
 

QUESTION BANK ON BUSINESS LAW-I 

BCA III SEM 

Q.1 What is Law? Explain the Following Definitions under sec. 2  

Law means a ‘set of rules’ which governs our behaviours and relating in a civilized society. So  

there is no need of Law in a uncivilized society.  

 

 



 

Q.2 What are the Essential Elements of Valid Contract? 

Q.3 “All Contracts are Agreements but all Agreements are not Contract”. Explain in detail. 

 



 

 



 

 

Q.4 Write A Difference Between Contract and Agreement. 

 

 

 

 



Q.5 What are the types of Contracts? 

 

 

 



 

 



 

Q.6  Write a difference between Void and Voidable Contract. 

 

Q.7 What is Offer? Write Essential elements for Valid Offer. 

Ans:-

 



 

Q.8 Explain the Kinds of Offer. 

 

 

 



 

 

Q.9 What is Acceptance? What are the Legal Rules Regarding Acceptances? 

 



 

 

Q.10 Explain the Capacity of Competent parties for a contract. 



 



 Q.11 What is Consideration? Explain the legal rules regarding valid consideration. 

 

 



 

 

 

Q.12 What is Free Consent? What are the Flaws in free consent? 

Ans:-  



 

 

 

 



 

 

Q.13) In what circumstances contract will be discharge? 

Ans:-  

 



 

 

 

 

 



 

 

Q.14) What is Quasi Contract? 

Ans:-       

 

Q.15) What are the Essential Elements  of Valid Contract of Sale? 



Ans:-      

 

Q.16) What is the Difference between Sale and Agreement to Sell 

 

 

 

 

Q.17) What is the Difference between Sale and Hire Purchase? 



Ans:- 

 

Q.18) Explain the Term “Goods”? Write down classification of Goods.  

 

 

 



 

 

 

 

 

Q.19) Write a difference between Future Goods and Contingent Goods. 



Ans:-

 

Q.20) What is Conditions and Warranties? 

     

 

 

 



 

 

 

 

 

 



 

Q.21) Write a Difference between Conditions and Warranties. 

 

Q.22) What is Delivery of Goods? Explain the types of Delivery. 

 

 

 



 

 

Q.23) What are the rules regarding Delivery? 

Ans:- 

 

 

 



 

 

 

 

 



 

Q.24) Who is called as Unpaid Seller? What are his rights? 

Ans:-        

 

 

 



 

 

 

 

 

 

 

 



Q.25) What is Partnership? What are the  Characteristics of Partnership? 

Ans:- Section 4 of the Indian Partnership Act defines it as ‘the relation between persons who have agreed 
to share the profits of a business cancelation by gfdg any of them acting for all” Persons who have entered 
into partnership with one of other are called individually “partners” and collectively “a firm”, and the 

name under which their business is carried on, is called the “firm name”. 

 
CHARACTERISTICS OF PARTNERSHIP 

1. Relationship: Partnership is the abstract relationship between partners 

2. Two or More Persons: As no one can be a partner with himself, there must be at least 
two persons. The maximum number of members is 10 for a partnership carrying on 
banking business and 20 for  a partnership carrying on any other business. 

3. Agreement or Deed: Partnership arises out of an agreement but not out of status. Such 
agreement, also called as deed, may be express or implied from the conduct of the parties. 
It may be oral or written. It contains details relating to— 

·         Name of the firm and the names of the partners, 
·         Nature and place of business, 
·         The date of commencement and the duration of partnership, 
·         Capital and banking account, 
·         Sharing of profits and losses, 
·         Management, 
·         Accounts 
·         Arbitration etc. 
4. Business: The object of the partnership is to carry on any business, profession, vocation, 

trading or calling. Such business must be lawful. Mere holding of property in common is 
not partnership, e.g. co-ownership. 

5. Profit Sharing: Sharing of profits is essential though it does not mean that all those who 
participate in profits are necessarily partners. 

6. Carried on by all or any of them acting for all: Each partner acts as an agent as well as a 
principal. Each one can act in the course of business and bind the other partners by his 
acts. As such, he can be called an agent. Since he is also bound by the acts of the other 
partners, he can be called the principal. Thus, the law of partnership is a branch of the 
general law of agency as every partner has implied power to bind other partners for the 
acts of the firm, done in the course of conduct of the business. 

 

Q.26) What are the kinds of Partners? 

Ans:- KINDS OF PARTNERS 

            Following are different kinds of partners 
1. Actual or Active Partner: An actual partner is one who actively participates in the 

conduct of the business of the partnership. 

2. Dormant or Sleeping Partner: He is a partner who is not known to third parties as such. 
He does nto take active part in the conduct of business. He occupies the position of an 
undisclosed principal. Hence, third parties can sue him on discovering that he is a partner. 
While he has access to accounts and examine and verify them, he has not duties to 
perform. Hence no notice of his retirement to the public is necessary nor the firm is 
dissolved when he becomes insane. 

3. Partner by Estoppel: Where a person causes, by his conduct, another to believe him to be 
a partner and on that belief such other person gives credit to the firm, he is estopped from 
denying that he is a partner. 

Example: X, Y and Z are partners of a firm. X, in the presence and within the hearing of A, 
represents to D that A is a partner of their firm. A does not contradict this representation. A, 
on faith of that representation, lent Rs. 5000 to the firm, A, is liable as a partner. 



4. Partner by Holding Out :  Where a person represents himself or allows others to 
represent him as a partner of a particular firm, he becomes liable to all those who act and 
lend money to the firm, on the faith of such representation.  

Example: A, represents himself as a partner of a particular firm. D on the faith of the 
representation, lends credit to the firm. A becomes liable. 

 
 

Q.27) What is the procedure for Registration of Partnership Firm?  

Ans:- REGISTRATION OF FIRMS 
The Partnership Act does not provide for the compulsory registration of firms. It has left it to 
the option of the firms to get themselves registered. But indirectly, by creating certain 
disabilities from which an unregistered from suffers, it has made the registration of firms 
compulsory.  

PROCEDURE FOR REGISTRATION 
The registration of a firm may be effected at any time by filling an application in the form of a 
statement, giving the necessary information, with the Registrar of Firms of the area. 
The application for registration of a firm shall be accompanied by the prescribed fee. It shall state: 
(a)  the name of the firm 
(b)  the place or principal place of business of the firm 
(c)  the names of other places where the firm carries on business 
(d)  the date when each partner joined the firm 
(e)  the names in full and permanent address of the partners 
(f)   the duration of the firm. 

 
The statement shall be signed by all the partners or by their agents specially authorized in this 
behalf [Sec. 58(1)]. It shall also be verified by them in the prescribed manner [Sec. 58(2)]. 
When the Registrar is satisfied that the above provisions have been duly compiled with, he shall 
record an entry of the statement in the Registrar of Firms  (maintained by Registrar of Firms in 
respect of each registered firm for recording the necessary information relating to that firm) and 
file the statement (Sec. 59). He shall then issue under his hand a certificate of registration. 
Registration is effective from the date when the Registrar files the statement and makes entries 
in the Register of Firms. 

 
EFFECTS OF NON-REGISTRATION (SEC. 69) 

1. Suits between partners and firm: A person suiting as a partner of an unregistered firm 
cannot sue the firm or any partners of the firm to enforce a right from a contract or 
conferred by the Partnership Act. 

2. Suits between firm and third parties: An unregistered firm cannot sue a third party to 
enforce a right arising from a contract until – 

·          the firm is registered, and 
·         the names of the persons suing appear as partners in the Register of Firms [Sec. 69(2)] 

3. Clain of set-off: An unregistered firm or any partner thereof cannot claim a set-off in a 
proceeding instituted against the firm by a third party to enforce a right arising from a 
contract, until the registration of the firm is effected [Sec. 69(3)] 

 
Q.28) What are the Rights of Partners? 

Ans:-   RIGHTS OF A PARTNER 

1. Right to take part in Business 

The partnership agreement usually provides the mode of the conduct of the business. Subject to pay such 
agreement between the partners, every partner has a right to take part in the conduct of business [Sec. 
12(a)]. This is based on the general principal that partnership business is the common business of all the 
partners. 

2. Right to be Consulted 



Every partner has an inherent right to be consulted in all matters affecting the business of the partnership 
and express his views before any decision is taken by the partners. 

3. Right of Access to Accounts 

Subject to contract between the partners, every partner has a right to have access to and inspect and copy 
any of the books of the firm. 

4. Right to Share in Profit 

In the absence of any agreement, the partners are entitled to share equally in the profits earned and are 
liable to contribute equally to the losses sustained by the firm.  

5. Right to Interest on Capital 

The partnership agreement may contain a clause as to the right of the partners to claim interest on capital 
at a certain rate. Such interest, subject to contract between the partners, is payable only out of profits, if 
any, earned by the firm. 

6. Right to Interest on Advances 

Where a partner makes, for the purposes of the business of the firm, any advance beyond the amount of 
capital, he is entitled to interest on such advance at the rate of six per cent annum. Such interest is not 
only payable out of the profits of the business but also out of the assets of the firm. 

7. Right to be Indemnified 

A partner has authority, in an emergency, to do all such acts for the purpose of protecting the firm from 
loss as would be done by a person of ordinary prudence, in his own case, acting under similar 
circumstances. Such acts of the partner bind the firm. If as a consequence of any such act, the partner 
incurs any liability or makes any payment, he has a right to be indemnified.  

8. Right to the Use of Partnership Property 

Subject to contract between the partners, the property of the firm must be held and used by the partners 
exclusively for the purposes of the business of the firm. No partner has a right to treat it as his individual 
property. If a partner uses the property of the firm directly or indirectly for his private purpose, he must 
account to the firm for the profits which he may have earned by the use of that property. 

9. Right of Partner as Agent of the Firm 

Every partner for the purposes of the business of the firm is the agent of the firm. 

10. No New Partner to be Introduced 

Every partner has a right to prevent the introduction of a new partner unless he consents to that or unless 
there is an express term in the contract permitting such introduction. This is because partnership is 
founded on mutual trust and confidence. 

11. No Liability before Joining 

A person who is introduced as a partner into a firm is not liable for any act of the firm done before he 
became a partner. 

12. Right to Retire 

A partner has a right to retire (a) with the consent of all other partners, or (b) in accordance with an 
express agreement between the partners, or (c) where the partnership is at will, by giving notice to all the 
other partners of his intention to retire. 

13. Right of Outgoing Partner to Share in the Subsequent Profits 

Where a partner has died, or has ceased to be a partner by retirement, expulsion, insolvency, or any other 
cause, the surviving or continuing partners may carry on the business with the property of the firm 
without any final settlement of accounts as between them and the outgoing partner or his estate. In such a 
case, legal representative of the deceased partner or the outgoing partner is entitled to such share of the 
profits as is proportionate to his share in the property of the firm. 
 
Q.29) What are the Duties of Partners? 

Ans:- DUTIES OF A PARTNER 

 The partners must act with utmost good faith as the very basis of partnership is mutual trust and 
confidence. According to Sec. 9, which deals with the general duties of partners, partners are bound – 
(a)  to carry on the business of the firm to the greatest common advantage, 
(b)  to be just and faithful to each other, and 
(c)  to render true accounts and full information of all things affecting the firm to any partner or his legal 
representative. 



The other duties are spread over the Partnership Act. These duties are summed as under: 

1. To carry on business to the greatest common advantage 

Every partner is bound to carry on the business of the firm to the greatest common advantage. He is 
bound, in all transactions affecting the partnership, to do his best in the common interest of the firm. 

2. To observe faith 

Partnership is a fiduciary relation. Every partner must be just and faithful and observe utmost good faith 
towards every other partner of the firm. 

3. To indemnify for fraud 

Every partner is bound to indemnify the firm for any loss caused to it by his fraud in the conduct of the 
business of the firm. 

4. To attend diligently 

It is the duty of every partner to attend diligently to his duties in the conduct of the business of the firm 
[Sec. 12b], and to use his knowledge and skill to the common advantage of all the partners. 

5. Not to claim remuneration 

A Partner is not entitled to receive any remuneration in any form for taking part in the conduct of the 
business of the firm. It is however, usual to allow some remuneration to the working partners provided 
there is a specific agreement to that effect. 

6. To share losses 

It is the duty of every partner to contribute to the losses of the firm. In the absence of an agreement to the 
contrary, the partners are bound to contribute equally to the losses sustained by the firm. An agreement to 
share profits implies an agreement to share losses also. 

7. To indemnify for willful neglect 

Every partner is bound to indemnify the firm for any loss caused to it by his willful neglect in the conduct 
of the business of the firm. 

8. To hold and use property of the firm exclusively for the firm  

It is the duty of every partner of the firm to hold and use the property of the firm exclusively for the 
purposes of the business of the firm 

9. To account for personal profits 

If a partner derives any benefit, without the consent of the other partners, from partnership transactions, 
he must account for it and pay it to the firm. This is because the relationship between partners is a 
fiduciary relationship and no partner is entitled to make any personal profit.  

10. To account for profit in competing business 

A partner must not carry on any business of the same nature as competing with that of the firm. If he does 
that he is bound to account for and pay to the firm all profits made by him in that business. 

11. To act within authority 

Every partner is bound to act within the scope of his actual or implied authority. Where he exceeds the 
authority conferred on him and the firm suffers a loss, he shall have to compensate the firm for any such 
loss. 

12. To be liable jointly and severally 

Every partner is liable, jointly with all the other partners and also severally, for all the acts of the firm 
done while he is a partner. 

13. Not to assign his rights 

A partner cannot assign his rights and interest in the firm to an outsider so as to make him the partner of 
the firm. He can, however, assign his share of the profit and his share in the assets of the firm. 
 
Q.30) What are the Conditions Regarding Dissolution of Partnership firm?  

Ans:- DISSOLUTION OF FIRMS 

Section 39 of the Indian Partnership Act lays down that the dissolution of partnership between all the 
partners of a firm is called the “dissolution of the firm”.  This is different from the dissolution of 
partnership. A partnership may be dissolved without dissolution the firm. But dissolution of firm involves 
dissolution of partnership. In the firm of A, B and C, if C dies or retires, the firm will be dissolved. But A 



and  B may take in D and continue doing the business. This new firm of A, B and D is called the new or 
reconstituted firm. 
 

Dissolution of Partnership on the happening of certain contingencies 
            A partnership is dissolved by --- 
Ø  The death of the partner 
Ø  The completion of the adventure of partnership 
Ø  The insolvency of a partner, and 
Ø  The retirement of a partner 
 
In all these cases, the remaining partners, may constitute the firm. Hence, dissolut ion of partnership does 
not necessarily involve dissolution of the firm. If they do not continue, the firm is dissolved 
automatically.  
 

Dissolution of Firm 
A partnership between all the partners is dissolved in the following ways 
1)    Dissolution by Agreement: (a) By mutual consent of all the partners, or (b) in accordance with the 
contract entered into by them. 
2)    Compulsory Dissolution: (a) by the insolvency of all the partners except one, or (b) by the business 
of the partnership becoming illegal or unlawful by subsequent events. 
3)    Dissolution of Partnership at Will: The firm may be dissolved by any partner giving a notice to the 
other partners of his intention to dissolve the firm. But the notice must be in writing and unambiguous. 
Once given, it cannot be withdrawn. The firm is dissolved from the date mentioned in the notice, or if the 
date is not mentioned, from the date of communication of the notice. 
4)    Dissolution through Court: A partnership for a fixed period will be dissolved by a court where it is 
not dissolved for the reasons mentioned above. 
At the suit of a partner, a firm may be dissolved on any of the following grounds: 
(a)  That a partner has become of unsound mind, 
(b)  That a partner has become permanently incapable of performing his duties, 
(c)  That a partner is guilty of conduct which is likely to affect prejudicially, the carrying on of the 
business. 
(d)  That a partner persistently commits breach of agreement. For instance, a firm is dissolved when: (i) a 
partner commits breach of trust, or (ii takes away the partnership books etc. 
(e)  That a partner has transferred his interest to a third party or allowed his share to be charged or sold in 
the recovery of arrears of land revenue 
(f)   That the business of the firm cannot be carried on, save at a loss, or 
(g)  On any other ground which renders it just and equitable that the firm should be dissolved.  
 


