CONTRACT 29.2.26 - 28.2.26

Here is a brief and exam-oriented note on Indemnity, Guarantee, Bailment, Pledge and Agency
(Indian Contract Act, 1872):

£} Indemnity (RT 124-125)
Meaning: _
A contract where one party promises to compensate the other for loss.
Parties:
¢ Indemnifier — Promises to compensate
¢ Indemnity Holder — Protected against loss
Example:
Insurance contract.
Key Point:

Liability arises when loss occurs.

E) Guarantee (YRT 126-147)
Meaning: [
A contract to perform the promise or discharge liability of a third person in case of default.
Parties:

e Creditor

e Principal Debtor

e Surety
Example:
A bank loan guaranteed by a third person.
Key Point:

e Three parties involved

e Surety’s liability is secondary

E) Bailment (IR 148-171)
Meaning: SIS
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Delivery of goods by one person to another for a specific purpose, upon condition that goods will be
returned.

Parties:
e Bailor — Delivers goods
e Bailee — Receives goods
Example:
Giving clothes to a dry cleaner.
Key Point:

Ownership does not transfer, only possession.

D Pledge (RT 172-179)
Meaning: [
A special type of bailment where goods are delivered as security for a loan or debt.
Parties:
e Pawnor — Gives goods as security
e Pawnee —Lender
Example:
Gold pledged to bank for loan.
Key Point:

Pledge is bailment for security purpose.

B Agency (YT 182-238)
UEELLEReal estate broker selling property for owner

When one person is employed to act on behalf of another.

Parties:
e Principal
e Agent

e Third Party
Example:

Real estate broker selling property for owner.
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Key Point:

Agent binds the principal through his acts.

Short Comparison Table

Contract Parties Purpose

Indemnity 2 Compensation for loss
Guarantee 3 Security for debt

Bailment 2 Temporary delivery of goods
Pledge 2 Bailment as security

Agency 3 Representation

Answer partnership arises from the contract not from the status. Section 5
Essentials of partnership

minimum two or more persons.

Agreement between the persons (contractual relationship)
Business.

Mutual agency.

Sharing of profits.

ua b WN R

minimum two or more persons

for any partnership need minimum two or more persons. Which make a agreement for any kind of
business for a contractual relationship and agree for mutual agency (we can say share work for each
other and share the profits as per agreement.

Answer no. without agreement no partnership arise.
Case Pratibha rani v suraj kumar 1985

A wife gave her stridhan to her husband for starting a business. The husband’s business was making
profit. Now question arose whether the wife could be considered a partner.

¢ Problem

A wife gave her Stridhan to her husband to start a business.
The business earned profit.
Can the wife be considered a partner?
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¢ Legal Position
Under the Indian Partnership Act, 1932 (Section 4):

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

There are three essential elements:
1. Agreement between persons
2. Sharing of profits

3. Mutual agency (business carried by all or any acting for all)

¢ Mere Contribution of Money # Partnership
Simply giving money (even Stridhan) does not automatically make the wife a partner.
To be a partner:
e There must be a partnership agreement
e There must be intention to carry on business jointly
e There must be mutual agency

If the wife only gave money like a loan or investment, she is not a partner.

¢ Relevant Case Law

Mohori Bibee v. Dharmodas Ghose (1903)
(Not directly on partnership but related to contractual capacity.)

More relevant principle:
Courts have held that mere sharing of profits is not conclusive proof of partnership.
Mutual agency is the real test.

¢ Conclusion

The wife will NOT be considered a partner
unless there is proof of:

e Partnership agreement
e Intention to run business jointly
e Mutual agency

If she only gave her Stridhan to help her husband financially, she is not a partner, but at most a
creditor.
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¢ Short Exam Answer (5-7 Marks)

Mere contribution of Stridhan by a wife to her husband’s business does not make her a partner.
Under Section 4 of the Indian Partnership Act, partnership requires agreement and mutual agency.
Unless these elements are present, the wife cannot be treated as a partner.

Pratibha Rani v. Suraj Kumar (1985) — Supreme Court
¢ Facts of the Case

e The wife (Pratibha Rani) gave her Stridhan (dowry articles, jewellery, gifts) to her husband
and in-laws after marriage.

e Later, disputes arose.
e The husband and his family refused to return her Stridhan.
e The wife filed a criminal complaint under Section 406 IPC (Criminal Breach of Trust).

e The husband argued that since they were married, no criminal breach of trust could arise.

¢ Legal Issue

Whether the husband and his relatives can be held guilty of criminal breach of trust for not
returning the wife's Stridhan?

¢ Supreme Court Judgment

The Supreme Court held:

Stridhan is the absolute property of the wife.
The husband has no ownership over it.
The husband only acts as a trustee of the wife's Stridhan.

If he dishonestly misappropriates or refuses to return it, he can be punished under Section 406
IPC.

¢ Important Observations
e Marriage does not give the husband ownership over wife’s property.
e Refusal to return Stridhan amounts to criminal breach of trust.

e A wife has full legal right to recover her Stridhan.

¢ Importance of the Case

e Strengthened women's property rights.
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e C(Clarified that Stridhan remains exclusively the wife’s property.

e Recognized criminal liability of husband/in-laws for misappropriation.

¢ Short Exam Answer (5—7 Marks)

In Pratibha Rani v. Suraj Kumar (1985), the Supreme Court held that Stridhan is the absolute property
of the wife. The husband acts only as a trustee. Refusal to return Stridhan amounts to criminal
breach of trust under Section 406 IPC.

The Supreme Court held that partnership is created by contract and not by status. Mere
contribution of money by the wife does not make her a partner. Since there was no
agreement to share profits and no mutual agency, the wife could not be treated as a

partner.

UfAHT T TATH FIST FHAR (1985) ST ATHAT AR AT Sl H Tdaried Afeesit
b TN (stridhan) 3TTAPRI b TIYU H Teh Ve & AT §1

HATHS T TRTA (Case Summary):
. %Y I F1 [Aarfed AT &1 ST ST G fhard AR & AT
afcl o A1 3Hh HYeh HUTT?
. thEer guiA I A TUE foha foh @ieer w Afger o qot 3R 3
31fAPR (Absolute Ownership) ?ﬂ?ﬂ%ﬂ
Wj@ a'Tl'f«_‘E"'T ﬁ’g (Key Legal Points):

1. AT TR TId1E & eI ATedT I 3UsR H fFell gufd o1aT, hus
317fe) 3P 319 B & | ufY hael Uk TEd) (HI&Th) b & F 38 GHTT
HehdT &, ATfolch & ®T H AT |

2. ORI TAHTHETC (pc 406): ATE U AT HGTC aTel HTEeIT T AT T
SHPT BT ATTH Pl T FAT B , ol 31 X 1pc Y URT 406 o Tt
TR faATEET &l HheHT TATAT ST HhelT ¢ |
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3. Tgeh U R I o ToTTd 3N ERIATOM &3 I & 3H hifel &l Tele
fea foreat svet a1 T fp A1) b a1 ENY= T FU e a1 ST & |

5. TATe 3R BT U difsa aifeen sae fore g faare s
& YRT 27 b Ted (ATl Hg JT ITURTTAR HATHT, Il &of P ol &

HTH hr %3@ (Background):

UTIHT T o 310 Ui 3R TG dTeil W Egot R SN @ 260,000 H
STAR) E8U T 3TRIT SIITTT AT | ST Seqic ATATA dT9H A% [haT, AT AT PIc
T, TRl G BIE 2 JicteT: A3t & gan 3t A FecauT caaeAr Y|

Under Section 4 of the Indian Partnership Act, there must be an agreement to carry on a
business. Section 2(b) defines business as including every trade, occupation, or profession.
Therefore, partnership can exist in any lawful commercial or professional activity carried on with a
profit motive.

case 2

Abdul Badshah Saheb v. Century Wood Industry
This is an important case under the Indian Partnership Act, 1932, dealing with the test
of partnership.

¢ Facts of the Case
e A person invested money in a business.
e He was receiving a share in the profits.
e The question arose whether he could be treated as a partner in the firm.

¢ Legal Issue
Whether mere sharing of profits is sufficient to constitute a partnership?

¢ Judgment
The Court held:

Mere sharing of profits does not make a person a partner.
The real test of partnership is mutual agency.
There must be an agreement to carry on business on behalf of all.

¢ Legal Principle Established
Under Section 4 of the Indian Partnership Act:
Partnership requires:
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1. Agreement
2. Sharing of profits
3. Mutual agency (real test)
The Court clarified that:
Sharing of profits is only prima facie evidence, but not conclusive proof of partnership.

¢ Importance of the Case
e Reinforced that mutual agency is the true test of partnership.
e Contribution of capital or sharing profits alone does not create partnership.

¢ Short Exam Answer (5—7 Marks)
In Abdul Badshah Saheb v. Century Wood Industry, the court held that mere sharing of
profits does not create a partnership. The true test of partnership is mutual agency.
There must be an agreement to carry on business on behalf of all partners.

€Y. eqel ATGRITE HIEd TeTH Y IS FSEEIST (1954) BT ATHA HRAL
H@EﬁrH@ﬁ'&ﬂ (Indian Partnership Act), 1932 %a%ﬁﬂﬁ?ﬂfr (Partnership) G
31Tedca ot FTUTRA i o T Teh AgcaquT dhreleh! [T ¢ |

HATHN BT ARILA (Case Summary):

. LY. QY HITTH HTS Teh HIY V& A 3R 3¢ farad A o qufy el
oY | Segiat U T TEaRT I b TSI 3TUAT Teh S9N 25,000 H ST
feam 3R 39 TTA B ABET (timber) & cTa@TT F [AAA F fEaT| 36
IS TR ToIT—T HASHAT AET AT, Afhed A SITH HISTT HId b ITHeh
I

e T ST Sepldd Teh IR U&T (Century Wood Industries) & [T SIehTT Sl
& forw Fehg AT R v, & ufaardy & g fear s I ve arerd
B § ST UStiehd oTel &, STl HRATT ATSTe 3 TATII3 Pl TR 69(2)
dod HPGHAT AT el &

Tl &l v (Court's Decision):

R &3 DI 31T PeATed 813 BIC) o fAFaTarld HAecaqo! Rgid FuiRa
fopu.


https://www.indiacode.nic.in/bitstream/123456789/19863/1/indian_partnership_act_1932.pdf
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1. AT &1 T DPIE A AT b Tfe; Sy arar & 311 ep cafp ara
I 3 ForT ST SIoTTepe ST g il &, A 3 TSR AT ST &,

2. forf@a garsila & smagedr 6T asier & forw forddt st =
TerTEret 3re7aIer &1 IR ehcll =81 & | S8 T & HTRoT 3 3ma
HHS (conduct and implied agreement) b ) ﬁwmm%o

3. USIIRoT Y JAATIAT. ek alat AIS T T cTaaTT Th ATSHGRT Tl
e I W& AT 3R a8 Usfigpd 1 AT, 3aforT i o 3Ach Hehed
Eﬁm (not maintainable) PR feam|

W—Eﬁa ddTH '\CITQ?\Tﬂ (Co-ownership vs Partnership):

PIE  TUE haT o Sharel GUT &1 To-ATToleh BlAT ASIG) 761 & | Ay ad
TTdY & ST Te-ATTolh 38 U IT LT T STANIT T AT b 3T A
SHEHTT A A & 3N Th-GE & UTATAT (agent) B FT A BRI BIA B

3

Under Section 4 of the Indian Partnership Act, 1932:

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

¢ Essential Requirement
The agreement must include:
1. Carrying on a business, and
2. Sharing of profits of that business

If two or more persons agree to carry on a business but do not agree to share profits, then they
cannot be treated as partners.

¢ Important Clarification
e Profit-sharing is essential for partnership.

e If the objective is only:
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o Social service

o Charity

o Joint ownership without profit motive
o Salary-based relationship

Then it is not a partnership.

¢ Example

If two persons open a school only for charitable purposes and agree not to share profits,
They are not partners.

If two persons run a business but one receives only fixed salary,
That person is not a partner.

¢ Legal Principle

Agreement to share profits is a mandatory condition for partnership.
Absence of profit-sharing means no partnership exists.

¢ Exam-Oriented Short Answer (5—6 Marks)

Under Section 4 of the Indian Partnership Act, an agreement to share the profits of a business is
essential. If two or more persons carry on a business without intending to share profits, they cannot
be considered partners. Profit-sharing is a necessary element of partnership.

QT@E\T& (Partnership) %W%W"WWF@TW" (Sharing of Proﬁts)m
HAgcayuT AR AT Tedl A 8 T & | AR ArsieRy AfATATH, 1032 HrarT
43P 3TTER, SITH TS el 1 37 3R Aged A feIm I e:

1. ATSIERY Y TRHTET 1 FET e

SIAHTY o SIT9T T HTSHT BIA b TIT TEHT GU &, it 51 ol b gRT AT 37 el
I 3NT B foreh ves afeh gRT T STaT

2. ST HIST AT &1 AT &2

10
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. TGS 32T TSGR DT AT 323 ATH HATAT & | ATS Pl TS

WRIUGBRT IT AT TdT (SH NGo) & Folt T IRT §, o 38 Flefett &G

ﬂﬂ@aﬁaﬁmalmll | Legal Service India 3'73'10_'!\‘41?, oITH pT HTSAT hcdl
q@aﬂ' I "TUH €T HT&T" (Prima Facie Evidence) % |

. R HIST PAT HTAAY TR Pleled S ded T TS IAT HTard

©, AToheT BT (Loss) TTSAT ¥t TR AET & | TSGR U 7 Ig
AT R b & b IS T ATSieR Shael oImaT  feeam o,
GeRICEE R

3. m 3TYdIS (Exceptions)

ok saforT o IS cafeh cTaaTT A o197 UTH Y IeT &, I ATSNER A8 a9
ST | fAFATAT—T ATHET F 1T AT B b ATISIG, T Teh BISHEGR el ATAT

SIIE

. m(Lenders):aﬁzﬁéﬁqﬂﬁ'aﬁ'SWéﬂT%ﬁTﬁmd P Icol oITH

o1 REaT AT &

. HIAR) AT Taie. 379 fhet el &Y ddaT & IoITT AT 3T TT 19 T

o ufderd fear Srar g |

. JId TSR &t faar a1 g1 e Tarad & ®u 3 o o feean e

el

4. "m T 31Tl GLTaToT (The Real Test)

Wmﬁf@xv, Hickman G\ﬁuﬁl@’maKHTWWWﬁWT%ﬁFW
AT HTSTT AT & TATH T8l & | TSR T 3T AT TLI&TOT HTIHT TSAT (Mutual
Agency)%—H?-ﬁT-r,WWWW%W%WJETWWW%?

4

Mutual Agency means:

11
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Every partner is both an agent and a principal of the firm.

This is the true test of partnership.

Legal Basis
Under Section 4 of the Indian Partnership Act, 1932:

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

The words “acting for all” indicate mutual agency.

¢ Explanation
e Each partner can bind the firm and other partners by his acts.

e Each partner is also bound by the acts of other partners done in the ordinary course of
business.

Therefore:
e A partneris an agent when he acts on behalf of the firm.

e A partner is a principal when other partners act on his behalf.

¢ Example

If A, B, and C are partners:
e Asigns a contract with a supplier in the name of the firm.
e Band Care also legally bound by that contract.

This is mutual agency.

¢ Importance
e Mutual agency is the real test of partnership.
e Mere sharing of profits is not conclusive.

e If mutual agency is absent, there is no partnership.

¢ Important Case Law

Court held that the real test of partnership is mutual agency, not merely profit-sharing.

12
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® Short Exam Answer (5 Marks)

Mutual agency means that every partner is both an agent and a principal of the firm. Under Section 4
of the Indian Partnership Act, the business must be carried on by all or any of them acting for all. It is
the true test of partnership.

RTINS Toidr (Mutual Agency) G| H@aﬂ' (Partnership) hT 31l ma' (True
Test) HATAT SATAT & | ARATT ATHAGRY ITATATH, 1932 T URT 18 HFAR, W
AR Ha ol Toie T & 3R Rifdaer @@t sir|

SHhT T HT &2

T Q<G H, SHBT HATeTd & Toh Teh TSGR gIRT Toh AT 3737 B G it 3R
31T AH TTHAEGRT TR Flefell T T IICTDRT Bl & |
&Y ARV,
1. Tole & Y H: 579 IS ATSIER Fa o cIITTT &b foIT IS Frar diar e, ar
I 37T TSGR &l 'Toie oIdT & | 3Th it & forw ardhr @oft arsier
e rArgil
2. TR @@refh) & ®9 . a8 3= IrsieR) gRT fopw 9w shrif o forw ot

STRGIR BT & | AT, 3R GET AISIGR IS TATIHT A Ielcll T &,
ol 38 HY SHERT EATAT HITAT US Hehell & |

3. AT BT dTeld: 3 TATATH T U7 4 TAF HIAT & fob caaara s g
P gIRT, IT 3T FH Y 3 A 1Y HIA drel TohdY Tep & gRI T=AT ST
ghdT ol

I AT AecaquT &2

A% 18T TS HIAT TSR T Tl T 01 &, FIh Teh HAoR AT TGR
3T ST o HohaT & | ATSIERT T AT ST ST Seteh ST AT TS BT
"y g | I veh cafeh & e A gE e dlefeh FT A TUSAATE, AN A
HISAER HeelTua |

13
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Cox v. Hickman 918 UTARITRIeh ATHAT H scc online §RT TUE fopam 31T § fop 3oy
TS & AsieR) & 31T edcd &r [T gaoT§ |

Cox v. Hickman (1860) - %a' A

Wmm (Partnership) %@@Hﬁwiﬂ%ﬁt@ﬁrﬂﬁ%l

OWa;HW(Facts)
. TP ITURY 3TTeh Tehe H 3T 1T
o« 3T 3T JAAERT (Creditors) o TTY Teh FHS AT foha|

. A & AR, IACRI B ST A Bl ATl ATH (Profits) H H HITATT
ferar ST am|

. HIAI HS TEET (Trustees) GRT TATIT ST ILT AT

dTe; # TATUR 3 ©1eT g3 3R 94 3o7 o
EP:ITaFl?.'\-R)i'F‘I’ffﬂTQ'eﬂ'T(Partner)d-lltrll oIl Hehdl %EI—?:I’IﬁFETFlTSTE#%‘FHTFTI%?J?

. El’ﬂ’ﬂ;‘_"ﬂ'q’ﬂ'(Issue)
Waﬂﬁmﬂﬁmm (Sharing of Profits) mﬁﬁmmma?

o ATATIY BT TAUTT (Judgment)

=ITATTY < el

X hael oltd H feEaT 1 TrsieRY ol THATT AT &
H@aﬁaﬂaﬁﬁiﬁqﬁfﬂwmem Test)%—qmﬁaﬁm (Mutual

Agency) |

14
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37T, T < eh el HAHT Y 3T A BRI 3 GERN D AT DBt Bl
PR & Afe A, A T8 TSR AL ¢

» T m (Principle Established)
1. oITH A &I oIAT haol URTHD THTUT (Prima Facie Evidence) & |
2. F@aﬁmalmiaaﬁWWMutualAgency%l

3. I IS cTfeh caaara & forw veie i aie &1 T8 hdT, Y I8 TTSER
e

o HAGcd
. 39U A AISIERT T TRHATYT & TUE fha|

. AR AR HAfaT4, 1932@%433?“-3?[@@1?[3@@
EENDRES

o TETT o HIAT 3T (57 3eh)

Cox v. Hickman (1860)ﬁwﬁmﬂm%mmﬂﬁmmmﬁ
TSGR el ATl | FTSGIT T AT faeh URIET0T UREA R HTHBIOT (Mutual
Agency) © | TS, T Th oI T BT 3R T PRI A ol JTABR A%l ¢, dl 8 ABIGR
Tl HATAT ST |

il c<iion 6 — Indian Partnership Act, 1932

(Mode of Determining Existence of Partnership)

Section 6 provides: Provision (WQT)

15
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In determining whether a group of persons is or is not a firm, regard shall be had to the

real relation between the parties, as shown by all relevant facts taken together.

¢ Meaning Section 6 says that:

=~ Partnership cannot be decided merely by name or agreement title.

=~ The court will examine the real intention and relationship of the parties.

It looks at:

e Agreement between parties
e Sharing of profits

e Mutual agency

e Conduct of parties

e Surrounding circumstances

¢ Important Point

Even if persons call themselves “partners,”
they may not legally be partners unless the essential elements under Section 4 are

satisfied.

Similarly, even if there is no written agreement, partnership can exist if facts prove it.

il ation with Cox v. Hickman
Section 6 reflects the principle laid down in Cox v. Hickman (1860):

Mutual agency is the real test of partnership.

¢ Example

If two persons share profits but one has no authority to bind the business,

the court may hold that there is no partnership, because mutual agency is missing.

¢ Exam-Oriented Short Answer (5—7 Marks)

16
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Section 6 of the Indian Partnership Act provides that in determining whether a partnership
exists, the court shall consider the real relationship between the parties based on all
relevant facts. Mere sharing of profits is not conclusive. Mutual agency and intention are

important factors.

HAT ARy JTATATH, 1932 P URT 6 BGRT & edca al
AURT B B 31Tl TUETUT" (True Test) TATAT &l

URT 6 bl 31'@' AR (Mode of determining existence of partnership):

IE URT TUAE Pl ¢ b Ig T da & forw o afhal &1 $is g
FIBCRT & T del, hddl ¥ PT dCdRT SWAT BT Al &, dfed &Il
& I & grEdfae gadr (Real Relations) &I ¢WT ATBU|

AT Prefeh g
1. T a2t W AR HIC had Uh TSl I Th Ad B AL

c@dr, afes uell & fi g FHSIA, 3dd ITROT 3R AFS &
el U azal W ik aRar

2. OTH WIS HAT UATT A8l: hadol o H REar o1 fordy &t
grsieR dgl a1 &1l fAeafaf@d Areel & Iy I & &
dTaolG <Ath ABIGR =Tel AT SATdT:

1. FRUTGIAT (Money Lenders): aﬁaﬂéwﬁﬁqﬁffaﬁzs‘imém%ﬁ?
deol A oH &1 ZEar Jar B

2. UgP IT Tolc: Tolce 3% dddd & FU A oNH o1 erar Fear gl
3. 9 TR & aiky: e fQuar o a=at & §u & e @
feear g e 2

4. A faRhar: e <gaarT &1 A (Goodwill) I & 3R aH
o foedT Ut & &

17
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ICIICCH dcd (The Decisive Test):

URT 6 & AR, HHG P 3 YA "URIFURD Toid" (Mutual
Agency) B TTE Ueh ATh & HrAT ¥ 31 b Blefell &I § ey
(8ind) BT &, d 3% T ARIey AT STwef|

Sar e Legal Service India & RIAuSl gRT Soo@ TRAT I=T %-' oA HIST
PIAT hdol UUH THAT & &, STdfeh 3aar voidr fAviaes e g

Section 7 is given under the Indian Partnership Act, 1932.

English Explanation
¢ Meaning of Section 7
Section 7 defines “Partnership at Will.”
A partnership is called a Partnership at Will when:
1. There is no fixed duration for the partnership, and
2. There is no provision regarding determination (termination) of partnership.

In such a case, any partner can dissolve the firm at any time by giving notice to the other
partners.

@ Essentials of Partnership at Will

£} No agreement about the period of partnership.
B3 No clause regarding how the partnership will be dissolved.

If both these conditions are satisfied, it is a partnership at will.

«# Dissolution Under Section 43 of the Partnership Act:
e A partnership at will may be dissolved by any partner
e By giving written notice to all other partners

e Dissolution takes effect from the date mentioned in the notice.

18
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@ Example
A, B, and C start a business without fixing any time limit and without mentioning how it will end.

This is a Partnership at Will.
If A gives notice to B and C, the firm will be dissolved.

B YRT7 -STOIGAN H@?ﬂﬂ' (Partnership at Will)
e Aerl &

0 o1 AT 3 RuRaad E, 3k
B) TS GHTH e ol IS UTaUT o &,

arsg SO H@?ﬂﬂ' (Partnership at Will) Sl SITAT % |

ey frdwand
. e AfE A
. A & et FAeia
. IS M AR T & AT S Tl ol HHTE P bl &

GG (Dissolution) YT 43 353']§_\E|'|T,
g HT ATRIGR T & d YT G ATHERY HATH h HehclT & |

4 fAshy

Section 7 defines partnership at will, where partners are free to dissolve the firm at any time due to
absence of fixed duration or termination clause.

[ section 43 - Dissolution by Notice Section 43 is given under the Indian Partnership Act, 1932.

o o cction 3

Section 43 deals with dissolution of a Partnership at Will by notice.

19
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It provides that:

When the partnership is “at will”, the firm may be dissolved by any partner by giving notice in
writing to all the other partners of his intention to dissolve the firm.

«# Essential Conditions

£} The partnership must be a Partnership at Will (Section 7).
B3 Notice must be in writing.
E) Notice must be given to all other partners.

% When Does Dissolution Take Effect?
Dissolution takes effect:
e From the date mentioned in the notice, or

¢ |f no date is mentioned - From the date of communication of notice.

¥ Important Points
e No consent of other partners is required.
e Dissolution is automatic once proper notice is given.

e Itis a unilateral right of a partner.

@ Example

A, B and C are partners at will.
A sends a written notice to B and C stating that the firm will dissolve on 1st March.

The firm stands dissolved on 1st March.

If no date is mentioned = It dissolves on the date B and C receive the notice.

B YURT 43 - AT gRT [aeea

aﬁm S TOIFHI" (Partnership at Will) 4 ﬁaﬁéﬂﬂﬂ@mmmﬂ
ATSIERT ot T FIAT ST T Pl THTH Y ThelT ¢ |

3T A

20
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0 TISIERY STOIaR &l
B a1 ff@d sua |
B T AT3eRI &l & ST |

frarea e gaTet {19t
. @A ARARAGIEE - s fara)
. TRV T - gEarTE e Hr A

IGRINEIG]
. 3T GISIERT T GeAfa TaeTH AR |
. T UHuETT AAER T

4 fAshy

Section 43 gives a statutory right to a partner in a partnership at will to dissolve the firm by giving
written notice, and dissolution becomes effective as per the notice.

[ Duties of Partners

All these duties are given under the Indian Partnership Act, 1932.

E) section 9 — General Duties of Partners

¢ English Explanation

Partners are bound:
e To carry on the business of the firm to the greatest common advantage.
e To be just and faithful to each other.

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

= It means partners must act honestly and in good faith.

‘_
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o B HI AR FH &b 187 > forw et
. THGEY S Uld SATAGR 3R fAsrare &
. TUTOR ¥ §EAd e @ 3R qut SdRy S|

£ section 10 - Duty to Indemnify for Fraud

If a partner causes loss to the firm by his fraud, he must compensate (indemnify) the firm for that
loss.

Fraud includes intentional cheating or dishonesty.

I IS AR YRATUSY (Fraud) & B o JhHTA TSI &, Al 38 5 T
T HITTS AT &9l |

E) section 12(b) — Duty relating to Conduct of Business

Every partner has a right to take part in the conduct of the business.
But business decisions are taken by majority of partners, and majority must act in good faith.

Important matters require consent of all partners.
o TodT H carean
TcAP TSGR I ITUR o TTel F 19T oY ol 3TTABPR &
FIUROT 0T 9t A &ldl, T AecdquT AT & Gt i ggafd 3maeas
el

3 section 13(f) — Duty to Indemnify for Will full Neglect

If a partner causes loss to the firm by his will full neglect (intentional carelessness), he must
indemnify the firm.

Difference from Section 10:
e Sec10 - Fraud

e Sec 13(f) = Willful negligence

e IS TSGR STAGSTRR ATURATE! PIAT & IR o Dl Jh a1 &l &, Al 38
SHEDT FIUTS HIAT 219l |
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[} section 16(a) — Duty regarding Personal Profit
If a partner earns any personal profit from:
e Any transaction of the firm, or
e Use of firm property, name or business connection

He must account for and pay that profit to the firm.

= A partner cannot secretly benefit.

Ife IS AR Ha & TATUR IT HUTA T SAThIT oTH HATAT &, AT 39 I oIl
T i ST EI9TT |

3 section 16(b) — Duty Not to Compete
If a partner carries on a competing business without consent of other partners, he must:
e Account for and

e Pay all profits earned from such competing business to the firm.

= A partner cannot compete against his own firm.

o IfEPIS AR FIAT HFATA &b B &b HHATA SATUR HIAT &, AT 38 38
TR & YT W18 T i el 9T |

# Short Exam Conclusion

Under the Indian Partnership Act, partners owe duties of good faith, honesty, indemnity for fraud
and negligence, duty not to make secret profits, and duty not to compete. These duties ensure
mutual trust and protect the firm’s interest.

n CONTRACT OF INDEMNITY (Sections 124-125)
Meaning:

A contract of indemnity is a contract in which one party promises to save the other from loss caused
to him by the conduct of the promisor or by the conduct of any other person.

Parties:

1. Indemnifier (promisor)
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2. Indemnity-holder (promise)
Essentials:
e There must be a promise to compensate for loss.
e Loss must be caused by human conduct.
e It must be a valid contract.
Rights of Indemnity Holder (Sec 125):
e Torecover damages.
e To recover legal costs.
e To recover sums paid under compromise.
Example:

A promises to indemnify B against any loss caused by C. If C causes loss to B, A must compensate B.

2 3719 TG T 3HFTY I8 Y & ToTEs Teh UsT g@ UeT ol fopdlt eafeh b
3TTEROT & §U hHI chl HIUTS &l T T ol |

qaT.
1. aTfaqfdedr
2. &7faqfd aR®
TIIE e
o DT P FUTS BT aIA
. JhaT fhe cafh & Y A T Tnfew
. Ay Igau AT ART
gifagfd ave & AR
. FolleAT aHel e
. HBCH BT T A AT
. FHASIA H & 7S TIA THA HIAT
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E3 CONTRACT OF GUARANTEE (Sections 126-147)

Meaning: A contract of guarantee is a contract to perform the promise or discharge the liability
of a third person in case of his default.

Parties:
1. Surety
2. Principal Debtor
3. Creditor
Essentials:
e There must be a debt or liability.
e Guarantee must be for default.

e There must be consideration.

e Specific Guarantee
e Continuing Guarantee
Example:

A lends money to B, and C guarantees repayment. If B fails, C must pay.

2 Y. Ui 1 3eJa g & TSTHa Teh cafeh R exfeh o alfdicd &l 38
Yeh el U QI el bl I ST & |

TaT.
1. STATATER
2. A GAGR
3. oledgR
LCane
. fafre yeamsgfa

R G RIE G
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EJ BAILMENT (Sections 148-171)

Meaning: Bailment is the delivery of goods by one person to another for some purpose, upon a
contract that the goods shall be returned or disposed of after the purpose is accomplished.

Parties:
1. Bailor
2. Bailee
Essentials:
e Delivery of goods
e For specific purpose
e Return after purpose
Duties of Bailee:
e Take reasonable care.
e Not make unauthorized use.
e Return goods after purpose.
Example:

A gives his watch to B for repair. After repair, B must return it.

2 3. fA810 a8 3rga9 & foraal v cafeh fnel aeg &t fpel seea A g@y &t
ST & 3R 3228 QU 8l IR aT0d el bl I eIl ¢ |

&
1. fA&uhd
2. e
HTEGRISP dcd:
. TEPHIYYGS P
. AT
. ST QI EA G argHr
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) PLEDGE (Sections 172-179)

Meaning:

Pledge is a special kind of bailment where goods are delivered as security for payment of a debt or
performance of a promise.

Parties:
1. Pawnor (Pledgor)
2. Pawnee (Pledgee)
Rights of Pawnee:
e Right to retain goods
e Right to extraordinary expenses
e Right to sue and sell after notice

Example:

A pledges gold to a bank for a loan. If A fails to repay, bank can sell the gold.

2 31 AT Teh Ay UepX b1 fAeiy © Toraad g ol HoTh gean & &u A
ez Smar gl

&
1. TR T@a arer
2. T o arer
Al & 3fAsR.
. TE P Uh B TG
o 3THTYROT G TH AT
. ARFIHI TS

B Difference (Important for Exams)
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Basis Indemnity Guarantee
Parties 2 3

Liability Primary  Secondary
Sections 124-125 126-147

Basis Bailment Pledge

Purpose Any purpose Security for debt

Nature General Special bailment

¢ Meaning (Section 182)

A contract of agency is a contract in which one person employs another to do any act for him or to
represent him in dealings with third persons.

e The person who employs is called the Principal.

e The person who is employed is called the Agent.

=~ “He who acts through another, acts himself”

¢ Essentials of Agency
1. There must be an agreement between principal and agent.
2. The agent must act on behalf of the principal.
3. The agent must create a legal relationship between principal and third party.

4. Consideration is not necessary.

¢ Modes of Creation of Agency
1. By express agreement (oral or written)
2. By implied agreement
3. By estoppel
4. By holding out
5. By necessity

6. By ratification
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¢ Kinds of Agents
e Special Agent
e General Agent
e Universal Agent

e Sub-agent

¢ Duties of Agent
e To follow instructions
e To act with reasonable care and skill
e Torender proper accounts
e To communicate in case of difficulty

e Not to make secret profits

¢ Rights of Agent
e Right to remuneration
e Right of lien
¢ Right of indemnity

e Right of retainer

¢ Termination of Agency
Agency may be terminated by:
e Mutual agreement
e Revocation by principal
¢ Renunciation by agent
e Completion of business
e Death or insanity

e Insolvency of principal

o Y (ITRT 182)
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3{THBUT BT ITIY T I & TIHH Ueh & eh GE &1 31U Tt s ahded AT
I cafes & T cgaer # ufafafca v & fore g aear &

. g I ITelT = YT (Principal)

. fage g - 3T (agent)

"SI T GE & HICTH F T STl &, T T §RT {ohdT IR AAT ST & |-

o JTIIF dca
1. g 3R 3ATHHar & Sra gerstian
2. AfAFATTIT R IR IFI W
3. AR U&T o a1y deTfeies ga9 Farfua &
4. UTAHS HTITh el &

o fAHTOT Y TATIAT & aF
1. TUE Y gRT
2. [T 3 gaU gRT
3. UTAUY (Estoppel) §RT

UcT&T UG (Holding out) ETRT

e

5. AT haTH

6. yﬁ?ﬂa?r (Ratification) X1

o AP &b Hed

. &t T aTere AT
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. TITYTAT 3T P A HRY PIAT

. TR
o TAAHT AT

o 3fFehdr & FfAPR
. TIRATHS P 3RAFR
«  TTUMABR (Lien)
. &g @ 3feR
. U @A ET IHAPR

o JfAHToT i FATA
. U HEATTH
. YT gRT faaa
. 3N gRT AT
. FEHYS

. di('eiznl-lldloihlrl

. fearferamaa

#4 Important Exam Points (Very Important for 10-15 Marks)
¢ Difference Between Agent and Servant

Basis Agent Servant

Authority Can create legal relation Cannot

Control Less control Full control
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[ CONTRACT OF SALE

EJ Definition of Sale (Section 4)

A contract of sale of goods is a contract whereby the seller transfers or agrees to transfer the
property (ownership) in goods to the buyer for a price.

There are two types:
e Sale — Ownership is transferred immediately.

e Agreement to Sell - Ownership is to be transferred in future or subject to condition.

farehar o1 gy &% gy & ToTaadt faehdT, Hod & deel a& &1 FTied shell
I ST BT & T Pl BT Tded Sl |

. THRT (sale) - FaTHCT XA TEATARA

o TIHT T FR (Agreement to sell) - TSI & AT Q]ﬁ@@ﬁww

E) Essentials of Contract of Sale
1. Two parties — Seller and Buyer
2. Transfer of ownership
3. Goods (movable property only)
4. Price (money consideration)

5. Valid contract (free consent, lawful object etc.)

1. a1 U&7 - fashdr 3R sher
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. T AT BT eEATAOT
3. thdd I U

N

s

Hed G H)
. Y Y

%]

E) Difference Between Sale and Agreement to Sell
Basis Sale Agreement to Sell
Ownership Immediately transferred Future transfer
Risk Buyer bears risk Seller bears risk

Nature Executed contract Executory contract

3 Duties of Seller and Buyer
In English
e To deliver the goods
e To transfer ownership
e To deliver goods of right quality

e To supply goods according to contract

. T SEATARd AT

. 3R IUTaAT &

. Y h HJHN TF el

Duties of Buyer
e To accept the goods
e To pay the price

e To apply for delivery
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. TEJ THIDR HIAT

o Hed P HITAT BAT

) sale by Sample (Section 17)

When sale is made based on a sample shown to the buyer.

Conditions:
e Bulk must correspond with sample.
e Buyer must have reasonable opportunity to compare.

e Goods must be free from hidden defects.

ST TaehT A o 3MTUR W T S|

o QU IET FAIHA D HFETE
o JolTelT &1 3TaER fred
. Buguas

3 sale by Description (Section 15)

When goods are sold by description, they must correspond with that description.

Example: Selling “pure cotton shirt” must actually be cotton.

ST aE] TareRuT o 3MTYR W I ST, T 7 38 freRoT b & gl a1 |

E2 conditions and Warranties (Sections 12-16)

¢ Condition

A stipulation essential to the main purpose of contract.
Breach - Contract may be repudiated.

¢ Warranty

Collateral stipulation.
Breach - Only damages claim.
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Difference

Basis Condition Warranty
Importance Essential Secondary
Breach Contract cancelled Damages only

R (Condition) - AT 32T H HTA, Seoitlel UL 3T HATH |
IR (Warranty) - &I <h A, Sooltel U Shddl ?Eﬁ?lﬂ

[ Rule of Caveat Emptor (Section 16)
“Let the buyer beware.”
Buyer must examine goods before buying. Seller is not responsible for defects.
Exceptions:
e Misrepresentation
e Fraud
e Sale by sample
e Sale by description

e Merchantable quality

Caveat Emptor Pl HY- T WWT@ [
Shell &Y aEq STt AT |

i141
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4 Important for Exams

Focus on:
e Section 4 definition
e Difference between Sale & Agreement to Sell
e Condition vs Warranty

e Caveat Emptor with exceptions

question ___transfer to title, passing of property in goods, delivery of goods- rules regarding
delivery of goods, unpaid seller and his rights, remedies for the breach of contract,
B KD Transfer of Title
“Transfer of title” means transfer of ownership in goods from seller to buyer.
General Rule:
Nemo dat quod non habet (No one can give what he does not have.)
If seller has no ownership, he cannot transfer valid title.
Exceptions:

1. Sale by mercantile agent

2. Sale by one of joint owners

3. Sale by person in possession under voidable contract

4. Sale by seller in possession after sale

5. Sale by buyer in possession before sale

6. Estoppel

“FTTHT BT ZEITIIOT T 372 & TachaT @ ShdT Y ATTSIhIAT &b &l ST |

Wﬁ'&ﬂ: Nemo dat quod non habet —
“TPIS TTTeh g TADPR el ¢ ThdT oIl 5Hh I TaT el & |

A,
. TIMUTR Taie gRT fashd
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TYh QAT H @ Th gRT
IO AT & AN
Taha &b et AT@A W

T o el 3 T W
o 1;|'1=<‘|'Q"Z3|'(Estoppel)

[ B3 Passing of Property in Goods (Sections 18—26)
Ownership passes when parties intend it to pass.
Rules:
1. Specific goods in deliverable state - Property passes at time of contract.
2. |If goods need weighing/measuring - After completion.
3. Unascertained goods - After appropriation.
4. Sale on approval &> When buyer approves or keeps beyond reasonable time.
Important:

Risk follows ownership (unless otherwise agreed).

TATfACT Tait &1 FHAT & IJAR &EAd R el &
T

1. fafre avq — rqauh Tag

2. HATY-dlel ATaTh & — B IR 8l TW

3. Hﬁf‘q\qﬁd{'@—) Y] (appropriation)asa'la
4. HJHAEA W fasha — Elipid arg

B E) pelivery of Goods (Sections 31-44)

Delivery means voluntary transfer of possession.
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Types:
e Actual delivery
e Symbolic delivery
e Constructive delivery
Rules regarding Delivery:
1. Delivery and payment are concurrent conditions.
2. Buyer must apply for delivery.
3. Place of delivery — As agreed.
4. Time of delivery — Within reasonable time.
5. Expenses — Seller bears cost of putting goods in deliverable state.

6. Part delivery — May operate as delivery of whole.

2 G a1 3197 & heat o1 TATTSH e diakoT|
Y.

. arEdfas gugan

. UcliepTcAs ggeht

. TIATCHD GYean
.

I 3R Gl Arerary
« ST oY FTIT et @Ity
TEAfA & AR TATH
RhEITT AT A

. @Y fashar T

B ) unpaid Seller (Sections 45-54)
A seller is unpaid when:
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e  Whole price not paid
e Bill of exchange dishonoured
Rights of Unpaid Seller
Against Goods:
1. Right of lien
2. Right of stoppage in transit
3. Right of resale
Against Buyer Personally:
1. Suit for price
2. Suit for damages

3. Suit for interest

2 3 fashdT a% & {98 QU ea ura A g3 el
&3 o fareg 3SR

1. TEUMABR (Lien)

2. HTI 3 kel (stoppage in transit)

3. QATahY
ohell & faeg:

1. Hed & fovarg

2. Eottell

3. olal

[ B3 Remedies for Breach of Contract
Remedies available to Seller:
e  Suit for price

e Damages for non-acceptance
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e Interest
Remedies available to Buyer:
e Damages for non-delivery
e Specific performance
e Breach of warranty

e Repudiation of contract

2 farehar & U
. HegFfoTarg
. EIPIA T A WESATA

. T
shelT b 3UT.

eI o g1 W gsiia
. fafere are

. IRE Soolted U ollel

o ITTY HHATH PIAT

[ KD Nature of Partnership (Section 4)

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

Essential Elements:
1. Agreement between two or more persons
2. Business
3. Sharing of profits

4. Mutual agency (very important test)
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Mutual agency is the real test of partnership.

2 e ag G99 § forgd & A1 3779 < feh o1 AT & 32T T I
P L IR TH P alea &

JTdYp dcd:
1. a1 ar AfAm ke
2. qJdaYg
3. Gl I ICART

4. URERE 3THBIOT (Mutual agency) - HET dcd

[ [E) Dpifference Between Partnership and Company
Basis Partnership Company

Governing Law Partnership Act 1932  Companies Act, 2013

Legal Status No separate legal entity Separate legal entity

Liability Unlimited Limited

Members Minimum 2 Minimum 2 (Private) / 7 (Public)
Transfer of Interest Restricted Freely transferable (Public Co.)
Registration Optional Compulsory

AT AN
. U TP G fATdF cafhed &, TSGR 61 |
.« Bl A GRca WA, Aerr A 3 AT
o DU BT USiepoT HTAary, ATSIGRI Hl dehfedd|

B [E) Mutual Relationship Between Partners (Sections 9-17)
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General Duties:
1. Duty of good faith
2. To carry on business for common advantage
3. Torender true accounts
4. To indemnify for fraud
5. Not to make secret profit
6. Not to compete
Rights of Partners:
e Right to take part in business
e Right to share profits
e Right to inspect books
e Right to be indemnified

e Right to interest (if agreed)

9 Hled.
. HETIeAT U PR A
o HISATATH o forw cgaary
. Tl feama AT

ﬁg
’jf 3]
:

:
%
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B 3 Authority of Partners (Sections 18-30)
Every partner is an agent of the firm.
Types of Authority:

1. Express Authority

2. Implied Authority

3. Authority in Emergency
Implied Authority Includes:

e Buying and selling goods

e Receiving payments

e Hiring employees
Cannot:

e Submit disputes to arbitration

e Admit liability in suit

e Transfer immovable property

2 U TTSIeR B &l IfAepaT arar gl
TR & U
1. HU¥

2. [Afea
3. 3ATUTdhlelle

[ B3 pissolution of Partnership (Sections 39-55)
Dissolution means termination of partnership relation.
Modes:

1. By agreement

2. Compulsory (insolvency, unlawful business)

3. On happening of contingencies

4. By notice (at will)
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5. By court (misconduct, incapacity etc.)

2 TISIERY &l [aee AR Ta¢ &1 3id &
U

. 3T FEATT

. Sifaa e

. HTATHRARAW

. AfcaEgR

o dTeld gNT

B 3 Minor as Partner (Section 30)

A minor cannot become a full partner but can be admitted to benefits of partnership with consent of
all partners.

Rights:

e Share of profits

e Access to accounts
Liability:

e Limited to his share
On attaining majority:

e  Must elect within 6 months whether to become partner.

% IIED QU ATSIER 6l gl ThdT, TR oTH H ATFATId foham ST dhar g |
RPN

. oNTH AT

. WG CEA BT 3TARR
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AIE O
. &ad 30d TE @ de @ifdaa

[ [E2 effect of Non-Registration of Firm (Section 69)
Registration is optional but non-registration has consequences:
1. Firm cannot sue third party.
2. Partner cannot sue firm or other partners.
3. No claim of set-off above X100.

However, third party can sue firm.

1. T ciIER U&T UR TG, oTel X dehcll |
2. HISIGR % AT 3T AISIER W dTE, Ae] o JebdT|
3. =100 § 37TAH FATIISI GraT e |

SIfepe e et el WX aTe AT ThaT & |

full course completed.

date 13.02.26 rishikesh

[ Ssection 6 — Test of Partnership

Under the Indian Partnership Act, 1932,
Section 6 deals with how to determine whether a partnership exists or not.

¢ Main Principle
The real relation between parties is important, not just the name or agreement.

In simple words:

Even if people call themselves “partners”, the court will check the actual facts to decide whether a
partnership really exists.
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Key Test (Most Important)

«” Sharing of profits + mutual agency
1. Sharing of profits - necessary but NOT conclusive
2. Mutual agency -> MOST IMPORTANT TEST

Mutual agency means:
Each partner is both:

e Agent (can act on behalf of others)

e Principal (bound by acts of others)

¢ Explanation of Section 6
Courts consider:
e Agreement between parties
e Conduct (behavior) of parties

e Surrounding circumstances

Important Point

Profit sharing alone does NOT make a person partner

Examples:
e Servant getting profit share X
e Lender getting profit share )X
e Widow receiving share X

They are NOT partners because there is no mutual agency.

¢ Leading Case Law

e Cox v. Hickman
Established that mutual agency is the real test of partnership.

Simple Definition for Exam

Partnership is determined by real intention and mutual agency, not merely by profit sharing.

¢ Exam Tip (Very Important = )
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Write this line:
“Mutual agency is the true and final test of partnership under Section 6.”

B 9T6- m hY ST (Test of Partnership)

Indian Partnership Act, 1932 Z%f I 6 EIT-ﬂT—ﬁ % ﬁﬁ
mmwmmmm%m (Partnership)%maﬁ|

- q& R

ﬁmmwwa'aﬁ,mmm(real relaﬁon)mm
forar ST |

TIoT AT H:
319X o197 379 31TT B “partner” ad &, al HI 31eTold I& QN foh
31 I SAPT HIYT IS B & AT AL |

I AFAYYT S (Bxam H S ford )
v 1. TH (Profit) T SEART

. SR E, AR kel UATH 7R &
v 2. UREARE TSl (Mutual Agency)

. HIH ATAYOT (Final Test)

Mutual Agency T Hdeldl:
o G BT Agent 3T BT & (BeAh! X T HIH P Hehell £
o 3R principal T BT & GERT b P1H W AUTIEAT &)
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. Q:ITTrsﬁEI-'x’ITa'@TSITHT%?
3TETeld ST JTAl UR ST Sl &
. OIfcar T gAS AT
e  Oclhl cYdoIX (conduct)

. 3mgurg S aRfEufaar

Aecaqui a1

fAF profit share T B DI partner AT T SITAT
3ETEOT:

o AR P profit share THTATE XK

. SYUR A AT B share T E X

. fagar ! feear fAaare X

T AN partner TN &, FATTh ST mutual agency 1ol & |

o HAEcAqol Hy

e Coxv. Hickman

3 hd H hel 31T fob
“Mutual agency @' partnership 8T 3T test % |-

Exam 35 iaQ Short Definition

WW%WWWW mutual agencyaﬂﬂ?IITCIT%’lT-lT%,W
e & dear AL |
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[ section 7 - Partnership at Will

Under the Indian Partnership Act, 1932,
Section 7 defines “Partnership at Will.”

¢ In English
« Definition
A partnership is called “Partnership at Will” when:
1. No fixed duration is agreed upon, and

2. There is no provision for determination (ending) of the partnership.

Meaning in Simple Words

If partners have not decided:

e How long the partnership will run, or
e How it will end

Then it is a Partnership at Will

¢ Important Feature

« Any partner can dissolve the firm at any time
By giving notice to other partners

Example
A, B, and C start a business:
e No time limit
e No terms about ending

This is Partnership at Will

¢ Exam Tip

Write:
“A partnership without fixed duration and without terms of termination is called Partnership at
Will”
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&Y 3 (section 7)
v TR
S ATSIERT A
1. IS AT 31T (fixed time) TT A B, 3R
2. 5 HHATH el DT IS TAAT UTTenet = &
ol 38 “Partnership at Will (GTBIFHR ATSEGNYy HEd & |

o T AT H
3R UTCeR e T A8
. HSIGRT fehdal GHAT Teh Teldll
. IR FA @A fhar ST
dl TE Partnership at Will gl & |

AEY faAucT

v D15 AT ureaR T 3t AT HATT R HhdT &
3T UTEaR Y Afed ¢t

TS|
A, B, C o SATUR Y& fehaT:
. AT I AR

. gATA R AT G

¢ Partnership at Will %—|
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¢ Exam Tip
I s ford:
Partnership at Will W%ﬂ

[ Section 43 - Dissolution by Notice

Under the Indian Partnership Act, 1932,
Section 43 deals with dissolution of a Partnership at Will by giving notice.

¢ In English
«” Meaning of Section 43

When a firm is a Partnership at Will, any partner can dissolve the firm by giving notice to all other
partners.

Essential Points
1. Only applicable to Partnership at Will
2. Any partner can dissolve the firm
3. Must give notice to all other partners
4. Dissolution takes effect:
o From the date mentioned in notice, or

o If no date is mentioned - from the date of communication of notice

¢ Example
A, B, C are partners (no fixed term)

e A sends notice on 1 March stating dissolution from 10 March
Firm dissolves on 10 March

e If no date is mentioned
Dissolves on 1 March (date of notice)

¢ Exam Tip

“A partnership at will can be dissolved by any partner by giving notice to other partners.”
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%a' ﬁ (Section 43)

v YR 43 T 3T

ST ey Partnership atWillﬁ,ﬁmmmmmﬁmmwﬁ
AT X Hehell B

» e fig
1. <hddl Partnership at Will X 119
2. I H UTEA B HHATH X bl &
3. G UTCRT Y AT T ST
4. Gd GHATE BIIN:
o AT AL B ak@H, a1
o INRARE TN — Afeq A Hrair@d

SqTeluT
A, B,CEI'IéFIT%

. A1 AT B Afed fear 3t for@r o A & g
Wﬁlomaﬁm?ﬁ?ﬂ

. 3R ARG el forEr
Ha 1 AT I & TATT B9

¢ Exam Tip

“Partnership at Will EBT Eb’fé 3'ﬂ' QTéc_‘R' c‘-ﬂﬁ'\q a'ah_{ HATY P W%I"
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Duties of Partners

The duties of partners are mainly given in Sections 9 to 17 of the Act.

v 1

v 7.

9.

Duty to act in good faith (Section 9)

Partners must act honestly and faithfully towards each other.

. Duty to carry on business for common advantage

Work for the benefit of all partners, not personal gain.

. Duty to render true accounts and full information (Section 9)

Must provide correct accounts and complete information.

. Duty to indemnify for loss caused by fraud (Section 10)

A partner must compensate the firm for losses caused by his fraud.

. Duty to attend diligently (Section 12(b))

Must actively participate in the business.

. Duty to share losses (Section 13(b))

Partners must share losses equally unless agreed otherwise.

Duty to account for personal profits (Section 16)

If a partner earns profit using firm’s property or name - must give it to the firm

. Duty not to compete with firm (Section 16)

Cannot run a competing business

If he does - must give profit to firm

Duty to use firm’s property properly

Property should be used only for business purpose
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«” 10. Duty to act within authority

e Should not act beyond powers given by partnership agreement

¢ Exam Tip

Write:
“Partners must act in good faith, avoid conflict of interest, and work for mutual benefit.”

RS 3 - ATAGRT & edeT

v 1. GETIAT | B HIT (URT 9)
. UICeR &l SATAGRT AR fATH & 1t et anfel

v 2.9 o oA b ForT 1 HLar

. TR Tl dfcw Tt & e A Fray AL

v 3. T e 3R Ol STehRY &1 @IRT 9)
. GE WAl 3R QU SAABRI AT HTaTh

v 4. YIS W FU DRI I HIYTS (GRT 10)
. 3R TG foRAT — FehHTeT T HIUTS YAl el

v 5. ATAd A PBTH HAT (©RT 12(b))
. IIAT A ichT AT ST
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v 6. TT I HIST HIEAT (&R 13(b)
. g urcR g o aidar

v 7. TS ST T AT AT (4T 16)
. T Y FATIT IR T3S STH — HaT Y AT I

v 8. UTaTTYT o AT (GRT 16)
« T o [T IR AT P b

v 9. B3 T Uiy 1 JE ST
« thdd IR & forT 3T

v 10. ITAPR & 37T P AT
o« 37T HYAT (authority) H TEhT PTH Ll

¢ Exam Tip

HTSERYT Bt SATAGIY, FAST 3R 3muY <137 & forw v e wfRw -

[ Ssection 8 - Particular Partnership

Under the Indian Partnership Act, 1932,
Section 8 deals with “Particular Partnership.”

¢ In English
«” Definition

A partnership formed for a specific venture, project, or fixed period of time is called a Particular
Partnership.
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Meaning in Simple Words

When partners come together:
e For one specific work, or

e For a fixed time period

It is a Particular Partnership

¢ Important Feature

+ It automatically ends:
e When the work is completed, or

e When the time period expires

Example

e A, B, Cform a partnership to construct a building
After completion = partnership ends

e Partnership for 2 years
Ends after 2 years

¢ Exam Tip

“A partnership formed for a specific purpose or fixed duration is called Particular Partnership.”

%a’ ﬁ' (Section 8)
v TfRsmT

old H@E\Tﬁ' Tord faQy GIp) (specific work) T IR (fixed period) & fow
Elc_-ﬂéf STar %—, al 39 Particular Partnership m %— |

o T AT H
3R UEeR,
. frTsEEFEHES TSI A
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. T RARTEFET S RTaEe aa &

Fn'?:l%' Particular Partnership _'E-:|<_‘i| %|

AEY faAuer
v T 3T 3T FATH & STl &
. ST RIH QI ST, AT

. AT TAT ST

* SETeoT
o« A, B,cﬁmﬂﬁﬁﬁﬁmiﬁ
BIH G — ATHERT TcH

. zmaﬁﬁﬂ?ﬂ'@?{lﬁ
2 HTel dlq HATH

¢ Exam Tip

AR 3%'221 q1 mf‘f AT & fow g H@Eﬂﬁ P Particular Partnership Eb_t';a'
el

——————————— kkokkokkkkkokkkokkkk ok K kR Rk K ko K kk Rk - %k % ok %k %k

date 19-2-26 10.30 am period 2

what is in sect 9

[ section 9 — General Duties of Partners

Under the Indian Partnership Act, 1932,
Section 9 lays down the basic (general) duties of partners.

# Original Meaning (Section 9 Paragraph)
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Partners are bound to carry on the business of the firm to the greatest common advantage,
to be just and faithful to each other,
and to render true accounts and full information of all things affecting the firm to any partner.

In Simple English

Section 9 means:
1. Partners must work for mutual benefit (common advantage)
2. They must be honest and loyal (good faith)

3. They must provide correct accounts and full information

%a' ﬁ (Section 9 Paragraph)

AR 39 1 & forw area € fop 3 e & caaara o geit & 3T Qepda ey
(greatest common advantage) é? %l'q W,

W—W G qﬁ é’ZHTe‘-E.'IT 3‘ﬁT ﬁ'grm (just and faithful) 1%,
IR w O FafaT gaft arar EFR‘I?[ %HTET 3R t{ﬂ' SATABRY (true accounts and full

information) é\' |

. Wﬁg (Exam Points )

«  Greatest common advantage > JHT BT T

« Justand faithful > SHATAGRY 3R ST
e True accounts & full information - gﬁ 1?‘_\':”3 IR SRR

¢ Easy Definition for Exam

“Section 9 provides that partners must act in good faith, for mutual benefit, and maintain true
accounts.”

[ section 124 — Contract of Indemnity

Under the Indian Contract Act, 1872,
Section 124 defines a Contract of Indemnity.
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® Original Definition (Section 124)

A contract by which one party promises to save the other from loss caused to him by the conduct of
the promisor himself, or by the conduct of any other person.

In Simple English
A Contract of Indemnity is:

e Anagreement where
one person (indemnifier) promises
to compensate another person (indemnity holder)
for any loss.

¢ Parties Involved
1. Indemnifier - who gives protection

2. Indemnity Holder -> who is protected

Example

e A promises to compensate B if B suffers loss due to a contract with C
This is a Contract of Indemnity

¢ Important Points

« Covers loss only (not profit)
« Loss may be caused by:

e  Promisor himself, or

e Any third person

%(ﬂ' ﬁ' (Section 124)
v TiReT

STd Teh &4 feh g@x A Teh el TS ATGT T & [h a% 3 Tehdl Jehdre] H ST,
i JehAT dTeT & dTel AT el 31 <afeh H PRI A BIATE,
FﬁgﬂContract of Indemnity (Qﬁf{ﬁ-‘f W)W%|
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+ U&7 (Parties)

1. Indemnifier (m) > ETW WT%
2. Indemnity Holder (m uTdhdn) - %@ﬂ?ﬁ%ﬂ?ﬁ%

Saledur
. A BUTEAT & IR ¢ F BROT FHHTA ST AY H HUTS Hkam

¢ Indemnity Contract %'

+ A &g
v AT AT (loss) T HIATS
v AT et i < feh & BT & & T &

¢ Exam Tip

“A contract of indemnity is a promise to save another from loss.”

[ section 12(b) — Partnership Act

Under the Indian Partnership Act, 1932,
Section 12(b) deals with rights of partners.

® Original Meaning (Section 12(b))

Every partner is entitled to take part in the conduct of the business.

In Simple English

Section 12(b) means:
e Every partner has the right to participate in the business

e No partner can be excluded from management without agreement
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¢ Key Points

« Equal right to manage business
« Applies unless partnership agreement says otherwise
« Important for active participation

Example

A, B, C are partners
All have the right to:

e Attend meetings
e Take decisions

e Manage business

%a'ﬁ(Section 12(b))
v 3T
UcAh TTSER Pl B oh STITTT b TATel H HTIT ol T 3TABPR B |

o TIA ATUT H
S UTe.
« TYUUR & H1H H AET o hdT &

. SQ AT Aol AT ST HhdT (GTd deb G H  fer@ran

- geafg

v TH B AT HTAPR

v dasrde F areiery

v THHAC A agaT ST ddhdl &
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* 3aIe0T

A, B,cEI'IéT-IT%
Tl <l SITUR TelTed &1 3TABR &

¢ Exam Tip

“Every partner has a right to take part in the conduct of business.”

ok K K ok ok ok ok K K ok ok s+ 3k ok ok ok ok ok ok ok ok ok ok ok —kkkokkokk ok ok Rk kokk

date 12.03.2026 time 10.30 am period 2
rights of partners
¢ In English - Rights of Partners

The rights of partners are mainly given in Section 12 & 13 of the Act.

«” 1. Right to take part in business (Section 12(b))

e Every partner has a right to participate in management

« 2. Right to be consulted (Section 12(c))
e All partners have the right to be consulted in business matters

e Decisions are taken by majority

«” 3. Right to access books (Section 12(d))

e Every partner can inspect and copy books of accounts

« 4. Right to share profits (Section 13(b))

e Partners share profits equally unless agreed otherwise

« 5. Right to interest on capital (Section 13(c))

e Interest on capital is allowed only if agreed

« 6. Right to interest on advances (Section 13(d))
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e If a partner gives extra money - entitled to 6% interest per annum

«” 7. Right to be indemnified (Section 13(e))

e A partner is entitled to be compensated for expenses or loss incurred in business

« 8. Right to use partnership property

e Property must be used for business purpose

«” 9. Right to retire (Section 32)

e A partner can retire according to agreement or law

«” 10. Right to stop admission of new partner (Section 31)

o New partner cannot be admitted without consent of all partners

¢ Exam Tip

“Partners have equal rights in management, profit sharing, and access to accounts unless
otherwise agreed.”

fREr # - ASieRT & HfAFR

v 1. TR F AT A FT ITABR @RT 12(0))
. T U Pl STIHTT AT H HTIT oY T TTAPR

v 2. QA T ITRAPR (GRT 12(0))
. gfueR v F anfAaaad

v 3. TTAT B ST BT JATAPR @RT 12(4))
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v 4. o1 H ToEdT (RT 13(b))

o ol SR J1eT SATWIN (579 b G 1T 37T T &)

v 5. Gai T TSI (4R 13(c))
. hdol HHASI & AR [Hetam

v 6. 3TN U IR AT (RT 13(q))
e 6% ATV <gToT fFeloT

v 7. 9fAgfa &1 3SR GRT 13(e))
. TIH A GU G AT T IS

v 8. %3 Y guf &1 suAer
. hdd IR & forw 3T

v 9. HaTfAGRY T HVHR (URT 32)
. UEeR RERR & Hehell &

v 10. 1T UTEAT Y Aehed T TARR (IRT 31)
. g Hragafa s

¢ Exam Tip
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FH GTERT T FHAT HTAPR UTF B & 519 e o TSl AP IR A
gl

holding out
B Holding Out (Section 28)

Under the Indian Partnership Act, 1932,
the concept of Holding Out is given in Section 28.

¢ In English — Meaning of Holding Out

Holding Out means when a person represents himself or knowingly allows himself to be
represented as a partner in a firm, even though he is not actually a partner.

Such a person is called a “Partner by Holding Out.”

Key Points

« Person is not a real partner
« But he acts like a partner or lets others believe so
« He becomes liable to third parties who give credit based on that belief

¢ Example
e Aisnota partnerina firm
e But he tells others that he is a partner
e B gives loan to the firm believing A is a partner

A will be liable to B

¢ Essential Elements
1. Representation (by words or conduct)
2. Reliance by third party

3. Credit given based on that belief

¢ Exception
X No liability if:

e Representation is made after death of a partner
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e Without consent/knowledge (in some cases)

%a' # - Holding Out T 37

STl IS e e T Y UTEA STl & AT GART bl THT AT el &, STaTeh a8
Wﬁmaﬁm,ﬁsﬁmldingomm%l

U8 <Ifh Pl “Partner by Holding Out” W% |

- geafig

v 3ol Uk el ardT

v Ifh 370 SIaER I UTeaR of T [e@rdr &
v I IH & Ul FAFAER (iable) TATE

SaTeYUT

. AUCH AL T

. ifthel Gg I UEeR IaTdT &

. BIAW fTuT i B A dATSAT®
o, 53 T e arT

¢ Exam Tip

“Holding Out means false representation as a partner, creating liability towards third parties.”

[ Section 30 — Minor Admitted to the Benefits of Partnership

Under the Indian Partnership Act, 1932,
Section 30 deals with position of a minor in partnership.

¢ In English
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«” Basic Rule

A minor cannot become a full partner, but he can be admitted to the benefits of partnership with
the consent of all partners.

Rights of Minor
e Right to share profits
e Right to access and inspect accounts

e Can file a suit for his share

Liabilities of Minor
¢ Not personally liable

e Only his share in the firm is liable

¢ On Attaining Majority
Within 6 months, minor must decide:
e  Whether to become a partner or not

« If he becomes partner:

e Personally liable for all acts (even past acts)

« If he does not become partner:

e Not liable after giving notice

Example

A minor is admitted to benefits in a firm
He gets profit share but has no personal liability

%a' ﬁ (Section 30)
v {d aga

W(Minor)maﬁmm,aﬁﬁqgﬁmﬁmﬁwmﬂ
o T fear S AT &
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o AT & HABPR
. O (profit) H ToE@T
. TIcil Y T Pl 3HTABR
. 370 fREq & forw e AT I FohelT &

ArarferdT h ARy
. IThITad TUQ THFAER AT
. P SHPT REAT fSFASR B

+ T 81 UT (Majority)
6 HeTel o 3G FAUT ST BHam.
v 3R UICe §e1dT &

o QU TIFHAGR (past + future)
v IR L FAT

. AT TH T & bl &

¢ Exam Tip

“Minor is not a partner but can be admitted to the benefits of partnership.”

__________ 3k 3k >k 3k 3k 3k 3k 3k 3k 3k 3k %k %k %k %k 3k %k %k k k ok k -

—kkkokkkokkkokkkokokkk o e

dissolution of the partnership
Types of Dissolution

1. Dissolution of Partnership
e Only relationship changes

e Firm may continue with remaining partners
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2. Dissolution of Firm
e Entire firmis closed

e Business comes to an end

¢ Modes of Dissolution

« 1. By Agreement (Section 40)

e Partners mutually agree to dissolve

«” 2. Compulsory Dissolution (Section 41)

e By law (e.g., business becomes illegal, insolvency)

«” 3. On happening of certain events (Section 42)

Expiry of time

Completion of work

Death of partner

e Insolvency

«” 4. By Notice (Section 43)

e In Partnership at Will, any partner can dissolve by notice

« 5. By Court (Section 44)
Court may order dissolution if:
e Insanity
e Misconduct
e Breach of agreement

e Continuous losses

¢ Example

A, B, C are partners
C leaves - partnership dissolved (but firm may continue as A & B)
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¢ Exam Tip

“Dissolution of partnership means change in relation between partners, not necessarily closure
of business.”

R 3 - Arier) &1 fagea

v 3T

H@aﬁ h I GIY BT HATH %':'b_'lT (Dissolution of Partnership) he Il % |

YR
1. TSGR &1 e
. e TIY TEldT S
. T TE Tl &
2. G T frereet

. QUIURIGASAATE

o e Fadd
v 1. GHASNT A @R 40)
v 2. 3R faees @RT 41
v 3.55 USATHT & (URT 42)
. FHOQ
. B
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. 7y, fearferama
v 4. AT | ©IRT 43)

5. AT gIRT (4TI 44)

+ 3aleUT

c UTeaR fehet I
ABIER WedH, W B ST I§ Thdl &

¢ Exam Tip

non registered partnership firm ?

[ Non-Registered Partnership Firm

Under the Indian Partnership Act, 1932,

registration of a firm is not compulsory, but if a firm is not registered, it suffers from certain legal
disabilities.

¢ In English
« Meaning

A Non-Registered Firm is a partnership firm that is not registered under the Partnership Act.

Important Rule

Registration is optional, but non-registration creates disabilities (disadvantages).

¢ Effects / Disabilities (Section 69)
X 1. Firm cannot sue third parties

e The firm cannot file a case against outsiders to enforce rights
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X 2. Partner cannot sue firm or other partners
e A partner cannot file a suit against:
o The firm

o Other partners

X 3. No claim of set-off

e Cannot claim set-off in court proceedings

¢ Exceptions (When suit is allowed)

« Fordissolution of firm

« For accounts of dissolved firm
« For realisation of property

« Small claims (in some cases)

Example

e A &Brunan unregistered firm

e A wants to sue B for profit share ) Not allowed

¢ Exam Tip

”

“Non-registration does not make a firm illegal, but it restricts legal rights in court.

& # - IR Ui ArRAGRY wat

v 3T
ST B m H’ﬁ' @?ﬂ’, LY:| Non-Registered Firm W % |

. g@'m
Yorecera faard a8l &, oifeha a s Wgrara T & |
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BT (section 69)
X 1. T AR b T HBHEHT ool P Tehell
X 2. UTEeT B AT 3 UTEeT W HRGHAT Ao T Tebcll
X 3. Set-off ST GTAT eTel P Hhel

+ YIS (Exceptions)

v B & [Aeea & fow
v G@rdi & forw
v HUTT & ayell & forw

* ST

AR AT FA TS ECS TS &
A, B U &l el Bl JahdT

¢ Exam Tip

important question about minor.
[ QUESTION (20 MARKS)

¢ Type 1-Long Answer Question

“A minor cannot become a partner but can be admitted to the benefits of partnership.”
Discuss the statement with reference to law relating to minors under the Indian Partnership Act,
1932.

¢ Type 2 — Problem-Based Question

A, B, and C are partners in a firm. They admit D, a minor, to the benefits of the partnership.
After 2 years, D attains majority but does not give any notice within 6 months.
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Explain:
1. Whether D becomes a partner?

2. What will be his liability?

¢ Type 3 - Short Note

Write a detailed note on “Minor in Partnership” under Section 30.

>* MODEL ANSWER (ENGLISH — 20 MARKS)

« Introduction

Under the Indian Partnership Act, 1932,
Section 30 deals with the position of a minor in a partnership firm.

«” General Rule

A minor cannot become a partner because he is not competent to contract.
However, with the consent of all partners, he can be admitted to the benefits of partnership.

«” Rights of Minor
¢ Right to share profits
e Right to inspect and copy accounts

e Right to sue for his share

« Liabilities of Minor
¢ No personal liability

e Only his share in the firm is liable

« Position on Attaining Majority
Within 6 months, the minor must decide:
If he becomes partner:

e Personally liable for all acts (past + future)

If he does not become partner:

e Not liable after giving public notice
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If no notice is given:

e Heis deemed to be a partner automatically

«” Conclusion

Thus, a minor enjoys benefits without full liability, but after majority, he must choose his position.

> ﬁk’ff HIZWR (20 MARKS)
v TRE

Indian Partnership Act, 1932 Eﬁ' YT 30 33[

TSGR # Aranfere Hr fRAfF aas 1 2

v A s

ATToraT UTEeR TR deT HehelT, FATTh I8 3Jd< e H G&TH A &
oifehet Fafy areeRt o FeATa & 38 et 7 et fovar ST HpaT ¢

v @TeITTerT & HfABR
. THAREAT
. TIcil Y T I HTABR
. 370 TRE & oIt e AT Y HehcT &

v AT & A
. gfhard foFAe A8
. g 3% erar & fFFAeR g
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v diferT 8 W RRufa

6 Helet o 3eX AT AT BT &
IR TR Tl &
. QU TSFASY @Ue + AT HEA)
3R AL AT,
. AT SHT AT FhATS
3R AfeH 8 &ar.
. TE U 31U UTEAR ATAT SATTIT

vﬁ'ﬁﬁﬁ

S UhR ATATTeldT I ol18 fHerdr & oifchet qut fAFAeRY At &,
3R anferT 89 W 38 AT olaT 3maRId ear g |

Extra Exam Tip (Very Important)
Write these keywords:

e Minor not competent

e Benefits of partnership

e No personal liability

e 6 months decision after majority

3k 3k 3k %k 3k %k >k >k 3k 3k 3k %k *k *k %k %k = ok ok ok ok ok ok sk kok kosk sk ok k kokkok . —— -

[ sale of Goods Act, 1930

The Sale of Goods Act, 1930 deals with the law relating to sale and purchase of goods in India.

¢ In English

«” Definition
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A contract of sale is a contract whereby the seller transfers or agrees to transfer the ownership of

CONTRACT 29.2.26 - 28.2.26

goods to the buyer for a price.

Essential Elements

1.

2.

3.

Two parties - Seller & Buyer
Goods - Movable property
Transfer of ownership

Price - Money consideration

Contract - Agreement enforceable by law

¢ Types of Contract

« 1.Sale

Ownership transferred immediately

« 2. Agreement to Sell

Ownership transferred in future or on condition

Types of Goods

Existing goods
Future goods

Contingent goods

¢ Conditions and Warranties

«” Condition

Essential to contract

Breach = contract can be rejected

« Warranty

Secondary

Breach - only damages

¢ Unpaid Seller

An unpaid seller has rights:
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e Right of lien
e Right of stoppage in transit

e Right of resale

¢ Caveat Emptor

“Let the buyer beware”

e Buyer must check quality before purchase

¢ Exam Tip

“Sale = immediate transfer, Agreement to sell = future transfer.”

%a' ﬁ' — Sale of Goods Act, 1930

v Ti&TST

ST Tarehar (seller) Eﬂﬂ}ﬂ' T T AT (ownership) Ter (buyer) G| eI (price) G
e e, o R g e ¥

o HTAGD dcd
1. arueT - fashar IR @ER

N

d¥d (goods)
3. TITTACT Bl ZEATAIOT

2. T UAH
. Y 3y

(2]

UhR

« 1. Sale
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- A T AT Bl gEATROT
« 2. Agreement to Sell

. HIsg H FarfdAca &1 gEdTaRor

o TE3T H YR
. TAHTH TET
. HARIST B TEIY
. Jfafaaege

Condition 3'ﬁT Warranty

« Condition

. HEIAS

. W—»WHW
+ Warranty

. HEEH AT

. Soddd — hdd gl

¢ Unpaid Seller & HTAPR

e Lien

° Transitq‘|35?||

¢ Caveat Emptor
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¢ Exam Tip

“sale 3R Agreement to Sell H ownership transfer h[ I forgar & % |-

Here is a clear comparison table for Contract of Sale vs Agreement to Sell (very important for
exams) under the Sale of Goods Act, 1930

1} Difference between Sale and Agreement to Sell

Basis

Definition

Ownership
(Property)

Nature of Contract
Risk

Right of Seller

Insolvency of Buyer

Insolvency of Seller

Transfer of Title

Example

Sale

Immediate transfer of ownership

Transfers immediately

Executed contract
Risk passes to buyer
Seller can sue for price

Seller cannot take back goods (if
delivered)

Buyer can recover goods
Buyer gets full ownership

A sells a car to B and gives it
immediately

&Y 3 — 3T (sale vs Agreement to Sell)

TR

Sale (ﬁ?-b‘q)

X EQTidcd
SEATART

80

Agreement to Sell

Transfer of ownership in future or on

condition
Transfers later / on condition

Executory contract
Risk remains with seller

Seller can sue only for damages
Seller can refuse delivery

Buyer can only claim damages

Buyer gets ownership later

A agrees to sell car after 1 month

Agreement to Sell (ﬁ?b_q Ca)

AT

Hiasg H Fa1THcd FEATALT]
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Agreement to Sell (ﬁm I

A
Faifica RRGEARI TS e & T AW

YR sale (Trsha)

31':3’&1 CARSCARS E[U‘r (Executed) 3-TCLUST (Executory)
NTEH IR W fahaT

T PR Head U HbPSHT DI gola

TR i QIATS argg el of
feanforama T

frehar &r GIER ATHATA of Tl
hdol B
fearferamaa © ot

SeTex ol WAPRITET 1 FEIA 1 el T d1eT

IESICERICRICT IS

Exam Tip (Very Important)

Always write:
“Sale = immediate transfer of ownership, Agreement to Sell = future transfer.”

definition of sale.
[ Definition of Sale

Under the Sale of Goods Act, 1930,
Section 4 defines a Contract of Sale.

¢ Original Definition (Section 4)

A contract of sale of goods is a contract whereby the seller transfers or agrees to transfer the
property (ownership) in goods to the buyer for a price.

In Simple English

Sale means:
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e The seller transfers ownership of goods
e To the buyer

e In exchange for money (price)

¢ Key Points

« Two parties = Seller & Buyer
« Goods (movable property)
« Transfer of ownership

«” Price must be in money

Example

A sells a bike to B for 50,000
Ownership is transferred immediately - Sale

&Y 3 - faspar hr aRemar
ST Tashar (Seller) Eﬂﬂ}ﬁ BT TMAT (Ownership) EGEITARY (Buyer) Eﬁ”{?\’]’ (Price) &
mmm% (_‘ﬂ'sﬁﬁa’_q (Sale) W;&H

. zg@:ﬁg
v Gl UgT - faehar iR @eR

v d¥d (Goods)
v T AT &l e &dTaoT

«W(ﬂ'@lﬁ)
* 3qTeUT

AT B I 50,000 H ATSh I G
X T TR — TE sale &
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Exam Tip
for@:

“Sale is the immediate transfer of ownership of goods for a price.”

« Definition (Section 4)

A contract of sale is a contract whereby the seller transfers or agrees to transfer the property
(ownership) in goods to the buyer for a price.

Types of Contract of Sale
« 1.Sale
e  When ownership is transferred immediately

e Itis an executed contract

Example:
A sells a car to B and gives possession instantly - Sale

« 2. Agreement to Sell
e  When ownership is to be transferred in future or subject to condition

e Itis an executory contract

Example:
A agrees to sell a car to B after 1 month > Agreement to Sell

¢ Conversion

An Agreement to Sell becomes Sale:
e  When time passes, or

e Conditions are fulfilled

Important Differences
Basis Sale Agreement to Sell
Ownership Immediate Future
Risk Buyer Seller

Nature Executed Executory
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Basis Sale Agreement to Sell

Remedy Price Damages

¢ Legal Effects
¢ In Sale - Buyer becomes owner immediately

e In Agreement to Sell - Ownership remains with seller until conditions are fulfilled

¢ Exam Tip

“Section 4 divides contract of sale into Sale and Agreement to Sell based on transfer of
ownership.”

R 3 _ URT o T QY RIEROT

v TRENT

ST TaehdT (seller) aﬁﬁaﬁrmﬁ@ﬁm(%ver)ﬁm%mm%mﬁ
oo ey T &, 2 0 R s et ¥

o TFT F YR
v 1.sale (faepan)
o TEYUT (Executed) HJIT T

SaTedUT:
AT LT R B & T ST

« 2. Agreement to Sell (ﬁ’;b_q' <pl '\qﬂgﬁaT)
. TaTfdAca HTasg H I
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. T-I?:Wﬁ' (Executory)m%

LRI
A1 FRA dTE R I T ATGT HIAT &

. qﬁ'a'é'a' (Conversion)

Agreement to Sell - Sale EFI'\_THFIT%:
. FAIQUEA W
e ATQIIAW

AT A

TR Sale  Agreement to Sell
Taffcaqia  Hfasg &
SfEH  @lieR fashar
gpfd QT e
3O Hed gl

. Eﬂ?&?ﬂ'm
+  sale > TER ATTereh Il ST &
. AgreementtoSelleﬂmﬁaﬁTﬁm%

¢ Exam Tip

“URT 4 AR ISP ol sale 3T Agreement to Sell H arer W%ﬂ"
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Here are the Essential Elements of a Contract of Sale under the Sale of Goods Act, 1930 explained in
English + Hindi for your LLB Sem 2

¢ In English — Essential Elements of Contract of Sale
« 1. Two Parties (Seller and Buyer)
e There must be two distinct persons

e Oneis seller, other is buyer

« 2. Goods
e Subject matter must be goods (movable property)
e Includes stock, shares, crops etc.

¢ Does not include immovable property

«” 3. Transfer of Ownership (Property)
e  Ownership must be transferred or agreed to be transferred

e This is the main element

« 4. Price (Money Consideration)
e Consideration must be money

e If exchanged for goods - it is barter, not sale

« 5. Contract (Agreement enforceable by law)

e Must satisfy essentials of a valid contract under the Indian Contract Act, 1872

« 6. Free Consent

e Parties must agree freely (no coercion, fraud, etc.)

«” 7. Competent Parties

e Parties must be major, sound mind, and not disqualified

¢ Exam Tip

86



CONTRACT 29.2.26 - 28.2.26

Write keywords:
Two parties + Goods + Ownership + Price + Valid Contract

TS I - fshd 3gerer & 3TaRTP dca

v 1.3 &7 faorar iR wdier)
. &Y 3TeI91-37e19T T Teh Bt ATRT

v 2. ?-Rﬁ (Goods)
«  hdd Il YT (movable property)

. 3T U i agr

v 3. T AT & &&diaoT

.  TAITACI SAT IT &1 T a1t hIAT

v 4.9 (Price)
. dadAgETfRe
. TEJh UG T — TIhT AGT

v 5.%3@@91
. 3TIIY B b HFHAN I AT MY

v 6. TS HedAfd
. a1 cara ar rErad b geaAfa
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o dTToIdT, TaEY ATETSH 3R T g arfew

¢ Exam Tip

T U&T + I + FIfAT + He + 39 e

l:l Difference between Sale and Agreement to Sell

¢ In English

Basis

Definition

Section

Nature of Contract

Transfer of
Ownership

Risk

Remedy

Insolvency of Buyer
Insolvency of Seller
Ownership Rights

Example

¢ Short Conclusion

Sale

Ownership transferred
immediately

Defined under Section 4

Executed contract

Immediate

Passes to buyer

Seller can sue for price

Seller cannot take back goods
Buyer can recover goods
Buyer becomes owner

A sells car to B immediately

Sale = immediate transfer of ownership

Agreement to Sell = future transfer of ownership

%a' H- 3TFR' (Sale 3'ﬁT Agreement to Sell)
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Agreement to Sell

Ownership transferred in future or on
condition

Defined under Section 4

Executory contract

Future

Remains with seller

Seller can sue only for damages
Seller can refuse delivery

Buyer can claim damages only
Seller remains owner

A agrees to sell car after 1 month



GGR &hr
o=

frohar &r
fearforamaa

SaTeuT

¢ Exam Tip

I S oI ol

CONTRACT 29.2.26 - 28.2.26

Agreement to Sell (ﬁm I

Sale(ﬁ'a"—q') )
W, } HTasg  TaTfAca eEdTaXoT
SEATALOT
YRT 4 URT 4
ELU% (Executed) 3'TCLUﬁ' (Executory)
G| oS &
TGIER WX IBETSIRCES
AT P AUHDBCHT  had galledl
ATAT 7ol

Ao et el U Tpar e
FehaT

o

:ﬂmm WW 1
WA PR ITET 1 FeI d1¢ 9 T dIe]

“The main difference lies in the transfer of ownership.”

________ 3k 3k 3k 3k %k 3%k %k >k %k %k %k %k

home work

= = 3k 3k 3k 3k %k %k >k 3k 3k %k 3k %k k k

what is contract of sale and hire purchase agreement.

B 1. contract of Sale

Under the Sale of Goods Act, 1930:

¢ Definition
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A contract of sale is a contract whereby the seller transfers or agrees to transfer ownership of goods
to the buyer for a price.

Key Features

e Ownership transfers immediately or in future
e Buyer becomes owner

e Price must be in money

e Governed by Sale of Goods Act

¢ Example

A sells a car to B for 50,000
Ownership transfers > Contract of Sale

[ 2. Hire Purchase Agreement
(Hire Purchase is governed mainly by general contract principles and case law in India)
¢ Definition

A Hire Purchase Agreement is an agreement where goods are given on hire (rent), and the hirer has
an option to purchase the goods after paying all installments.

Key Features

e Ownership does NOT transfer immediately

e Payment in installments

e Hireris only a bailee (not owner) until final payment

e Option to return goods anytime

¢ Example

A takes a TV on monthly installments
Becomes owner only after paying all installments

lal Difference between Contract of Sale and Hire Purchase
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Basis Contract of Sale Hire Purchase

Ownership Transfers immediately Transfers after last installment

Nature Sale Bailment + option to buy

Payment Lump sum or agreed Installments

Right to return No Yes (can terminate)

Ownership during payment Buyer Seller

Risk Buyer Usually buyer (but ownership with seller)

%a’ ﬁ — Contract of Sale
v TR

Ta sk avg &1 TaTfdca TIER & Hed & agal &aT &, a1 38 fasha 3rgay
FEA T

%a' ﬁ — Hire Purchase Agreement
v TR

ST g feredt TR & STelt & 3R g TRy gepret & @, & w@nfea e,
3@' Hire Purchase Agreement W%ﬂ

o HEA 3 (Hindi Table)
YR TP ey TR WS
Tarfdca JUA TR 3d A AR

HITATA Teh IR AT fopeal A
argay oTel g
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MR TP 1Y TR W
Ta1fdrca & 31fUPR @R farchar

Exam Tip

Write this line:
“Hire Purchase is not a sale until the option to purchase is exercised.”

what are conditions and warranty? sect 13

B condition and Warranty

Under the Sale of Goods Act, 1930,
Sections 12 & 13 deal with Condition and Warranty.

¢ In English
« Condition (Section 12)
A condition is a stipulation essential to the main purpose of the contract.
Effect of Breach
e The aggrieved party can:
o Repudiate (cancel) the contract, or

o Claim damages

« Warranty (Section 12)

A warranty is a stipulation collateral to the main purpose of the contract.

Effect of Breach
e Only damages can be claimed

e Contract cannot be rejected

[ section 13 — When Condition is treated as Warranty

Section 13 provides situations where a condition can be treated as a warranty:

« 1. Waiver by buyer

e Buyer may waive the condition voluntarily
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« 2. Acceptance of goods
e If buyer accepts goods, he cannot reject them

e He can only claim damages

«” 3. Contract is not severable

e If contract cannot be divided and goods are accepted
Condition becomes warranty

¢ Example
A buys a car:
e If engine fails - Condition breached - contract can be cancelled

e |If seat cover is defective > Warranty - only damages

¢ Exam Tip

“Condition = essential = contract can be rejected”
“Warranty = secondary - only damages”

%a' ﬁ — Condition 3‘ﬁT Warranty

« Condition (YTRT 12)

TE IJET T FET AT eI &
Sooltd W UHTT
. 3IIY HATH ThaT ST HehcT &
. TolTeT Y TR ST TehelT &

« Warranty (TRT 12)

I Y T TETID AT A & |
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oot U UHTT
. hdol &alTelT fHeam
. 3TIAY HATE AE ST

B ¥IRT 13 - Condition T Warranty Shel HTT SITTIT

v 1. TER TIT BIS & (Waiver)

v .95 FNPR o

v 3. Y FAHTTSIT a7 & (Non-severable)
s?rﬁ?lﬁ'«’ffﬁ Condition -> Warranty EIFFGI'I?-ﬁ%

¢+ 3aledUl
. WW—) Condition - WW

. WWWHWarrantyégaia|

¢ Exam Tip

“Condition W%, Warranty gl % |-

- 3k 3k 3k 3k 3k 3k sk sk >k ok 3k sk sk ok %k ok ok sk sk sk kk ok —— % 3k 3k %k ok %k 5k %k ok 5k %k ok ok 5k %k k

date 19.3.26 time 10.30 am Thursday period 2
condition sect 12(1)

a stipulation in a contract of sale with reference to goods which are the subject there of may be a
condition or a warranty.

AGET W H a'ﬁ:iﬁ & W FHEr ?lTé Qré' (stipulation) T A Th QR—’T (condition)
%T bl % 1 IRE (warranty) |”
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ﬁwwqﬁaﬁﬁﬁmﬁﬁ oY Q]ﬁr@'m% BEY L d (condition)
T Heldh S (warranty) %TW%”

« Exam Line:
faepy m H a'ﬁ}ﬁ' h HIY H I UTé' QT AT AT condition @?-f’r %' T warranty |”

sect 12(3) a warranty is a stipulation collateral to the main purpose of the contract, the breach of
which gives rise to a claim for damages but not to a right to reject the goods and treat the contract as
repudiated.

AR 12(3): GIcgd | (Warranty) d& Sl % ST 3@3‘3 G qHEY 3%."\’21' G HEIID (collateral)
M%,mmﬁmﬁﬁ (damages)wmmm%,m
TEG3HT DI HENDR P AT A P TATET (repudiated) HATTA T HTADPR AL
frerar|

v T3l AT -

TR Teh TEP AT BT &
ITE TP Seelted aldT ¢, Al hacl JhHTe D HIUTS (damages) fHe &, eifehe
HIATH ATTH A AT HFTY T il Bl HTADR A BT |

** what is caveat emptor theory?

Caveat Emptor (English)

Meaning:
Caveat Emptor is a Latin term which means “Let the buyer beware.”

Definition:
It is a principle under the Sale of Goods Act, 1930 which states that the buyer must check the quality
and suitability of goods before purchasing.

Key Points:
e The seller is not responsible for defects
e The buyer purchases goods at his own risk

e Duty is on the buyer to examine goods carefully
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Example: If a person buys a car without checking it and later finds defects, he cannot blame the
seller.

Exceptions to Caveat Emptor:
1. When the seller conceals defects (fraud)
2. When the buyer relies on the seller’s skill and judgment
3. Sale by description
4. Sale by sample

5. Implied conditions as to quality or fitness

One-line for Exam:

“Caveat Emptor means the buyer must beware and is responsible for checking the goods before
purchase.”

Tt @eR fBEIT Hindi)

Y
Caveat Emptor T I % G T T%; |-

qfyamT:
Z@-—msme of Goods Act, 1930*3‘1@?%%,%3{%@3[{@@
GG A Ul SHDT OTaT IR SUGHT Y AT el A |

. Trhe &Y & forT SeRer & e
. TER 37U AEHA R a&g Tlear s
. ST B A THER Hr vy

SETEXOT. T ST TehT TTATA WG TR I1E A g1V T ol U @WIER
TreprId el Y hdT|
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YIS (Exceptions):
) WWW@(fraud)
2. TrehdT o iereT U FR1ET

[EY

3. faaRorsh 3gaR faspa
4. FAHA &b IR faspa
5. J[OTIAT AT 3G h fAfed et

qd1&TT & foIT T s
“Caveat Emptormaﬁ%ﬁﬁmaﬁaﬁmmmmmp

case

Baldry v. Marshall (1925)

(A) In English
Facts:

The buyer (Baldry) asked the seller (Marshall), a car dealer, for a car suitable for touring purposes.
The seller recommended a Bugatti car. The buyer relied on the seller’s skill and purchased it.
Later, the buyer found the car unsuitable for touring and tried to reject it.

Issue:

Whether the buyer could reject the car when he relied on the seller’s skill and judgment.

Judgment:

The court held that the buyer could reject the car.

Reason:
e The buyer relied on the seller’s skill and judgment
e There was a breach of condition as to fitness

e Hence, the rule of Caveat Emptor did not apply
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Legal Principle:

When the buyer relies on the seller’s skill and judgment, there is an implied condition that goods
shall be fit for the purpose.

One-line for Exam:

“If the buyer relies on the seller’s skill, the goods must be fit for the purpose, otherwise the buyer
can reject them.”

(B) -

W(Baldry)ﬁm(Marshall)ﬁﬁﬁﬂaimmmm|
TSkl  Bugatti PR SIS | WAGR A TerehcT & hiRrel U AT e hR G|
916 H R T o forw 31eugeh fehell |

=T AT TWIGR R ol IEITBR Y Hehell &2
foroter. =ararera o el fob TR PR Y IEADR T Febell |

hIUT:
. TR o faehdT o Pierer o 14T fhar
o SUIhHdT (fitness) Eﬁf‘\’lﬁaﬁfwg'}ﬂ

. w Caveat Emptor ¢l1J] ?—lﬁr §3']T

fafas fgie:
I TGN Fashar & e W AT AT &, af a5 39 327 & fow 3ugw
gl IfRu|
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g1&TT & forw uep arsa:

ST TR ferehel & lre W AR Y &, Y a8 3Ugeh B W 38
3TEPR T Hebell B

The plaintiff consulted the defendant, a car dealer, for purchasing a car suitable for touring purposes.
The defendant advised him to buy a Bugatti car. The plaintiff accordingly purchased the car, but it
proved to be unsuitable for touring purposes.

The plaintiff, therefore, sought to reject the car and claim a refund. According to the contract, all
guarantees and warranties were excluded except a guarantee against mechanical defects for a period
of one year only.

On the basis of this provision, the defendant contended that the plaintiff could not reject the car and
claim a refund. However, this contention was rejected by the court. The court held that the fitness of
the car for touring purposes was a condition, and therefore, its breach gave the plaintiff the right to
reject the car and recover the price.

According to Section 12(1), a condition is a stipulation essential to the main purpose of the contract,
the breach of which gives rise to a right to treat the contract as repudiated. A condition in a contract
for the sale of goods is of a fundamental nature, and its breach entitles the buyer to repudiate the
contract and claim damages.

Now, according to Section 12(3), a warranty is a stipulation collateral to the main purpose of the
contract, the breach of which gives rise to a claim for damages but not to a right to reject the goods
and treat the contract as repudiated.

aTGehdT (plaintiff) o TTAATAT (defendant), ST Teh IR Tashall AT, & ¢IRET & oI 3ugeh
R TTE & TorT TS fera | Tfdenel & 38 oMl (Bugatti) PR TG Y
AT &1 | ATGehd o 3T &b 3[AN R WG, SHfehe] T G 38T & felw
Y e |

ZATIT ATEehdl o &R I IEDTBR P I Hed Y arqHT (refund) T AT
fepam| 317 o IR, T TREY R AREY T AT TWT ITT AT, helol Teh qY
1 31af o Forw ITTAD 1T (mechanical defects) & Ta%g IR Y BISHI |

ST UTTYTS & 3R W, Ufaarér 3 I o feam o arehal R Y 37EdepR 8T
T Hehell AR o & FHod & ATTHN el T e FehelT & | Tehed] =aTATerd o $H cleh
I IEAIPR Y AT | AT o T ATAT 1o T b 32T & Torw iR
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SUGThll Teh 20T (condition) AT, X 38 Sooltiel H aATGehdll el SR ETPR
P TUT T ATTH Y18 A DT I TBR U1 3T |

YRT 12(1) B HFHR, AT (condition) T ST (stipulation) & AT I b HEI 3T

o forw 3mmaRyes B 8, 3R TS Seerde 8 31d ! fATET (repudiated) HTA

T ATAPR 3o BT & | TAHT HFTY H A HAHI (fundamental) Tepfat I BT
%, 3R 30% Seoad W TAGR IE B TATH P ThdT & TUT ESATT (damages)
Y T e ¢

37T, IIRT 12(3) ﬂﬁaﬁﬂﬂ, arer (warranty) & el (collateral) W%Gﬂ’fﬁﬂﬂ‘uéﬁ
HAET 38T W 3T &I 8, 3R [Tk Seciad & hde gsiia &l G1dT ScUed aldl
%, Wed TE3T T IENBR I AT IFIYT Bl fATET I Dl HTABR T8k
e

***Repudiated = ”Wﬁzﬁm/m hIAT

new topic

breach of condition to be treated as breach of warranty.

A waver B acceptance of goods by buyer.
example (A waver)

For example, a buyer asked for first-grade quality of a particular product whose market price is 2625
per unit, but the seller supplied second-grade quality whose market price is 620 per unit. Here,
there is a breach of a condition as to quality. Therefore, the buyer has two options: either he can
keep the goods or repudiate the contract. In this case, the buyer kept the goods and claimed
damages of X5 per unit.

example (B)

It means that the buyer should inspect the goods before buying or accepting them. For example, if
buyer purchases goods without inspecting them but later realizes that the seller has breached a
condition, the buyer may not be able to repudiate the contract. In such a case, the breach of
condition is treated as a breach of warranty.

implied condition as to quality or fitness. sect 16.
Section 16 — Implied Conditions as to Quality or Fitness

« Main Rule:
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There is no implied warranty or condition as to the quality or fitness of goods for any particular
purpose.
This is based on the principle of Caveat Emptor (Buyer Beware).

« Exceptions:
1. Fitness for Buyer’s Purpose
If:
e The buyer tells the seller the purpose, and

e Relies on the seller’s skill or judgment

Then there is an implied condition that goods shall be fit for that purpose.

2. Merchantable Quality
If goods are bought:
e By description, and
e From a seller who deals in such goods

Then goods must be of merchantable (saleable) quality.

3. Usage of Trade

Implied conditions may arise from custom or trade usage.

4. Consent by Express Agreement

Implied conditions can be excluded or modified by agreement between parties.

«” One-line for Exam:

“Section 16 provides that there is no implied condition as to quality or fitness, except in certain
cases Where the buyer relies on the seller’s skill or where goods must be of merchantable quality.”

v %Fa’ 3:' (Section 16)
&y 994,
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TE 3T Y IOTTAT AT SUGHT & HIY H P [ATRT AT (implied condition) TR
Bicll|
T Caveat Emptor (GG WT%—) *@@HW}WW%I

34dic:

1. 3297 & forT Suehdr
e TSR TIhaT &Y 3TUAT 32T TaTdT & 31 3h iereT uT ST

BT,
a1 I 39 32T & [T 30 Bl AT

2. U a9y U;Ura?n (Merchantable Quality)
?Jﬁa'{-?jﬁ?-ITUT (description) aFWWUTEﬁaTFé%
I I TIUR AT gl A1 |

3. SR HTgAT (Usage of Trade)
TATUR T gATH HY A ScUee & Hbhall &

4, W@amm
U&ThR T gt & 37 Tl Y el AT THATH T Thd &

v TET & forT vep 1.

RIRT 16 % TR AIATI: I[OTIAT AT STl Y HS Ak e 718t 2,
Reg Fo aRREAfA 3 smarg smg@a €I

The expression caveat emptor means “let the buyer beware.” In other words, before buying goods, it
is the duty of the buyer to ensure that the goods are of the quality he desires. This principle was
mainly observed at a time when goods were bought in open markets, where the buyer could see and
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examine the goods before purchase. Once the goods were bought, the buyer could not claim that the
goods were unsuitable for the intended purpose.

Caveat Emptor T 3T & WG ATTUT Tgs " GEN QAea] H, a€] WG A Ugel Ig
TIER AT HAcT & b Ig Gl 72d b aET 3HbT 3T I[oTerT I & |
I FOGTd AEId: 39 AT AT BT AT TEGU Gl IR H TAE Sy o,
STEl IR TEG 3T P WG 8 Ugel W 31 U HehdT 2AT| Teh IR a8V
TG ol & 916, WAGR TS TaT Al e FeheT foh TV 38 38T & forw
3G ATl

case

Ward v. Hobbs (1878)

(A) In English
Facts:

The seller sold pigs to the buyer. The pigs were infected with a disease, but the seller did not disclose
this fact. The buyer did not inspect the pigs properly before purchasing them. After purchase, the
disease spread and caused loss to the buyer.

Issue:

Whether the seller was liable for not disclosing the defect.

Judgment:

The court held that the seller was not liable.

Reason:
e There was no fraud or active concealment by the seller
e The buyer had the opportunity to inspect the goods

e The principle of Caveat Emptor applied

Legal Principle:

A seller is not bound to disclose defects unless there is fraud or the buyer relies on the seller’s skill.
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One-line for Exam:

“In the absence of fraud, the buyer must beware and inspect the goods before purchase.”

(8) et A
azy.

TarchdT & @R I FIR I, S NANT @ TR | TaIhdr A Tg azg &0
AT | TR & Wiie T Ugel Tel dlics & [A{eTor A&t fomam| ame; 31 ey thet
718 3R TSR Y JH AT g3

AL
T fIehdT SV & TdT! o ToIw 3eerR_iT &>

Ao
TATAY Y T Toh Tehar Saterft T &

IO
o IR gRT IS NWTUS) AT FBUT (fraud) ST AT
. GAGR & fAN&T0T &1 3raar 21

o Caveat Emptor ¢1J] §3‘]T

i Rgia:
ST dh DETUEY 7 &, Rehar & aare & forw arey A8t & digR & graura
& A1y
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Y&t & fore v arEa.

NGIYSY & AT H TAGR T T Y ST TIF LA TMTET—T Caveat
Emptormm%r‘

case

The reference to R.E. Andrew Yule & Co. (1932) typically refers to the landmark Indian legal case In
Re: Andrew, Yule and Co. (AIR 1932 Cal 879), which is a foundational case in mercantile law
regarding the Sale of Goods Act.

This case clarifies the principle of Caveat Emptor (Let the buyer beware) and implied conditions of
fitness.

Indian Society for Legal Research +1

e Facts: A buyer purchased Hessian cloth (jute cloth) from Andrew Yule & Co. without
specifying a particular purpose. Upon delivery, the buyer found the cloth had a strange
smell, making it unsuitable for packing food.

e Issue: Could the buyer reject the goods because they were unfit for a specific purpose
(food packing)?

e Judgment: The court held that the buyer could not reject the goods. Since the buyer did
not expressly inform the seller of the specific purpose (food packing) and the cloth was fit
for other general packing purposes, there was no breach of an implied condition.

¢ Significance: It established that if goods have multiple uses, the seller isn't liable for a
specific use unless the buyer explicitly mentions it at the time of the contract.

g ATHAT IE [T ITATATA (sale of Goods Act) & Tt ‘Shell HTTYT" (Caveat
Emptor) & TG U TR &1
Indian Institute of Legal Studies
o AL (Facts): Th WIGR A T I US HUAT H AT (S[C T HUBT)
e, Afhar I A€ aarar fob ag st 3uAeT fopy fore oem| pug &
T e 3 Y, foraa ROt I @iy uerf & dfehar & fore 3rguges
|

. m(lssue):wwmﬁmmm%mﬁw
fafre 3237 @hatet dfdhan) & fore sy =T o
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. fAUTT (udgment): 3T & WrereTT FATAT foh GHEGR ATAT Y IHENHR
ool &Y FehelT | Tfeh TIGR = TAshT &Y TF 81 ST AT feh 38 HUsT
fay &9 & Hiorer do e o forw anfee o, 31 g ust A dfher
o fore wer 2T, saforT fashar & 1S ITerd A6t Al 15|

o m(Signiﬁcance):memm%ﬁ;ﬁmma;ag
3N &, A FereheT el e forFeR w7e1 & 514 b foh TER ey &
AT 30 RATAT FRIT R TUT ARG

new topic
Exceptions to Caveat Emptor

General Rule: Caveat Emptor means “let the buyer beware.”
But there are important exceptions where the seller is responsible.

1. Fitness for Buyer’s Purpose

If the buyer:
e Tells the purpose to the seller, and
e Relies on the seller’s skill

Then goods must be fit for that purpose.

2. Merchantable Quality
When goods are:
e Bought by description, and
e From a seller dealing in such goods

Goods must be of merchantable (saleable) quality.

3. Sale by Description

Goods must correspond with the description given by the seller.

4. Sale by Sample

Bulk must match the sample shown.
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5. Fraud or Concealment

If the seller hides defects or commits fraud, he is liable.

6. Usage of Trade

Implied conditions may arise from trade customs.

7. Express Terms

Seller may give an express warranty or condition.

One-line for Exam:

“Caveat Emptor does not apply where the buyer relies on the seller’s skill, or where goods are
defective, misrepresented, or not as described.”

Caveat Emptor h IS (Hindi)

AT ATH: caveat Emptor = Eﬂm JTdgTA 1%-
ifthe o Rufasi 3 fashar SFaegr AT ® |

1. 587 & ForT Suehe

Ife @lieR 3227 aarar & 3R fadhdr & Plere WA FIaT ®,
dl I 3UYh Bl AT

2. STUR AT I[OTAT

I I FAROT & IMIR W T TS §,
Al I% TR AT gt AfeT|

3. fraRoT & 3re7ER fasha
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TE] &I IS SRR b AR Ehedl ey |

4. A & HFAR fashT
THA 3R ATEATID T H FATAAT &Il AT

5. Q@S a1 U
fardhar gy fure ar ag sae =i a9 |

6. SATAT Y TAT
SITUR T UIURT 8 At A& Fehel & |

7. ¥ A (Express Terms)
Tfe; FIehelT o IS ATITRET &Y B

qd1&TT & foIT Tep A8

el GUGR Terehelm & lerel WX fAAT T & A1 a6 H GuaTerd feraRoT gier
%, a%}l{ Caveat Emptor maﬁm|

1. The buyer makes known to the seller the particular purpose for which the goods are
required.
2. The buyer relies on the seller’s skill or judgment.
3. The goods are of a description which it is in the course of the seller’s business to supply.
If the above three conditions are satisfied, there is an implied condition that
the goods shall be reasonably fit for such purpose.

case

The case of Priest v. Last [1903] 2 KB 148 is a landmark English legal decision often cited in the
context of the Sale of Goods Act (and subsequently the Indian Sale of Goods Act, 1930). It
established key principles regarding a seller's liability for goods that are unfit for their intended
purpose.
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WWW.preciouscaseapp.com +2
English Summary

This case serves as a major exception to the doctrine of Caveat Emptor (Buyer Beware).

WWW.preciouscaseapp.com +1

e Facts: A buyer (Priest) went to a chemist (Last) and asked for a hot water bottle. The chemist
sold him one, stating it was suitable for hot water but not boiling water. After a few days of
use, the bottle burst while being used by the buyer's wife, causing her injury.

e Issue: Was the seller liable for the injury, given that the buyer didn't explicitly state the
"specific purpose" of the bottle?

e Judgment: The court held the seller liable. It ruled that when an item has only one obvious
and usual purpose (like a hot water bottle), the buyer’s intent is implied. By asking for the
item from a professional dealer (the chemist), the buyer relied on the seller's skill and
judgment.

e Significance: It reinforced that for goods with a single purpose, there is an implied condition
of fitness.

EJO.P. Jindal Global University (JGU) +6

Hindi Summary (T%a WQT)

UIEC TATH IR (1903) ATHeIT HRITY T Trsha 3TATATH A ‘Shedl Hrardrer
(Caveat Emptor) b [IGId o Ueh AecdqUT 3UdIG, & &4 H UaT SATdAT ¢ |

. T (Facts): Th WIER (TES) A Teh hiAEE (1) T I3 Ured i
Eﬂ?r(_’r(hotwater bottle)@ﬂa| mﬁwﬁﬁu@ﬁmﬁraﬁﬁm‘&iﬁﬁl
P TGl I16 SEIATA & GRIA Sl Be 718, forad TSR &1 uel! arrel
REIEY
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. fAAIE (ssue): AT TachaT [FFAER a1, o & @SR 3 Aida & fafdy
322 Pl TUE FY H AGT AT AT?

o TR (udgment): 37eTerd & FashdT & [FAER S&T| 37ETald A el b
ok 373 UTAY BT A el T hdel Teh & TTE ST BT &, STl WAGR
BT 32T TATRd (implied) ATAT IR-AT| WIGR o hiAEe T FAATTAT WX
3T R 2T, 3 TorT ATHTA T TWRIT BIT TaehdT &Y aTelar 27|

o HTBc (Significance): WWWFWW%%&WWW
chelel Teh & J&T SUANT &, ol fashell ol Tg AT everr =nfe foh ag
a¥g 3 B & fou sugw et

**proviso condition

In legal terms, particularly within the Sale of Goods Act, a proviso (W) is a clause that qualifies,

limits, or creates an exception to the main rule. It often starts with the phrase "Provided that".

TE

he Law Codes +2
English Explanation

In the context of merchantable quality (Section 16 of the Sale of Goods Act), the proviso functions as
follows:

e The Rule: There is an implied condition that goods sold by description must be of
"merchantable quality" (fit for their ordinary purpose).

e The Proviso: If the buyer has actually examined the goods before purchase, there is no
implied condition regarding defects that such an examination ought to have revealed.

e Latent Defects: This proviso does not protect the seller from "latent defects"—hidden flaws
that a reasonable inspection would not find. In cases like Priest v. Last, the defect in the hot
water bottle was latent (hidden), so the seller remained liable despite any cursory
inspection.

) iPleaders Blog +2

110



CONTRACT 29.2.26 - 28.2.26

Hindi Summary (%a' TR

T (Proviso) Teh UHT Blcfel! TTAUTA & it HET [ R ahig 1l AT 370aTG
CEIGIEY

. faTa. Rchar & a8 SFaerl & I g S e g @ e, g famg
WUIUWFIT (merchantable quality) 3|”7|'_E'~T|

. q'i'giﬁ(The Proviso):aﬁmﬁ@m@mmaﬁmzﬁ%a
Tarehcl 31 a1l o et fSTFAGR 18t &1aT o ST &b GNTeT 3Tt &
QehST SIT HehdT AT|

. %&Fm (Latent Defects): WW%&@WWNH@WI i
Iy UHT & Sl HIATT ST & [&@1s 781 & Hovell &1 YI¥e F77H clrec A
IS UTAY Y ol T e, aY faghar 319y off saReriy A1 ST |

e Section 16(1) of the Sale of Goods Act, 1930, dealing with the implied condition as to
quality or fitness, is subject to a proviso. According to this proviso, in the case of a
contract for the sale of a specified article under its patent or other trade name, there is
no implied condition as to its fitness for any particular purpose.

e The reason underlying this proviso is quite obvious. When the buyer buys goods
under a patent or trade name, he relies on the patent or trade name and not on the skill
or judgment of the seller.

Implied Condition of Merchantable Quality

The implied condition of merchantable quality is the second exception to the rule of caveat emptor.
This exception is contained in Section 16(2) of the Sale of Goods Act, 1930. The term “merchantable
quality” has not been defined in the Sale of Goods Act, 1930; however, it has been defined in Section
62(1)(a) of the English Sale of Goods Act.

According to this definition, goods are said to be of merchantable quality if they are fit for the
purpose for which goods of that kind are commonly bought, and it is reasonable to accept them
having regard to their description.

The term “merchantable quality” involves two aspects:

1. Where goods are bought for self-use, they must be reasonably fit for the purpose for which
goods of that kind are commonly bought and used.

2. where the goods are bought for resale, they must be reasonable.

case
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Frost v. Aylesbury Dairy Co. [1905]

The case of Frost v. Aylesbury Dairy Co. [1905] 1 KB 608 is a foundational decision regarding
the implied condition of fitness for purpose and the strict liability of sellers in the sale of food.

English Summary

This case establishes that a seller's duty to provide goods fit for their purpose is absolute,
regardless of the precautions taken.

Facts: Frost purchased milk from the Aylesbury Dairy Co. for his family's consumption. The
milk contained typhoid germs. After consuming the milk, Frost’s wife contracted typhoid
fever and died.

The Defense: The dairy company argued that they had taken every possible and reasonable
precaution in their manufacturing and hygiene processes to ensure the milk was safe.

Judgment: The court held the seller liable. It ruled that when a buyer purchases an item like
milk, the "particular purpose" (consumption) is implied by the nature of the product. The
seller’s obligation to provide milk fit for consumption is strict; taking reasonable care is not a
valid defense if the goods are ultimately unfit.

Significance: It confirms that for food items, there is an implied condition of fitness for
human consumption, and the seller is responsible for even "latent" (hidden) defects.

Hindi Summary (T%a WQT)

WHIES TATH ToHad) 2T hUAY (1905) T ATHAT @I UerT h ferchr H fachar
T ‘PO STATICET (Strict Liability) T TAUTRT PLaT S|

AL (Facts): PHIEC o 3T URAR o Telt ToHea! ST hueAT @ g4 @llaT|
U QU H TISHISS b hierv] A | g Ul o d1G SHIEC el Ucl! Bl TISHISS &l
7 3R 3R Feg B TS|
W(Defense):mmaaﬁmﬁ;ﬁﬁqqaﬁ Qiﬁdl 3‘ﬁT'{‘CI'O£9'(‘|I
FATT A & forw Tl @7a 3R 3Ra Fraurfaan v 2|

fAURT (udgment): 37ETeTa o TAshdT oY SAGRN SEIAT| 37ETeld o el fh
& oI g @led HHY 38T -fATRAE 3T (AT &g i Ui
Q& TTE T & | TAhdlT T el YOI (absolute) &; TTS, ATHT SUATIT b
fore 31e7ugeh €, At TE =1 aaTa 21 ¢ fob Tarshalt & Ararerel sl 1|
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. B (Significance): TE HTHAT TUE I & Tob W USrT oh AT H,
Tarshar &t g GlatRrd e € g1om fob arares Gad & fore griara e |

case
Chaproniere v. Mason (1905) 21 T.L.R. 633

The case of Chaproniere v. Mason (1905) 21 T.L.R. 633 is a significant English legal decision
concerning the Sale of Goods Act and the tort of negligence, specifically applying the doctrine of Res
Ipsa Loquitur (The thing speaks for itself).

English Summary
This case illustrates the seller's liability when a product contains a dangerous foreign object.

e Facts: The plaintiff, a solicitor named Chaproniere, purchased a bun from a confectionery
shop owned by the defendant, Mason. While eating the bun, he bit into a stone hidden
inside it, which broke one of his teeth and caused significant pain.

e The Defense: The defendant argued that he produced thousands of buns weekly and took all
reasonable precautions in his manufacturing process, suggesting the occurrence was a rare
accident rather than neglect.

e Judgment: The court held the seller liable. It ruled that the presence of a stone in a bun was
a fact that "spoke for itself" (Res Ipsa Loquitur)—it was an event that would not normally
happen without negligence in the preparation or supervision of the food.

e Significance: It established that for food items, the mere presence of a foreign object is
sufficient evidence of negligence, regardless of the general care taken by the manufacturer.

Hindi Summary (%a WQT)

AR 917 G (1905) hT ATHAT JQ0 stdl m' (Res Ipsa Loquitur) G
AT &1 Ueh U@ SeTeloT &, Tordent 39 & o1 T aYeld & |

e d¥ (Facts):a'la'(Chaproniere) ?Im(Mason)?ﬁf%ChId A Th Jd (Bun)
TS| 9 Wi HHA 3Hh 3iE Teh T 317 9107, FAad ardl T gid e
1T R 58 1T & 3|

o §TId (Defense): e I S db ﬁm%wammaﬁm%ﬁﬁ
38 TaTodl 3R GR&T & T gt & ureret foam o1, saforw a8 wh

AT gtﬁcc—lﬁfrl
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. TAYRT Gudgment): 3TeTeld  GETATGR <l TIFAGR eI | 3TeTeld ol
HTAAT AT Toh I oh 313 TR BT BIT &l 3 T &l YATOT & foh 387 I
H ATIRATE! T 18 AT | T e A=y URIEATIAT F e araarer
o 6T & Fehcll |

. m(Signiﬁcance):WWWWW%%WWﬁﬁmm
EIfABPRD TEG (S8 TUR) BT UTAT SATAT & TAehdT & sIrorare arfad
A & fw gaa g

3k 3k 3k 3k 3k %k k %k k 5k k k = =% %k %k ok ok ko ok kkok ok kk — % %k 3k 3k 5%k >k 5k % >k %k %k %k %k k k k ok
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