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ANSWER : 1(A)

Modes of revocation of Offer

(i) By notice of revocation

(ii) 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.

(iii) By non — fulfillment of condition precedent : Where the acceptor fails to fulfill a condition
precedent to acceptance the proposal gets revoked.

(iv) By death or insanity : Death or insanity of the proposer would result in automatic revocation
of the proposal but only if the fact of death or insanity comes to the knowledge of the
acceptor.

By counter offer
By the non — acceptance of the offer according to the prescribed or usual mode
by subsequent illegality
(6 MARKS)

ANSWER : 1(B)

As per provisions of the Indian contract Act, 1872, consideration need not be adequate,
consideration need not to be of any particular value. It need not be approximately of equal value
with the promise for which it is exchanged but it must be something which the law would regard as

having some value. It can be below market value.

In the given question, Mr. X was in need of money & offered to sell his casio to Z for Rs. 6,000. Z
refused to buy the same at the stated price. X gradually reduced the quoted price until Rs. 2000
was reached, which Z accepted. Before the casio was delivered, X received an offer from Mr. A for
the purchase of his casio for Rs. 4500 and X refused to carry out his contract with Z on the grounds
that the consideration was inadequate, Based on above provisions, Consideration may or may not

be adequate. Thus inadequacy of the consideration has no effect on the validity of the contract.

Hence, Mr. X is liable under the contract to Mr. Z.

(4 MARKS)
ANSWER : 2(A)

As per Section 2(h) of Indian Contract Act, 1872 Contract is an agreement which is enforceable by

law. Social agreements are not enforceable by law. As per case law Balfour v. Balfour, a husband
promised to pay maintenance allowance every month to his wife, so long as they remain separate.
When he failed to perform this promise, she brought an action to enforce it. As it is an agreement

of domestic nature, it was held that it does not contemplate to create any legal obligation.
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Father promised to pay his son a sum of’ one lakh if the son passed C.A. examination in the first
attempt. The son passed the examination in the first attempt, but father failed to pay the amount
as promised. This a social agreement which is not enforceable by law. Accordingly, applying the
above provisions and the case decision, in this case son cannot recover the amount of’ 1 lakh from
father for the reasons explained above.

(4 MARKS)

ANSWER : 2(B)

The essentials of Undue influence as per the Indian Contract Act, 1872 are the following :

(1) Relation between the parties : A person can be influenced by the other when a near relation

between the two exists.

Position to dominate the will : Relation between the parties exist in such a manner that one

of them is in a position to dominate the will of the other. A person is deemed to be in such

position in the following circumstances :

(a) Real and apparent authority : Where a person holds a real authority over the other
as in the case of master and servant, doctor and patient and etc.
Fiduciary relationship : Where relation of trust and confidence exists between the
parties to a contract. Such type of relationship exists between father and son,
solicitor and client, husband and wife, creditor and debtor, etc.
Mental distress : An undue influence can be used against a person to get his consent
on a contract where the mental capacity of the person is temporarily or permanently
affected by the reason of mental or bodily distress, illness or of old age.
Unconscionable bargains : Where one of the parties to a contract is in a position to
dominate the will of the other and the contract is apparently unconscionable i.e.,
unfair, it is presumed by law that consent must have been obtained by undue
influence. Unconscionable bargains are witnessed mostly in money lending

transactions and in gifts.

(3) The object must be to take undue advantage : Where the person is in a position to influence

the will of the other in getting consent, must have the object to take advantage of the other.

(4) Burden of proof : The burden of proving the absence of the use of the dominant position to
obtain the unfair advantage will lie on the party who is in a position to dominate the will of the

other.
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(4 MARKS)
ANSWER : 2(C)

The offer should be distinguished from an invitation to offer. An offer is definite and capable of
converting an intention in to a contract. Whereas an invitation to an offer is only a circulation of an
offer, it is an attempt to induce offers and precedes a definite offer. Where a party, without
expressing his final willingness, proposes certain terms on which he is willing to negotiate, he does
not make an offer, but invites only the other party to make an offer on those terms. This is the basic
distinction between offer and invitation to offer.
The display of articles with a price in it in a self-service shop is merely an invitation to offer. It is in
no sense an offer for sale, the acceptance of which constitutes a contract.
In this case, Ms. Lovely by selecting the dress and approaching the shopkeeper for payment simply
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.

(3 MARKS)
ANSWER : 3(A)

Though under the Indian Contract Act, 1872, the consideration for an agreement may proceed
from a third party, the third party cannot sue on contract. Only a person who is party to a

contract can sue on it.
Thus, the concept of stranger to consideration is valid and is different from stranger to a contract.

The aforesaid rule, that stranger to a contract cannot sue is known as a “doctrine of privity of
contract”, is however, subject to certain exceptions. In other words, even a stranger to a contract

may enforce a claim in the following cases:

(1) In the case of trust, a beneficiary can enforce his right under the trust, though he was not a

party to the contract between the settler and the trustee.

In the case of a family settlement, if the terms of the settlement are reduced into writing,
the members of family who originally had not been parties to the settlement may enforce the

agreement.

In the case of certain marriage contracts, a female member can enforce a provision for

marriage expenses made on the partition of the Hindu Undivided Family.

In the case of assignment of a contract, when the benefit under a contract has been

assigned, the assignee can enforce the contract.

Acknowledgement or estoppel — where the promisor by his conduct acknowledges himself as

an agent of the third party, it would result into a binding obligation towards third party.

In the case of covenant running with the land, the person who purchases land with notice
that the owner of land is bound by certain duties affecting land, the covenant affecting the

land may be enforced by the successor of the seller.

Contracts entered into through an agent: The principal can enforce the contracts entered by
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his agent where the agent has acted within the scope of his authority and in the name of the
principal.

(7 MARKS)
ANSWER : 3(B)

(i) According to Section 4 of the Indian Contract Act, 1872, “the communication of offer is complete
when it comes to the knowledge of the person to whom it is made”.

When a proposal is made by post, its communication will be complete when the letter containing
the proposal reaches the person to whom it is made. Further, mere receiving of the letter is not
sufficient, he must receive or read the message contained in the letter.

In the given question, Mr. B makes a proposal by post to Mr. S to sell his house.

The letter was posted on 10th April 2020 and the letter reaches to Mr. S on 12 April 2020 but he

reads the letter on 13th April 2020.

Thus, the offer made by Mr. B will complete on the day when Mr. S reads the letter, i.e. 13th April
2020.

(ii) When communication of acceptance is complete: Where a proposal is accepted by a letter sent
by the post, in terms of Section 4 of the Act, the communication of acceptance will be complete as
against the proposer when the letter of acceptance is posted and as against the acceptor when the
letter reaches the proposer.

Revocation of Acceptance: The acceptor can revoke his acceptance any time before the letter of
acceptance reaches the offeror, if the revocation telegram arrives before or at the same time with
the letter of acceptance, the revocation is absolute.

In the given question, when Mr. S accepts Mr. B’s proposal and sends his acceptance by post on
16th April 2020, the communication of acceptance as against Mr. B is complete on 16th April 2020,
when the letter is posted. As against Mr. S acceptance will be complete, when the letter reaches
Mr. B i.e. 20th April 2020. Whereas, acceptor, will be bound by his acceptance only when the letter
of acceptance has reached the proposer.

The telegram for revocation of acceptance reached Mr. B on 19th April 2020 i.e. before the letter
of acceptance of offer (20th April 2020). Hence, the revocation is absolute. Therefore, acceptance
to an offer is invalid.

(iii) It will not make any difference even if the telegram of revocation and letter of acceptance
would have reached on the same day, i.e. the revocation then also would have been absolute. As
per law, acceptance can be revoked anytime before the communication of acceptance is complete.
Since revocation was made before the communication of acceptance was complete and
communication can be considered as complete only when the letter of acceptance reaches the

proposer i.e. Mr. B.

5|Page



(6 MARKS)
ANSWER : 3(C)
(a) It is a valid express contract
(b) It is not a contract as it is a social agreement.

(2 MARKS)
ANSWER : 4(A)

Problem as asked in the question is based on the provisions of the Indian contract Act, 1872 as
contained in section 2(d) and on the principle ‘privity of consideration’. Consideration is one of the
essential elements to make a contract valid and it can flow from the promise or any other person.
In view of the clear language used in definition of ‘consideration’ in Section 2(d), it is not necessary
that consideration should be furnished by the promise only. A promise is enforceable if there is
some consideration for it and it is quite immaterial whether it moves from the promise or any other

person.

The leading authority in the decision of the Chinnaya Vs. Ramayya, held that the consideration can

legitimately move from a third party and it is an accepted principle of law in India.

In the given problem, Mr. Sohanlal has entered into a contract with Mr. Mohalal, but Mr. Chotelal
has not given any consideration to Mr. Mohanlal but the consideration did flow from Mr. Sohanlal
to Mr. Mohanlal on the behalf of Mr. Chotelal and such consideration from third party is sufficient
to enforce the promise of Mr. Mohanlal to allow Mr. Chotelal to use 1 acre of land. Further the
deed of sale and the promise made by Mr. Mohanlal to Mr. Chotelal to allow the use of 1 acre of
land were executed simultaneously and therefore they should be regarded as one transaction and

there was sufficient consideration for it.

Moreover, it is provided in the law that “in case covenant running with the land, where a person
purchases land with notice that he owner of the land is bound by certain duties affecting land, the

covenant affecting the land may be enforced by the successor of the seller.”

In such a case, third party to a contract can file the suit although it has not moved the
consideration. Hence, Mr. Chotelal is entitled to file a petition against Mr. Mohanlal for execution

of contract. (6 MARKS)

ANSWER : 4(B)

Distinction between fraud and misrepresentation :

Basis of difference Fraud Misrepresentation
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Intention

There is no such intention to deceive

To deceive the other party by
hiding the truth.

the other party.

Knowledge of

truth

The person making the suggestion
believes that the statement as

untrue.

The person making the statement
believes it to be true, although it is

not true.

Recission of the

contract and claim

The injured party can repudiate

the contract and claim damages.

The injured party is entitled to

repudiate the contract or sue for

for damages restitution but cannot claim the

damages.

Means to discover | The party using the fraudulent act | Party can always plead that the

the truth cannot secure or protect himself | injured party had the means to

by saying that the injured party | discover the truth.

had means to discover the truth.

(3 MARKS)

ANSWER : 4(C)

A contract made with or by a minor is void ab-initio: Pursuant to Section 11, a minor is not
competent to contract and any agreement with or by a minor is void from the very beginning.

(i) By following the above provision, Mr. Gupta will not succeed in recovering the outstanding
amount by filing a case against Srishti, a minor.

(ii) Minor cannot bind parent or guardian: In the absence of authority, express or implied, a minor is
not capable of binding his parent or guardian, even for necessaries. The parents will be held liable
only when the child is acting as an agent for parents.

In the instant case, Mr. Gupta will not succeed in recovering the outstanding amount by filing a case

against Mr. Ram, father of Srishti.

(iii) No ratification after attaining majority: A minor cannot ratify the agreement on attaining

majority as the original agreement is void ab initio and a void agreement can never be ratified.
Hence, in this case also, Mr. Gupta will not succeed in recovering the outstanding amount by filing a

case against Srishti, after she attains majority.

(5 MARKS)
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