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Previous Years’ Questions with Suggested Answers 

NOV 2011 
1. State, in brief, the grounds on the basis of which a contract is discharged under the provisions of the Indian 

Contract Act, 1872. (5 Marks) 
Answer 
 Discharge of Contract: A contract under the provisions of Indian Contract Act, 1872, may be discharged in 
any of the following ways: 
(1) Discharge by performance: Discharge by performance will take place when there is : 
(i) Actual performance (parties fulfilling obligations within time and in the manner prescribed); or 
(ii) Attempted performance (promisor offers to perform but promisee refuses to accept it). This is also 
known as tender. 
(2) Discharge by mutual agreement: Discharge also takes place where there is substitution [novation], 
rescission, alteration and remission. In all these cases old contract need not be performed. 
(3) Discharge by impossibility of performance: A situation of impossibility may have existed at the time of 
entering into the contract or it may have transpired subsequently (also known as supervening impossibility). 
Situations are destruction of the subject-matter, incapacity, declaration of war etc. 
(4) Discharge by lapse of time: Performance of contract has to be done within certain prescribed time. In 
other words it should be performed before it is barred by law of limitation. In such a case there is no remedy 
for the promisee. For example where the debt is barred by law of limitation. 
 (5) Discharge by operation of law: Where the promisor dies or goes insolvent there is a discharge of 
contract by operation of law. 
(6) Discharge by breach of contract: Where there is a default by one party from performing his part of 
contract on due date then there is breach of contract. Breach of contract can be actual breach or 
anticipatory breach. Where a person repudiates a contract before the stipulated due date, it is anticipatory 
breach. 
(7) Discharge by remission or satisfaction: A promisee may remit the performance of the promise by the 
promisor. Here there is a discharge. Similarly the promisee may accept some other satisfaction. Then again 
there is a discharge on the ground of accord and satisfaction. 
(8) Under the provisions of the Indian Contract Act,1872 as contained in Section 67,when a promisee 
neglects or refuses to afford the promisor reasonable facilities or opportunities for performance, promisor is 
excused by such neglect or refusal. 
 

2. What do you understand by “coercion” and “undue influence” under the provisions of the Indian Contract 
Act, 1872? What are the differences between them? (8 Marks) 
Answer 
Coercion and Undue Influence – Meaning and Differences:  
“Coercion” is the committing, or threatening to commit any act forbidden by the Indian Penal Code 1860, or 
the unlawful detaining, or threatening to detain any property, to the prejudice of any person whatever, with 
the intention of causing any person to enter into an agreement. (Section 15, The Indian Contract Act, 1872). 
A contract is said to be induced by “undue influence” where the relations subsisting between the parties are 
such that one of the parties is in a position to dominate the will of the other and uses that position to obtain 
an unfair advantage of the other. A person is deemed to be in a position to dominate the will of the other, 
when he holds authority, real or apparent over the other, or when he stands in a fiduciary relation to other 
(Section 16, The Indian Contract Act, 1872) 

Differences between Coercion and Undue Influence 
I. Nature of action: Coercion involves physical force and sometimes only threat. Undue influence 

involves only moral pressure. 
II. Involvement of criminal action: Coercion involves committing or threatening to commit any act 

prohibited or forbidden by law, or detention or threatening to detain a person or property. In undue 
influence there is no such illegal act involved. 

III. Relationship between parties: In coercion there need not be any relationship between parties; 
whereas in undue influence, there must be some kind of relationship between parties, which 
enables to exercise undue influence over the other. 
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IV. Exercise by whom: Coercion need not proceed from the promisor. It also need not bedirected 
against the promisee. Undue influence is always exercised by one on the other, both of whom are 
parties to a contract. 

V. Enforceability: Where there is coercion, the contract is voidable at the option of the party whose 
consent has been obtained by coercion. Where there is undue influence the contract is voidable or 
court may set it aside or enforce it in a modified form. 

VI. Position of benefits received: In case of coercion, where the contract is rescinded by the aggrieved 
party any benefit received has to be restored back. In the case of undue influence, the court has 
discretion to pass orders for return of any such benefit or not to give any such directions. 
 

3. State whether the following statements are correct or incorrect: (2х 1 = 2 Marks) 
(i) A specific offer can be accepted only by that person to whom offer has been made. 
(ii) In case of breach of contract, the Court awards remote damages to the aggrieved party. 
Answer 
(i) Correct 
(ii) Incorrect 

May 2012 

1. Explain in brief the rules relating to 'Acceptance' of an offer under the provisions of the Indian Contract Act, 
1872. (5 Marks) 
 
Answer: 
Following are the general rules regarding acceptance under the Indian Contract Act, 1872: 
(i) Acceptance must be absolute and unqualified. As per section 7 of the Act, acceptance is valid only when it 
is absolute and unqualified or unconditional. 
(ii) Acceptance must be in the prescribed manner. If the offer is not accepted in the prescribed manner, then 
the offeror may reject the acceptance within a reasonable time. 
(iii) Acceptance must be communicated to the offeror. If acceptance is communicated to the person, other 
than the offeror, it will not create any legal relationship. Thus, to conclude a contract between the parties, 
the acceptance must be communicated in some perceptible form. 
(iv) Acceptance must be given by the party to whom the offer is made. 
(v) Acceptance must be given within the prescribed time or within a reasonable time. 
(vi) Acceptance cannot be given before communication of an offer 
(vii) Acceptance must be made before the offer lapses or is withdrawn. 
(viii) Acceptance must show intention to fulfill the promise. 
(ix) Acceptance cannot be presumed from silence 
(x) Acceptance by conduct/performance of condition: Acceptance may also be by performance of some 
condition / act as required by the offeror 

 
2. What do you understand by the term 'Consideration'? Are there any circumstances under which a contract, 

under the provisions of the Indian Contract Act, 1872, without consideration is valid? Explain. (8 Marks) 
Answer: 
Meaning of consideration: The expression ‘consideration’ in general means price paid for an obligation. 
According to Section 2 (d) of the Indian Contract Act, 1872 when at the desire of the promisor, the promisee 
or any other person has done or abstained from doing, or does or abstains from doing or promises to do or 
abstain from doing something, such an act or abstinence or promise is called consideration for the promise. 
Thus, on analyzing the above definition, the following ingredients are essential in understanding the 
meaning of the term consideration :- 
(i) An act i.e. doing something 
(ii) An abstinence or forbearance i.e. abstaining or refraining from doing something, and 
(iii) A return promise. 
The general rule is that an agreement made without consideration is void. Sections 25 and 185 of the Indian 
Contract Act, 1872, provide for exceptions to this rule where an agreement without consideration is valid. 
These are : 
(1) Love & Affection [Section 25 (1)] 
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Where an agreement is expressed in writing and registered under the law for the time being in force for the 
registration of documents and is made on account of natural love and affection between the parties 
standing in near relation to each other, the agreement is enforceable, even through, the consideration is 
absent. 
(2) Compensation for voluntary service [Section 25 (2)] 
A promise to compensate, wholly or in part, a person who has already voluntarily done something for the 
promisor, is enforceable even without consideration. 
(3) Promise to pay, a time -barred debt [Section 25 (3)] 
The agreement is valid provided it is made in writing and is signed by the debtor or by his agent authorized 
in that behalf. 
(4) Completed Gift -[Explanation 1 to Section 25] 
As per explanation 1 to section 25, nothing in section 25 shall affect the validity as between donor and 
donee, on any gift actually made. 
(5) Agency (Section 185) 
No consideration is necessary to create an agency. 

 
3. State whether the following statements are correct or incorrect (2 х 1 = 2 Marks) 

(i) 'An agreement with an alien friend is valid but an agreement with an alien enemy is void'. 
(ii) 'All contracts are agreements, but all agreements may not be contracts'. 
Answer: 
(i) Correct 
(ii) Correct 

 

Nov 2012 
1. Ramesh, aged 16 years, was studying in an engineering college. On 1 March, 2011 he took a loan of Rs.1 lakh 

from Suresh for the payment of his college fee and agreed to pay by 30th May, 2012. Ramesh possesses 
assets worth Rs 10 lakhs. On due date, Ramesh fails to pay back the loan to Suresh. Suresh now wants to 
recover the loan from Ramesh out of his assets. Whether Suresh would succeed? Decide, referring to the 
provisions of the Indian Contract Act, 1872. (5 Marks) 
Answer: 
 According to Section 11 of the Indian Contract Act, 1872, a person who is of the age of majority to the law 
to which he is subject is competent to enter into any contract. A person who has completed the age of 18 
years is a major and otherwise he will be treated as minor. Thus, Ramesh who is a minor is incompetent to 
contract and any agreement with him is void [Mohori Bibi Vs Dharmodas Ghose 1903, 30 Cal, 539 (PC)]. 
Section 68 of the Indian Contract Act, 1872 however, prescribes the liability of a minor for the supply of the 
things which are the necessaries of life to him. It says that though minor is not personally liable to pay the 
price of necessaries supplied to him or money lent for the purpose, the supplier or lender will be entitled to 
claim the money/price of goods or services which are necessaries suited to his condition of life provided that 
the minor has a property. The liability of minor is only to the extent of the minor’s property. This type of 
contract is called a Quasi-contract and the right of the supplier/lender is based on the principle of equity.  
Thus, according to the above provision, Suresh will be entitled to recover the amount of loan given to 
Ramesh for payment of the college fees from the property of the minor 

 
2. State whether the following statements are correct or incorrect: (1 Marks) 

(i) A proposal may be revoked by the proposer before the posting of the letter of acceptance by the 
acceptor. 
Answer: 
A proposal may be revoked by the proposer before the posting of the letter of acceptance by the acceptor. 
This statement is correct 

 

May 2013 
1. Mr. D started "Self-Service" system in his shop. Mr. A entered the shop, took a basket and after taking 

article of his choice into the basket reached the cashier for payments. The cashier refused to accept the 
price. Can Mr. D be compelled by Mr. A to sell the said article? Decide. (5 Marks) 
Answer 
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This problem is related to ‘Invitation to Offer’ given in the Indian Contract Act, 1872. The Act identifies the 
difference between the ‘Offer’ and ‘Invitation to Offer’. 
An offer is the final expression of willingness by the offer or to be bound by his offer and the other party 
chooses to accept it, but where a party, without expressing his final willingness, proposes certain terms on 
which he is willing to negotiate, he does not make an offer, but invites only the other party to make an offer 
on those terms. This is the basic distinction between offer and invitation to offer. 
Thus, on the basis of above explanation, the display of articles with a price in it in a self service shop is 
merely an invitation to offer. It is in no sense an offer for sale, the acceptance of which constitutes a 
contract.  
In this case, Mr. A by selecting some articles and approaching the cashier for payment simply made an offer 
to buy the articles selected by him. If the cashier does not accept the price, the interested buyer cannot 
compel  him to sell. [Fisher Vs Bell (1961) Q.B. 394 Pharmaceutical society of Great Britain V. Boots Cash 
Chemists]. 
Thus, accordingly, Mr. A cannot compel Mr. D to sell the Articles 

 
2. What do you understand by 'Quasi-Contract'? Discuss. (4 Marks) 

Answer: 
Quasi – Contracts 
Even in the absence of a contract, certain social relationships give rise to certain specific obligations to be 
performed by certain persons. In such circumstances the law presumes the existence of contract even 
though no agreement was made between the parties. These are known as quasi contracts as they create 
same obligations as in the case of regular contract. 
Quasi contracts are based on principles of equity, justice and good conscience. A quasi or constructive 
contract rests upon the maxims, “No man must grow rich out of another person’s loss”. 
Salient features of quasi contracts are: 
(i) In the first place, such a right is always a right to money and generally, though not always, to a liquidated 
sum of money. 
(ii) Secondly, it does not arise from any agreement of the parties concerned, but it imposed by the law; and 
(iii) Thirdly, it is a right which is available not against all the world, but against a particular person or persons 
only, so that in this respect it resembles a contractual right 

 

NOV 2013 
 

1. X agreed to become an assistant for 5 years to Y who was a doctor practicing at Chennai. It was also agreed 
that during the term of agreement X will not practice on his own account in Chennai. At the end of one year, 
X left the assistantship of Y and began to practice on his own account. Referring to the provisions of the 
Indian Contract Act, 1872, decide whether X could be restrained from doing so? (5 Marks) 
Answer: 
According to the provisions of the Indian Contract Act, 1872, as contained in Section 27 any agreement 
through which a person is restrained from exercising a lawful profession or trade/business/ is void. But an 
agreement of service by which a person binds himself during the term of the agreement not to take service 
with anyone else directly or indirectly to promote any business in direct competition with that of his 
employer is not in restraint of trade. In such a situation the agreement is valid. 
According to the given facts, X agreed not to practice on his own account during the term (5 years) of 
agreement. After one year, X left Y and began to practice on his own account. 
Therefore, as per the above provisions, X can be restrained by an injunction from practicing on his own 
account in Chennai. 

 
2. When a contract may be discharged under the provisions of Indian Contract Act, 1872. Explain in detail.  

                                                                                                                                                                        (8 Marks) 
Answer 
 DISCHARGE OF A CONTRACT 
A contract under the provisions of the Indian Contract Act, 1872 may be discharged in any of the following 
ways : 
(1) DISCHARGE BY PERFORMANCE: Discharge by performance will take place when there is : 
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(i) Actual performance (parties fulfilling obligations within time and in the manner prescribed), or 
(ii) Attempted performance (promisor offers to perform but promise refuses to accept it). This is known as 
tender. 
(2) DISCHARGE BY MUTUAL AGREEMENT : Discharge also takes place where there is substitution (novation), 
rescission, alteration and remission. In all these cases old contract need not be performed. 
(3) DISCHARGE BY IMPOSSIBILITY OF PERFORMANCE: A situation of impossibility may have existed at the 
time of entering into the contract or it may have transpired subsequently (also known as supervening 
impossibility). Situations are destruction of the subject matter, incapacity, declaration of war, etc. 
(4) DISCHARGE BY LAPSE OF TIME: Performance of contract has to be done within certain prescribed time. 
In other words it should be performed before it is barred by law of limitation. In such a case there is no 
remedy for the promise. For example where the debt is barred by law of limitation. 
(5) DISCHARFGE BY OPERATION OF LAW: Where the promisor dies or goes insolvent there is a discharge of 
contract by operation of law. 
(6) DISCHARGE BY BREACH OF CONTRACT: Where there is a default by one party from performing his part 
of contract on due date then there is breach of contract. Breach of contract can be actual breach or 
anticipatory breach. Where a person repudiates a contract before the stipulated due date, it is anticipatory 
breach. 
(7) DISCHARGE BY REMISSION OR SATISFACTION: A promisee may remit the performance of the promise by 
the promisor. Here there is a discharge. Similarly the promise may accept some other satisfaction. Then 
again there is a discharge on the ground of accord and satisfaction. 
(8) Under the provisions of the Indian Contract Act, 1872, as contained in Section 67, when a promise 
neglects or refuses to afford the promisor reasonable facilities or opportunities for performance, promisor is 
excused by such neglect or refusal. 

 

MAY 2014 
 

1. Explain the law relating to liability of joint promisors in a contract. ‘D’, ‘E’ and ‘F’ who are partners in a firm, 
jointly promised to pay Rs 1,50,000/- to ‘A’. Later-on, ‘F’ became insolvent and his private assets are 
sufficient to pay only 1/5th of his share of debt. ‘A’ recovers the whole amount from ‘D’ through a legal 
action. Decide, under the provisions of the Indian Contract Act,1872 the extent to which ‘D’ can recover the 
amount from ‘E’.(8 Marks) 
Answer 
The legal liability of a joint promisor, joint promisee and other connected issues are set out in Sections 42, 
43 and 44 of the Indian Contract Act, 1872. In terms of section 42 of the Act “When two or more persons 
have made a joint promise then unless a contrary intention appears from the contract, all such persons, 
during their joint lives, and after the death of any one of them, his representative jointly with the survivor or 
survivors and after the death of the last survivor, representatives of all jointly must fulfill the promise”. 
Further, the promisee can enforce his right against any one of the joint promisor and if he does so then the 
rights and duties of the other promisors is to make contributions. In terms of section 43 of the Act, (i) when 
two or more persons make joint promise, the promisee can compel any one of the joint promisors to 
perform the whole of promise. (ii) in the above situation, the performing promisor can enforce contribution 
from other joint promisors, in the absence of express agreement to the contrary. 
Section 44 of the Act, states that in the matter of release of one of the joint promisors, it must be 
understood that such a release does not discharge other joint promisors nor does the released joint 
promisor would stand released to other joint promisor or promisors. 
Hence, in the instant case, D, E and F who are partners in a firm, jointly promised to pay RS 1,50,000/- to A. 
Later on, F became insolvent and his private assets are sufficient to pay only 1/5th of his share of debt i.e. ` 
10,000/- (1/5th of Rs 50,000/-) (Amount to be contributed by F is Rs 50,000/- (1/3rd of Rs 1,50,000/-). A 
recovers the whole amount from D through a legal action. Here, D is entitled to receive 
(a) From F’s assets: Rs 10,000/- 
(b) From E: Rs 70,000/- (Rs 50,000/- being his own share + ½ (50,000 – 10,000) i.e. Rs 20,000/- being one half 
share of total loss of Rs 40,000/- due to F’s insolvency). 
Thus, in the above case, under the provisions of the Indian Contract Act, 1872, D can recover Rs 70,000/- 
from E 
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2. State whether the following statements are correct or incorrect :- (2 Marks) 
(i) A minor on his attaining majority can validate any agreement which was entered into when he was minor 
and which was void. 
(ii) Maintenance and Champerty are void in England but not in India, till they are not opposed to public 
policy 
Answer 
(i) Incorrect 
(ii) Correct 

 
NOV 2014 

 
1. Explain what is meant by "Supervening Impossibility" as per the Indian Contract Act, 1872 and also state the 

situations which would not constitute grounds of impossibility. (8 Marks) 
Answer: 
 Supervening Impossibility – 
The idea of “supervening impossibility” is referred to as ‘Doctrine of Frustration’ in U.K. In order to decide 
whether a contract has been frustrated, it is necessary to consider the “intention of parties as are implied 
from the terms of contract”.  
However, in India the ‘doctrine of frustration’ is not applicable. Impossibility of performance must be 
considered only in terms of section 56 of the Act. Section 56 covers only ‘supervening impossibility and not 
implied terms’. This view was upheld by Supreme Court in Satyabrata Ghose Vs Mugneeram Bangur  
Doctrine of frustration applies in the case of supervening impossibility, where the performance of the 
contract has become impossible and where the object of the contract has failed. This doctrine does not 
apply – where the performance simply becomes difficult / commercially impossible / impossibility induced 
by the act or the conduct of any person etc. 
Various situations as not constituting grounds of impossibility  
i. A promised to B that he would arrange for B’s marriage with his daughter. A could not persuade his 
daughter to marry B. B sued A who pleaded on the ground of impossibility that he is not liable to any 
damages. But it was held that there was no ground of impossibility. It was held that A should not have 
promised what he could not have accomplished. Further A had chosen to answer for voluntary act of his 
daughter and he was liable. 
ii. The defendant agreed to supply specified quantity of ‘cotton’ manufactured by a mill within a specified 
time to plaintiff. The defendant could not supply the material as the mill failed to make any production at 
that time. The defendant pleaded on the ground of impossibility which was not approved by the Privy 
Council and held that contact was not performed by defendant and he was responsible for the failure 
(Hamandrai Vs Pragdas 501A). 
iii. The defendant agreed to procure cotton goods manufactured by Victoria Mills to plaintiff as soon as they 
were supplied to him by the mills. It was held by Supreme Court that the contract between defendant and 
plaintiff was not frustrated because of failure on the part of Victoria Mills to supply goods (Ganga Saran Vs 
Finn Rama Charan, A.I.R. 1952 S.C.9). 
iv. A dock strike would not necessarily relieve a labourer from his obligation of unloading the ship within 
specified time. 
v. Impossibility of performance that “having regard to the actual existence of war condition, the extent of 
the work involved and total absence of any definite period of time agreed to the parties, the contract could 
not be treated as falling under impossibility of performance (Satyabrata Ghose Vs Mugneeram Bangur A.I.R, 
1954) S.C. 44). In the given case the plaintiff had agreed to purchase immediately after outbreak of war a 
plot of land. This plot of land was part of a scheme undertaken by the defendant who had agreed to sell 
after completing construction of drains, roads etc. However, the said plot of land was requisitioned for war 
purpose. The defendant thereupon wrote to plaintiff asking him to take back the earnest money deposit, 
thinking that the contract cannot be performed as it has become impossible of being performed. The 
plaintiff brought a suit against the defendant that he was entitled for conveyance of the plot of land under 
condition specified in the contract. It was held that the requisition order did not make the performance 
impossible. While judging the impossibility of performance issue, the Courts would be very cautious since 
contracting parties often bind themselves to perform at any cost of events without regard to price prevailing 
and market conditions. 
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2. State whether the following statements are correct or incorrect: (2 Marks) 

(i) The agreement towards compounding of an, offence to avoid prosecution is void. 
Answer 
(i) Incorrect 

 

MAY 2015 
1. ‘X’ entered into a contract with ‘Y’ to supply him 1,000 water bottles @ Rs 5.00 per water bottle, to be 

delivered at a specified time. Thereafter, ‘X’ contracts with ‘Z’ for the purchase of 1,000 water bottles @ Rs 
4.50 per water bottle, and at the same time told ‘Z’ that he did so for the purpose of performing his contract 
entered into with ‘Y’. ‘Z’ failed to perform his contract in due course and market price of each water bottle 
on that day was Rs 5.25 per water bottle. Consequently, ‘X’ could not procure any water bottle and ‘Y’ 
rescinded the contract. What would be the amount of damages which ‘X’ could claim from ‘Z’ in the 
circumstances? What would be your answer if ‘Z’ had not informed about the ‘Y’s contract? Explain with 
reference to the provisions of the Indian Contract Act, 1872. (5 Marks) 
Answer 
BREACH OF CONTRACT: DAMAGES:  
Section 73 of the Indian Contract Act, 1872 lays down that when a contract has been broken the party who 
suffers by such breach is entitled to receive from the party who has broken the contract compensation for 
any loss or damage caused to him thereby which naturally arose in the usual course of things from such 
breach or which the parties knew when they made the contract to be likely to result from the breach of it. 
The leading case on this point is “Hadley v. Baxendale” in which it was decided by the Court that the special 
circumstances under which the contract was actually made were communicated by the plaintiff to the 
defendant, and thus known to both the parties to the contract, the damages resulting from the breach of 
such contract which they would reasonably contemplate, would be the amount of injury which would 
ordinarily follow from the breach of contract under these special circumstances so known and 
communicated. 
 
The problem asked in this question is based on the provisions of Section 73 of the Indian Contract Act, 1872. 
In the instant case ‘X’ had intimated to ‘Z’ that he was purchasing water bottles from him for the purpose of 
performing his contract with ‘Y’. Thus, ‘Z’ had the knowledge of the special circumstances. Therefore, ‘X’ is 
entitled to claim from ‘Z’ Rs  500/- at the rate of 0.50 paise i.e. 1000 water bottles x 0.50 paise (difference 
between the procuring price of water bottles and contracted selling price to ‘Y’ ) being the amount of profit 
‘X’ would have made by the performance of his contract with ‘Y’. 
If ‘X’ had not informed ‘Z’ of ‘Y’s contract then the amount of damages would have been the difference 
between the contract price and the market price on the day of default. In other words, the amount of 
damages would be Rs  750/- (i.e. 1000 water bottles x 0.75 paise). 

 
2. Explain the meaning of ‘Quasi-Contracts’. State the circumstances which are identified as quasi contracts by 

the Indian Contract Act, 1872. (8 Marks) 
Answer 
 QUASI-CONTRACTS: Even in the absence of a contract, certain social relationships give rise to certain 
specific obligations to be performed by certain persons. These are known as “quasi-contracts” as they create 
some obligations as in the case of regular contracts. Quasi-contracts are based on the principles of equity, 
justice and good conscience.  
The salient features of quasi-contracts are: Firstly, such a right is always a right to money and generally, 
though not always, to a liquidated sum of money; Secondly, it does not arise from any agreement between 
the parties concerned but the obligation is imposed by law and; Thirdly, the rights available are not against 
all the world but against a particular person or persons only, so in this respect it resembles to a contractual 
right. 
 
CIRCUMSTANCES IDENTIFIED AS QUASI-CONTRACTS: 
1. Claim for necessaries supplied to persons incapable of contracting: Any person supplying necessaries of 
life to persons who are incapable of contracting is entitled to claim the price from the other person’s 
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property. Similarly, where money is paid to such persons for purchase of necessaries, reimbursement can be 
claimed. 
2. Right to recover money paid for another person: A person who has paid a sum of money which another 
person is obliged to pay, is entitled to be reimbursed by that other person provided that the payment has 
been made by him to protect his own interest. 
3. Obligation of person enjoying benefits of non-gratuitous act: Where a person lawfully does anything for 
another person, or delivers anything to him not intending to do so gratuitously and such other person 
enjoys the benefit thereof, the latter is bound to pay compensation to the former in respect of, or to 
restore, the thing so done or delivered. 
4. Responsibility of finder of goods: A person who finds goods belonging to another person and takes them 
into his custody is subject to same responsibility as if he were a bailee. 
5. Liability for money paid or thing delivered by mistake or by coercion: A person to whom money has 
been paid or anything delivered by mistake or under coercion, must repay or return it. 
In all the above cases contractual liability arises without any agreement between the parties. 

 

NOV 2015 
 

1. Under what circumstances the original contract need not be performed as stated under section 62 to 67 of 
the Indian Contract Act, 1872? (4 Marks) 
Answer 
(Contracts which need not to be performed: A contract would not require performance under 
circumstances spelt out in Sections 62 to 67 of the Indian Contract Act, 1872. These circumstances are (i) 
novation, (ii) rescission, (iii) alteration and (iv) remission. 
(1) Novation: Novation means substitution. Where a given contract is substituted by a new contract, it is 
novation. The old contract, on novation ceases. It need not be performed. Novation can take place with 
mutual consent. However, novation can take place by substitution of new contract between the same 
parties or between different parties. Novation results in discharge of old contract. 
(2) Rescission: In case of rescission, the old contract is cancelled and no new contract comes in its place. A 
contract is also discharged by rescission. Sometimes, parties may enter into an agreement to rescind the 
previous contract. Sometimes, the contract is rescinded by implication or by non-performance for a long 
time without each other complaining about it. 
(3) Alteration: Where the contract is altered, the original contract is rescinded. Hence, the old one need not 
be performed whereas the new one has to be performed. Alteration involves both rescission and novation. 
The line of difference between alteration and novation is very thin. While there can be very minor 
alterations, there cannot be unilateral material alteration to a contract. If it is done it will be void. 
(4) Remission means waiver: Section 63 of the Act deals with remission. It provides that “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 it thinks fit”. Thus the 
promisee can waive either in full or in part the obligation of the promisor or extend the time for 
performance 
 

2. Mr. U offered to sell his house to Mr. X for Rs 15,00,000. Mr. X accepted the offer by post. On the very next 
day Mr. X sent a telegram revoking the acceptance which reached Mr. U before the letter of acceptance. Is 
the revocation of acceptance valid? Would it make any difference if both the letter of acceptance and the 
telegram of revocation of acceptance reach Mr. U at the same time? (4 Marks) 
Answer 
Communication and revocation of acceptance when complete: The problem is related with the 
communication and time of acceptance and its revocation. As per Section 4 of the Indian Contract Act, 1872, 
the communication of an acceptance is complete as against the acceptor when it comes to the knowledge of 
the proposer. Whereas section 5 of the Indian Contract Act, 1872 says that an acceptance may be revoked 
at any time before the communication of the acceptance is complete as against the acceptor, but not 
afterwards. 
Referring to the above provisions 
(i) Yes, the revocation of acceptance by Mr. X (the acceptor) is valid. 
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(ii) If Mr. U opens the telegram first (and this would be normally so in case of a rational person) and reads it, 
the acceptance stands revoked. If he opens the letter first and reads it, revocation of acceptance is not 
possible as the contract has already been concluded. 

 

MAY 2016 
1. '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 of 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? (4 Marks) 
Answer 
Agreement in Restraint of Trade: Section 27 of the Indian Contract Act, 1872 deals with agreements in 
restraint of trade. According to the said section, every agreement by which anyone is restrained from 
exercising a lawful profession, trade or business of any kind, is to that extent void. However, in the case of 
the service agreements restraint of trade is valid. In an agreement of service by which a person binds 
himself during the term of agreement not to take service with anyone else directly or indirectly to promote 
any business in direct competition with that of his employer is not in restraint of trade, so it is a valid 
contract.  
In the instant case, agreement entered by X with Y is reasonable, and do not amount to restraint of trade 
and hence enforceable.  
Therefore, X can be restrained by an injunction from practicing on his own account in Jodhpur 

 
2. List out the points of difference between Fraud and Misrepresentation. (4 Marks) 

Answer: 
 Fraud and Misrepresentation: Differences ( Sections 17 and 18 of the Indian Contract Act, 1872 )  
(1) Extent of Truth Varies: In case of fraud the person making the representation knows it fully well that his 
statement is untrue and false. In case of misrepresentation, the person making the statement believes it to 
be true which might later out to be untrue. In spite of this difference, the end result is that the other party is 
misled.  
(2) Right of the person concerned who suffers: Fraud not only enables the party to avoid the contract but 
the party is also entitled to bring action. Misrepresentation merely provides a ground for avoiding the 
contract and not for bringing an action in the court of law.  
(3) Action against the person making the Statement: In order to sustain an action for deceit, there must be 
proof of fraud. Fraud can be proved only by showing that a false statement was made knowing it to be false 
or without believing it to be true or recklessly without any care of truth. One is action against deceit and the 
other is action for recession of the contract. In the case of misrepresentation the person  may be free from 
blame because of his innocence but still the contract cannot stand.  
(4) Defences available to persons: In case of misrepresentation, the fact that the plaintiff had means of 
discovering the truth by exercising ordinary diligence can be a good defence against the repudiation of the 
contract, whereas a defence cannot be set up in case of fraud other than fraudulent silence 

 
3. Distinguish between a Wagering Contract and a Contingent Contract. (4 Marks) 

Answer: 
Differences between a Wagering Agreement and Contingent Contract (Section 30 and 31 of the Indian 
Contract Act, 1872):  
(1) A wagering agreement is a promise to give money or money’s worth, depending on future uncertain 
event whereas a contingent contract is to do or not to do something if some event does or does not happen.  
(2) In a wager, the future event is the only event. It is the sole determining factor of agreement in wager 
whereas in contingent contract, the future uncertain event is collateral to the contract.  
(3) In a wagering agreement, parties have no pecuniary or financial interest in subject matter except the 
winning or losing amount of wager whereas in contingent contract, the party has pecuniary or financial 
interest in the event.  
(4) Wagering agreement is a game of chance whereas a contingent event is uncertain but not a game of 
chance.  
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(5) Wagering agreement consists of reciprocal promises. It is a set of mutual promises, each of them 
conditional on the happening or not happening of a future uncertain event whereas a contingent contract 
may or may not contain reciprocal promises.  
(6) In a wager, the uncertain event is beyond the power of both parties whereas in contingent contract, the 
event may be within the power of one of the parties.  
(7) A wagering agreement is void whereas a contingent contract is valid. 
 

NOV 2016 
1. 

 ‘N’ an industrialist has been fighting a long drawn litigation with ‘S’ another industrialist. To support his 
legal campaign ‘N’ enlists the services of ‘R’ a legal expert stating that the amount of Rs. 5 lakhs would be 
paid, if ‘R’ does not take up the brief of ‘S’. ‘R’ agrees, but at the end of the litigation ‘N’ refuses to pay. 
Decide whether ‘R’ can recover the amount promised by ‘N’ under the provisions of the Indian Contract Act, 
1872. (5 Marks) 
Answer: 
The problem as asked in the question is based on one of the essential elements of a valid contract as stated 
under Section 10 of the Indian Contract Act, 1872. In terms of the said section, “all agreements are contracts 
if they are made by the free consent of the parties competent to contract, for a lawful consideration and 
with a lawful object and are not expressly declared void”. Thus, in order to be valid contract, such 
agreement must not be one which the law expressly declares to be either illegal or void.  
A void agreement is one which does not have any legal effect. Certain agreements such as agreements in 

restraint of trade, marriage, legal proceedings etc., are void agreements since they have been identified as 

“opposed to public policy”.  

The given instance is based on the agreement in restraint of legal proceedings. This agreement restricts 

one’s right to enforce his legal rights. Such an agreement has been expressly declared to be void under 

section 28 of the Indian Contract Act, 1872 as they are opposed to public policy.  

Hence, “R” in the given case cannot recover the amount of Rs 5 lakhs promised by “N” because it is a void 
agreement and cannot be enforced by law. 
 
2. 
(i) 
 State with reasons whether the following agreements are valid or void under the provisions of the Indian 
Contract Act, 1872:  
(1) Vijay agrees with Saini to sell his black horse for Rs.3,00,000. Unknown to both the Parties, the horse was 
dead at the time of the agreement.  
(2 ) Sarvesh sells the goodwill of his shop to Vikas for Rs.10,00,000 and promises not to carry on such 
business forever and anywhere in India. (4 Marks) 
(ii) 
Explain the meaning of “Suit for Injunction” as per the provisions of the Indian Contract Act,1872. (4 Marks) 

 
Answer  

(a) (i) (1) As per Section 20 of the Indian Contract Act, 1872, the contracts caused by mistake of fact are void. 

In this case, there is mistake of fact as to the existence of the subject-matter, i.e., with respect to the selling 

of horse which was dead at the time of the agreement. It is unknown to both the parties. Therefore, it is a 

void agreement.  

(2) As per Section 27 of the Indian Contract Act, 1872, an agreement in restraint of trade is void. However, a 

buyer can put such a condition on the seller of goodwill, not to carry on same business, provided that the 

conditions must be reasonable regarding the duration and place of the business. Since in the given case, 

restraint to carry on business was forever and anywhere in India, so the agreement in question is void.  

 

(ii) Suit For Injunction - As per the Indian Contract Act, 1872, a suit for injunction is a remedy provided to 

the aggrieved party on the breach of contract. The term injunction may be defined as an order of the courts 
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restraining a person from doing something which he promised not to do. In general, injunction is a court 

order by which an individual is required to perform, or is restrained from performing, a particular act. In 

relation to the law of contract, the injunction is a useful weapon for the purpose of encouraging 

performance of a contract involving personal services.  

When a party makes a breach of contract, the injured party can, under certain circumstances, apply to the 

Court for issuing of an injunction with a view to prohibiting the party for making breach of the contract or 

doing something against the term of contract.  

The power of Court to grant injunction is discretionary. However the Courts generally grant injunctions in 

the following cases:  

(i) In case of clear negative stipulation: Sometimes there is clear negative stipulation in the contract that a 

party will not do a particular thing. In such cases, if that party undertakes to do the same thing and makes a 

breach of  contract, the Court may grant an injunction on the request of the aggrieved party.  

(ii) In case of inferred negative stipulation: Where in the contract there is no clear negative stipulation but 
it can be inferred from it that there existed a negative stipulation, the court may also grant an injunction. 
But the Courts generally go by the distinct negative stipulation. 
 
3. 
State whether the following statements are correct or incorrect: 
(i)A collateral agreement to the void agreement is also void.  

 (ii) If one party fails to perform his obligation within the stipulated time, where time is not the essence of 

the contract , the other party can always rescind the contract on this ground. 

Answer: 

(i) The given statement is Incorrect.  

(ii) The given statement is Incorrect. 

 MAY 2017 

1. 

PM Ltd., contracts with Gupta Traders to make and deliver certain machinery to them by 30.6.2014 for 

21.50 Lakhs. Due to labour strike, PM Ltd. could not manufacture and deliver the machinery to Gupta 

Traders. Later Gupta Traders procured the machinery from another manufacturer for Rs.22.75 lakhs. Gupta 

Traders was also prevented from performing a contract which it had made with Zenith Traders at the time of 

their contract with PM Ltd. and were compelled to pay compensation for breach of contract. Advice 

Gupta Traders the amount of compensation which it can claim from PM Ltd., referring to the legal provisions 

of the Indian Contract Act, 1872. (5 Marks) 

Answer: 

Section 73 of the Indian Contract Act, 1872 provides for compensation for loss or damage caused by breach 

of contract. According to it, when a contract has been broken, the party who suffers by such breach is 

entitled to receive from the party who has broken the contract, compensation for any loss or damage 

caused to him thereby which naturally arose in the usual course of things from such breach or which the 

parties knew when they made the contract, to be likely to result from the breach of it. Such compensation is 

not given for any remote and indirect loss or damage sustained by reason of the breach. 

It is further provided in the explanation to the section that in estimating the loss or damage from a breach of 

contract, the means which existed of remedying the inconvenience caused by the non-performance of the 

contract must be taken into account. 

Applying the above principle of law to the given case, PM Ltd. is obliged to compensate for the loss of 

Rs.1.25 lakhs (i.e. Rs.22.75 lakhs – Rs.21.50 lakhs) which had naturally arisen due to default in performing 

the contract by the specified date. 

Regarding the amount of compensation which Gupta Traders were compelled to make to Zenith Traders, it 

depends upon the fact whether PM Ltd. knew about the contract of Gupta Traders for supply of the 
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contracted machinery to Zenith Traders on the specified date. If so, PM Ltd. is also obliged to reimburse the 

compensation which Gupta Traders had to pay to Zenith Traders for breach of contract. Otherwise PM Ltd. 

is not liable for that. 

2. 

What do you understand by "coercion", describe its effect on the validity of a contract? (4 Marks) 

Answer: 

“Coercion” is the committing or threatening to commit any act forbidden by the Indian Penal Code 1860, or 

the unlawful detaining or threatening to detain any property, to the prejudice of any person whatever, with 

the intention of causing any person to enter into an agreement. (Section 15 of the Indian Contract Act, 

1872). 

It is also important to note that it is immaterial whether the Indian Penal Code, 1860 is or is not in force at 

the place where the coercion is employed. 

Effects on validity: According to section 19 of the Act, when consent to an agreement is caused by coercion, 

the contract is voidable at the option of the party, whose consent was so caused. The aggrieved party, 

whose consent was so caused can enforce the agreement or treat it as void and rescind it. It is seen that in 

all these cases though the agreement amounts to a contract, it is voidable. The injured 

party might insist on being placed in the same position in which he might have been had the vitiating 

circumstances not been present. 

Where a contract is voidable and the party entitled to avoid it decides to do so by rescinding it, he must 

restore any benefit which he might have received from the other party. He cannot avoid the contract and at 

the same time enjoy the benefit under the rescinded/avoided contract. (Section 64) 

3. 

State whether the following statements are correct or incorrect: 

An agreement with alien friend is void but an agreement with alien enemy is valid. 

Answer: 

Incorrect 




