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ANSWER NO. 1
(A)
A contract which involves the use of personal skill or is founded on personal consideration
comes to an end on the death of the promisor. As regards any other contract the legal
representatives of the deceased promisor are bound to perform it unless a contrary
intention appears from the contract (Section 37 of the Indian Contract Act, 1872). But their
liability under a contract is limited to the value of the property they inherit from the deceased.
(i)

In the instant case, since painting involves the use of personal skill and on becoming
Mr. C paralyzed, Mr. Rich cannot ask Mr. K to complete the artistic work in lieu of his
father Mr. C.

(ii)

According to section 65 of the Indian Contract Act, 1872, when an agreement is
discovered to be void or when a contract becomes void, any person who has received
any advantage under such agreement or contract is bound to restore it, or to make
compensation for it to the person from whom he received it.
Hence, in the instant case, the agreement between Mr. Rich and Mr. C has become void
because of paralysis to Mr. C. So, Mr. Rich can ask Mr. K for refund of money paid in
advance to his father, Mr. C.
(6 Marks)

(B)
As per Section 2(87) provides that a company shall be subsidiary of another, if any of the
following conditions are satisfied :
(a) That other controls the composition of its Board of Directors;
(b) That other 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; or
(c) The first – mentioned company is a subsidiary of any company which is that other’s
subsidiary
In this case XYZ Pvt Ltd. and BCL Pvt. Ltd. together hold a majority of equity shares in AVS Pvt.
Ltd. and both these companies are subsidiaries of TSR Pvt Ltd. it will have a majority stake in
the composition of the Board of Directors of AVS Pvt. Ltd. Hence, TSR Pvt, Ltd will be treated as
the holding company of AVS Pvt Ltd.
(4 Marks)
ANSWER NO. 2
(A)
As per the provisions of section 24 of the Sale of Goods Act, 1930, when goods are delivered to
the buyer on approval or “on sale or return” or other similar terms, the property therein passes
to the buyer –
(a)

When the buyer signifies his approval or acceptance to the seller or does any other act
adopting the transaction;

(b)

if he does not signify his approval or acceptance to the seller but retains the goods
without giving notice of rejection, then, if a time has been fixed for the return of the
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goods, on the expiration of such time, and, if no time has been fixed, on the expiration
of a reasonable time; or
(c)

he does something to the good which is equivalent to accepting the good e.g. he
pledges or sells the good.
Referring to the above provisions, we can analyse the situation given in the question.
Since, Mr. Joshi, who had taken delivery of the Motor car on Sale or Return basis and
pledged the motor car to Mr. Ganesh, has attracted the third condition that he has done
something to the good which is equivalent to accepting the goods e.g. he pledges or
sells the goods. Therefore, the property therein (Motor car) passes to Mr. Joshi. Now in
this situation, Mr. Preeti cannot claim back her Motor Car from Mr. Ganesh, but she can
claim the price of the motor car from Mr. Joshi only.
(6 Marks)

(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 of the firm done after his death. Therefore, considering
the above provisions, the problem may be answered as follows :
(i) Ram’s estate in this case will not be liable for the price of the Machinery purchased.
(ii) 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 time.
(4 Marks)
ANSWER NO. 3
(A)
Death of all members of a Private Limited Company, Under the Companies Act, 2013 :
The most distinguishing feature of a company is its being a separate entity from the
shareholders and promoters who form it. This lends stability and perpetuity to the company
form of business organization. In short, a company is brought into existence by a process of law
and can be terminated or wound up or brought to an end only by a process of law. Its life is not
impacted by the death, insolvency or retirement of any or all shareholder(s) or director(s).
The provision for transferability or transmission of the shares helps to preserve the perpetual
existence of a company by allowing the constitution and identity of shareholders to change.
In the present case, ABC Pvt. Ltd. does not cease to exist even by the death of all its
shareholders. The legal process will be for the successors of the deceased shareholders to get
the shares registered in their names by way of the process which is called “transmission of
shares”. The company will cease to exist only when it is wound up by a due process of law.
Therefore, even with the death of all members (i.e. 5), ABC (Pvt.) Ltd. does not cease to exist.
(6 Marks)
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(B)
Essentials of Contract of Sale
The following elements must co – exist so as to constitute a contract of sale of goods under the
Sale of Goods Act, 1930.
(i)
(ii)
(iii)
(iv)
(v)
(vi)

There must be at least two parties
The subject matter of the contract must necessarily be goods
A price in money (not in kind) should be paid or promised.
A transfer of property in goods from seller to the buyer must take place.
A contract of sale must be absolute or conditional [section 4(2)].
All other essential elements of a valid contract must be present in the contract of sale.
(4 Marks)

ANSWER NO. 4
(A)
Expulsion of a Partner (Section 33 of the Indian Partnership Act, 1932):
A partner may not be expelled from a firm by a majority of partners except in exercise, in good
faith, of powers conferred by contract between the partners.
The test of good faith as required under Section 33(1) includes three things:
•

The expulsion must be in the interest of the partnership.

•

The partner to be expelled is served with a notice.

•

He is given an opportunity of being heard.

If a partner is otherwise expelled, the expulsion is null and void.
(i) Action by the partners of M/s XYZ & Associates, a partnership firm to expel Mr. G from the
partnership was justified as he was expelled by united approval of the partners exercised in
good faith to protect the interest of the partnership against the unauthorized activities
charged against Mr. G. A proper notice and opportunity of being heard has to be given to
Mr. G.
(ii) The following are the factors to be kept in mind prior expelling a partner from the
by other partners:

firm

(a)

the power of expulsion must have existed in a contract between the partners;

(b)

the power has been exercised by a majority of the partners; and

(c)

it has been exercised in good faith.
(6 Marks)

(B)

In the instant case, the aggrieved party, in case of misrepresentation by the other party, can
avoid or rescind the contract [Section 19, Indian Contract Act, 1872]. The aggrieved party loses
the right to rescind the contract if he, after becoming aware of the misrepresentation, takes a
benefit under the contract or in some way affirms it. Accordingly, in the given case, Suraj could
not rescind the contract, as his acceptance to the offer of Sohan to bear 40% of the cost of
repairs impliedly amount to final acceptance of the sale.
(4 Marks)
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ANSWER NO. 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)

(b)

(c)

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.
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.
This contract is not valid since as per section 17, P’s silence is equivalent to speech
and hence amounts to fraud.
(5 Marks)

(B)
Essential elements to incorporate LLP : Under the LLP Act, 2008, the following elements are
very essential to form a LLP in India :
(i)
To complete and submit incorporation document in the form prescribed with the
Registrar electronically;
(ii)
To have at least two partners for incorporation of LLP [Individual or body corporate];
(iii)
To have registered office in India to which all communications will be made and
received;
(iv)
To appoint minimum two individuals as designated partners who will be responsible
for number of duties including doing of all acts, matters and things as are required
to be done by the LLP. Atleast one of them should be resident in India.
(v)
A person or nominee of body corporate intending to be appointed as designated
partner of LLP should hold a Designated Partner Identification Number (DPIN)
allotted by MCA.
(vi)
To execute a partnership agreement between the partners inter se or between the
LLP and its partners. In the absence of any agreement the provisions as set out in
First Schedule of LLP Act, 2008 will be applied.
(vii) LLP Name.
(5 Marks)
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