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Important questions are specifically highlighted

Systematically unit wise drafted answers by author in easy language as per IC/
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[ 222 [ Agreements. the object or consideration of which is 23 47
unlawful & oppose to public policy
2.23 Agreements. part of the consideration or object of which 24 49
is unlawful and the unlawful object. cannol be separated
from the lawlul objects
2.24 Agreements in restraint of marriage 26 50 |
2.25 Agreements in restraint of trade 27 50 l
Uncertain Agreements 29 33 l
2.26 Wagering Agreements 30 53 j
2.27 Miscellaneous Questions - 35
Unit — 4: Performance of Contract \
S.no Topic Section | Page l
2.28 Obligation of parties to contracts 37 58 l
2.29 Person by whom promise is to be performed 40 59 41
2.30 Effect of accepting performance from third person 41 59 4]
2:31 Effect of refusal of party to perform promise wholly 39 & J
2D Devolution of joint liabilities | Any one of joint promisors may 42.43 & 44 63
be compelled to perform | Each promisor may compel
contribution | Sharing of loss by default in contribution | Effect
of release of one joint promisor.
2.33 Performance of reciprocal promises 51 67 ‘
2.34 Appropriation of payments 59.60 & 61 67 ]
2.35 Agreement to do impossible act 56 70 J
2.36 Contracts which need not be performed 62-67 70 J :
25 Obligation of person who has received advantage under void 65 72 f
agreement, or contract that becomes void. J |
2.38 Discharge of Contract 3 75 l
2.39 Miscellaneous Question = 76 l
Unit— 5: Breach of Contract and its Remedies \
S.no Topic Section Page ]
2.40 Anticipatory breach 19 78
2.41 Compensation for loss or damage caused by breach of contract 73 78
2.42 Quantum Meruit l 82
2.43 Compensation for breach of contract where penalty stipulated 74 83
for l
Difference between ‘Liquidated Damages’ and ‘Penalty’ 84
Specific Performance ; 84
Vindictive or Exemplary damages d 85



CS LLM Arjun ( hhub,
(Law "’l:-'_-..ln
Mo: 62 62 62 143 8/ 9552 53 143 ¢

and Q""”i

‘ontingent

(v Unit—=06: ¢ B
S.nn Topit 29
Y 46 Contingent € ontraets & nies ;
" 47 Quasi Contract Deemed Quasi { ontrad
: e s af Contract
=y Chapter 2A - Special Type L Section
_"Q.' S.no Fopie 124
» Al Contract of Indemnity 'TW__
i-ii A Contract u!‘("'lml"‘_”"ec s | -
|- 2A.3 DilTerence b/w Indemnity and Guarantee gie [SE—— |
. - 2A.4 Principle debtor is minor 50, 131
' 2A.5 Revocation of Continuing ('ﬁiu;wanh?f - ]'31
i "‘::' 2A.6 Discharge of surety by variance in terms 1.11 contract = ‘1
o 1 2A.7 Discharge of surety by act of creditor . o
ﬂ 2A8 Surety’s right to benefit of creditor’s .%cc%irltles -
-z 2A9 Guarantee obtained by Misrepresentation =
,_:: 2A.10 Guarantee obtained by silence 143
| 2A.11 Equality of burden is the basis of Co-suretyship 146
‘ 2A.12 Bailment 148-149 L)
I 2A 13 Duty of bailor 150 107
2A.14 Bailee liable for negligence 151,152 108 |
2A.15 Unauthorised use of goods by bailee 154 109 |
. 2A.16 Mixing of goods by bailee 155. 156 & 109 \
|57
, 2A.17 Duties of Bailee 160 & 161 110 !
2A.18 Bailee's right of lien 160 & 161 111 l
2A:19 Bailor entitled to increase or profit from goods bailed 163 111 ]
2A.20 Bailment on basis of reward - 113 |
2A.2] Finder of lost goods 168 & 169 113
2A.22 General lien of Bankers 171 114 j
2A.283 Definition of pledge pawn ete & characterstics 172 114
2A.24 Right of retainer = B = |
[ 2A.25 Pledge by Non - owners 116 =
2A.26 Minor as agent 184 | =
2A.27 Authority in an emergency 189 17
2A.28 Bailment Vs pledge - I I.
2A.29 Sub Agent 19 r —
2A.30 No ratification without knowledge Ii‘lL l,l}
2A.31 Ratification of Authority m.] I_-.I
2A.32 Agency coupled with interest :t lﬁ Il
2A.33 Business according to principals direction ::I l \
2A.34 Agent concealing fact & acting dishon estly 31 :\" = ] —
215 & 216 l;‘__J

CS LLM Arjun Chhabra
(Law Maven)
Mo: 62 62 62 143 8/955252 143 8




¥
:‘n)

CS LLM Arjun Chhabra
(Law Maven)
Mo: 62 62 62 143 8/9552 52 143 8

2A.35 When agent exceeds its authority 226 124
2A.36 Agent not liable 230 5
2A.37 Agency by estoppel 237 125
2A.38 Agency by legal presumption 126
2A.39 Agreement void 65 127
Chapter — 3 The Sale of Goods Act, 1930
Unit 1: Formation of the Contract of Sale
S.no Topic Section Page
3.1 Sale and agreement to sell 4 128
3.2 Sale Vs Hire Purchase 3 131
3.3 Goods and its types 2 131
?‘f Delivery & its types 2 132 |
3.5 Goods perishing before making of contract | Goods perishing 7-8 133
before sale but after agreement to sell
.6 The price 9-10 135
3.7 Miscellaneous (Mix) Questions 136
Unit— 2: Conditions & Warranties
S.no Topic Section Page
Condition and warranty 12 138
3.8 When condition to be treated as warranty 13 138
3.9 Implied condition - Sale by description 15 139
3.10 Implied condition as to quality or fitness 16(1) 140
aull Implied condition as to merchantability 16(2) 146
5l Implied condition - Sale by sample 17 151
213 Sale by sample as well as by description 15 & 17 153
3.14 Implied Warranties 14 & 16 154
315 Caveat Emptor - 155
3.16 Exclusion of implied terms and conditions 62 l 156
Unit— 3: Transfer of Ownership and Delivery of Goods
S.no Topic Section Page
e Transfer of Property in Ascertained/ Specific Goods 19-22 158
3.18 Transfer of Property in unascertained Goods 18 & 23 1359
3.19 Transfer of Property in case Goods sent on Approval or on Sale 24 161
or Return basis
3.20 Seller's reservation of the right to dispose of Goods 25 163
3.21 Risk prima facie passes with property 26 163
3.22 Sale by person not the owner 27-30 & 54 164
22903 Sale by one of joint owners 28 167
3.24 Sale by person in possession under voidable contract 29 167
3,25 Seller or buyer in possession after sale | Sale by person in 30 168
possession after sale
26 Delivery of wrong quantity 37 169
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4.27 Difference Partnership Vs Lo ownership
Unit 3 - Registration and dissolution of a firm
S.no Tapic mm
4.28 Dissolution | Dissolution of firm vs. dissolution of partnership |
4.29 Registration al firm m“
Chapter — 5 The Limited Liability rartnership
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5.8 Effect of registration 14 “
5.9 Name 15 “
5.10 Reservation of name 16
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5.12 Registration of changes in partners 5
5.13 Conditions under which LLP will be liable
5.14 Unlimited Liability
5.15 Maintenance of books of account, other records and audit. etc l 23
5.16 LLP Vs LLC | . l 239
5.17 LLP Vs Partnership ] - l 241
5.18 Circumstances in which LLP may be wound up by Tribunal | 64 \ 241
Chapter — 6 The Companies Act, 2013
S.no Topic [ Section \ Page
6.1 Company & foreign company i< l 2 (20) & (42) ]
6.2 Private Company [ 2 (68) l
6.3 Holding & Subsidiary Company l 2 (46) & (87) \
6.4 Government Company l 2 (45) ]
6.5 Associate Company l 2 (6) l
6.6 Small Company l 2 (85) \
6.7 Classification of Companies on the basis of liability 2 (21) (22)
‘ (92) \
6.8 Listed & Unlisted Companies l 2 (52) \
6.9 One Person Company 2(62) ]
6.10 Formation of Companies with Charitable Objects, etc. 8 l
6.11 Classification of Capital ; l
6.12 Memorandum of Association 4 \
6.13 Doctrine Of Constructive Notice [Negative Doctrine] - l
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Indian Regulatory I amework

Chapter |

country?’

()l.lr»-ilnn |

What are the main sources of law in India, i the legal framework of the

and how do they contribute

\ nswel

I'he main sources of law in India are the ( nd State Assemblies,

onstitution, statutes passed by Parliament a
cvstem is founded on the principles

legal
all laws

judicial precedents. and established customs and usages India's
as the fundamental basis for

of parliamentary democracy, with the Constitution serving
T I e o i =
Parliamentand State Assemblies, where elected representatives make laws. are the ultimate law -making
YO e / R [ = . . - . 1
bodies. While laws passed by Parliament apply across India, state legislatures enact laws applic able only

within their respective states.

(‘)m‘ﬂ[mn 2

Explain the distribution of law-making powers between the Governments

Central Government and State

as outlined in the Indian Constitution

.-‘\n_\-\\ €r:
The Government of India Act, 1935, was a precursor to the Indian Constitution and played a crucial role in defining
system. It allocated powers between the Centre and the States 1o
had jurisdiction over appellate, original, and advisory
| Court to advise the

the transition from a "unitary” to a "federal"

prevent conflicts. The Federal Court, established in 1937,
matters. including civil and criminal cases. The Advisory Jurisdiction allowed the Federa
Governor-General on public matters. The Federal Court was eventually succeeded by the Supreme Court of India
forms the comerstone of the Indian I

of citizens. Fundamentalr

| system. It outlines the

The Constitution of India, adopted in 1950,

framework for the democratic system and therigh
1g a strong foundation for laws made for and by the people. India's legal

1ts and responsibilities ights and duties
are enshrined in the Constitution, providu
system is a hybrid one. with interconnected laws.

The Constitution divides the law-making power between the

Qtate List, and Joint List. Matters listed in each list det
lls underthe Central List. resultingin a

Governments through

Central Government and State

ermine whether a subject becomes

three lists: the Central List.
or both. For instance, Income Tax fa

the domain of Central law, State law,
or the entire country, administered by the Central Government's Ministry of Finance. in

governed by both Central and

single Income Tax law |
State laws, exemplifying the

contrast. issues like the levy of stamp duty are

nature of Indian law-making.

cooperative

Qucstion 3
a Bill, undergoes in India before becoming an

Deseribe the legislative process th
Act of Parliament. Explain the key stages and authorities involved in this process.

Answer:
In India. the legislative proc

First. the Bill is introduced in eitherthelL
Lok Sabha, it proceeds 10 the

at a proposed law. also known as

ess for a pJ'op.oqul law. known as a Bill, involves sey eral key stages and authorties
ok Sabha or the Rajya Sabha, where it is subiect to discussion and debate

approval n

Rajya Sabha for further consideration. Following

After passing in the
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resident provides assent. the law

a for assent. Once the P

e s s President of Indi 3
both houses, the Bill is presented to the President « Ihe effective date of the law is mentioned

is officially notified by the Government in the MTicial Giaz
it becomes an Act of Parliament. i |

ette ol India

in the notification. and at this point
quslimn 4

Explain the fundamental differences betwe
the kev legal frameworks governing each type of law

en Criminal Law and Civil Law in India. Provide insights into

and their primary objectives

\ nswer

= o eh ffere 15€
In India, Criminal Law and Civil Law are distinct legal domains w ith different purpe
aw or public wrongs and the subsequent

sand frameworks

Criminal Law is concerned with violations of the rule of | ; hei
: i o i “ode ich defines ¢ es, their nature,
punishment. It is primarily governed by the Indian Penal Code. 1860, which defines crimes, the e

He (C > Crimi 7 'rpc ines the procedural
and the associated penalties. The Code of Criminal Procedure. 1973 (Crpc), outlines the proc

aspects for enforcing these penalties. :
Examples of criminal offenses under Indian law include murder. rape, theft. fraud. cheating. and assaut
The focus in criminal cases is on punishment and societal order.

In contrast. Civil Law pertains to disputes between individuals or organizations and focuses on resolving
conflicts rather than punishment. The Code of Civil Procedure, 1908 (CPC), governs the process and
administration of civil law

Civil law encompasses various areas such as Law of Contract. Family Law, Property Law, and Law ol
Tort. Examples of civil offenses include breach of contract. non-delivery of goods, non-payment of dues,
defamation, and disputes between landlords and tenants

Questiml 5
Explain the concept of Common Law and the principle of Stare Decisis in the Indian legal system. How does State
Decisis influence judicial decisions. and what is its significance in legal proceedings?

Answer:

Common Law in India is a legal system where decisions made by courts in previous cases serve as binding
precedents for future cases. The doctrine of Stare Decisis. a Latin phrase meaning "to stand by that which is
decided." is fundamental tothis legal framework. It mandates that courts must follow the principles or judgments

established in previous cases when ruling on similar or analogous cases, This principle helps maintain consistency

and predictability in the legal system.

In practical terms, when a new case presents facts and circumstances similar to a prior case with a legal precedent,
the doctrine of Stare Decisis obliges the court to follow the earlier decision. This ensures that the law is applied
consistently and that individuals and organizations can rely on established legal principles when navigating the
legal system. ' 1
Stare Decisis is of great significance in the Indian legal system as it promotes fairness. equity, and the rule of law
by ensuring that legal decisions are not arbitrary but based on established leoal principles. It provides guidance to

a

both the judiciary and legal practitioners when interpreting and applying the law to specific cases

you elaborate on the key responsibilities and functions of the Ministry of Finance within the Government of
¢ How does it impact the daily work of a Chartered Accountant, and why is it significant for the financial
cape of the country?
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The Ministry of Finance, also known as Vitta Mantralaya, is a vital government department in India resp?nslble
for the nation’s economy. It serves as the Treasury of India and has a wide range of responsibilities. These m'clude
taxation. the formulation and enactment of financial legislation, oversight of financial institutions, regulation of
capital markets, management of both central and state finances, and the presentation of the Union Budget.A

For Chartered Accountants, this ministry holds immense importance as many aspects of their dail}; professmn_al
activities are influenced by its policies and proclamations. It impacts their work through tax regulations, ﬁ.n:j.nCIal
reporting standards, and compliance requirements. Chartered Accountants play a crucial role in helping indlwd.uals
and businesses navigate these financial aspects efficiently while ensuring compliance with the Ministry's directives.
The presentation of the Union Budget is a highly anticipated annual event that reveals the tax rates and budget
allocations for the upcoming year. It has far-reaching effects on the financial planning and strategies of businesses.
investments, and the common man. Finance professionals, including Chartered Accountants, closely monitor the
Union Budget as it significantly influences financial decision-making, investment choices, and tax planning for
their clients,
Given the Ministry of Finance's broad influence on the economic and financial landscape of India, it's no surprise
that several ministers have opted to hold the portfolio of Finance Minister. This underscores the ministry's critical

role in shaping the country's economic policies and regulations

Questiml 7

Can you describe the structure of the Indian judicial system, including its key components and their respective roles

within the system?

A nswer: The Indian judicial system is a complex and hierarchically organized system that serves as the guardian
of the rule of law and justice in the country. It can be divided into multiple layers, each with its specific functions

and jurisdictions.

Supreme Court of India: At theapex of the Indian judicial system is the Supreme Court. It acts as the highest
court of appeal and is responsible for interpreting the Constitution and ensuring uniformity in the application of
laws throughoutthe country. The Supreme Court can hear appeals from High Courts and other specialized courts,
making it the ultimate authority in legal matters.

High Courts: India has 25 High Courts, each serving one or more states or union territories. High Courts

have jurisdiction over their respective states or territories and serve as appellate courts for cases decided

by lower courts. They also have the authority to issue writs and handle matters related to the violation of
fundamental rights.

District Courts: Below the High Courts are District Courts, which are established in every district of the
country. District Courts handle civil and criminal cases and are typically the first level of the judiciary
that individuals encounter. These courts have the authority to try cases involving a wide range of issues.
Subordinate Courts: Subordinate Courts, also known as lower courts, come under the District Courts.
These include various levels of courts, such as sessions courts, magistrate courts, and specialized courts
family courts, consumer courts). Subordinate Courts primarily handle cases within their specified

(e.g.,
\Is from their decisions can be made to the District Court or High Court, depending

jurisdictions, and appe:

on the nature of the case

Page | 3
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specialized courtsto handle specific |

rts: India has various tribunals and
ome
1 their respective areas of law.

dto ensure access to justice for residents
d aim to reduce the burden on

Tribunals and Specialized Cou
types of cases. These include the National Green Tribunal, Inc
which are designed to expedite justice and provide expertise if
Gram Nyayalayas: These are rural or village courts establishe
of rural areas. Gram Nyayalayas handle petty civil and criminal cases an
higher courts.

In summary, the Indian judicial system is structured witl
High Courts, District Courts, and Subordinate Courts.
Nyayalayas contributeto a comprehensive system that aims t

Tax Appellate Tribunal, and others,

) the Supreme Court at the apex, followed by
Specialized tribunals and village-level Gram
o provide access to justice for all citizens.
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Chapter 2 - The Indian Contract Act, 1872
Unit — I Nature of Contracts
Definitions under The Indian Contract Act, 1872 [Sec, 2|

o % ¢ ¥ Yol : i ignifi :
I. Il_upﬂs.ll Offer [Sec.2(a)]: A person is said to make a Proposal when he signifies to diiotper
willingness to do or to abstain from doing anything, with a view to obtaining the assent of that other
to such act or abstinence.
g ) P 1o Y . i i i i

- Promiise I‘Su.i{h}]A When the person to whom a proposal is made, signifies his assent thereto, the
proposal is said to be accepted. When a proposal is accepted, it becomes a Promise.

F 7 e A . o ¥ H 1 | i | .
l}a.t.l[!l('-Ld[ Promises [Sec.2(f)]: Promises which form the consideration or part of the consideration
for each other are called Reciprocal Promises.
4. Promisor and lemisec [Sec.2(c)]: The person making the promise is called the Promisor, and the

person accepting the proposal is called the Promisee.
3. Consideration [Sec.2(d)]: When at the desire of the Promisor, the Promisee or any other person, has

dO_ne or abstained from doing, or does or abstains from doing, or promises to do or abstain from
doing, something, such act or abstinence or promise is called a Consideration for the promise.

0. Agreement [Sec.2(e)]: Every promise and every set of promises. forming the Consideration for each
other, is an Agreement.

Contract [Sec.2(h)]: An Agreement enforceable by law is a Contract.
] e I e e T YN = : i . 3 i

8. Voidable Contract [Sec.2(i)]: Anagreement which is enforceable by law at the option of one or more
of the parties thereto, but not at the option of the other or others, is a Voidable Contract.

9. Void Agreement [Sec.2(g)]: An Agreement not enforceable by law is void.

10. Void Contract [Sec.2(j)]: A Contract which ceases to be enforceable by law becomes void, when it

ceases to be enforceable.

Essentials of a Valid Contract:

(a) Agreement between two parties,
(b) Consensus-ad-idem - meeting of minds - agreeing to the same thing in the same sense. [Section 13]
(¢) Intention to create legal relationship. No domestic and social nature,

ection 13 & 14]

rQ

(d) Consent of parties must be free, [:
(e) Parties should be competent to contract, [Section 11]
i. age of majority

ii. sound mind [Section 12]

able to understand the terms of Contract

e capable of forming a rational judgment

iii. not disqualified from contracting

Page | 5
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e Writing, registered & stamped. wherever required. [Sec. L
1l contracts are agreements, but all agreements are not contracts.” Comment. |

. S Agreements but all Agreements are not Contracts™
| 1. Contract = Agreement + Enforceability by law. Thus, for a Contract, there should first be an |
| Agreement. #
If j .. - . - 3 . . - E BN I.Ih :
| 2. Agreements that do not give rise to legal obligations are not Contracts. Example: A invites B for his
j son's wedding. B accepts the invitation. This is a mere agreement, not a Contract, there being no

intention to create legal obligation.
3. Agreements to do an unlawful, immoral or illegal act, like sm uggling or murdering a person, cannot
be enforceable by law. Such agreements cannot be considered as a Contract.

- 4. Also, certain Agreements are specifically declared Void or Unenforceable. Example: Agreementsto
bet i.e wagering Agreements, Agreements in restraint of trade, agreements to do an impossible act,

etc.
5. Hence, all Agreements are not Contracts, but all contracts are in fact Agreements.

Intention to create legal relationship
Case Laws based on Intention to create legal relationship

Balfour Vs. Balfour (1919) Merritt v Merritt [1970] Rose & Frank Co. v.

I It was held that the [I. Mr Merritt’s appeal was Crompton Bros [1924]
characteristics of the unsuccessful. . The agreement was not &
agreementwas purely and 2 When parties are in the process of enforceable by law as parties | ]
completely domestic in |  separating, or are separated, the | N€Ver intended to create legal | =

U cure, Lord Justice Atkin | presumption of there being no | relationship despite being
| held that when a husband intention to create legal relations business agreement because it I’ i
- | and a wife enter into an does not apply. was having honour clause. |

Page |6 |




imended to- be bIECTE U
honour only’ and is therefore
not legally enforceable.

NS t
promise. Mrs Merritt was cmﬁj['!lmi

; - | to the matrimonial homeentirely. | W
. uestion L.S€tton2lh) ess.ehfiaJ. i souial domeshc F 70 < ¢Hon 28 1)
¥ Mr. Ramelh promisedto pay Rs. 50,006 o his wife Mrs. Lali so that she can spend the Ui e 30“:
birthday. Mrs. Lali insisted her husband to make a written agreement if he really loved her.. Mr. Rames
made a written agreement and the agreement was registered under the law. Mr. Ramesh failed to pay the
specified amount to his wife Mrs. Lali. Mrs. Lali wants to file a suitagainst Mr. Ramesh and recover the
promised amount. Referring to the app]icab]';:—[;;)_visions of the Contract Act, 1872. advise wghel‘ Mrs.
Lali will succeed. (3 Marks) [Nov 18]  Ppne )

A nswer 74

1. Partiesmust intend to create legal obligations: There must be an intentiono
create legal relationship between them.

Social or domestic type of agreements are not enforceable in court of law and hence th
into contracts.

~ contracts.

n the part of the partiesto

ey do not result

}\J

In the given question
Mr. Ramesh promised to pay Rs. 50,000 to his wife so that she can spend the same on her birthday.
However, 31|bsequently§,Mr. Ramesh failed to fulfil the promise, for which Mrs. Lali wantsto file a
suit against Mr. Ramesh.

Here, in the given circumstance wife will not be able to recover the amount as it was a social agreement

and the parties did not intend to create any legal relations.
_’Pee'lated Question: Radha invited her ten close friends to celebrate her 25th birthday party on Ist January,

e

2023 at 7.30 P.M. at a well-known "Hi-Fi Restaurant” at Tonk Road. Jaipur. All invited friends accepted

romised to attend the said party. On request of the hotel manager, Radha deposited §

the invitationand p

__-_-—'-'—_- A ———————————
5.000/- as non-refundable security for the said party. On the scheduled date and time, three among ten

-—_..__,_g—-—'“"-__'- - - . . -
invited friends did not turn up for the birthday party and did not convey any prior communication to her.

Radha, enraged with the behaviour of the three friends, wanted to.

party. Advise as per the provisions of the Indian Contract Act, 1872. Would your answer differ if the said

party had been a "Contributory 2023 New Year celebration Party" organized by Radha? (4 Marks) [June

33]50(:’0]/50,4,.‘.“‘“{- youeomept  Serbon () . €SSepdio condidion ?D}?L
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| W, said party organised by Radha had been a "Contributory
| Radha could have sued her three friends for the loss incurred Fn '.the s
| her and her friends would have fegal backing; on the basis of which Ra
‘and the parties here intended to create legal relationship. j

acation at his

Related/Expected Question

A invites B to stay with him during the winter v
residence. B accept the invitation and informs A accordingly. When
B reaches A's house. he finds it locked and he has to stay in a hotel.
Can B claim damages from A? (3 Marks)

Mr. A invites to Mr. B to stay
with him during winter vacati_m X
at his residence as it is a social |

contract

2023 New year cg}ebmlmw} -
dha deposited the advance amount.

Hint Answer

and offer and|
acceptance to hospitality does |

not create contract.

Arjun invites Sunny to Satish’s [Brother of Arjun] Birthday party.
Sunny accepts the invitation and promises to attend, Arjun made

special arrangement for Sunny at the party but she did not came.
Arjun is upset with Sunny’s behaviour, wanted to sue for loss incurred

in making special arrangements. Arjun is seeking your advice.

Arjun cannot sue sunmny for loss.
Agreement was a kind of social
nature and therefore, lacked the

intention to create legal

relationship.

A Father promised to pay his sona sum of T | Lakh if the son passed
C.A. examination in the first attempt. The son passed the examination
in the first attempt, but the father failed to pay the amount as
promised. The son files a suit for recovery of the amount. State
whether the son can recover the amount under the Indian Contract

The son cannot recover the
amount of ¥ 1 Lakh from his
father. An agreement of domestic
nature cannot be considered as a
valid Contract.

Act, 1872. [Mock Test Paper Oct 18 ICAI]

Invitation to offer Vs Offer

Question 2
A shop-keeper displayed a pair of dress in the show-room and a price

tag of Rs. 2,000 was attached to the

dress. Ms. Lgiely looked to the tag and rushed to the cash counter. Then she asked the shop-keeper to
receivethe payment and pack up the dress. The shop-keeper refused to hand-over the dress to Ms, Lovely
in consideration of the price stated in the price tag_atta_ched to it. Ms. Lovely seeks your advice \\-';e_t.hgr
she can sue the shop-keeper for the above cause under the Indian Contract Act. lS“."E. (3 Marks) [Nov

18] af obfdex

Thyitation

CS LLM Arjun Chhabra
(Law Maven)
Mo: 62 62 62 143 8 /9552 52 143 8
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Auswer
1. Offer should be distinguish

itation 1o offer:

oWl I an iny i ; *
ed rom [vitation to Offer

Offer

Basis of Distinetion Hthers 10 make an
) g B
invites ¢ i
< his | Where a person itation to
Yesning ere a person shows his Y d as an invi
psanicg “{:‘flc pm enter into a [offerto him, it is calle
willingness _
contract, it is called as an offer. offer. :
. . 1 0
an invitation
, : : rpose of making
An offer is made by a person with | The puri offers or to negotiate

ing I fer i eive the
the purpose of entering mio a offer 1s to reu_n. | [nak]ng o
the terms on which the person g

contract. ms on whi
invitation is willing to

contract.

An invitation to offer. if acted upon, only

3. Legal effect | An offer, if acted upon (i.c., 1 et
results in making of an offer.

accepted), results in a contract.

[ 2. Purpose

 ohnn o marely an invitation to offer. It is in
The display of articles with a price initin a self: shiw_h shop is merely an invitation fc _

no sense an oﬂu lbl SdIL 1hc dLLLp(dnLC of w hich Consnlulu. a contract.

In this case, Ms. Lovely by selecting the dress and approaching the shopkeeper for payment sim ply
made an offer to buy the dress selected by her. If the shopkeeper does not accept the price, the

interested buyer cannot compel him to sell.

Related Question; Shambhu Dayal started “self-service” system in his shop. Smt. Prakash entered the
shop, took a basket and after taking articles of her choice into the basket reacl hed the cashier for payments.
The cashier refuses to accept the pr ice. Can Shambhu Dayal be compelled to sell the said articles to Smt.

AATDB Afaralh 10 o 1
‘.:\"1| l\l I P

PrakaSh’Deurde as per the provisions of the Indian Contract Act, 1872. [MTP March 19,4 M
21 —4 Marks] CS LLM /

jun Chhabra (

L.aw “ dVvCll

Answer:
Same as above.

In this case. Smt. Prakash by selecting some articles and approaching the cashier for payment simply
made an offer to buy the articles selected by her. If the cashier does not accept the price, the imereste'd
buyer cannot compel him to sell.

ted Question Hint Answer

F‘L..: ted/ E (f'l_

Ajit sees a book displayed in a shelf of a book shop with a price tag | No, Book Seller is not bound to

of X 95. Ajit tenders % 95 at the counter and asks for the book. The
Bookseller refuses to sell saying that the book has already been sold
to someone else and he does not have another copy of that book in
the stock. Is the Bookseller bound to sell the book to Ajit?

sell the book to Ajit. Display of
goods with prices marked there-

on is only an invitation to offer.

CS LLM Arjun Chhabra
(Law Mave n)
Mo: 62 62 62 143 8 /9552 52 143 8
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ko . = 'u- I‘_ _- F '|-' ." 1T
offer. Quotations, menu cards, price 1285 ¥
merely invita wtions to public ﬁ&:make"-aﬂ ofter.

| cepts invitationto an offe

| In the instant case, Rahul reaches to super market and selects a washing maci:;ine thh g dlscggte : p
tag of Rs.15000 but cashier denied to sale at discounted price by saying that di .scount is closed from
and request to make full payment. But Rahul insists to sale at discounted price.

| an invitation to offer. Hence, it is the Rahul who is making the offer not the super market. Cashier has |
i right to reject the Rahul’s offer. Therefore, Rahul cannot enforce cashier to sale at discounted price.

|l] V@lated Question: Mr. Aseem is a learned advocate. His car was stolen from his house. He gave an
H ] * - e . . - - v - = .

i advertisement in newspaper that he will give the reward of Rs. 10,000 who will give the information
about his car. Mr. Vikram reads the advertisement and on making some efforts got the stolen car and

g
| informed Mr. Aseem. Mr. Aseem found his car but denied giving reward of Rs. 10,000 to Mr. Vikram
| with the words, “An advertisement in newspaper is just an invitation to make offer and not an offer.

er Indian Contract Act, 1872,

: _.I : : Hence, he is not liable_ggmaké the reward.” State with reasons whether und
il | Mr. Vikram can claim the reward of Rs. 10,000.
Answer:

. An invitation to offer is different from offer. Quotations, menu cards, price tags, advertisements in

[ newspaper for sale are not offer. These are merely invitations to public to make an offer. An invitation
it - b - . . ;

| to offer is an act precedent to making an offer. Acceptance of an invitation to an offer does not result in

fr | the c-ql?tract and only an ‘offer emerges in the process of negotiation. But there is an exception to above

provisions. When advertisement in newspaper is made for reward, it is the general offer to public. =

On the basis of above provisions and facts, it can be said that as advertisement made by Mr. Aseem to
find lost car is an offer, he is liable to pay Rs. 10,000 to Mr. Vikram.

Expected question based on Invitation to offer

. Related Question: X, gave an advertisement ina newspaper that a sale of office furniture by auction will
| be held at 2 p.m. Qn 9th August 1997 at 'bharat Maidan, Stall No, 420 New Delhi' Y from Mumbai |
__ reached New Delhi on the appointed date and time byt X had cancelled the auction S.a.le it ; i

: .

L3
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and offer are used interchangeably and it is defined under Seetion 2

- ing anything
When one person signifies to another his willingness to do or to abstain from doing anything

. With a view to obtain the assent of that other to such act or abstinence

he is said to make a proposal.

[Essentials: The following are important essentials of an offer: -

1) Must be c;zpabt;le 0(1: sf:ilf‘ltl"lg I?\goalmrf;a[:.lgg . ./

1) Must be certaln definite and not vague.

1) Must be communicated. +v en t[;-l_(‘-:-te: :

IV) Must be made with a view to obtaining the assent of the other party
V) May be conditional by Ha e effcsies

VI) Offer should not contain a term the non-compliance of which would amount to acceptance
VII) May be general or specific
VII[) May be expressed or implied

IX) A statement of price is not an offer

.' g Questlon4

A Explain the modes of revocation of an offer as per the Indian Contract Act, 1872. (5 Marks) [Nov 18]
o) [MTP Aug 18, 7 Marks]

| Answer

[ Modes of revocation of Offer
g .|" (i) By notice of revocation

J h ‘ | (i) By lapse of time: The time for acceptance can lapse if the acceptance is not given within the
' _ specified time and where no time is specified, then within a reasonable time.

Page | 11




f the Indian Contract Act, 1872, when the person to whom the propo
! cto, the proposal is said to be accepted. The proposal, when aceepted,

mmfse'l‘hasxs known as acceptance.

[ Legal rules regarding valid acceptance:

'1 | 1. Acceptance can only be given by the person to whom the offer is made or who has the knowledg '.
hom it is made. In the

the offer: In the case of a specific offer. it can be accepted only by the person to w
case of a general offer, it can be accepted by any person who has the knowledge of the offer.

2. Acceptance must be absolute and unqualified: The acceptance is valid only when it is absolute and
unqualified and is also expressed in some usual and reasonable manner unless the proposal prescribes
the manner in which it must be accepted. If the proposal prescribes the manner in which it must be

accepted, then it must be accepted accordingly.

3. The acceptance must be communicated: To conclude the contract between the parties, the acceptance
must be communicated in a reasonable form. Any conditional acceptance is no acceptance. If the
proposal is accepted by the offeree, he must have the complete knowledge of the offer made to him.

4. Acceptance must be in a prescribed mode: Where the mode of acceptance is prescribed in a proposal,

it must be accepted in that manner. But, if the proposer does not insist on the proposal being accepted in
the manner prescribed after it has been accepted otherwise (not in the prescribed manner), the proposer

is presumed to have consented to the acceptance.

5. Time: Acceptance must be given within a specified time limit, and if no time is fixed, then the
acceptance shall be given within a reasonable time and before the offer lapses.

6._ Mere silence is not acceptance: The acceptance of an offer cannot be implied from the silence of the
::gfﬁ-‘a.rec or his failure to answer unless the offeree has in any previous conduet indicated that his silence
is the evidence of the acceptance. ]

| 7. Acceptance by conduct/Implied Acceptance: The performance of the conditions of a proposal or the |
eptance of any consideration for a reciprocal promise which may be offered with a proposal, |
j consﬁ;tutesan acceptance of the proposal. '

“
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| cancellation of his appointment.

: In the instant case, Mr. Pratham applied for a job as principal of a school and one memt
| school management committee privately informed Mr. Pratham that he was appointed. L
| management of the school appointed someone else as a principal.
|r 3. On the basis of above provisions and facts, communication of appointment of Mr. Pratham should
| be made by school management committee or any authorised agent. The communication by third
f person cannot be termed as communication of acceptance. Therefore, no valid contract was formed
{ between Mr. Pratham and school and Mr. Pratham cannot file a suit against the school for

JESKPL ¥

;ﬂted Question: Miss Shakuntala puts an application to be a teacher in the school. She was appointed
by the trust of the school. Her friend who works in the same school informs her about her appointment
__ informally. But later due to some internal reasons her appointment was cancelled. Can Miss Shakuntala

claim for dama_ges? [Module Back Vague Question]

Answer:

No. Miss Shakuntala cannot claim damages. As per Section 4, communication of acceptance is complete
as against proposer when it is put in the course of transmission to him.

In the present case, school authorities have not put any offer letter in transmission. Her information from
a third person will not form part of contract.

Related Question: A sends an offerto B
to sell his second-hand-car for 2 40,000
with a condition that if B does not reply
_\&'{fthin a week, he (A) shall treat the
offer as accepted. Is A correct in his
- | Proposition? What is the position if B
| communicates his acceptance after one
| week? [RTP Nov 19]

Answer: When B remains silent, it does not amount to

Acceptance, as acceptance cannot be implied merely from
silence of offeree.

Acceptance must be made within the time limit prescribed in
the offer. Hence, B's Acceptance after one week (i.e., after the
time prescribed by the Offeror has elapsed), will not operate
to turn the offer into a Contract.

M Arjun Chhabra
ven)
262 143 8/955252 143 8
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_ telegs the acceptor, but not afterwards.
'I i '3%"&“@3 1.‘;— received by Referring to the above provisions:

~ Ramaswamy before the letter of - R 0
" acceptance (by Post), a. Yes, the revocation ¢ ptance by
Y SN N deeteiiyes acceptor) is valid.

i B. ;{::;rtgfﬁgmic;% b. If Ramaswami opens the teleg.ram first (and this wa
A together. [RTP Nov 18]~ — be normally so in case of a rational person) and reads

e the acceptance stands revoked. If he opens the lette
and reads it, revocation of acceptance is not possible as |

the contract has already been concluded. |

) i
Related Question: Mr. B makes a proposal to Mr. S by post to sell his house for Rs. 10 lakhs and posted |

the letter on 10t April 2020 and the letter reaches to Mr. S on 12°h April 2020. He reads the leﬁer-on ]
13 April 2020. Ay

Mr S sends his letter of acceptance on 16"

AP.EQ,E___Q;QFM the letter reaches Mr. B on 20t April 2020. |
On _1_7ﬂ= April Mr. S changed his mind and sends a telegram withdfﬁ@_i}rg his acceptance. Telegram |
reaches to Mr. B on 19'h April 2020* T e, |

Examine with reference to the Indian Contract Act, 1872: 3
(i) On which date, the offer made by Mr. B will complete? |

(ii) Discuss the validity of acceptance.

(iii) What would be validity of acceptance if letter of revocation and letter of acceptance reached
| together? [Jan 21 — 6 Marks]

CS LLM Arjun Chhabra Page | 14
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72

e !
hen complete - The communicatio
it comes to the knowledge of the

An acceptance may be revoked g
as against the acceptor, but not afterwards.
‘Referring to the above provisions: |
1. In the Instant case, the communication of offer will completeon 13 April 2020 because S read the |
offer on 13" April i.e the date on which offer comes to his knowledge. _ :
2. In the Instant case, acceptance is not valid, instead revocation of acceptance is valid because S
(Acceptor) revoked his acceptance by sending a telegram withdrawing his acceptance which reaches
B on 17th April before 20th April i.e., before the communication of acceptance comes to the
knowledge of B (Offeror).

3. When both the letter of acceptance and revocation is reached at the same time, the validity of
acceptance is determined by which is opened first. i.e., telegram or post. The revocation is sent by
telegram but the acceptance is sent by post.

A rational person would normally open the telegram first, and hence the acceptance stands revoked.
So, ifthe proposer (B) opens the telegram first and reads it. the revocation of acceptance is valid. and

there is no contract.
However. if B opens the letter first and reads it, then the acceptance is complete and cannot be

revoked. There is a valid contract in such a case.

Note: An alternative view is given as under -

Two communications (letter and telegram) reaching simultaneously will neutralize each other, and
there is no agreement due to lack of consensus-ad-idem. [Countess of Dunmore vs Alexander]

Expected questions based on Communication, acceptance and

revocation of proposals

Question Tt
A, the secretary of a building s_(ﬂ_)ag_ifty. handed over to B, in the office of the society, an offer to sell a
property at £750. Fourteen days’ time was given to B for acceptance. B was residing in a different town,
and took away with him the offer to that town. The next day, at about 3.30 p.m. B sent, by post, his letter
of acceptance. This letter was received at society's office at 8.30 Pm. But before that at about 1.00 p.m.
tmad posted a letter revoking its offer. B received the letter of revocationat 5.30 p.m. Advice
B.

i Page | 15
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A nswer

. e Contract Act, 1872)
Revocation of Proposals (Seetion 5 of The Indian Contract Ac

communication of its acceptance is com plete as againg

A proposal may be revoked atany time before the
the proposer, but not afterwards.
1inst propose . (Section 4 of The Indian Contract Agy,

Completion of communication of aceeptance age
as apainst the proposer, when it is put in a course

1872) |
The communication of an acceptance 1s complete -
of transmission to him so as to be out of the power of the acceptor.
: o : : e is posted by t
Ihus. the offeror becomes bound by the acceptance as soon ds the letter of acceptanc P y the

acceplor.
In order that revocation to be effective. it

\e revocation was held to be ineffetive [Henthorn v. Fraser].
3.30 p.m.

~f\oH have been reached B before he sent his acceptance 1.€. before 3

Qucsiion S5

A applied for shares in a company. A withdrew his offer on 26th October. His letter of withdrawal was
received by the company at 11.30a.m. on 27th October. But on 27th October at 10.00 a.m., the company

had already resolved to ﬂ“OtthL qhamq to A, and the Ietm of clllolmun (accep{ancL} was given to a peon

_-"\7. nswer

gy SR it ol B P K
p"‘\ O\al"‘[' "'" accej “[Ltl"\ (Section > of The Indian

An acceptance may be revoked at any time before the communication of the acceptance is complete as

against the acceptor. but not afterwards.
Thus, the acceptor becomes bound by his acceptance only when it comes to the knowledge of the offeror.

"',:‘}'li:ih:'i’: of communication ol acceptance against acceptor (Section 4 of The Indian Contract Act.

r r'_J_J,

When it comes to the knowledge of the proposer.

It was held that the revocation was valid. The aceptance was too late as the letter was not actually posted
till the offer had been revoked. But, if the letter of acceptance had been actually posted before the letter
of revocation reached the company (i.e. before 11.30 a.m.), the acceptance would have been bindine

[London and Northern Bank v. Jones]. It may be noted that a revocation is effective only when it is

brought to the notice of the person to whom it is made.

Page | 16

CS LLM .f'-.:'jc:r: Chhabra
(! AW Maven )

43 8/9552 521438

Mo: 62 62 62 145 &




Acceptor. It shall be binding even thou

it.

[» No Notice — Acceptor not incur/bound:

Any contractual obligation, if the document is printed and delivered to him in such
ce that it contains certain special

conditionthat, it does not give reasonable notice on its fa
conditions,

When the conditions are contained in a document that is delivered after the Contract

iscomplete.

If conditions limiting or defining his rights are not brought to his notice.

gh the Acceptor did not read the same or could not understs

s

|

CASE LAW

| Company from liability for loss of luggage. He never looked at the back of

A passenger was travelling with luggage from Dublin to Whitehaven on a
ticket, on the back of which there was a term that exempted the Shipping

the ticket and there was nothing on the face of it to draw his attention to the
terms on its back. He lost his luggage and sued for damages. Held.he was
entitled to damages as he was not bound by something which was not

communicated to him.

Henderson vs

Stevenson

| pleading that he had not read conditions. Held, passenger was bound by

A passenger deposited a bag in the cloakroom at a Railway Station.
Acknowledgement Receipt givento him carried, on the face of it, the words
"See back". One condition limited the liability of Railways for any package
to £10. The bag was lost, and passenger claimed £24 being its value,

conditions printed on the back, as the Company gave reasonable notice.

Parker

vs South
Eastern Rly.
Co.

| for goods. Since the special conditions were not communicated priorto the

[ goods.

A Transport Carrier accepted goods for transport without any conditions.
Subsequently, he issued a circular to owners of goods limiting his liability

date of contract for transport, these were not binding on the owners of

Raipur
Transport
Co.

Vs
Ghanshyam

CS LLM Arjun Chhabra
(Law Maven)
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: itten - Thompson vs
T purchased a Railway Ticket, on the face of w_h';ch wa.s .wntt;nwef;z: Lm&th)[:] Vs
Conditions See Back. One condition excluded liability for injury, o y. i

injured andsued for

caused. T was illiterate and could not read. She was :
y communicated

damages. Held, the Railway Company had properl :
conditions to her who had constructive notice ofconditions whether she

read them or not. The Company was not boundto pay any damages.

Co. "

A launderer had given to his customer a receipt for clothes received for

washing. Special conditions for this were printed on the reverse of receipt.
Held that special conditions were duly comm unicated to thecustomer who

had impliedly accepted the same.

Lily White vs
R.Muthuswa
mi

Persons entering into Contracts on special terms are deemed to have
impliedly accepted those terms.

Mukal Datta
vsIndian '1
Airlines




ik Eﬁém&b&llty by

§odimie |

law

| law, but they are not forbidden under
law. '

It is an agreement not enforceable by | Illegal

L-
w IOV
S

i -

Mgl |

| 2. Interchangeability

All Void Agreements need not be
illegal.

[Tl Hicgat Apremmpnts e BRI

ab-initio.

lllegal agreements may be||

is VOID AB INITIO (from the very
beginning)

3. Punishment Void Agreements are not punishable. _
punishable  with  fine or||
imprisonment or both.

4, Other related| Collateral ~Transactions are nof| Collateral Transactions are also

transactions affected. void.

5. Example Agreement entered into with a Minor | Agreement to murder a person.

Example of Collateral Transactions in case of illegal Agreements: X agrees to pay Y 2 1, 00,000 if Y
kills Z. Y kills Z and claims 1, 00,000. Y cannot recover from X because the agreement between X

and Y is illegal as its object is unlawful.

If in the above example, X borrows %1, 00, 000 from W who is aware of the purpose of the loan, the
main agreement between X and Y is illegal and the agreement between X and W which is collateral
to the main agreement is also void. Hence, W cannot recover the money from X.

! Question: Distinguish between Void Contract and Voidable Contract according to the Indian Contract

Act, 1872. (June 23 - 5 Marks)

Answer
| S.No | Basis Void Contract Voidable Contract
I Meaning A Contract which ceases to be | An agreement which is enforceable
enforceable by law becomes void | by law at the option of one or more
when it ceases to be enforceable, of the parties thereto, but not at the
option of the other or others, is a
voidable contract.
Z Enforceability | A void contract cannot be enforced at | It is enforceable only at the option
all. of aggrieved party and not at the
option of the other party.
Page | 19
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| the validity of the contract.

| "Tha péu-ty whose consen

A void contract does ot grant an)
¢ et IR L . free has the nght to

legal remedy to any party. -

contract. If it is not rescin
becomes a valid contract.

5 X agmes to pay Y Rs. 1,00.000/-, if Y kills Z. To pay Y. X borrows Rs. 1,00,000/- from W, who if

aware of the purpose of the loan. Y kills Z but X refuses to pay. X also to repay the loan to W. EXg

(i)  Between Xand Y. . f

[(i1)) Between X and W [Nov 22 - 4 Marks]

7~y

Answer

(a) Illegal Agreement: It is an agreement which the law forbids to be made. As an essential condition, |
the lawful consideration and object is must to make the agreement valid. (Section 10). As per Sectioﬁ-_
23 of the Indian Contract Act, 1872, an agreement s illegal and void, if the consideration and object |
is unlawful / contrary to law i.e. if forbidden by law. Such an agreement is void and is not enforceable
by law. Even the connected agreements or collateral transactions to illegal agreements are also void. '

(b) In the present case,

(i) X agrees to give Rs. 1,00,000 to Y if Y kills Z. Thus, the agreement between X and Y is void -
agreement being illegal in nature. Al

(i) X borrows Rs. 1,00,000 from W and W is also aware of the purpose of the loan. Thus,
agreement between X and W is void as the connected agreements of an illegal agreements a
also void.

/ '.Reiated Question: X threatens to kill Y if he (Y) does not sell his ho
' use to X for R :
X borrows Rs. 1, 00,000 from Z who is also aware of the o s

Expected question based on illegal & void a agreement

the purpose of the loan What is the nature 0:_ '_

"agreement between X and Y, and X and Z?








































