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PASSED BY THE Govenxon GENERAL OF INDIA N Cormon.

(Reoewed the assmt of the Govemor General on ‘the 17t7¢ Febru-
ary, 1899.) o

‘An Act to amend the Indian COntra,ct Act
1872, ! : ~ £ W]

WHEREAS it is exped1ent to amend the Ind1an

Contract Act, 1872 It is hereby enacted as IX of1872.
, follows —
Short title,

1. (2) This Act may be called the Indian Con-
Tmont and ap- tract Act Amendment Act, 1899,

phivation. (2) Lt shall come into force on the first day of
‘ - May, 1899 ;and .

+ (3) Tt shall apply to every contract in respect of
Whleh any suit is instituted, or which is put in “issue

in any suit, after the commencement of this Act.
© fubstitutlon -

Substitaton 2. Bection 16 of the Indian Contract Act, 1872, IXof 1872

‘Yiou for sec- 1S hereby repealed, and the followmg is substltuted

tion 16, Act  therefor, namely :—
IX, 1872. ° ? Je

. g::?; " ¢16. (1) A contract is said to be induced by “undue

dotined. - influence” where the relations subsisting between
the parties are such that one of the parties is in a posi-

tion to dominate the will of the other and uses that -
_ position to obtain an unfair advantage over the other.

(¢) In particular and without prejudice to- the
-generality of the foregoing prineiple, a person is

deemed to be in a position to dominate the W111 of
another——

"~ (a) where he holds a real or apparent authomty

© over the other, or where he stands in g
fiduciary relation to the other; or :

(b) where he makes a contract with a person
o - whose mental -capacity is temporarily or

permanently

. S UL S CRL e
= I N S NI et
MO SUSPEIPEER RS




. 1of 1872,

1809}/

* cepts the loan on these terms,

‘influence ”
’sectlon the following is inserted, namely :—

~permanently affected by Feason of age,

illness, or mental or bodlly distress,

,,,,,,

(8) Where a person who isin a position to domi-
nate the will of another, enters into a contract with
him,.and the.transaction appears, on the face of:it or
on the evidence adduced to .be unconscionable, the

““burden-of ‘proving that such contract was not induced

by undue influence shall lie upon the person in a
position to dominate the will of the other,

Nothing in this sub-section shall affect the provi-
sions of section 111 of the Indian Evidence Act, 1872,

T llustrations.

(«) A having advanced money to his gon, B, during his
minority, upon B’s coming of age obtains, by misuse of parental
influence, a bond from B for a greater amount than the sum
due in zespect of the advance, A employs undue influence.

(8) A, 2 man enfeebled by disease or age, is induged, by B’s

“Contraols. . r

influence over him as his medical attendant, to agree to pay B

an unreasonable sum for his professional services. B employs

undue. influence,

(c) A, being in debt to B, the money-lender of his village,

_contracts s fresh loan on terms which appear to be unconscion«

able, It lies on B toprove-that the contract was not mduced by
undue influence,

(@ A apphes toa bauker for;s loan at 2 time when there i§
stringency in the money market.The banker declines to. make
the loan except at an unusually high rate of interest, A ac-
This is a transaction in the ordi-
nary course of business, and the contract is not 1nduced by
undue influence.’

3. In section 19 of the sald Act the words “undue
are hereby repealed, and after the same

“19A. When consent to an agreement is caused
by undue influence, the agreement is a contract void-

-able atthe option of the party whose consent was
-80 caused. \

“Any such contract may be set aside either abso-
lutely or, 1f the party who was entitled to avoid it has

recelved

Amend.
ment of sece
tion 19 of,
and addition
of new sec-
tion to, Aot

o 1X, 1872

Power to
set aside con-
tract induced

by undue in- .

fluence,




g  Contracts.

_received anyibenefit thereuuder, upor
the Court'm

conditions as to

o/ lv,ltu«s,‘f:»p-d.i.o1zs._ ‘,

“ = (a) A’s son has forged B’s vame-to o promissory note.. By
“{inder thredt of prusecutingA’s son ;-obtding a‘bond from: A for
the amount.of the forged: note, :<1f: B.sues-on this bond; -thé
“Courb may set:the-boud aside. * DRI
 (3) A, a money-lender, advances Rs:. 100 to B, an agricul-
” tarist, and, by. undue influence; induces ‘B to execute a bond for
" Res. 200 with interest at 6 per cent. per” month. “The Coutt'may
geb the bond aside, ordering’ B to repay ‘the Ri: 100 with sach
interest as may seem just.” . - ’

Amend o oA (1) Section 74;,_pgragraph_q1}e,_ of the said Act
T &w is hereby repealed and the following is substituted
IX,1872.  therefor, namely i— ... . - ¢ g oo
'ﬁ)‘i”ﬁ%ﬂiﬁ"ﬁ“ « 74 When a contract has been broken, if a sum
contraot 18 named in the contract as the amiount to be paid in
_ where penalty case of such breach, or if the contract contains any
stipulsted for. o1, o stipulation by way of pénalty, the party com
plaining of the breach is entitled, whether or not
actual damige or 1oss iy proved to have been chused
thereby, to.receive from the party whio hasbroketi the
contract reasonable compensation not exceeding. the
amount so named or, as the case may be, the penalty
stipulated for. - S S
- Eaplaration.—A stipulation for increased- interest
from the date of defatult may bea -stipulation by way
of penalty.”’ R
(@) After illustration (¢) to the said section the
following illustrations shall be added, namely :— ..

“ (d) A gives'B a bond for the repayment of Rs, 1,000 with
interest at 12 per cent. at the end of six months, with a stipula-
tion that, in case of default, interest shall be payable at the rate

~ of 76 per cent. from the date of default. This is a stipulation
by way of penalty, and B isonly entitled to-recover from A such.
Gompensation as'the Court cotisiders: reasonable. - .1 .

(e) A, who owes oney to'B; a money-lender, undertakes
to repay bim by delivering to him 10 meunds of grain on- a
certain date,and stipulates that, in the event of his not deliver-
ing the stipulated amount by the.. gtipulated date, he -ghall be
liable to deliver 20 maunds, This'is a: stipulation’ by ~way of
e penalty>

by




Oontmnts S,

f"ii"éiiiﬁ'ﬁy,land Bi 1s only enhtled to reasonable 00“’!’e ation o
case of breach.

(f) A undertakes to repay Baloan of Re 1 000 by ﬁVe
equal monthly instalments, with a stipulation that, in default of .
‘payment of any instalment, the whole shall become due:  This
stipulation’ is motiby way. Df”penalty, and the contract may be
enforced according to.its terms. .

~ (g) A borrows Rs. 100 from B and gwes h.lm a bond for
Rs. 200 payable by five yearly mstalment;s of Rs, 40, with a
stipulation that, in default of‘payment of auny mstalment the -
~ whole shall become due, - Thig is a sblpulatlon by way of

e




