PART-A

‘Indemnify’ meaning: To make good the
loss incurred by another person.

Sec.124 covers the losses caused:

(1) By the conduct of promisor himself or
(i) By the conduct of any other person.-
But as per decision taken in case of
Gajanan  Moveshwar v/s Moveshwar

Madan (1942), losses by conduct of
promisee, or accident, or act of God.

FParties to Contract of
Indemnity

Indemnifier - who promises
to compensate for the [oss,

‘Indemnity Holder’ or the
‘Indemnified’ - whose loss
is to be made good

Yy

Rights of

Right to recovey

Q other sums,

Indemnity Holde,

Q all dawmges, |
Q costs of suit,

v
‘Guarantee’ Parties to Contract of Essential Features
meaning: Guarantee
. I. Purpose:
Contract to Surety: Who gives the a debt
perform the guarantee, N .
promise, or ‘Principal  Debtor: |, - Consideratiopn, M

discharge the
liability, of a
third person
in case of his.

default. guarantee s given

respect of whose default
the guarantee (s given,

Creditor: To whom the

3, Existence of [
legally enfoy,
4. No m'

-——

; f
CO~-Sureties pmust be !
N contyaet.

l
|
r

To secure the payment OFS

ust be there, maybe
Wect or indjreet . |

(ability: Liability must be|
ceable, not time ba””ed'i :

1Sy . |
ePresentat,Om or concealw‘@‘"t; |

|
|

[ B

:




Types of Guarantee

of Discharge of Surety

‘ Specfﬁc ‘Guarantee

1. Guarantee

 which
extends to a
single debt/
specific
transaction,

2. Surety’s
liability
comes to an
end when
guaranteed
debt is duly
discharged.

transaction,

2. Surety’s
liability
continues
- until the
revocation
of the
guarantee,

Continue oy By Conduct of Onvlnva(idation
: 0
Guarantee - i - Creditors of Contract of
Guarantee
1. Guarantee 1. By Notice, - By variance 1. Guarantee
whic ‘ -
ich 2. By surety’s in terms, obtained by

extends to At . By release or misrepresentation,
sevies of discharge of

3. By Novation,

PD, b
y concealment,
. Composition
with PD, 3. Guarantee on
Ty contract that
. Impairing ‘ '
surety’s creditor shall not act
on it until co-surety
remedy,

2. Quarantee obtained

Joins

i

!

Y

b

Against Principal Debtor
1. Right of subrogation
2. Right of Indemnity,

Against Creditor

1. Right to Security
2. Right to Set Off
3.Right to share

reduction

Against Co-Surities
1. Right to claim
contribution equally,

2. Right to claim
contribution only
agreed sum

- a ﬂf" 18?2



Q1. S asks R to beat T . . o
nd is fined 2 50,0(;120{6’5;0;’;[;(%' to mdewwufg;‘ R against the consequences. 12 beats 1
y am X 50,000 from S. |

A RSP BT oaals AR S R S

Sol.
Provision

A contract of indepan; : , _
" inclua 4;;:\~_Jﬁiti,t9ubﬁvahd must fulfil all the essentials of a valid contract which

(a) Offer and acceptance

(b) Intention to create legal obligation
(¢) Consideration

(d) Competency to contract

(e) Free consents

(f) Lawful object
(9) The agreement must not be expressly declared to be void. Eg: Agreement in restraint

of trade

(h) The terms of the agreement must not be vague or uncertain

() The agreement must be capable of peirformance- An agreement to do an impossible
act is void.

(j) Legal formalities

Analysis and conclusion
R cannot claim T50,000 from S because the object of the agreement w;smm

Q2. State the rights of the indemnity-holder when sued?
Sol. According to the Section 125 of the Indian Contract Act, 1872 the indemnity holder
ie., promisee in a contract of indemnity, acting within the scope of his authority, is

entitled to recover from the promisor:

() all damages which he may be compelled Lfo pay in any suit in respect of any matter
to which the promise to indemnify applies.

(i) all costs which he may be compelled to pay in any such su'ft, if in bringing or
defending it, he did not contravene th'e orders of the promisor, and gcted as it
would have been prudent for him to act in the absence of any c.omtmct of indemnity,
or if the promisor authorised him to bring or defend the suit.

[ sums which he may have paid under the terms of any compVOtf\Allse of any such

suit, if the compromise was not contrary to the orders of the promisor and was one

which it would have been prudent for the promisee to make in the abgemce of any
f the promisor authorised hin to compromise the suit

contract of indemnity, or i
o oabvarlt OAF 18?2 ' n:}

(i) al



| !

ly with his rights in the e |
sides those mentione,

an.-

. . [s on
Section 125 is by no means exhaustive, which dea' hts be
his being sued. The indemnity holder has ?the't’ 7 [ute, he 1S entitled to cal ,C:f'
If he has incurred a liability and that liability 15 absoa ',; ofF.
winifier to save him from that liability and to pad

B T P b v p ¥

tract Act, 1872 Wi,

SO oo 3 an Con ,
efine ‘Contract of Indemnity as per the Indi o 0 el e Contry,

the parties to a contract of indemnity? Give an examp
indemnity.

<>
nd

- .
P e T

, a contract by whie
Sol. According to section 124 of the Indian Contract Act, 1872 h

. Conduct of the p rom-. §
party promises to save the other from loss caused to him by f(he tract of z'nderv' .
himself, or by the conduct of any other person, is called a “con nity

ses to indemp;: |
There are two parties in this form of contract. The party who p romrsi‘s inaemni, |
save the other party from loss is known as ‘indemnifier, wb\ereas. the Pé*”ty who  §
promised to be saved against the loss is known as ‘indemnified’ or indemnity holg,

Example: A way contract to indemnify B against the consequences of any procees e
which C may take against B in respect of a sum of T5000/ - advanced by C to B
consequence, when B who is called upon to pay the sum of money to C fails to do -

C/would be able to recover the amount from A as provided in Section 124.
\Q//

.//Deﬁ'ne contract of indemnity and contract of guarantee and state the conditions wh
7 , , e : -~ -
./ guarantee is considered invalid: 'v\'}r’ r\lv(y, ’c(@ ( + “-’1 Y\’(z‘/ 2|
Sol. Section 124 of the Indian Contract Act, 1872 says that “A contract by whi
one party promises to save the other from loss caused to him by t

of the promisor himself, or the conduct of any person”, is call
indemnity”

he condu:

ed a “contract?

Ys that “A contract ¢ - L
made or discharge liability incurred by a © perform the prom:

third person . -~
as “contract of guarantee” p " ncase of his default.” is calt

The conditions under which the guarantee is jnyqi4 o |
142,143 and 144 of the Indian Contract Act are void are stated in sect:

(1) Guarantee obtained by means of W\‘ISVCPfesentat'
On

(1) Creditor obtained any guarantee by m,

: Ans of : .
circumstances keepmg Sifence as to matt

1) When contract of guarantee s

entered .'-r\t
not , b the “onditie
Person has ip; " that the

Joined 4 a2

act upon 1t until another

reitor
/ ,

artu raits to i1 4 S { "”\ S¢ '-(‘ ,

" 4 JC as S\.ALI Co S 'C!LJ

. #ivat
Qar U Urlad



L tinguish between g cont
e RN r
{jan Contract Act, 1875

| V\.deW\ y ran ee

Jumber-of There Contract of Guarantee
| . are on ' . : o
arty/ im’tfs to | the indemnifie, p a"t“?S namely | There are three parties creditor, |
the contrac the l'l/\demm'ﬁ'ed [promisor] and principal debtor and surety.

Nature of liability | The liability of th romisee
e

PV{W\ary and un “"'d?"v\niﬁ'er is| The liability of the surety is

conditional. secondary and conditional as'
the primary liability is that of
the principal debtor. |
The liability arises only on the
non performance of an existing l\
promise or non- pagment of |
an existing debt. J
The surety acts at the request \‘
of principal debtor. ‘

et

lg two

\
|

Time of liability | The liability of the indemmnifie
| arises only on the h ng of
contingency. ppening of

jT,'W\e to act The indemmnifier need not act at

L ' the Request of indemnity holder |
Right to sue thivd | Indemnifier cannot sue a third | Surety can proceed against |
party party for loss in his own name as | principal debtor in his own right |
| there is no privity of contract. Such | because he gets all the vight of
a right would arise only if there is| a creditor after discharging the
| an assignment in his favour. debts. |
Purpose Reimbursement of loss \ For the security of the creditor

G6. Paul (minor) purchased a smart phone on credit from a mobile dealer on the surety
given by M. Jack, (a major). Paul did not pay for the wobile. The mobile dealer
demanded the payment from Mr. Jack because the contract entered with Paul (minor)
is void. M. Jack argued that he is not liable to pay the amount since Paul (Principal
Debtor) is not liable. Whether the argument s correct under the Indian Contract Act,

13722 What will be your answer i Jack and Paul both are minor?
tee, where a minor is a principal debtor, the contract

an
5l In the case of a contract of guar he contract IS a valid contract and Jack (major) shall

. . . ,t . . . .
Lsesfdlb}/agd. In t?;egc;\;\igu%tezsg: if Paul (Pr[ncl'pa{ debtor) is not liable (as Paul i s minor).
$ b:ahe o pay | paul are pminovs then the agreement of guarantee is void because the
Syrgffy jsa f/f/(eﬁmas the PrimciPa( debtor are incompetent to contract.

’P/

he transactions to be done between Virendra’

Vi ’ lied goods of 330,000
. . March, 2021 Virendra' supplieo
/& Uitendra’ during the V"‘g"‘tol’\ooéo on 03.03.2021 to letgndra. On 05.03.2021,
on 01.03.2021 and ofd 2 C)idel/\f- On 10.03.2021, being ignorant of the death lOF
/Surendrw d(@d ”V;a )V'?art;ecr Supp“@d gOOdS OF %4_0)000 On defau{t n payyv\ey\t ")LJ‘
Surendra’, ‘Virenara T

Ara sue legal heirs of ‘Surendra’ for recovery of
. et 5
Jitendra’ on due daté Virend¥

) DO under .
s O
290 000 |Describe. whether leqal hel
provicions of Indiain - 5,000 OV\IEJ?
Surendra’ (5 worth of T4>> ] ‘Laia

o 1R P2

T/ Surendra’ guamnte@s

d on '
£ ‘Surendra’ are liable ’4
uld be your answer, if the estate of




Q8.

®

| g

Sol.

rossion o Act 1872 " the absence of a cop,

According to section 131 of Indian C‘_""tm d by the death of the : urety as th
to contrary, a continuing guarantee 15 revoke however, liable for those tmhsacﬁ%
future transactions. The estate of deceased = m.fg) f deceased: Surety’s e tate wi| hy
which had already taken place during the lifetim® Z{eath of surety even if the cy edito,t
be liable for the transactions taken place after the r

had no knowledge of surety’s death.

Q(E
]

Analysis and conclusion

In this question, ‘Surendra’ was surety for the tra
& Jitendra’ during the month of March’ 2021
320,000 and of 340,000 on 01.03.2021, 03.03.20
‘Surendra’ died in a road accident but this was not in the kf/\OW
Jitendra’ defaulted in payment, ‘Virendra’ filed suit against
for recovery of full amount i.e. 390,000.

On the basis of above, it can be said in case of death of surety (‘Surendra’), his leg
heirs are liable only for those transactions which were entered before 05.03.2021 1,
for ¥50,000. They are not liable for the transaction done on 10.03.202.1 even though
Virgndya had no knowledge of death of Surendra.

Fhrther, if the worth of the estate of deceased is only I45,000, the legal heirs are liabl
or this amount only.

ne between Vireng),

nsactions to be do

irendra’ supplied goods of T30, o0,
21 and 10.03.02021 respectiy),
ledge of Virendra! wp,

legal heirs of ‘Surendy

Megha advances to Nisha 5,000 on the guarantee of Prem. The loan carries interest

e

at ten percent per annum. Subsequently, Nisha becomes lﬁ'nancia{{iembarmssed-w“

T ————— —

Nisha's request, Megha reduces the interest to six per cent per annum and does not
sue Nisha for one year after the loan becomes due. Njs :

. a becomes jinso Megh
sue Prem? lvent. Can Meg

Decide your answer in reference to the provisions of th
e Contract Act, 1872

Provision

According to section 133 of the Indian Contyq
variance in the terms of contract between the

) re
subsequent to such variance. spect of qff transactions taking P

Analysis and Conclusion

Here, in the given situation, Megha canp ot

Frqm liability wlngn,, wfthoqt ﬁ’\is consent, the oy, dit

of his contract with the principal debtqy, no gty OF Mmalec ANY chanme in the

to the surety or does not materially affect the OE;_Whether the var:’af' g ’f el
ton of ¢, fon (s vent:

€ Suret

y.

) [2 , ol
Cause q Surety s dischard
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Sol.

A

Sol.

QXJ/- ‘My. Chetan was app

e

8
/

) om Bank. Two months | '
. T E . = lsa ; » ate V-

‘tlf\g lia b _L(#‘ t9 of Yach: Dec}?;ero;zrrated caslf\' since the time of his appo¢-mtmei?ﬁw\h\t[s‘ ‘
Act 1872 = \:521 ur answer in reference to the provisions of the Eovxtrac—tLA

Provision

According to sect;
ariance ?V\ the ;:;sv_‘:\_l_?Di of the Indian Contract Act, 1872, where there is an
S of contract between the principal debtor and creditor without

surety’s consent, it would d;

) ischarge ' ' '
culbsequent te such gar ge the surety in respect of all transactions taking place
Thus, if the creditor makes an

variance (i.e. change in terms) wi
the surety, Y ( nge in terms) without the consent of

then surety is dl'scl/\arged as to the transactions subsequent to the change.
Analysis and Conclusion

(n the? instant case Yash is liable as a surety for the loss suffered by the bank due
to misappropriation of cash by Shashank during the first nine months but not for
misappropriations committed after the reduction in salary:

rz./,"‘A contracts with B for a fixed price to construct a house for B within a stipulated time.
_// B would supply the necessary material to be used in the construction. C guarantees A’s

performance of the contract. B does not supply the material as per the agreement.
s C discharged from his liability?

Provision

According to section 134 of the Indian Contract Act, 1872, the surety is discharged
by any contract between the creditor and the principal debtor, by which the principal
debtor is released or by any act or omission of the creditor, the legal consequence of

which is the discharge of the principal debtor.

Analysis and Conclusion
In the given case, B does not supply the necessary material as per the agreement. Hence,
n )

¢ is discharged from his liability.

ointed as Site Manager of ABC Constructions Company on a two

' t
¥50,000. Mr. Pawan gave a surety in respec
¢ at a monthly salary of ; | y
H?a/::ls c%?\ei;iix’s conduct. After six months the company was not in position to pay
of Mvr. -

B . C g a ! / VL’

' n mmunicated to Mr. Pawan
Z mpany. This was not co ica
salary of T30,000 from the company !

As it was discovered that Chetan had been doing fraud since the

sl Provtiss afterwar what (s the liability of Mr. Pawan during the whole duration

time of his appointhent
of Chetan’s Appomtmemt,

Lok IS4/



Sol.

=§

{

Sol.

]@ ains. He is liable for payment of ¥40,000
a

103

/ ) ’ .
/Lol POy gz‘f NV . of 31,0 -
)/ - Manoj guarantees for jc%ah{_‘a retail textile merchant, for an amount of ¥1,00,00p |

Ounay Ciolon

Analysis and conclusion

.. , if the o
Provision -\ Contract Act, 1872 " Cred’to.. i
A .. ‘on 133 of the Indian ent of the surety, then S““’et :

per the provisions of Section L}t the CONS y |
makes any variance (ie. change in terms) Wlf”“;uto the changé-
is discharged as to the transactions subsequen

Analysis and conclusion for the loss suffered by AB, :
In the instant case, Myr. Pawan is liable as a suretgh by Mr. Chetan during th, firgs
Constructions company due to misappropriation ,OF cash 79
six months but not for misappropriations committe

Hence, Mr. Pawan, will be liable as a surety for th.e " ' on
change in the terms of the contract i.e., during the F;r57'5 - :Awnsemt of Mr. Pawg

terms of the contract (as to the reduction of salary) withou £ of the Mr. Cho "
will discharge My. Pawan from all the liabilities towards the ac ' |
after such variation

A after the reduction in salapy,

t of Mr. Chetan befoy, the
ths. Variation , the |

for which Sharma, the supplier may from time to time supply goods on credit basis t,
Ranjan during the next 3 months.

After 1 month, Manoj! revokes the guarantee, when Sharma had supplied goods o

— 7,

credit for ?40,QQQ @qurw’ng_ to the provisions of the Indian Contract Act, 1872,

. e, e
decide whether anoj is discharged from all the liab [ities to Sharma for an subsequent
l ' 4 Bl J 9

credit supply. What would be your answer in case K%WT makes default in paying back |
Sharma for the goods already supplied on credit i e. R40,000?

P T T T

Provision

s L D,

E

€ revoked i

transactions, by notice to the creditor, but ¢, Surety p. by the Surety, as to futurt |
already enterved into. amns liable for transactions

As per the above provisions, liability of Mane;

] is dl'SCL\a V‘ged

credit supplies made by Sharma after Vevocatiopn OFg
ua

continuing guarantee.

rantee because it is a case ”

ransactio,, (before
to Sharma b
Fguak‘qh.tee’

Vevocatioh) le. for 340,000 |
CCause the transaction W& ¢

3
¢
3
¥

[veady entered into before revocation o




: bill of exch
\/ /by B, contracts v; L otexchange drawn by A as surety for B and accepsed
/ /b S With X to give time to B. Is A d('scharged from h\:'s ."f'a'o:"."’ftu'? L

00
%)) I‘“«
Provision Wf?{g%ﬁb i‘” 1 X
——=== AT "\-F:?}T =
f the Indian Contract Act, 1872, where a contract to g(:/e

v ismade by the creditor with a third person and not i)
tor, the surety is not discharged.

Analysis and conclusion

In tla'e given question the contract to
creditor with X who s 4
discharged.

give time to the principal debtor s wade by the
third person. X is not the principal debtor. Hence, A is rot

R

‘A’ gives to

' ‘M’ a continuing guarantee to the extent of 38,000 for the fruits to
supplied by

¢ ) ) v . . y — e
: M* to ‘S’ from time to time on credit. Afterwards ‘S’ became embarirassea
and without the knowledge of ‘A} ‘M’ and. ‘S’ contract that ‘M’ shall continue to supe 4

'S’ with fruits for ready money and that payments shall be applied to the then existing

debts between ‘S’ and ‘M’ Examining the provision of the Indian Contract Act, 2872
decide whether ‘A’ is liable on his guarantee given to M.
Sol. Cyy 122
CHEN= -
Provision

Discharge of surety by variance in terms of contract: The problem asked in the question

<

is based on the provisions of the Indian Contract Act, 1872 as contained in Section
133. The section provides that any variance made without the surety’s consent n the
terms of the contract between the principal debtor and the creditor, discharges the

surety as to transactions subsequent to the variance.

Analysis and conclusion

In the given problem, ‘M’ and ‘S’ entered into arrangement by entering into a new
contract without knowledge of the Surety ‘A’ Since, the variance made in the contract
is without the surety’s consent in the existing contract, as per the provision, ‘A’ is not
liable on his guarantee for the fruits supplied after this new arrangement. The reason
For such a discharge is that the surety agreed to be liable for a contract which 's no
more there now and he is not liable on the altered contract because it is'different from

the contract made by him.

¥

Q15. My. Ram was employed as financer in “qumj Ltd”’ on the surety of his good conaics
given by Mr. Janak, a good friend of the director of the company. My .”\’»tml was et
on the salary of T45,000 per month. A&er 3 years, the‘ company went into osses
and so company decided for the cost cutting by retrenching of many cn\%w::m's
reducing the salaries of the employees. Mr. Ram was also prop:vsa:x‘e;f,\‘jr to
the job or continued with the lower salarg. of 35,000 per month. J ..L‘Jgt‘fp.:
continued With the job. After few wonths, 1? was repom?ed Pbg accounts department o
pany that Mr. Ram manipulated with the funds of the company

€

it
(,'( )

the com
The Tndian Contract Act, 1872 7 m



. an
(i) Mr. Ram has manipulated the funds of the coMP

Sol.

4

72,
ct, 18

AS per the provisions of the Indian Contract A

My

(1

Provision
Section 133 of the Indian Contract Act, 1872 ded

' e
the discharge of the surety. Provisions states that wher

terms of contract between the principa
"t would discharge the surety in respect of al

analyse the legal posit;,, |

o

Janak, | ' : ‘ONs: : me of his appy,
n the given situations y since the time PPoint,,, |

ompan g
Mr. Ram has manipulated the funds of the comp y since from few Wonths

. v salary-
when he accepted to continue the job on lowe

[s with the provision relate, .

there 'IS any var:ar’we i b |
| debtor and creditor u{ltlr\out surety'’s Congg, |
[ transactions taking place subseque.

such variance.

Analysis and conclusion
Y > ana conclusion

Fol
(0

(1)

lowing is the answer in the light of the above provision:

ln case where, Mr. Ram has manipulated the funds of the company since the t"""f;
of his appointment. In this case Mr. Janak is liable as a surety for the loss suffer; |
by the Swaraj Company due to manipulation of the funds by Mr. Ram during th
three years of his service. ’

In case where, Mr. Ram has manipulated the funds of the company since from fu |
months before when he accepted to continue the Job on lower salary. In this e
variance in the terms of the contract (ie., to work on lower salary) was madi
without surety’s consent. For all the transactions taking place subsequent to suct |
variance, shall discharge the surety for the loss suffered by the Swaraj company

Qlé/u)',\_/l’r__g-B was l'nv"ted_wwn emp 0966 __/VIL BP WL\O was P‘revl'ous( dI'SW\{'SSC'ﬁE
/for dishonesty by the same emplover. This Fact was mot tofy £, o omdSd AMET]

erployee enmbezzled funds. Whether C5 s liable for B Frngmera; foss 2 surety und|

) N

Sol.

the provisions of the Indian Contract Act, 18725 1S{)C~\ UR Q(&ﬁ;ﬂ ((';
}) \Me. X agreed to give a loan to Mr. Y on the sepy v, - e
v g&amv{fee against the loan. Actually My. x gave a (o
of three properties. Whether Mr. A (s [iab|

=T A
loan?—"

—

ity of fouy properties. Mr. A 9|
an oFsma(IeV amount on the secul’”
e ' o

s surety in cqgp Mr. Y failed to repay ™

Prov:;qq;r}/

({‘7*"}5\; per section 143 of the Indian Contrace

t MNCT, 1 g 7 g \
creditor has obtained by means of keeping Silence g ; > ANY guarantee Wi
()

. . Ma . . ) A’ ylt"“"
invalid. terial Clrcumsta

a



Q1L7,

o
\~
o

Analysis and ¢,

: nelusion
i the given inse,

will not be hely il FOIF Mv. BD later embezzled the funds of the employer, Mr. B

v the financial loss as surety since such a contract of guarantee

- ms of the above provisions.
Provision

iy As er . )
(1) Varlzncethe }Zrows‘lons of section 133 of the Indian Contract Act, 1272, any
> Made without the surety’s consent, in the terms of the contract between

the principal [d )
ebtor] and the creditor, discharges the surety as to tran '
subsequent to the variance. 9 Y ransactions

Analysis and conclusion

[ ' 1 . .
n the given instance, the actual transaction was not in terms of the guarantee given by

Mr. A. The loan amount as well as the securities were reduced without the knowledge
of the Surety.

50, accordingly, Mr. A is not liable as a surety in case Y failed to repay the loan

atga has given his residential property on rent amounting to I25,000 per month to
Ushar. Amit became the surety for payment of rent by Tushar. Subsequently, without

\SAMit’s consent, Tushar agreed to pay higher rent to Satya. After a few months of this,

Sol.

"he Tndian Contr

Tushar defaulted in paying the rent.

Explain the meaning of contract of guarantee according to the provisions of the Indian
Contract Act, 1872. State the position of Amit in this regard.

() Contract of quarantee: As per the provisions of section 126 of the Indian Contract
Act, 1872, a contract of guarantee is a contract to perform the promise made or
discharge the liability, of a third person in case of his default. ~

Three parties are involved in a contract of guarantee: ¥

» Surety- person who gives the guarantee,
» Principal debtor- person in respect of whose default the guarantee is given,

» Creditor- person to whom the guarantee is given

(in)

Provision
According to t
there (s any var
without surety’s consen
taking place subsequent
Analysis and_conclusion , P
"‘HT* ¢ case, Satya (Creditor) cannot sue Amit (Surety), because Amit is d‘“’:v‘f; o
. e It ['\e)n without his consent, Tushar ( Prmc:pq( debtor) lr\a,s chmj.g;;f 'r,u‘
o /;abr(!tg Wt a)ct with Satya (creditor). It is z'wxwxater:a/' vyhetlaer the variation [
tevms of his contr t materially affect the position of the surety

S ' ' 1872, where
rovisions of section 133 of the Indian Contract Act, . wh

ki\;nlie in the terms of co?’f’ffa_rszetween the principal debtor and cred{tor

t it would discharge the surety in respect of all transactions

to such variance.

bemeficial to the surety o does no

act Act, 1872



poo. He asked My |

0) N 1
ounting t0 T5.0 | without any co,
<RIz Mr D was in urgent need of wmoney 4" reties of AE- by D to K. D makes det,
~d the money. Mr. K lent the money on the 4 nt of monéy i~ ape liability umd- K
13( between them in case of default in "e/”ayy.me hether B ¢4 escap L-erf’-:
W% in pagment. B refused to contribute, examing ¥
Indian Contract Act, 18727
Sol.
'SP : ontract act, 1.,
Provision 146 of the Indian C' NLVACT act, 14y,
d in section 14¢ |

Co-sureties liable to contribute equally (Seetion s s containe |
(£ guality oF burden is the basls of Co-suretyipl T ties for the same debt, of Ay,
'States that “when two or more persons are co=Sure ame or different contracts
oo nily, or severally and whether und oo e the co-sureties in the absep,, .
whether with or without theléy?ﬁﬂédée of each Oﬂ\@l:,M  elves, to pay each an equ;
any contract to the contrary, are liable, as betwe.em thems S opaid by the prin. 4
share of the whole debt, or of that part of it which remamn ips
debtor

Analysis and conclusion

Accordingly, on the default of D in payment, B cannot escape from his ['ab’{'tyl' All £
three sureties A, B and N are liable to pay equally, in absence of any contract bety:,

them.

- ' advances to B} 32,00,000 on the guarantee of ‘A ‘C’ has also taken a furth
/) security for the same borrowing by mortgage of B's furniture worth T2,00,000 with:.
Y\{ knowledge of ‘A’ C' cancels the mortgage. After ¢ months ‘B’ becomes insolvent ar:
, ‘C’ ‘sues ‘A’ his guarantee. Decide the liability of ‘A’ if the market value of furniturs :

worth ¥80,000, under the Indian Contract Act, 1872, MCU _ ]ﬂ

L4

Provision

Suvety’s right to benefit of creditor’s securities: Accovd; :
Contract Act, 1872, a surety is entitled to the be‘:(égg f)(;' Seevcetsioy1 141'0F tl«’e '“; a'
creditor has against the principal debtor at the time whep 5 Y security wnicn U
(s entered into, whether the surety knows of the existence e co
if the creditor loses, or, without the consent of the sur g |
ey, parts With such secul’™

the surety is d{gcharged to the extent of the value of the
. Se -
Analysis and conclusion Curity.

In the instant case, C advances to B, 32,00,000 rupees )

taken a further security for?2,00,000 by mo rtgage oFOBp’\ che guarantee of A. € has

of A. C cancels thg mortgage. B becomes insolvent and S U iture without know!i%

discharged from liability to the Amount of th, Va/) C sues A 0 e guarante A

will remain liable for balance 31,20,000 Ue of the Furnity e e T30 000 &
: e. by PR LR

220 A
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