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TEST-1   
08-01-2023 

CA FOUNDATION 
Business Laws and Business Correspondence and Reporting 

 Business Laws- Covering topic:  
The companies Act,2013 

Business Correspondence and Reporting- Covering topic:  
1. Reading comprehension 
2. Vocabulary (done in the class) 
3. Article writing 
4. Communication 
 
Roll No ………………  
Total No. of Question: 13                                                          Total No. of Printed Pages:8 
Time allowed: 3 hours               Maximum Marks: 100 
 

IMPORTANT INSTRUCTIONS TO CANDIDATES 
1.  Question in Section – A are to be answered in the medium opted by the candidate. If a 

candidate has not opted for Hindi medium, his/her answers in Hindi, will not be 
evaluated. 

 
2.  Question in Section – B are to be answered in English only, by all the candidates, 

including those who have opted for Hindi Medium. 
 
3.    Answer to both the Sections are to be written in the same answer book. 
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Section A (80 Marks)  
 

Question No. 1 is Compulsory 

Answer any FOUR questions from the remaining FIVE questions 

Question 1 

(a) A transport company wanted to obtain licences for its vehicles but could not obtain licences if applied in 

its own name. It, therefore, formed a subsidiary company and the application for licence was made in the 

name of the subsidiary company. The vehicles were to be transferred to the subsidiary company. Will the 

parent and the subsidiary company be treated as separate commercial units? Explain in the light of the 

provisions of the Companies Act, 2013.          (4 Marks) 

 

(b) ABC Pvt.  Ltd, has been overstating expenditures in their Profit & Loss account for the past few years. 

On Inquiry, it was found that the mere purpose was to avoid tax. However, there was no fraudulent 

intentions. Should the corporate veil of the company be lifted? Kindly justify.    (4 Marks) 

 

(c) A Company registered under Section 8 of the Companied Act, 2013, has been consistently making 

profits for the past 5 years after a major change in the management structure. Few members contented that 

they are entitled to receive dividends. Can the company distribute dividend? If yes, what is the maximum 

percentage of dividend that can be distributed as per provisions of the Companies Act, 2013? Also, to 

discuss this along with other regular matters, the company kept a general meeting by giving only 14 days’ 

notice. Is this valid?                       (4 Marks) 

 

(d) Explain Document Company.           (4 Marks) 

 
Question 2 

(a) Nolimit Private Company is incorporated as unlimited company having share capital of `10,00,000. One 

of its creditors, Mr. Samuel filed a suit against a shareholder Mr. Innocent for recovery of his debt against 

Nolimit Private Company. Mr. Innocent has given his plea in the court that he is not liable as he is just a 

shareholder. Explain, whether Mr. Samuel will be successful in recovering his dues from Mr. Innocent?  

            (4 Marks) 
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(b) Jagannath Oils Limited is a public company and having 220 members of which 25 members were 

employee in the company during the period 1st April 2006 to 28th June 2016. They were allotted shares in 

Jagannath Oils Limited first time on 1st July 2007 which were sold by them on 1st August 2016. After some 

time, on 1st December 2016, each of those 25 members acquired shares in Jagannath Oils Limited which 

they are holding till date. Now company wants to convert itself into a private company. State with reasons: 

(i) Whether Jagannath Oils Limited is required to reduce the number or members. 

(ii) Would your answer be different if above 25 members were the employee in Jagannath Oils Limited for 

the period from 1st April 2006 to 28th June 2017?         (4 Marks) 

 

(c) A, B and C has decided to set up a new club with name of ABC club having objects to promote welfare 

of Christian society. They planned to do charitable work or social activity for promoting the art work of 

economically weaker section of Christian society. The company obtained the status of section 8 company 

and started operating from 1st April, 2017 onwards. 

However, on 30th September 2019, it was observed that ABC club was violating the objects of its objective 

clause due to which it was granted the status of section 8 Company under the Companies Act, 2013. 

Discuss what powers can be exercise by the central government against ABC club, in such case?  (4 Marks) 

 

(d) Explain 

(i) Listed Company            (3 Marks) 

(ii) Unlisted Company            (1 Mark) 

 
Question 3 

(a) An employee Mr. Karan singed a contract with his employer company ABC Limited that he will not 

solicit the customers after leaving the employment from the company. 

But after Mr. Karan left ABC Limited, he started up his own company PQR Limited and he started soliciting 

the customers of ABC Limited for his own business purposes. 

ABC Limited filed a case against Mr. Karan for breach of the employment contract and for soliciting their 

customers for own business. Mr. Karan contended that there is corporate veil between him, and his company 

and he should not be personally held liable for this. 

In this context, the company ABC Limited seek your advice as to the meaning of corporate veil and when 

the veil can be lifted to make the owners liable for the acts done by a company?     (4 Marks) 
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(b) Narendra Motors Limited is a government company. Shah Auto Private Limited is a private company 

having share capital of ten crores in the form of ten lacs share of `100 each. Narendra Motors Limited is 

holding five lacs five thousand shares in Shah Auto Private Limited. Shah Auto Private Limited claimed the 

status of Government Company. Advise as legal advisor, whether Shah Author Private Limited is 

government company under the provisions of Companies Act, 2013?       (4 Marks) 

 

(c) SK Infrastructure Limited has a paid up share capital divided into 6,00,000 equity shares of ` 100 each. 

2.00,000 equity shares are held by Central Government and 1,20,000 equity shares are held by Government 

of Maharashtra. Explain with reference to relevant provisions of the Companies Act, 2013, whether SK 

Infrastructure Limited can be treated as Government Company.       (4 Marks) 

 
(d) Explain Public Financial Institution.          (4 Marks) 
 

Question 4 

(a) ABC Limited has allotted equity shares with voting rights to XYZ Limited worth ` 15 Crores and issued 

Non-Convertible Debentures worth ` 40 Crores during the Financial Year 2019-20. After that total Paid-up 

Equity Share Capital of the company is ` 100 Crores and Non-Convertible Debentures stands at ` 120 

Crores. 

Define the Meaning of Associate Company and comment on whether ABC Limited and XYZ Limited 

would be called Associate Company as per the provisions of the Companies Act, 2013?    (6 Marks) 

 

(b) What is the main difference between a Guarantee Company and a Company having Share Capital? 

(6 Marks) 

(c) Explain the Term ‘Promoters’.            (4 Marks) 

 

Question 5 

(a) Mike Limited company 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 provision of the Companies Act, 2013?  (4 Marks) 
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(b) What do you mean by the term Capital? Describe its classification in the domain of Company Law. 

(6 Marks) 

(c) AK Private Limited has borrow ` 36 crores from BK Finance Limited. However, as per memorandum of 

AK Private Limited the maximum borrowing power of the company is ` 30 crores. Examine, whether AK 

Private Limited is liable to pay this debt? State the remedy, if any available to BK Finance Limited.  

(6 Marks) 

Question 6. 

(a) Mr. A is an Indian citizen and his stay in India during immediately preceding financial year is for 115 

days. He appoints Mr. B as his nominee who is a foreign citizen but has stayed in India for 130 days during 

immediately preceding financial year. 

(i) Is Mr. A eligible to be incorporated as a One Person Company (OPC). If yes, can he give the name of Mr. 

B in the memorandum of Association as his nominee to become the member after Mr. A’s incapacity to 

become a member. 

(ii) If Mr. A has contravened any of the provisions of the Act, what are the consequences? 

(6 Marks) 

(b) Write down the steps of Incorporation of Company under Section 7 of the Companies Act, 2013. 

(6 Marks) 

(c) Explain Principle of Separate Legal Entity.         (4 Marks) 
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Section B (20 Marks)  
All candidates (including those who have opted for Hindi Medium) are required to answer the questions in 

Section B, in English only 
 

Question 7  

Read the following passage and answer the following questions.                                                   
Gandhi does not reject machinery as such. He observes: “How can I be against all machinery when I know 

that even this body is a most delicate piece of machinery? A spinning wheel is a machine; a little toothpick 

is a machine. What I object to is the craze for machinery, not machinery, as such. The craze is for what they 

call laboursaving machinery. Men go on saving labour till thousands are without work and thrown on the 

open street to die of starvation.  

I want to save time and labour not for a fraction of making but for all. I want the connection of wealth not in 

the hands of a few but in the hands of Today machinery merely helps a few to ride on the backs of millions. 

The impetus behind it all is not the desire to save labour but greed. It is against this system that I am fighting 

with all my might. The machine should not cut off the limbs of man Factories run by powerdriven 

machinery should be nationalized and controlled by the State. The supreme consideration is man – Mahatma 

Gandhi.  

1. Why does Gandhiji accept machinery?                                                   (1 Mark) 

2. What are the evil effects of employers’ craze for machinery?                                                       (1 Mark) 
3. How, according to Gandhiji, can the evils of factories run by machines be avoided?                   (1 Mark) 
4. Write the summary of the passage?                                                     (2 Marks)  

 
Question 8   
(i) what are the main steps of the process of communication?                                                  (2 Marks) 

OR 
What is communication? How many types of communication are there?                                          (2 Marks) 
 
Question 9  
why is paralanguage and aesthetic important part of communication?                                               (2 Marks) 
 
Question 10  
Define wheel and star network?                                           (2 marks) 
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Question 11  
Choose the correct synonym.                                                                                                  (1 Mark each) 
1. Sumptuous  

a) Magnificent  

b) Humble 

c) Chiseled 

d) Affluent 

 
2. Ludicrous 

a) Comical 

b) Pious 

c) Wordy 

d) Scared  

 
Question 12  
Choose the correct antonym.                                                                                                     (1 Mark each) 
 
1. Mirth  

a) loathe  

b) joy  

c) dearth  

d) random  

 

2. sagacious  

a) illicit 

b) expensive 

c) proficient 

d) laidback  

 

Question 13  

Write an article of about 250 words on the topic, Social Media in present time.                                (5 Marks) 
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