing with the Registrar the Statement of 

Account and Solvency or annual return for any five consecutive financial 

years; or  

 (f) if the Tribunal is of the opinion that it is just and equitable that the LLP be 

wound up.   

 

Answer: 

(b) 1. According to  section 44  of the  Sales of Goods Act,  1932, when the  seller is 

ready and willing to deliver the goods and requests the buyer to take 

delivery,  and the buyer does not within a reasonable time after such request 

take delivery of the goods, he is liable to the  seller  for  any loss  occasioned 

by his neglect or  refusal to take delivery and also for a reasonable charge for 

the care and custody of the goods. 

 The property in the goods or beneficial right in the goods passes to the buyer 

at appoint of time depending upon ascertainment, appropriation and delivery 

of goods. Risk of loss of goods prima facie follows the passing of property in 

goods. Goods remain at the seller's risk unless the property there in is 

transferred to the buyer, but after transfer of property therein to the buyer 

the  goods  are  at  the buyer's risk whether delivery has been made or not. 

 In the given case, since Mr. G has already intimated Mr. H, that he wanted to 

store  some other goods and thus Mr. H should take the delivery of goods 

kept in the godown of Mr. G, the loss of goods damaged should be borne by 

Mr. H. 

2. If the price of the goods would not have settled in cash and some amount 

would  have been pending then Mr. G will be treated as an unpaid seller and 

he can enforce the following rights against the goods as well as against the 

buyer personally: 

 (a) Where under a contract of sale the property in the goods has passed 

to the  buyer  and the buyer wrongfully neglects or refuses to pay for 

the goods according to the terms of the contract, the seller may sue 

him for the price of  the goods. [Section 55(1) of the Sales of Goods 

Act, 1930] 

 (b) Where under a contract of sale the price is payable on a day certain 

irrespective of delivery and the buyer wrongfully neglects or refuses to 

pay such price, the seller may sue him for the price although the 

property in the goods has not passed and the goods have not been 

appropriated to the contract [Section 55(2) of the Sales of Goods Act, 

1930]. 
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Answer 3:  

(a) A retiring partner continues to be liable to third party for acts of the firm after his 

retirement until public notice of his retirement has been given either by himself or by 

any other partner. But the retired partner will not be liable to any third party if the 

latter deals with the firm without knowing that the former was partner. 

Also, if the partnership is at will, the partner by giving notice in writing to all the 

other partners of his intention to retire will be deemed to be relieved as a partner 

without giving a public notice to this effect. 

Also, as per section 28 of the Indian Partnership Act, 1932, where a man holds 

himself out as a partner, or allows others to do it, he is then stopped from denying 

the character he has assumed and upon the faith of which creditors may be 

presumed to have acted. 

In the light of the provisions of the Act and facts of the case, Mr. P is also liable to 

Mr. X. 
 

Answer: 

(b) Partnership Liability: The problem in question is based on the provisions of the 

Indian Partnership Act, 1932 contained in Section 35. The  Section  provides  that 

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. Therefore, considering the above provisions, the problem 

may be answered as follows: 

 Ram‘s estate in this case will not be liable for the price of the Machinery purchased. 

 The creditors in this case can have only a personal decree against the surviving 

partners and decree against the partnership assets in the hands of those partners. 

However,  since  the  surviving  partners  are  already  insolvent, no suit for recovery 

of the  debt would  lie  against them.  A suit for goods sold and delivered would not 

lie against the representative of the deceased partner. 

 This is because there was not debt due in respect of the goods in Ram‘s life. 
 

Answer: 

(c) Section 37 of the Indian Partnership Act, 1932 provides that where a partner dies or 

otherwise ceases to be a partner and there is no final settlement of account between 

the legal representatives of the deceased partner or the firms with the property of 

the firm, then, in the absence of a contract to the contrary,  the legal representatives 

of the deceased partner or the retired partner are entitled to claim either. 

(1) Such shares of the profits earned after the death or retirement of the partner 

which is attributable to the use of his share in the property of the firm; or 

(2) Interest at the rate of 6 per cent annum on the amount of his share in the 

property. 

Based on the aforesaid provisions of Section 37 of the Indian Partnership Act, 

1932, in the given problem, A‘s Legal representatives shall be entitled, at 

their option to: 

(a) the 20% shares of profits (as per the partnership deed); or 

(b) interest at the rate of 6 per cent per annum on the amount of A‘s share 

in the property. 
 

Answer 4: 

(a) A lien is a right to retain possession of goods until the payment of the price. It is 

available to the unpaid seller of the goods who is in possession of them where- 

(i) the goods have been sold without any stipulation as to credit; 

(ii) the goods have been sold on credit, but the term of credit has expired; 

(iii) the buyer becomes insolvent. 

(iv) Seller should have possession of goods. 
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The unpaid seller can exercise ‗his right of lien even if the property in goods has 

passed on to the buyer.  

Termination of lien: An unpaid seller losses his right of lien thereon- 

1. When he delivers the goods to a carrier or other bailee for the purpose of 

transmission to the buyer without reserving the right of disposal of the goods; 

2. When the buyer or his agent lawfully obtains possession of the goods; 

3. By waiver 

4. By estoppel 

  He can exercise right of lien even if he has obtained decree of court for price of 

goods.  

 

Answer: 

(b) ACTS BEYOND IMPLIED AUTHORITY (SECTION 19) 

Following are the acts beyond implied authority of a partner: 

 Submit a dispute relating to the business of the firm to arbitration when it is 

not the ordinary business of partnership firm to submit a dispute to an 

arbitration. 

 Open a bank account on behalf of the firm in his own name.  

 Compromise or relinquish any claim or portion of a claim by the firm against a 

third party (i.e., an outsider). 

 Withdraw a suit or proceedings filed on behalf of the firm. 

 Admit any liability in a suit or proceedings against the firm. 

 Acquire immovable property on behalf of the firm. 

 Transfer immovable property belonging to the firm, and  

 Enter into partnership on behalf of the firm.  

 

Answer 5: 

(a) According to section 17  of the  Indian  Contract Act,  1872, mere  silence  as  to  

facts likely to affect the willingness of a person to  enter into a contract is not fraud, 

unless  the  circumstances  of the case are such that, regard being had to  them, it is 

the duty  of the person keeping  silence  to  speak,  or unless  his  silence is, in itself, 

equivalent to speech. Hence, in the instant case, 

 (a) This  contract is valid since as per section 17 mere silence as to  the facts 

 likely  to affect the  willingness  of a  person  to  enter  into  a  contract is not 

 fraud. Here, it is not the duty of the seller to disclose defects. 

 (b) This contract is not valid since as per section 17 it becomes P‘s duty to tell Q 

 about  the unsoundness of the horse because a fiduciary relationship exists 

 between P and his daughter Q. Here, P‘s silence is equivalent to speech and 

 hence amounts to fraud. 

 (c) This contract is not valid since as per section 17, P‘s silence is equivalent to 

speech and hence amounts to fraud. 

 

Answer: 

(b) In terms of section 4(1)(c) of the Companies Act, 2013, the powers of the company 

are limited to: 

(i) Powers expressly given in the ―Objects Clause‖ of the Memorandum (which is 

popularly known as ‗express‘ power), or conferred by the Companies Act, or 

by any other statute and 

(ii) powers reasonably incidental or necessary to the company‘s main objects 

(termed as ―Implied‘ powers). 

The Act further provides that the acts beyond the powers of a company are ultra 

vires and void and cannot be ratified even though every member of the company 

may give his consent [Ashbury Railway Carriage Company VsRichee] 
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The objects clause enables the shareholders, creditors or others to know what its 

powers are and what is the range of its activities. The objects clause therefore is of 

fundamental importance to the shareholders, creditors and every other person who 

deals with the company in any manner what so ever. A company being an artificial 

legal person can act only within the ambit of the powers conferred upon it by the 

Memorandum through the ―Objects Clause‖. 

Every person who enters into a contractual relationship with a company on any 

matter is presumed to be aware of its objects and is supposed to have examined the 

Memorandum of Articles of the company to ensure proper contractual agreement. If 

a person fails to do so, it is entirely at his own peril. 

M/s LSR Pvt. Ltd is authorised to trade directly on fruits and vegetables. It has no 

power to enter into a partnership for Iron and steel with Mr. J. Such act cannot be 

treated as being within either the ‗express‘ or ‗implied‘ powers of the company. Mr J 

who entered into partnership is deemed to be aware of the lack of powers of M/s LSR 

(Pvt) Ltd. In the light of the above, Mr, J cannot enforce the agreement or liability 

against M/s LSR Pvt. Ltd under the Companies Act. Mr. J should be advised 

accordingly.  

 

Answer 6: 

(a) (i)    As per Section 20 of the Indian Contract Act, 1872, an agreement  under by  

mistake  of fact are void.  

  In this case, there is mistake of fact as to the existence of the subject- 

matter, i.e., with respect to the selling of horse which was dead at the time of 

the agreement. It is unknown to both the parties. Therefore, it is a void 

agreement. 

 (ii) As per Section 27 of the Indian Contract Act, 1872, an agreement in restraint 

of trade is void.  

  However, a buyer can put such a condition on the seller of goodwill, not to 

carry on same business, provided that the conditions must be reasonable 

regarding the duration and place of the business. Since in the given case, 

restraint to carry on business was forever and anywhere in India, so the 

agreement in question is void. 

 (iii) As per section 2(j) of the Contract Act, ―A contract which ceases to be 

enforceable by law becomes void when it ceases to be enforceable‖.  

  In the present case, Mr. X agrees to write a book with a publisher. After few 

days, X dies in an accident. Here the contract becomes void due to the 

impossibility of performance of the contract. 

 

Answer: 

(b) In terms of section 2 (87) of the Companies Act 2013 "subsidiary company" or 

"subsidiary", in relation to any other company (that is to say the holding company), 

means a company   in which the holding company— 

(i) controls the composition of the Board of Directors; or 

(ii) exercises or controls more than one-half of the total share capital either at its 

own or together with one or more of its subsidiary companies: 

Provided that such class or classes of holding companies as may be prescribed shall 

not have layers of subsidiaries beyond such numbers as may be prescribed. 

Explanation.—For the purposes of this clause,— 

(a) a company shall be deemed to be a subsidiary company of the holding 

company even if the control referred to in sub-clause (i) or sub-clause (ii) is 

of another subsidiary company of the holding company; 
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(b) the composition of a company's Board of Directors shall be deemed to be 

controlled by another company if that other company by exercise of some 

power exercisable by  it at its discretion can appoint or remove all or a 

majority of the directors. 

In the present case, Jeevan Pvt. Ltd. and Sudhir Pvt. Ltd. together hold less than one 

half of the total share capital. Hence, Piyush Private Ltd. (holding of Jeevan Pvt. Ltd. 

and SudhirPvt) will not be a holding company of Saras Pvt. Ltd. 

However, if Piyush Pvt. Ltd. has 8 out of 9 Directors on the Board of Saras Pvt. Ltd. 

i.e. controls the composition of the Board of Directors; it (Piyush Pvt. Ltd.) will be  

treated as the holding company of Saras Pvt. Ltd. 
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PAPER : BUSINESS CORRESPONDENCE & REPORTING 
 

The Question Paper comprises of 5 questions of 10 marks each.  
Question No. 7 is compulsory. Out of questions 8 to 11, attempt any three. 

 

 

SECTION-B : BUSINESS CORRESPONDENCE & REPORTING (40 MARKS) 

 

Answer 7: 

(a) Passage-2 

(1) Option c 

(2) Option b 

(3) Option a 

(4) Option d 

(5) Option b 

 

Answer: 

(b) Passage -1 

Ministry‘s Decision Revoked (Heading) 

(I) S. Korean steel maker Posco under attack 

(II) Prpsl for steel plant in Odisha rcnsdrd 

(III) Need to rethink the descn 

(a) Not based on solid grounds 

(b) FDI‘s 

(c) Land aqstn from natives nt easy 

(d) Protests frm land holders 

(IV) No concrete result 

(a) 8 years past; standstill 

(b) Neither prpnt nor govt. able to justify its moves 

(c) Leaves the matter open ended. 

 Key Used: 

(1) S= south 

(2) Prpsl= proposal 

(3) Rcnsdrd=reconsidered 

(4) Descn= decision 

(5) Aqstn- acquisition 

(6) Nt= not 

(7) Frm= from 

(8) Prpnt=proponent 

(9) Govt= government. 

(10) FDI= foreign direct investment. 

  

Answer 8: 

(a) Barriers  in communication: 

 Physical Barriers 

 Cultural Barriers 

 Language Barriers 

 Technology Barriers 

 Emotional Barriers 

Technology Barriers: Being a technology driven world, all communication is 

dependent on good and extensive use of technology.  However, there might arise  

technical  issues, like server crash, overload of information etc which lead to 

miscommunication or no communication at all. 
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Language Barriers: It‘s a cosmopolitan set up, where people of different  

nationalities move from their home to other countries for work. As a result, it is 

difficult to  have  a common language for communication. Hence, diversity gives  

rise  to  many languages and it acts as a barrier at times. 

 

Answer: 

(b) (i) End a quarrel and make peace    }(1 Mark) 

 (ii) A.R. Rahman has composed the melody wonderfully. }(1 Mark)  

 

Answer:  

(c) Television: Bane or Boon (Title) 

 Television affects our lives in several ways. We should choose the shows carefully. 

Television increases our knowledge It helps us to understand many fields of study. 

It benefits and people and patients. There are some disadvantages  too  some  

people devote a long time to it. Students leave their studies and it distracts their 

attention. 

 

Answer 9: 

(a) Vertical Network and Wheel & Spoke Network. 

Vertical Network Wheel and Spoke Network 

A formal network. It is usually 

between a higher ranking employee 

and a subordinate. 

A network with a single controlling 

authority who gives instructions and 

orders to all employees working under 

him/her. 

A two way communication happens Two way communication happens but 

useful only in small organizations. 

 

Answer: 

(b) (i) Her parents will be spoken to by Nisha tomorrow.  }(1 Mark) 

 (ii) By unfair and foul means.      }(1 Mark) 

 (iii) Something that happens unexpectedly    }(1 Mark)  

 

Answer : 

(c)  

CIRCULAR 

 Circular No. XXXIV     Dec 31, 2018 

NEW YEAR PARTY 

 
 For all employees 

 Wishing All a very Happy, prosperous  and  productive  New Year  2019. A New  

Year  party  is being organized in the office premises on the coming weekend (Jan 

5, 2019) at 7 PM. Everyone is cordially invited with their families. 

The events would be as follows: 

 Live performance by the pop band ‗ASD‘ 

 Couple Dance competition 

 Stand up Comedy 

 Surprise Gifts for kids 

 Lucky Draw 

 Buffet Dinner with special buffet for the kids Looking forward to an active 

participation. 

 Romi Mistry Manager, HR 
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Answer 10:  

(a) Communication is a process of exchanging information, ideas, thoughts, feelings 

and emotions through speech, signals, writing, or behavior. 

Communication is relevant in daily life as we experience it in all walks of life. While 

talking to friends, family and office colleagues, while passing on a piece of 

information, while starting a campaign or a protest march; at every step we want 

to communicate a message. The audience differs and the purpose differs; yet 

communication happens. 

 

Answer:  

(b) (i) The job had been left by him. 

 (ii) Nobody has brought the news to my attention. 

 (iii) The severe natural calamity in the northern region is being worried about 

by the government. 

 

Answer: 

(c) Raghav Shetty 

 1207, Ninto Road 

 Pune, Maharashtra  

 Tel. 9893233XXX / email - abc@gmail.com 

 

 Career Objective  

 To be associated with the organisation that will offer to me tremendous 

opportunities for growth in career and provide a challenging environment that will 

utilize my skill and abilities to the maximum.  

 

 Summary of Qualification  

 (1) Excellent communication & compreherision skill. 

 (2) In depth knowledge of fundamental concepts related to profession.  

 (3) Exceptionally good at the application of different concept in varied manner.  

 (4) Have a training experience along with the competency conduct of various 

research program.  

 

 Education 

 IIM  

 Banglore 

 MBA in Sales Management (2 year post graduate program) 

 
Major areas of study 

(1) Finance      

(2) Marketing      

(3) Advertisement 

(4) Production 

(5) Communication  

(6) Sales  

 

Overview of skills and experience acquired through training 

(1) More than 5 years of experience in both practical and managerial aspect of 

life.  

(2) Extensive experience in various practices of explore the various facts of the 

company.  
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(3) Carried out various research program by employing suitable techniques.  

(4) Possess flawless understanding of fundamental concepts.   

 

Employment Experience  

HDFC Bank, Mumbai, Maharashtra [2014-2017] 

Sales Manager  

 

(1) Tracked, recorded and verified the shipping of product from warehouse 

across the country.  

(2) Engaging in skills & personality development program.  

(3) Perform periodic activities to ensure almost satisfaction.   

  

 Skills 

(1) Well versed with MS Office. 

(2) Updated with all latest computer application & software. 

(3) Excellent verbal communication skill.  

(4) Highly orgainsed & efficient.  

 

Reference  

Available upon request 

 

Declaration  

I solemnly declare that all the above information is correct to the best of my 

knowledge and belief.  

 

Date - 28 August, 2022 

Place - Pune, Maharashtra      (Raghav Shetty)  

 
Answer 11: 

(a) Chain of Command: The communication pattern that follows the chain of command 

from the senior to the junior is called the chain network. Communication starts at 

the top, like from a CEO, and works its way down to the different levels of 

employees. It involves a lot of organizational hierarchy. 

Drawbacks: The chain network often takes up time, and communication may not be 

clear. It creates a lot of miscommunication as the message travels a long path. 

 

Answer: 

(b) (i) Be highly successful   

 (ii) A narrow escape 

 

 

Answer: 

(c) Date: Jan 2, 2019 

Venue: Conference Hall, 3rd Floor  

Meeting started at 11 : 00 AM. 

In attendance : Mr. BNM Managing Director, Mr. ASD Head , Sales and Marketing, 

Mr. FGH, Product  Head,  Mr.  JKL Plant Head, two Senior Consultants from QWE 

Consulting and Market Research, three members of the Sales team 

Mr. FGH, Product Head 

 Introduced the agenda 

 Demonstrated the prototype of the new product 
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 Explained the utility and target customers 

 Existing Variants in the market vs variants to be introduced by the 

company in  6 months time 

Mr. JKL, Plant Head 

 Discussed preparedness for mass manufacturing of the new product 

 Discussed potential vendors to manufacture the variants 

Mr. VBN Senior Consultant, QWE Consulting and Market Research 

 Discussed marketing strategy for product launch 

 Discussed media advertising for product promotion 

Mr. ASD Head, Sales and Marketing, Mr. RTY Executive, Sales Team 

 Presented the estimated demand and sales figures for first quarter (initial 

3 months after launch) 

 Discussed feedback received from the sample customers 

All the participants consented to submit their observations and reports to Mr. BNM 

Managing Director, Mr. ASD Head, Sales and Marketing, 

The Head of Sales and Marketing proposed a vote of thanks and declared the next 

meeting to discuss reports to be held on Feb 4, 2019. 

  ATR to be submitted by Jan 25, 2019 to the Head of Sales and Marketing. 

 

 

 

__**__ 

{2 M} 

{1 M} 


