CA-Foundation
Contract Act Test

Question 1.

Mr. Sohanlal sold 10 acres of his agricultural land to Mr. Mohanlal on 25th
September 2020 for %25 Lakhs. The Property papers mentioned a condition,
amongst other details, that whosoever purchases the land is free to use 9
acres as per his choice but the remaining 1 acre has to be allowed to be used
by Mr. Chotelal, son of the seller for carrying out farming or other activity
of his choice.

On 12th October, 2020, Mr. Sohanlal died leaving behind his son and life.
On 15th October, 2020 purchaser started construction of an auditorium on
the whole 10 acres of land and denied any land to the son. Now Mr. Chotelal
wants to file a case against the purchaser and get a suitable redressal.
Discuss the above in light of provisions of Indian Contract Act, 1872 and
decide upon Mr. Chotelal's plan of action? (4 Marks)

Question 2 (4 Marks)

Mr. Ahuja of Delhi engaged Mr. Singh as his agent to buy a house in West
Extension area. Mr. Singh bought a house for 20 lakhs in the name of a
nominee and then purchased it himself for 24 lakhs. He then sold the same
house to Mr. Ahuja for 26 lakhs. Mr. Ahuja later comes to know the mischief
of Mr. Singh and tries to recover the excess amount paid to Mr. Singh. Is
he entitled to recover any amount from Mr. Singh? If so, how much? Explain

Question 3 (4 Marks)
Examine whether the following constitute a contract of 'Bailment' under the
provisions of the Indian Contract Act, 1872:

(i) V parks his car at a parking lot, locks it, and keeps the keys with himself.
(ii) Seizure of goods by customs authorities.

Question 4 (4 Marks)
Give differences between Bailment and Pledge.

OR

Question 4 (4 Marks)
Ishaan, aged 16 years, was studying in an engineering college. On 1st March,
2018 he took a loan of * 2 lakhs from Vishal for the payment of his college



fee and agreed to pay by 30th May, 2019. Ishaan possesses assets worth
X15 lakhs. On due date Ishaan fails to pay back the loan to Vishal. Vishal
now wants to recover the loan from Ishaan out of his assets. Decide whether
Vishal would succeed referring to the provisions of the Indian Contract Act,
1872.

Question 5 (6 Marks)

Mr. Chetan was appointed as Site Manager of ABC Constructions Company on
a two years' contract at a monthly salary of 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 50,000 to Mr. Chetan because of financial
constraints. Chetan agreed for a lower salary of 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.

Question 6 (7 Marks)

“An anticipatory breach of contract is a breach of contract occurring before
the time fixed for performance has arrived”. Discuss stating also the effect
of anticipatory breach on contracts.

Question 7 (5 Marks)
"Liquidated damage is a genuine pre-estimate of compensation of damages
for certain anticipated breach of contract whereas Penalty on the other hand
is an extravagant amount stipulated and is clearly unconscionable and has no
comparison to the loss suffered by the parties”. Explain.

Question 8 (6 Marks)

X, Y and Z jointly borrowed 90,000 from L. Decide each of the following
in the light of the Indian Contract Act, 1872:

(i) Whether L can compel only Y to pay the entire loan of ¥90,000?

(ii) Whether L can compel only the legal representatives of ¥ to pay the loan
of %90,000, if X, Y and Z died?

(iii) Whether Y and Z are released from their liability to L and X is released
from his liability to Y and Z for contribution, if L releases X from his liability
and sues Y and Z for payment?

Question 9 (6 Marks)

"X' agreed to become an assistant for 2 years to 'Y' who was practicing
Chartered Accountant at Jodhpur. It was also agreed that during the term



agreement ‘X' will not practice as a Chartered Accountant on his own account
within 20 kms of the office of 'Y' at Jodhpur. At the end of one year, 'X'
left the assistantship of 'Y' and started practice on his own account within
the said area of 20 Kms.

Referring to the provisions of the Indian Contract Act, 1872, decide whether
'X' could be restrained from doing so?

OR

Question 9 (6 Marks)
What is Contingent Contract? Discuss the essentials of Contingent Contract
as per the Indian Contract Act, 1872.



