“2"“| The Indian Contract Act, 1872
| Unit -1 Nature of Contract
Define Contract, What u the essential .

A) Intreduction;
The term law stands for the rules of conduct, imposed and enforced by state. In the
words of Austin, A Law is o rule of conduct, imposed and enforced by the sovereign.

elements of a valid Contract?

Holland defines law as, yule of external human actions, enforced by sovereign
political authority,

The Indian Contract Act occupies the most important place in the commercial law.
Without Contract Act, it would have been difficult to carry on trade. It is not only the
business community which Is concerned with the Contract Act, but it affects
everybody. '

The objective of the Act is to

ensure that rights and obligations. arising out of the
Contract are honoured and that legal remedies are made gugilable to an aggrieved
party against the party failing to honour his part of a eement (quilty party). The
Indian Contract Act makes it obligatory that this is.déne and {@p‘elg_the defaulters to
honour their commitments, ,\\‘i \ \h r\
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The Indian Contract Act ca

b T L
me into jm'fi‘[ulg‘eﬁe& I:‘:;n]_,.‘l‘""Slpumbtr, 1872. The Act
is extended to the whole of Indig

2Pt the Eg\&tg“u[--']ummu and Kashmir. The Act is
divisible into the following-parts: : ) .

o

the general principles of the law of contract
S

ons 238) deals with certain special kinds of contract e.g.
Contract ﬁi@‘g‘gmnitg & guarantee, Bailment and

Pledge, Agency, etc,
Definition of Contract:
“an agreement enforceable by law is a contract”.

* Part il

L Contract = An Agreement + Enforceability by Law ]

An agreement between two or more persons.
Its enf orceability by Law.
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ABrEEo ) of the Indian Contract Act, 1872 defines an agreement o; -

'm:r{:l]ll'slc and set of promises, forming consideration for each Othey ls

agree ment”.

rAgrumcnt = Offer + Acceptance ]

“When the person to whom the proposal is made signifies his assent there
proposal is said to be accepted. Proposal when accepted, becomes a Promises
Thus we say that an agreement is the result of the proposal made by one Party to
other party and that other party gives his acceptance thereto of course for mus

consideration.

An agreement to become a contract must give rise to a legal obligation which p
duly enforceable by law.

On elaborating the aboue two concepts, it is obvious that contract comprises gf
agreement which is a promise or a set of reciprocal promises, that a promise is 1
acceptance of a proposal giving rise to a binding contract. Further, section 3
requires an agreement capable of being enforceable by law before it is ¢
‘contract’. Where parties have made a binding contract, ;ﬁgg“qguted rights |

obligations between themselues. o\ -

} \ 1 A .

Example: AN b "-.\. \ 1 _,/*-.,__,/
- {\ \ _5}. .‘\:\'\_ x"\_ l|I /3 -

A agrees with B to sell car for T 2 lacs to-B:Here A'is under.art-obligation to give g

B and B has the right to receive thectar on-payment:6f.3.2 lacs and also B is unde
obligation to pay T 2 lacs torg\.nn,g:l :\\@s 4 right }to veceive T 2 lacs.

"-_‘ \\ ‘._,. '-f.
Example: e\ \ > \"
Father promises fiis <on tg pay hirf-pocket allowance of T 500 every month. By
refuses to pay later. The-son tanhot recover the same in court of law as this isas
agreement. This is ngt c\reutecr with an intention to create legal relationship and

it is not a contract. "

So, Law of Contract deals with only such legal obligation which has resut
agreements. Such obligation must be contractual in nature. Howe
obligations are outside the purview of the law of contract.

Example: y
An obligation to maintain wife and children, these are status obligations ane
the scope of the Contract Act.

Essentiols of Yalid Contract:
In terms of Sectlon 10 of the Act, “all agreements are contracts {f they ¢
the free consent of the parties competent to contract, for a lawful conslé
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Example : Padma Ltd. agreed to lease the land to Mr. A Jor indefinje i
contract is not valid as the period of lease is not mentioned.

Possibility of Performance:

The performance must not be impossible. The contract must be Capq of
performed. Contracts based on impossibility of performance are not valig, .

Example: A agrees with B to discover treasure by magic. The agreement o
enforced as it is not possible to be performed.

For any contract there must be at least two parties one of them making, the ¢ .
the other accepting it. The acceptance must be unconditional and absolute,

The contract must have been made with free consent of the parties. The Partieg

be ‘ad-idem” i.e. they must agree upon the same thing in the same sense, |t
have been oltained by coercion, fraud, etc.

According to Section 10, the parties to an agreement must ha
enter into a valid contract. Section 11 states that eUery person is compete
contract if he is of the age of majority, is of sound mind and is not disqualified
entering into a contract by any law to which he is subject,.

mouving from one party to another, it need notalways be.in cash o kind. It
act or promise to do or not to do, It may be p
and lawful. £y ;
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A-lﬂﬂi_ll.l_ﬂ_bkﬂs TS \'\\ N b7
The object of the agreemeént must.be Tmn}fulfl.e. neither fraudulent, forbidden byl
no opposed to urﬂ; public B,hlicg,rnr'tgnﬁres injury to the person or his property.

1 -~

Example: A ngrees\'-tlu f'svgll hizjhuuse to B against 100 k

0 se as of cocaine (¢
Ggreement is illegal as.the consideration is unlawful.

Explain different types of Contracts.
OR

Glve a broad classification of different types of contracts.



with a lawful object and are not expressly declared to be vold®”.

Since section 10 is not complete and exhaustive, so
which also contain requirements for an agreement to
create a valid contract, the following elements should

Twe Parties:

One cannot contract with him
making the offer and the othe
persons and by other persons

there are certain others sections
be enforceable. Thus, in order to
be present:

self. A contract involues at least two parties. One party
T party accepting it. A contract may be made by natural
having legal existence €.g. companies, universities etc.

Example:

To constitute a contract of sale,

there must be two parties- seller and buyer. The seller
and buyer must be two differen

t persons, because a person cannot buy his own goods.

In State of Gujarat vs. Ramanlal S & Co. when on dissolution of a partnership, the
assets of the firm were divided among the partners, the sales tax officer wanted to tax

this transaction. It was held that it was not a sale. The partners being joint owner of
those assets cannot be both buyer and seller.

t :
There must be an intention on the part of the parties to create legal relationship

between them. Social or domestic tupes of agreements are not enforceable in court of
law and hence they do not result into contracts.

Example: A husband agreed to pay to his wife certain amount Es.mnintenance every
month while he was abroad. Husband failed to pay the pramised amount. Wife sued
him for the recovery of the amount. Here, in this-case, wife could not recover as it was
a social agreement and the parties did nat iq;'éﬁg to t{_engé any legal relations.
(Balfour v. Balfour) FTERON W VNGV

.
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Example: LekRhpal promises to'pay 2.5 lakhs to h%-sun if the son passes the CA exams.
On passing the exams, the ":.nrﬁlxslhi:ps'"-{he'ipnrieg. Here, the son could not recover as it
was a social agreement. ™ | > 2 N

ety 2 R

Other formalities to be complied with in certain cases:
A contract may Ee\ written or spoken. As to legal effects, there is no difference
between a written contract and contract made by word of mouth. But in the interest
of the parties the contract must be written. In case of certain contracts some other
formalities have to be complied with to make an agreement legally mlurcnbh,f :

For e.g. Contract of Insurance is not valid except as a written contract.
of certain contracts, registration of contract under the lm e
time, is essential for it to be valid, e.g. in the case of immouat

Certainty:

The meaning of the agreement must be certal
meaning Is not certain Is not valid.



contract but also not enforce the connected contracts.

Example: Contract that is immoral or opposed to pu'bl‘ic policy is itlegal in
Similarly, if R ogrees with S, to purchase brown sugar, it is an illegal agreement,

Unenforceable Contract:

Where a contract is good in substance but because of some technical defee
absence in writing, barred by limitation etc. one or both the parties cannot gye
it, it is described as an unenforceable contract.

Example: A bought goods from B in 2015. But no payment was made till 2019,
cannot sue A for the payment in 2019 as it has crossed three years and barreg
Limitation Act. A good debt becomes unenforceable after the period of three years
barred by Limitation Act.

On the basis of formation:

Express Contract:
A contract would be an express contract if the terms are expressed by words or
writing. Section 9 of the Act provides that if a proposal or acceptance of any pro
is made in words, the promise is said to be express.

Example: A tells B on telephone that he offers to sell his house for ¥ 2 lacs and B
reply informs A that he accepts the offer, this is an express contract.

Implied Contract: ‘
Implied contracts in contrast come into existence by implication. Most often the
implication is by action or conduct of parties or course of dealings between them,

Example: Where a coolie in uniform picks up the luggagé of A to be carried out of the
railway station without being asked h”.und\h‘l atlowss him to.do so, it is an implied
contract and A must pay for the servjces <113e alie detafed by him.
Tacit Controct: ‘\/\ N

The word Tacit mean tiit k‘/ﬂot'q Eparate form of contract but falls within the
scope of implied cofitrg L

Tocit contracts are inferved through the conduct of parties without any
words spoken or A classic example of tacit contract would be when cash is
withdraum by o a bank from the automatic teller machine [ATM).

is not an actual contract but it resembles a contract. | created by

A qu

low under certaln circumstances. The low creates and enforces |o L ri
obligations when no real contract exists. Such obligations are lm:f: nr:?_f.ht; :id
on hi . uasi-
contracts. In other words, it Is a contract in which there is no intention gn part of

either party to mahe a contract but law Imposes a contract upon the Parties
Example: Obligation of finder of lost e %o r!'tu-rn them to the ¢, owner or
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Tupes of Contracts
Following are the different types of Contracts:

Types of Contract on the basis of J

- 5

Formation FlffﬂmIﬂ“ J
Valid contract 3 Express contract 1. Executed contract
Void contract 2. Implied contract 2. Executory contract
Voidable contract 3. Quasi contract sl
lllegal agreement 4, E- Contract o N
Unenforceable contract Unilateral Bilateral
Contract Contract

On the basis of validity or enforceability:

Valid Contract:
An agreement which is binding and enforceable is a valid contract. It contains all the
essential elements of a valid contract.

Void Contract:
A contract which ceases to be enforceable by law becomes void when it ceases to be
enforceable”, Thus a void contract is one which cannot be znf?rcgd' by a court of law.

- b1 1 \ .",
Example: Mr. X agrees to write a book with a m@l\sh&r.\&iu&h E;ntr.pct’ is valid. But
after few days, X dies in an accident. Hereﬁhthqptrgﬂ"{:dcqfnes void due to the

impossibility of performance of th:%pﬂﬁi'tt.\muhnx valld _,‘a.'}htrnct when cannot be
5

performed because of some uncalled @ng&e{*&%ﬁ%m.
b ™%
Voidable Contract: \/

“An agreement w ichfl.g _En_j&!rcl g ;\Mme option of one or more of the parties
there to but not at thgjlp}!oq nf(thﬁ"uﬂ')ler or others, is a voidable contract” A contract
is voidable when one of the parties to the contract has not exercised his free consent
i.e. free consent, is‘mbs;nt. All voidable contracts are those which are caused by
coercion (force), undue'influence, fraud or misrepresentation, mistakes, etc.

Example : X promise to sell his scooter to Y for ? 1 Lac. However, the consent of X has
been procured by Y at a gun point. X is an aggrieved party and the contract is
voidable at his option but not on the option of Y. It means if X accepts the contract,
the contract becomes a valid contract then Y has no option of cancel the contract.

Illegal Contract:
It is a contract which the law forbids to be made. The court will not e




Liability u_j‘ person to whom money is paid under mistake to repay it back cannot be
said to arise out of a contract even in its remotest sense, as there is neither offer and
acceptance nor consent. These are said to be quasi-contracts.

E-Contracts:

Wh.en a contract is entered by two or more parties using electronics means, such as e-
"‘“‘L_5 is known qs €-commerce contracts. In electronic commerce, different
purne:f;_:ersuns (reate networks which are linked to other networks through ED1 -
Electronic Data Inter change. This helps in doing business transactions using electronic
mode. These are known as ED| contracts or Cyber contracts or mouse click contracts.

On the basis of performance:

‘Executed’ means which is done. An executed contract means that contract in which
both the parties have performed their respective obligations. Example A agrees to
supply goods to B for * 100 and A supplied goods to B and B pays * 100 for it.

Executory Contract:
An executory contract is one under which neither party has performed his obligation.

In other words, both the parties to the contract have yet to perform their respective
promises.

Example: Where G agrees to take the tuition of H, a pre-engingering student, from the
next month and H in consideration promises to pay G 2 1,000 per month, the contract

is executory because it is yet to be carried out. I W EL‘“'
T WA
I l tr ; \.\.H"\-«\! E:\‘t \.L\‘" ‘1 .Ii‘
Unilateral contract is a one sided contract-in wiﬁh one partyy has performed his duty

or obligation and the other party’s-tbligation:i gﬁtﬁmpﬂiﬁg.

N \.r ]\~
Example: M advertises payment af awa of X 5,000 to any one who finds his missing
boy and brings him. As soon:as B.traces the boy, there comes into existence an
executed contract because B hgs-performed his share of obligation and it remains for

M to pay the unihyn\{pf'i'emgrd to B.

\
Bllateral Contract:\
A Bilateral contract is one where the obligation or promise is outstanding on the part
of both the parties.

Example: A promises to sell his plot to B for 2 1 lacs cash, but B pays only X 25,000 as
earnest money and promises to pay the balance on next Sunday. On the other hand, A
gives the possession of plot to B and promises to execute a sale deed on the |
the whole amount. The contract between the A and B is executory
remains something to be done on both sides.
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Q3: Define offer. What are the essentials of valid offer?
OR
Define Proposal. What are essentials of valid Proposal?

Ans; A) Definition of Offer / Proposal: )
According to Section 2(a) of the Indian Contract Act, 1872, “when one person
signifies to another his willingness to do or to abstain from doing ﬂrrluth;‘nq with q
view to obtaining the assent of that other to such act or abstinence, he is said to make

a proposal”.
Analysis of aboue Definition:

' 1. The person making the proposal or offer is called the ‘promisor’ or 'uﬂerpr': The person
to whom the offer is made is called the ‘offeree’ and the person accepting the offer is
called the ‘promisee’ or ‘acceptor’.

2. For a valid offer, the party making it must express his willingness ‘to do’ or ‘not to do'
something:
There must be an expression of willingness to do or not to do some act by the offeror,
For example: A  willing to sell his goods at certain price to B,

3. The willingness must be expressed with a view to obtain the assent of the other party
to whom the offer is made.

Example: Where ‘A’ tells ‘B’ that he desires to marry by the end of 2022, it does not
constitute an offer of marriage by ‘A’ to ‘B’. Therefore, to constitute a valid offer
expression of willingness must be made to obtain the assent (acceptance) of the other.

Thus, if in the above example, ‘A’ further adds, ‘Will you marry me’, it will constitute
an offer. : L

/_..-""-\“l'.l_. ok .

& An offer can be positive as well as quntiu‘n_; Thus."doing” is-a positive act and "not
doing”, or "abstinence” is a mqﬁe(qq; nonetheless both these acts have the same
effect in the eyes of law. NG Ny \

% 1 %
\H- .I. \‘\ ! f ..V- .

Example: A uﬁer,s’,_tnsel_l his 'f_:m; t'o-g:rgf; -3 lacs is an act of doing. So in this case, A S
making an offd' tn—/B 'l'Vften“ ﬁ,_ngﬂlpﬂ‘ after his car meets with an accident with B’
scooter rlutta go tn'E_ourt ::ur'fﬂ he will pay the repair charges to B for the damage to
B’s scooter; it is un\ncz‘ of net'doing or abstinence.

B) mmwi)mmmg,

L
T

mb'"m“‘: :‘ in :;“” is capable of being accepted and giving rise to |
creating legal relatio ffer does not intend to give rise to legal consequences
ns, it is not considered as a valid offer in the eye of law. A
» even if it is accepted, does not create legal relations because it is not




Case Law
In Balfour us Balfour, a husband promised
month to his wife. When he failed to perform

enforce it. As it is an agreement of domestic
contemplate to create any legal action.

10 pay maintenance allowance every
his promise, she brought an action to
nature, it was held that it does not

: / Que or indefinite, its acceptance cannot create any
contractual relationship, Thus, where A offers to sell B 100 quintals of oil, there is

nothing whatever to show what kind of oll ' :
. was intended. Th
being accepted for want of certainty, l E e offer is not capable of

It must be communicated to the offeree;
An offer, to be complete, must be communicated to the person to whom it is made,

otherwise there can be no Qcceptance of it. Unless an offer is communicated, there can

be no acceptance by it. An acceptance of an offer, in ignorance of the offer, is not
acceptance and does not confer any right on the acceptor.

Case Low : Lalman Shukla v. GauriDutt

Facts : G (Gauridutt) sent his servant L (Lalman) to trace his missing nephew. He then

announced that anybody who traced his nephew would be entitled to a certain
reward. L traced the boy in ignorance of this announcement. Subsequently when he

came to know of the reward, he claimed it. Held, he was not entitled to the reward, as
he did not know the offer,

= - -
Offer must be made with a view to obtaining the assent af the other party addressed
and not merely with a view to disclosing the intention of making an offer.

,,f"xk_\_ " NE ¥

e b S
t nditional: —~\ N A
An offer can be made subject to any tgnq\s d CDQ!{I‘HQHS by the offeror.
L S TR

o A
Example: Offeror may ash Iu'r-pabmen:--i:g,- TGS, NEFT etc. The offeree will have to
accept all the termsof th\": ultf;y 6m_Er@_M‘ihe contract will be treated as invalid.

Offer_should not toptain g
acceptance:

Thus, one cannot 'ﬁ_mj" that if acceptance is not communicated by a certain time the
ffer would be considered as accepted.

e _":

- L

ample: A proposes B to purchase his android mobile for ¥ 5,000 and if no reply by
im in a week, it would be assumed that B had accepted the propesal. This would not
sult into contract.

¢ offer may be either specific or general;
ny offer can be made to either public at large or to the any specific person.
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However, the Privy Council did not agree with the plaintifys
plantiffs had asked two questions, the
by quoting the price but reserved their
Thus. they made no offer at gll.

_ on the ground that wihile
defendant replied only to the second question

answer with regard 1o their willingness 1o vell

Their Lordshi _
would sell Cﬂ'fp'liuh::: lha? th'_ mere statement of the lowest price at which the vendos
she prics no implied contract to sell to the person who had enquired abwut

Case Law : Mac Pherson us A

at he would not accept
any offer but

Ppanna [1951] : Where the owner of the property had

indi less than € 6000/- for it. This statement did not indicate
indicated only an invitation to offer.

Explain different kinds [ types of offer.

Kinds / Types of Offer:

An offer can be classified as general offer, speci '
. , special / specific offer, cross offer, counter
offer, standing / open/ continuing offer.

General Offer :

Rcits an offer made to public at large and hence anyone can accept and do the desired
a

Case Law: Carlill Vs. Carbolic Smoke Ball Co. (1893)

Facts: In this famous case, Carbolic smoke Ball Co. advertised in several newspapers
that a reward of £100 would be given to any person who contracted influenza after
using the smoke balls produced by the Carbolic Smoke Ball Co. according to printed
directions one lady, Mrs. Carlill, used the smoke balls as per the directions of company
and even then, suffered from influenza. Held, she could rétquih!he amount as by
using the smoke balls she had accepted the offer. i \ VoS

| \. N\ ‘ll |,"‘I.l.l-1.
inlﬂ.!! ! Eﬂdﬂi !!ﬂn . "_\\ N L'\ .1'\‘ \ ll s
L) i '\ .':‘
When the offer is made to a speq‘iﬂcf -an usfqrfhg gdﬁ.\p}rsun. it is known as a specific
offer. Specific offer can bg_.a;cepte\fl nlhl by that'specified person to whom the offer
l'" -'. ":

has been made. \\ ,
N D {\.f""/

Example: ‘A’ affersto séll“_his";:nr-tofﬂ’ at a certain cost. This is a specific offer.

e III 3
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Cross Offer: - \
When two parties*exthange identical offers in ignorance at the time of each other’s
offer, the offers are called cross offers. There is no binding contract in such a case os

one’s offer cannot be constituted as acceptance by other,

Example: If A makes a proposal to B to sell his car for 2 2 lacs and B, without knowing
the proposal of A, makes an offer to purchase the same car at ¥ 2 lacs from A, It ls
an acceptance, as B was not aware of proposal made by A. It is only cross

(cross offer). And when two persons make offer to each other, It ’




The offer. moy be express or implled:
An offer may be made either by words or by conduct.

Example: A boy starts cleaning the car as it stops on the traffic signal Withoyt py:
asked to do so, in such circumstances any reasonable man could guess that he g,
to be paid for this, here boy makes an implied offer,

Offer must be different from invitation to offer :
An offer is definite and capable of converting an intention into a contract, Whereas

invitation to an offer is only a circulation of an offer, it is an attempt to induce offery
and precedes a definite offer.

An invitation to offer is an act before making an offer. Acce
an offer does not result in the contract and onl
negotiation.

ptance of an invitatign to
y an offer emerges in the process of

When a person aduertises that he
no offer to be bound by any con
offers to receive offers.

has stock of books to sell or houses to (et there s
tract. Such advertisements are offers to neqgotigte-

In order to ascertain whether q particular statement amounts to an ‘offer’ or an
‘inuitation to offer’, the test would be intention with which such statement is made,
Does the person who made the statement intend to be bound by it as soon as it Is

accepted by the other or he intends to do some further act, before he becomes bound

by it. In the former case, it amounts to an offer and in the latter case, it is an
invitation to offer.

Example: The price list of goods does not constitute an offer for sale of certain goods
on the listed price. ek

Followlng are Instances of invitation to offer to buy or sell: | |
An invitation by a company to the public to subScribe for ts shares’
Display of goods for sale in shop windows—_ " " £ \ L
Advertising auction sales and .'\/ o "\

TN K\ .
Case Law: Harvey vs. Facie [1893]" A

In this case, PFMEM?TEQF\‘L‘EM !%I}:.'i.rud the distinction between an offer and an
inuvitotion to aﬂﬂ't M:ghlﬁ,ﬂi»ﬂﬂh..m,’the Plnlntiﬂs thrﬁugh a telegram asked the
defendants two Questions namely,

(1) Wilt you sell us Bumper Hall Pen? and

%

(ii) Telegraph lowest cash price.

The defendants replied through telegram that the “(o e price for p ;
£ 900", The plaintiffs sent another telegram stating “we UMper Hall Pen is
Pen ot £ 900", However, the defendants refused 1o sej| umper Hall

4 0t the price,
plaintiffs the defendants contending that they hqg made o,
B trefore oy e bound b o offer, " " Offer to sell the




mutual acceptance. There is no binding contract in such a case.

Counter Offer :
When the offeree offers to qualified acceptance to the offer subject to modific
and variations in the terms of original offer, he is said to have made a countey

Counter-offer amounts to rejection of the original offer. It is also called as Condig;
Acceptance.

Example: ‘A’ offers to sell his plot to ‘B’ for ¥ 10 lakhs. ‘B’ agrees to by
lakhs. It amounts to counter offer. It will result in the termination of the o
later on ‘B’ agrees to buy the plot for T 10 lakhs, 'A’ may refuse.

Y it for g
ffer of 'a’,

Rnown as standing or continuing or open offer. Tenders that are invited for supply of
goods is a kind of standing offer.

Define Acceptance. Explain the legal rules regarding a valid Acceptance.

(Jan 2021)
A) Definition:
In terms of Section 2(b) of the Act, ‘the term acceptance’ is defined as follows: “When
the person to whom the proposal is made signifies his assent thereto, propesal is
said to be accepted. The proposal, when accepted, becomes a promise”.

An application for the shares by the company is in the nature of an offer while the
allotment of shares by the company is an acceptance resulting into a contract.
Without the acceptance of the proposal no agreement can come into existence,

i |

When the person to whom proposal is made -JciF"Exﬁnbl_e}f A uffé?{t.';{;gu his car to B
for X 2,00,000. Here, proposal is mud/em.n_\ NORNN N L2

The person to whom proposal is mdd\e tg.\ﬁ-.:_ in the aboue example and if B signifies his
consent on that proposal,(then iﬂﬂ‘lﬂu)hut B has signified his consent on the
proposal made by _ Y} N~

When B has on that proposal, we can say that the proposal has
been occepted.

Accepted proposal becomes promise.

Relationship between offer and acceptance:
According to Sir William Anson “Acceptance Is to offer what a lighteq match is to @
train of gun powder”.

: observation is that what acceptance triggers cannoy p
The .ﬂ“;:f this is a choice to the person who had the train to Temoype ‘i!t T::;::sdt::




Le_=s—— ——————____—— __———....° | L
match is applied. It in effect means that the offer can be withdrawn just before it is

accepted.

Acceptance conuerts the offer into a promise and then it is too late to revoke it. This
means as soon as the train of gun powder is lighted it would explode. Train of Gun
powder [offer] in itself cannot moue, but it is the lighted match [the acceptance]
which causes the gun powder to explode.

The significance of this is an offer in itself cannot create any legal relationship but it is
the acceptance by the offeree which creates a legal relationship.

Once an offer is accepted it becomes a promise and cannot be withdrawn or revoked.

An offer remains an offer so long as it is not accepted but becomes a contract as soon
as it is accepted,

Legal rules regarding valid Acceptance:

In case of a specific offer, it can be accepted only by the person to whom it is made.

Case Law: Boulton us, Jones (1857)

Facts: Boulton bought a business from Brocklehurst. Jones, who was Broklehurst's
creditor, placed an order with Brocklehurst for the supply of certain goods. Boulton
supplied the goods even though the order was not in his name. Jones refused to pay
Boultan for the goods because by entering into the contract with Blocklehurst, he
intended to set off his debt against Brocklehurst.

Held, as the offer was not made to Boulton, therefore, there was no contract between
Boulton and Jones. i
In case of a general offer, it can be accepted by any person bh’i’:‘rqd‘i the knowledge of
the offer. [Carlill vs. Carbolic Smoke Ball Co. (1893)], g :

\1
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As per section 7 of the Act, acceptarice h'w\lid"?hlg"ﬁhgﬁ it is absolute and unqualified
and is also expressed in some ushpl\qnd_a, repsanable manner unless the proposal
prescribes the manner in Lul'l.igh“'-it\ ri‘rpst"-tig_..dccepted. If the proposal prescribes the
manner in which it must belnci;_e'pted:\t}h,en it must be accepted accordingly.
¢ (:‘:j \ TN
M offered to sei}'bis‘lpn'd t:l,whl}'-fur £280. N replied purporting to accept the offer but
enclosed a cheque for l‘.,lan only. He promised to pay the balance of ¢ 200 by monthly
instalments of £ 50 each. It was held that N could not enforce his acceptance because

It was not an unqualified one. [Neale us. Merret [1930]].

[ LY
- 1

A offers to sell his house to B for ¥ 1,00,000/-. B replied that, “I can pay T 80,000 for
it. The offer of ‘A’ is rejected by ‘B’ as the acceptance is not unqualified. B however
changes his mind and is prepared to pay ¥ 1,00,000/-. This is also treated as counter
offer and it is upto A whether to accept it or not. [Union of Indla v. Bahulal 1968].

e
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The acceptance must be communicated in some perceptible. !nrm.r Any condit
acceptance or acceptance with varying or too deviant conditions is no acceptancg,
such conditional acceptance is a counter proposal and has to be accepted by
proposer, if the original proposal has to materialize into a contract. Further when
proposal is accepted, the offeree must have the knowledge of the offer made to him,
he does not have the knowledge, there can be no acceptance. The acceptance mygy
relate specifically to the offer made, Then only it can materialize into a contract.

Case Law: Brogden vs. Metropolitan Rallway Co. (1877)

Facts: B a supplier, sent a draft agreement relating to the supply of coal to the
manager of railway Co. namely, Metropolitan railway for his acceptance. The
manager wrote the word “Approved” on the same and put the draft agreement in the
drawer of the table intending to send it to the company's solicitors for a formal
contract to be drawn up. By an ouer sight the draft agreement remained in drawer,

Held, that there was no contract as the manager had not communicated his
acceptance to the supplier, B.

Asceptance must be in the prescribed mode:

Where the mode of acceptance is prescribed in the 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, i.e., not in the prescribed
manner, the proposer is presumed to have consented to the acceptance.

Example: If the offeror prescribes acceptance through messenger and offeree sends
acceptance by email, there is no acceptance of the offer if the offeror informs the
offeree that the acceptance is not according to the mode prescribed. But if the offeror

Jails to do so, it will be presumed that he has accepted the acceptance and a valid
contract will arise. S

Acceptance must be given within the specified’ timﬁ\-.“:m_il';a.if. ang,' aind if 1o time/B
stipulated, acceptance must be “l";‘?hh“@ﬁ reasonable time and before the offer
lapses. What Is reasonable time s ere, defirted -the 16w and thus would depell
on facts and circumstances ﬂ(ﬂ;e lcular case. \ >

mfﬂmw Eﬂvfzhiﬂ:hpmd Jrom the sence of the offeree or his
ce.

to answer) unle j[eru has In any previous conduct indicated thqy his
silence is the eo

Case Low: Felthouse vs. Bindley (1862)

Facts: F (Uncle) offered to buy his nephew’s horse for €30 saying " hoar

about it | shall consider the horse mine at £30.” The nephew did not reply 1o Fu more
He told his auctioneer, B to keep the particular horse out of sale of "'lil’nrm“"t"“'
he Intended to reserve it for his uncle. By mistake the auctioneer sotd 1 g :'r:":
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him for conversion of his property.
Held, F could not succeed as his nephew had not communicated the acceptance to him.

Acceptance can be express or implied:
Acceptance can be express in words or even implied by conduct.

CASE LAW: Lilly White us,

Facts: P delivered some clo

thes to drycleaner for which she received a laundr ‘
ini iti y receipt
:::l:::::gtﬂ :Tndttmn that in case of loss, customer would be entitled to claim 15% of
unreusuneblpr ce of value of the article, P lost her new saree. Held, the terms were
ooe ond P was entitled to recover full value of the saree from the
drycleaner.

Mannuswamy (1970)

In the cases referred aboue, the respective documents have been accepted without a
protest and hence amounted to im

S plied acceptance. So she is entitled to recover only

Explain Communication and Revocation of offer and Acceptance.
A) Communication of Offer and Acceptance:

i :
The communication of a proposal is complete when it comes to the knowledge of the
person to whom it is made. Unless the person to whom the proposal is made has
knowledge of the proposal he cannot accept it. Thus when a proposal is made by post,
its communication will complete when the letter containing the proposal reaches the

person to whom it is made. Mere receiving of the letter is not sufficient, he must read
the message contained in the letter. \

-l"fﬂ.'-
'.’ .-‘\.-_
Communication of acceptance: Lt RS
Communication of acceptance is complete : B
s LY N ‘L b e i
As against offeror : When offeree puts the ﬂEﬁEp%anE \n,_u 'v.:El urse of transmission and
A

it is beyond his reach to stop it. (:\ \, {::x_  \

As against offeree : When the acc tu\u‘/umf :t\r:lj the knowledge of proposer.
(/: N

Modes ¢ :

Section 3 of thg, Act p]:e;htipa&h /g?ﬁgm%s two modes of communication namely,
(a) by any act and (b) bﬁnmisgthn.

\ { L7 :
Communication bu act would include any expression of words whether written or
oral, Written words will include letters, telegrams, faxes, emails and even
advertisements. Oral words will include telephone messages. Again communication
would include any conduct intended to communicate like positive acts or signs so that

the other person understands what the person “acting * or ‘making signs’ means to say
or convey.



b)

8)

b)

Communication of acceptance by conduct. For instance, dellvery of goods at q Price

by a seller to a willing buyer will be understood as a communication by conduct ¢4
onuey acceplance.

Communication of acceptance by ‘omlission’ to do something. Such omission s
conueyed by a conduct or by forbearance on the part of one person to conuey hig
willingness or assent. However silence would not be treated as communication by
‘omission’,

Reuvocation of Offer and Acceptance:

Revocation of offer Is valld before offeree puts the acceptance in course of
transmission and It is out of his reach to stop it.

Revocatlon of acceptance is valid before acceptance comes to the knowledge of
offeror,

Ordinarily, the offeror can revoke his offer before it is accepted. If he does so, the
offeree cannot create a contract by accepting the revoked offer.

Example: the bidder at an auctlon sale may withdraw (revoke) his bid (offer) before it
is accepted by the auctioneer by fall of hammer.

An offer may be reuoked by the offeror before its acceptance, even though he had
originally agreed to hold it open for a definite period of time. So long as it is a mere
offer, it can be withdrawn whenever the offeror desires.

Example: X offered to sell 50 bales of cotton at a certain price and promised to hkeep it
open for acceptance by Y till 6 pm of that day. Before that time X sold them to Z. ¥
accepted before 6 p.m., but after the revocation by.X.\In this cése it was held that the

offer was already revoked. \ M

e

Contract through Post: As acceptance, In"Eﬁ'g[ishl law; cannot be revoked, so that once
the letter of acceptance is prppéﬂg posted the contract is concluded. In Indian law, the
acceptor can revoke his. acceptance any time before the letter of acceptance reaches
the offeror, If the réuocation teélegrani arfives before or at the same time with the
letter of acceptance, lhn’rtuuc"tthri' is absolute.
Example: A offered by a letter to sell his car to B for 2 4,00,000. The letter was posted
on 1* Jan which reached B on 4™ Jan. B accepted the offer and posted his letter of
acceptance on 6™ jan. Here A became bound by the offer on 6™ Jan. In this case offer
could be revohed by A at any time before 6" jan.

B accepted the offer and posted his letter of acceptance on 6™ Jan which reached A on
9™ jan. Here B becomes bound by his acceptance on 9™ Jan. In this case the acceptance
could be revohed at any time before 9" jan.

Contract over Jelephons: _
A contract can be made over telephone. The rules regarding offer and acceptance



well as their communication by telephone or telex are the same as for the contract
made by the mutual meeting of the parties. The contract
is accepted but the o

is formed as soon as the offer
fferee must make it sure that his

Explain different modes of revocation of offer. (Nov. 2018)
ti

An offer may come to an end b

4 communication of notice of revocation by offeror. An
offeror can reuoke his offer at

any time before he becomes bound.

Example: A offered B to sell goods at X 5,000 through a post but before B could accept
the offer A received highest bid for the qQ
informing 8

oods from C. So, A revoked the offer to B by
over the telephone and sold goods to C.

The time for Gcceptance can lapse if the acceptance is not given within the specified
time and where no time is specified, then within a reasonable time. This is for the
reason that proposer should not be made to wait inde

finitely.
~ful!

Where the acceptor fails to fulfil a condition precedent to acceptance the proposal
revoked. This principle is laid down in Section 6 of the hq:'f The. offeror for instance
may impose certain conditions such as executin

g g-certain document or depositing
certain amount as earnest money. Failure to satisfy any condition. will'result in lapse
of the proposal. A A S

N Aok et 3
.-“"H“"\ "L‘ \‘ .h". ,r} o
Suppose where ‘A’ proposes to sell his f‘!mu;exiﬁ'--lge"--'__a'-.,]‘.ér ¥ 5 lakhs provided ‘B’ leases
his land to ‘A’. If ‘B’ refuses_m-lgnsnz\theiqni}. the o

er of A’ is revoked automatically.
\ \ \
""-, \\ ff.

gets

Death or insanity of the proposerould result in automatic revocation of the proposal
but only if the fact of déath|

‘ or-insanity comes to the knowledge of the acceptor. But if
the offer is accepted in ignorance of the fact of death or insanity of the offeror, the
acceptance is valid:-This will result in valid contract and representatives of the
deceased offeror shall be bound by the contract.

By counter offer by the offeree :

Where a counter offer is made by the offeree, then the original offer automatically
comes to an end, as the counter offer amounts to rejection of the original offer.

Bu rejection of offer by the offeree :
Where the offeree rejects the offer, the offer comes to an end. Once the offeree
the offer

he cannot revive the offer subsequently. The rejection of offer




Qs:
-

Ans;

i)

i)

"9

expressed or implied.

A) Introduction;

An agreement comes into existence when one party makes a proposal or offer 1o ¢

his acceptance to it. A contract is an agreeme
become a contract an agreement must give rie
to a legal obligation. If an agreement is incapable of creating a legal obligation, it

other party and that other party gives
enforceable by law. It means that to

not a contract.

There can be agreements which are not enforceable by law, such
religious agreements. The agreement is a wider term than the contract.
need not necessarily become contracts but all contracts shall always be

All Agreements are not Contracts:

When there is an agreement between the parties and they do not intend to create g

legal relationship, it is not a contract.

All Contracts are Agreements:

For a contract there must be two things (a) an agreement and (b) enforceability k
existence of an agreement is a pre-requisite existence of a contract.

law. Thus,

Therefore, it is true to say that all contracts are agreements.

Thus, we can say that there can be an agreement without it becoming a contract, bu
we can’t have a contract without an agreement.

Distinguish between:
Agreement and Contract

All contracts are agreements, but all agreements are not contracts. Comment.

as social, morg| ¢
All agreemeng
agreements,

Agreement

J"ﬁ"l. L

%\ Contract

1. Meaning: (’r s
Every promise and every set of promtises,
forming the consideration{foy each

£

C ,.(Agreement + Legal enforceability)

)ther-is
called ngrumczlt/ wmir-\; V:@ES/

o

"L:"'-\‘ \ -
N\ g .
greement enforceable by law is contrad

2. Scope: ez \'h
It’s o wider term including both legal and
social agreement.

It is used In a narrow sense with
specification that contract is only lege
enforceable agreement.

3. Legal Obligation:
it may not create legal obligation. An
agreement does not always grant rights to

the parties

Contract creates a legal oblige
contract always grants certain
every party.

.




ment are not contracts.

pntract and Voidable Contract

All contracts are agreements.

Void Contract

Voidable Contract

1 i

Ceases to be enforceable by law
void contract,

An agreement 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.

'CeaD W

£ontract cannot be enforced at all.

It is enforceable only at the option of
aggrieved party and not at the option of |
other party.

becomes void due to change in
change in circumstances beyond the
plation of parties.

A contract becomes a voidable contract if

the consent of a party was not free.

'lu’.lti pnerace

tontract cannot be performed.

If the aggrieved party does not, within
reasonable time, exercise his right to
avoid the contract, any party can sue the
other for claiming the performance of the
contract.

i -
L [ 8

contract does not grant any legal
Y to any party.

+

Thgpqrfﬁ qgﬁu;se l‘pun}ént_uﬁs not free has |
the right!ta rescind the contract within a

— |

- “‘f--'

"veasonable time,

-

-~

'.\ LY
| Agreement and Illegal Agreement \) |

\

N

L
-
-

Void Agreement |> S\ \-T

Ill_tqnt Agreement

x,.f'\f"'
Adaw is said

=.=l \ t\_f] -'r

ment not enfuﬁrceql\ﬂé

vy ld \ h
-

"

An agreement with the illegal objective or
consideration is illegal or to do some act
which is illegal or immoral or against
public policy.

lagreement is not necessarily illegal.

An illegal agreement is always void.




3. Nature:
Void agreements are not forbidden under

| low.

lllegal agreements are forbidden
law.

under

|

4. Punishment;
Parties are not liable for any punishment
under the law,

Parties to illegal agreements are liable for

punishment.

5. Collateral Agreement :
its  not Necessary that agreements
collateral to void agreements may also be

to illegal

Agreements collateral
agreements are always void.

[ void. It may be valid also.
Offer and Invitation to offer

Invitation to offer

Offer
1. Meaning;
An offer is definite and capable of

converting an intention into a contract.

Whereas an invitation to an offer is only
a circulation of an offer, it is an att

to induce offers and precedes a definite
offer. rh N

-

- i

-

2. Intention of the parties;

o
o

!

If a person who makes the statement has.

the intention to be bound by it as soo as,
the other accepts, he is making ggoﬁerf\
Bk

TR

“if-.a, person \ “has-“"the intention
-negotiating on terms it is called invitation

3. Sequence:;
An offer cannot be a

1 tﬁ'Pfffr."
g
-"r-d-“ S

o

An invitation to offer is always an act

=) 1 ! BN “‘I"'*._ “-.‘_
mgct /bllgcelﬂent.-tn'
e 1)

=

precedent to offer,

n to offer,
3 T

\ ."-._
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