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UNIT-7Eme 124 =Contract of Indemnity :
- -

It is a contract by which one party promises

to indemnity or save the other party fromLoss

caused by-por himself/conducto any other person
- It is a security against loss or to make the-

loss good or to compensate the other party--
- Party who promises to indemnity -> INDEMNIFIER) por
Party to whom indemnity is given -> Indemnity HOLDER

- Any natural event/Act of God is not covered[India)
- Lije Insurance # CO2 . It shall have all EE of contract



·To
cover ora

zer = Vivek Oberoi

IH is etitled torecover from por/zer when

he is acting within his authority ->-
D1) All mages which he is compelled to pay.

C()Allt for bringing/desending the suit

C3) All somes required for compromise g Suit
Liab . Of IER commences the moment liability of It

becomes absolute (100%) Certain by court.



CONTRACT Guarantee :-

A contract ofGuarantee is a contract where

one person (sorety) gives guarantee for an-

-other person (Principal debtor) to creditor.

-> This contract is made to discharge liability of
PD by surety to creditor In case PD defaults

There are three contracts (TRIPARTITE) -

() Main/Principal - PD$CR.

2) secondary - Surely $CR3 implied/indemnisy - Surety $PD.



IcaseoContinuingGuarantee -

It goes on until revoked.
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127

Oral / Written

142
143

126

144

Consideration is required but not direct b/w surety and Creditor

Past Consideration is no consideration for COG

Surety – Competent hi chahye. PD incompetent (Minor) chalega 

Misrepresentation 
Concealment of material facts 

Co-surety ki condition hai agar aur wo nahi aata hai then 
guarantee is not valid. 
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ESSENTIALS -F CONTRACT OF Guarantee

NO PD means

No Guarante

But Fresh

bengit is 3
sussicient .



AGAINST RIGHTS OF SURETY

Against the creditor
141

Surety’s right to 
benefit of creditor’s 

securities

Right to set off

And 

Right to share 
reduction

Against the principal 
debtor

140
Right to subrogation

145
Implied promise to 
indemnify Surety

Against Co-Sureties
146

Co-sureties liable to 
contribute equally

147 

Liability of co-sureties 
bound in different 

sums
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AB/c = Co-Surety Default Default Default
700

,
000 -

⑤ ② ③
- 300

,
000

A = 1L -

B = 2L A - 1L % 2000
c =4

B - 1L B : 2L

① equally divide c-1L- : 4h

② do not cross Remaining
-

Ind . limit eyally



EssentialsofvalidContract of Guarantee
(1) No principal debt = No Guarantee

(2) CoG can be in writing $ Oral as well

(3) SEC. 127- Consideration :

-
-

- No direct consideration
is requiredow

Surely$ Creditor because PD Consideration

is sufficient.
- No Past Consideration is COG But

Fresh benefit is treated as supicient.



- A surely must be a competent person
means he can't be minor/unsound ele.

A PD can be incompetent person.

I A cos based on misrepresentation or

concealment of jacks = Invalid

E) If there is a condl of co-sorety the

cos will be invalid if another co-sorely

does not join .

(SEC144)(



Nature$Exet of Surety'sitability : 18.
- Surety's liad. is secondary Is conditional.
- It is co-extensive with PD's liability
- It means Surety's liab. will be same as

PD unless otherwise provided in the contract
-----

- If PD is not liable due to deject in the

doe then liat. Of surely also ceases.

-creditorstyistitmeansthea



SEC . 132 :
-

-

- when two persons (Joint Promisors
- undertake a liability (Guarantee 3 25Contract-
- also enter into2nd contract ow both of them-
- saying that one will be liable if other defaults
- then such2nd contract will not have any
affect on their prima eliability towards the-

third person

- whether such personawareof
2nd contacta
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liable onlyJou past transactions
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A promises to 
build house and 

B will supply 
timber but omits 

so PD (A) is 
discharged so 
will C (Surety)

A will deliver 
good to B and C 

guarantees B will 
pay. B contracts 
with C to assign 
his property in 

lieu of debt. 

 

 
PoceDE CR

D->
oshim

-

PD =discharge Reciprocal promises
& Sec. 51

automatically Sovery
S =dis . discharge

Miss J10Wev o Guarantee of at
But Bank [it every 1m = audit]

Omit (action) not mat



Compromise
Settlement

  

G &

vimp
Without consentever (sue
--

Surely

Lovelydischarge

Forbearance
-

↓

Surely dischaye
not st
-

->composition

Op = 1YR-H)2m + 5m + Em.

(Sve)PD <- CR -X =
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135 = CR - extrative PD = Surely discharge

136 = ar-agreement--r time PD
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FSRTYep stand

in the shoes & creditor now. He is

invested with all thesights which creditor

had against the PD.

115 :- There is an implied promise 60 S- PD

to indemnify the surety.
Againstthe CREDITOR it
-

141 :-Surely is entitled to benefit y every-

↳security whichc. has against PD.



whether or not
, surely knows about it.

And is creditor loses the security w/o
the consent o sively then Surely will be

discharged to the extent & security amount
set oll :-Surety will also have the same right
-

eq : X
-> Y50,000] set of 40,000Y -> X 10,000

-ShareReduction :- 1) PD becomes Insolvent then

Surely will also have benefit to claim 50,000-99.

Y 25%

proportionate reduct in the liability . Assets



#
light against the Co-suretion

:

-

146 :-when contract is silent or
is the absence

-

g any contract ow
co-soretics :-

co-surety will share the burden a Liability Equally
147 :-When bound in dif . Sums :-

--

Amount will be shared equally subject to the

Maximum limit fixed by sorely.
-----


