
THE INDIAN CONTRACT ACT 
 

Each question carries 5 marks 

1. State which of the following agreements are valid contract under the Indian Contract Act, 1872? 

(a) A, who owns two cars is selling red car to B. B thinks he is purchasing the black car. 

(b) A threatened to shoot B if he (B) does not lend him ₹2,00,000 and B agreed to it. 

(c) A agrees to sell his house to B against 100 kgs of cocaine (drugs). 

(d)  A ask B if he wants to buy his bike for ₹ 50,000. B agrees to buy bike. 

(e)  Mr. X agrees to write a book with a publisher. But after few days, X dies in an accident. 

2. Mr. Harish owes payment of 3 bills to Mr. Ashish as on 31st March, 2022. (i) ₹ 12,120 which 
was due in May 2018. (ii) ₹ 5,650 which was due in August 2020 (iii) ₹ 9,680 which was due in 
May 2021. Mr. Harish made payment on 1st April 2022 as below without any notice of how to 
appropriate them: 

(i) A cheque of ₹ 9,680 (ii)  A cheque of ₹ 15,000 

Advice under the provisions of the Indian Contract Act, 1872. 

3. Mr. Shyam Mundra was a big businessman having one son and one married daughter. He 
decided to gift his house to his daughter. For this purpose, he called his lawyer at his house and 
made a written document for such gift. The lawyer advised him to get the transfer document 
properly registered. When they both were going for registration of document, they met with an 
accident and both died. Later, the daughter found the document and claimed the house on the 
basis of that document.  Explain, whether she can get the house as gift under the Indian 
Contract Act, 1872? 

4. Mr. Mukund wants to sell his car. For this purpose, he appoints Mr. Parth, a minor as his agent. 
Mr. Mukund instructs Mr. Parth that car should not be sold at price less than ₹ 2,00,000. Mr. 
Parth ignores the instruction of Mr. Mukund and sells the car to Mr. Naman for ₹ 1,50,000. 
Explain the legal position of contract under Indian Contract Act, 1872 whether: 

(a) Mr. Mukund can recover the loss of ₹ 50,000 from Mr. Parth? 

(b) Mr. Mukund can recover his car from Mr. Naman? 

5. Mukesh is running a grocery store in Delhi. He sells his grocery business, including goodwill 
worth ₹1,00,000 to Rohit for a sum of ₹ 5,00,000. After the sale of goodwill, Rohit made an 
agreement with Mukesh. As per this agreement, Mukesh cannot open another grocery store 
(similar kind of business) in the whole of India for next ten years. However, Mukesh opens 
another store in the same city two months later. What are the rights available with Rohit 
regarding the restriction imposed on Mukesh with reference to Indian Contract Act, 1872? 

6. Shital was a classical dancer. She entered into an agreement with Sharad Vidya Mandir for 50 
dance performances. As per the contract, she was supposed to perform every weekend and she 
will be paid ₹ 8,000/- per performance. However, after a month, she was absent without 
informing, due to her personal reasons. Answer the following questions as per the Indian 
Contract Act, 1872. 

(i) Whether the management of Sharad Vidya Mandir has right to terminate the contract? 

(ii) If the management of Sharad Vidya Mandir informed Shital about its continuance, can 
the management still rescind the contract after a month on this ground subsequently? 
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(iii) Can the Sharad Vidya Mandir claim damages that it has suffered because of this breach 
in any of the above cases? 

7. Paridhee, a minor, falsely representing her age, enters into an agreement with an authorised 
Laptop dealer Mr. Mittal, owner of MP Laptops, for purchase of Laptop on credit amounting ₹ 
60,000/- on 1st August 2022. She promised to pay back the outstanding amount with interest 
@ 16% p.a. by 31st July 2023. She told him that in case she won’t be able to pay the 
outstanding amount, her father Mr. Ram will pay back on her behalf. After One year, when 
Paridhee was asked to pay the outstanding amount with interest she refused to pay the amount 
and told the owner that she is minor and now he can't recover a single penny from her. 

She will be a major on 1st January 2025 and only after that agreement can be ratified. Explain 
by which of the following ways, Mr. Mittal will succeed in recovering the outstanding amount 
with reference to the Indian Contract Act, 1872. 

(i) By filing a case against Paridhee, a minor for recovery of outstanding amount with 
interest? 

(ii) By filing a case against Mr. Ram, father of Paridhee for recovery of outstanding amount? 

(iii) By filing a case against Paridhee, a minor for recovery of outstanding amount after she 
attains majority? 

8. Rohan found a wallet in a restaurant. He enquired all the customers present there but the true 
owner could not be found. He handed over the same to the manager of the restaurant to keep 
the wallet till the true owner is found. After a week, Rohan went back to the restaurant to 
enquire about the wallet. The manager refused to return it to Rohan, saying that it did not 
belong to him. In the light of the Indian Contract Act, 1872, can Rohan recover the wallet from 
the Manager? 

9. Mr. Sohan, a wealthy individual provided a loan of ₹ 80,000 to Mr. Mukesh on 26th February, 
2021. The borrower, Mr. Mukesh asked for a further loan of ₹ 1,50,000. Mr. Sohan agreed but 
provided the loan in parts on different dates. He provided ₹ 1,00,000 on 28th February, 2021 
and remaining ₹ 50,000 on 3rd March, 2021. 

On 10th March, 2021 Mr. Mukesh while paying off part ₹ 75,000 to Mr. Sohan insisted that the 
lender should adjusted ₹ 50,000 towards the loan taken on·3rd March, 2021 and balance as 
against the loan on 26th February, 2021. 

Mr. Sohan objected to this arrangement and asked the borrower to adjust in the order of date 
of borrowal of funds. 

Now you decide: 

(i) Whether the contention of Mr. Mukesh correct or otherwise as per the provisions of the 
Indian Contract Act, 1872? 

(ii) What would be the answer in case the borrower does not insist on such order of 
adjustment of repayment? 

(iii) What would be the mode of adjustment/appropriation of such part payment in case 
neither Mr. Sohan nor Mr. Mukesh insist any order of adjustment on their part? 

10.  Mr. Seth (an industrialist) has been fighting a long-drawn litigation with Mr. Raman (another 
industrialist). To support his legal campaign, Mr. Seth enlists the services of Mr. X, a legal 
expert stating that an amount of ₹ 5 lakhs would be paid, if Mr. X does not take up the case of 
Mr. Raman. Mr. X agrees, but at the end of the litigation, Mr. Seth refused to pay. Decide 
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whether Mr. X can recover the amount promised by Mr. Seth under the provisions of the Indian 
Contract Act, 1872. 

11.  Mr. X, is employed as a cashier on a monthly salary of ₹. 12,000 by ABC bank for a period of 
three years. Y gave surety for X’s good conduct.  After nine months, the financial position of the 
bank deteriorates. Then X agrees to accept a lower salary of ₹. 10,500/- per month from Bank. 
Two months later, it was found that X has misappropriated cash since the time of his 
appointment.  What is the liability of Y? 

12. Mr. Chetan was appointed as Site Manager of ABC Constructions Company on a two years’ 
contract at a monthly salary of Rs. 50,000. Mr. Pawan gave a surety in respect of Mr. Chetan's 
conduct. After six months the company was not in position to pay Rs. 50,000 to Mr. Chetan 
because of financial constraints. Chetan agreed for a lower salary of Rs. 30,000 from the 
company. This was not communicated to Mr. Pawan. Three months afterwards it was discovered 
that Chetan had been doing fraud since the time of his appointment. What is the liability of Mr. 
Pawan during the whole duration of Chetan's appointment. 

13.  'C' advances to 'B', Rs. 2,00,000 on the guarantee of 'A'.  'C' has also taken a further security 
for the same borrowing by mortgage of B's furniture worth Rs. 2,00,000 without knowledge of 
'A'.  C' cancels the mortgage.  After 6 months 'B' becomes insolvent and 'C' 'sues ‘A’ his 
guarantee.  Decide the liability of 'A' if the market value of furniture is worth Rs. 80,000, under 
the Indian Contract Act, 1872. 

14.  A bails his jewellery with B on the condition to safeguard it in a bank’s safe locker. However, B 
kept it in safe locker at his residence, where he usually keeps his own jewellery. After a month 
all jewellery was lost in a religious riot. A filed a suit against B for recovery. Referring to 
provisions of the Indian Contract Act, 1872, state whether A will succeed. 

15.  Amar bailed 50 kg of high quality sugar to Srijith, who owned a kirana shop, promising to give 
Rs. 200 at the time of taking back the bailed goods. Srijith's employee, unaware of this, mixed 
the 50 kg of sugar belonging to Amar with the sugar in the shop and packaged it for sale when 
Srijith was away. This came to light only when Amar came asking for the sugar he had bailed 
with Srijith, as the price of the specific quality of sugar had trebled. What is the remedy 
available to Amar? 

16.  Srushti acquired valuable diamond at a very low price by a voidable contract under the 
provisions of the Indian Contract Act, 1872. The voidable contract was not rescinded. Srushti 
pledged the diamond with Mr. VK. Is this a valid pledge under the Indian Contract Act, 1872? 

17.  Rahul, a transporter was entrusted with the duty of transporting tomatoes from a rural farm to 
a city by Aswin. Due to heavy rains, Rahul was stranded for more than two days. Rahul 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 Rahul on the ground that Rahul had 
acted beyond his authority? 

18.  ABC Ltd. sells its products through some agents and it is not the custom in their business to 
sell the products on credit. Mr. Pintu, one of the agents sold goods of ABC Ltd. to M/s. Parul Pvt. 
Ltd. (on credit) which was insolvent at the time of such sale. ABC Ltd. sued Mr. Pintu for 
compensation towards the loss caused due to sale of products to M/s. Parul Pvt. Ltd. Will ABC 
Ltd. succeed in its claim? 

19.  Azar consigned electronic goods for sale to Aziz. Aziz employed Rahim a reputed auctioneer to 
sell the goods consigned to him through auction. Aziz authorized Rahim to receive the proceeds 
and transfer those proceeds once in 45 days. Rahim sold goods on auction for Rs. 2,00,000 but 
before transferring the proceeds of the auction, became insolvent. Assess the liability of Aziz 
according to the provisions of the Indian Contract Act, 1872. 
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20.  Bhupendra borrowed a sum of Rs. 3 lacs from Atul.  Bhupendra appointed Atul as his agent to 
sell his land and authorized him to appropriate the amount of loan out of the sale proceeds. 
Afterward, Bhupendra revoked the agency. 

Decide under the provisions of the Indian Contract Act, 1872 whether the revocation of the said 
agency by Bhupendra is lawful. 
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