CONTRACT ACT 2056 (2000)

Date of Authentication and publish:

Ashad 3, 2057 (june 17, 2000)

The Act Amending Some Nepal Acts, 2064 2064.5.9

An Act Made to Provide for legal provisions on contact

Preamble : Whereas it is expedient to update leigalisions concerning contract;

Be it enacted by the Parliament in the 20th yeathefreign of His Majesty the
King Birendra Bir Bikram Shah Dev.

Chapter -1

Preliminary

1. Short Title and Commencement (1) This Act may be -called

Contract Act, 2056 ( 2000) ".

2. Definitions:

(2) It shall come into force immediately.

Unless the context otherwise requires; in this Act;

(a)

(b)

(€)

(d)

'‘Contract’' means an agreement enforceablevbydacluded
between two or more parties for performing or rerf@rming

any work.

'Proposal means a proposal presented by ongorpeto
another with the intent of obtaining his/her corigendo or

not to do any work.

'‘Consent’ means the consent given by the paserhom a
proposal has been presented in the same meanitigabf

offer.

‘Consideration' means the promise made to doobrto do



any work in return of doing or not doing of any wWor

mentioned in the proposal.
Chapter- 2

Contracting Parties and Proposal and Consent

Person competent to Conclude Contractg1) Any person other than

those mentioned below may be competent for conodua contract;
(a) Those who have not attained 16 years of age.
(b) Those who are of unsound mind.

(2) Notwithstanding anything contained in Sub-s&ctt{l) any
person not qualified to enter into a specific cactrunder the prevailing

law shall be deemed to be incompetent to conclhatedontract. ,

(3) The guardian of a person who is incompetebtclude a
contract under Section 1 may conclude a contrattisher behalf in his

interest.

(4) Notwithstanding anything contained elsewhere ths
Section, in case the prevailing law provides f@ravision even to persons
who are incompetent under this Act to conclude raraat on any specific
matter, they shall be deemed to be qualified tckm® a contract on such

that matter accordingly.

Parties to be autonomousThe parties to contract, subject to this Act

shall be free to choose the form and content otraohand to determine
consideration and its quantum, the terms and cionditof the contract and
the nature of the remedy in the event of its viofgatas well as to determine
the measures for resolving disputes under the @otr

Contract to be deemed to have been concluded contract shall be

deemed to have been concluded once the persondmahproposal has



been presented by another person communicateghdhsent thereto.

Place of contract (1) The place where the person advances a

proposal expecting to receive consent shall banddeto be the place

where the contract has been concluded

(2) Incase the place has not been specifiedrupge-section (1),
the place where the offerer received consent dleadleemed to be the place

where the contract has been concluded.

Processes of proposal and consent to be deeoragleted: (1) The
communication of a proposal shall be deemed to drepteted when it

comes to the knowledge of the person to whommniasle.

(2) In case the offerer receives a notice of coinge the sent to
him/her by the person to whom he/she had sent jpoped, the process of
receiving consent shall be deemed to have beenletedpn the case of the
offerer, and in case the offerer is noticed thatdbnsent has been given in
the proposal the process of giving consent shallldemed to have been
completed in the case of the proposed person.

(3) The person who has been presented with a progbsdll be
deemed to have given his/her consent to it evde/éhe has not done it
directly to the offer in case he/she compiles with term and conditions
mentioned in the proposal, or accepts any congidergbenefit or service

mentioned in the proposal or expresses his/herectris any other form.

(4) In case the offerer has mentioned in the psapthat he/she
would deem the proposal to have been acceptedsuhéeseceives a notice
of refusal within a specified period, the proposhall not be deemed to
have been accepted in case a notice of refusabdais sent within that-

period.

Proposal or Consent may be cancelled (1) The offerer may cancel




his/her proposal through a notice.

Provided that, in case the offerer has receivernh the person whom
he has presented a proposal a notice to the dfffathe/she has approved
the proposal before receiving a notice of the cHati@en of the proposal,

the proposal shall not be deemed to be cancelled.

(2) The person to whom, a proposal has been me$enay cancel

proposal through a notice.

Provided that, the consent shall not be cancetlezhse the offerer
has received the notice of consent before receiving notice of

cancellation of consent.

(3) The person who has sent a notice expressafigen refusal of a
proposal may again send a notice expressing histbesent to the

proposal.

Provided that, in case the notice of refusal readhet out of the
notices of refusal or consent the contract shallh@odeemed to have been
concluded. In case the notice of consent reachsts thhe contract shall be

deemed to have been concluded.

(4) In case the notice mentioned in Sub-sectibnh@s been sent
after sending the proposal, or the notice mentiane8ub-section (2) has
been sent after sending a notice of consent, cage a notice has been sent
under Sub-section (3) after sending a notice afsafshall not be deemed
to have been concluded if the concerned personvescsuch notices at the

same time.

Proposal to be deemed cancelled? proposal shall be deemed to be

cancelled in any of the following circumstances:

(a) In case the offerer has proposed that theaati consent to the

proposal be given to him/her within a specifiegtipd, and the offerer
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does not receive the notice of consent given bypdrson to whom the

proposal has been presented within the period.

(b) In case the period for sending a notice ofseoi is not specified
as mentioned in Clause (a), and the person to wthenproposal has been
presented does not furnish a notice to the proposimn a reasonable

period.

(c) In case the offerer dies or loses his sensdsrd receiving

consent after presenting the proposal.
(d) In case the proposal is cancelled as mention&ection 8.

(e) In case the person to whom a proposal has fresented dies or
loses his/her senses after giving his/her consentbbfore the offerer

receives the consent.

(N In case the person to whom a proposal has pessented accepts
it after altering any particular contained in thegosal or attaching any
condition thereto.

(g9) In case a proposal has been presented subjebe condition
that the person to whom the proposal has beenrmiszgsbas to do anything
or fulfill any condition before accepting the pr@ad and her/she accepts

the proposal without doing that work or fulfillirtgat condition.

Contract according to proposal presented before thpublic: (1) In

case any person, by means of an advertisementneslvaa proposal in
public to the effect that he/she will pay a specfrize orany person for

performing any work specified in the advertisemani] incase any person
performs the work as mentioned in the advertisenthet advertiser shall

pay the specific remuneration to that person.

(2) In case the work mentioned in Sub-sectignigzerformed by

one or more persons, only the person who has peefdrthe work first
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shall be paid prize.

Provided that, in case two or more persons havemeed the work
mentioned in the proposal at the same time, ahef may share the prize
among themselves. In case the prize can not bedhtéwe proceeds of the

sale of the same shall be equally distributed antbeag.

(3) In case a specific period has been prescribegderforming the
work as per the advertisement published under $abes (1), the
proposal, mentioned in the advertisement shall &éenmegd to have been

cancelled immediately after the expiry of that pdri

(4) A proposal advanced under Sub-section (2) teycancelled

through the medium through which it was published.

(5 Notwithstanding anything contained in Subtsec(4), in case
anyone has, performed the work mentioned in thedidement published
under Sub - section (1) before the publication ab#ce of cancellation of

the proposal, he/she shall be paid the prize mestian the advertisement.

Provided that, the person who has performed thé& awsmentioned
in the advertisement must have notified the adsertabout the completion

of the work by the quickest possible means.

(6) In case any person has begun the work acurdd the
advertisement published under Sub-section (1) amdished a notice
thereof to the advertise, he/she shall be paidmonogriate remuneration
for the work, performed by him/her before the cdlaten of the

advertisement.

Indirect contract: Notwithstanding anything contained elsewherehis t

act, a contract shall be deemed to have been awadlas follows in the

following circumstances:

(a) In case a person who is incompetent to calecéucontract under
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this Act or other prevailing Nepal law, or any atlperson who is to be
maintained by him/her is provided with any matem@mmodity or service
which material commodity service paid from the mdp of such he/she
needs and that is consistent with his social statubave the cost of such

person to the person so meeting his/her need.

(b) In case any person, who is concerned withpengment or non-
payment of any amount to be paid by another peusmier the prevailing
Nepal law makes such payment him/herself, to haaegayment repaid to
him/her from the property of the person who is altjuunder obligation to

make the payment.

(c) In case any person gives anything to angbkeeson, or employs

him/her in any work, to pay the appropriate costeonuneration.

(d) In case any person keeps under his/her pafpmssession any
property belonging to another person that may h@ kssuch under the

law, to keep that property as a bailment property.

(e) In case any person pays any amount (to arsppeby mistake,

to refund the same.

Contingent contracts (1) In case a contract has been concluded to

performing or not to perform any work if any evéippens in the future,

the contract shall not create any liability untich event happens.

(2) Incase a contract has been concluded suioje¢be condition
that it shall be deemed to have been concludedse person performs any
specified work in the future, no liability shall lseemed to have emerged
from that contract if such person does anythinguoh a manner as not to
perform that work or acts in such a manner thatwoek can not be

performed.

(3) In case a contract has been concluded to qerfw not to
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perform any work if any uncertain event does ngbpea in the future,
liability under that contract shall emerge onlyeafthe happening of that

event becomes impossible.

(4) In case a contract has been concluded withravigion to
perform or not to perform any work if any event paps within a specified
period in the future, the contract shall be deeteeave become invalid
after the happening of that event becomes impe@ssitthin the specified

period or after the expiring of that period.

(5) In case a contract has been concluded with aviggon to
perform or not to perform any work if any event slget happen within a
specified period in the future, liability under sucontract shall emerge if
that event does not happen within that period dt liflecomes certain that

the event will not happen within that period.
Chapter : 3

Void and Voidable Contracts

Void Contracts: The following contracts shall be void: (a) A Qat

preventing anyone from engaging him/herself in aogupation, profession

or trade which is not prohibited by prevailing law.

Provided that a contract shall not be deemed te® H@en concluded in
preventing profession or trade in the followingcaimstances:

(1) A contract preventing the seller from engadnmg/herself in
a profession or trade at the time and place asiom=dt in the
contract concluded between the buyer and the sailselling

and buying of the goodwill of any trade;

(2) A contract concluded among partners in prewgntiheir

engagement in any trade or business, other thase tbbthe



partnership firm, similar to those of the partngssfirm or
any other trade or business together with otherpsaitors
belonging to the same kind of trade or businedsragas the

partnership continues.

(3) A contract concluded among the partners in gméng them
from engaging in a trade or business under thengestip
firm for the specified time or place after beingamated from
the partnership;

(4) A contract preventing any individual from reaeg the
service of any such agency, company, firm, indigidor
competitor of such agency, company, firm, or ingdiisl for
the specified period of time after the retiremennf service
or during the service of such agency, company, fom
individual pursuant to contract concluded by angividual

with any agency, company, firm or individual.

(b) A contract restraining marriages other thamséhprohibited by

the prevailing law.

(c) A contract preventing any one from enjoying tfacilities

already being enjoyed by the general public.

(d) A contract seeking to prevent the legal rigbfteiny person from

being enforced by any government office or court.

(e) A contract concluded in mattecentrary to or prohibited by the

prevailing law.

(N A contract concluded for immoral purpose oramgt Public

morality or public interest.

(g) A contract which cannot be performed becahsearties thereto

do not exactly know about the matter in relationwtbich it has been
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concluded.

(h) A contract which is considered impossible udilf even at the

time is concluded.

() A contract which is vague as it does not pdevireasonable

meaning thereof.

() A contract concluded by an incompetent perspoonclude such

contract.

(k) A contract concluded with an unlawful consaigon or

objective.

Voidable Contracts: (1) The following contracts may be made void by

the aggrieved party:
(@)  Acontract concluded through coercion:
Explanation

A person shall be deemed to have indulged in coerdi
he/she, with the objective of compelling any perdoraccept
any contract against his/her will, withholds oregdwens to
withhold property belonging to him/her, or threaeto
defame him/her, or takes or threatens to take #mgr @ction

in contravention of prevailing law.
(b)  Acontract concluded through of undue influence
Explanation

(1) Undue influence means influence exercised by a
person upon another person who is under his/her
influence and is amenable to his/her personal tenef

or interest.

10



(€)

(d)

(2)  Without prejudice to the generality of Claudg, (the
following persons shall be deemed to be under the
influence of any person and amenable to his/her

wishes:

() A person living under his/her guardianship,

protection or custody.

(i)  a persons who cannot take care of their irsere
temporarily or permanently by reason of old

age, sickness or physical or mental weakness.

(i) A person who can be subjected to under one's

economic or ranking influences.
A contract concluded through fraud:
Explanation

A party to the contract or his/her agent shall berded to
have committed fraud if he/she, leads the othetypar
his/her agent to believe or takes any action toebelthe
particular matter is true, although he/she knovas iths false,
or suppresses any information in his/her possession
indulges in any other fraudulent act punishable eand
prevailing law, with the intention of deceiving tlopposite
party or his/her agent.

A contract concluded through deceit:
Explanation
(1) Any of the following act shall be taken as el¢c

() Submission of false particulars on any matter

without reasonable basis for doing so;

11
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(2)

(i

(iii)

Misleading any party so as to aggrieve him/her

Causing any wrong deliberately on the matiér

contract;

In a case of a voidable contract under thaise, the

following matters shall be dealt with as prescribed

below:

(i)

(i

The party caused to enter into a contract may,
instead of making the contract void, demand
his/her position to be remained the same, as it

was prior to conclusion of the contract.

Burden of proof of innocence of undue

influence shall be rest in the party who claims
that such contract is not concluded under an
undue influence in case a contract is concluded
with the person who is under one's influence

and amenable to his/her wishes.

Chapter- 4 :

Contracts relating to Guarantee, Indemnity and Subogation

Contracts relating to quarantee (1) A contract relating to guarantee

third person.

shall be deemed to have been concluded in casmvides that if any
person defaults in the repayment of the loan obthlmy him or fulfillment

of the obligation accepted by him/her, it shallrepaid or fulfiled by a

In case a third party has provided guarantedeu Sub-section
(1) and in case the person who has to repay the doas not repay it or

fulfill the obligation to be fulfilled, the persoguaranteeing such loan or

12
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obligation shall repay the loan or fulfill the camodn according to the

contract.

(3) Contract relating to guarantee must have bearcloded in

writing.

Surety's liability : Except when otherwise provided for in the cortiréwe

surety's liability shall be as follows:

(a)

(b)

(€)

(d)

(e)

Liability of the surety shall emerge from thery time when

the person who has to meet the liability fails wemit.

Liability of a surely shall be similar to that the person who
has to repay the loan or fulfill any obligation.eTkurety shall
remain responsible until the person becomes freen fthe

liability of repaying the loan or fulfilling the digation.

The creditors may impose the surety with thability
immediately after the default by the person whoursler

obligation to repay the loan or fulfill the obliger.

In case both security and guarantee have Ipeewided in
consideration of any loan or liability, the surestyall have no

liability to the extent covered by the securityovided.

The liability of a surety shall not terminaieply because the
person who has to repay the loan or fulfill théiliy becomes

free from the liability through the mobilization ddw.
Explanation

For the purpose of this Act, the term ‘credittralk denote a
person who has supplied the loan and this termiatdudes a
person who may obtain any benefits from or have &oyk

done by the person who has to repay the loan il file

13



liability.

17. Circumstance in which surety will be free from liahlity : (1) Except

when otherwise provided for in the contract, theegushall be free from

liability to the extent as mentioned in any of tbbowing circumstance:

(a)

(b)

(c)

(d)

(e)

(f)

(9)

In case the person who has to repay a lodulfor a liability

changes the terms and conditions of the contraguch a
way as to have a substantial impact on the contvabout
the approval of the surety, in respect to the @atisn to be

carried out after such changes.

In case a contract is concluded to absolve fiahility to the
person who has to fulfill the concerning matteraspect to

which the guarantee has been provided.

In case the person who has to repay a lodulfdl a liability
is absolved from liability, or in case the loamwigived, due to

the action of the creditors.

In case the creditor agrees to absolve thdodeftom the
liability by collecting a sum less than what is duwe to
provide additional time limit for repaying the lgaor not to

initiate a lawsuit.

In case any action of the creditors causing@erse impact
to the surety's right to legal remedy against tres@n who is

under obligation to repay the loan or fulfill thaHility.

In case the creditor loses, damages or retams security
obtained by him from the debtors, to the exterthefvalue of

that security.

To the extent to which the person who is uraldigation to

repay a loan or fulfill a liability has repaid thean or fulfilled

14
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the liability according to the contract.

(2) Notwithstanding anything contained in Subtset (1), the
surety shall not be deemed to have been absoleadtfie liability, except
when otherwise provided for in the contract, simpgcause the creditor
fails to initiate legal action against the suretytrg to realize the amount to

be realized by him/her in time.

(3 In case there are two or more sureties, andaige the
creditors absolves any one of them from the lighilithe other
surety/sureties shall not be free from his/herftisbare in the liability. In
case the share in the liability of the surety/sasetan not be separated, no
surety shall be deemed to have been absolved fisniaility simply

because; the creditor has absolved him/her frontiabdity.

(4) Inrespect to a contract relating to guaranthich concerned
with the fulfillment of a liability, the surety shanot be deemed to have
been absolved from the obligation of fulfilling tHability under the
contract simply because a dispute has arisen athengarties in relation to

that contract, except when otherwise providedrdhe contract.

Relationship _between the Surety and the DebtorsExcept when

otherwise provided for in the contract, the relasioip between the surety

and the debtors in respect to the following matséed be as follows:

(@) The suretyshall cause @erson who is under obligation to

repay a loan or fulfill a liability according todlcontract.

(b)  Incase the debtor has supplied any properseourity to the
surety in consideration of the guarantee providgdhim/her
while obtaining the loan or accepting a liabilithe surety
may not mortgage, sell, or otherwise transfer itk thereto

without the consent of the debtor.

15



19.

20.

(c) In case a guarantee has been provided indemagion of any
loan obtained or liability accepted for any specpiurpose,
the objectives, nature or terms and conditionshaf toan or
liability may not be changed without the consent tiod

surety.

Surety to substitute creditor. (1) After the surety repays the loan to be

repaid by the debtor or fulfills the liability toebfulfilled by the debtors
under the contract, the surety shall substitutectleeitor in regard to that
loan or liability, and may initiate legal action aagst the debtor like a

creditor under this Act or prevailing law.

(2)  Notwithstanding anything contained elsewheire this
chapter, the total amount and interest due onahsiunt, or any other fee
or amount payable on that, shall be paid by thealslio the surety in
consideration of the loan repaid or liability fll#id by the surety on his

behalf according to the contract relating to gutzan

(3) In case it becomes necessary to take legamabtcause of
the failure the debtor to pay the amount payablehiny/her under Sub-
section (2), or in case it becomes necessary wor mgy other expenses in
consideration of the surety may have such expersmsvered from the
debtor.

Quarantee related viable contract The surety may cause to declare

void the contract relating to guarantee in theofelhg circumstances:

(a) In case the creditors him/herself, or angprerson with his/her
consent, has obtained the guarantee by supplyimapgvor misleading
information or notice to the surety in connectiorthvthe matter connected

with the transaction in respect to which the gueramas been provided;

(b) In case the subject matter, property (caskim) involved or

16
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22.

facts relating to guarantee have been concealadtanentioned:

(c) In case the contract has been concluded aviphovision a third
person as a surety, and the third person has metdiis/her consent to
provide the guarantee.

Equal liability of co-sureties (1) In case two or more person have

jointly or separately provided joint guarantee &y loan or liability, and
in case the debtor fails to repay the loan or rtteetiability, the co-sureties
shall repay the loan or meet the liability or teguirements of the contract

on an equal basis, except when otherwise providethtthe contract.

(2) Incase the guarantee has been provided ectar svise basis
while providing joint guarantee under Sub-sectidi), @ surety shall be
required to meet only the liability for that sectmr which he/she has

provided the guarantee.

Contract relating to indemnity: (1) In case person has entered into

contract relating to indemnity with a provision pay any party to a
contract or a third person for any loss or damdge may result from
his/her actions while working under the directiohtbat party to that
contract, he/she may realize as compensation alngrof the following
amounts, subject to that contract:

(@  The indemnity amount mentioned in the contract;

(b)  Incase any loss or damage has been causethita gerson,

the amount to be paid or borne in consideratioreibfe

(c)  The amount spent on the case filed or defeibgelim/her in

connection with the contract relating to indemnity;

(d)  The amount spend on the legal action, if itdpees necessary

to initiate such action for failure to pay the amtu

17
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mentioned in Clause (a) to (c).

(2) Notwithstanding anything contained in Subt&e
(1), in case any person, while working under theeadion of the other
party, works negligently or with the intention olusing any loss or
damage to that party or a third person, and in tlaeseconcerned party or
the third person suffers a loss damage as a réserdeof, he/she shall

him/herself be responsible for such loss or damage.

Provision concerning subrogation (1) In case any person has

concluded a contract with any other person againgtloss or damage that
could be caused by a third person to his/her ptgpéacilities, rights or

profits that could result from his/her busines® tther person who has
signed the contract shall him/herself bear any silads or damage

irrespective of who is responsible.

Provided that, in case the contract has been sigvigda
provision to have any such loss or damage bornanlgyother person, such

loss or damage shall be realized from that person.

(2) Incase the amount or compensation to be maidriy loss or
damage under Sub-section (1) has been mentionde inontract, it shall
be done accordingly and in case no such provis@nlbeen made in the
contract, an appropriate amount or compensationl db&a paid, or
arrangements be made for payments, to the persected by the loss or

damage, or to his/her heir in case he/she is dead.

(83) In case there has been any loss or damage asonmed in
Sub-section (1), the person paying the amount ompemsation under Sub-
section (2) shall be deemed to have subrogatedpdison who has
sustained the loss or damage, and, accordinghsuhegator may have the

amount or compensation in consideration of suck dwsdlamage recovered

18
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25.

26.

from the person causing such loss or damage.

Rights of subrogator. The rights and liabilities of a subrogator sHal

as mentioned in the contract, if any, and if noshall be as follows:

(@)  All the rights of the person who has sustaitedloss or damage

shall devolve on the subrogation.

(b)  The subrogator mentioned in Clause (a) mayizeedrom the
person who has caused the loss or damage, or h®mpatty to a
contract concluded in that connection, if any, #mount or
reasonable compensation paid by him/her to theopesho has
suffered the loss or damage, as well as the expeansarred in

contesting a case, if any.

Chapter- 5:

Contracts Relating to Bailment

Contract relating to Bailment: A contract relating to bailment shall be

deemed to have been concluded in case any perfoersany property to
another person on a returnable basis or for handlioger to any other

person or selling it as ordered by him/her.

Provided that, a deed must be execute while ba#ing property worth
more then Rs.5,000.00

Explanation: For the purpose of this chapter, the term 'propémntfudes

any movable property and title to such property.

Process of bailment to be deemed completed) The process of

bailment shall be deemed to have been completed thi¢ bailee receives

the bailment property for being kept as such.

(2) Incase any property is already being kepéaty person or a
person authorized by him/her under his/her custadycontrol, the

19
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28.

concerned property shall be deemed to have beam tak him/her as a

bailed property.

Particulars of bailed property to be mentioned:(1) In case the bailee

knows that the bailed property must not be usedtdwny defect in it, or
because it could cause any loss or damage or lecaaparate
arrangements or provisions be made for its pratectie/she shall inform
the bailee about all such matters to the bestsshéi knowledge.

(2) In case any information to be supplied unde-Section (1)
is not supplied even while knowing about it, thddyamust bear the loss or

damage caused by that property or because ofitbpéqy to the bailee.
(3 Notwithstanding anything contained in Sub-gett(1), in
case any property given on rent or as collateral ordale causes any loss

or damage while using it due to its defect, thdelbanust bear such loss or

damage even if he/she has no knowledge about thetde the property.

Bailee's liability: (1) A bailee shall look after and arrange for sadety of

the property received by him/her as bailed propagymentioned in the
terms and conditions of the contract, or as histwen property in case

nothing has been mentioned in the contract.

(2) Except when otherwise provided for in the caaty in case any
bailed property depreciates or is lost, stolen, atzed, destroyed, decreased
or harmed because of a natural calamities deskiag care and arranging

for its security under Sub-section (1), the bailm®ed not return such
property.

Provided that, in case the property is depreciates lost, stolen,
damaged, destroyed decreased or harmed because afegligence or
malfide intention of the bailee, or of his/her failuret&xe care or ensure its

safety according to the terms and conditions ofdbetract, he/she must

20
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return the property or pay an equivalent amoutihadoailer.

(3) In case the bailee uses the bailed propertiiont having the
right to do so under the contract or in a mannetreoy to the terms and
conditions of the contract, and in case such ussesany loss, damage,
destruction, depreciation or harm to the propethg, bailee shall pay for

compensation to the bailer.

(4) Except when otherwise provided for in the cact, the bailee
shall not mix-up the bailer's property with his/leevn property.

Provided that, in case the bailee has mixed-ughédrsdwn property with
that of the bailer, both parties shall have titketloat property, as well as to

the income accruing there from, in proportion ®itmespective shares.

(5) In case the bailee has mixed-up his/her owopgnty with the
bailer's property and the property so mixed-up lbarseparated, the two
parties shall have title to their respective propeso separated, and the
expenses incurred for separating the property sednand the loss, if any
caused, to the bailer while mixing-up such propéartthat manner shall be

borne by the bailee.

(6) In case the bailee has mixed-up his/her owopgnty with the
bailer's property without the consent of the badled their property cannot
be separated as mentioned in Sub-section (5),itteeot the bailer to the
bailee's property shall terminate if he/she agreesbtain his/her share
from the property so mixed-up. In case the baileesdnot agree to take
his/her share from such property the bailee shallréquired to pay

compensation for his/her property.

Bailed property to be returned: (1) After the expiry of theperiod

prescribed while bailing a property or fulfillmeof the objectives with

which the property has been bailed, the baileel glediirn the bailed
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property to the bailer.

(2) In case the property is not returned under skdtion (1)
within the prescribed period, or within a reasoeatriod according to the
nature of the property where no such period has peescribed, or in case
the bailer does not take it back and the propextps$t, stolen, damaged,
destroyed or reduced after that date or baileessifiny loss or damage due
to that property after that date the party becaafsevhich the loss or

damage has resulted shall bear the loss or damage.

(3) Except when otherwisg@rovided for in the contract, in the
case of a bailed property owned by several persbngy be handed over
to any one of such owners or to the person ordbyettiem, and the hand
over of the property in that manner shall be deenoettave been done

duly.

(4) Except when otherwise provided for in the caaty the
property raised or earned through the bailed ptgrall also belong to
the baliler.

Person bailing other's property to be held responsie: In case any

person bails any property on which he/she hastieg tight or ownership to
any other person to keep as a bailed propertytlabailee has to bear any
claim of a third party or any loss, damage or axgeases in for accepting

that bailment the bailer shall be required to Isemh expenses as well.

Found property may be kept after notifying the polce In case

person finds any property in any way, he/she magpke safely with
him/herself until the concerned owner is found aiter notifying the
police. The expenses incurred for finding out thaner of the property and
for keeping the property shall be borne by the eomed owner, and the

person who has found the property may keep it Wwath/herself until the
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owner pays such expenses.

Property given for repair and_maintenance to be rairned: (1)In

case person has given any property for repair, owgmnent or renovation
in any way to any person, the latter shall returrioi the former after
collecting expense or service charge fixed for iepanprovement or

renovation.

(2) The property handed over under Sub-sectignsfiall be
returned to the concerned owner after repairingraving or renovating it
within the period mentioned in the contract. Inec#ss not returned within
the prescribed period, or any additional loss amalge is caused to the
property or the property is damaged in such a veatyp decome unusable in
the course of repair, improvement or renovationioacshall be taken as
provided for in the contract, and if no provisioashbeen made in the
connection in that contract, an appropriate comaigms shall be paid to

the concerned owner.

(3) Notwithstanding anything contained elsewheme this
Section, the person repairing, improving or renogpBny property may
keep it with him/herself until the cost of repamprovement or renovation
or the service charge fixed for that purpose igl.pén case the cost or
service charge is not paid within a reasonableopethe person repairing,
improving or renovating the property may recoves/lmer expenses or

service charge by selling the property,

Bailment Expenses While bailing a property, expenses incurred for

looking after and ensuring the safety of the bapeaperty shall be borne

by the bailer, except when otherwise providedriathe contract.

Contract relating to bailment to be void: (1) In case it is proved that

any property has been bailed with the intensiomwafiding a partition of
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property or payment of any government charge oramgunt involved in
any claim or to be paid to anybody, or with anyeotilegal motives, the

contract relating to such bailment shall be void.

In case the bailee does not keep the bailed pyopecording to the
term and conditions of the contract, the bailer ngay back the bailed

property at any time.

Chapter -6

Contracts relating to Collateral and Deposit

Contracts relating to collateral or deposit (1) In case any person has

obtained a collateral while supplying credit to bogy as a security for that
credit, or obtained any property as a deposit énftnm of a guarantee to
perform the concerned work while having any workigened a contract

relating to collateral or deposit shall be deentelave been concluded.
Explanation:

For the purpose of this Chapter, the term 'propetigll denote any
movable or immovable propertgnd title or document establishing

title to that property.

(2) In case a collateral has been obtained whipplging a credit,
the credit and interest thereon, and incase anggielpas been obtained to
perform any work the other expenses relating to Wark, as well as the
expenses incurred for looking after the collatenabeposit, shall also be
deemed to have been included in the contract nglato collateral or

deposit.

Collateral or deposit to be returned:(1) Except when otherwise

provided for in the contract, the collateral obtainfor a credit shall be

returned after the repayment of the credit, or deposit obtained for a
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work shall be refunded to the concerned persom tifteecompletion of that

work.

(2) In case the collateral or deposit kept undelb-Section (1)
has been or can be divided into different partscthllateral or deposit may
be returned to the extent covered by the portiaheftcredit repaid or work

performed.

Rights of person obtaining collateral or deposit (1) In case a credit

has been obtained by pledging any property astecdlhand the debtor
fails to repay the credit or interest thereon, nfy,awithin the prescribed
period, the person who has taken the collateral nragate action
according tolaw and realize the amount to be realized in @w@ration of
that credit by selling or auctioning the collateedcording to current
market price or transfer the title to such collakesubject to law in case it
can not be sold or auctioned.

(2) Incase the property kept as collateral is sbld price lesser
than the amount to be realized from the debtorheygerson who has the
collateral under Sub-section (1), the shortfall rbayrecovered form other
assets of the debtors. In case the collaterallisagoa price higher than the

amount to be recovered, the excess amount shedfimeded to the debtors.

(3) Notwithstanding anything containing in Sub-sact(1) and
(2), in case the property kept as collateral hasyabbeen sold or the title
to it has not yet been transferred, the person k@spledged the property
as collateral may clear his property by repaying tnedit and interest

thereon and any other amount payable at any time.

Provided that, the person pledging the propertgdiateral shall
also bear the additional liability emerging on pneperty kept as collateral

owing to his failure to repay the amount within gigulated period.
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(4) In case anyone has been entrusted with theomesplity of
performing any work by obtaining any property asgpast, and the
concerned person fails to complete the concernetdk wo the concerned
work fails to be completed within the stipulatedipd, the property kept as
deposit may be used to complete the work or to wecehe expenses
incurred thereupon. In case the work can not bepteted with the
property kept as deposit, the amount in shortfalyrne recovered from the

other assets of the person who has furnished {heste

Consequences of pledging property without sufficigntitle as

collateral or 'deposit: (1) In case anyone has obtained a credit or work

by pledging as collateral or depositing any propéstwhich he/she has no
title or ownership or any property received undeoatract which is void
under this Act, and the person obtaining such tald or deposit has no
knowledge about the matter, the latter may demaadptoperty from the
..... to which the he/she has a title so as to bé &spollateral or deposit.
In case the former fails to provide such collatetia¢ latter may cause the

contract to be void.

(2) In case any property received under a voidresththas been
pledged as collateral or deposit, and such conltradtbecome void before
furnishing such collateral or deposit or the padgeiving the collateral or
deposit know that the concerned property did ndorigp to the person
furnishing it as collateral or deposit, the perstmaining such property as
collateral or deposit shall have no right to it andy realize the amount to
be realized by him/her or have the work to be peréd from the other

property of the party furnishing the collateraldaposit.

(3) In case the person furnishing the collaterabeposit has a
partial or limited title to or ownership of the perty pledged as collateral

or deposit, the person accepting such propertybateral or deposit shall
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also have title to that property to the same extent

39. Creditors to have equal status(1) In case anyone has obtained credit

from several creditors in one or several installteelny pledging his/her
property as collateral, and the property so pledgedcollateral is not
sufficient to repay the credit of all the creditoadl the creditors who have
used the property as collateral shall be deemedat@ equal status in
respect to outstanding credit and all of them magkena proportionate

claim on the property, except when otherwise preditbr in the contract.

(2) In case any property which has already beenigele as
collateral under Sub-section (1) is again pledgeduzh with a provision to
give priority to the second creditors in the fututiee concerned contract
shall be void. In case the (second) creditor hasadi/ realized his/her
credit from the collateral before the contract mees void even while
knowing that there are other creditors in respecthe collateral, he/she
shall refund the amount to the other creditors raadlze his/her credit from

the other assets of the person who has pledggutdperty as collateral.

Chapter- 7

Contract relating to Sale of Goods

40. Contract relating to sale of goods(1) A contract relating to sale of

goods shall be deemed to have been concludecaseany seller agrees to
hand over any goods to the buyer immediately dhenfuture by receiving
a price.

Explanation

*For the purpose of this chapter, the term 'goodsama any type of

movable or immovable property except current usatency, security,

* Amended by the Act Amending Some Nepal Acts, 2064
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or actionable claim .

(2) A contract relating to sale of goods may baditonal or

unconditional.

(3) A contract may be concluded with a provisionsell goods
owned or possessed by the seller or those to duped or acquired by

him/her in the future.

Contract relating to sale of goods to be voidin case a contract has

been concluded to sell specific goods, and in tasegoods have suffered
any loss or damage at the time of or before comeguthe contract and the
seller had no knowledge thereon at the time of kmiicg the contract, the

contract shall be void.

Explanation

For the purpose of this Section, 'Specific goodsans the specific goods
mentioned at the time of concluding the contract.

Determination of price of goods(1) Except when otherwise provided

for in the contract, the price of goods shall beedeined on the basis of the
terms and conditions of the contract or accordmghe procedure agreed

upon in the contract or in the process of traneadbetween the parties.

(2) In case the price of goods has been determaoedrding to
their weight and measurement, the price of good# bk fixed on the basis
of the net weight and measurement, except whemwise provided for in

the contract.

(3) In case the price of goods can not be detemniumeder Sub-
section (1) or (2), the buyer shall pay to theesedl reasonable price taking

into account the concerned circumstances.

Price of goods to be paidExcept when otherwise provided for in the
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contract, the price of goods must be fully paid@d®ws in the following
circumstances:

(@ A buyer shall pay to the seller the pricggobds bought by
him/her at the time of buying them.

(b)  The price of goods shall be paid in cash.

(c)  The contract shall be deemed to have beenluded with a
provision to pay the price and. hand over the good

simultaneously.

Explanation

For the purpose of this Section, the term 'casbludes
cheques, traveler's cheques, promissory notess oifl
exchange, letter of credit, bank draft, credit cad

telegraphic transfers payable through bank.

Particulars of goods (1) In case the name, brand, trademark or

specification of goods to be sold are mentionetthéncontract, the contract
shall be deemed to have been concluded to sellsgobthe same name,

brand, trade mark or specification.

(2) In case the name, brand, trademark or spetidicaand
sample goods to be sold have been mentioned, tkeobthose goods shall
correspond not only to the sample but also to thamne, brand, trademark

or specification as mentioned in the contract.

Title to be deemed to the goods to be solfl)Except when otherwise

provided for in the contract, the seller shall lBemed to have or going to
have title to the goods agreed to sell in the Rut@oods agreed to sell in
the future shall be considered to be or going tdfrbe from anybody's

seizure, control or procession .
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(2) Except when otherwise provided for in the caaty the seller
shall be deemed to have the right to sell the gsodd or to be sold by
him/her.

Goods to be deemed to be of merchantable guality1l) Except

when otherwise provided for in the contract, gosalsl or to be sold shall

be deemed to be of merchantable quality.

(2) In case specific goods sold or to be sold doy specific
purpose are suitable for that purpose, they shaltdnsidered to be of

merchantable quality.

Provided that in case any defect in the goods hag Imentioned in
the contract itself, or in case the buyer had beraware of any defect
before signing the contract or while inspecting goeds, those goods shall

not be deemed to be of merchantable quality.

(3 In case the quality of specific goods has beemtioned in
the contract, those goods shall be deemed to beeafame quality. In case
the quality of the goods is not mentioned in thatrt, their quality shall

be as of the current standard.

(4)  Except when otherwise provided for in the cact, the seller
shall not be deemed to have given a warranty tceffext that the goods

sold or to be sold are of a specific quality.

Sale _through samples: (1) In case provisions have been made in a

contract to sell goods after inspecting their saslirectly or otherwise, it
shall be deemed to have been signed to sell goftels iaspecting their

samples.

(2) In case a contract has been signed to seldgyadter
inspecting their sample, it shall be deemed tounhel the following
conditions, except when otherwise provided fohm tontract:
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(@) The bulk of the goods shall correspond to thees in
quality.

(b)  The buyer shall have, a reasonable opportunitgompare

the quality of the bulk of the goods with the saenpl

(c) The goods sold or to be sold shall be free faomy defect,
and that their merchantable quality shall be apgavéhile
inspecting them at the time of comparing them wtltle

sample.

Provisions concerning transfer of ownership of goa (1)In case a

contract has been signed to sell specific or pdeicgoods, their delivery
shall be made as provided for in the contracty, and if not, according to
the conditions of the contract, the conduct of pheties, and the intention

of the parties expressed through the concernedmstances.

(2) Except when otherwise provided for in the cadiy in case a

contract has been signed in such a situation thetific goods can be
delivered immediately, the parties shall be deetoddave the intention of

delivering them after concluding the contract oyipg their price.

(3) In case a contract has been signed in sudinatien that specific
goods can be delivered immediately, and in casebtiyer has to weigh,
measure and examine them or execute any functidatesmine their price,
such goods shall not be delivered until such feomstiare executed and

information thereof is supplied to the seller witli reasonable period.

(4) Except when otherwise provided for in the cactr a contract
shall be deemed to have been made with a provistodsliver the goods at

the very place where they have been sold or abe &pld.

(5) Except when otherwise provided for in the tcact, the title

or ownership of the buyer shall be deemed to haen lestablished on the
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goods from the very moment when they are deliveoddm/her.

Risk to be borne (1) Except when otherwise provided for in the tcact,

the seller him/herself shall bear the risk of aogsl or damage to the

concerned goods until they are delivered to thehuy

(2) In case there has been a delay in the delokegpods due to any
reason concerning the buyer or the seller, theypadponsible for such

delay shall bear the risk of loss or damage undérsgction (1).

(3 In case the seller has agreed to deliver gdrauis the place
of purchase to the place specified by the buyer,stiler him/herself shall
bear the risk of any loss or damage to goods, éxaden otherwise

provided for in the contract.

Buyer's right to inspect goods In case sold goods are delivered to the

buyer; the buyer shall have a reasonable oppoytuitexamine and
ascertain whether or not they, conform to the @mttand he/she shall not

be deemed to have accepted the goods until tHns.

Goods to be deemed deliveredThe buyer shall be deemed to have

received the goods in any of the following' circtamees:
(@) Incase the buyer or his/her representativeives the goods;

(b) In case a receipt or letter acknowledging tledivdry of the

goods is issued;

() In case the buyer inspects the goods and asterthat they
conform to the contract under Section 50, and atiegly keeps

them in his/her stock;

(d) In casethe goods reach the buyer and are retained by &im/h
even if he does not send information about hisfiedusal to

accept them within a reasonable time limit,
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() In case he/she does anything to prove hishvership of such

goods.

Time-limit for delivering goods: (1) In case the contract provides that

gods to be delivered at any specified time or withny specified period,
the seller must deliver the same to buyer at tleay ¥Wme or within that

very period.

(2) Notwithstanding anything contained in Sub-smtt{l), in case
the buyer accepts goods delivered by the selleoréethe time or period
prescribed in the contract, or after the time ofiqee prescribed in the

contract, the seller shall be deemed to have delivhe goods.

Documents _relating to_sold goods to _be handed oveExcept when

otherwise provided for in the contract, the owngrsf goods shall not be
deemed to have been transformed after sale unsic bdocuments

connected with their ownership or required for these are handed over.

In the event of delivery of goods in a quality diffrent from the

contracted guality: (1) In case the seller delivers goods to the buryer

a guantity less than the quantity mentioned indbwetract, the buyer may

refuse to accept them.

Provided that, in case the buyer accepts goods v quantity, he/she
shall be required to pay the price of the quaratitthe rate mentioned in the

contract.

(2) In case the seller delivers goods to the buyem quantity
higher than the quantity mentioned in the contrdet, buyer might accept
them only in the quantity mentioned in the contrastd reject the rest or

the entire quantity.

Provided that, in case the buyer accepts the entiantity of

goods so delivered, he/she shall be required tdfgratyhem at the contract
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rate.

(3) In case the seller delivers to the buyer, he d@ntracted to
sell mixed with goods of a description not includedthe contract, the
buyer may accept the goods mentioned in the cdraratreject the rest, or

reject the entire lot.

(4) Except when otherwise provided for in the cactt the buyer

shall not be bound to accept delivery of goodsigtallments.

(5) Excepts when otherwise provided for in the caxtt in case
the buyer refuses to accept goods brought by ther der delivery, the

buyer shall not be bound to return them to theesell

Provided that the buyer shall inform the sellerotigh the
guickest possible means about his/her refusal alenl the reasons

thereof.

Special _provisions _concerning __compensation Notwithstanding

anything contained elsewhere in this Act, actionespect to compensation

for contract under this chapter shall be takerodevs:

(1) Incase a buyer does not accept or refusescepaor refuses
to pay the price of goods after once signing areehtrelating to sale of
goods, the seller may, subject to the contractinctaompensation from the
buyer in consideration of the buyer's failure toegt or refusal to accept

the goods.

(2) While determining compensation under Clause fa)case
goods not accepted or rejected by the buyer argabie in the market,
compensation shall be determined on the basiseofiffierence between
the price of goods mentioned in the contract are rttarket or current

price.

(3) In case the seller does not deliver or refuseseliver goods
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according to the contract after signing a contratdting to sale of goods,
the buyer may claim compensation from the sellercamsideration of

his/her failure to deliver the goods.

While determining Compensation under Clause (c)case the
goods which the seller has refused or failed taveelto the buyer are
available in the market, compensation shall berdeteed on the basis of
difference between the price of the goods mentioneke contract and the

market or current price.

Chapter- 8

Contracts Relating to Agency

Contracts relating to _Agency Any person may appoint any other

person as his/her agent to do anything on his/ebalf except something
connected with his/her personal skills or to condogsiness as his/her
agent of may transaction with a third person onbeikalf or to represent
himself to such person, or to establish any kindegal relation with the

person appointing an agent and a third person,iramdse an agent is so
appointed, a contract relating to agency shall eented to have been

concluded.

Recognition of transaction made or _carried out by a agent (1) The

liability resulting from the contract concluded abigh an agent appointed
under Section 57 or from the action taken or warKfgrmed by the agent,
shall be recognized as resulting from a contrayptesd or work performed

by the principal person, and implemented accorgingl

Provided that, the principal person shall not égponsible for any action

taken by the agent beyond his/her authority.

(2) Notwithstanding anything contained in Sub-s@tt{2), among
the actions taken beyond the authority, in caseesomthem are within
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his/her authority and some beyond it, and in cageaiction taken from
within his authority can be separated principalspershall be responsible
for actions taken to the extent of his/her autlyorit

(3 Any information supplied to the agent in theurse of
transactions with the principal person throughheisagent shall be deemed

to have been supplied to the principal person.

Power to appoint Sub-agents(1) In case it is necessary to appoint, a

sub-agent according to the nature of any tradeness or transaction, or in
case a sub-agent can be appointed according tdsymowvcontained or

practice followed in the contract relating to agenbe agent may, except
when otherwise provided for in the contract, appairsub-agent with the

consent of the principal person.

Provided that, an agent who has been appointedeocandition that he/she
will personally represent or personally execute aoyk may be able to

appoint a sub-agent.

(2) In case a sub-agent is appointed under Sulbse(l), the
principal person shall be informed accordingly, aadsub-agent so
appointed in that manner shall have right and dgtyal to that of the agent

appointed by the principal person.

(3) Incase any agent appoints a sub-agent witi@utonsent of
the principal person, the latter shall not be raspae for any action taken
or work performed by the sub-agent. A sub-agenggpointed shall be

personally responsible.

Matters to be complied with by agent: (1) Except when otherwise

provided for in the contract, an agent shall comywigh the following

matters:

(@) Work subject to the conditions of the contreadating to
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agency and the directives issued by the principedqn.

(b)  Incase no condition has been mentioned irctimract or
the principal person has issued no directive, thent
shall work as entrusted to him/her in the mannewxhich
it has to be performed according to the naturdefttade
and business and the laws and practices of thes piéc
transaction, withbona fide motive, full dedication and

necessary skills and efficiency.

Provided that in case the principal person hasoavledge
in advance that the agent has a knowledge in aéradt
the agent has no skill or capability in respectatyy
subject, the agent shall not be responsible forlasy or

damage resulting from such lack of skill or capabil

(c) An agent who has been removed from his/hertiposi
shall not do anything on the same subject, as égfoithe

capacity of an agent.

(d) The agent shall supply or show details of aoctcand
record relating to the agency business when deahyged

the principal person.

(e) In case any obstruction, obstacle or difficudtises in the
course of performing work relating to agency, tlyera
shall notify the principal person as soon as pdssimd
obtain necessary directives, and the principalgreshall
him/herself be responsible for any action takeroetiag

to the directives so issue.

(2) In case the principal person suffers any lossdamage

because of the failure of the agent to fulfill hes’ duties under Clause (a),
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(b) and (c), agent shall personally bear loss aradge so incurred.

Agent to be responsible: (1) Except when otherwise provided for in

the contract, the agent shall be personally resplenfor transactions made
by him/her on behalf of the principal person in tHellowing

circumstances:

(& In case he/she concludes a contract with d tharty in
relation to any transaction with provision for paral

responsibility.

(b) In case any work has been done for or on bebfalin
unidentified principal person, in case the printiparson

is not identified;

(c) In case the principal person can not be suedafty

reason;
(d) Incase the contract has been signed in hisfh@rname;

(e) In case anything has been done in contraverifothe
contract relating to the appointment of agent oyone
his/her authority;

()] In case any fraud or cheating has been comaditiethe

course of the transaction

(90 Incase the agent has to bear personal Ixlaiticording to

the nature of the trade;

(h) In case the interest of the agent is also wealin the

transaction.

(2) Except when otherwise provided for in the cactrconcluded
between the agent and a third person, only the that the gent is

personally responsible under Sub-section (1) gi@tlibe deemed to have
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prejudices the right of the third person to make ataim against the
principal person and legal action may be initiaggainst the principal

person as well for arrears due from the agent.

(3) For the purpose of initiating legal action agdithe principal
person under Sub-section (2), the time limit shalldeemed to have begun

from the date of the last payment made by the agent

Termination of agency (1)  Except when otherwise provided for in

the contract, the agency shall be deemed to Bps@facto terminated in

the following circumstances;
(@) Incase the agent voluntarily decides not taticae it;

(b)  In case the principal person conceals the atyhgranted
or contract signed with the agent or gives a notiicéhe
agent regarding the impossibility of complying witte

contract;

(c) Incase the agent has been appointed for asgifgpwork

that works is completed;

(d) In case the agent has been appointed for afispeeriod,
after the expiry of that period;

(e) In case the principal person or the agent |dasfher

senses;
()] In case the principal person is declared bapikru

(g In case the subject regarding, which the adpst been

appointed no longer exists;

(h)  In case an agent is appointed by a company agant of

a company, if the company is liquidated.

(2)  All or any of the power granted by the prindiparson to the
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agent may be cancelled at any time before the agr@eicises them.
Provided that, in case the agent has already eseetsiome of such powers,
the work performed regarding to those powers gsiatllbe deemed to have

been cancelled.

(3) Notwithstanding anything contained elsewhere ftimis
Section, in case the agent has a share in the ppyopmnnected with the
main subject of the agency, the agent may not bmidsed, in such a

manner as to have a negative impact on such share.

Prohibition to remove an agenit (1) Except when otherwise provided

for the contract, in case an agent has been apggofat any specific period
or work, the principal person shall not remove Iien/before that period or
before the completion of that work without apprapei and sufficient

reasons.

(2) An agent who has been appointed without prbsagiany
specific period or work can not be removed with@utprior notice

mentioning appropriate reasons;

(3) In case the principal person removes any afgeatmanner
opposed to Sub-sections (1) or (2), the principatspn shall pay a
reasonable compensation to the agent.

Agent prohibited from giving up agency (1) Except when otherwise

provided for in the contract, the agent who haslaggointed for a specific
period or work shall not stop working as an agesfote the expiry of the
specific period or completion of the specified warkhout appropriate and

sufficient reasons.

(2) An agent who has been appointed without spewfyhe period
or work under Sub-section (1) shall not give upttivark without informing

the principal person in advance along with the oeasor doing so.
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(3) In case any agent stops working in that capamintrary to
Sub-section (1) or (2), the principal person magincl a reasonable

compensation.

Sub-agent also to leave if agent leave$ case an agent no longer

remains in that capacity under this act, the sudntgppointed by him/her

shall also be deemed to have automatically left.

Chapter- 9

Contracts Relating to Transportation of Goods

Contracts relating to Transportation: (1) A contract relating to

transportation shall be deemed to have been coedlifdt provides for the

transportation of goods from one place to another.

(2) Except when otherwise provided for in the cact the
receipt to be issued by the transporter to the owafiegoods for their
transportation at the time of handling them over the purpose of

transportation shall be recognized as proof of re@ttbetween them.

Explanation:

For the purpose of this Chapter, the term ‘trartsponeans a person
operating a transport service other than air onmearansport, or a person
operating a business of such operation, and the #&so includes a person

operating the transport business through animahgrother means.

Provided that, in case any person employed by weep of goods
on wage basis or his/her agent or a person worknagr him/her transports
goods, he/she shall not be recognized as a traespor the purpose of this

chapter.

Transporter's obligations: (1) It shall be the obligation of the

transporter to transport and condition goods rexkivom their owners for
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transportation at the prescribed place and in freiper condition.

(2) In case goods received from the owner for fpartation are
lost, destroyed, broken, harmed or damaged, oase ¢hey do not reach
their destination in proper condition for any othlieason, the transporter

shall be held responsible.

(3 The transporter shall transport goods withire theriod
mentioned in the contract, and within a reasonpbigd in case no period
for transporting the same has been mentioned inctimgract, and hand

them over to their owner or his/her agent or a@eesignated by him/her.

First transporter to be held responsible in case gmls are

transported through several means of transport:

In case it becomes necessary to transport goodsighrmore than one
transporter or though more than one means of tatsghe transporter to
whom the owner of goods has handed them over bhalield personally
responsible for the purpose of this chapter, exedy@n otherwise provided

for in the contract.

Liability of transporter to be limited : (1) Except when the owner of

goods or his/her agent has clearly declared atitine of concluding the
contract that the goods to be transported are wodte than Ten Thousand
Rupees or except when otherwise provided for incthr@ract, the amount
of compensation to be paid by a transporter forlagy or damage to goods
transported by him/her shall not exceed Ten Thodigupees.

(2) Notwithstanding anything contained in Sub-satt(1), the
transporter shall not be held liable for any losgl@mage to gold, sliver,
diamond jewels or goods made thereof, precious estamegotiable
instruments, securities, documents registered bgesf certificates issued

by educational and other institutes, coins, bankesiopostal stamps, fish,
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meat, fresh fruits and vegetables, insecticidelaimimable materials,
petroleum products, precious art pieces, idolspogmods or fragile goods,
wildlife and pets, handicrafts, arms and ammunijtierplosives, radio,
television, computer and similar other goods andirthspare parts,
machinery and goods specified in prevailing lanthese which have to be
declared by the owner before their transportaxeept when the owner or
his agent has clearly declared them at the tim&gofing the contract or at
the time of handing them over to signing the catter at the time of

handing them over to the transportation for ta@sporter.

(3 For the purpose of bearing the risk involved time
transportation of goods mentioned in Sub-sectignt{iz transporter might
have them insured against the risk through theinesvor his/her agent or
by him/herself by collecting a separate fee for plepose, or take other

necessary arrangement to avoid the risk.

Transporters to be responsible A transporter shall pay a reasonable

compensation to the concerned owner for any loskorage in the process
of transportation of goods declared at the timesighing the contract of

handling them over to the transporter for tranggarh under this Chapter,
or for goods which need not be declared, as praovide in the contract, if

any, and, if not, reimbursement of the transpogealds with the agreement
of their owner, or in case no such agreement ishexhor can be reached,
according to the current price of the goods, antiafcurrent price can not

be determined, according to a reasonable pricgeciuio Chapter 12.

Transporter's liability to be ended: Except when otherwise provided

for in the contract, the liability of a transportsinall be deemed to have

ended in any of the following circumstances:

(@) In case the transporter or his agent transgbe goods and

hands them over to the owner or his/her agent, peraon
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designated by him;

(b) In case the goods handed over to the traresparé received

back by the owner or his/her agent.

(c) In case the transporter or his agent returasgods to the
owner or his/her agents citing the reason why thedg can
not be transported within the prescribed period the
circumstances mentioned in Clause (b) of Sub-sedi) of
Section 79.

Chapter- 10

Time, Procedure and Place for Performing Contracts

Times and Procedure of performing contract (1) In case the time

and procedure of performing the contract has beemtioned in the
contract, it shall be performed within the spedfieme and according to

the specified procedure.

(2) In case no time or procedure of performingwlegk mentioned
in the contract has been specified, whereas, e ¢hs work can be
performed only at any specific time or accordingity specific procedure,
the contract shall be deemed to have been conclsided to perform the

work at that time and according to that procedure.

(3) Except in the circumstances mentioned in Suhbiae (2), in
case the time and procedure of performing the aohthas not been
mentioned in the contract, the contract shall befopmed within a

reasonable time by adapting a reasonable procedure.

Place for performing contract: (1) In case any specific place has

been specified in the contract for performing therky the work shall be

performed at the same place.
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(2) In case any party has to hand over or delg@vds to the
other party under the contract, and the place wtlesee goods are to be
handed over or delivered has not been specifi¢ideiirontract, the contract
shall be deemed to have been concluded with a gioovto and over or
deliver the goods at the place where those go@dstared.

(3) In case the specific place where the work tneed in the
contract has to be performed, has not been spéaifi¢he contract, and
where as that work can be performed only in a $ipgalace, or in case the
work needs to be performed in any specific placetduhe general practice
and custom or the nature of the work, the conshatl be deemed to have

been concluded with a provision to perform at watrklace.

(4) In circumstances other than those mentione8ub-sections
(2) and (3), in case the place for performing thakvprescribed in the
contract is not mentioned in the contract, the ypaerforming the work
according to the contract shall inform the othertypato specify a
reasonable place for performing the work, and tineroparty shall specify

a reasonable place to perform the work.

Circumstances in which contracts need not be perfoned:

Work under a contract need not be performed in ahyhe following
circumstances:

(@) In case one party to the contract absolvesther party from

fulfilling the obligations according to the conttac

(b) In case a voidable contract is made void by fety

concerned;

(c) In case one can not execute the contract dite taolation by

the other party;

(c) In case it becomes unnecessary to perform tré& mentioned
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in the contract under any provision of this Act;

(d) In case it becomes unnecessary to comply vih contract

under Section 79.

Chapter- 11

Execution of Contract and Obligation Arising out ofthe Contract

Obligation _under _contract to be fulfilled: Each party to a contract

shall fulfill his/her obligation under the contract

Reciprocal compliance with contract (1) In case a contract has been

concluded with a provision requiring both partiessimultaneously fulfill
their respective obligations, and in case one pamgamentally shows a
conduct or intention of not fulfilling his/her ogktion the other party shall

not be required to fulfill his/her promise.

(2) In case the order of priority relating to flithent of any
promise has been specified in the contract itseélfshall be fulfilled
accordingly, and in case no such order of priohi#&g been specified, the
party who is required to do so first accordinghe nature of the contract
shall fulfill it.

(3 In case one promise can not be fulfilled withdulfilling
another promise under any contract containing recgd promises, the
party, which can not execute the contract becatifgedfailure of the other
party to fulfill its promise, may recover the loss damage caused by the

failure of the other party to execute the contract.

(4) In case a contract of the type mentioned ib-&ection (1)
has been concluded, and any party obstructs tle ptrty from executing
the contract, the party which becomes unable tcweeethe contract may

the contract cancel and also recover any lossmada suffered by him/her
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from the cancellation of the contract in that manne

Devolution of rights and liabilities of contract In case party to a

contract dies or loses his/her senses, the rigitiumg from the contract
shall devolve on the heir to his/her property, #mel heir shall also bear

liability to the extent covered by the propertye®ed by him/her.

Provided that, the rights and liabilities accrumig the basis of personal

skills and qualification shall not devolve on sunhr.

Person to_execute contract(l) Except when the person concluding

contract is under the obligation to execute thetraoh he/she may have it
executed by his agent or a person appointed byhemaor any other person

on his/her behalf.

Provided that, no party to a contract may transferobligations under the

contract to any other person without the consethh@®bther party.

(2) Except when otherwise provided for in the cactr once a
party accepts a work done by a third person, heYtagr not later claim that

the work has to be done by the party signing theraot.

(3) Incase two or more person have jointly sigaedntract with
any other party, any of the persons jointly signihg contract shall fulfill
or cause to do so for the fulfillment of the obtiga under the contract,

except when otherwise provided for in the contract.

(4) In case any person has fulfilled his/her olilga under Sub-
section (3), the person so fulfilling the obligaso may recover
compensation or loss on a proportionate basis frenother persons jointly

signing the contract.

(5) In a contract signed in the manner mentione8uhb-section (3),

in case any party gives concession to any pers@wndiag to the other
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party from the obligations of his/her share, theeotperson shall not be free

from the remaining obligation of the contract.

Only the party shall have right to execute the comfact: (1) Only a

person who is a party to a contract may demandettexution of that

contract from other party.

Provided that, in case the contract has been sifprethe benefit of any
person, such person may demand the execution bfctirdract even if

he/she is not a party to that contract.

(2) In case two or more than two persons jointlyeagupon to
perform or not to perform any work, except whereottise provided for in
the contract, all persons so concluding- the cebtraay demand the

execution of that contract.

Contracts need not executed in the event of fundam&l changes

in the situation: (1) In case it becomes impossible to execute ar@cint

as a result of fundamental change in the situgti@vailing at the time of

signing of the contract, the work under the contresed not be performed.

(2) Without prejudice to the generality of Sub-sawct (1),
fundamental change shall be deemed to have com#heansituation
prevailing at the time of signing of the contrastany of the following

circumstances:

(@) Incase the contract becomes illegal and itncarbe

executed:;

(b)  In case it becomes impossible to execute tmdract due to
emergence of such situationswaar, floods landslides, fire,
earthquakes, and volcanic eruptions, which are e yibe

control of human beings;
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(d)

3)

In case anything essential for executing thentraat is
destroyed or damaged, or no longer exists, or aatnbge

obtained;

In case the contract has been signed with aiigpom to

provide services on the basis of efficiency, stiltalent, and
the person providing such service dies or losedhdrssense
or becomes incapable of performing the contracabse of

physical or mental disability.

Notwithstanding anything contained in Sub-satti(2),

fundamental changes shall not be deemed to have dgonthe situation

prevailing at the time of signing the contract inyaof the following

circumstances:

(a)
(b)
(€)

(d)
(€)

(f)

(4)

In case it becomes difficult to perform the raat;
In case profit margin is low or loss is expegte

In case any party to a contract is dependeotwgny third
party who is not a party to the contract for parforg the

contract, if the third party commits a mistake @cbmes

unfit;
In the event of strikes and lockouts;

In case it becomes necessary to pay addititanalfee or

other revenue;

In case the contract has been signed with sé\ajectives

and only some of them can not be fulfilled.

In case it becomes impossible to execute dracnbecause

of fundamental changes in the situation as memndianeSub-section (2),

action in the following matters shall be taken @fotvs;
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(a)

(b)

(€)

()

The amount paid by one party to the othermsaeration of
the contract before such a change in the situaicars shall

be refunded to the other party.

Payment to be made or due from one party ¢odtier in
consideration of the contract shall not be maderadtich a

change in the situation.

In case any party has performed any work od pay amount
before such a change in the situation, such wor&noount
shall be calculated and the amount to be paid th @ther
should be determined, and reasonable expensegsddchy
one party in consideration of the contract may éeowered

from the other party.

Notwithstanding anything contained in this $&ct after the

end of the situation mentioned in Clause (b) of-Setion (3), the parties

to a contract may agree to fulfill their respectoigligations by executing

the contract.

Facilities to _be provided: The parties to a contract shall provide

facilities needed for executing the contract frdmit respective sides. In

case the contract can not be executed due to dadfirproviding such

facilities, the party failing to execute the coetran that manner shall not

be held responsible.

Contract may be suspended or altered(1)In case the parties to a

contract agree, all or any of the portions of trekvto be performed under

the contract may be changed or amended, the tmefbr performing any

work under the contract extended, the contractenudgd by not making it

obligatory to perform any work to be performed untlee contract for

some time, the work mentioned in the contract maydplaced by another
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work, or a new contract may be signed as a replanémf the original

contract.

(2) In case any change or amendment is made ircdh&act
under Sub section (1), a new contract shall be deem have been signed,
and the contract shall become effective accordiniglgzase a new contract
is signed in this manner, liability under the ialticontract need not be

borne except when otherwise provided for in thetrean.

Chapter- 12:

Breach of Contract and Remedies

82._Breach of contract (1) In case any party to a contract does not riegtgitity

83.

under the contract, or gives a notice to the oplagty that he/she will not
perform the work to be performed under the confractin case his/her
action or conduct shows that he/she is incapablpeoforming the work

under the contract, he shall be deemed to havelbedahe contract.

(2) Incase a party has broken the contract uBdérsection (1),
or in case his/her action or conduct shows thasheehas not basically
compiled with the contract, the other party shadt e compelled to
perform the contract, and may cancel the contrgctumishing a notice

thereof to the other party.

Compensation on breach of contract:(1) In case a contract has been

breached under Section 82, the aggrieved partyresize from the party
who has broken the contract, the actual loss oradensuffered by him/her
a result of such breach of contract of the lossdamage, which the

contracting parties had anticipated at the timeigriing the contract.

(2) In case the contract provides that any smeafmount or
compensation shall be paid in the event of breddowtract, the aggrieved
party may recover from the other party a reasonafmeunt not exceeding
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that amount.

(3) In case the amount of compensation under $abes (2) is
not mentioned, the party making a claim for sucimgensation may realize
a reasonable amount in consideration of the daedtactual looser damage
that has resulted form the breach of contract,nocansideration of the
breach of contract, or in consideration of the bheaf contract, or in
consideration of compensation. No compensation beanecovered for any

indirect or imaginary loss or damage.

(4) In case a contract has been signed for camglany work
within a specific period, and in case provision basn made for payment
of compensation under Sub-section (1) for failuwecomplete that work
within the specific period, the party paying comgeion may request for
extension of the period for completing the contrexctproportion to the

amount paid by him/her as compensation.

Compensation in the event of cancellation or termiation of

contract: (1) In case a contract is terminated with the mutoasent of
both parties or it is no longer necessary to perftre contract under this
Act or other prevailing laws, or in case the costiia made void under the
law or becomes void or cancelled under this Ad¢eradne party has already
received some amount in cash or in kind or anyroienefit from the.
other party as per the contract, the cash or gatatsh have to be refunded
after adjusting the accounts until the term of ¢betract expires from the
amount paid in cash or in kind shall be refundedcdse any service or
benefit other than cash or goods has been provitedbeneficiary must
pay a reasonable amount to the other party in deraiion thereof.

O

" Deleted by the Act Amending Some Nepal Acts, 2064
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(2) In case it becomes necessary to initiate lagdbn owing to
the non-refundment of the amount paid in cash iod kir the non-payment
of amount under Sub-section (1), the concernedypardy also realize

reasonable expenses incurred for the purpose.

Right to recover a reasonable amountThe aggrieved party may claim

payment in proportion to thevork performed or the amount paid by
him/her in cash or in kind in any of the followingcumstances;

(@) In case the contract is terminated due tontlietake of the other
party at a time when he/she has already complétedvork to be

performed under the contract or was performing it;

(b)  In case the other party utilizes any servicceammodity that has
been given to him/her without the clear intentidrgiwing it free of
cost.

Execution of contract as stipulated (Specific perfonance): (1) In

case the cash compensation paid in consideratiotheofactual loss or
damage suffered by the aggrieved party as a resbiteach of contract is
not reasonable or adequate, the aggrieved partydeanand the execution
of the contract as stipulated specific performainsgead of making a claim

for compensation.

(2) Notwithstanding anything contained in Subtiset (1), no
claims for execution of the contract as stipulagpecific performance shall

be heard in any of the following circumstances;

(@) Incase the amount paid in cash as compendatidmeach of

contract is adequate;

(b)  In case the court can not supervise whethaobthework to

be performed under the contract has been actuatipined;
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(c) In case the contract has been signed for prayidervices

relating to personal expertise, skill or knowledge;

(d) In case the situation isuch that the contract can not be

executed as stipulated,;

(e) In case the party violating the contract himgb# demands

that the contract be executed as stipulated.

Power of the judiciary to issue orders (1) In case it becomes

impossible to execute the contract because any dndut to take any
action or behave in a manner contrary to the naifitlee contract, the party
aggrieved by such action or conduct may file a damp with the

Appellate Court to stay such action or conduct.

(2) In case a complaint is filled under Sub-setiid), the court
may issue an appropriate order to any party to ichately stop his/her
specific action or conduct with a provision to keethe dispute resulting
from that contract according to the contract or varkng law,
notwithstanding, anything contained in prevailiag!

(3) In case such order is issued, the aggrievety paay also
realize the additional loss or damage resultingnftbe failure of the other

party to comply with the order issued under Sulitsec?2).

Chapter- 13

Miscellaneous

Prevailing law to be obeyedin case prevailing law prescribes that any

specific procedure must be followed for executing apecific contract, or
that any specific contract, must be registeredngt government office, a

contract signed without fulfilling such formalitistall not be valid.

Limitations: (1) In case prevailing law prescribe any specifitithtion
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in respect to any specific contract or any specrhatter relating to

contracts, such time limits shall be applicable.

(2) Complain in respect to the following contraacts matters
other than those mentioned in Sub-section (1) shatllbe heard unless

these are filed within the limitation as mentiorieadeunder;

(@ Inthe case of void a contract, to have thenladed void at

any time;

(b) Inthe case of a voidable contract, within aryfeom the date
when the party that can have the contract declwoéetblearns

about the reason for having the contract declavdxk tvoid;

(c) Inthe case of contracts mentioned in Chapterithin two
years from the date of emergence of the reasotiling a

lawsuit;

(d) Inthe case of any other claim under this Adathin two years
from the date of emergence of the reason for fiinlgwsuit

for such a claim.

90. Repeal and saving:The Contract Act 2023 (1966), and the Chapter on

Bailment and Deposits of the Muluki Ain (Legal Cpdieve been repealed.
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