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ANSWER -1
ANSWER -A

(i) According to section 134 of the Indian Contract Act, 1872, the surety is discharged by any
contract between the creditor and the principal debtor, by which the princ ipal debtor s
released or by any act or omission of the creditor, the legal consequence of which is the
discharge of the principal debtor. In the given case, B does not supply the necessary material
as per the agreement. Hence, Cis discharged from his liability.

(ii) According to Section 136 of the Indian Contract Act, 1872, where a contract to give
time to the principal debtor is made by the creditor with a third person and not with
the principal debtor, the surety is not discharged. In the given question the contract to
give time to the principal debtor is made by the creditor with X who is a third person. X
is not the principal debtor. Hence, A is notdischarged.

(2*2 = 4 MARKS)

ANSWER -B

The question arising in this problem is whether the making of promissory note is complete
when one half of the note was delivered to Umesh. Under Section 46 of the Negotiable
Instruments Act, 1881, the making of a promissory note is completed by delivery, actual or
constructive. Delivery refers to the whole of the instrument and not merely a part of it.
Delivery of half instrument cannot be treated as constructive delivery of the whole. So, the
claim of Umesh to have the other half of the promissory note sent to him is not maintainable.
Manoj is justified in demanding the return of the first half sent by him. He can change his
mind and refuse to send the other half of the promissory note.

(3 MARKS)
ANSWER -C

As per the provisions of Section 133 of the Indian Contract Act, 1872, if the creditor makes any
variance (i.e. change in terms) without the consent of the surety, then surety is discharged as to
the transactions subsequent to the change.

In the instant case, Mr. Ganesh is liable as a surety for the loss suffered by ABC Constructions
company due to misappropriation of cash by Mr. Chintu during the first six months but not for
misappropriations committed after the reduction in salary.

Hence, Mr. Ganesh, will be liable as a surety for the act of Mr. Chintu before the change in
the terms of the contract i.e., during the first six months. Variation in the terms of the contract
(as to the reduction of salary) without consent of Mr. Ganesh, will discharge Mr. Ganesh
from all the liabilities towards the act of the Mr. Chintu after suchvariation.

(4 MARKS)
ANSWER -D

As per section 91 of the Negotiable Instruments Act, 1881, a bill may be dishonoured either by
non-acceptance or by non-payment.
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Dishonour by non-acceptance may take place in any one of the following circumstances:

(i) When the drawee either does not accept the bill within forty-eight hours

(exclusive of public holidays) of presentment or refuse to acceptit;
When one of several drawees, not being partners, makes default inacceptance;
When the drawee makes a qualified acceptance;

When presentment for acceptance is excused and the bill remains unaccepted;
and

(v) When the drawee is incompetent to contract.

(4 MARKS)
ANSWER -2

ANSWER -A

According to section 170 of the Indian Contract Act, 1872, where the bailee has, in
accordance with the purpose of the bailment, rendered any service involving the exercise of
labour or skill in respect of the goods bailed, he has, in the absence of a contract to the
contrary, aright to retain such goods until he receives due remuneration for the services he
has rendered in respect of them.

Thus, in accordance with the purpose of bailment if the bailee by his skill or labour improves
the goods bailed, he is entitled for remuneration for such services. Towards such
remuneration, the bailee can retain the goods bailed if the bailor refuses to pay the
remuneration. Such a right to retain the goods bailed is the right of particular lien. He
however does not have the right to sue.

Where the bailee delivers the goods without receiving his remuneration, he has a right to sue
the bailor. In such a case the particular lien may be waived. The particular lien is also lost if the
bailee does not complete the work within the time agreed.

(4.5 MARKS)

Hence, in the given situation the jeweller is entitled to retain the stone till he is paid for the
services he has rendered. (0.5 MARK)

ANSWER -B

As per Section 44 of the Negotiable Instruments Act, 1881, when the consideration for which a
person signed a promissory note, bill of exchange or cheque consisted of money, and was
originally absent in part or has subsequently failed in part, the sum which a holder standing in
immediate relation with such signer is entitled to receive from him is proportionally reduced.

Explanation—The drawer of a bill of exchange stands in immediate relation with the acceptor.
The maker of a promissory note, bill of exchange or cheque stands in immediate relation with
the payee, and the endorser with his endorsee. Other signers may by agreement stand in
immediate relation with a holder.

On the basis of above provision, P would succeed to recover Rs. 7,000 only from Q and not the
whole amount of the bill because it was accepted for value as to Rs. 7,000 only and an
accommodation to P for Rs. 3,000.
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(5 MARKS)
ANSWER -3

ANSWER -A

Capacity to make, etc., promissory notes, etc. (Section 26 of the Negotiable Instruments Act,
1881): Every person capable of contracting, according to the law to which he is subject, may
bind himself and be bound by the making, drawing, acceptance, endorsement, delivery and
negotiation of a promissory note, bill of exchange or cheque.

However, a minor may draw, endorse, deliver and negotiate such instruments so as to bind all
parties except himself.

As per the facts given in the question, Mr. S Venkatesh draws a cheque in favour of M, a minor.
M endorses the same in favour of Mrs. A to settle his rental dues. The cheque was
dishonoured when it was presented by Mrs. A to the bank on the ground of inadequacy of
funds. Here, in this case, M being a minor may draw, endorse, deliver and negotiate the
instrument so as to bind all parties except himself. Therefore, M is not liable. Mrs. A can, thus,
proceed against Mr. S Venkatesh to collect herdues.

(5 MARKS)
ANSWER -B

Co-sureties liable to contribute equally (Section 146 of the Indian Contract act, 1872):
Equality of burden is the basis of Co-suretyship. This is contained in section 146 which states
that “when two or more persons are co-sureties for the same debt, or duty, either jointly, or
severally and whether under the same or different contracts and whether with or without the
knowledge of each other, the co-sureties in the absence of any contract to the contrary, are
liable, as between themselves, to pay each an equal share of the whole debt, or of that part of
it which remains unpaid by the principal debtor”.

Accordingly, on the default of D in payment, B cannot escape from his liability. All the three

sureties A, B and N are liable to pay equally, in absence of any contract between them.

(5 MARKS)
ANSWER -4
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