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Answer: 1

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 IndianContract 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.

(7 Marks)

Answer: 2(a)

Under following circumstances, the contracts need not be performed with the consent of both the

parties:

(i) Novation: Where the parties to a contract substitute a new contract for the old, it is called
novation. A contract in existence may be substituted by a new contract either between the
same parties or between different parties the considerationmutually being the discharge of
old contract. Novation can take place only by mutual agreement between the parties. On
novation, the old contract is discharged and consequently it need not be performed.
(Section 62 of the Indian Contract Act, 1872)

Rescission: A contract is also discharged by recission. When the parties to a contract agree
to rescind it, the contract need not be performed. (Section 62)
Alteration: Where the parties to a contract agree to alter it, the original contract is
rescinded, with the result that it need not be performed. In other words, a contract is also
discharged by alteration. (Section 62)
Remission: Every promisee may dispense with or remit, wholly or in part, the performance
of the promise made to him, or may extend the time for such performance or may accept
instead of it any satisfaction which he thinks fit. In other words, a contract is discharged by
remission. (Section 63)
Merger of rights: When the inferior rights and the superior rights coincide and meet in one
and the same person. In such cases, the inferior rights merge into the superior rights. On
merger, the inferior rights vanish and are not required to be enforced.

(6 Marks)

Answer: 2(b)

Responsibility of finder of goods (Section 71 of the Indian Contract Act, 1872): A person who

finds goods belonging to another and takes them into his custody is subject to same

responsibility as if he were a bailee.

Thus, a finder of lost goods has:

(i) to take proper care of the property as man of ordinary prudence would take

(ii) no right to appropriate the goods and

(iii) to restore the goods if the owner is found.

In the light of the above provisions, the manager must return the wallet to X, since X is entitled

to retain the wallet found against everybody except the true owner.

(4 Marks)

Answer: 3
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Yes, P can recover the amount from D. Section 69 states a person who is interested in the
payment of money which another person is bound by law to pay, and who therefore pays it, is
entitled to get it reimbursed by the other. In the present case, D was lawfully bound to pay
rent. P was interested in making the payment to D’s landlord as his carriage was seized by him.
Hence being an interested party P made the payment and can recover the same from D.

(4 Marks)
Answer: 4(a)
Subsequent or Supervening impossibility (Becomes impossible after entering into contract):
When performance of promise become impossible or illegal by occurrence of an unexpected
event or a change of circumstances beyond the contemplation of parties, the contract becomes
void e.g. change in law etc.
Also, 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.
In the given question, after Mr. X and Mr. Y have entered into the contract to supply 50 tons of
sugar, the event of flood occurred which made it impossible to deliver the sugar within the
stipulated time. Thus, the promise in question became void. Further, Mr. X has to pay back the
amount of Rs. 50,000 that he received from Mr. Y as an advance for the supply of sugar within
the stipulated time.
Hence, the contention of Mr. Y is correct.

(5 Marks)

Answer: 4(b)

Discharge of a Contract:

A Contract may be discharged either by an act of parties or by an operation of law which may
be enumerated as follows:

(1) Discharge by performance which may be actual performance or attempted performance.

Actual performance is said to have taken place, when each of the parties has done what he
had agreed to do under the agreement. When the promisor offers to perform his obligation,
but the promisee refuses to accept the performance, it amounts to attempted performance
or tender.

Discharge by mutual agreement: Section 62 of the Indian Contract Act, 1872 provides that if
the parties to a contract agree to substitute a new contract for it or to refund or remit or
alter it, the original contract need not to be performed. Novation, Rescission, Alteration and
Remission are also the same ground of this nature.

Discharge by impossibility of performance: The impossibility may exist from its initiation.
Alternatively, it may be supervening impossibility which may take place owing to (a)
unforeseen change in law (b) The destruction of subject matter (c) The non-existence or
non-occurrence of particular state of things (d) the declaration of war (Section 56).

(4) Discharge by lapse of time: A contract should be performed within a specific period as
prescribed in the Law of Limitation Act., 1963. If it is not performed the party is deprived of
remedy at law.

(5) Discharge by operation of law: It may occur by death of the promisor, by insolvency etc.

(6) Discharge by breach of contract: Breach of contract may be actual breach of contract or
anticipatory breach of contract. If one party defaults in performing his part of the contract
on the due date, he is said to have committed breach thereof. When on the other hand, a
person repudiates a contract before the stipulated time for its performance has arrived, he
is deemed to have committed anticipatory breach. If one of the parties to a contract breaks
the promise the party injured thereby, has not only a right of action for damages but he is
also discharged from performing his part of the contract (Section 64).

(7) A promise may dispense with or remit, wholly or in part, the performance of the promise
made to him, or may extend the time for such performance or may accept instead of it any
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satisfaction he thinks fit. In other words, a contract may be discharged by remission.
(Section 63).

(8) When a promisee neglects or refuses to afford the promisor reasonable facilities for the
performance of the promise, the promisor is excused by such neglect or refusal (Section
67).

(9) Merger of rights: Sometimes, the inferior rights and the superior rights coincide and meet in
one and the same person. In such cases, the inferior rights merge into the superior rights.
On merger, the inferior rights vanish and are not required to be enforced.

(7 Marks)

Answer: 5

Appropriation of Payments: In case where a debtor owes several debts to the same creditor

and makes payment which is not sufficient to discharge all the debts, the payment shall be

appropriated (i.e. adjusted against the debts) as per the provisions of Section 59 to 61 of the

Indian Contract Act, 1872.

(i) As per the provisions of 59 of the Act, where a debtor owing several distinct debts to one
person, makes a payment to him either with express intimation or under circumstances
implying that the payment is to be applied to the discharge of some particular debt, the
payment, if accepted, must be applied accordingly.

Therefore, the contention of Mr. Datumal is correct and he can specify the manner of
appropriation of repayment of debt.

As per the provisions of 60 of the Act, where the debtor has omitted to intimate and there
are no other circumstances indicating to which debt the payment is to be applied, the
creditor may apply it at his discretion to any lawful debt actually due and payable to him
from the debtor, where its recovery is or is not barred by the law in force for the time being
as to the limitation of suits. Hence in case where Mr. Datumal fails to specify the manner of
appropriation of debt on part repayment, Mr. Sonumal the creditor, can appropriate the
payment as per his choice.

(iii) As per the provisions of 61 of the Act, where neither party makes any appropriation, the
payment shall be applied in discharge of the debts in order of time, whether they are or are
not barred by the law in force for the time being as to the limitation of suits. If the debts are
of equal standing, the payments shall be applied in discharge of each proportionately.
Hence in case where neither Mr. Datumal nor Mr. Sonumal specifies the manner of
appropriation of debt on part repayment, the appropriation can be made in proportion of
debts.

(6 Marks)
Answer: 6
(i) As per Section 51 of the Indian Contract Act, 1872, when a contract consists of reciprocal
promises to be simultaneously performed, no promisor needs to perform his promise unless
the promisee is ready and willing to perform his reciprocal promise.
Such promises constitute concurrent conditions and the performance of one of the promise is
conditional on the performance of the other. If one of the promises is not performed, the other
too need not be performed.
Referring to the above provisions, in the given case, Mr. S is not bound to deliver goods to Mr. R
since payment was not made by him at the time of delivery of goods.
(ii) Promise to pay time-barred debts - Section 25 (3): Where there is an agreement, made in
writing and signed by the debtor or by his agent, to pay wholly or in part a time barred debt,
the agreement is valid and binding even though there is no consideration.
In the given case, the loan given by Mr. Y to Mr. G has become time barred. Thereafter, Mr. G
agreed to make payment of full amount to Mr. Y.
Referring to above provisions of the Indian Contract Act, 1872 contract entered between
parties post time barred debt is valid so, Mr. G is bound to pay the agreed amount to Mr. Y
provided the above mentioned conditions of section 25 (3) are fulfilled.
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(iii) Where there is a breach of contract for supply of a unique item, mere monetary damages
may not be an adequate remedy for the other party. In such a case, the court may give order
for specific performance and direct the party in breach to carry out his promise according to the
terms of contract. Here, in this case, the court may direct A to supply the item to B because the
refusal to supply the agreed unique item cannot be compensated through money.

(6 Marks)

Answer: 7
Essential characteristics of a contingent contract: A contract may be absolute or contingent. A
contract is said to be absolute when the promisor undertakes to perform the contract in all events.
A contingent contract, on the other hand “is a contract to do or not to do something, if some event,
collateral to such contract does or does not happening (Section 31). It is a contract in which the
performance becomes due only upon the happening of some event which may or may not happen.
The essential characteristics of a contingent contract may be listed as follows:
(i) There must be a contract to do or not to do something,
(ii) The performance of the contract must depend upon the happening or not happening of
some event.
(iii) The happening of the event is uncertain.
(iv) The even on which the performance is made to depend upon is an event collateral to the
contracti.e. it does not form part of the reciprocal promises which constitute the contract.
The even should neither be a performance promised, nor the consideration for the promise.
(v) The contingent even should not be the mere will of the promisor. However, where the event
is within the promisor’s will, but not merely his will, it may be a contingent contract.
The rules regarding the contingent contract are as follows”

(1) Contingent contract dependent on the happening of an uncertain future cannot be enforced
until the event has happened. If the even becomes impossible, such contracts become void.
(Sec.32).

(2) Where a contingent contract is to be performed if a particular event does not happening
performance can be enforced only when happening of that evenbecomes impossible (Sec.
33).

(3) If a contract is contingent upon, how a person will act at an unspecified time the even shall
be considered to become impossible; when such person does anything which renders it
impossible that he should so act within any definite time or otherwise than under further
contingencies (Section 34, 35).

(4) The contingent contracts to do or not to do anything if an impossible even happens are void
whether or not the fact is known to the parties (Sec. 36).

(5 Marks)
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