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1. Define contract.
“Every agreement and promise enforceable at law is a contract”
2. What is agreement?

An agreement is an accepted proposal. To form an agreement there must be a proposal or offer by one party and its acceptance by the other.

Agreement = Offer + Acceptance
3. What do you mean by a void agreement?

An agreement not enforceable by law is said to be void. A void agreement does not create any legal rights or obligations. For example, an agreement with a minor.
4. Define voidable contract.

An agreement which is enforceable by law at the option of one or more of the parties thereto, but not at the option of the other or others, is a voidable contract. This happens when the essential element of free consent in a contract is missing.
5. What is implied contract?

An implied contract is one which is inferred from the acts or conduct of the parties or course of dealings between them. Where the proposal or acceptance of any promise is made otherwise than in words, the promise is said to be implied. An implied promise results in implied contract.
6. What are specific offer?

When an offer is made to a definite person, it is called a specific offer. It can be accepted only by the person to whom it is made.
7. Define consideration.

“Consideration is the price for which the promise of the other is bought, and the promise thus given for value is enforceable”. Example: A agrees to sell his car to B for Rs. 50,000. Car is the consideration for B and price the consideration for A.
8. What do you understand by ‘capacity to contract’?

Capacity here means competence of the parties to enter into a valid contract. Every person is competent to contract who (a) is of the age of majority according to the law to which he is subject, (b) is of sound mind, and (c) is not disqualified from contracting by any law to which he is subject.
9. How you describe “fraud”?

A false representation has been made knowingly or without belief in its truth or recklessly not caring whether it is true or false and the make intended the other party to act upon it. Fraud means deceiving on cheating the other.
10. What is free consent?

The term free consent refers to meeting of free and fresh minds of two parties of an agreement when two parties take and understand, purpose, subject matter and terms and conditions of the agreement in the same sense it is free consent.
11. State lawful object.

The object of the agreement must be lawful. In other words, it means that the object must not be illegal, immoral, or opposed to public policy. If an agreement suffers from any legal flaw, it would not be enforceable by law.

12. What do you mean by quasi-contract?

Strictly speaking, a quasi-contract is not a contract at all. A contract is intentionally entered into by the parties. A quasi-contract on the other hand, is created by law. It resembles a contract in that a legal obligation is imposed on a party who is required to perform it.

13. When is communication complete on offer?

The communication of an offer is complete when it comes to the knowledge of the person to whom it is made.
14. When does an offer come to an end? Give examples.

An offer may come to an end by revocation or lapse or rejection.

15. How rejection of offer can be communicated?

Rejection of the offer may be communicated by express or implied. Express rejection means the offeree may reject the offer expressly by words written or spoken. Implied rejection means rejection of the offer is implied by law.

16. Give any three legal rules as to acceptance

a. It must be communicated to the offeror

b. It must be given before the offer lapses 

c. It must be absolute and unqualified

17. What is the effect of silence on acceptance?
The acceptance of an offer cannot be implied form the silence of the offeree unless the offeree has by his previous conduct indicated that his silence means that he accepts.

18. What do you mean by “agreement to agree in future”

If the parties have not agreed upon the terms of their agreement but have agreed to agree in future, there is no contract.
19. Who is an alien?
An alien is a person who is not a subject of the republic of India. He may be an alien friend or an alien enemy.
20. What is coercion?

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.
PART – C (10 MARKS)

1. Explain the classification of contracts.
Classification according to formation

a)   Express contract
 b)   Implied contract
 

c)    Quasi contract
e) e-commerce contract 


Classification according to performance
a) Executed contract 

b) Executory contract
c) Unilateral or one sided contract

d) Bilateral contract 

 
Classification according to validity
a) Voidable contract
b) Void Agreement 
c)  Void Contract 

d) Illegal Agreement

e)  Unenforceable contract 

2. What are the essential elements of a valid contract?

Essentials of a contract
1. Offer and acceptance
2. Intention to create legal relationship
3. Lawful consideration
4. Capacity of parties
5. Free and genuine consent
6. Lawful object
7. Agreement not declared void
8. Certainty and possibility of performance
9. Legal formalities
3. Explain the legal rules as to offer and acceptance? 

Offer
An offer is “a tentative promise made by one party (the offeror), subject to a condition or containing a request to the other party (the offeree).” It is an “indication of a willingness to enter into a contract on certain terms.”  Making an offer entails a risk because, as soon as it is accepted, a binding contract exists.

To be valid, an offer must be:

1. Complete – It must contain all the major terms of the agreement; 
2. Precise – If the offer is too vaguely worded, a court may later find the agreement to be too ambiguous to be enforced; and 

3. Communicated to the offeree – This may be done by act (sitting in the chair at the hair salon), words, writing, or a combination of these. 

Acceptance of an Offer
Acceptance “occurs when an offeree agrees to enter into the contract proposed by the offeror.” The moment an offer is accepted, a contract is formed and each party is bound to comply with its terms.

To be valid, acceptance must be:

1. In a positive form, whether oral or by act; 
2. Unequivocal – It must be complete and unconditional; 
3. Without any variation in the terms of the offer or, as noted above, it will constitute a counter-offer and terminate the original offer; and 

4. Communicated to the offeror – Some contracts may specify that notice of acceptance is not necessary and that the contract will be binding as soon as the offeree has performed whatever was required of him in the offer.
4. What is free consent? When will consent be considered not free?

Free consent
Free consent is one of the most important essential elements of a valid contract. The term free consent refers to meeting of free and fresh minds of two parties of an agreement when two parties take and understand, purpose, subject matter and terms and conditions of the agreement in the same sense it is free consent. Both of them must take things in the same way. They must not understand it in different way. An agreement which is made freely it becomes a valid contract due to presence of free consent of both the parties. In any of the free consent of both there will no free consent in the agreement.

a. Coercion: - threading.

b. Undue influence: - pressure and misuse of power for unfair advantage.

c. Fraud, deceiving on cheating the other.

d. Misrepresentation: - false statement without an intention to deceive the other.

e. Mistake error

5. State briefly the law relating to competence of parties to a contract with suitable examples.
Every person is competent to contract who is of the age of majority according to the law to which he is subject, and who is of sound mind, and is not disqualified from contracting by any law to which he is subject.

1. Minor – A minor is a person who has not completed eighteen years of age.

2. Person of unsound mind – Lunatics, Idiots, Drunken or intoxicated persons.

3. Other persons – Alien enemies, Foreign sovereigns and accredited representatives of foreign state, Corporations

6. Under what circumstances is the object or consideration of a contract deemed unlawful? Illustrate with examples.

1. If it is forbidden by law – If the object or the consideration of an agreement is the doing of an act forbidden by law, the agreement is void.
2. If it is of such a nature that, if permitted, it would defeat the provisions of any law – If the object or the consideration of an agreement is such that, though not directly forbidden by law, it would defeat the provisions of any law, the agreement is void.

3. If it is fraudulent – An agreement which is made for a fraudulent purpose is void.

4. If it involves or implies injury to the person or property of another – Injury means wrong, harm or damage. Person means one’s body. Property includes both movable and immovable property.

5. If the court regards it as immoral – An agreement the consideration or object of which is immoral.

6. Where the court regards it as opposed to public policy – The agreement opposed to public policy.
7. What is an illegal agreement? What are the effects of illegality?

An unlawful agreement is one which like a void agreement is not enforceable by law. It is void and destitute of legal effects altogether, it affect only the immediate parties and has no further consequences.
Every illegal agreement is unlawful, but every unlawful agreement is not necessarily illegal.

Effects of illegality: 

1. No action arises from a base cause – The effect o this is that the law discourages people from entering into illegal agreements which arises from base causes.

2. In cases of equal guilt – the defendant is in a better position.
3. The collateral transactions to an illegal agreement become tainted with illegality and are treated as illegal even though they would have been lawful by themselves.

4. No action can be taken for the recovery of money paid or property transferred under an illegal agreement and breach of an illegal agreement.

5. In cases of equal quilt in an illegal agreement, the position of the defendant is better than that of the plaintiff (innocent party) however sue to recover money paid or property transferred.

8. “In case of equal guilt, the position of the defendant is better than that of the plaintiff.” Comment.
In cases of equal quilt in an illegal agreement, the position of the defendant is better than that of the plaintiff (innocent party) however sue to recover money paid or property transferred.

1. Where is not in part delicto (equally guilty) with the defendant, e.g. where he was induced to enter into an agreement by fraud, undue influence or coercion.

2. Where he does not have to rely on the illegal transaction.

3. Where a substantial part of the illegal transaction has not been carried out, and he is truly and genuinely repentant. This way the law encourages repentance even in bad men.

9. What are immoral agreements? Why are they bad in law?

An agreement is said to be opposed to public policy when it is injurious to the welfare of the society or it tends to be harmful to the public interest.

1. Agreements of trading with enemies.
2. Agreement to commit a crime.
3. Agreements interfering with administration of justice.
4. Agreements in restraint of legal proceedings.
5. Agreements for the sale of public offices.

6. Agreements tending to create interest opposed to duty.

7. Agreements in restraint of parental rights.

8. Agreements restricting personal liberty

9. Agreements in restraint of marriage.

10. Marriage brokerage agreements

11. Agreements in fraud

12. Agreements in restraint of trade.

10. Name some persons, other than minors, who are not competent to contract.

1. Person of unsound mind 

a.  Lunatics – A lunatics can enter into a contract when he is of sound mind.

b. Idiots – An agreement with an idiot like that of a minor is altogether is void.

c.  Drunken or intoxicated persons – Their position is similar to that of lunatics.

2. Other persons – 

a. Alien enemies – During the war the Indian citizen cannot enter into contract with an alien enemy. Contracts made before the war are either suspended or dissolved. 

b. Foreign sovereigns and accredited representatives of foreign state – they can enter into contracts and enforce these contracts in our courts. But they cannot be sued in our court without the prior sanction of the central government.

c. Corporations – the contractual capacity of a statutory corporation is limited by the statute governing it.
d. Insolvents – when a debtor is adjudged insolvents, he is deprived of his power to deal in his property divisible among his creditors.

e. Convicts – A convict when undergoing imprisonment is incapable of entering into a contract.
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1. What do you understand by ‘performance of contract’?
Performance of a contract take place when the parties to the contract fulfill their obligations arising under the contract within the time and in the manner prescribed.

2. What is tender?
The promisor offers to perform his obligation under the contract at the proper time and place but the promisee does not accept the performance. This is known as tender.

3. When operations of law take place? Give examples
Operation of law takes place in case of death or insolvency of a party to the contract.

4. What are reciprocal promises?
Promises which form the consideration or part of the consideration for each other are called reciprocal promises.

5.  Write a note on vindictive damages?
Vindictive damages have no place in the law of contract because they are punitive in nature. These damages are allowed in case of the breach of a contract to marry or dishonor of a cheque by a banker wrongly.
6. What do you meant by quantum meruit?
Quantum meruit literally means as much as earned. A right to sue on a quantum meruit arises where a contract, partly performed by one party, has become discharged by the breach of the contract by the other party. The right is founded on an implied promise by the other party arising from the acceptance of a benefit by the party.

7. What is injunction?
It is a mode of securing the specific performance of the negative term of a contract. Where a party is in breach of a negative term of a contract the court may by issuing an order, restrain him from doing what he promised not to do. Such an order of the court is known as an injunction.
8. What do you understand by ‘discharge of a contract’?
Discharge of contract means termination of the contractual relationship between the parties. A contract is said to be discharged when it ceases to operate.
9. State some difference between ordinary and nominal damages.
Ordinary damages are which actually arises in the usual course of things from the breach of a contract. Nominal damages are where the injured party has not suffered any loss by reason of the breach of a contract. The court may award a very nominal sum as damages.

10. Write a short note on waiver?
Waiver takes place when the parties to a contract agree that they shall no longer be bound by the contract. This amounts to a mutual abandonment of rights by the parties to the contract. Consideration is not necessary for waive.

11. What do you mean by rescission?

Rescission of a contract takes place when all or some of the terms of the contract are cancelled. It may occur by mutual consent of the parties or where one party fails in the performance of his obligation.
12. What is assignment of contract?
Assignment of contract means transfer of contractual rights and liabilities under the contract to the third party.

13. Who can demand performance of contract?

It is only the promisee and incase of his death his legal representatives who can demand performance. When one of the promisees dies, it rests with his legal representatives jointly with the surviving promisees. When all promisees die, it rests with their legal representative.
14. How alteration takes place in contract?
Alteration of contract may take place when one or more of the terms of the contract is / are altered by the mutual consent of the parties to the contract. In such case the old contract id discharged.

15. How you describe “breach of contract”?

Breach of contract means a breaking of the obligation which a contract imposes. It occurs when a party to the contract without lawful excuse does not fulfill his contractual obligation or by his own act makes it impossible that he should perform his obligation under it.

16. Write any three types of damages on remedies for breach of contract?
a. Ordinary damages

b. Special damages

c. Nominal damages

17.  Give some difference between actual breach of contract and anticipatory breach of contract?

Actual breach of contract may occur at the time when the performance is due or during the performance of the contract. Anticipatory breach of contract occur when a party repudiates his liability or obligation under the contract before the time for performance arrive.

18. Write any three mode of discharge of contract?
a. A contract may be discharge by performance

b. A contract may be discharge by lapse of time

c. A contract may be discharge by operation of law.

19. What is a mutual and concurrent promise?

 The promises of both the parties are to be performed simultaneously, they are said to be mutual and concurrent such promises may be sale of goods for cash.

20. Write a short note on mutual and independent promise?

When each party performs his promise independently and irrespective of the fact whether the other party has performed or is willing to perform his promise or not, the promises are mutual and independent.
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1. What are the rules of law relating to time and place of performance of contract?
a. Where no application is to be made and no time is specified.

b. Where time is specified and no application is to be made.

c. Application for performance on a certain day and place.

d. Application by the promisor to the promisee to appoint place.

e. Performance in manner or at time prescribed or sanctioned by the promisee.

2. What do you understand by performance of contract?

Execution of a contract by which the contracting parties are automatically discharged of their obligations under it. Although contracts usually call for full and precise performance, a substantial performance may be acceptable under certain circumstances, on a pro rata basis, or on payment of damages for the unfinished or defective performance.

1. It must be unconditional

2. It must be made at proper time and place

3. A person to whom the tender is made must be given opportunity of inspection of goods or articles

4. The tender must be whole and not of the part

5. The tender must be in proper form – tender of money in current coins

6. The tender must be made to proper person

7. Tender for the delivery of goods must be for the quantity and quality as stipulated in the contract

8. A tender made to one of the several joint promisees has the same legal consequences as a tender to all of them.

3. Under what circumstances need a contract not be performed? With suitable examples.
1. When its performance becomes impossible.

2. When the parties to it agree to substitute a new contract for it or alter it.

3. When the promisee dispenses with or remits, wholly or in part. The performance of the promise made to him or extends the time for such performance or accepts any satisfaction for it.

4. When the person at whose option it is voidable rescinds it.

5. When the promisee neglects or refuses to afford the promisor reasonable facilities for the performance of his promise.

6. When it is illegal.

4. What do you mean by assignment of contract? What conditions should be fulfilled for assignment of contract? What is assignment by operation of law?

Assignment of contract means transfer of contractual rights and liabilities under the contract to a third party.
1. Act of the parties

a. Contract involved personal skill or other qualification cannot be assigned.

b. A promisor cannot assign his liabilities or obligation under a contract.

c. The rights and benefits under a contract may be assigned if the obligation under the contract is not of a personal nature.

d. An actionable claim can always be assigned but the assigned to be complete and effectual must be effected by an instrument in writing. Notice of such assignment must also be given to the debtor.

2. Operation of law – This take place in case of death or insolvency of a party to the contract.
5. What are the various ways in which a contract may be discharged?
A contract may be discharged – 

1. By performance.

2. By agreement or consent

3. By impossibility of performance

4. By lapse of time.

5. By operation of law

6. By breach of contract

6.  Explain breach of contract as a mode of discharge of contract.


Breach of contract may be 

1. Actual Breach



A. At the time when the performance is due



B. During the performance of the contract.


2. Anticipatory beach.
7. “Impossibility of performance is as a rule not an excuse for non-performance of a contract”. - Discuss.


1. Difficulty of performance.


2. Commercial impossibility.


3. Impossibility due to failure of a third person.


4. Strikes, lock-outs and civil disturbance.


5. Failure of one of the objects
8. Discuss the effect of supervening impossibility on the performance of a contract.


1. Destruction of subject-matter of contract.


2. Non-existence or non-occurrence of a particular state of things.


3. Death or incapacity for personal service.


4. Chang of law or stepping in of a person with statutory authority.


5. Outbreak of war.

9. What remedies are available to an aggrieved party on the breach of contract?

1. Rescission


2. Damages.



a. Ordinary damages.



b. Specific damages.



c. Vindictive or exemplary damages.



d. Nominal Damages.



e. Liquidated damages and penalty 


3. Quantum meruit.


4. Specific performance


5. Injunction.
10. State briefly the principles on which damages are awarded on the breach of a contract.

1. Damages arising naturally – ordinary damages.

2. Damages in contemplation of the parties – special damages.


3. Vindictive or exemplary damages.


4. Nominal damages


5. Damages for loss of reputation.


6. Damages for inconvenience and discomfort.


7. Mitigation of damages.


8. Difficulty of assessment


9. Cost f decree


10. Damages agreed upon in advance in case of breach.
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1. Who can employ an agent?
Any person who is of the age of majority according to the law to which he is subject, and who is of sound mind, may employ an agent. As such a lunatic or minor or a drunken person cannot employ an agent.

2. Write a short note on rules of agency?
Whatever a person can do personally he can do through an agent. This rule is of course subject to certain well known exceptions as when the act to be performed is personal in character or is annexed to a public office.

3. Who is sub-agent?
A sub-agent is a person employed by and acting under the control of the original agent in the business of the agency. The relation of the sub-agent to the original agent is as between themselves that of the agent and principal.

4. What do you mean by substituted agent?

Substituted agent is a person who is named by the agent on an express or implied authority from the principal, to act for the principal. He is not a sub-agent but an agent of the principal for such part of the business of the agency as is entrusted to him.

5. What are the difference between sub-agent and substituted agent?

A sub-agent does his work under the control of the agent whereas a substituted agent works under the instruction of the principal. There is no privity of contract between a sub-agent and the principal. There is privity of contract between substituted agent and principal both can sue each other.
6. Give some difference between agent and servant?

An agent may work for several principals at the same time, but a servant usually serves only one master. A principal is liable for the wrongs of his agent done within the scope of his authority. A master is liable for the wrongs of the servant if they are committed in the course of his employment.

7. List out the rights of bailor?
a. Enforcement of rights
b. Avoidance of contract

c. Return of goods lent gratuitously

d. Compensation from a wrong-doer.

8. What do you mean by irrevocable agency?

When an agency cannot be terminated or put an end to it is said to be an irrevocable agency. An agency is irrevocable where it is coupled with interest, the agent has incurred a personal liability and the agent has partly exercised the authority.

9. Write some types of agents?

a. Special agent

b. General agent

c. Universal agent

10. How a relationship of principal and agent may arise?
The relationship of principal and agent may arise

a. By express agreement

b. By implied agreement

c. By ratification

d. By operation of law

11. What do you understand by a Del credere agent?
A Del credere agent is one who in consideration of an extra commission, guarantees his principal that the persons with whom he enters into contract on behalf of the principal shall perform their obligations.

12. Define bailment.
Bailment as the delivery of goods by one person to another for some purpose, upon a contract that they shall, when the purpose is accomplished be returned or otherwise disposed of according to the direction of the person delivering them.

13. Who is a bailor?
The person delivering the goods is called bailor.

14. What is a particular lien?
A particular lien is one which is available to the bailee against only those goods in respect of which he has rendered some service involving the exercise of labour or skill.

15. What do you mean by finder of goods?
A person who comes by an article is not obliged to pick it up or take charge of it. But if he does pick it up he becomes a bailee. If a person who finds goods belonging to another and takes them into his custody is subject to the same responsibility as a bailee.
16. What is a gratuitous bailment?
A gratuitous bailment means a termination of bailment take place at any time subject to condition laid down it can be terminated by the death either of the bailor or of the bailee.

17. Write short note on general lien?

A general lien means the right to retain all the goods or any property of the bailor which is in possession of the bailer until all the claims of the bailee are satisfied. This is the right to retain the property or another for a general balance of account.

18. Write any three obligations of finder of goods?

a. He must not use the goods for his own purpose

b. He must not mix the goods with his own goods

c. He must try to find out the owner of the goods.

19. State the rights of finder of goods?

a. Right to lien

b. Right to sue for reward

c. Right of sale

20. Who can be an agent?

Any person who is authorized to act as such may be an agent. As the agent does not make contracts on his own behalf, it is not necessary that he should have contractual capacity. Even a minor may be an agent.
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1.  State briefly the duties of an agent to the principal.


Duties of an agent:


1. To carry out work undertaken according to instruction


2. To carry out the work with reasonable care, skill and diligence


3. To render accounts to the principal.


4. To communicate with the principal in case of difficulty.


5. Not to deal on his own account.


6. To pay sums received for the principal.


7. To protect and preserve the interests of the principal in case of his death or insolvency.


8. Not to use information obtained in the course of agency against the principal.

9. No to make secret profit from agency.


10. Not to set up an adverse title.


11. Not to put himself in a position where his interest and duty conflict.


12. Not to delegate authority.

2. What are the different kinds of agent?
1. Special agent.

2. General agent.

3. Universal agent.

4. Commercial or mercantile agent.


a. Factor.


b. Auctioneer.


c. Broker


d. Commission agent


e. Del credere agent

5. Banker.

6. Non-mercantile agents.

3. Discuss the different modes of termination of agency.


1. Termination of agency by act of the parties.

a. Agreement

b. Revocation by the principal.

c. Revocation by the agent

2. Termination of agency by operation of law.

a. Performance of the contract.

b. Expiry of time.

c. Death and insanity.

d. Insolvency.

e. Destruction of subject-matter.

f. Principal becoming an alien enemy.

g. Dissolution of a company.

h. Termination of sub-agent’s authority.

4.  What are the various ways in which the relation of agency arises?

The relationship of principal and agent may arise:

1. By express agreement,

2. By implied agreement

a. Agency by estoppel.

b. Agency by holding out.

c. Agency by necessity.

3. By ratification

4. By operation of law.

5. What are the rights and duties of a bailor in a bailment?
Duties of bailor

1. To disclose known faults.

2. To bear extraordinary expenses of bailment.

3. To indemnify bailee for loss in case of premature termination of gratuitous bailment.
4. To receive back the goods.

5. To indemnify the bailee.

Rights of bailor

1. Enforcement of rights.

2. Avoidance of contract.

3. Return of goods lent gratuitously

4. Compensation from a wrong-doer.
6. Explain the rights and duties of the bailee.

Duties of bailee

1. To take reasonable care of the goods bailed.

2. Not to make any unauthorized use of goods.

3. Not to mix the goods bailed with his own goods.

4. Not to set up an adverse title.

5. To return any accretion to the goods.

6. To return the goods.

Rights of bailee

1. Delivery of goods to one of several joint bailors of goods.

2. Delivery of goods to bailor without title.

3. Right to apply to court to stop delivery

4. Right to action against trespassers.

5. Bailee’s lien.
7.  When does a bailment come to an end?

Termination of Bailment

1. On the expiry of the period.

2. On the achievement of the object.

3. Inconsistent use of goods.

4. Destruction f the subject-matter.

5. Gratuitous bailment

6. Death of the bailor or bailee

8. When can an agent appoint a sub-agent? What is the difference between sub-agent and substituted agent?
A sub-agent is a person employed by and acting under the control of, the original agent in the business f the agency.

1. There is a custom of trade to that effect.

2. The nature f work is such that a sub-agent is necessary.

3. Where the principal is aware of the intention of the agent to appoint a sub-agent but does not object to it.

4. Where unforeseen emergencies arise rendering appointment of a sub-agent necessary.

5. Where the act to be done is purely ministerial not involving confidence or use of discretion.

6. Where power of the agent to delegate can be inferred from the conduct of both the principal and the agent.

7. Were the principal permits appointment of a sub-agent.

A co-agent is a person who is named by the agent, on an express or implied authority from the principal, to act for the principal. He is not a sub-agent but an agent of the principal for such part of the business of the agency as is entrusted to him.

Difference between sub-agent and substituted agent

1. A sub-agent does his work under the control of the agent whereas a substituted agent works under the instructions of the principal.

2. There is no privity of contract between a sub-agent and the principal. The principal cannot sue the sub-agent directly for any amount or money. Similarly a sub-agent cannot sue the principal for his remuneration. He is also not directly answerable to the principal. Both the principal and the sub-agent can sue the agent. In case of substituted agent, there is a privity of contract between him and the principal and both can sue each other.

3. The agent is responsible to the principal for the act of the sub-agent. But he is not responsible to the principal for any act or negligence of the substituted agent. 

9.  What are the rights and obligations of a finder of goods? What is the nature of the lien he has over the goods?

 Rights of finder of goods.

1. Right to lien.

2. Right to sue for reward.

3. Right of sale.

Obligations of finder of goods.

1. He must take reasonable care of the goods and if in spite of this the goods are destroyed, he is not responsible for any loss.

2. He must not use the goods for his own purpose.

3. He must not mix the goods with his own goods.

4. He must try to find out the owner of the goods. If he does not do that, he will be liable as a trespasser (one who is interfere with another property).
Lien means the right of a person to retain possession of some goods belonging to another until some debt or claim of the person in possession is satisfied. Possession is essential for exercising the right of lien, and in order to create a lien the possession must be 

1. Right of lien may arise a) by statute b)by express or implied contract c)by general course of dealing between the parties in a particular trade.

2. Not for a particular purpose.

3. Continuous. 
10.  Define bailment. Discuss the requisites and classification of bailments.

“Bailment as the delivery of goods by one person to another for some purpose, upon a contract, that they shall when the purpose is accomplished be returned or otherwise disposed of according to the directions of the person delivering them. The person delivering the goods is called bailor and the person to whom they are delivered is called the bailee.
Requisites of bailment

1. Contact

2. Delivery of possession

3. For some purpose

4. Return of specific goods

5. Bailment is concerned only with goods

Classification of bailments

1. Gratuitous bailment

2. Non-gratuitous bailment.

3. According to the benefit derived by the parties

a. For the exclusive benefit of the bailor.

b. For the exclusive benefit of the bailee.

c. For the mutual benefit of the bailor and the bailee.

UNIT – IV

PART – A (2 MARKS)
1. What do you mean by contract of sale of goods?
A contract of sale of goods is a contract whereby the seller transfers or agrees to transfer the property to goods to the buyer for a price. The term contract of sale is a generic term and includes both a sale and an agreement.

2. What is subject-matter of sale?
Goods are the subject-matter of sale. Goods means every kind of movable property other than actionable claims and money, and includes stock and shares, growing crops, grass and things attached to or forming part of the land which are agreed to be served before sale or under the contract of sale.
3. List out the essentials of contract of sale.

a. Two parties

b. Goods

c. Price

d. Transfer of general property

e. Essential elements of a valid contract.

4. What are different kinds of goods?
a. Existing goods

b. Specific goods

c. Ascertained goods

d. Future goods

e. Contingent goods

5. Write short notes on dock warranty?
It is a document issued by a dock owner giving details of the goods and certifying that the goods are held to the order of the person named in it or endorsee. It authorizes the person holding it to receive possession of the goods.

6. What is bill of landing?

It is document which acknowledges receipt of goods on board a ship and is signed by the captain of the ship or his duly authorized representative.

7. What do you mean by wharfinger’s certificate?
It is a document issued by a warehouse – keeper or a wharfinger stating that the goods specified in the document are in his warehouse or in his wharf.

8. Write the role of price in contract of sale?
The consideration for the contract of sale is called price. It must be money. When goods are exchanged for goods it is not a sale but barter. There is however noting to prevent the consideration from being partly in money and partly in goods.

9. What is C.I.F. contract?
C.I.F stands for cost, insurance and freight. C.I.F contract is performed by the delivery of documents representing the goods to the buyer through a bank. The documents are usually delivered by the bank against payment of the price or against acceptance of draft. This protects both the seller and the buyer.

10. List out the duties of buyer?
a. To accept the documents if they are complete and regular.
b. To pay the unlading, wharfage charges etc.

c. To pay all custom and import duties.

11. Write a short note on F.A.S contract?

F.A.S stands for “free alongside ship”. The property in goods sold under an F.A.S contract passes from the seller to the buyer when the goods are delivered alongside the ship named by the buyer under a contract of carriage.

12. What is an auction sale?

A sale by auction is a public sale where different intending buyers try to outbid each other. The goods are ultimately sold to the highest bidder.

13. What do you mean by delivery of goods?

Delivery means voluntary transfer of possession of goods from the seller to the buyer. It may be actual, symbolic or constructive.

14. Write any two duties of seller?

a. To make out an invoice of the goods sold.

b. To arrange for insurance upon the term current in the trade this will be available for the benefit of the buyer.

15. What is meant by an unpaid seller?
a. He must be unpaid and the price must be due.

b. He must have an immediate right of action for the price.

c. A bill of exchange was received but the same has been dishonored.

16. Mention the right of stoppage in transit?
The right of stoppage in transit is a right of stopping the goods in transit after the unpaid seller has parted with the possession of the goods.

a. When the buyer becomes insolvent.

b. When the goods are in transit.

17. What is express waiver?

When the contract of sale provides in express terms that the seller shall not retain possession of the goods even if the price has not been paid is known as express waiver.

18. Write a short note on implied waiver?

If the seller sells the goods on credit or grants a fresh term of credit on the expiry of the original term of credit is waived until the expiry of the term of credit is called implied waiver.

19. List the rights of lien on unpaid seller against the goods?

a. The goods have been sold without any stipulation as to credit

b. The goods have been sold on credit, but the term of credit has expired.

c. The buyer becomes insolvent.

20. Mention any three rules for delivery of goods?
a. Place of delivery

b. Cost of  delivery

c. Time of delivery

PART – C (10 MARKS)
1. Explain the nature of a contract of sale of goods and bring out clearly the distinction between a sale and an agreement to sell.
Nature of a contract of sale

1. Two parties

2. Goods

3. Price

4. Transfer of general property

5. Essential elements of a valid contact

Distinction between a sale and an agreement to sell

1. Transfer of property

2. Type of goods

3. Risk of loss

4. Consequences of breach

5. Right to resell

6. General and particular property

7. Insolvency of buyer

8. Insolvency of seller
2. Define the term ‘goods’. What are the different types of goods?

‘goods’ means every kind of movable property other than actionable claims and money and includes stocks and shares, growing cops, grass and things attached to or forming part of the land which are agreed t be severed before sale or under contract of sale. Trademarks, copyrights, patents rights, goodwill, electricity, water, gas are all goods.

Different types of goods
1. Existing goods

2. Specific goods

3. Ascertained goods

4. Unascertained or generic goods

5. Future goods

6. Contingent goods

7. Contingent and future goods
3. How price is fixed in a contract of sale? If a price is not determined by the parties, what price, if any, is the buyer liable to pay?

The price in a contract of sale must be expressed in money

1. Ascertainment of price

a. It may be fixed by the contract itself

b. May be left to be fixed in an agreed manner

c. May be determined from the course of dealing between the parties. 

2. Agreement to sell at valuation
3. Earnest

Where the price is not determined in accordance with these provisions, the buyer must pay the seller a reasonable price.
4. Briefly explain the conditions and warranties implied by law in a contract for the sale of goods.

Implied conditions

1. Condition as to title

2. Sale by description

3. Condition as to quality or fitness

4. Condition as to merchantability

5. Condition implied by custom

6. Sale by sample

7. Condition as to wholesomeness

Implied warranties

1. Warranty of quiet possession

2. Warranty of freedom from encumbrances

3. Warranty as to quality or fitness by usage of trade

4. Warranty to disclose dangerous nature of goods
5. Summaries the provisions of the sale of goods act in regard to the passing of property in (a) ascertained goods, (b) unascertained goods, (c) goods sold on approval or on sale or return.

Primary rules:

1. Goods must be ascertained

2. Intention of the parties

When the intention of the parties as to the time when the property in the goods is to pass to the buyer cannot be ascertained form the contract. These rules are as follows:
1. Specific goods

a. Passing of property at the time of contract.

b. Passing of property delayed beyond the date of the contract.

c. Goods not in a deliverable state.

d. When the price of goods is to be ascertained by weighing.

2. Unascertained goods

a. Delivery to carrier

3. Goods sent on approval or ‘on sale or return’

a. Reservation of right of disposal
6. Does the sale of goods act provide for any rules as to delivery of goods? If so, what are they?
It is the duty of the seller to deliver the goods and of the buyer to accept and pay for them in accordance with the term of the contract of sale.

Rules as to delivery of goods:

1. Mode of delivery

2. Delivery and payment concurrent conditions

3. Effect of part delivery

4. Buyer to apply for delivery

5. Place of delivery

6. Time of delivery

7. Goods in possession of a third party

8. Cost of delivery

9. Delivery of wrong quantity

10. Installment deliveries
7. Explain the rights of buyer on sale of goods.
Rights of the buyer

1. Right to have delivery as per contract

2. Right to reject the goods

3. Right to repudiate

4. Right to notice of insurance

5. Right to examine

6. Rights against the seller for breach of contract

a. Suit for damages

b. Suit for price

c. Suit for specific performance

d. Suit for breach of warranty

e. Suit for interest

f. Repudiation of contract before due date
8. List out the rights of the unpaid seller.
Rights of unpaid seller against the goods

1. Right of lien

2. Right of stoppage in transit

3. Right of withholding delivery

4. Right of resale

Right of unpaid seller against the buyer personally

1. Suit for price

2. Suit for damages for non-acceptance

3. Repudiation of contract before due date

4. Suit for interest
9. State the rule regarding sale by auction.

Rules of auction sales:

1. Goods put up for sale lots

2. Completion of sale

3. Right of seller to bid
4. Sale not notified subject to a right to bid

5. Reserve price

6. Use of pretended bidding

7. Knock out or agreement not to bid against each other.
10. Discuss the duties of buyer on sale of goods.

Duties of the buyer

1. Duty to accept the goods and pay for them in exchange for possession

2. Duty to apply for delivery

3. Duty to demand delivery at a reasonable hour

4. Duty to accept installment delivery and pay for it

5. Duty to take risk of deterioration in the course of transit

6. Duty to intimate the seller where he rejects the goods

7. Duty to take delivery

8. Duty to pay price

9. Duty to pay damages for non-acceptance.

UNIT – V

PART – A (2 MARKS)
1. Define partnership
Partnership is the relation between persons who have agreed to share the profit of a business carried on by all or any of them acting for all. Persons who have entered into partnership with one another are called individually partners and collectively a firm.

2. Who can be a partner?
A contract of partnership may be entered into by every person who is competent to enter into a contract.

3. If a minor can become a partner?
A minor cannot become a partner in a firm but with the consent of all the other partners he may be admitted to the benefits of partnership.

4. Is that alien enemy can enter into a contract?

An alien enemy cannot enter into a contract of partnership with an Indian subject. But an alien friend can able to into a contract of partnership.

5. What do you mean by particular partnership?
When a person becomes a partner with another person or persons in a particular adventure or undertaking, such a partnership is known as “particular partnership”

6. What is partnership at will?
A may be for a fixed period of time where no provision is made by the partners for the duration of the partnership is known as partnership at will.

7. Who is called as sleeping partner?
A sleeping partner is one who does not take an active part in the conduct of the business of the firm. He like other partners invests capital and shares in the profits of the business. He is not liable for any act of the firm done after his retirement.

8. Mention the general duties of partners?

a. To carry on the business of the firm to the greatest common advantage

b. To be just and faithful to each other

c. To render true account and full information of all things affecting the firm to any partner or his legal representative.

9. What is dissolution of a firm’?
Dissolution of firm means a complete breakdown or extinction of the relationship of partnership between all the partners of a firm.

10. List out any four types of partners?

a. Actual or ostensible partner

b. Nominal partner

c. Sleeping or dormant partner

d. Sub – partner.

11. What do you mean by good will?

It is the value of the reputation and connections which the firm establishes over time due to its integrity, efficient service to the customers, quality of its products, industry etc. Generally speaking good will means much more than the probability that the old customers will resort to the old place.
12. What is ‘dissolution of partnership’?
If the breakdown of partnership relation is between a few and not all the partners is known as dissolution of partnership. It involves only a change in the relation of the partners.
13. Mention the rights of the retired partners not to carry on competing business?

Retired partner may not:

a. Use the firm names

b. Represent him as carrying on the business of the firm.

c. Solicit the custom of persons who were dealing with the firm before he ceased to be a partner.

14. Who is partner in profits only?

Sometimes partners may agree that a partner shall get a share of the profits only and that he shall not be liable to contribute towards the losses. Such partners is known as partners in profits only.

15. State the two grounds under which a firm may be compulsorily dissolved.
a. By the adjudication of all partners or all the partners but one as insolvent.

b. By the happening of any event which makes it unlawful for the business of the firm to be carried on or for the partners to carry it on in partnership.

16. Write a short note on implied authority?

Where there is no partnership agreement or where the agreement is silent and its provide the act of a partner which is done to carry on in the usual way business of the kind carried on by the firm and binds the firm. This authority of a partner is called his implied authority. 

17. What is authority of a partner?

The authority of a partner means the right of partner to bind the firm by his acts. This authority of a partner to bind the firm may be an express or implied authority.

18. State any four circumstances a court will dissolve a firm.
a. Insanity of a partner

b. Permanent incapacity of a partner

c. Misconduct of a partner

d. Business working at loss.

19. List out any four rights of a partner on dissolution.
a. Right to have business wound up

b. Right to have debts of the firm settled out of the property of the firm.

c. Right to personal profits earned after dissolution

d. Right to return f premium on premature dissolution

20. On what satiation the dissolution on the happening of certain contingencies occur?

a. The expiry of the term for which the firm was constituted.
b. The completion of the particular adventure

c. The death of a partner

d. The adjudication of a partner as an insolvent.

PART – C (10 MARKS)
1. Distinguish between a partnership and co-ownership
Co-ownership means joint ownership of some property which does not necessarily result in partnership, In partnership the partners are necessarily co-owners of the property of the firm, but in co-ownership the co-owners are not necessarily partners. The following are the points of difference between the two:
1. Mode of creation

2. Business

3. Nature of interest

4. Transfer of interest

5. Number of members

6. Authority of members

7. Partition of property

8. Lien for expenses
2. Define partnership. What are its essential characteristics? State the difference between a ‘partnership’ and a ‘firm’

Partnership is the relation between persons who have agreed to share the profit of a business carried on by all or any of them acting for all.
Characteristics of partnership

1. Association of two or more persons

2. Agreement

3. Business

4. Sharing of profits of the business

5. Mutual agency

Partnership and firm

Partnership is merely an abstract legal relationship between partners. A firm is a collective name for all the partners, partnership is an abstract thing, a firm is a concrete thing.
3. What is the procedure for the registration of a firm, and for recording subsequent changes? What is the effect of non registration?

Procedure for registration of firm

1. The name of the firm

2. The place or principle place of business of the firm

3. The names of other places where the firm carries on business

4. The date when each partner joined the firm

5. The names in full and permanent addresses of the partners, the duration of the firm.

6. The statement will be signed by all the partners 

7. Time of registration

Effects of non-registration

1. Suits between partners and firm

2. Suits between firm and third parties

3. Claim of sett-off
4. Briefly discuss the rights of a partner?

1. Right to take part in business

2. Right to be consulted

3. Right to access to accounts

4. Right to share to profit.

5. Right to interest on capital

6. Right to interest on advances.

7. Right to be indemnified

8. Right to use of partnership property

9. Right of partner as agent of the firm

10. No new partner to be introduced

11. No liability before joining

12. Right to retire

13.  Right not to be expelled
14. Right of outgoing partner to share in the subsequent profits
5. List out the duties of partner in detailed.
Duties of partner

1. To carry on business to the greatest common advantage

2. To observe faith

3. To indemnify for fraud

4. To attend diligently

5. Not to claim remuneration

6. To share losses

7. To indemnify for willful neglect

8. To hold and use property of the firm exclusively for the firm

9. To account for personal profit

10. To account for profit in competing business

11. To act within authority

12. To be liable jointly and severally

13. Not to assign his rights
6.  Explain the types of partners with suitable examples.
Types of partners:

1. Actual or ostensible partner

2. Sleeping or dormant partner

3. Nominal partner

4. Partner in profits only

5. Sub-partner

6. Partner by estoppel or holding out

7. Minor partner
7. State the provision of partnership act regarding “reconstitution of a firm”

Reconstitution of a firm

1. Introduction of a partner

2. Retirement of a partner

3. Expulsion of a partner

4. Insolvency of a partner

5. Death of a partner

6. Transfer of a partner’s share
8.  What are the various circumstances in which a firm may be dissolved?

Dissolution without the order of court

1. Dissolution by agreement

2. Compulsory dissolution

3. Dissolution on the happening of certain contingencies

4. Dissolution by notice of partnership-at-will

Dissolution by court

1. Insanity

2. Permanent incapacity

3. Misconduct

4. Persistent breach of agreement

5. Transfer of interest

6. Business working at a loss

7. Any other ground
9. State briefly the rights and obligations of a partner after dissolution of a partnership

Rights of a partner on dissolution

1. Right to have business wound up

2. Right to have the debts of the firm settled out of the property of the firm.

3. Right to personal profits earned after dissolution

4. Right to return of premium on premature dissolution

5. Right where partnership contract is rescinded for fraud or misrepresentation

6. Right to restrain partners from use of firm name or property.

Liabilities of a partner on dissolution

1. Liability for acts of partners done after dissolution

2. Continuing authority of partners for purposes of winding up
10.  When and how should a public notice be given under the partnership act? What is the consequence if public notice is not given in cases in which it is required to be given under the partnership act?
A public notice has to be given:

1. On the retirement or expulsion of a partner from a registered firm.

2. On the dissolution of a registered firm.

3. On the election to become or not to become a partner in a registered firm by a minor on his attaining majority.

4. By notice to the registrar of firms

5. By publication in the official gazette

6. By publication in at least one vernacular newspaper circulating in the district where the firm to which it relates has its place or principal place of business.

Consequences if public notice is not given

1. On election of a minor partner to become or not become a partner

2. On retirement of a partner

3. On expulsion of a partner

4. On dissolution of a firm

