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NATIONAL LAW SCHOOL OF INDIA UNIVERSITY 

BANGALORE

MBL PART I ANNUAL EXAMINATION (JUNE) 2010 

CONTRACTS

Marks : 100 

Time : 3 hours 

INSTRUCTIONS: 

i. Students are expected to rely upon the question paper as it is and respond to it; no 

clarifications can be sought.  

ii. BARE ACTS are not permitted 

iii. Mobile phones are strictly prohibited inside the Examination Hall. Any one found in 

possession of the same will be subject to disciplinary proceedings.

Part A

1.   Mrs Puri had bought a precious stone from South Africa during her recent visit. The 

stone was a wedding gift for Mrs Puri’s daughter. Mrs Puri handed over the stone to Mr 

Chopra, a master in the art of cutting and polishing precious stones, to cut and polish 

the stone for her. It was agreed that Mr Chopra would do the job within two months 

time and have it ready for Mrs Puri before her daughter’s wedding. Mr Chopra did an 

excellent job and had the stone ready in time. However, before he could deliver it to 

Mrs Puri, the stone was stolen from a well protected safe in the basement of Mr 

Chopra’s workshop. Consequently, Mrs Puri could not give the stone to her daughter at 

her wedding. The thief was caught red-handed two days after the wedding while selling 

the stone to a stone trader. Mrs Puri demanded the stone back from Mr Chopra and 

refused to pay for the services rendered by him with respect to the cutting and polishing 

the stone as penalty/damages for Mr Chopra’s failure to return the stone in time which 

caused embarrassment for Mrs Puri since she could not give it to her daughter as 

planned. Mr Chopra has approached you to seek advice. 

You should advise on the following issues: 

(a) Does a valid contract of bailment exist between Mrs Puri and Mr Chopra 

under the given circumstances?

(b) Explain the general responsibilities of a bailee, and discuss whether Mr 

Chopra could be held responsible for the delay in the delivery of the stone to Mrs 

Puri.

(c) State whether Mr Chopra is required to return the stone to Mrs Puri without 

receiving the remuneration for his work.                                  20 

2. Kaka Palay, a 17 year old footballer was playing for Everton Football Association. He 

was a promising footballer and it was predicted that Kaka will play for his country and 

for big football clubs in years to come. In January 2000, WorldNet an Agency service 

Company entered into a Exclusive Agency Contract with Kaka and took responsibility 

of his advertisements and endorsements. The agreement was for 2 years. 

In June 2002, prior to the expiry of the 2 year contract with WorldNet, Kaka who had 

turned 18 decided to enter into another Exclusive Agency contract with Prime Sports, 

who were offering him better endorsement and financial gains. Kaka’s father Mr. 

Samuel wrote to WorldNet about Kaka’s intention to terminate the agreement. 

WorldNet approaches to the Court based on two issues: 
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1. They claim that the agreement with Kaka [who was a minor] was for his necessaries 

of life and hence is valid and enforceable. 

2. WorldNet also states that they must be permitted to claim damages from Prime 

Sports in tort. WorldNet alleges that Prime sports had induced Kaka to commit breach 

of contract with them and hence Prime sports must be held liable for payment of 

damages to the extent of Rs 50 lakh. 

Discuss the liability of Kaka in this case and also the liability of Prime Sports in case of 

inducing breach of contract.                                                        (20) 

3.  Aavni wants to sell her house, which in the market is priced at 30 lakh. She sends 

letters to two of her friends offering and expressing her willingness to sell the house to 

them if they are interested. She makes a preferential bid to her two friends and invites 

them on 3
rd

 October 2009 at her house for an auction sale. Aavni prefers to sell the 

house in the auction -‘without reserve’.

On 3
rd

 October, Bharati and Chaitra come to Aavni’s house and start the bidding 

process. The highest bid was claimed by ‘Bharati’ at Rs 20 lakh and the Auctioneer 

puts down the hammer the third time at Rs 20 lakh. Aavni is unhappy with the price. 

She suspects foul game by her two friends. She alleges that the two friends have 

colluded to rig and lower down the price, deliberately to defeat competition.  Aavni 

refuses to accept the final bid amount and perform the contract.

Bharati sues Aavni for breach of contract and is seeking the remedy of specific 

performance from the Court. Advise Aavni.                     (20) 

Part B

Answer Any 4 [4x10]

1. ‘Mere consent is not enough to constitute a valid contract; it should be free and 

voluntary, so that the contracting persons can subject themselves to the binding 

obligations that are created by the contract’. Justify the above statement with the help of 

case law. 

2. Explain the below para:

According to sec. 55, when there is a promise to do a certain thing or certain things at 

or before a specified time, and the promisor fails to perform before the specified time, 

the contract or so much of it as has not been performed becomes voidable at the option 

of the promise, if the intention was that time should be the essence of the contract.  If 

such was not the intention, the contract does not become voidable, but the promise is 

entitled to compensation for any loss. If, in such a voidable contract the promisee 

accepts performance at any time other than agreed, he cannot claim compensation for 

any loss unless at the time he accepts performance he gives the promisor notice of his 

intention to so claim.  

3. Under the contract of Guarantee, examine the rights of a Surety with the help of case  

law.

4. Examine the various situations under which a Contract of Agency comes to an end.  

5.     Write a brief note on ‘Anticipatory Breach’. 

6.      Write a note on ‘counter offer’.  
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