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Contractof Indemnity & Guarantee [See 14-147)
↓

↓ ↓ -

Contract of Contract of Continuing Guarantee Discharge of Rights of
Indemnity Guarantee

[See 129-132] surety . Surety
See 124-1255 [See 12612-7 (See 133-139] See 140-

Contract of Indemnity (See /2) 1977

Contract by which
--·

one party promises Indemnifier) to save the other
IIndemnified
-

From the Loss caused to other person.
↓

By the conduct of
-T

promisor himself
OR Any other person
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Definition of contract of Indemnity
-

INCLUDES EXCLUDES

- -
--

.

Only ex/ promise Cases where Loss is Implied Act of God.Dress

to indemnify caused by conduct of promise
-.

promisor Of Any otherHimself person
.

--
I . e Loss must be caused by
human agency only
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Right of Indemnity Holder . [See 5]
↓

To recover from the indemnifier
I--

All damages which he All cost untict he may All sums articl
C

may be
celled to pay

in be compelled to pay He may have pand
any sit

com
inany

suit under any compromise

ofany
suit.

Contract of Guarantee (Seeko)
contract - may be either oral or

written
--

To perform thepromise discharge fiability
E-

of third person in case of his default
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3) Parties involves

Person giving guaranteto To whom guarantee For whose default
given guarantee is given

surety Is

Creditor Principal Debtor

contract of quarantee is tripartite Agreement
-

Principal contract secondary contract between Implied Contract
between -T -
-. creditor surety surety Principal

Principal Debtor Creditor Debto
C
Note: Right of crety is not affected by the fact that the creditor
Has refused to se principal Debtor or has not demanded the rum due
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omHim.
-

N

EssentialElementsofa Guarante
Principal Debt

I
Existence of ability No misrepresentation dritting

or concealment not
The existence of principal [SecI2 & 143] necessary
Debt is necessary ↓

If there is no principal Any guarantee obtained by
Debt

, there canbe noeuch creditor by
·
-Ofguarantee . Misrepresentation without his knowledge

Of

Reeping
orascent silent
&- ↑

I
As to material part of transactionis void .

Joining of other to-surities (See 144)
as condition by surety
quarante not valid until other co-surety joins

STUDY CIRCLE || 82868 81716 | 77383 05533 CMA INTERMEDIATE – BUSINESS LAWS & ETHICS

6



with surety
Consideration
-

quarantee without See 127 consideration But past consideration
consideration is received by principal is no consideration
void debtor is sufficient

consideration to surety
for giving guarantee

Yo need of direct
consideration between
-

surety creditor
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Types of Guarantes
-·

Specific Guarante Continuing,
Guarantee

Da Which extends to series of
Which extends to single debt/specific
transaction transaction

continues
V

Surety's fiability comes to an end surety'sfiabilityar of quarantee
-when debt discharged

By notice of revocation By death of
to creditorT surety Foror

-

future transaction. future transaction
·↓

For Past unless there is
↓ contract to contrary

heirs are liable and
can be seed
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NatureandExtent of Surety's Liability (Section (28)
---↓ 7

to extensive with I tiable when If PrincipalDebtor CreditorOnly may
Principal Debtor ie Principal debtor due to defect in proceed directly
of sameamount for makes default the document

WHICH Principal Debtor is surety's Liability ceases to be L against surety·ables

is tiable - is secondary in surety also
unless otherwise

nature clases. agreed.
DISCHARGE OF SURETY .

-I-

By revocation of continuing guarante
.

By Notice BySurety's ByNovationDeath
SL

Surety is discharged for future transaction but not for past transaction,

I
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Byconductof Geditor
--

↓

Byvariance in By release or tren Geditor (Sec 135)
Terms of contract discharge of PD -
S If 43 compounds with(Se133 (See13

L
Agrees not tosue.- -

Creditor enters into creditor does any Principal Debtor
Frests contract with Act or ommission

PD discharging D which discharge the Creditors Act or OmissionP.D.

impairing surety's eventual
/

remedy (See 139)

Loss of security
(Sea (4)

Note :Geditors Frebearance to see Principal Debtor does not discharge
surety .
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By Invalidation of contract
I f-↳

By Misrepresentation By concealment Failure of Co-surety
(See 142) (Ses (43) to join (Sel)
When Surety Not Discharged. (See 136 & Sec17)

-..
Surety not discharged rutzen Creditors forebearance to

+ made with third she does not dischargeagreemen
person

to give time to
P .D Surety .
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Rights of Surety
-

-..-↓ J

-

Against the Againstthe Geditor Againstthe ele DebtorPrincip
- A surety has same (See (46)

+ of Impliedpromise benefit in every security Co-suritiesRign
to indemnify surety which creditor has

#

subrogation S
are liable

[See 140) [See 145 against P .D AT THE
to contribute↓ TIME WHEN CONTRACT

to
surety is entitled OF SURETY SHIP ENTERED equallyOn payment of to recover from P .D.Xdebt surety all sums which Irrespectiv of If creditor without

get all the rights surety has fully nether consent of suretyfor had fact Iurtict credi ·

d . with such
the P.D. pai existence security partsagainst of security-> surety

was known to
not is discharged to thatsurety or extent.
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BAILMENT (SECTION 149)

-that once the purposeDelivery of Goods Forsome purpot is accomplished

Jone7 .

F-
To another

Person [Balee] Goods must be or disposed
[Bail or]

returned off according
to direction

Types of Bailment

- of palorGratuitous Non Gratuitous--

#
H

no remuneration mutual benefit for both

egi-lending bookto friend
.

balor as well as pailee

egi-renting of motor
car
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Essential Elements of Bailment

Delivery of ② Delivery should ③ Delivery should be
Possession be upon a upon some

contract condition/purposeConstructive to
-Adual ④ ownership is not Goodstransferred to

must be Exchange
returned in not

allowed
same form Or
altered form
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Duties of Bailor = Rights of Bailee [See 150, 158 , 159)
①-

② senses O BaileaDuty to disclose
*

Duty to Bear EX [ IndemnitySex/5
& -Known defects -
T for immature

Se/5C O Gratuitous Non-Gratuitous Termination
-- - I See 155

Bailow shall Bailor is tiableGratuitous Non-gratuitous repay the topay extraordinary -

of↓ -I In case

Bailor is bound Bailer is liable build
expenses to brile. gratuiturous

· Iment
to disclose untether He was -> necessary ④

Bul
↓X

faults or was not aware expenses
↓ For loss 07

7
. of faults. traordinary suffered-> ex&

senses incorred Duty to damage
Which bailor What if ext in
isaware balor is not by baile indemnify by bailes benefit↳ which aware of the

builes for excess of
receiv

may expose facts ⑤Duty to receive defective ed
↓

Bailes to Bailow not tiable Back theGoods Tie
extraordinary ⑤ Duty to Bear risk of LossRISK
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↓

If notdisclosed
↓s

Bailor responsible
for damage to
baile

Duties of Bailee = Rights of Bailor
↓ Is ↓

Take reasonable Not to make
Is
Not to mix goods To returnany

unauthorized ↓
care of goods (See153) If bailed mixes the accretion , profit
bailed to Him use of goods goods with

his Own or increase in

as a men of Bailmen is voidablea oc ↳goods (See 163)
Ordinary stion of

7
To return thecaudence at of with the consent Without theIsis) if bailes makes balor see consent of goods(160Is

155inconsistent use of
I,

S Bailor If by defant of pailesIf Baile of goods (See(53) Both the parties F good- not returned,
He is responsible
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takes reasonable shall taxe interest Good Impossible for loss (3)can to
care he is in proportion to serate (Sec (57)

sonsible their beperated selnot rea respective se Cshares I Se156)for damages
. (Sec 152) ownership Bailorfited

remains in for
sensationpartiesespectively comy
Tee .I by bal

Bailes is bound
to bear expense

of separation
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* Finder of Lost Goods [Sec168)
-DutiesMeaning

to --who finds goods which do Find the surrender
not belong to hm tele owned Thegoods

to tim
Y

Finder of Lost Goods
--

canse the owner cannot Sue
to *

Where the owner has where owner Hoy

offereda specific reward. not offered a reward

-- ↓

Finder of Lost goodsSue for May retain retain thereward. the goods may until
until then goods sensated.

comp
* When finder of a goods can self the goodsa
---or

Owner cannot be found after
Owner refuses upon

demand to pay
the
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Reasonable Deligence. Lawful charges-
↓

Finder may sell it N---
If the thing is in danger of

Of Lawful charges

Perishing and losing the of finder Amounts

greater part of value. to 2/3% or more

of Goods found.
18000 dog .

18000E=--

* General tion & Particular sien .

---
Meaning Restrictions
↓ to

I-
Right to retain the Goods in Lien gives only No

possesionbelonging toeand a right to right
Payment for work & Labour

retain the to sell

of the person in possession is
goods in possession it

fulfilled .
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Particular Jen [Section 170)
=> Where the buil rendered any service involving
the exercise of Labour or skill in respect of goods
bailed

,
he t unless otherwise agreed a right

to retain such goods until the receives remuner
· ation for service rundosed.

Conclusion.
.->

Where there is no And Bailee rendered
contract to the contrary some services or Labour

or skill to the goods
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PLEDGE= See 172-182)

Pledge (See 172)
-

Bailment of Goods By way of security

For
I
--

Payment of Debt O2 Performance of Promise

Bailor = Pownos Bailee = Pownes.
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Rights of Pawnee

↳ Right to retain the pledged Goods by Pawnee [See 173)

--·
Not only for payment of debts or But also for interest on debt

performance of promise. and allnecessaryexpes eservation

of goods
↳ Right to retention of subsequent debts. (See 174)

↓

But he can do so only when it has been perided in contract

3) Pownee's rights receive extraordinary expenses from pownor
for powerof goodspledged (See 175)
Pownee cannot retain goods But he can sue powner.
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⑪ powners right when pownor
makes default (Sec176)
.-

Bring suit against pournor Or
sell the goods after giving

AND reasonable notice to pownor
↳

Retain the goods as security
After sale proceeds
-

-
T

Less than the Greater than the
due amount amount due

↓ ↓

Pownor still Pownes stall pay
tiable over the surplus

to the pownor
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PLEDGE BY NON OWNER

a Pledge by Mercantilegenin powner acted in goodpossession of with Acting in
has no notice

or document consent of Ordinary faith andgoods owner cours of authority of pownor
.

office to goods business of
ie pownorfala

fallconditions aresatisfied the d is a valid pledge

dPKy person
in possession of under voidable contract (sec

s

AJ

to

By Fraud By Coercion By Misrepresentation By under Influence
N
-

But the contract has not been rescinded at the time of pledge
#
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Pawnee
--

inAcquires good title togoods Ifthe acted good faith &
without notice of defective
title

⑬ Pledge where pownor has only a limited interest [sec179]

-
- -

Pawnor is not absolute Pledge is valid to extent of that
owner of goods interest

↳ Pledge by co-owner in possession.

5) Pledge by seller or buyer in possession.
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THE INDIAN CONTRACT ACT 1872

-.
Not defined Defined (Sec 182)
the term

.
7

Agency.
Agent Principal
↓ to

means a person means a

employed. person for
Whom

. pervent .do any act for re
another another such act or is

is done dresen-- ruted
-

In dealing withThirdPerson,

TEST OF AGENCY.

Whether thePerson
--

has the capacity to bind AND
can establish Prixity

the Pricipal I make him of contract between
answerable to third party the PrincipalI third

Parties -
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-

IfYes
= Agency ·

Rule of Agency is based on the Maxim

↳ Qu Fait Per Alium , Fait Per Se

H

He who acts through an Agent is himself acting,
* Who may employ an Agent ? (Se 183)

-
-->

qualified Dis qualified
H I

whois minos or personAny person
o

of sound of unsound
mind

may
mind .

H

may appoint an
agent
* Who may be appointed as an agent ? See 184

·
--

Any Even a minor and personperson may
become

of unsound mind
and
beprincipal stall actsbound by His
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But I
shall not be

able
Srincipal
to proceed against

Hm for-his-A
negligent or misconduct.
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Modes of creation of Agency
# ↓ to

Express Appointment by necessity Agency by ratificationAgencywords spoken prevent thePrincipal ↓

from Loss in an emergency -
situation agent can do Bijt on behalf

or writteni ! to /

S
Act done

notnecessaryad what he cannot do in Ordinary omperson
ofanother

agenement
course of business d-

slied appointment But without authority Of

-~ knowledge of another person
from circumstance From conduct

-of parties other

person
o

such
--

may elect
to ratify such

act => called agency ac
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Allo by ratification No agency
comes in to

Agency by estoppeto picture

Liability of principal for
unauthorised act of agent

↓
Essentials
- person

Principal must thirdI
Representation made Have induced

believed it

by principal (experien third person from made the contract
on implied stating that

agent has authority
to representation

act although he has
no authority
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* Essential of Valid Ratification .
I-, The witole Ratification Ratification must

Ratification may ratification must transaction
-

be made
be made with cannot injure

a
within reasonablebe exprien must be partyor im

,
lied full knowledge ratified time

See197 ↓ of material Hs ↓ set 200
fact =>See 198 Sea 199

Ratification must only Lawful acts
be communicated can be ratified
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* Extent of Agents Authority .

* Agents Authority

Principal is bound by acts ofAgent if agent for
nacircumstances Emergency.

↓
acts within the scope of His Authority. Agent can do exery Lawful Agent can do all such

business to carry on the acts for the purpose
busines Or of protecting His

Its permitted by custom. principal for Loss
S
-

Essentials

D Agent had no opportunity to communicate

with principal
2) Agent adopted most reasonable and practi
-cable step
3] There was actual commercial necessity.

4) Agent acted in Good faith for the benefit
of Principal
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SUB AGENT/SUB AGENCY.

#agent Appointment Because Agent is
appoints another of rub the delegate andis cannotagent notgent delegateedelegateLawful

Based on atus noncontract of Deleg
Agency is of confidence protestsayed
Fiduciary character . re by Delegare"

Principal in
Agent.T
X

Exceptions-when agent can appoint sub agent
.

-T
Where terms of

Of Permitted Or

In case ofunder
appointment of Agent ustom of unforseen
provides that Agent track emergency
may appoint sub agent
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Appointment of sub Agent
,

- -

Properly Without Authority
↳ Who shall be fiable <

F for acts of subgent 7

Principal tiable to 3parties & Principal is not
Liable to third Parties

2) Agent isCiable toPrincipal 2) Agent is diable
13 sub Agent is diable toAgent. to both Principal &

3rd Party
s] SubAgent is tiable
to Agent
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substituted Agent
--

Substituted Agent is the though he is named by
Agent of Principal agent Having authority

to do so....

.
Agents duty in naming such person.
---
A

To exercise due diligence as If he does nott
a man of ordinary prudence Agenttiablewouldapply in his own case.

↓

If he does this
D

He is
acts ornotresponsible toprincipalthea
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A Duties and Obligation of Agent① ↓
I

↓ ④ ⑤
To conduct business To render Agents dulycommunicate Depudiation
ofagency according proper of transaction
crincipals direction

accounts withprincipalto/ (See215 bprincipaets(Ses 2) See H

Agent
is IIare concealed
bound to

conduct busines of
⑦ ofagent

agency with on

as

Agents duty
much as skill to paysums Not to ⑥
is generally possessed received

cal deal on his
by person in similar for princial own account

business (See <(2) (Sec 218) (See 216)
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Rights of Agent↓ Q & ③ ↳ 5

Right to retain Right to receive Agents sien Righto Right to
out of rums remuneration principal Indemnification Indemnificationonereceived On (See 219)

on

property I for Lourful ( done inprincipals However he is not (Sec 221) Acts
faithAccount entitled foroumuneration (Seed) good

sart ⑥(See 2(7) in respect of that I ⑦
Se 225)

whichGay Non
ofbusinesemis-conducted Liability Right to compensation

of employer to Agent for inging(Se <20) of agent to caused by principals
do an criminal
Act (See22) neglect (Sex225)
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gents Liability to third Party,
① Principal tiable for acts ofagent (See 226)authority (Sex22E)
② principal not bound when agent exceed authority not separable(
③ principal not bound when excess of agents serdag

④ consegnence of Notice given
to agent (See 229) business , shallnotice ob=> Any tained by agent inordinary course of

by principalhave name consequence as if it has been
obtained

⑤ Agent cannot personally enforce , not be bound by contracts on behalf of

principal (SC <30)
⑥ Rights of parties to contract

made by agent not
disclosed (Se23D

⑦ Performance of contract
with agent supposed

to be principal (Sec2)

⑧ Right of person dealing withagent personally riable . (Se 233)

⑨ consequence of inducing agent orprincipal
to act on behalf of that
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principal or agent will be held exclusively diable (See 234)
I

⑩ fiability of Pretended Agent (Ses235)
⑪ Person falsely contracting agent not entitled

toperform (Sec 236)

⑫ Liability of principal belief that agents unauthorized acts
inducing

(37)were authorized (See

⑬ Effect of misrepresentation or fraud by agent
(See 230)

Termination of AgencyIto

① See 02 : ② See203 ③ Se 204 : ④ s 205 :

Termination of principal compensationwhen
When I Revocation when

Agency can revoke authority is for revocation
&agent has agents authority partly exercised

interest in As

subject matter any time before
a gent exercised
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in absence of express
His authority

contract cannot be

terminated.

↓ ↓ ↓ ↓
See 207 : See 209

Secoo Notice of Revocation Se20The mination I Agents duty as to

Revocation must be

of Agents authority termination due to
or

As expres
2

resonable notice implied takes feet as principals death
A

to agent and or insanitymust be given
as to third

See 210
party. Terminationofe

asto agent
** as to thid party agents#

witen it comes to his kitzen i comes in to thority
knowledge knowledge of thirdParty.
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