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Sectio of the Indian Contract Act, 1372 provides
that an agreement in ovderto a contract , must
salicfy the following conditions-

1) The porties must "be compelent to contract

2 Tt must be made by the free consent of the pasties
3) 1t must be made va a lawfv) cnsideyation and

with a lawful pbject.
4 1t should not have been expresly dedared~gsvoid

bg law .

Capacity to contract

Meaning - Capaci? vefers o the competence of the parties.
to make a contract.

1 nlr
" bvery person is compelent Lo contract who is the
age of majority accoyding to the law o which he is
sﬂmect,a who is of ‘sound mind and s not disqualifed
fom con‘tvacting by any law to which he is subject. X

(apacily to (ontract

Yes No
(Contract valid |Contract iovalid
Major Minor

Sound Mind  |Unsound mind
Nat disqualified |DisqualiFied by
by law law

v




1 Age of Majority -
* In India, the age of majority is regulated by

the Indian Majority Act 1215

* Lve1y person domiciled in India shall aitain the age

of majority on the completion of I8 years of age and
not before.

vela inor's_agreement | position of Minor:-

| itradt made with ox ino7 is void-ab-intio;
* ) minor is not competent to contract and

ané; agreement with o bg a minor is void from
th very beginn'mg‘

(SN y

. A minor cannot vatify the agreement on attainin
the majority as the org nal agreement is woid ab
intio and a void agveemen‘[ can never be yutified

A minor can be a beneﬁ‘davg ov can take benefit
out of o contract:

* Though a minov is not competent to wniract,
nothing in the Contrad Act prevents the minor from
mating” the ther party bovnd to him

* A minor cannot become partner in a partnership firm
However, He may with the consent of all the partners,
be admitted toaqhe beneFits of parinership.




Y s novity*-
* A minor can always plead minori and
is not stopped 1o do so even where he has” taken
any loan ‘ov entered into any contract by falsely
YGP“IethtM that he was major
* Rule of %sto,)pel connol be applied against a minor

Liabili 0(es307165!-
¢« f claim for neessaries supplied to a minor is
enforceable by law.
* There is no personal l?abilily of the minor, but onlg his
properly is liable
e To render minors estate ljable for necessaries two
conditions must be satished .
] The contract must have al76ady asuffident supply
of these necessaries ‘
ii] Necessaties [Food, clothing, shelter,education Funeral

evemonies, etc) mean those things that ave essentially
needed by a minoy

They cannot include luxvries o UﬂﬂQ(QSSGﬂy
articles.

Contract ian - how fa 0Y(¢

* Where the guardian makes a comitvadt for the
minor, which is' within his competence and which is
for the benefit of the mimor, there w be a valid
contract which the minor can enforce



> B minor's agreement bein absolulely void, there
can be no question ol the specibic performance of
such an agreement.

No_insolvencyr
* A minor cannot be decloved as insolvent as he is
incupable of contracting debis and dves are payable
from the personal properties of minorand he shall
never be held persmnallaq liable.

Portnership -
* A minor being incompetent to contract connot be
a partner in a partnexship fivm. but, he can be
admitted to the benefits of parinewship

[Mnoy can be an agont:-
« A minor can acf as an agent. Bt he will not
liable to his Pw‘mdpal fov his acts.

C t b t -

+ An infant is not capable “of binding his parent
or guardian even for neessaries.

+ The parents will be held (iable only when the child is
achng as an agent for parents



ont 7 and adv
' 1n such a case, The adul’r w |l| be llable on the contract
and not the minor \

* eql swapmlsn and
diena arve joint promises
to Benehdory ankita mam

il siv Tiana
o1 minoL
Joint promisors f<

‘Hm‘ 1F After 2 months Tiana will not give any money than she is not personally liable o pay ’
the money as she is a minor

Surefg for @ minor:
« In a contract of guvantee when an adult stands
surety for a minor then he is liable to third pavly as
there 15 direct contract between the surety and third

Pody ﬁg’[of&mnte ) |
* 69’ Anand siv guomnteed for %’ﬂh
the 1aking loan by hnga

Mmor as Shareholder:-

* A minov. being 'mcompelent to contvact canno}
be a sharcholder of the company.
Dol « minor may achng thougn his lawf) quordian
bewme a shareholder by transfer or transmission
of Fu\ly paid shares lo ‘him

Lighilil _of toris)
« A tort s a o) w7ron

* N minor is liable in tort yn ?853 the tovtin reah}y isa

breach of a contract




1] Person of sound mind:-
"R person is sdid to be of sound mind for the
puiposes of making a contract if, at the time when
he makes it is cpable of undersianding itand of
forming o vational judgement as to its ‘effed upon

his interests"

Unsound Mind
Mertent Tosornd)
Mmlﬁg Dronken porson |

5omeﬁmles sound sometimes unsound
Valid contract

T Contract by disqualified person-
- Besides minors and persons of unsound mind,
there are alsp other persons who ave d?_cquah'ﬁecl
from contracting , portially or wholly so that the
contracts by sudh persons ave wid.
* The following persons fall in this cate oty foreign
sovercigns afd Ambassadors . Corporations, Gonvicls,
Insolvent,ctc

* " Two or more persons are suid to consent when
the agree upon the same fh‘mg in the same
sense”

*free (onsent is necessary for the vaMHgofa contract




Consent is said to be free whenitis not caused by

(9 Coercion

@ Undve Influence
@ fravd

@ Misrepresentation
©® Mistake

When consent 1o an agreement is caused by ‘coercion,
fravd, mis vepresentation o7 undue intuence , the
agreement is @ conlract widable at the option of the
party whose consent was 50 caused.

g Coercion:

« Coercion is the committing or threatning to commit,
any ac focbidden by the Indian Penal Code.

Tge unlawful detaining. o1 threatning 10 delain any
property to préjudice of any person “whatever

o with the Tntention of cavsing any person to enter into

X

an_agqveement.

a) Contract induced by coerdon is voidable at the
option ok the party whose consent was so obtained.
b Te parly vesdding a vold contra ct shovld, if he

has veceioved any benefkt from the other por to the

contract , restove “such benefit to the pevsom fiem whom it
was veceleved. '

Coercion (example

Tessure
The contract

A2
nsent was no
L
Not a Valid
Contract




| L] Undve Influence -|
A contracl is said 1o be induced by undue inflvence
where the velations subsisting between “the parties are
such that one of the porties Tsin & position to domin ate
the will of the other and he uses thal position to oblain
an unfaiv advantage over the other.

The essential ingredients gnder this provisions ave:
L1. Relation between the es!

e A person can be influenced by the other when o
near relation between the two exists.

* Relation between the parties exisl in such a manner

that one of them is 1n « posilion fo dominabe the whl)
of the other .

* A person is deemed to be Tn such posftun in the following
civeumstances!-

2A] Real and Apparent authority -
* Master and servant, doctor and patient efc

S .
* Where rélabon of trust and confidence exists between
the PoiHPJ to a contract

» solicitor, and client  hvsband and wife , crediior and
debtor, efc

2¢) Mental distyess-

o M yndue inflvence can be ysed against o person to get
on a ontrad wheve the mental capacity of the petson




15 tempomﬁl‘y ovpermanently affected by the veason of
mental oy bodily distress ,llness or of old age

2D) Uneonscionable barga‘ms;‘

3. 10¢ s 0 _take 2
* Where the person is in a position 1o in flvence the will

of the other in etﬂng consent, must have the object to take
adn/antage of “the other

4. Buzden of proof I &

* The burden of pnving the absence of the useof the
domimant position to obtam the ynfair advantage will lie
on the povly who is in a position to dominale the will
of the other.




‘} DIFFERENCE BETWEEN COERCION AND UNDUE INFLUENCE

Nature of action

It involves the physical force or
threat. The aggrieved party is
compelled to make the contract
against its will.

It involves moral or mental
pressure.

Involvement of
criminal action

It involves  committing or

threatening to commit and act

forbidden by Indian Penal Code or

detaining or threatening todetain
roperty unlawfully.

No such illegal act is
committed or athreat is
given.

Relationship between
parties

It is not necessary that there
must be some sort of relationship
between the parties.

Some sort of relationship
betweenthe parties is
absolutely necessary.

Exercised by whom

Coercion need not proceed from
the promisor nor need it be the
directed against the promisor. It
can be used even by a stranger to
the contract.

Undue influence is always
exercised between parties
to the contract.

Enforceability

The contfract is voidable at the
option of the party whose consent
has been obtained by the coercion.

Where the consent is
induced by undue influence,
the contract is either
voidable or the court may
set it aside or enforce it in
a modified form.

Position of benefits
received

In case of coercion where the
contract is rescinded by the
aggrieved party, as per
Section64, any benefit received
has to be restored back to the
other party.

The court has the
discretion to directthe
aggrieved party to return
the benefit in whole or in
part or not togive any such

directions



1] Fravd-

The FOUOw“mg ave the essenbial elements of the fravd -

« There myst be” a vepresentation and it must be false

» The vepresentation must be related 1o the fact

» The yepresentution should be made befove the conclysion
of the contrack with the nbention kb induce the other
party to acl ypon it.

«_The vepresentation shoud be made with a kno wjedge of
its fu\sifyA

* The other pavly must have relied upon tne. 7epresentation
and (onseqvay sufeved a loss

CHect of fravd vpon a validity of a contract -
When the consent to an agreement is cavsed b
the fraud . the contvact is woidable at option of the porly
defravded and he has.the follo wing vemedies -
1. He can vescdind the contvact
2. He can sve for damages
2. He can insist on the performance of the conbract
on the condition that he shall be put in the position in
which "he-wovld have been had the representation

Alia cun sve case
against kapil if it was

]nq‘enﬁonal




Mere sllence is not fraud:-

j Wheye there js no duty lo speuk cases silence does not
amount 0 fravd

9) Silence is fravd when it is the duty of the person
ing silence to speak.

following contracts come within this category.;

a) ﬁ’dugigxg Relaionship:-
Here the person in whom confidence is reposed is
under a duly bo acl with utmost good faith and make

full disclosure all material facts conerning the agreement
known o him

b)LContract of Insivance®|
In conbads of marine, fire and life insurance. there is
an imp“?d condibion that 1l disclosuve of matevial
fucts shall be made ,otheywise the inswey is enbbed
1o ayoid the contradt

cJLCo lage
Every material ;ai ¢t must be disclosed by the parties

to « conbract of marridge

d] L Contracts of Family settlement:-
These contracts “also requive foll disclosure of
materia) facks within the knowledge of the partfes




e) [Shave Allotment contracts I-

Persons issufng ‘prospectys’ ot the time of public
issve of shaves | debentvyves by a joint sloct compan
have to disclose all material facts within theiy

knowledge
3) Luhere the silence 1¥self is equivalent fo speech:-

For example, A saysto B “If you do not deny it
1 shall assume that the horse is sound” A says nothing
His silence amounts to speech

7] Misyepresentation:-
1. statement of the fad ,which of false. would constitute
misvepresentation iFthe maker beleieves it 1o be trve but

which is not justitied by the information he possesses*

2. When there is a

breach of du

by a person without

any intention to dereieve which bings an advan tage

{o "him.

- FRAUD V/S MISREPRESENTATION -

|

‘the statement as untrue.

Intention To deceive the other party There is no such intention to
by hiding the truth. deceive theother party.

Knowledge of The person making the [The person making the

truth suggestion believes that |statement believesit to be

true, although it is not true.

Rescission of the
contract and claim
for damages

The injured party can
repudiatethe contract
and claim damages.

The injured party is entitled to

repudiate the contract or sue
for restitution butcannot claim

ithe damages.

Means to
discover the
truth

The party using the
fraudulent act cannot
secure or protect himself
by saying that the injured
party had means to
discover the truth.

Party can always plead that
the injuredparty had the
means to discover the fruth.




legal effects of agieements without free consent-

» When consent to an agreement is caused by coexcion,
fravd or missepresentation the agreement is a contract
voidable at the option of the paﬂg whose consent was so
caused .

* Bufaperson who had the means of discovering the
tvuth with ordmarg diligence canmot avoid a conlyact
on the ground that "his consent was covsediby misropresen-
-1ation or slence amounting lo fravd. ’

[z Mistake:- |
o Mistuke may be defined as mnocent o7 erroneovs belief
which leads the Pml‘y to misundesstand the others .
Mistate may be either Bilatexal or Unilatera).

* Bilateyal mistake is when both the parties to a contract are
under @ mistake

* Unilateral mistake is when only one party to the contract
is ynder a mistake

1]\ Mistake of law:-

* A mistake of law does not vender a contract void as
one canpol take excuse ofignorance of the luw of his
own-country.
* Mistake of ?mvf n law 15 excusable and is treated like a
mistake of Fac?




2| Mislate of fact:- |

Where both the porties to an a veement ave under a
mistake as to a matler of fact essenbial to the agveement
the agreement is void.

1n%each of the Following cases the consideration os
object of an agreement is Said to be unlaw ful:

1. When Cons is for - |

Acts  forbidden by laww are those “which are punishable
onder any statve as well as those pabibited by yegulations
orders madein exercise of the authority. wnlfesred by the
legTslatwe.

2| When consideration o object defeats the prowision of law -
If the intention.of the pmh“es is to defeat the provisions
of law, the couvt will not enforee it.

3 Lhen it 1s fradvlent :-
Agreements which are enteved into fo promote fravd
are~vojid.

4| When considevation involves inyury to the person o
pperly of anolher-

"The" geneval term ‘injury’ means criminal or
wrongFul “horm.



5. When consideration is immoral - |

6

“some of the agveements which are held to be opposed
to public PO“‘y ave-

te O

- | Any trade with person ownin
allegiance o a 9ove1nment ot woy with India"wilhov
the "license of the govmnment of India is ‘woid.

i) SHfl =1 An Agreement to present
proceedings aleady instituted fomunning theix normal
covise using force tends be a pevversion or ‘an abuse of
justice ; thevefore such an agveement 7s void.

Lii)_Intesference withthe course of wstice: | An Agreement
whose object is toindueany judicial officer of the state
to act partially v coroptly is void as it is opposed o

public policy .~

5tiflin9 Pyrosecution Interfevence with couvse
of justice
'

@ muyder >® (x)—sie ®

\ Eye witness




[i) Maintenence and Champerty-|

» Maintenance is an agreement in whicha person
promises [0 maintain suit in which he has no interest.

* Cham perly is an agreement in which o person agrees fo
assisl_anothez in litigation in exchange of a_promise o
hand over a portion of the proceeds of the action.

* The agreement for supplying funds by way of Mainlenance
or champerly is valid unless NN\

d) 1t is unreasonable so as Lo be unsk 10 other party or

b) It is made by a malidious motive.

Champerty & Maintenance

s An Aqgreement to i'raFHckingto public ofice is

opposed.to-public policy.. as it interfeves with the appoint-
-ment of '@ person best qualified for the service of the public
e The following are the examples of agreements that ave
void-sine are the amount to sale of public offices!-
J Ao Agreement 1o pay money to a public servant in
order Lo induce him to wetire Trom his office sothat
another person may secre the appointment ic void



vi)_Agxrements tending 1o create monopoliess-]

o ﬂgreementt having for their object the establishment
of cr;nompolies are_opposed to public poh“cy and thevefore
void.

i) Movriage Bwokerage agveementsi-| An Agreement to
neyotiate “marriage for reward whidh is known as a
mcnﬁa(c]e bmkerage contract is wid as i} i opposed to
public policy.

Marriage Brokerage Agreement

mk;:;;:lﬁ'g%jm,\ o)
L"““"””’“ﬂ
viii) Interest against*obligation | Examples are as follows:-
I An Hgveomeh’[ by an agent to veceieve without his

principal's consen{ compensation from another for the

pet foomance of his agenc% is invalid
2. B, who is the manager of a hvm, agrees to pas a cwnlract

1o X if X pays 10 A 220,000 privalely, The agyeement is

void .




VOTD AGREEMENTS -

1 ngomeni in_restvaint of mariiaaqe:-

E\lmg agreement in restraint of marviage of any
person other than a minor , is volid.

2. Agreement in vesiraint in trade:-

An Agreement by which any pevson is vestrained
From exercising a lawkul profession. 1rade oy business
ol any kind .is to the extent void.

['xcepHons',—

1.|3ale of Goodwill:-

Where o person sells the gooduill of a business,within
specified loal limits; so long as the buyer or his sucessor.
in Interest carries on a like business therein such an
agreement s valid-

2.[Indian Pavinevship Ad:-
1F an outgoing paitner makes an agreement with the

ontinving pavtners that he will not carry ov an

business similar 1o that of the hrm wilhin a specified

period o1 within specified local limids, cuch an agreement,

thought in rveshvain} of trade ,will be valid ,if the

re:?vicHoy\s imposed are yeasonable




3 Ligreement of service -
An Agveement of service by which an employee
binds himself , during the term of his agveement.

not fo compete with his employer Is not restraint
i trade

Exceptions of Restraint in Trade
_ saleofGoodwill
Chitale - C VIRANI

Ower of Bala Waders.
5

aaaaaaaaaaaaa

aaaaa

eeeeeee

sell Bhakarwadi in Pune
5

3 Agreement in vestvaint of legal proceedingsl-

fin agreement in vestvaint of legal proceeding i the
one by which any parly there fo s vestricted absolutely
frem enforcing his 1ights under a contract ﬂ‘mw?h a
Court.

o the above -
i) A contract by which the povbies agree that an
dispule between " them in respect of any subject shall be
veferred to avbitvation and that only the amount
awayded 1n such arbitralon shall be recoverable is o
valid contract




* The meaning of which is uncertain .
* Min Agreement the meaning of which s not certain is
void gu} wheve the meaning thereof s capable of being
made certain the agveemen is valid

9 Waagering _aarpemenlr

. F\n‘ F\qar%emden) by way of a wager is vold: 3 is an
agreement Involuing “payment of a sum of money upon
the detexminabion of an uncertain events.

Essentials of a Wagey

1. There must be o promise to pay money or moneyy
woi th

2. Promise must be conditional on-an event happening
or not hap pening

3. There must be unceztainty of event

4. There must be two parkies. each parly must sfand fo win
of lose.

6 Theve mus) be common inlenbion to bet at the timing of

making such agreement.

6. PawZes should have no interest in the event except fou stake



vansackions simiay 1o Wa G -

lottevy Transactions |-
o fl loﬁeyy s a game of chance and not of skill
o knOwledge where the prime motive of porh“dpant is
gamblmg . the transaction amounts 1o a wager

*'Even "if the lottery sanctioned by the govermment of
India it s o wagerfn transachion.

*The only effed of sucg sanction s that the peyson
responsible for funing. the ottery will not be pished
undes the Tndian Pena) Code.

» |otteries are illegal and even collatera) bransactions
to it are tainted” with illegality.

i) 1Hons |-

* Crossword puzzles in which prizes depend upon the
comespondence of the compelitors solution with a
previously - prepored solution kept with the editor of
newspaper and thevefore .« wagering transaction

ii) (Speculative transuchons-|

* fn Agreemen) or a share mayket transadivon where
lhe posties intend to seltle the diffrence betwren the
contract price and the mavke} prie of extain goods or
shores on a spedhied da(y is gumbling and hence
void.

J—




W) Horse Race Tvansactioms!- |

* A horse vace competition where prize po(yab)os
to the bel winner is less than 2500, is a wager
* Transacions vesembling the wagering transaction but
are nol void+-
@ Chit fund - Chit fund does not come within the scope
of wager

@ Commexcia) transactions ov shave mavket transactions:-
» 1n these tansactions in which delievery of goods
ov shores is intended b be given of taken . do mo)
amount o wagers

@ Games of skill and Athletic Compelition -

o Crossword poales, pichire competitions and
athlelic competibons where prizes ore awarded on the
basis of sl and intelligence are the games of still and
hence such competiion are valid

@ A contract of insuvance-

* A onlract of inswance is a lype of contingent
contract and is valid ynder law and these conbracts
are differen! from wageﬂng agreements

1. | Meaning It is a contract to It is a promise to pay money or
indemnify theloss. money's worth on the happening or

non- happening of an uncertain event.
' 2. | Consideration [The crux of insurance | There is no consideration between
contract is the mutual | the fwoparties. There is just
consideration (premium and | gambling for money.

compensation amount).




Insurable Insured party has insurable | There is no property in case of
Interest interest in the life or|wageringagreement.
property sought to be | There is betting on other's life and
insured. properties.
Contract of  [Except life insurance, the | Loser has fo pay the fixed amount on
Indemnity contract  of  insurance | the happening of uncertain event.
indemnifies the insured

person against loss.

Enforceability

It is valid and enforceable

It is void and unenforceable
agreement.

Premium

Calculation of premium is
based on scientific and
actuarial calculation of risks.

No such logical calculations are
requiredin case of wagering
agreement.




