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PAleT-A 

I 
Contract of Indemnity 

and Guarantet 

'lna.~W\Jl\ify' wi.eaVliJl\9: To ww.ke good the 
loss IV\Cuvved by aV\othev pevsoV\. 

Parties to Cot'\tr-o.ct of 
IY\deW\Vlity 

Rights of 
ln.deMnity Holder 
Right to recover 1 Sec.1...24 covevs the losses ca.used: 

(1) By the COV\duct of pvoVV\isov- hiVV\self ov 
(ii) By the COV\duct of aV\y oth.ev- pevSOV\. · 
But as pev dec isioV\ takeV\ iV\ case of 
CiajaV\aV\ Mov-eshwav- vis Mov-eshwa.v
MadaVl (1..q4.2) , losses by coV\duct of 
pvoW\isee, ov accideVlt, ov act of Ciod. 

IV\deVV\Vlifier' - wl,,.o pvoW\ises 
to coVV\peV\sate Fov tl,,.e loss, □ a(( daW\a9es, 

□ costs of suit 

t auaraJl\tee1 

wi.ea J'li Y\9: 

CoVltvact to 
pevfovW\ tl,,.e 
pvoW\1Se, ov 
dischavge tl,,.e 
liability, of a 
tl,,.iv-d pevSOV\ 
iV\ case of l,,.is. 
default. 

' IV\deVV\Vlity Holder' or- the 
' IVldeW\Y\ified' - wl,,.ose loss 
is to be VV\ade good 

□ othev- SUW\S. 

J 

~~ 
Parties to CoY\tvact of 
auavat'\tee 

Surety: Who gives the 
guavaV\tee, 

· Pr-iY\cipaf Debtor: /1t1. 
vespect of whose default 
tl,,.e guavaV\tee is giveV\ , 
Cveditor-: To whoVV\ the 
guaraV\tee is giveV\ 

EsseJ'ltial Features 

1-. Purpose· , f • ' 0 secuv-e the pauVV\eVtt o a debt ::1 

2 - Col'\.sider-at · divect . ,o~: Must be t/ttev-e, VV\a!:} be ll I ov tV\.dwect 
3. Existel'\.ce f {" . . 11 lega.{(!:1 : ,ab,l,ty: Liability VV\ust be 1 ' 

ell\. ovceab[e, V\Ot tiW\e barred. 
4. No VV\isv 

epveseV1.tatioV\ ov coV\.cea/wi.ef''-t 
s . Ma.!:1 be ova{ ov w ·tt 
~ J. n eV\ . OtV1.i1t1.g of . . f pvovided . co - stAvettes W\ust be i 

tV\ coV\tvact. 



Types of Ciuarantee . 

Specific at.laral'ttee 
Cot-1.tint.le 

at.larantee 
By Revocation 

:1- . Ciuara.V\tee 1- . Ciuarall\tee 1-. By Notice , 
wl-1ich wl-1icl-1 
exteV\ds to a 

2. By suvety 1s 
extevi.ds to 

siV\9le debt/ series of 
death , 

specific tra.V\SO.ctiovi., 3 . By Novatiovi. , 

tra.vi.sactiovi., 
2 . Suvety's 

2 . Surety 1s · liability 
liability COV\tivi.ues 
coMes to aV\ CAV\til the 
eV\d wl--\eV\ revocatiovi. 

9ua ra.11\teed of the 

debt is duly 9uarnvi.tee, 

discl--\av9ed. 

Agaif'\St Principal Debtor-

1. Ri9j,\t of sv.bv-ogatio/1\ 

2. Ri9j,\t of /11\deVV\V\ity , 

1-..,. r-l- Ari- . 18?2 

Against Creditor 

1. Ri9ht to SecuV'ity 

2 . Rj9l,;t to Set off 

3. ·Right to shdiV'e 
v-eductioVt · 

By Cond,,.ct of On Invalidation 

Creditors of Col'ttract of 

al,(arantee 

1-. By vaviaVtce 1-. Ciucu·cMtee 
iV\ tevW\s , obtaiVted by 

2 . By velease ov W\isvepveseVttatioV\ , 
discl-10.vge of 

2. CiuavaVttee obtained 
PD, 

3. CoW\positioVt 
by coV1.ceo./W\eV1.t , 

with PD, 3. Ciuavo.Vttee OV\ 

4 . I W\paivivi.9 coVttvact that 

suvety 1s cveditov shall Vtot act 

veW\edy , OV\ it uVtti/ co-suvety 

JOIV\S 

Against Co-Su.rities 

1 . Ri9ht to cfaiM 
coVttV'ibutioVt equa{{y, 

2. Right to cfaiM 
c,oVttV'ibutioVt oVt(!J 
a9v-eed SIAM 



pAJZT-8 

Q:1- . 5 asks R to beat T aV\d . 
aVtd is fiVted ~ so,ooo. Ja~o;,sles_ to iVlde1MVtif!j R ago.inst t he consequeV1 ces. f< beats 

c a,IN\ ~ so,ooo fv-oW\ s. r 
Sol. 

Provision 

--f, contv~of iVldeW\Vlit to be . . ,:Vtcf ~e£.. Y valid W\ust Fu/ft/ all t/,,.e _e!~entials_of a valid contract which 

( a) Offer aVld acceptaV\ce 

(b) IVlteVltioV\ to create legal obligatioVt 
(c) CoVlsideratioV\ 

( d) CoW\peteV\cy to COV\tract 

( e) Free COV\SeV\t. 

(f) Lawful object -

(g) The agreeW\eVlt W\ust not be expressly dec/av-ed to be void. Eg: A9v-eeVV1.ent in v-estv-o.int 
of trade 

(/,,.) The terVVI.S of t/,,.e _agreeVVl.eVlt W\ust Vlot be vague ov- u.Vtcev-tain 

(i) The 'agreeW\eV\t VV\USt be ca.pable 'of pev-forW\ance-An agv-eeW\ent to do aV\ lW\possible . 
act is void. 

(j) Legat forW\a(ities 

Analysis and conclusion 
R CO.V\V\Ot claiW\ ~S0,000 froW\ S because {the object of t/,,.e qgreeW\ent was u.nlawfu. Q 

Q2. State the rights of the iVtdeVV1.Vtity-hof der wheVt sued? 
So{. 6 w rdiVlg to the S_!:ftioVt 1-25 of the IVtdiaVt Contract Act,1-8 72 the iVldeW\nit!j ho{dev

i.e. , prowiisee iVl a contract of indeW\nity, actiVtg withiVt t/,,.e scope of his au.p,ov-lt!j , is 
eVltitfed to recover frowi the proW\isor: ' 
(,) a{{ daW\ages which he VV\ay be coVV\pe{{ed to pay IV\ O.V\!j suit IV\ vespect of a/r'\y W\attev 

to which the pvoMise to indeVV1.Vtify applies. 
(i,) a(/ costs which he May be coMpe{{ed to pay IV\ an!j such suit, if in bv-ingiVtg ov

defendiv-..g it, /,,e did not coV\tvavene the ovders of the proW\isov-, aVtd acted as it 
would /,,ave been prudent for /,,iW\ to act iv-.. t/,,.e absence of any contv-act of iVtdeW\Vtity , 
ov if the pvoMisov authorised hiVVI. to bring or defend the suit. 

(iii) all su.MS which J,,e W\ay /,,ave paid u.Vtdev- the tevVVI.S of any coW\pV-oW\ise of any such 
suit, if the coMpvoMise was VtOt coVttrary to the ov-ders of the pvoW\isov aVtd was oVte 
which it would have been pvudeVtt For the proVV1.isee to W\ake iVt trie abseVtce of O.V\f:J 

coVltract of iVldeW\Vtity , or if tr.e pv-oW\isor authorised r.iW\ to coW\pVoW\ise the su it 

/'/,. , T . . -1 · . _ r ,....,,,1--i,.,-.r/- Ar /- 1~7-2 



( w itl,t his n"ghts m tVie e'I,, . h ·ct--. dea fs OV\ !:J . _, . Sution 1-25 is b!:J V\O 1/11\eaV\S ext--.aust,ve, w 1 
• hts besides those W\e >'\t o ..... ea a,;. 

l,,.is being sued. The iVldellV\Vlity ho fdev has ot t--.ev ng { t t,,.e is eVltit (ed t o ca(( A, p• ' ,. t· b'('t u is abso u e, J., , IF he l,,.as IV\CUV'V'ed a (iabi{ity aV\d t Y\at ,a 1 1 ::1 • Cf . b'{' d to pay ,tor,. IIV\ V\1 fiev t o save hil/V\ fvol/V\ that (1 a 1 ,ty aV\ 
. CoV\tv-act Act, 1..8 7 2 What V\e 'CoV\tl'"act of IV\del/V\V\ity> as per- the IV\dta V\ { to exp laiV\ tl,,,.e co.,_t .:'! . ,,.._ · exavvtp e Ya • . t l,,.e parties to a COV\tl'"act of iV\dellV\V\ tty? L1 1Ve aV\ · · 

iV\dellV\V\ity . 
:1- 8 72 a COV\t vact by which ~ So(. AccoV'd iV\g t o sectioV\ 1-24 of tl-te IV\diaV\ CoV\tv-act Act, , d t F th '~ 

party prorvtises to save the other froM loss caused to hiwi by the COV\. uc fo . de pror., :: 
· {fed a " coV\.t v-act o tr\ e'1\·u1.1t1.1 hil/V\se (f, OV' by the coV\duct of aV\y otl-tev pevSOV\ , 15 ca :.1 

,_ rtu who promises t o iV1.de~ 'r\ : Ther-e ar-e two parties iY\ this forW\ of coY\tract. TY,e pa ::1 : ,. ,. f · , · d ,·f,·e,,.. whereas t he parlu wt--save tne otnev party r-O1/11\ ( oss ,s kVlOWV\ as IV\ el!V\Vl ' ' . . ;; · . 
pr-01/11\ ised to be saved agaiV\St the (oss is kV\OWVl as 'iV1.del!V\V1. ified> or- tV\.d emn,t y "1olaer 
Exarvtple: A 1/11\ay coV1.tract to iV\dellV\V\ify B agaiV\St tl-te coV\sequences o f any P1"0ceeo. ,·~: 
whicl-t C 1/11\ay take agaiV\St B iVl respect of a Sul/II\ of ~5000/ - advaV\ced by C to 3 
coV\.sequeV\.ce , w t--.eV\ B wl,,.o is ca((ed upoV\ to pay the Su l!V\ of W\OV\.ey t o C fa ils t o do :: 
C ou(d be ab(e t o recover tl-te al/V\OUV\t frol/V\ A as provided iV\ SectioV\ 1-24. 

~ Define co .. tr-act of ;,.deWtv,ity av,d co .. t racl of 9~ar-a"'f" a"'d sto.t:ce the co"'ditions ""'' 
9uar-aV\.tee is consider-ea IV\Va (id? 1\ 1 f f} po) I ~ [ ~ C + I Cl Y\.-'(,V ..-2J 

So{. SectioVl :1- 2 4 of tl-te IV\d taV\ CoV\tract Act, 1- 8 7 2 says that "A CO V\ tv-act by wh ~, 
O>'\e party proWtises to save the other- froWt loss caused t o h im hy the cona'-' :· 
of tt,,. e pvol/V\isov t,,.il/V\seff, or- tt,,.e coV1.d uct of aV1. u persoV\ •> ·s {{ d " t t , • d •t ,, ::1 • 1 ca e a co Y\ rac o 1n eWl. n t y . 

Section. 1-2" of tl,,.e IV1.diaV1. CoV\tvact Act says that "A c t . . . . . . OV\ vac t to p evforM tl--le pro,~·.> 1/11\ade ov d ,scl,,.arge {1ab tf1ty tV\Curved by a thivd pers · 
OV\ tV\ case of his d f /t ' ' ·s ca c · as "con.tr-act of guaraY\tee' '. e au • 1 

Tt,,.e coV\ditioVl5 uV\der whict,,. tt,,.e 9uavaV\tee is · / 'd 
f ,v\Va i ov void ar-e stated t"' seic -1-4 2.~1-43 aNi. 1-44 o t he IV\dian Contvact Act /> 

'' "'V'e. 
(i) G tararttte obtairted by Means of Misr-epr-• . 

,;,,Set'\tat,on. 
(it) Cr-ed itor- obtaiV\td any gua r-aV1.tee b~ l'\'\ 

Cl·v-c" "'A<'ta"'ces eans of kee pi"'g ·r r ,Mr,.:, n 
r\ 5/ t t'\Ct as t o jl\,,,,t l I 

( ii,) ~✓htn contract of g1Aar-an.tee is cnt er-ed · t 
I V\ 0 On ti,-. 

rv" f /ll' t upon 1t Ul"til aV1other- per<"on 1 . . e rondit io~ tJia t t'- ,, . , t ~, .J' - 1-1a5 )Otned_ . . n c I t 4 , • pa r-t 1-t rails tJ Jv VI. as sucl,,. tn 1t as co SLc ~~ .. t ~t,., •" '.J Clt\( l t lh~f ·' 



(s tiV\guist,.. betwee/1\. a 
,5 , C t coV\tv-act F 

.. /ru11tl V\ OV\ v-act Act, 18 72_ o IV1.demV1.it aV1. 
· Y d a coVttv-act of Cit,tav-aVttee as pev Tt,,.e 

, f-J1,<vvt ber,of 
I party/ Parties to 
, the. coVttract 
Nature of liability 

,iVV'le of liability 

,iMe to act 

R19ht to sue t0.iv-d 

party 

1 Pu rpose 

T0.ev-e av-e o ( 
tL . /1\. !:J two p t · 
ne t/1\.deV\I\ 'f• av- 1es Vtame/u 

t L , /1\./ tev- [p , :::J 

ne t/1\.de,,,A ·r· V-Om1sov-] O.V\d 
.V\/1\_( ted . 

Tl,,.e lia.bi(it f V-~V\l\1see 
. !J o t0.e tV\d 'f• 

pnV\l\a.v-y a.V\d eVV1.V\1 1ev- is 
U./1\.CoVlditioV\a(. 

T0.e I ia.bilit f . 
· Y O tl,,.e tVldeVV1.Vlifiev-

a.nses oM.lu 0 "'- ,_ 
• :::1 tne 0.appeV\iV\g of a 

co"'-tt"'-Be"'-cy. 

Th.e iM.deV\I\M.ifiev Vleed V\Ot act at 

th.e Re u.est of iVtdeW\Vtit ho/dev 
1"'-deVV\M.ifiev CO.V\.Vtot sue a thivd 

pav-ty For loss iVt h.is owVt V\O.W\e as 

th.eve is "'-O pvivity of coVttvact. Such 

a n9h.t would avise oVt/y if theve is 

aVt assi VtW\eVtt iVt h.is fa.vouv. 

ReiVV\burseVV\eVtt of loss 

Tt,..eve ave tv\Vee pavties cveditov, 
pviVtcipal debtov aVtd suvety . 

The (iability of the suvety is 

secoVtdavy aVtd coVtditioVta( as \ 

tt,..e pv-iW\avy (iability is that of 
tt,..e v-iVtci a( debtov. · 

The (iabi/ity arises oVt(!J OV\. the 

V\.OV\. pev-fovW\aVtce of aVt existiVt9 

pv-oW\ise ov VtOV\- payW\eVtt of 

aVt existiVt debt. 
The suvety acts at the vequest 

of viVtci a.I debtov. 

Suvety ca.V\ proceed aga.iVtst 

pviVtcipa.l debtov iVt his OWV\. vight 

because he gets a// the vight of 

a cveditov a.Ftev discl-1a.vgiV\g the 

debts. 
Fov th.e secuvity of tl,,.e cveditov 

Q6. Paul ( VV\tVtov-) puv-ch.ased a SVV\a.vt ph.oVte OV\. cvedit fvoW\ a W\obile dea.lev OV\ tl,,.e su.vety 

giveVt by fv1v-. Jack, (a VV\o.jov). Paul did V\Ot pay fov tl,,.e W'lobile. The VV\obi(e dealer 

deWta.Vtded th.e payVV\eVtt froVV\ fv'!r. Jack because tl,,.e coVltva.ct eVtteved with Paul (VV\iVtov) 

is void. fv1v-. Jack av-gued th.at he is V\Ot (iable to pay tl,,.e a.W\ouVtt siVtce Pa.u.( (PviVtcipa.l 

Debtor) is VtOt {iab{e. Wh.ethev the avgu.VV\eVtt is covvect uVtdev tl,,.e /Vtdia.Vt CoVttva.ct Act, 

18 72? Wh.at wif { be youv aVtswev if Jack aVtd Paul botl,,. ave VV\iVlov? 

So/. In the case of a coVttv-act of guaraVttee, where a _MiV\or (s a priV\cipa( debtor, the ~oV\tract 

is sti{{ valid {Vt th.e iveVt questioVt, the coVttv~c~ 1s a va(1d c~Vttva.ct_ a.Vtd Jack (W\0-)ov) _sl,,.all 

b 1· bl · t'- 9 uVtt eveVt if Pau.l (PnVlctpal debtov) 1s V\Ot liable (as Paul Is VV\1Vtov). 

e 1a e to pay V\e aVV\o . . 

If b h. d p { e VV\iVtOVS theVt the agveeVV\eVtt of gu.avaVttee 1s void because the 

ot Jack aVt ,~u a~ 'pal debtov are IV\COVV\peteVtt to coVttvact. 

½
rety as we({ as tv,e pnVtCt 

Q7 ( • d a' fov the tva.VtsactioVtS to be doVte betweeVt 'ViveVtdv-a. ' 

~V~M.dv-a.' guav-~Vttees VweVt hvof fvlavch , 2 02j... (ViveVtdva' supplied goods of ~30,000 

.J & J1teM.dva 1 dunVtg the VV\OVtt 
000 

OV\. 03 _o3.202j.. to (JiteVldva'. 0Vt 05.03.2021- , 

OIi\ 01. .03 .2021- aVtd of ~20). t OVt j_0.03.202j.. , beiV\.g igVtoVaV\.t of tl,,.e death of 

'SuveM.dva. ' died tV\. a voad accideVt (. d goods of ~40,000. OV\. default i{\ payW\eV\t by 

·su veVtdva: (Viv-eVtdv-a' fuv-t~ev- sdup~ ,e ed OV\. le 11al t,,.eirs of 'SuveV1.dva. 1 Fov vecovev0 oF 

' j ' d t rvweVt va SU :::; . bl ·- .J 

1te M.d v-a > OV\ due a e, al t,,.eivs of rsureV\dra , ave l1a e q uru.te.L 

~qo,o.oo. escv-·be!.._whethev- le~ ~ t,lhat would be youv a.V1.swev, if tl,,.e est ~t~_ o!_ 

Pro ✓isio V\S of IVtdiaJt.l. 7'mcc~ ly? 

·rlAVeV\dva ' is worth of <45,0
00 OV\ . 

_ .. I\,~ 1872 



syL1. I f J~ · • iVt tl,,te abseV\ce o a coV\t1-. rov1s1or\ Act :1- 8 7;2.) f tl,,te suvetu qq 
d . CoV\tvact death o ;:J as to t' 

Sol. 

AccovdiVtg to sectioV\ 1..31.. of IV\ tO.V\ ked by the . bf for those tra~ ~1 to coVttvavy a coVttiVtu.iVtg guaran.tee is revo t 00wevev) t,a e , t ~ct;o~ 
' f d ased su.re Y) ed suvety s es a.te Will fu.tu.ve tvaVtsactioVts. Tl,,.e estate o ece r~ t ·wie of deceas · ·p tt---.. "ot 

which. had already taken. place durin.g th.e I e 
I 
th.e death. of siwety eveV\ 1 e creditot 

be liable Fov tJ,,.e trar\Sactior\5 taken. place a~er 
l,,.ad VtO kVtowledge of suvetf/S deatl,,.. 

Ar\alysis an.d con.clusior\ . t be doV\e betweeVt 'VireV\d , 
c tl,,. tVO.V\SaCtfOV\S O Y'Q IV\ tJ,,.is questioVt, 'SuveVtdva' was suvety ror e . d ,.,, supplied goods of ~3o,oO0 . . . ,_, ,.,0;2.:1- 'V,veVt r"' , & 'J1teVtdvo.

1 

duvtVtg t J,,.e W\OVttt,,. of Marc"' ~ · d 1-O 03 02021- vespective/u 
j.. 03 03 ;2.02:1- C,lV\ . . J' <20,000 o.Vtd of<40,ooo oVt 01..03.202 .' · · . the kVtowfedge of 'ViveVtdra'. Whe~ 

'SuveVtdro. 1 died iVt a road accideVtt but tJ,,.,s was V\Ot IV\. . t l gal heirs of 'SuveV\d , · · · d I p·1 d swt ago.1VtS e ra 'J1teVtdra' defaulted IV\ payW\eVtt, 'VweVt va I e 
Fov recovev!j of fu{{ aW\ouVtt i.e. tqo,ooo. 
0Vt tJ,,.e basis of above it caVt be said iVt case of death of surety ('SureV\dra,) , his le9al 
l,,.eirs are fiable oVtl!:J f;v t l,,.ose t raVtsactioVtS whicl,,. weve eV\teved be fore os.o3.2 o21. i.e. 
For t 5o,ooo. Tl,,.e!J are Vtot liable for- tJ,,.e tro.VtsactioVt doVte OV\ 1-0.03.2021- eveVt t hou9n 
Viv. Vld a l,,.ad V\O kVtowledge of deatl,,. of SureVtdva. 

F rtt,,. r , if tJ,,.e wortl,,. of tJ,,.e estate of deceased is OVtly_ <45)000) the (ega( heivs are liable 
is aW\OUV\t OV\ly. 

/v1 egh.a advaVtces to Nisl,,.a <5,000 OV\ the guaraVttee of PreVI:\._ Title (oaVt carv:ie~ tevest 
at teVt perceVtt per aVtVtUW\. Subsequ~Vttly , Nisha becoW\es §;Vtcia{(y eW\bavn::is@ OI\ 
Nisl,,.a's request, Megl,,.a veduces tl,,.e 1Vttevest to six pev ceVtt pev aV1.V1.U ~ aVtd does v,.ot 
su.e Nisl,,.a For oVte year a~ev tJ,,.e loo.Vt becoW\es due. Nisha becoV\l\es iV1.so(veV1.t. CaV\ fvl eg~a 
sue PreW\? 

Decide your aVtswer iVt refeveVtce to tl,,.e provisioVts of tt---..e C t 
OVI. vact Act) 1-8 72. 

Provisior\ 

AccordiVtg to sectiov.i,_ 1-33 of tt,,.e IVtdiaVt CoVtt•,.act A 
' ' ct 1. 8 7 · ariY variaY\ce it'\ the terW\S of coVttvact betweeV\ tne p . . J 2, wltlere th.eve 15 

surety's COr\Sen.t, it would discharge the surety iVt V'IVtcipa.l d.ebtov aVtd. creditor without 
subsequer\t to such. variar\ce. vespect of al( transactions takiVlg p/ace 
Ar\alysis ar\d Cor\clusior\ 

Heve , iVt tl,,.e giveVt situatioVt, fv1egna caVtVtct S<Ae P , 
FvoW\ liabifit!:J wneVt, witnou.t nis coVtsent, tl,,.e c d~e'1\i\ , beca<Ase a su.vetu is di5d ,M~/i 1 

· ,_ ,_ · · ( d b ve ttor ltll\ k J , of t,,. is COV\tvact w,t"' tY\e prtV\CtpC-\ e tqv V\o ltll\ a es 0.11\.u cl,,. . t '- e tcr1'~ . ( ' a.ttev wt,,. ,_ ;:J an9e IV\ Y1 , to t l,,.e suvet~ ov does Vtot W\atenC-\ f!:J affect t'- . etY\ev t h.e v . t. . h c(,>1 
Y\e Pos1tioV\ oF ana 1ovi. ,s fl" · 

t l,,.e su.r-ety. 



sol. 

~ 

M...-. Sl-\asl-\aV\k is 
1 , eW\p oyed 

fo r- a period f t'- a.s a. ca.sl,,.iev OV\. a. '-/ 0 vwee yea.vs. Ya.st,,. MoVttn !:1 sa/a.v-y of ~1-0,000 by XYZ baV\k 
VV\OV\tMs , tl-\e fiV'la.V\cia.l positioV\ of tia.~e su.vety Fov- Sl,,.asl-\a.Vtk's 9oo~ ~ev V\iV\e 
o. lowev- sa.la.r!:j of ~s,ooo; - pe e a.11\k deteviovates. Tl,,.eVt Sl,,.asl,,.aV\k a9vees to accept 
that Sl-\asl-\a.V\k l-\a.s W\ •s ~ W\oll\th froVV\ Ba.Vtk. Two MOV\tl,,.s /atev ·t f d 

,_ (. b~(. . , a.ppropnated c l,,. . . . , t was OU.V\ 
tne 10. 11ty of~Ya.sl,,. ~ -d as SIV\Ce tl,,.e t1Me of l,,.1s appoiVtt'""e· t ~W t ·-, , ~ = ~~ ~ou.v- . ,v, V\ ~ 
AC: 1- 8 72. · - - -2.. _____ q10,~wev- fV\_v-efereVtc;,e to tl,,.e pvovisioV\S of tl,,.e CoV\t~act 

t f/1 ~-~ \J CL-°'Lt1,c;-L-rO_ tt1"t 
ProvisioY\ -~ l ~ "'---

Accov-diV\g to sectioV\ 1-33 f h . 
variaY\ce iV\ tMe t ~ ~ t e IV1.d1aV1. CoVttv-act Act, 1-8 72, where tl,,.ev-e is aVty 
s,,wet!/S COfl\Se t ~;W\s of C~V\tract betweeVt the priVtcipal debtor o.Vtd creditov- without 
subsequeV\t t Y\ , 

1 
,_ wou!d discharge the surety iVt respect of a.II tro.V1.sactioV1.s takiVtfJ place 

o sucn vanaV\ce. 

TMus, if tMe er-editor W\ak . . . . 
,_ es O.V\y va.na.Vtce (1.e. cha.Vtge 1V1. terMs) without the coV1.SeV1.t of 

tne suv-ety tMeV\ suv-et · d · '- d · , Y is 1scna.rge as to the tra.V1.sa.ctt0V1.S Sl,{bseql,{eVtt to the chaV1..9e. 
AY\af ysis aY\d CoY\cf usioY\ 

IV\ tMe iV\StaV\t case Ya.sh is liable as a. Sl,{rety for the loss suffered by the ba.Vtk due 
t o VV\isappv-opv-iatioV\ of ca.sh by Sha.sha.Vtk duriVtg the first V1.iV1.e VV\OVtths buf Vtot fov

isappv-opv-iatioV\S coVV1.VV1.itted a.her the reductioVt iVt salary. 

Q10. A COV\tv-acts witM B fov- a. fixed price to coVtstruct a. house for B withiVt a stipulated tiMe. 
::J B would suppl!:j tMe V\ecessa.v-y VV1.atev-ia.l to be used iVt the COV1.StructioV1.. C gua.ra.Vttees Ns 

pev-fov-VV\aV\ce of tMe coV\tv-a.ct. B does V\Ot supply t_he VV1.a.teria.l o.s pev- the o.gv-eeMeVtt. 

Is C discMav-ged fv-oVVI. his f ia.bility? 

So{. 

ProvisioY\ 
Accov-diV\g to sectioV\ 1.34 of the IV1.dia.V1. CoVttra.ct Act, 1-8 72, the surety is disch.ar9ed 
by aV\y COV\tv-act betweeV\ the cv-editov- aVtd the pv-iVtcipa.f debtor, by which. th.e prif\cipal 
debtor is ref eased ov- by af\y act ov- oMissiof\ of the creditor, the (e9a( cof\Sequef\ce of 

WMicM is the discharge of the prif\cipaf debtor. 

AY\a(ysis aY\d Con.cf u.sion. 
. B does V\Ot supply the V\ecessa.ry vv,.a.tev-ial as per the o.9v-eevv,.eV\t. HeV\ce , 

IV\ the g,veV\ case, . . . 
C is dischav-ged froVV1. his 1,abtl1ty. 

1: 
· ted as Site MaV\a.9ev- of ABC CoV\Stv-uctioV\S Covv,.paVt!:J OV\ a two 

Mv-. Cheto.V\ was o.ppotV\ I I f tso ooo Mv- Pa.wall\ gave a suvety tV\ v-espect 
- t o.t o. VV\OV\th fj so. O.V'!j O , . . . , 

yeo.vs COV\l:vo.c ' Ahev- six VV\OV\ths the coVVl.pO.V\fj was Vtot iVt pos1t10V\ to pa0 
of Mv. Cheto.V\ s COV\duct. because of fiV\o.Vtcial COV\Stv-aiV\tS. ChetaVt agveed Fov a /owev 
~ so,ooo to Mv-. Cheto.11\ --r'-,·s was 11\0t covv,.VV\uVtico.ted to /V1v. PawaV\ 

f VV\ the covv,.po.11\y. 'n . . , 
sa lav-u of t30,000 vo d. d t'- t C'-eto.Vl had beeVl do1V1.9 fraud StV\ Ce t ~,c 

::.1 CJ. d it was ,scovev-e no. n 
mvee VV\O V\ths 0.11,evwav- S . ,_ I. b ·1 ·t f AA,,.- Po.WO.VI. duviv,-9 tl,,.e w/,\o/e clur-.1t1l.~l\ 

. t What IS tne ,a I I y O 1v1,. 

t iMe of his appo1V\tMeVl . 
of Cheto.V\'S AppoiV1.tMeV1.t . 



Sol. 

Sol. 

P · · 
t Act ·:1- 8 7:2-, if the credit r-ov1s10J'\ C tvac , Ot f h tVtdiaVl OV\. f tJ,,.e surety, theV\ su. As pev the pvovisioVts of Sect ioVt 1-33 ° t e_ t the coY\seY\t O 

ret~ k . . . t s) w,thou e Ma es aJ'\y vanan.ce (1.e. chaVtge tVt evVV\ t the cho.Vt8 · is discharged as to the tvaV1.sactioV1.S subsequeVtt 0 

An.a(ysis an.d con.cfu.sion. f the (o55 5v.ffev-ed by AB . . a suvety ov . C /Vt the iV1.staV1.t case, /'v1v. PawaVl ,s (,able as ,. bu /v1V"- ChetaV\. dv.nV\.9 tne First . . t ·oVl of casv\ :; . . CoV1.stvuctioV1.s coW\paV\.y due to VV\tsappvopna 1 
• d ~ev the vedv.ct10V\. tV\. salary. . b . . • oVV\VV\1tte a six W\OVtths u.t Vtot fov W\1sappvopnat10V1.S c f fv1 ChetaV\. befor f v- the act o v. e the HeVtce , fv1v. PawaVt, wi(( be (iab(e as a suv-ety O 

• • VV\OV\.th5. Vav-iatioV\. iV\. th . d · the fwst six e chaVtge iVt the tev-W\s of the coVttvact 1.e. , unV\.g . h t COV\.5eV\.t of Mv-. Pawa tev-W\S of the coVttvact (as to the veductioVl of sa/av-y) w,t 0
~ t of the Mv-. Cn th, wi(( dischavge fv1v. PawaVt fvoW\ a(( the (iabi( ities towavd5 t e ac e llh a~ev such vaviatioV\. 

4 .,J~f/1 
r ilCllliO'V · . . ,. t f v- aV\. aVV\OV.V\.t of t1..,oo,ooo ~ u.avo.Vltees fov R.o.VtJM, a veto.ti texttle W\eV'CY\O.V\. , 0 

. . , fov which Shav-W\a, the~pi~ W\ay fvoW\ tiW\e to tiW\e 5upply good5 OV\. cv-edit basis to Razj~uviVtg the Vtext 3 W\OVtths. 
~ v ~~1 

d t· d d 
A~ev J... W\OVtth, f?I~) vevokes the 91AavaV1.tee, wheVt Shav-VV\a ha 5v.pp 1e goo s o~ cvedit fov t4o,ooo. f~fevviVtg_ to the pvovisioVlS of_ the /11\.diall\. CoVttv-act Act, 1-872, decide whethev JW~ is dischavged fvoW\ a(( the lia~ es t,o Shan'\l\a fov- aVt!:J 5v.bsequevit cvedit supply. What would be yo1Av aV1.swev iVt case ~ W\akes defav.(t iVt p_ayiV\.9 back Shav-W\a fov the goods already supplied oVt cvedit i.e. ~40,000? . 

Provision. 

Dischavge of Surety by Revocation.: As pev sectioV\. 1-30 of t'- f d. A t . . ne V\. tO.V\. CoVttv-act c 1 1- 8 72 a specific_ g~aran.tee caJ'\n.ot be revoked by tne su.rety if the lio.bility has already accrued. A con.t1n.wn.9 guaran.tee W\ay, at aV\.y tiw..e be re k d b . , vo e !:J tne suv-et s to future tvaV1.sactioV1.S, by Vtotice to the cveditov, but the suv-et . . !:J , a . . 
!:J v-ematV\.S ( 1nb( c t ctiOl'\5 

alveady ell\.teved 1V1.to. 
<'\ e r av V"O.V\.Sa 

An.a{ysis an.d con.cf u.sion. 

As pev the above pvovisioV1.S, liability of fv1a.Vloj is dis ,_ 
Cna.v-9ed with ( · t cvedit supplies W\ade by Shav-W\a a.~ev- vevoca.ti· F v-e at,oV\. to a{( 5ubsequeV1 OV\. 0 9ua f coV1.tiV1.1AiV1.9 91AavaV1.tee. v-aV\.tee , because it is a case o 

Ho evev, (iabi( ity of fv1aV1.oj fov pveviou.s tva.V\.sa.ct· . (. bf E tOV\.s (bef aiVts. He ,s ,a e rov payW\eVtt of '{:4o,000 t ov-e v-evocatioV\.) • c ~4 0 oo0 . o Shav- b 1.e. rOV' , ady eVtteved 1V1.to befove vevocatioV\. of nu. W\a ecause t '- t t · vJ0.5 ::::J av-aV\.tee. ne Y-aV\.sac 10V\ 



Q" -.lr!the holder of a" over due b·u f tJ' p~ -~, COV\tracts with. X to i t ~ exch.aV\ge dv-a wV\ b!:J ~ as suret !:) Fov- B, aY1.d a.cce 'O::e .i. 
Sol. g ve ttW\e to B. Is A disc/t-\ av-ged fv-o M v-. is liabilit!:f 

Provision. R_Tf 'f\X)J-l B 
d 

· ~ p-,vb.t\ - l9 , ~ c.u ~ :s Accor IV\8 to 5ectioV\ 1.3<'.b of th. d . r (J tiMe to tl,,.e pri . l d b . e IV\ tall\ CoV\tv-act Act, 1.8 72, wnev-e a cot'\tr-act to .give 
tl,,.e priVtcipa.{ d;ira e tor IS Made b!:J the er-editor- with a third person. aV1.d not w ·C"h 

. or, t h.e sur-et!:J is n.ot dischar-!Jed. . 
An.a{ ys,s an.d con.cf usion. 

Ill\ tl,,.e 9iveVt questioll\ tt,,. . . . . 
d 

·t . e COll\tract to give ttVV\e to th.e pnV\ctpal debtov- is w.ade by t he ere I or w,tt,,. X wt,,.0 is a th.· d X · ,_ · · I d b 
d

. ,_ d IV' pev-Soll\. 1s 11\0t tne pnV\Ctpa e to r . HeV'-ce , A is 11.or 
t cnar9e . 

.311/ 'A ' 9i~es to ' Jl,1' a co.,,ti"u i"9 9uarn.,,tee to the exte"t of t 8 ,ooo for the fru it s t o be 
Supplied by < M' to <5> froVV\ tiVV\e to tiVV\e OIi\ credit. Aftev-wav-ds '5' becaMe eMbarrossed 
~~d V:itl,,.ou~ tl,,.e kVtow{ed9e of 'A: 'M' all\d <5' coV\tv-act th.at 'M' s/,,,.a{{ coV'-tiV\.u.e to supply 
5 w,tt,,. frwts For ready VV\Oll\ey all\d th.at payVV\eV\tS sh.a{( be applied to t/,,,.e tt...el/\ exisr:iV'l8 

debts betweeVt <5' all\d 'M'. ExaVV\ill\ill\g tl,,.e provisioV\ of th.e IV\diaV\ CoV\tv-act Act, 1.. 8 72, 

Sol. 
decide wl,,.etl,,.er <A> is liable OIi\ h.is guav-aVttee giveVt to M. 

<;e(_- 13$ 
Pr-ovision. 

Discl,,.ar9e of surety by varian.ce in. terMS of con.tr-act: The pv-obleM asked IV\ tJ,,.e que5rior\ 
is based OIi\ tl,,.e pv-ovisioVtS of th.e /Vtdiall\ Coll\tv-act Act, 1. 8 72 as coVtta iV\.ed i i'\ 5ecrio;\ 
1.33. Tl,,.e sectioll\ provides th.at aVty varian.ce Made without the su.ret!:J'S consen.t in. t he: 
terVV\S of tl,,.e coVltv-act betweell\ th.e pv-iVlcipa{ debtov- aVtd th.e cv-editov-, d ischarges the 
sur-ety as to tr-an.saction.s su.bsequ.en.t to the varian.ce. 
An.a{ysis an.d con.cf usion. 
Ill\ tl,,.e 9 ;veVt prob{eVV\, ' fvt> aVtd 'S' eVttev-ed iVtto avraVt_geW\eVtt by eV\tu·iV\.,g irtto a n et \ 
coVttract witl,,.out kll\owled9e of th.e 5uv-ety 'A'. 5iVtce , th.e vav-iaVtce VV\ade in. the contnict 
is witl,,.out tl,,.e suv-ety's coVtSell\t iVt th.e existiVt_g coVttv-act, as pev- t h.e pv-ovision, 'A. is 1\ut 
liable OIi\ t,,.is 9ucwall\tee fov- th.e fruits supplied aftev- t/,,,.is Vtew avraVt_geMen.t. The:. n :.1.s0n 
for such a dischav-9e is that th.e suv-ety a9reed to be liable Fov- a COV\tt'"act vvl,,.ich is no 
VV\ov-e tl,,.ev-e V\OW all\d he is V\Ot liable OVt the altev-ed coVttv-act because it is' diFfer-cn.t rn ' r\\ 
the coll\tract VV\ade by hiVV\. 

q.1.s. Mv-. RaVV\ was eVV\p{oyed as FiV\aV\cev- iVt " Swa_v-aj Ltd» OVt th.e su v-et !:} of t...is good C(lh.:t . , ,·t 
· b M Ja ak a aood frieVtd. of th.e dwectov- of the coVV\paVt!:j - fvf 1·. Rc1M ~\ tb "'. <' 7 .it'\ 91vell\ y v-. V\ , ~ . . \K .. .: ,_ l f "'45 ooo pev- VV\OVtth.. Aftev- 3 years tJ,-,e coMpaV\!:j went mt,' (0 ::i t" S OV\. tne sa av-y o '- , , 

d dec ided for t/,,,.e cost cuttiVt_g by retveV\CMiV\g of W\a ny e1 \,,p{o~fC.: i- .itu (I aVt so coVV\paV\.y 
)
9 ) d • t'- l ·es of t!,,,.e eW\plo!:jees. Mv-. RaM was also pvoposed either- t,~ .1. . ,:-1 ve, ucm9 ne sa an , . . ., . • b t· ed with. the lower salav-!:3 of ~35,000 pev Month. He Li t ct f't ( ,1 .1, ,., th.e JO OV" COV\. IV\U . , J ~ _ . d ·t'- t'-e J·ob A~er Few W\OVtths , ,t was v-epov-ted by acco1,mt> . i t e .i rt>"' , t"n t L" COll\t /V\lA e WI Y\ Y\ . . 

t ,_ t Mv- RaM VV\Cmipulated w,tt,,. t l,,.e FuV\dS of the co M,p.m.i the coVV\pa V\.!:} na · ' 
The It1 d iCAt'\ Co t'\ t ro.ct Act, 187 2 



So{. 

o. I 05e the l ega I posi'tio A t 1-- 8 1:Z, O.V\ v-:. A s pev tl,,.e pvovisioVlS of the /Vtd.ia11t Co11ttvact c ' · 
/v!v-. JaV\ak, iV\ tJ,,,.e givev,. situatioVtS: . ce the t(Wte of his appoiv1trv po.Vl!:} SIV\ P_, U) /v!v-. Rall'I\ /,,.as 11'1\av,.ipulated. the FuVtds of the coVV\ siVlce fro Wt few VV\OV\ths h 

1 f the coVV\po.Vl!:} oe,~i, U1) /vlr. RaM l,,.as 11'1\av,.ipulated. the fuv,.ds O lavy . ~ . b V\ lowev so. w/,,.ev,. /,,.e accepted to cov,.tiVtue the JO 0 

Provision. 
· · 

d ( with the pvov1s10V1. v-e/ated. s . t 1-- 8 7 ;z ea s . ., ectwVl :l.33 of the /v,.diav,. Cov,.tvact Ac , h e theve is aV\y variar1.ce ;,.. tli. the discharge of the surety . PvovisioVtS states that w evd •tov without surety 1s col'le. it t f · · I d btov avi..d eve 1 
·~11t enY\s o cov,.tract betweev,. the pnvi..c1pa e . takiVlg place subseqt1.e t . it would discharge the surety ivi.. respect of all tvavi..sacttOV\S h ~( such variaVlce. 

An.o.lysis an.d con.cfusio~ 
Fol(owiV\g is the aVlswer iv,. the light of the above provisioVl: 
(1) IV\ case where, /vlr. Rall'I\ has 11'1\aVLipulated the fuvi..ds of the coVV\pO.V\f:1 SiVlce tl-ie t ivn! of his appoiVttllV\eVLt. /Vt t/,,.is case /vlr. Jav,.ak is liable as a suvety Fov the loss suffere1-by the Swaraj Coll'l\pav,.y due to 11'1\aVLipulatioVt of the fuvi..ds by fvlv. Ra vvi. du riv-,.9 d1t 

three years of his service. 
(it) IV\ case where, /vlr. Rall'I\ has 11'1\aVlipulated the fuVldS of the coVV\paV\y siVlce froWI fe 11 WtOVtt/,,.s before wheVl he accepted to coVltiVlue the job OV\ lowev salavy. IV\ tl,,.is case vaviaVlce iVt the terlN\S of t he coVttract (i.e., t o work OV\ lowev sa(avy) was Ma.dt without surety>s coVtSeVlt. Fov- all the tv-aVtsactioVts takiVlg place subsequ ev,.t to sud· variaVtce, sha(( dischav-ge the suv-ety Fov- the loss suffev-ed b!:J the Swav-aj cov,,.-.. pan~ Qi~j \Mr. CB was iV\vited to uavaV\tee aV\ eWlp oyee Mr. BD who was P..~seJ 1) for dishov.est b the saW1e eWI_E(o~er. T~'.s act w~ot told to Mr. els Later 0,-., ti• eWtp oyee e~ W~ethev- CB~ s l,a~(e Fo~ t 0.e Fi ~cial loss as sure~0 uY\der P the._pr__ovisioV\S of t ~e IV\d,aV\ Co~ ct, 18 72? ~ l C{_ j ~l~vnP ~ 0 /\/I r-_ x aav-eed t o g_1ve a loo.Vt to_ /vlv-. Y OVt the securitu of f . (r\{_ A go.i't 1 ~ . _ _ -- -, ::J our properties . Mr. auav-aV\tee aga1v,.st the loo.Vt. Actua lly fv1v. X' gave a loaV\ of s ll rit.1 .::1 • • • VV\a er O.VV\OuV\t OV\ tYle se.cu -of tvwee pvopert,es. Whether- /vlr. A 1s (10.b(e as suretu i . d·,i ~ __ _ /J ::J V\ case fvlr. Y failed to vepo.Y /oaV\ .r--

So(. 

Provision. / 
. r,~~ ? pev- sectioVl :1.43 of the IV1.d.taV\ CoV\tv-act t , , . ' ~--· k:"1 ,.. "c , J.. 8 72 a t .,, . cveditor has obtaiv,.ed. by Means of keepin.n s,·te ' Vl!::J 91..(aran.tee w ' '' · "' n.ce as to • ctS · · 1·d Jl\l\ate r,o.( circ 1AM.St~Y'-

1rwa, . 



An.oJHsis an.d co"' ,.1 . - -~ • ..._. us, 0 n. 

I II\ t1"e 9ive1t1. i1t1.sta1t1.ce /v1 v CB . . . 
t1"e scu..-11\e e/N\ployev .;1"o . vev· was IV1..~1te1 to give guavaVttee of aV\. ewp/oyee Mv. BD to 
told to /vlv. CB. Heve k P . to~sly d1sW\1ssed /v1v. BD Fov dist-.oV\.eStf:f Tt-. is fa.ct was vi.at 
is _a /N\atevial Fact a~d ~;~~g s1leV1..ce as to pvevious disW\issal of Mv. BD Fov dist-.onest'1 
w1(( VI.Ot be 1"eld liable Fov t1"e. ~ la~ev eW\be:z.zled tJ...i.~ fuVlds of tJ...i.e ew.p/oyer, Mv. CB 
eV1.teved is i1t1.valid . t Ft aV1..c1al loss as su.vety StV\.Ce su.c/,,\ a COV\.tvact of guavaV\tee . . th evW\s of tJ...i.e above pvovisioV1.s. Prov1s10J'\ 

(ii) As pev t1"e p · · . vovis10V1..s of sectioV\. 1-33 of t0.e IV1..dia.V1. CoV1.tva.ct Act 1-8 72. anu vartaJ'\ce /N\ d · h - , , ;J t1" . , . a e w,t out the suret!:/s con.sen.t, iV1. t0.e ~fVW\S of t0.e coV1.tva.ct betweeV\ 

b
e pn1t1.cipa{ [debtov] aV1.d t1"e cveditov, discharges the suvety a.s to tva.·0.sactioVts su sequeJ'\t to the varian.ce. 

AJ'la{ysis aV\.d coV\.c{usioV\. 

IV\ tMe 9iveV\ i1t1.sta1t1.ce, t1"e actu.a{ tvaV\sactioV\ was Vtot ill\ tevW\S of tt,,.e 9u.a.va.V1..tee 9iveV1. by 
/vtv. A. TMe foal/\ a/N\ou1t1.t as we{{ as tMe secu.vities weve vedu.ced wit0.ou.t the kV1.ow/edge of tMe surety. . 

So , accov-diV\9{y, /vtv-. A is V\Ot {iab{e as a su.vety iV1. case Y failed to vepay the /oav,.. , 

Q:1-iJ ~ a has givevc his residevctia/ property on rent awwunting to ~25,000 per Wlonth to 
w ~ hav-. A/N\it becaW\e the su.v-ety Fov- payW\eV1.t of VeV\.t by Tu.sMav. Subsequ.eV1.t(y , w(thout 

AVV1.it>s COV\SeV\t, Tushav- a9veed to pay Mi9hev veV1.t to Satya. A~ev a few W\OV\tMS of this, 
TusMav- defaulted IV\ payiV\9 the v-eV\t. 

So{. 

Exp(aiV\ the VV1.eaV\iV\9 of COV\tvact of 9u.avaV1.tee accovdiV1.9 to tMe pvovisioV1.S of tMe /v,..diaVt 
CoV\tv-act Act,, 1-8 72. State the positioV\ of AW\it iVt tl,-.is ve9avd. . 

(i) CoV\tvac.t of 9uav-aV\tee: As pev tl,-.e pvovisioV\S of sectioVt .i,.20 of the !V1.diaV1. Contva.ct 
Act,, 1- 8 72, a COV\tv-act of 9uavaV\tee is a coV\tvact to perforM the proMise Made or 
d ischarge the liability~ of a third person. in. case of his defau.lt . ... 
TM vee pavties ave iV\vo{ved iV\ a COV\tvact of 9uavaV\tee: 
-,. Suvety- pevsoV\ who 9ives tl,-.e 9u.avaV\tee, . . 
-,. Pv-iV\cipa( debtov- pevsoV\ tV\ vespect of wh~se ~efau{t tl,-.e 9uaraV\tee 1s 91veV\ , 
,. Cv-editov- pevSOV\ to whoW\ tl,-.e 9uaraV\tee 1s 91veV\ 

(ii) 

Provision. . t,,. _ . vovisioV\S of sectioV\ ~ f tl,-.e IV\d1aV1.. CoV\tract Act , 1- 8 72, w _e~ e 
Accov~1V\g to t~e Pe ill\ the tevW\5 of co~betweeV\ tl,-.e pviV\cipa.l debtov and cred'.tov 
there is an.y var,anc ·t {d dischar9e the su.rety IV\ respect of a(( tr-an.Sactwns without surety's con.sen.t, 1 wou . 
takiV\9 pf ace sv.bseqv.en.t to such var,an.ce. 
A { s ·s an.d con.clv.sion. . . d . ,. i _!'-a y ' C d ·tor) caV\V1.0t sue AW\it (Su.v-ety ), because Amit is iscna.r-9e~ IV\ t 1"e iV1.staV1.t case, Sat!:}~ ( ve ,1_ . se t Tiusl,-.av- (PriV\cipal debtor) l,-.as chan9eci t hf , , V\ w1t0.out Y\IS COV\ Vt , · · , Fv-o M (iabd1t:3 w en, . h 5 t a (creditor). It is iW\W\ateria/ wJ,,.etJ,,.er the van at 10V\ '" 
teVW\5 of his COV\.tv-act wit d a y ot W\atevia((y affect the positioV\ of t"1e sur-ct~J 
beneFicio. l to tJ...i.e su vety ov oes V\ 

f he Ir1d /(AVl contfCAGt Act, 187-2 



IJ
1 

000_ He asked Mr. v . t5,OO, . ''·. j " . . . o.VV\0/).V\tiV\g to · ..., /11/\ ~ \jl/ftV\OUt Cl.11\!:j Co Y\~r~: ~ Pr 8 Mv. D was IV\ uvgeVlt V1.eed of VV\OV'ley etie5 of~ ""'D -.J to !<... D VV\akes d , · -..J , OV\ tl,-.e suv e,J by -e,c, tMe VV\ OVley. fv1v. I<. (eV1.t the IM0Vtey t of VV\OV\. -::1 pe (iabilitu UVtd • J - • epo.yVV\eV\ a caV\. esca ::; --er 1--9 between theVV\ iVl co.se of defo.uft IV\ v . t,..etheV u ·'·'. . 'b xo.1M1V\e w IV\ po.yMev-.t. 8 vefused to cov-.tn ute , e 
lv-.diav-. CoVltvact Act, :1. 8 72? 

Sol. 

Pr-ovision. f t,.e /V\.diaV\. CoV\.t_v~ct .9-ct, 1 8 7'-. . . J,.A b O V\ • • t. -.C:::::0:...-...:.s:,:u~ve~t::.:_1 ~es~{ 1 a~b~f~e~t~o~c~o~n.::t~n~· b~u~te~eiu::..:a::..:f~f y~( S_e-:-et-::r.iQ.:.V\.-:::7_7 _ .-.5 c O V\.ta I V\.ed IV\ 5 ec 10 
"'- 1-4 6 Vvl• , r- M · IV\15 I d bt .( :. .. ~~-l~t of buvdeVt is bo.sis QU.2_-suvet 1 -sur-eties for- th~ saW\e e , or d'.I :: star:es· that «when. two or- Move pevsoY\.5 ar-e co e or- d,ffer-ent con.tracts a.r.• . ,. . . f d ,. ,. dev tv-e saVV\ - . . t'- b •. e,tV\er 101n.t !:j, or- sevevaffy av-. WV\etV\ev~uV\. ---t,.~ co-suvet1es tn ne a sel'lee ti , _ , . --------l -,.....:-;:- ch o tv-e v V\ • WV\etV\ev wit/,; or without the kVloW eo..ge o ea V\.--'tv-etMsefves ., to pa!:J eac"' aV\ eqllG 

O.Y\!:j contract to the con.travy , are liable , as ~etwe~ etMaiV\S uV\paid by t"'e prihCip: share of the whole debt, ov of that part of it which v 
debtor''. 

Analysis an.d conclusion 
· · B t escape fvoVV\ /,,\is f iability . All t }r Accord1Vtgl!j, O"'- the default of D IV\. pay1MeV\.t, caV\.VtO · three sureties A, B aVld N ave liable to pay equaUy, iVt abseV\ce of aV\!::} COV\tvact betwe.er 

theM. . 

);q_ 'C' advances to 'B'. <2,00,0 0 0 on tke guavantee of 'Al 'C' kas also taken a furtftti 

/ kV\owledge of 'A'. C' caV\cels the Vv\ortgage. After b MOV\tMs 'B 1 becoVV\eS IV\SolveVtt ar ... .,. 
-lJ-- 'C' 'sues 'A' his guavaV\tee. Decide the liability of 'A' if the VV\av-ket va(ue of fu ~V\ iture; 

worth ~80,000, UV\dev the (V\diaV\. CoV\tvact Act, 1.8 72. (\JO V -- , a 
Sol. ;J 

-

Provision. 

Suvety 1s right to beY\efit of cr-edito.,->s securities: AccovdiV\g t t· F d'·· . . . o sec tQV\ 1..41.. o tV1e IV\ 1..11· CoV\tro.ct Act, 1.8 72, a surety ,s en.titled to the ben.ef't f . . /ti. t'•t creditor has o.go.iV\St the pviV\cipa( debtor at tne tiVV\e w'h O ~ver-!:J secunt!:J WY\ IC r,:~. is eVcteved iV\to, whether the su.vety kV\ows of the ex ·st en. t e co~tr-act of su rety) ,._l ( eV\ce of Suen . t · ar I if the creditor- loses, ov, witl--iou.t the COY\Sen.t of tn secunty or V\O , : the suret!:J is discl-\ar-ged to the exten.t of the val e /t.wet!:J., parts wit/,\ sue/,\ secunr~ . . ue or the secu.r-it Analysis aY\d COY\cfus10Y\ !:J· 
IV\ the iV\staV\t case, C advaV\ces to B, ~2 oo ooo . ., , vu.pees t,. :· , takeV\ a further secunty fov~2,oo,ooo bu VV\o•,-.1.. OV\ Y\e 9(.,(a.v-aV\tee of A . C 00.s tl ,· f I ;:; ' l,9a.ge oF g 1 f . . ·. o A . C caVtce s the Mortgage. B becoMes iV\so/ 5 /..{V'V\ttu.v-e witnout kV\ov,kt<; d . ,. d f 1· b't· veV\t, O.V\d C , • 1SCV\avge VOIIV\ 1a 1 1ty to t/,\e aVv\ou.V\t oF th 

I sues A OV\ /,\is _guavo.V\ti ? " will reMaiV\ liable fov balaVtce ~1..,20,ooo. e va ue oF the Fu.rV\itu.ve i.e. ~go,ooO y :_ 

ooo 
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