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ANSWER -1 
 

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,  a right  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. 

     (3 MARKS) 

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. 

Hence, in the given situation the jeweller is entitled to retain the stone till he is paid for the 

services  he has rendered.              (1 MARK) 

 

ANSWER –B 
 

Agent's authority in an emergency (Section 189 of the Indian Contract Act, 1872): An agent has 

authority, in an emergency, to  do all such acts for the purpose of  protecting his principal from  

loss  as would be done by a person of ordinary prudence, in his own case, under similar 

circumstances. 

In the instant case, Rahul, the agent, was handling perishable goods like ‘tomatoes’ and can 

decide the time, date and place of sale, not necessarily as per instructions of the Aswin, the 

principal, with the intention of protecting Aswin from losses. 

     (3 MARKS) 

Here, Rahul acts in an emergency as a man of ordinary prudence, so Aswin will not succeed 

against him for recovering the loss.                 (1 MARK) 

ANSWER -2 
 

ANSWER -A 
 

Section 124 of the Indian Contract Act,1872 says that “A contract by which one party promises 

to  save the other from loss caused to him by the conduct of the  promisor himself,  or the  

conduct of any person”, is called a “contract of indemnity”. 

Section 126 of the Indian Contract Act says that “A contract to perform the promise made  or 

discharge liability incurred by a third person in case of his default.” is called as “contract of 

guarantee”. 

     (2 MARKS) 
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The conditions under which the guarantee  is invalid or void  are stated  in section 142,143 and 

144 of the Indian Contract Act are : 

(i) Guarantee obtained by means of misrepresentation. 

(ii) creditor obtained any guarantee by means of keeping silence as to material 
circumstances. 

(iii) When contract of guarantee is entered into  on the condition that the creditor 

shall not act upon it until another person has joined in it as co-surety and that 

other party fails to join as such. 

     (2 MARKS) 
 

ANSWER -B 

Discharge of Surety by Revocation: As per section  130  of  the  Indian  Contract  Act, 1872 a 

specific guarantee cannot be revoked by the surety if the liability has  already accrued. A 

continuing guarantee may, at any time, be revoked by the surety, as to future transactions, by 

notice to the creditor, but the  surety  remains  liable  for  transactions already entered into. 

As per the above provisions, liability  of  Manoj  is  discharged  with  relation  to  all subsequent 

credit supplies  made  by Sharma  after  revocation  of  guarantee, because it is a case of 

continuing guarantee. 

However, liability of Manoj for previous transactions (before revocation) i.e. for Rs. 40,000 
remains. He is liable for payment of Rs. 40,000 to Sharma because the transaction was already 
entered into before revocation of guarantee. 

      (3 MARKS) 
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