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X [What is o Contract?
The term contract 1s defined under seckion 2(h)
of the Indfan Contvact Act, 1872 as-

17> [__An Agreement enforceable by law"

The contract consist of bwo essentia) elements -
J an 09 veement and

J!ts enfor(eabnlh(, by law.

d ﬁgveement OFfer + Acteptance

b) Enforceability bf law = An Agveement 1o become o
contract must give riseto lega! obhgahon which
means duly evr? vceable by low.

Thus.

Contract= Aggrement + Enforceability by law

| AGREEMENT V/S CONTRACT

Meaning Every promise and every set of Agreement enforceable by law.
promises, forming the (Agreement + Legal enforceability)
consideration for each other.
(Offer + Acceptance)

Scope It's a wider term including both It is used in a narrow sense with the
legal and social agreement. specification that contract is only
legally enforceable agreement.

Legal obligation | It may not create legal obligation. | Necessarily creates a legal obligation.
An agreement does not always | A contract always grants certain
\ grant rights fo the parties rights to every party.

| Nature All agreement are not contracts. | All contracts are agreements. |
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' ESSENTIALS OF A VALID CONTRACT

1 | Agreement 1 | Two parties

2 | Free consent 2 | Intention to create legal
relationship

3 | Competency of the parties 3 | Fulfilments of legal formalities

4 | Lawful consideration 4 | Certainty of meaning

5 | Legal object 5 | Possibility of performance

6 | Not expressly declared to be void [as | ¢ |~

|| per Section 24 to 30 and 56]

Thos, in ordey to create a yalid contrack, the I'ollowing,
elements should be present)-

Two Paties -
e One cannot contvact with hmselF

' A conbrad innvolves al least bwo parties-

one pavty making the offer & other pavly acepting it.

* A contrach mag be made by o natvral peyson or

by an avbficig) pevsovs.

Parbies must intend o create a leqa) obligation :-
. There must be an Tnlenbion on' tne pOf\tli of porbies
to create alegal vela tonship betw een them.

+ Sodal and domestic bype of agreements ave not
enfovceable 1 court of |aw

* Hence theH do not results into valid contvact.

Case low - Balfouy v BaHour.
. Domestic agveement and the
porties did not intend to create
ang leaal yelabons.




@ Other formalities to be complied with in cerlain cuses -
* Asto legul eHects, there is no diHference
between o« wyitlen contyact and contract made by word
of mouth.
* In case of elain, antvacts some other formalities
have to complled with o make an agveement legally
enforceable

@ Cevbainiby of moamngz—\
o The "agveement must be certain and not vagve
ov indefinite.

() | Possibility of perfyrmance:
. The terms of agreement should be capable of
performance.

* An Agreement o doan act impossible in intself cannot

be enfoveed 2 . ;

@ [Qffer and Aceptance:
An agn’emen} is the First essentigl element of
a valid “contract

() Lbree_onsent -

* Two Or move persons are said  onsent when H‘Py
agvee upon a sume thing fn same sense at same time.
Lconsensus - ad - idem]




* Consent wovld be considered as free when itis not
cavsed by coercion undve inflvence , traud, misrepresenta-

-Bon and mistake.

@ Copacity of the parbes:

* Capaaly 1o contrack means the degalvability

o o o valid contr
. I{vﬁy person s competent to ontract who -

a) is_the age of mdjority
The pevson en’rering info contrack must

be of ,
b) Is ol sound mind ;-

A person should be of sound mind i.e he
should be in hisesensesnso thal he understands the
implications ol the cantract at the time of enteving into
o conbral,

¢ 1s not disqualibied by law I-
A person entering intoa contract shold
not b valiHed by his stalys, in enh’ting into conbracts,

SUch pevsons are andalieptenemip, mffmmtgng
convicts etc

@ Consideration -
' 11 Is referred to as |quid-pro-quo| ie,
somelthin g in veturn,




©) [lawfv] consideration and Objeci ]
The consideyabion and object of the agreement
must be lawful

@ Not expressly declared to be void -
The agreement entered into must not be which
the law declores’ o eithey illegal oy void.

TYPES OF CONTRACTS |

Void Contracts Implied Contract Executory Contract
Voidable Contracts Quasi- Contract Unilateral Contract Bilateral Contract
Illegal Agreements Ecom.Contracts
Unenforceable
Nt e Tacit Contract

X | On We basis of e liability -

@ \lalid Contract)-
. An Agyeement which is bmdﬂng and enforceable
is a valid contract:

* T} conlains all the essentjal elements of a valid contracts.

@ Laid Contvact:
. A void contrack is one which canno} be enfoveed
by a court of law.




* Thus, a valid contract when cannot be performed
because of some yncalled happening , becomes void .

()| Voidable Contracls -

. A Agreemen which is enforceable by law

at the option of one or more pmties thereto, bu} not at
the option of the olhes i others 15 a voidable avtwcts.

e I} may arise fym He fack ha) e conbac) may
have been brought about by one of the parhies by
coerdion, undue influence, fraud, Misvepresentalion and

Hence, other parky has righ) to iveat as o uoidable
contact.

Nlega) Contracts -

" This the contrack which law forbids © be made.
The cour? will not enforee such amtvacts bu} also the
connected contyacts.

* Mn illegal agreements are wid but all void agreements
are not necessarily 11\egal

©LUnefoeable Contract !
. lhere a Contract is good in substance by}
hecause of technical defect ie ‘absence in wrihing
boried by limitation etc one 0 both the povbies cannot
sve upon it is destribed as an unenforceable contract.



VOID CONTRACT V/S VOIDABLE CONTRACT

enforced at all.

1 Meaning A Contract ceases to be | An  agreement  which s
enforceable by  law | enforceable by law at the option
becomes void when it |of one or more of the parties
ceases to be enforceable. | thereto, but not at the option

of the other or others, is a
voidable contract.

2 Enforceability | A void contract cannot be | It is enforceable only at the

option of aggrieved party and

not at the
option of other party.

Cause

A confract becomes void
due fo change in law or
change in circumstances

beyond the
contemplation of parties.

A contract becomes a voidable
contract if the consent of a
party was not free.

Performance
of contract

A void contract 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.

Rights

A void contract does not
grant any legal remedy to
any party.

The party whose consent was not
free has the right to rescind the
contract within a reasonable
time. If so rescinded it becomes
a void contract. If it is not

rescinded it
becomes a valid contract.
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Scope A void agreement isnot An illegal agreement is always
necessarily illegal. void.

Nature Not forbidden under law. Are forbidden under law.

Punishment Parties are not liable for any Parties to illegal agreements are
punishment under the law. liable for punishment

Collateral It's not necessary that | Agreements collateral to illegal

Agreement agreements collateral fo void | agreements are always void.
agreements may also be void. It
may be valid also.

10S 2
« DNeontradk yovld be anexpress contracif the terms
are expvessecl by,wowds 01 ingmib'ng,.

Implied (ontracts -
* Implied contracts in antrast come inlo existence by
implicution most often the implications is by adion or conduct
by parties o course of dealings between them.
* Terms and conditions are not known

v eg)- Wherea coolie in mifovm picks up

qQ Iuggage.

Tacik Contyacts:-
* The word tacil means Silent.

* Tacit conbracts ave those that are inferred though

e conduct of porties without any spoken words
ov written

* Tevms A conditions ave known.



* eg:- sule of giveneffect to of the
fal of hammer in an auction sale

@[ Quasi Contracts -
- 1t Is created by law under certam diycumslances.
* The luw creates and enforres legal wighls and

obligations when no veal contract exists. % /’- !
0 6 . | r
uch obl.aal'lons are known as 3&“/ &

el D

vasi- contracts
* ey |- findey of lost goods

® [E-tontradts )
When o contrad is entered nlo by twoor more
parties using ‘electvonics means, such a5 e-mails
is known as”e-commece contiar ks
* eqr 'Bug‘mg' product online thioy gh el s /iT
an application. e

@ Executed contvacl -
When the act is done or executed. then the
contyact is an executed contvact.

@ Execulovy Contvact -
sometimes considevation is to be peyformed in
future only  and thevefore these wontracts are described
as execv OTH contracts.




Executory Contracts
]

N

|Unilateva) Contvact PBilateral Contract

X [Unilateyal (ontvact
Unilateral Contract is one sided contvact in which

one povl:y has gpcomed his duty ov Qb[\‘gaﬁon and
'5_obligation i “tstﬂndi%

X [Bllateval Contyaet -
A Bilateval Contvact is one where the obh ation ov

promise is Goulstanding on mmeLQLMmm
Classification
of contracts

| I

Validity Formation Performance

| I I

Valid contract Express contract | Executed contract
| I |

Volid contract Implied contract Exeutory contract
| I I

Volid contract Quasi contract Unilateral contract
| | |

lllegal contract Tacit contract Bilateral contract

— I

o S/ / Unenforceable
u\ ) contract



Peapsgal /ffer

Essentials of a offer are:
@ The person making the pwposal or offer is called the
“promisor’ or ‘offerov': The person to whom the ofHer
is made is called the “offeree’ and the person aciepting
the offer is called the “promisee® ov “acceplor’

@ for a valid offer, the party making it mst express
i willingness "todo’ o3 “not Lo do” something.

@ The willin %ness must be expressedwith a view to
obtol'md the “ssent. of the other_party fo whom the offer
s made.

@ An offer can be positive as well as negative

Classification of Offer

Y

(eneral | | dpecial | | Counter| | Crosc | |Standin
offer Offer| | _Mer | | oFfer | | Offer




@ General Offey:-
* Iis an offer made to public at large and
hence anyone cun accept and do the desnd act.

- GARBOLIC_SMOKE BALL

Case law - Carlil) v. Cavbolic smoke
ball (q.

@) | Specific | Special offer -
J When the offey is made lo a specific

0v an ascertained person., it s known as specficoffer.

* Spect hic oHer can be a(cepfed only by that speciPed person
to whom the offer has been made.

@) [ Cross offer:-
’ When two pasties exchange identical offers in
Ignovance of the time of each other’s off-<y, the offer are
called ‘cross oHers

* There is no bindmg contract is such a case becavse offer

made by o person canot be comstrued as ‘acceptan e of
the anothers offer.

(%) LCounter_offeri-
o When the offeree offers to guaIEHed acteptance of
Ine offer. subject tb modifications and vaviations in the
lerms of original offer, he is said to have made a
. Cf?un ter o Her amounls 1o vgjection of onginal
OfTer.
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(®)Standing 07 continuing ov_ppen offer -
. An offer which is allowed to remain open

for accoptance over a period of time is known as
standmyg or @nhinving or open offer.

Essentials of o valid Contruct

(/T caualbe cupable ol culing lepal relafions™ ]
* Offer mysl ‘be such as in law 1s capable of being

acepled ang q‘nﬁng tise o legal velationship
* A sodal invitation, even iF it'is acepted ;does not create

Iegal relations becavse itis notso intended.

()1t musk be certain , dehntte and not vaquer-
o 1F the terms of an oHer are va?ue of indefinite,
its acceptance cannol create any contractval velationship.

G)1t musk be communicated 10 the oHevee:
*An offer, to be compelete , must be commumicated
to the person to whomit is made, othevwise theye can be no
acceptance of it,
* hn ‘acceplance of an ober, in jgnorance of the oHer, s
not acceplance and ‘does not confer any right on the
acceptor.
Case law:-| Lalman Shvkla V. Gawridutt




®

1\’t must be made with a view lo obtaining the assent
(0]

1ty -

v And not merely with a view {6 disclosing the
intention of making an olter.

®

1t

may be conditional -

* " fn olfer can be made subject to any terms and

conditions bg the oHeror.

®

Q
®

Offer should not contain a term the non-complian ce

f which o e -
*  Thus, one cannot say Hat i acceptance is not
communicated by a ceztain time the offer would be
considered as acrepted.

The offer may be either specific or general.-

[he offer may he express Q1implied.'—

0

ey is diffevent From 1-

()

meve statement of intention -
egi- Afather wrote his son aboul his wish

oF making him the owner of all his

propeﬂy is mere a slatement of inken tion.




@ An invitation to offer:-

« In case of aninvitation to make an offer"
the pevson making the Invitation does not make an offer
tather vites the othey party to make an offer.

* His objective is to send out the invitatin Lhat he is
willing to deal with any person who, on the basis of
suth “invitation is eady to enter into contract with
hm subject to final terms and cnditions.

A Stalement of priceis not an offer -
* Quoting the price of a product does not
conshitute it an offer.

@ A mere communication of information™-

*| Tollowing are examples of invitation to offer Lo huy
01 sell -

® An invitation by o ompany to the public to svbscribe
fovits shares.

@ Displayof goods fov salein shop windows.
(3) Advewh?sin auction sales ond P
@) Quoltation of prices sent in reply o a

quey regmch‘ ng prices.



Difference between OFfer and An Invitation to Offer

Meaning

Section 2(a) of the Act, an offer is
the final expression of willingness
by the offeror to be bound by the
offer should the other party
chooses to accept it.

Where a party without |
expressing his final willingness |
proposes certain terms on
which he is willing to negotiate |
he does not make an of fer, but |
only invites the other party to |
make an offer on those terms.

Intention of the
parties

If a person who makes the
statement has the intention to be
bound by it as soon as the other
accepts, he is making an offer.

If a person has the intention of |
negotiating on terms it is called |
invitation to offer

Sequence

An offer cannot be an act
precedent to invitation to offer

*

Acceptance-

Definition of Acceptancer

IhD ACAN

) L i
oseNnt
0 DC a

"&‘. n(t M/

An invitation to offer is always |
an act precedent to offer

P\cceptamge

4
A

(Peloﬁonship between Offer and Acceptancer-

* The offer can be withdrawnjust before it 15 accepled.
* Nccep tance converts the oHer into promi se and lthen
itis T late to yevoke it.

o 0Mfer in itself cannot create an

d

legal Telationship

but it is the acceptance by the offeree which crealtes
a legal velationship.



* According to Sir willam Anson Q‘\”
“Accepance to offer what a lighied matlch s o a
train of gun pow der”
* This means as soon as the fvain of gun powder is lighted
it wold explode. Train of qun powder Loffer in itsell is
inert., but it is the lighted malch Laceptance] which
cavses gun powder to explode.

Rule : Offer once accepted cannot be revoked
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— “An acceptance to an offer is what a lighted match is to a train of gun -
powder”

Likewise, once acceptance is given to an offer, only a contract can
happen and thus offer cannot be revoked

Legal Rules regarding a valid acceptance:-
\"4 vV \Y

@ | Acteplance can be given only by the person to whom
offgy is made:-

* In case of speific offer, it can be accepted only by
the pexson to whom it is made.

Cuse law :- | Bovlton vs. Jones O] oty

deulings

.. Held, as the offer was made | @it
ones|  —seofanoffr was recleu
tQ Bo U “:0“ 9 Thwe WaS no @ intended to Brocklehurst &mn as we vjwef'nig

conbyact bebween bavlton and
Jones.

sent the gouds T




* In case of general offer, it can be acepted by any pevson
who has the knowledge of te offer
[Cavli vs. Cavbolic ‘smoke ball co. Usm)]

® Acteptan e must be absolvte and vngualified -
*  Aceplance is valid only when it is absolute and
ungualified.
Case law | Nedle Vs. Meyret

A 22,40,000 = B
{OHeror) — Tand [OHerce)

Bal 2 2,00.000
—v v
90,000 50,000 50,000 50,000
2 tere, The acceptance was nol
valid

Case law t=_Union of India v. Bahulal |

The Acceplance must be communicaled -
* 7o conclude a contract belween the parhies,
the acreptance must be gmmunicated

(ase law:- |Brogden vs. Metropolitan vailway Co.

(@[ Acceptan ce must be in prescribed mode -
. Where the mode of acteplance is prescribed in the
pmposal . i} must be acropted in that manper.

(5) [Time:
Acceptance must be within the specified time limit,
if any. and if no ime is stipylated , acceptance must be
given within the reasonable ime and beforetne offer lupses.

(© [Mee silence is not acceptance:-
+ The acw‘;tance of an offer cannot be implied From the
silence of the olferee oy his failyre to answer .

@ [Acceptance must by cmduct | Implied Acteptance:-
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% | Communication of Offer and Acceptance!-

() [Communication of OFfer:

v “The communication of offev is complete when it
comes to the knowledge of the person to whom it is made"
» Mere veceieving of the lefter is not sufident , he must
veceipve oY read the message contained m he letter.

* Thos, il can be symmed up Toie ol
thal when a proposal is made up T
b POS{‘ its communicubion wi)l W i e ook o o complte]

be complete when the letter T ——

cntaining the proposal reaches the person to whomit is
made.

Commvunication ot Acceplance:-
o Commynicakion ol aaeptance is complete -

1) As against the proposer, when it Ts put in the covrse of
transmission to him soas [ be ouf of the power of the
acieptor to withdrew the same.

1) As against the acceplor, when it comes
to the knowledge of the proposer

o
[Ofer letter sent
on 01]01/2022

Wrote [etlerof
communication ol offer aceptance 3 sent
as against the offeror it onoslorfz2
on 0510122 e, The Ahiugh post so ol
da’\rg @ w‘m{r m? offeree Ltr ‘é““;‘,::’ ontrol

However , from he \iew poind of acceptor, & =
h bound f } g
e wi]] OU b th 0((9 ah(e On' luhl?ﬂsll comes fo «
kv’v:wledge of the
offeror

when the Ietter of aceptance has
eached the proposer



2k | Revocation of QH cceplancel-

» , (O G
@ 2?\’9(0 OY‘ Q O " & E;‘[:,TM es on
* The offeror can revoke his offer before ™) [

it is ace Pt"‘lv Wb
) 1F he does SQ tho OHPYPQ CunnOt Cweate a n oelo1]22, e, Ehe date on which oFferee sends his
contract ty acephry the Tevoked offer. o

“Belove 05101122, e on e dalz where accepfance
has been sent by offeree

When does ommunication of aceptane be ompleted
as against the offeror?

@ |Revocution of Aceptance:-
* A proposal cun be eyoked at any tme
before the communication of ifs aceplane

.is complete as against poposer
An acceptance may be revoked at e
\ I3 to Mr. Bean's
any time before the’commumication is e
etter of Aceplancefc-
complete (s against the acceptoy oot Pidimssio o

Acceplance cun be tevoted
angtime belore oglo) J22

S | Modes of vevocation of 0Ffer.

1\ By nobice of revocation:-

J[By lupse of time:

The bwe For acceptance cun lapse if the aceplunce
is not given within the specified time and where no me
is specified . then within the reasonable bme

3)|By Non- ful Fitment of condition -
Where the aceptor fails to ful Rl a cond: ton
precedent to acteptance the proposal gets revoked.




4)\'By_death or insanity |

Death or insanity of the proposer would result
in avlomatic vevocation of proposal.

o) |By countey offer:-

e} By the non- aceptance of the offer according to the
prescribed ov ysva) mode. -

1) By subseguent illegality -

X L Communication of spedal conditions:-
* Sometimes there are sitvations where there are cnlracts
with special condilions.

» These special condibons are vveyed ladll y and the
acceptance of these conditions are also (dnveyed by the
offevee ugain tacll y o1 wi thout him rea\izing it.

Caselaw *| lily White vs R Mannvswamy | iy

TAKE IT EASY



