
Criminal Law Common lawCivil law Principle of  
natural Justice

Types of laws 

DEPARTMENTS UNDER THE MINISTRY OF FINANCE

Department of 
Revenue

Department of 
Economic Affairs

Department of 
Expenditure

Department of 
Investment and 

Public Asset 
Management

Department of 
Financial Services

Department of 
Public Enterprises

Departments of 
Ministry of Finance
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Department of 
Border Management

Department of 
Home

Department of 
Internal Security

Departments of 
Jammu, kashmir and 

Ladakh Affairs
Departments of 
Official Language

Department of 
States

Departments of Ministry 
of Home Affairs

Central Translation 
Bureau

Directorate of Census 
Operations

Central Hindi Training 
Institute

Department of Official 
Language 

Department of Legal 
Affairs Department of JusticeLegislative Department

Departments of Ministry 
of Law and Justice

*
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Unit-1: Nature of Contracts

Types of Contract

Validity
Or Enforceability

Based on
Perfor ancem

Based on
Formation

Illegal Contract
(law forbids)

Void Contract
(cease to

enforceable)

Vo dable Ci ontract
(enforceable at

op onti )

Valid Contract
(enforceable
agreem t)en

Unenforceable
Contract

(technical defect)

Express Contract
(Word or
writing)

Implied Contract
(by implication)

Tacit Contract
(w/o words)

Quasi-Contract
(rese embl
contract)

E-Contracts
(using electronic

m ns)ea

Executory Contract
(consideration ni

future)

Executed Contract
(Act is done)

Bilateral Contract
(2 Party tionobliga

pending)

Un ateral Cil ontract
(1 Party liob gation

pending)

Agreement

Without i en n tont tio
create legal relation

With in ntentio to
create legal relation

Contract Social Agree ntme

Contract
Section 2(h)

An Agreement
Enforceable by

law

Agreement
Section 2(b)

Every pr isom e
or Set of
promises

For each other
Forming

consideration

Section 10– Essentials of Contract 
(C2L2AN)

Other than Section 10– Essentials of Contract – 
(COP3)

Free Consent Certainty of meaning
Competency of the Parties Other Formalities to be complied
Lawful Consideration Possibility of Performance
Legal Object Parties intend to create legal relation
Agreement 2 Parties
Not expressly declared Void
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All contracts are agreements but all agreements are not contract

Kinds of Offer

Express
Offer

(Word or
writing)

General
Offer

(public at
large)

I pliedm
Offer(By
Conduct)

Special Offer
(Made to
specific
person)

Counter
Offer

(Qualified
Acceptance)

Standing
Offer

(open for
acceptance
for period)

Cross Offer
(identical

offer
exchange in
ignorance )

Certain,
Definite and not

vague

Obtain Assent
of oth yer part

Not contain a
term of non
co pliancem

General or
specific

Express or
i pliedm

Creating Legal
Relation

Co unicatedmm
to offeree

May be
Conditional

Essentials of
Valid Offer

Offer/Proposal
Section 2(a)

When One
person

His
willingness

To do or to
abstain from

doing
any hit ng

He said to
make

proposal

Signifies before

to another

With a view

to obtain

assent of other

o suchT

before act

Examples of Invitation to Offer: Offer is different from: 
Invitation by company to public for subscribing its shares Statement of Intention
Display of Goods for sale in shop Statement of Price
Advertisement of Auction Sales Statement of Announcement
Price Quotation in reply to query of price
Menu card/price tags etc.

Invitation to Offer

Communication of offer is complete when it comes to the knowledge of the person to whom 
it is made

Advertisements are Invitation to offer except it is announced in the form of reward. Then 
it is considered as General Offer.

* *
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Mere Silence
is not

acceptance
Time

Must be
Co unicatedmm

Conduct/
Implied

Acceptance

Absolute
and

Unqualified

Prescribed
Mode

Accepted by
Person to

whom offer
is adem

Rules regarding
ValidA cecceptan

(MT- )C2AP2

Lapse of
Ti em

Insanity of
death

Subsequent
Illegality

Counter
Offer

Non-
acceptance

as per
prescribed

m eod

Notice of
Revocation

Non-
fulfilment

of
condition
precedent

Modes o n off Revocatio Offer
(LI2ON3)

Acceptance
Section 2(b)

When the
person

Proposal is
made

To whom
signifies his

assent thereto

Proposal
when

accepted

Becomes a
promise

Proposal is
said to be
accepted
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Modes of
Acceptance

Co unicationmm
by Act

Co unicationmm
by Conduct

Co unicatimm on
by Omission

Co unicatimm on of
Acceptance is pletcom ed

Against the
proposer

Against the
acceptor

Put in
trans issionm
and o ofut

acceptor power
to withdraw

When it co sme
to knowledge of

proposer

Offer cannot be
revoked once

co unicationmm
of acceptance is

co pletedm
against the
proposer

Acceptance
cannot be

revoked once
co unicationmm
of acceptance is

co pletedm
against the
acceptor

Prom sei

Offer/Proposal
Form gin

consideration

Acceptance

Co unicatimm on of
revocation is completed

Against the
person who
makes it

Against the
person to whom

it is made

Put in
trans issionm
and o ofut

person power to
withdraw

When it co sme
to his

knowledge

Silence does not amount to except for anytheacceptance
previous conduct

*
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Unit-2: Consideration

C nonsideratio

Section 2(d)

When at

desire of the

promisor

has done or

abstained

from oingd

The promisee

or any herot

person

O rr does o

abstains from

doing

Such act,

abstinence or

promise

is called

consideration

for pro isem

Or promises

to do or

abstain from

doing

so ethingm

Exceptio n Non to No Consideratio

C tuontract Rule(Na ral ABC3D)

Natural

Love and

Affection
BailmentAgency Charity

Compensation
for Past

Voluntary
Services

Promise to pay
Tim ee barr d ebtD
(Wr ten& signed)it

Co pletedm

Gift

Ou oft
natural Love

and
Affection

Near
relation to

each other
In Writing

Registered
Under Law

Services
Rende edr
Voluntarily

Rende edr
to

Promisor

Promisor
in

existence

Promisor
intended to
compensate
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Unit-3: Other Essential Elements of a Contract

Essen Valid C no tracttials of

Co pm etent

parties

Lawful

C erat oonsid i n and

Obj essect unl

Free Consent

(No y)t caused b

Not Expressly

decl d likeared Voi

Major

(completed 18

y rea s of age)

Not

Disq ed byualifi

Law

Coercion

Undue

Inf eluenc

Fraud

Misr ationepresent

Mistake

Def ate
provision/rule of

law

In uj ry t on oro pers

proper ty

O pop s ubliced to p

Policy

Fra ntudule

Cou grt re ards

im ralmo

Bil ralate

Mist actake of f

Unl wfula

C erat oonsid i n

or Object

Agreement

without

C erat oonsid i n

Agr neement i

restraint of

marriage

M dea by
In o pc m etent

Parties

Agr neement i

restraint of

Legal

proceedings

Agreement –

Unce tainr

mea gnin

Wa nggeri

Agreements

Agr oeements t

do impossible

A sct

Agr neement i

restraint of trade

Sound Mind

Forbidden by awL
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Tradi wi yng th enem

Stifling Prose ncutio

T ffi kra c i ng of
Pu fficesblic o

and Title

Maintenance and

Cha pertym

Agr oeements t

Creat iese Monopol

Marr kerageiage Bro

Agreements

In thterference wi

Cou sticerse of Ju

Consideration

unlawful rtin Pa

In nstterest agai

oblig tiona

Agr pposeeements o

to public policy

Tra ionsnsact

si ar t agermil o W

Cro uzzlesssword P

and Competitions

Horse Race

tran wheresaction

win is less than

Rs. 500

Sp eeculativ

tran ssaction

Chit Funds

Co sharemmercial/

market transaction

In ntractsurance Co

Games f illo Sk

and icAthlet

Co etmp ition

Wa nggeri

Agreement

Tra ionsnsact

resembling wager

but not void

Lottery

T onsransacti

Minor – Age of majority is regulated by Indian 
Majority Act, 1875

Every person domiciled  in India who  not 
completed as 18 years of age will be termed 
as minor

Contract with Minor is Void ab initio Guardian can enter into contract for 
benefit of minor

No ratification after attaining majority Minor is not liable for specific performance
Minor can be beneficiary or take benefit out 
of contract

Minor cannot become a partner in 
partnership

Promissory note can be made in favour of 
Minor

Minor can be admitted to benefits of 
partnership with consent of all partners

Minor is liable for torts (civil wrong) Minor cannot be declared insolvent

*
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Minor – Age of majority is regulated by Indian 
Majority Act, 1875

Every person domiciled  in India who  not 
completed as 18 years of age will be termed 
as minor

For Necessaries, Minor’s estate is liable but he 
is not personally liable

Minor can become agent but not liable to 
principal

Minor cannot bind guardian or parent Adult will be liable in case of joint promise 
by Minor and adult

Minor cannot become shareholder of the 
Company. However through legal guardian 
can become shareholder of fully paid shares 
by transfer or transmission.

Surety (adult) of minor is directly liable to 
third party 

Company will remove name of minor from 
member register if he mistakenly becomes a 
member

Minor can always plead minority even 
when earlier he falsely represent himself 
as major

Disqualifi nsed Perso

Examples

Foreign

Sovereigns

A bas rsm sado

Alien Enemy

Cor ionsporat

Convicts

Ins solvent

Political Sta stu

Corporate Status

Legal Sta stu

Incom aypetency m

arise from

Person

Having

per anm ent

sound mind

Valid Contract

Valid Contract

when sound

mind

Having

tem orap rily

unsound mind

Having

per anm ent

unsound mind

Voi actd Contr

Void contract

whe dn unsoun

mind
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Cons eansent m

Tw oreo or m

persons

Whe yn the

agree

are said to

consent
upon amethe s

thing

In mthe sa e

sense

In case of Coercion, fraud, misreprese a undue influence, the contract is voidablent tion, or

Section 14

Free Consent when n byot caused

Coercion Fraud
Undue

Inf eluenc

Mis

rep onresentati
Mistake

Coercion

Section 15

Is the

Comm gittin

Any act
forbidden

by dianIn

Pa odenel C

Or

threatening

to tcommi

Or

unlawful

detaining

To the
pr ceejudi

of any

person

With the

intention

of causing

Or

threatening

to detain

any

property

any person
to enter

into an

agreement

Essen Coerciontials of

Co m g orm ittin

threate ing ton
Co it actmm any

for ybidden b

IPC

With intention

of caus ying an

per nterson to e

into agreement

Unlawful

detaining or

threate ing ton

det opertyain pr

Imm aterial

whet sher IPC i
in force or not

where the

coer scion i

employed

Effect of Coercion

Voidable at

option of

aggrieve tyd par

Restore the
benefit or repay

the money on

rescission of

contract

*
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 List of Voidable Contracts 
Where consent is not Free due to 
 (a) Coercion
 (b) Fraud
 (c) Misrepresentation
 (d) Undue influence
Party preventing event on which the contract is to take effect (Sec 53) 
Effect of failure to perform at fixed time, in which time is essential (Section 55)

Bilateral
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Essen ials oft
Undue Influence

R ationsel
be etw en
Parties

O ect mbj ust be
to t e undueak

adv t ean ag

D edeem
Posi otion t

dom theinate
w lil (MUFA)

Burden of
Proof

Mental distress

Unconscionable
bargains

F iduciary
Relation

R aneal d
Apparent
Authority

Section 19A
Effe Uct of ndue

Influence

V e atoidabl
option of
a ievedggr

party

Court may
enf t inorce i
a m edodifi

m ranne

Fraud

Me san and
i udesncl

Comm byitted
p toarty
cont actr

Any o hef t
f l wo lo ing acts

Or
with his

co ncenniva

Wi nth a
inten ntio to

deceive
an to her party
or s agenthi

Or
b hiy s agent

Or induceto
him to enter
in coto ntract

Stating tsFac
which i ts no
tr y neue b O
who notdoes
b it to beelieve

true

Active
co nncealme t of

f cta by
one having

kno ewl dge or
b eelief of th

f cta

Prom adeise m
w o tith u

in n n fte tio o
perfo m tr ing i

A er actny oth
f d toitte
deceive

Any Act/om ioiss n
which law
declares

fraud ntule

Mere Sil ience s
not audFr
Ex tcep

Silence=SpeechDu P rson toty of e
s eakp

Essential
Elem oents f

fraud

Ha ev been
in to actduced

upon
rep entres ation/

a tionsser

h va ele r ied
upo hen t

rep entres ation
a m havend ust
been deceived

R res ationep ent
must O ht er pa ty m tr us

B ale f se

R to factelated

Made b oref e
conc ion oflus

cont actr

Made W tioith inten n
to uce the otherind

p tyar

Made with
kno ewl dge of its 

Made w uitho t
b its truthelief in

have
conseque yntl
suffered a loss
b ay cting on
rep entres ation

falsity 

*
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Ef ffect o Fraud

Voidable at
option of party

defrauded

  Canr heescind t
contract

And
Sue for

da agm es

Insist nto put i
a position if

rep onresentati
made been true

Misr ationepresent

Mean ncludess and i

the posit onive asserti

In a manner not
warranted

By eth information

of the person making it

of that which is not true

Thoug lieves it toh he be
be true

Any brea ych of dut

Withou ntent to dect i eive

Gain tage to thes advan
person committing it

Or any on me clai ing
under him

by misleadi rng anothe

to his prejudice or anyone
claim er himing und

Ca howeverusing,

A party o ag tt an reemen

T ak io m e a m stake

As to ce ofthe substan
the thing

Wh he bject ofich is t su
th m te agree en

Innocently
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List of Agreements where consideration or object is unlawful
1. Forbidden by Law
2. Defeat the provisions of Law
3. Fraudulent
4. Involves injury to the person or property of another
5. Court regards it as immoral
6. Opposed to Public Policy (9 cases)

List of Void Agreements 
1. Made by incompetent parties (Section 

11)
6. Agreement in restraint of marriage 

(Section 26)
2. Agreements made under Bilateral 

mistake of fact (Section 20)
7. Agreements in restraint of trade 

(Section 27)
3. Agreements the consideration or object 

of which is unlawful (Section 23)
8. Agreement in restraint of legal 

proceedings (Section 28)
4. Agreement the consideration or object 

of which is unlawful in parts (Section 
24)

9. Agreement the meaning of which is 
uncertain (Section 29)

5. Agreements made without consideration 
(Section 25)

10. Agreements to do impossible Acts 
(Section 56)

11. Wagering Agreement

Tradi wi yng th enem

Stifling Prose ncutio

Traf o licficking f  Pub

offices and Title

Maintenance and
Cha pertym

Agr o Createeements t

Monopolies

Marr kerageiage Bro

Agreements

In thterference wi

Cou sticerse of Ju

Consideration

unlawful rtin Pa

In nstterest agai

oblig tiona

Agreements ooppose t

pub policlic y

*
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Unit-4: Performance of Contract

Actual Performance Offer to Performance

Where a party to a

contract has done what

he had u ondertaken to d

Where a part ade oy m n
of erfo mfer to p r ance but

other party s nha ot

accepted

Prom sori

himself

Legal

Representative

Who thcan perform e

promise ?

Agent o isorf Prom or Legal

Representative

In case contract involves personal ski joint promisor onlylls, then it can be performed by

If pro isee accepts wholm e or part of promise from third party then it cannot c laim eth

same fro promisorm

Must be

uncon iodit nal
Must b dee ma

at proper time

Must b dee ma

at proper

place

Other party sha

reasonable

oppo un y ort it t

ascertain

Condition for Valid

Offer of Acceptance

Thatthe p whomerson by it is

made is able and willing there and

then to whdo the ole of what he is

bound isby his prom e to do

Obligations of Party

to Contract
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Performance

Succession Assignment
Succeeded by law Voluntarily
Both Burden and benefits get devolve on 
legal heir

Only benefits can get assigned to assignee 
and not the liabilities thereunder

*
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Ex :- A son becomes owner of estate of his 
father after his death

Ex: Creditors assigns the benefit of a promise, 
he thereby entitles the assignee to realise the 
debt from the debtor

Liability of son is limited to the extent of the 
property inherited by him

In case of personal consideration, benefit 
cannot be assigned.

TIME FOR PERFORMANCE OF THE CONTRACT (SEC 46 TO 50)

Ti e form

Perfor ancem

Application by

promisee is required

Application by

promisee is not

required

No Date & Ti isme

specified in the

contract

Date is specified but

time not specified in

the contract

Both date & ti e ism
specified in the

contract

Duty o iseef the prom
to tell date & proper

time

Perfor ance asm

mentioned in the

contract

Perfor ance at anym
time during usual

hour bu nesss of si

Within a reasonable

time

Perfor ance as perm

the application

Application by

promisee is required

Application iby promisee s not

required

Place is not specified

in the contract

Place is specified in the

contract
Duty o iseef the prom

to tell proper place

Perfor ance asm

mentioned in the

contract

Duty o isorf the prom to

apply ise forto prom

appoint a reasonable

place

Perfor ance as per thm e

application

Place for Performance
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Rescission (Sec 62)

Novation c 62(Se )

Alteration (Sec 62)

Rem ssion (Sec 63i )

Restoration of benefit
under e convoidabl tract

(Sec 64)

Contracts N me heed not be perfor d wit

the consent of both the parties

Restoration de idof benefit un r Vo

Agreement o rar Void Cont ct (Sec 65)

Co unication n (Sec 66)mm of Rescissio

Effect of Neg m rdlect of pro ise to affo

promisor reasonable facilities for

performance (Sec 67)

Joint Promisors
Devolution of Join Liabilities Devolution of Joint Rights
When two or more persons have made a joint promise, 
then all such persons during lives, must jointly perform the 
promise

When a person has made a promise to 
two or more persons jointly, then unless 
a contrary intention appears from the 
contract, the right to claim performance 
rests, as between him and them, with 
them during their joint lives, and after 
the death of any of them, with the 
representative of such deceased person 
jointly with the survivor or survivors, 
and after the death of the last survivor, 
with the representatives of all jointly

After the death of any of joint promisor, then legal 
representative jointly with the survivors must fulfil the 
promise

In case of death of all the joint promisors, then legal 
representative of all joint promisors jointly must fulfil the 
promise
Promise may any one or more of joint promisors to perform 
the whole of promise
If one of the joint promisors is made to perform the whole 
contract, then Joint Promisor may compel other joint 
promisors to compel equally
A release of one of such joint promisors by the promisee does 
not discharge the other joint promisors neither it does free the 
joint promisor from responsibility to the other joint promisors 
In case of default in contribution by the joint promisor(s), 
remaining joint promisors must bear the loss arising from 
such default in equal shares

*
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 � Section 59: Debtor expressly or impliedly intimated against which debt to be applied.

Sequence for Appropriation of Payments

 � Section 60: If debtor does not intimate expressly or impliedly, then Creditor may apply as per 
his wish against any debt due & payable including time barred debt but excluding disputed debts.

 � Section 61: Neither Debtor nor Creditor appropriated, then as per law, apply payment in order of 
time of debts including time barred debts. If the debt are of same date then then apply proportionately.

1. By
Perfor ancem

2. By Mutual
Agreement

3. By
I possibility ofm

Contract

9 Way schargs to Di e a Contract

4. By fLapse o
time

5. By operation
of Law

6. By Breach of
Contract

7. Pro ise aym m waive
or re it perfom rmance

of iseprom
9. Effect of
neglect of

promisee to
afford p isorrom

reasonable
facilities for
performance

8. Merger of
Rights

Ti e is Fixed um nder Contract

Ti e is essenm ce of
the contract

Ti e is not essencem
of the contract

Contract is voidable at the
optio he p isn of t rom ee

Cancel the contract
& claim eth

co pensation om f loss

Promisor failed to e fi timperform within th xed e

Perfor ed wim th in
reasonable time

Not performed within
reasonable time

Continue the contract
& claim

co pensationafterm
giving notice

Contract b secome
void oable at the ption of

the promisee
Only  entitled to

co pensation bm ut cannot
cancel the contract
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Expressly dfixe in the

contract

Perfor in om rder as fixed

in the contract

Order of per an rec promisesform ce of iprocal

Not exp ly fixress ed in

the contract

Perfor in om rder as the

nature o ctionf transa

requires

AGREEMENT TO DO IMPOSSIBLE ACT IS VOID (SECTION 56)

T possibilityypes of Im

Initial Impossibility Subseque mnt I possibility

If unkn t heown o t both
the parties

B promises to pay a
sum Rs. acs if Aof 5 L
Indian ocean within a
week by swimming

Performance
becomes

impossible

A cont to lracted B sel
his horse fo Rr s. 10,000.
Both are aun ware that

horse is ied d

If know ton the both
the parties

If know ton the
promisor only

A cont to lracted B sel
his horse fo Rr s.

10,000. A is aware
that horse ah s died

Performance
Becomes
illegal

Change in
circumstances

Beyond
contemplation

of parties

Im ssibilpo ity at the time of entering contract
Im ssibil r ntering intopo ity afte e

contract

Agreem Promisee cannot claiment is Void but
compensation

Void & isProm ee can
claim m ationco pens

Contract become Void

*
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Unit-5: Breach of Contract and its Remedies

Anticipatory
Breach of
Contract

Is breach
of contract

When the
promisor
refuses

occurring
before the
time fixed

To perform
his pro isem

Before the
time fixed
has arrived

And
Signifies his
unwillingness

Actual Breach

Refusal to
perform on
scheduled

date

Refusal to
perform

during the
performance

Breach of Contract

Remedies for breach of

contract

Suit for

da agesm

Suit for specific

performance
Rescission of

contract

Suit for

injunction

Suit for

quantu eruitm m

Treat the

contract as

rescinded

Absolved of all

his obl sigation

and entitled ot

da agesm

Damages are
not adequate

Eg : -unique

item

Court may
direct party in

breach to

perform his

promise

restrain him

from oingd

what he

promised n toot

do

Court may issue

injunction order

Contract to
service but no

agreement to

remuneration

Law will infer a

promise to pay

co pensationm

for any

loss/da agem

from reachb of

contract

naturally arose

in the usual

course of things
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Effect of Anticipatory

breach

Treat the Contract as rescinded

and sue fo agesr dam

Treat the Con waittract operative and

till the scheduled date

Guilty Party may reconsider and

perform his part of contract
Guilty p y an also e of aart c take advantag ny

supervenin mpossibig i lity

General/
Ordinary

da agesm

Vindictive or

Exe plarym

Damages

Special

da agesm

No inalm

Damages
Pre-fixed

da agesm

Damages for
deterioration

caused by delay

co pensationm

for any

loss/da agem

naturally arose

in the usual

course of things

from such

breach of

contract

Only eligible
for special

da agesm

If other party

received notice

of special

circumstances

affecting the

contract

Awarded In 2

cases only

Breach of

promise to

marry

Wrongful

disho bynor
banker of his

custo er’m s

cheque

Awarded only

Plaintiff proved

the breach of

contract

But in f act has

not suffered any

real

loss/da agem

Damages can be

recovered

From carrier

without notice

Deterioration

includes

phy lsica
da ages as wm ell

loss of

oppo un y orrt it f

sale

Amount
decided by

parties

Payable on

breach of

contract

Amount can be

liquidated

da ages orm

penalty

Note : -No compensation is payab a otle for ny rem e or indirect loss

Types o gesf Dama

*
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Pre-Fixed Damage
Liquidated Damages Penalty
Reasonable estimate of likely loss in case of 
breach

An amount arbitrarily fixed as the damages 
payable

Sum payable is approx. to the probable 
damage

Sum payable is so large as to be far in excess of 
probable damages

Liquidated damages is a genuine pre-
estimate of the damage

Penalty is amount stipulated as terrorem of 
the offending party
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Treatment of Prefixed

da agesm

Makes differentiation

between Liquidated

da ages andm penalty

Indian LawEnglish Law

Does not Makes

differentiation between

Liquidated magesda and

penalty

Court awards reasonable

co pensation n orem ot m

than amount mentioned

in contract

Liquidated magesda -

Clause is effective and

am nt is recovou erable

Penalty – Clause
disregarded and cannot

recover orem than actual

loss

Unit-6: Breach of Contract and its Remedies
Contingent

Contract

Contract If so e eventm
To do or not to

do so ethingm
Collateral to

contract

Does or does

not happen

Collateral Event

An event
directly promised

as part of contract

Which is neither A

performance

Nor the who e ofl

consideration for

promise

·⑳

#
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Essentials of Contingent
Contract

Contract depend on
happening or

-non happening of event

Event not mere will of
the promisor

Event collateral to
contract

Event must be
uncertain

Contracts contingent on happening of an impossible event is void

Contingent Contract based on happening of conduct of living person is unenforceable if living person
does something to make event impossible

Happening of event

If Event Happens
If Event b meseco

impossible

Becomes Void

Contract
Can be enforced

Non –Happening of

event

If Event Happens
If Event b meseco

i possiblem

Can be enforced
Becomes Void

Contract

Contract based on

Quasi Contract

Relations

resem ing ofbl

contracts

No Offer, No

Acceptance
Created by wla

Known as

constructive

contracts

Principle of

equity, justice

and con ncescie

No man grow

rich at another’s

loss

Event Happ iening with n

specified time

If Event Happens

within time

If Event b meseco

impossible within

time

Becomes Void

Contract
Can be enforced

If Event does
not h penap

within time

Event non Happening

within specified time

If Event

Happens

within time

If Event b meseco

i possible wm ithin

time

Can be enforced
Void Contract

If Event does

not h penap

within time

Contract based on
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Quasi Contract

Relations

resem ing ofbl

contracts

No Offer, No

Acceptance
Created by wla

Known as

constructive

contracts

Principle of

equity, justice

and con ncescie

No man grow

rich at another’s

loss

Event Happ iening with n

specified time

If Event Happens

within time

If Event b meseco

impossible within

time

Becomes Void

Contract
Can be enforced

If Event does
not h penap

within time

Event non Happening

within specified time

If Event

Happens

within time

If Event b meseco

i possible wm ithin

time

Can be enforced
Void Contract

If Event does

not h penap

within time

Contract based on

*
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Unit-7: Breach of Contract and its Remedies

‘Indemnify’ meaning: To make good the 
loss incurred by another person.
Sec.124 covers the losses caused:
(i) By the conduct of promisor himself or
(ii) By the conduct of any other person.
But as per decision taken in case of 
Gajanan Moreshwar v/s Moreshwar 
Madan (1942), losses by conduct of 
promisee, or accident, or act of God.

Parties to Contract of 
Indemnity
‘Indemnifier’- who 
promises to compensate 
for the loss,
‘Indemnity Holder’ or the 
‘Indemnified’ - whose loss 
is to be made good

Rights of Indemnity 
Holder  
Right to recover

 � all damages,
 � costs of suit,
 � other sums.

CONTRACT OF 
INDEMNITY

Essential Features
1.  Purpose: To secure the payment of 

a debt
2.  Consideration: Must be there, may be 

direct or indirect
3.  Existence of liability: Liability must be 

legally enforceable, not time barred.
4. No misrepresentation or concealment
5. May be oral or written.
6.  Joining of co-sureties must be if 

provided in contract.

Parties to Contract of 
Guarantee
Surety: Who gives the 
guarantee,
Principal Debtor: In 
respect of whose default 
the guarantee is given,
Creditor: To whom the 
guarantee is given

‘Guarantee” 
meaning:

Contract to 
perform the 
promise, or 
discharge the 
liability, of a 
third person 
in case of his. 
default.

CONTRACT OF 
GUARANTEE
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Specific Guarantee

1.  Guarantee 
which 
extends to a 
single debt/ 
specific 
transaction,

2.  Surety’s 
liability 
comes to an 
end when 
guaranteed 
debt is duly 
discharged.

Continue 
Guarantee

1.  Guarantee 
which 
extends to 
series of 
transaction, 

2.  Surety’s 
liability 
continues 
until the 
revocation 
of the 
guarantee, 

By Revocation

1. By Notice,

2.  By surety’s 
death,

3. By Novation,

By Conduct of 
Creditors

1.  By variance 
in terms,

2.  By release or 
discharge of 
PD,

3.  Composition 
with PD,

4.  Impairing 
surety’s 
remedy,

On Invalidation 
of Contract of 

Guarantee

1.  Guarantee obtained 
by misrepresentation,

2.  Guarantee obtained 
by concealment,

3.  Guarantee on contract 
that creditor shall not 
act on it until  
co-surety joins

Types of Guarantee Modes of Discharge of Surety

Against Co-Surities
1.  Right to claim 

contribution equally,
2.  Right to claim 

contribution only 
agreed sum

Against Creditor
1. Right to Security
2. Right to Set Off
3.  Right to reduction 

share

Against Principal Debtor
1. Right Subrogation, of
2. Right of Indemnity,

Rights of Surety

*
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Unit-8: Bailment and Pledge

Non-Gratuitous Bailment:

1. On expiry of stipulated period,

2. Accomplishment of Specified purpose,

3. Doing anything inconsistent with

conditions,

4. Gratuitous Bailment (Any time),

5. By Death,

6. Destruction of subject-matter.

Duties: Same as of Bailee,

Rights: Lien, Sue for Reward,

Sale of Goods.

Meaning: To retain the goods

belonging to another until his

claim is satisfied or some debt

due to him is repaid,

Right to retain anyGeneral Lien:

goods in respect of any debt.

Right to retain anyParticular Lien:

goods in respect of concerned debt

only.

Termination of Bailment Finder of Lost Good Lien
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PLEDGE (SECTION 171-181)

Meaning: Bailment of goods as security for payment of a debt or performance of a promise.

Parties: Bailor-Pawnor, Balee-Pawnee

Duties & Rights

Duties of Pawnor

1. Pay Debt,

2. Indemnify Pawnee,

3. Disclose all the faults,

4. Pay extra ordinary

expenses,

Rights of Pawnor

Same as that of Bailor

alongwith right of

redemption (to recover

back the goods by

making of the

payment of debt)

Duties of Pawnee

1. Take care of the goods bailed,

2. No unauthorized use of goods,

3. Not mix goods with own goods,

4. Return the goods,

5. Return accretions to the goods,

6. Not to set up adverse title

Pledge by Non-owner

Rights of Pawnee

1. Retain the Pledged Goods,

2. Retention for Subsequent Debts,

3. Recover Extraordinary Expenses,

4. Right on Default by Pawnor

3. Pledge where Pawnor has only a Limited Interest,
4. Pledge by co-owner in possession,

5. Pledge by buyer or seller in possession

5. Pay deficit if Pawnee

sells goods due to

default by Pawnor

1. Pledge by Mercantile Agent,

2. Pledge by Person in Possession under voidable contract,

Unit-9: Contract of Agency

AGENCY (SECTION 172-238)

Agency : Relation between an agent and his principal created by an express/ implied agreement authorising an agent by his

principal to create contractual relations with third parties.

Agent:Person employed to do any act for another,

or to represent another.
Principal: person for whom such act is done or who is so represented.

Who can be Agent: ary person including minor,

P son of Unsound minder
Who can appoint an Agent: Major, P son of sound minder

*
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Modes of creation of Agency

By Express AgreementBy Implied Agreement

a. Agency by Estoppel or holding out,

b. By Necessity

By Operation of Law By Ratification

Essentials for Valid

Ratification

a. May be express or implied;

b. Full knowledge of facts;

c. Whole transaction must be ratified,

d. Ratification not put a third party to damages;

e. Within reasonable time;

f. Communication;

g. Act to be ratified must be valid

Extent of Agent’s 
Authority

1.  An agent, having an 
authority to do an 
act, has authority 
to do every lawful 
thing which is 
necessary in order 
to do such act.

2.  An agent having an 
authority to carry 
on a business has 
authority to do 
every lawful thing 
necessary for the 
purpose, or usually 
done in the course, 
of conducting such 
business.

3.  In emergency, an 
agent has authority 
to do all such acts 
for the purpose 
of protecting his 
principal from loss.

Sub-Agent
A person who is appointed 
by and acts under the 
control and direction of 
original agent.

Rules of Sub-Agent
1.  Work under control 

and directions of agent.
2.   Agent delegates a part 

of his own duties to Sub 
Agent.

3.   No privity of contract 
between principal and 
sub-agent.

4.   Sub-agent is responsible 
to the agent only.

5.   Agent is responsible to 
the principal for the 
acts of the sub- agent.

6.   Sub-agent has no 
right of action against 
the principal for 
remuneration due to 
him.

Substituted Agent
A person appointed by 
agent to act for principal 
with knowledge and 
consent of principal.

Rules of Substituted 
Agert

1.  Works under the 
instructions of the 
principal.

2.  Agent does not delegate 
any part of his task to 
a substituted agent.

3.  Privity of contract exists 
between a principal and 
a substituted agent.

4.  Responsible to the 
principal.

5.  Agent is not responsible 
to the principal for the 
acts of the substituted 
agent

6.  Substitutec agent can 
sue the principal for 
remuneration due to 
him.
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Duties of Agent

1.  To act according to Principal,
2. Reasonable care,
3. Present proper accounts,
4. Communicate with principal,
5.  Not to deal on his own 

account,
6. Not to make secret profit,
7. Not to delegate authority.
8. Pay sums received,
9.  Not to Mis-use information 

obtained

Rights of Agent

1. Right of Retainer,

2.  To receive agreed 
remuneration,

3. Right of lien,

4.  Right of 
indemnification,

5.  Right of 
compensation for 
injuries.

Personal Liability of 
Agent

1.  Foreign principal,

2.  Undisclosed 
principal,

3.  Principal 
incompetent

4. Pretended Agent.

5.  Acts beyond his 
authority

1. By Revocation
2.  By Renunciation by agent
1.  On completion of 

business.
4.  On death or insanity of 

Principal or Agent
5. Principal’s insolvency
6. On expiry of time

Termination of AgencyDuties & Rights of Agent

The Sale of Goods Act, 1930

Mr. Awill transfer ownership of goods

Mr. B will pay price

Mr. B
(Buyer)

Mr. A
(Seller)

*
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Unit-1: Formation of the Contract of Sale

De ry eanslive m

Vol n ry t an r ofu ta r sfe
po essss ion

From one pe son tor
an t ro he

The r ai st te Or co tionndi

Types of G sood

Existing G sood Future sGood
Cont ntinge

G sood

Spec f c G dsi i oo
Asc rta de ine

G sood
Un e iasc rta ned

G sood

G sood means

Every kind of
mov ble operta pr y

Othe hr t an I lu snc de

Act ablion e
C imla s

Money Stoc & a esk sh r
Growing Crops, grass, t n attachedhi gs

to formi part of land which are agreed to be/ ng
sev ree d b r a r under contract of saleefo e s le o

B ruye
means

Pe sonr who
buys or

Ag ee tor s buy
goods

Who se s rll o
agree tos

se ls sl good

Act ablion e
c a sl im

A e laimsr c
w h can behic

e onf rced

By action
o suir t

S le ler
means

Quali y o s includest f good
De ry eanslive m

Vol n ry t an r ofu ta r sfe
po essss ion

F mro one pe son tor
an t ro he

Money consideration Fo s l f goodsr a e o

P pe mro rty eans

Owner p rshi o Gener l o era pr p ty

P e mric eans

De ry eanslive m

Vol n ry t an r ofu ta r sfe
po essss ion

From one pe son tor
an t ro he

The r ai st te Or co tionndi

Types of G sood

Existing G sood Future sGood
Cont ntinge

G sood

Spec f c G dsi i oo
Asc rta de ine

G sood
Un e iasc rta ned

G sood

G sood means

Every kind of
mov ble operta pr y

Othe hr t an I lu snc de

Act ablion e
C imla s

Money Stoc & a esk sh r
Growing Crops, grass, t n attachedhi gs

to formi part of land which are agreed to be/ ng
sev ree d b r a r under contract of saleefo e s le o

B ruye
means

Pe sonr who
buys or

Ag ee tor s buy
goods

Who se s rll o
agree tos

se ls sl good

Act ablion e
c a sl im

A e laimsr c
w h can behic

e onf rced

By action
o suir t

S le ler
means

Quali y o s includest f good
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Galaxy S7 edge

Like bill of lading,

*
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I s ve tn ol n

Person is said to be in o nts lve

W n ceas s tohe he e

pay hi de s i thes bt n

or na y ourse ofdi r c

business

or cannot y btspa de

a t y become due,s he
w t r he hashe he

c itt d an act fomm e o

in ve y r otsol nc o n

P eric

Determ d bine y I not ter inedf de m

(a) Fixe by tr cd Con a t

(b) Manner pro dvide

by oc ntract

(c) Co se f alingur o de
betwe n te he

pa tr ies

(a) Pay rea ason ble

price to l rse le
(b) Re sona dep ndsa ble e

on f c s &a t

circum an est c s

Type of Co tr c ofs n a t

S eal

S eal Ag eem nt to e lr e S l

Prope ty in sr good

tra e ensf rr d

imme a ely odi t t

buyer

P pero rty
tra e ensf rr d

On e datefutur

Or

Co tionndi

f f mentul il

Me can e Agentr til

Means an agent who in the c oma y our ofust r c se

busine has any o he f owing authorities:ss f t oll -

S l o buye l r goods
Co s gn s orn i good

ple sdge good

2. Subject Matter of Contract-Goods (Movable property)
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5

OWNE S JIS RIR HIP KI SK USKA

P P JIS I IRO ERTY K R SK USKA

Risk pa e w t he propertyss s i h t

Exception to risk follows rs ip :owne h -
If delivery has been delayed by the faul o se r r e buyer, the goodst f the lle o th sh lal
be at the risk of the party in default, as regards lo which m t t have arisenss igh no
but for the default.

Specific Goo s per s dd i he
be efor

Making f c traco on t
o lef sa

sa e ftel but a r making
agreem nt o le t Se l

Co tr c bec esn a t om
void

Ag eem nt be omesr e c
void

1. Immediate Deliver & Im ed te Paymenty m ia

2. Immediate Deli ery & paym n t rev e t in fu u

3. Immediate payment & d l v ry i futuree i e n

4. Paymen & De very bot in futuret li h

5. Delivery/pa m nt b h in inst l entsy e / ot a m

Variou M e of Con r ct of Sale :s od t a -

V l tion by partya ua 3rd

Valua iont done V l tion nota ua done

P ce peri as r valuation

done by third party
S l a te ler’s F ul B r’ Faultuye s

Suit again pa ty a fa t Ag eem nt an be avoidedst r t ul & r e c

dec d contractide in

*
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Unit-2: Condition & Warranties

Express
Co tionsndi

I lmp ied
Co tionsndi

Expressly agreed
betwe n te he

pa tr ies

Presumed y l wb a
to be present in

c tr con a t

Types of Sti a onspul ti

Co tionsndi W rr nti sa a e

Essential to the main
purpose of sgood

Co tella ral to the main
purpose of goods

On ea h, c tr cbr c on a t
can be epu a dr di te

On bre ch oa , nly
d ma s can ba ge e

c a edl im

4 Cas here ndition can be treated as W antyes w Co arr

Buyer altogether waives the pe f rmance f e conditionr o o th

Buyer elec to treat the breach of the co ditions, as one of ar ants n a w r ty

Co tr c s non sever ble and the buyer has acce d either th hole oodsn a t i a pte e w g

Where the fulfilmen of any cond tion or warranty is exc d by l w by ea n oft i use a r so

impossi lity or other ise.bi w

Type of Co tionss ndi

o par rt of it
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2

7 m ConditionsI plied

Condition as ti eto tl

Sale mpleby sa

Con ition as to q l ty or fitnessd ua i

Condition as to  wholes e ssom ne

Condi ion as to desc i ont r pti

Sale by sam e s well a descriptionpl a s by

Conditio as to merch nta lityn a bi

4 e ranImpli d War ties

W i be ssarranty as to und stur d po ession

warranty as to  quali or fitness by ge of tra ety usa d

Warranty s nona to e stence f ncumbrancesxi o e

di losure of d ngerous at e of goodssc a n ur

Ty s of arrantype W

Express
Wa a tyrr n

I lmp ied
Wa a tyrr n

Expressly agreed
betwe n te he

pa tr ies

Presumed y l wb a
to pr sent inbe e

c tr con a t

Quality or fitness

General Rule Exception

No im epli d
c tion orondi

wa r nt a tor a y s
q li orua ty
f neit ss

(a) IF the yer tells the purpose tobu
se lel r &

(b) Buyer relied on se er’ skill &ll s
j d m ntu ge e

(c) Seller’s ss to supply goodsbusine
o ha descripti nf t t o

*
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Exceptions o at Empto Duties of Sellert Cave r/

Good Sold by Desc i ons r pti

Sale by sam epl

Fitness as to q l ty or xcept br nd or patent nameua i use e a

Goods by sample as well as desc i onr pti

Trade geusa

Selle actively conc al defect or g lty o audr e ui f fr

Good of Merchan abl q l tys t e ua i

Caveat r/DuE ptm o ties of Buyer

Le the B er bewaret uy

Seller is no bound to di lose th efects in the goodst sc e d

Buyer cann t holds se ler re nsible or his ba selection of goodso l spo f d

Rules is laid down in section 16
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Unit-3: Transfer of Ownership and Delivery of Goods

In case o Spec i sf if c good

Alr a ie dy n
De ra stalive ble te

No therfur
A ion Requir byct ed

S le ler

Not in Del raive ble
S tta e

f th rur e
action Re u r dq i e

By se rlle to
ascer i pr ceta n i

Propert pa sy sse
immediat l w ne y he
c tr c i madeon a t s

Proper y s tt doe no
passes un c on istil a ti

done

Proper y s tt doe no
passes un htil suc
good r puts a e into
de ive e tel rabl sta

And bu r asthe ye h
no ce re fti the o

Tr sfean r of Property
in una er i dsc ta ne

goods

Genera R (s c 18)l ule e

N t ansf rr d untilo tr e e
the egoods ar

a rtainsce

Deemed
A o iation fppr pr o

Goods

When he r,t selle
de ve heli rs t goods to

the

c rri r r il ea e o ba e f ro
the transmi onssi to

the rbuye

& does t es rveno r e
the i t of sposalr gh di

S le ler

Puts c itionond
(Righ of di o lt sp sa )

Proper y s tt doe no
tra e unnsf r less

condition( f l illes) u f d

Prope ty in sr good
tra e ensf rr d as per

Norma R sl ule
e l inedxp a ea l rr ie

Does not put
c tionondi

*
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Part De very f G sli o ood

In entio to rt n seve e

De ry treat d oflive e
pa nrt o ly which

actually l rede ive d

D ry treat d ofelive e
whole sgood

I te t n not ton n io
se ever

Expr Coess ntract w.r.t delivery

No

Seller is t uno bo nd
to l r untilde ive

buyer applies for it

D ry as relive pe
te m of ther s
Co tr cn a t

Yes

P ing inutt
po ess ofss ion

Buyer o hi agenr s t
W c the part eshi h i

a egr es

D ng noi a ything to
goods

Who wi ke tll ta he
D ryelive

B r willuye take
po essss ion

As er c tr cp on a t As er c tr cp on a t

Seller se s t mnd he
to rbuye

Seller i re dy nd i ings a a w ll
to de iver dsl goo

Seller request r tbuye o
ta deke livery

B r s t t keuye doe no a
delivery within rea ablson e

time

Sel er s entit d forl i le

Any loss by r neglectbuye
o ref l & asonabler usa Re

c arges o ca e ndh f r r a
c odyust of goods

Selle may also re ar pudi te
c tr c i has a r ghton a t f he i

e n n has claimedve whe he
d ma sa ge

S e o c shal f r a only or Return :-
whe e the goo s ha b n livered by a person onr d ve ee de
“sale o re urn the t r s that the goods were tor t ” on e m
remain the o er of t s l r t ll they are paidpr p ty he e le i
f p t he e nor, the pro er y t r i does not ss to buyerpa the
until the terms are com lied with, i e., sh s paidp . ca i
for.

B ruye
int at s hisim e
acce ancept
to l rse le

B r s anyuye doe
a tc to goods,

w c ishi h
in onsist tc en

w th rshipi owne
o el rf s le

Reta nsi the
goods a rfte
r sonea able
tim /e w o
int at ngim i
re e tij c on

A ce nc f G sc pta e o ood

Delive y of G sr ood

*
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Place of Delive y no spec dr t ifie in
c tr con a t

S eal

D ry at a e atelive pl c
whi h y are a tc the t he

tim f sae o le

D ry at a e atelive pl c
whi h y are a tc the t he
tim f Agreemee o nt

Ag eem nt to e lr e S l

De very atli pl eac at
whic t ey arh h e
ma uf ct r d orn a u e

pr duco ed

Note :-Expenses of and in i e t to p tting goods into deliverable state must be borne byc d n al u
seller in ab n e of ontr ct to contraryse c c a

Note :-Buyer must have a reasonable op o tu ity t e ine the goods on delivery if notp r n o xam
pre i usl e inedv o y xam

Tim f D li rye o e ve

T F dime ixe in
Co tr cn a t

As er c tr cp on a t
W son bleithin rea a

time

N To ime Fixed in
Co tr cn a t

Delive y of G s tr ood o
C r ia r er

F poor pur se of
transmission to rbuye

Dee d l ry tome de ive
buyer

W ti D l erong Quan ty e iver d

Le Quan tyss ti
de ve eli r d

B r r j ctsuye e e B ruye Accepts
whole sof good

de ive el r d

Exce Quan tyss ti
de ve eli r d

B r e ect theuye r j
e ce Qtyx ss

B ptuyer Acce s

P y em as pera th
c tr c d r te foron a te a
actual qty deli rve ed

P y em as pera th
c tr c r te foron a ted a

whole sgood

P y em as pera th
c tr c don a te r oate f r
good cs a cepted
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Exce ons N opti to em
DatQuod hab tnon e

S eal by

Me can er til

Agent

Sale n cai se

o v daf oi ble

c tr con a t

S eal by One

o Jointf the

Owners

S eal by

pe wrson ho

h a ras l eady
so tld he

goods

S eal by

unpaid

se lel r

e er ix c sing
righ o et f li n

o st ger oppa

in r nt a sit

Sale runde
the

provi ssion

o o her cf t a t

Sale by
buyer

o a ingbt in
poss ssie on

be of re
p r y isrope t
transferred

t b ero uy

Agent ha s

Po ssisse on
of

Goods/docu

me wi hnt t
con ents of

owner

S e mal ade
by gea nt in

o n yrdi ar

c urse fo o

business as

a nge t

B r a t duye c e

in good
f i ,a th no

no ceti of

f t tac tha

se lel r has
not

auth r ty to i o

se ll

One joint
owner has

sole

po essss ion

o g sf ood

Po ssisse on

is w th ti he
con ents of

o he jt r oint

owners

B r a t duye c e

in good
f i ,a th no

no ceti of

f t tac tha

se lel r has
not

auth r ty to i o

se ll

B ruye

a q ec uir a

good title to
the sgood

sold by

se lel r

Who

o nebtai d

po essss ion
o g sf ood

under

voidable

c tron act

Co tr cn a t

h nas ot
been

re i dsc nde

un lti the
time of the

se lel r

B r c euye a t d

in good
f i ,a th

wi uttho

no ceti of
previous

sa el

S eal by
pe wrson ho

h a ras l eady

so tld he
goods but

c n eonti u s

w heith t

po essss ion

o goof ds or
doc m ntu e s

o tle, hef ti

may s lel

them to

thi d perr son

A al bS e y
Paw e cane n

c y aonve

good title to

the rbuye

S eal by

o i iff c al
rece r/ive

Liq da rui to

of c paom ny
wil gl ive

v lid tita le

P seurcha of

good oms fr

a ndefi r of
goods under

c taer in

circum anst ces

B ruye

a q ec uir s a

v lid tita le
agai stn the

o giri nal

buyer

Sale by
unpaid l rse le

w adho h
exerc isised h
right li nof e
o ager stopp
in nsittra

who re ells s
the s tgood o

o he pet r rson

B r c euye a t d

in good
f i ,a th

wi uttho

no ceti of
lien o o rr the

r ghi t that

S eal by
buyer

obta ingin

po essss ion
be efor

property is

tra e ensf rr d

to rbuye

H me ay

se l plel , dge

o o rw ser the i
di se ofspo

the s tgood o

a i dth r

person

Ef offect

Esto epp l

Proo atf th

tr owue ner
ha acti ls ve y

suf r dfe e

/he dl out

o he pet r rson

a wnes o r

W eher the

owner is
e o edst pp by

the ondc uct

from
de tnying he

se le sl r’

autho ir ty

T eh

tra ensf ree
wil gel t a

good title

against the

tr owue ner

*
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Unit-4 Unpaid Seller

Unpa d ri Selle

W of thehole
pr ci e has not
been paid

o het r
ne t ago i ble
in umstr ent

has

Where ll ofbi
ex ha orc nge

bee rece dn ive
as cond t onai i l

pa eym nt

re eive hac d s
no be nt e
f f ledul il

A by eas r son
of dis r rhono o

o het rwise

A tnd he
c tion onondi
w c it washi h

Un id se er clu s any person who is in the position of sellerpa ll in de

1

Rights/rem s fedie o
an un id s l rpa e le

Ag in Goodsa st Ag in B rsa st uye

P pero rty in
goods has

passed o rt buye

Property in sgood
ha t beens no

passed to rbuye

Lien

Sto ge ippa n
Tr sian t

Re lesa

Lien

Sto ge ippa n
Tr sian t

Re lesa

Wi h o ingt h ld
delivery S ifieign s

to a o hern t

S o puit f r rice

Sui ft or damages
to such act or

abs nti ence

S fo iuit r nterest

Reme of buyerdies
again the rst buye

Dama s rge fo non-
de veli ry

S fouit r specific
pe orf rmance

S o buit f r reach of
wa r ntr a y

S o auit f r nticipatory
br cea h

Sui for int r stt e e
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1. Separate contract of sal f ac ote or e h l

2. Contract com le d on f of ha erp te all mm

3. Righ t bi may e reserved expresslyt o d b

4. Fraud if ri ht t b d ot notifiedg o i n

5. Reserved or up r ce may be notifiedset p i

6. Sale voidable if ll r us rete ding biddingse e e p n

Auc i n u est o R l

When tax on g s (like e ci e/c om/GST rease or dec e se afteood x s ust ) inc r a r
entering into contract f l be ore perform nce then buyer wouldo sa e but f a ,
ha t pa t revised price considering the revised tax rates.ve o y he
The effect of above ovisio can be excluded by an agreement topr n
c tr ryon a

*
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The Indian Partnership Act, 1932
Unit-1: General Nature of a Partnership

Persons who entered in o partner p it one another aret shi w h
c l da le

I viduallyndi
“ r epa tn rs”

Co le t ll c ive y
“ i mf r ”

Eleme ofnts
Partner pshi

Ag ere ment B nessusi
A oci ti ofss a on
two or more

per sson

Ag eem tor ent
sh oare pr fits

B ness ca rie on byusi r d
all o any actingr of them

f r lo a l

B se ia d on durat on
B sed ext nt ofa on e

business

Partner p a Willshi t
Partne shi forr p
fi ed erx p iod

G ral Pa rshipene rtne
P r ca ti ular

P r ea tn rship

Partne shir p
S oecti n 4

i the e a ons r l ti
between
per sson

Car i d byr e on
al r ny ofl o a

them c ng fora ti
all

W haho ve
ag er ed to eshar
the opr fits of

business

Tr est ofue T
Partner pshi

Ag eemr ent Age ync
Sh ri ofa ng

P fro it

K nd tni s of par ership
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Rate of interest on Capital, drawings & Loan etc.

Act rive o
Ostensible

N inalom
P r ea tn r

Sleepi orng
Dormant

Incoming
P ra tner

P r ea tn r by
Hold Outing

P ra tner in
prof ts yi onl

O gout ing
P r ea tn r

Act live y
pa tr icipates

in c uct ofond
pa tr nership

Must veGi
public Notice
on er tirement

Doe ns ot take
Act l pa tive y r
in c uct ofond
pa tr nership

No req ret ui to
give public
no ceti on
r metire ent

N a tot a P r ner
by

Ag eemr ent

Lends his
nam ae nd

l ai ble t ro thi d
pa f lrty or a l
a t f thc s o e

firm

En tle toti d
prof ts yi onl

Not a inli ble
c se of ss sa lo e

New erp son
adm tt d ntoi e i
pa ershiprtn

N t a foro li ble
a t oc s d ne
pr o toi r

adm ssi byi on
o he pa tt r r ners

Pe sonr who
lea s tve he

firm

Requi er s
public notice
on reti emer nt

H dol s
himself as
pa er orrtn

allow others s
to do it

Li eabl to
anyone who
a t nc s o faith

of
rep es nt ionr e at

No et :-Nominal Partner and Partner by hold out st pp l is not entitled to share in profitsing /e o e

Types a tnerof P r

*
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Based on e ent ofxt
business

G ral Pa rshipene rtnePartic a a tnershipul r P r

Partner p ishi n
partic a dventurul r a e

o un rtar de king

Di ve onssol d
com le on ofp ti the

adven e otur r
unde krta ing

P r ea tn rship
con tuted orsti f

business in general

A ge ra pa tn rshipne l r e
i di feren f om as f t r

pa cularrti
pa ership.rtn

B sed dur ti na on a o

Partne shi forr p
fi ed erx p iodPartne shi at wir p ll

Tw C itions aro ond e
sa sfieti d :

1. fi eNo x d period
h s bee a r ed &a n g e

2. p oNo r vision
ma a tode s

dete min tion of tr a he
pa tr nership

Prov s on s madei i i
by co trac f r then t o

dur tia on

Partne shi c esr p om
to e a r expirynd fte

o d ation.f ur

Di vessol d
partner by nggivi

no ce wr ting toti in i
al t r par ers ofl o he tn

hi in ent tos t ion
diss the sa eolve m

I f tnf ixed par ership
i continue a rs d fte
the e ry of suchxpi

term tr ated asthen e
pa ership at willrtn

by any
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Unit-2: Relations of Partners

4 General Du Section 9):ties of Partner ( -
- Bound o ess eate ommon advantaget carry busin to the gr st c
- Just & faithful to each other
- To render true accounts to oth al eer partners or their leg representativ
- To render in ation firm to other partners or their legal representativefull form of all things affecting

*
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MUTUAL RIGHTS & LIABILITIES: SUBJECT TO CONTRACT

Partner is no rem ation for taking part int entitled to any uner
conduct of business of fir msm except in case of custo

Both Pro red equally amongst partnersfit & Losses to be sha

where a part interest on the capital subscribed byner is entitled to
him such interest shall be pa of its;yable  only out prof

partner making, for t ny payment orhe purposes of the business, a
advance beyond the amount r scribe, isof capital he has ag eed to sub
entitled to in st th otere ere n at the rate of six percent per  annum

firm shall indemnify a partner in respect of payments made and
liabilities incurred by him

Mutual Rig ts &Liabih lities: Subject to Contract,-

CONDUCT OF BUSINESS: SUBJECT TO CONTRACT

Every partner has a right to f the businesstake part in the conduct o

Every partner is bound to a his the conduct of the businessttend diligently to duties in

Every pa res opinion on business mattersrtner has right to exp s his

Ordinary mat a rity of partnersters re decided by majo

Change in nature of firm bu sent of all partnerssiness require con

Every partner & his duly authorized agent ha ght to s inspects ri have acce s to /
/ take copy of books of firm

In event of d ese tive has right to have access to / inspecteath, partner’s legal repr nta
/ take copy of books of firm

Conduct of Subject to Contract,Business :-
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with no
intention to creat

legal relationAgreement

As per se act, rights & duties of partnerction 17, subject to contr
remain same there is any change in the firmas far as possible after
with a view to obtain assent of other

Subject to ntCo ract

If a partner carries on any

business of the same nature
as and co pe tm ting with hat

of the firm

If partner d ofiterives any pr s
fo mr himself fro

- Any transaction of the
firm

- use of p yropert of the
firm

- business connection of
the firm

- the firm name

He shall accou t firmnt for that profit & pay it o

In case of e rgency, partner has the authority to perform allme

the acts to protect the fir fro los a e done bym m ses s would b

person of ordinary ud falls und spr ence whether such act er hi

i plied authm ority or not

*
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Every partner is

the agent of firm

for th pose ofe pur
the business of the

firm

Every partner acts

both palas princi as

well as agent for
the purpose of

business

Author y ofit

partner to bind the

fir given um nder

section 19 is

known as implied

author yit

This rule cannot be

all the transactions

and dealings

between the

partner th sem elves

Mutual Agency

8 Acts which ar n ede not i impli authority of partners

Subm dispute ting ess irm to arbitit a rela to busin of f ration

Open a bank accoun behalft on of firm in his own name

Com ise or r quish ’s cl or its poprom elin any firm aim rtion

Withdra suit roceedingsw a or p filed on behalf of firm

Adm any liability dings ag the firmit in a suit or procee ainst

Acquire any im perty lfmovable pro on beha of firm

Transfer im rty longingmovable prope be to the firm

Enter into partnershi lfp on beha of firm

Implied authority can be extended or by a contractrestricted
between the partners
But restriction on implied author y yit is onl effective against

(a) Third y n; orpart knows about such restrictio
(b) Third ypart does know that he is dealing with a partner of firm

a third party if
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Introdu ofction new partner

Subject to ntco ract

between the partners

New partner is not

liable for th acts ofe

fir donm e before his

ad ission asm partner

With the consent of
all the existing

partners

Transfer of Partnership Interest

Share in partnership is

transferable

Rights o of Transferee n
dissolution/transferring

partner ceases to be p artner

Rights of Transferee during

continuance

Sale, ortgage andm creating

charge on partner’s interest is

possible

Only ent toitled share of

profits o rrinf transfe g partner

He cannot

- Interfere with conduct of

the business
- Require accounts of firm

- inspect/challenge  books

of accounts

Entitled to receive share of

transferring spartner in asset

of firm

And fo fr the purpose o

ascertaining he share oft the

assets, transferee is entitled to

accounts of fir as fro thm m e

date of dissolution

Notice to any acting

partner o attersn m

relating to affairsthe
of th tre Firm eated as

notice to irthe f m

except in case of fraud

co itted by thmm at

partner or with the

consent of that partner

An ofAdmission
facts or

representatio aden m

by a partner

concerning the

affairs of firm will

bind he firm andt
can treated as

evidence against the

firm

Liability to third parties

Every partner is

jointly &

severally liable

for all acts of the
fir while hem is

a partner

Fir is liablem if

any partner

misapplies the

prop yert or

m ey of a thirdon
party either

received by

partner or firm

Fir is liablem for

any wrongful act
or omission of a

partner in the

ordinary course

of business

Section 2 243 &

*
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Rights o nof Mi r as
beneficiary

Liabilities of Minor
as beneficiary

Right to his agreed
share of the profits

access to, inspect
and copy the

accounts of the firm

sue the partners for
accounts or for

pay ent of h s sharem i
but only nwhe
severing his

connection with the
firm

confin yed onl to the
extent o haref his s in
the profits and  the

prop y .ert of the firm
Liabilities of Minor

as beneficiary

no p yersonal liabilit
for th ofe debts the

firm

if the firm is
declared insolvent

his share in  the firm
vests in the Official

Receiver/
Assignee

He beco sme partner

personally liable to
third parties for all

acts of the firm done
since he was

ad itted to them
benefits of
partnership

share in the property
and the profits of the

fir remainsm the
same to  which he
was entitled as a

minor.

His rights and
liabilities continue

to be th aose of
minor u o he dp t t ate

of giv ngi public
notice

His share shall not
be liable for any acts

of th done firm e
after the date of the

notice.

Minor As
Beneficiary

After attaining
Majority

He elected not to
beco e pm artner

Within onths o ajori btaining knowledge that he is a6 m n attaining m ty or o
beneficiary infirm, whichev erson require to give publicer date is later, such p
notice that whether he has elected e ot.to becom partner or n
If he fails to give no on er of firmtice within 6 m ths, then treated as partn
on expiry of said 6 months

Minor cannot become a partn b as beneficiaryer in firm ut can be admitted
in the firm with the consent of all the existing partner

Minor ittadm ed as
beneficiary with consent of

all partners
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Power of
expulsion ustm

exist in the
contract

Exercised in
Good faith

(3 points for test
of good faith)

Power ust bem
exercised by
majority of
directors

Expu nlsion is i
interest of
partnership

Partner is served
with the notice

Partner ustm be
given an

oppo un yrt it of
being heard

3 Mandato yr conditions
for expu olsion partner

LIABILITY ED PARTNER :OF ESTATE OF DECEAS -
Where under a contract between the the firm is not dissolved by the death of apartners,
a partner, the estate of a deceased partner is not liable for any act of the firm done after
his death.

If the above condition e expulsion is null & voids are not satisfied, th

LIABILITY ED PARTNER :OF ESTATE OF DECEAS -
Where under a contract between the the firm is not dissolved by the death of apartners,
a partner, the estate of a deceased partner is not liable for any act of the firm done after
his death.

If the above condition e expulsion is null & voids are not satisfied, th

Outgoi nerng part can carry

co petingm business,

But, Sub oject t contract, cannot

Use the fir na em m

Solicit the custo ofm

persons who were dealing

with the firm

Represent himself as

carrying on the business

of the firm

As per section 38, con ng a fir o ird in respect of thetinui guarantee given to m r to th party
transaction of a firm is, in the absence of an en tra , revoked as toagreem t to the con ry
future transactions from the date of any change in the constitution of the firm.

Outgoing partner may make an agreemen a at he ot be carryingt with his p rtner th will n
co peting me be valid if restrictions imposed are reasonablem business and such agree nt will
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Right o e of deceasedf outgoing partner/representativ
partner if a/cs are not settled

in th e contra , the outgoinge absence of a contract to th ry
partner o estate is e option of himself or hisr his entitled at th

representatives

share of th ee profits made since h
ceased to be a partner as may be
attributable to the use of his share

of th e firme property of th

to in centterest at the rate of six per
per annum on outhe am nt of his

share in th f t irme property o he f :

Note :-Above provision is not app icable if op gil tion is ven to other partner
for pur su ch optionchase & ch partner exercise su

*
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Unit-3: Registration and Dissolution of a Firm

Files statement with RoF in the prescribed form with prescribed Fees
RoF of the area in which a situatedny place of business is
Statement y all the partnersneed to be signed b

RoF issues C on afterertificate of Registrati
(a) Satisfying all the provisio hns are being complied wit
(b) Recording an ent firmsry in the register of

Effective Date of Registration :-
Registration is d as soon as an application in the prescribed formeemed to be completed
with the prescribed fee and necessary details concerning the particulars of partnership is
delivered to the Registrar

Steps for Re 58 & 59)gistration of Firm (Section

Registered Firm shall use th egistered) immediately after is namee bracket & word (R

Registration of Firm

Option ndal in I ia Co pulsory unm der
English Laws
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Content of Statement

The Firm's

Name

01

02

07

03

The Duration

of Partnership

Firm

Dat
e o

f

Co
m
m
en

ce
m
en

t/

of 
Bu

sin
ess

 of
 th

e

Fir
m

The Place of

Business where

the Firm is

Situated

The Partners

Names &

Addresses

The name of

the Places where

the firm has

its Branches

Date of

Joining by

the Partners

of the Firm
04

05

06

Crown

Emperor

Empire

Imperial

King

Queen

Royal

Govt linked

Firm name s t ollowing words:hall not con ain f

State Govt can give approv ed withal to use firm name link
govt er in writin. by ord g

*
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Rights o nerf part
after dissolution

Surplu bus distri ted
among the partners
or representatives to

their rights

Property of Firm
applied btin de s
and p y ents oa m f

the firm

Property

Of partnerOf firm

First applied
against  debts of

fir and thm en share
of each partner
against separate

debts

First applied
against  separate
debts and then

against each debts
of firm

Mode o e ent off Settl m
Partnership Accounts

Assets ust b f wing manner:m e applied in ollo
Debts of th toe firm 3rd parties
To each p oartner what is due t
him m advancesfro
To each p oartner what is due t
him on account of capital
The residue if any shall be
divided ongam the partners in
the proportion in profit sharing
ratio

Losses includ deficienciesing
of capital shall be paid

First out of profits;
Next out apitalof c

Lastly by the partners in
the proportions in profit

sharing ratio

On Dissolution of firm

Public Notice is not givenPublic Notice is given

Partners remain liable to
third parties for acts done

after dissolution
Partners remain not liable to
third eparties for acts don

after dissolution

Note :  Insolvent Partn f partner ander, Property o deceased
dormant partner are not liable to ublicthird party even if no p
notice is given

Note :  After dissolutio h ority whichn, eac partner has the auth
is necessary o e firmt wind up the affairs of th
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Consequences of Non-Registration 

(Section 69)
Exceptions :- Non – Registration of firm 
does not, however the following rights

 1. No suit in civil court by firm or other 
co-partners against third party

 1.  Right of third parties to sue the firm 
or any partner

 2.  No relief to firm or partner for set-off 
of claim

 2.  right of partners to sue for the 
dissolution of the firm or for the 
settlement of the accounts of a dissolved 
firm, or for realization of the property 
of a dissolved firm.

 3.  Aggrieved partner cannot partner legal 
action against firm or other partners

 3.  The power of an Official Assignees, 
Receiver of Court to release the 
property of the insolvent partner  and 
to bring an action

 4.  Third party can sue both registered or 
unregistered firm

 4.  The right to sue or claim a set-off 
if the value of suit does not exceed  
Rs. 100 in value

 5.  The right to suit and proceeding 
instituted by legal representatives or 
heirs of the deceased partner of a  firm 
for account s of the firm or to realise 
the property of the firm

Without Court Intervention

Dissolution by ent 40Agreem (Section )

Dissolut by tice rtnershipion no (in pa at will)
(Section 43)

Com lsory dissolution ec 41pu of firm (S tion )

Dissolut on ppen inion ha ing of certa
cont (S tion )ingencies ec 42

Insanit Unsound Mindy /

Perm Incapacitanent y

Persistent Breach greemof a ent

Transfer of Interest

Cont Losses / P ualinuous erpet Losses

Just & equi undstable gro

Modes of Dissolution of Firm

1. After expiry erm artnershipof fixed t of p
2. Co pletion of adv gm enture/undertakin
3. Death of a partner
4. Adjudi of entcation partner as insolv

1. Deadlock in Management
2. Partners are n i t mot in talk ng er s
3. Loss of msubstratu
4. Gam ingbl by partner on a stock

With Court Intervention (S tion )ec 44

exchange

*
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The Companies Act, 2013

as CG may specify
in notification

Company previous
incorporated

under this law
or previous law

Types of G sood

Existing G sood
Asc rta de ine

G sood
Spec f c G dsi i oo

Un e iasc rta ned

G sood

Cont ntinge

Goods
Future sGood

Goods are in

e i en e a thx st c t e

time o maf king

c tr con a t

Owned o e/p ss ss

ed cquired/a by

the e rs lle

At time fthe o

c tr c of saleon a t

G sood

identified &

a eegr d

upon t hea t

time a c tr con a t

o le s madef sa i

Ex: -Samsung

Gal a S edgexy 7

G s whichood

are i nt fi dde i e

In acco d ncr a e

wi a ree entth g m

After c traon ct

o le mf sa is ade

G s hichood w

are not

spe i icalc f ly

identified

At time fthe o

m king oa f

c tr c of leon a t sa

Indi a ed rc t o

de i d ly byf ne on
de ription orsc

sample

G s t beood o

man ac ed/uf tur

prod e /uc d

a q ec uir d

By se r f erlle a t
m naki g

c tr c of saleon a t

Co tr c forn a t
sa e ol f future

good ls is a ways

agreeme tont

se ll

A qui i ion fc s t o

goods which by

the e rs lle

de endsp upon
a unn certain

c t ngencyon i

( vene t)

Cont ntinge
good ls a so

o e ep rat s as an

agreeme tont

se ll

Type of De ivers l y

A l eli rctua D ve y Sym ol c Del ryb i iveCo str t D liveryn uc ive e

Good rs a e physically

de ve eli r d

Sel er ansf rl tr e the

phy al ss ssion ofsic po e

the sgood

Most c mon ethodom m

o del ryf ive
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In Salomon vs. Salomon & Co. Ltd. the House of Lords laid down that a company is a person 
distinct and separate from its members. In this case one Salomon incorporated a company 
named ―Salomon & Co. Ltd., with seven subscribers consisting of himself, his wife, four 
sons and one daughter. This company took over the personal business assets of Salomon for  
`38,782 and in turn, Salomon took 20,000 shares of ̀ 1 each, debentures worth ̀  10,000 
of the company with charge on the company‘s assets and the balance in cash. His wife, 
daughter and four sons took up one `1 share each. Subsequently, the company went into 
liquidation due to general trade depression. The unsecured creditors to the tune of `7,000 
contended that Salomon could not be treated as a secured creditor of the company, in 
respect of the debentures held by him, as he was the managing director of one-man 
company, which was not different from Salomon and the cloak of the company was a mere 
sham and fraud. 

*
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It was held by Lord Mac Naughten: 
The Company is at law a different person altogether from the subscribers to the memorandum, 
and though it may be that after incorporation the business is precisely the same as it was 
before and the same persons are managers, and the same hands receive the profits, the 
company is not in law the agent of the subscribers or trustees for them. Nor are the 
subscribers, as members, liable, in any shape or form, except to the extent and in the 
manner provided by the Act.”

Test of control is
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Private co paniesm
were sham and veil

lifted to decide
owner

Subsid yiar applied
for license

By transfering its
invest ents tm o

subsidiary
Defeat law,

defraud creditors

Character of
person at h ofelm

affairs

Court disregard the
corporate entity

Application
rejected - Parent

and su ybsidiar are
one

Court upheld the
corporate veil

Or avoid legal
obligations

Incorporation for
illegal/ improper

purpose

Formation co.of to
reduce bonus

liability
Transpor pt com any
formed subsidiary

Dinshaw
Maneckje petite

affairs under
control of people
of enemy country

Incorporation for
illegal/i properm
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To avo lid lega
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Formation of
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/circu ventm tax
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S allm Co pam ny
Foreign

Co panym

OthersCapitalControl
Nu ber ofm

Members

Liability of

mem ersb

Types of

Co paniesm

Li ited bym

shares
Private

Co panym

Holding

Co panym
Listed

Co panym

Li ited bym

Guarantee

One P soner

Co panym

Subsid yiar

Co panym
Unlisted

Co panym Section 8

Co panym
Nidhi Com nypa

Dor antm

Co panym

Associate

Co panym

Public

Co panym

Unli itedm

Co panym
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memorandum

of association

Liability of

mem ers isb

lim edit

Shareholder co-
owner of
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not its assets

To th ounte am
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shares, held by

them

Personal
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Means a company

In relation to one or
m e anotheror

co paniesm

Co panym includes

any body corporate

of which such

co panies arem

subsidiaries

co paniesm

A co pany co.m is holding
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Not carry anying
business or operation

or

Not made any
significant ouacc nting

transactions

Has not filed any
financial state ntme s

and annual returns

During the last 2 financial years

Inactive Co ympan
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co panym .
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As per Act

2 or more persons7 or m sonsore per

Private Co.Public Co.

1 Person only

One Person Co.

Person required to

subscribe MOA

SECTION 7 – INCORPORATION OF COMPANY

SPICE= Si form for Incorpo Companymplified Pro a rating a
Electronically

RoC issues Certificate of
Incorpor iat on

Promoter

LIST OF ADDITIONAL DOCUMENTS

ROC

Files SPICE
for ithm W
additional
documents

APPROVED

Corporate Identification Number
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LIST OF ADDITIONAL DOCUMENTS
 1. MoA and AoA duly signed by subscribers to the MOA
 2. Declaration that requirement for registration mentioned in the Act and rules are 

complied
 3. Declaration that not convict/ not guilty for fraud
 4. Correspondence address till registered office is established

 5. Specified particulars of every subscriber to the memorandum

 6. Specified particulars of First Director mentioned in articles

 7. Interest of the first directors in other companies or firms

EFFECT OF REGISTRATION
 1. From date of incorporation, Company is separate from Subscriber to MoA ( Separate 

legal entity) 
 2. A company purchase 100 percent shares of other company but still they are different 
 3. Central Govt owns 100 percent shares of all the company but still it is not an agent 

of Govt 
 4. Any money payable by members to company will be considered as debt due to 

company 
Where a company has been got incorporated by furnishing false or incorrect information or 
representation or by suppressing any material fact or information in any of the documents 
or declaration filed or made for incorporating such company or by any fraudulent action, 
the Tribunal may, on an application made to it, on being satisfied that the situation so 
warrants.
 1. Pass such orders, as it may think fit, for regulation of the management of the company 

including changes, if any, in its memorandum and articles, in public interest or in the 
interest of the company and its members and creditors; or

 2. direct that liability of the members shall be unlimited
 3. Declaration that not convict/ not filed guilty for fraud 

 4. direct removal of the name of the company from the register of companies; 
 5. pass an order for the winding up of the company
 6. pass such other orders as Tribunal may deem fit:

Befor passing order, Tribunal
 1. Give the company shall be given a reasonable opportunity of being heard in the matter.
 2. Shall take into consideration the transactions entered into by the company, including 

the obligations, if any, contracted or payment of any liability.
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CONTENT OF MOA – COMPULSORY CLAUSES

 1. Name Clause – Name of the Company Private Co/. – Private Limited, Public Co. – 
Limited

 2. Registered Office Clause – Only name of state in which registered office is situated

 3. Object Clause – Main object and incidental objects thereto
 4. Liability Clause – Limited by shares/guarantee/ unlimited Liability
 5. Capital Clause – Only applicable for company limited by shares
 6. Association Clause – Every subscriber must take atleast 1 share
 7. Nominee clause (applicable to OPC) – In death of subscriber who will become member

MOA IS CHARTER OF THE COMPANY
 1. Contains the object of the Company
 2. Identifies the possible scope of its operations

 3. MoA is a public document
 4. Deemed Assumption – Everyone dealing with Co. has knowledge about the content of 

MoA
 5. Format of MoA is given for each type of company

FORMAT Applicable for
Table A Limited by shares
Table B Limited by guarantee and not having share capital
Table C Limited by guarantee and having a share capital
Table D Unlimited Company
Table E Unlimited Company having share capital

CONTENT OF AOA
 1. Contains Regulations: Contain the regulations for management of the Company.
 2. Other Matters: Contains Matters as are prescribe under the Rules.
 3. Contains provision for Entrenchment.
 4. Manner of Inclusion of Entrenchment.
 5. Notice to Registrar of the entrenchment Provision.
 6. Forms of Articles: Table F, G, H, I & J in Schedule I.
 7. A company may adopt all or any of the regulations contained in the model articles.
 8. In case of any company, which is registered after the commencement of this Act, in so 

far as the registered articles of such company do not exclude or modify the regulations 
contained in the model articles applicable to such company, those regulations shall, so 
far as applicable, be the regulations of that company in the same manner and to the 
extent as if they were contained in the duly registered articles of the company.

*
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ENTRENCHMENT
Contain provisions for entrenchment: The articles may contain provisions for entrenchment 
(to protect something) to the effect that specified provisions of the articles may be altered 
only if conditions or procedures as that are more restrictive than those applicable in the case 
of a special resolution, are met or complied with.

Manner of inclusion of the entrenchment provision: The provisions for entrenchment shall 
only be made either on formation of a company, or by an amendment in the articles agreed 
to by all the members of the company in the case of a private company and by a special 
resolution in the case of a public company. 

Notice to the registrar of the entrenchment provision: Where the articles contain provisions 
for entrenchment, whether made on formation or by amendment, the company shall give 
notice to the Registrar of such provisions in such form and manner as may be prescribed.
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Any act done or a
contract adm e by the
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FACTS of the Royal British Bank vs. Turquand
Mr. Turquand was the official manager (liquidator) of the insolvent Cameron’s Coalbrook 
Steam, Coal and Swansea and Loughor Railway Company. It was incorporated under the 
Joint Stock Companies Act, 1844. The company had given a bond for £ 2,000 to the Royal 
British Bank, which secured the company’s drawings on its current account. The bond was 
under the company’s seal, signed by two directors and the secretary. When the company 
was sued, it alleged that under its registered deed of settlement (the articles of association), 
directors only had power to borrow up to an amount authorized by a company resolution. 
A resolution had been passed but not specifying how much the directors could borrow.

Held, it was decided that the bond was valid, so the Royal British Bank could enforce the 
terms. He said the bank was deemed to be aware that the directors could borrow only up 
to the amount resolutions allowed. Articles of association were registered with Companies 
House, so there was constructive notice. But the bank could not be deemed to know which 
ordinary resolutions passed, because these were not registrable. The bond was valid because 
there was no requirement to look into the company’s internal workings. This is the indoor 
management rule, that the company’s indoor affairs are the company’s problem.

The Negotiable Instrument Act, 1881  

 

Characteristics of Negotiable Instruments:
 1. in writing, 2. Signed,
 3. Freely transferable, 4. Title free from defects,
 5. Can be transferred any number of times,
 6. Unconditional promise or order to pay money, 
 7. Certainty of sum payable, time of payment & payee,
 8. Delivery

Meaning of Negotiable 
Instruments (Sec. 13)
P/N, BOE, Cheque- payable 
either to order; or to bearer

The Negotiable Instruments Act, 1881
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A Cheque is a bill of exchange 
drawn on a specified banker 
and not expressed to be payable 
otherwise than on demand  
(ie., it is always payable on 
demand) and it includes ‘the 
electronic image of truncated 
cheque’; and ‘a cheque in 
electronic form’

Characteristics
(a) All the essentials of a BOE
(b) Drawn on a specified banker.
(c) Payable on demand.
A cheque does not require:
(a) Stamping; or 
(b) acceptance;

Cheque [Sec. 6]

A ‘bill of exchange’ is an 
instrument in writing containing 
an unconditional order signed by 
the maker directing a certain 
person to pay a certain sum of 
money only to a certain person; 
or the order of a certain person; 
or the bearer of instrument.
Note: BOE cannot be made 
payable to bearer on demand.

Characteristics
(a) In Writing,
(b) Express Order to pay
(c) Definite and unconditional order
(d) Signed by drawer
(e) Order to pay money only
(f) Certain sum
(g)  Drawer, Drawee & Payee must 

be certain
(h) Stamped

Bill of Exchange [Sec. 5]

Meaning
An instrument in writing (not 
being a bank note or a currency 
note) containing an unconditional 
undertaking signed by the maker 
to pay a certain sum of money 
only to a certain person; or the 
order of a certain person; or the 
bearer of the instrument.

Characteristics
(a) In Writing,
(b) Express Promise to pay
(c)  Definite and unconditional 

promise,
(d) Signed by maker
(e) Promise to pay money only
(f) Promise to pay a certain sum, 
(g) Payee must be certain
(h) Stamped

Promissory Note [Sec. 4]

Negotiable Instruments

Order 
Instrument

Payable to 
a particular 
person or 
order and 
which does 
not restrict 
its further 
transfer.

Inland 
Instrument

Drawn in 
India + 
(Payable 

in India or 
Drawn on 
any person 
resident in 

India)

Foreign 
Instrument

Which is not 
an Inland 

Instrument.

Inchoate 
Instrument

Incomplete 
Instrument 
in certain 
respects.

Ambiguous 
Instrument

Which either 
be treated 
as P/N or 

BOE. (Once 
holder 

exercises his 
option, he is 
bound by it)

Classification of Negotiable Instruments

Bearer 
Instrument

Expressed to 
be payable 
to bearer 
or the last 

endorsement 
is in blank

*
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P/N payable at a 
certain period after 

sight

Must be presented 
within a reasonable 
time & in business 
hours on a business 
day.

In default of such 
presentment

no party liable 
thereto

Presentment of Promissory Note for sight

BOE payable 
after sight 

must

Must be presented within a 
reasonable time & in business 
hours on a business day. 
(Note: 48 hours, excluding 
public holidays, are given to 
drawee for acceptance)

In default 
of such 

presentment

no party 
liable 
thereto If Drawee not 

found after 
reasonable 
search, BOE is 
dishonored.

If BOE is 
directed to 
drawee at 

a particular 
place

must be 
presented 
at that 
place

Presentment for acceptance (Only for BOE)

Debt - Cheque was issued to discharge a legally 
enforceable debt
Reason for dishonour - insufficiency of funds
Presentment of cheque - Within 3 months
Demand made from drawer - Within 30 days 
of dishonour
Default by drawer to pay - within 15 days of 
demand made

Dishonour of Cheques for Insufficiency of Funds 
in the Accounts [Section 138 to 142]

In case of dishonour of NI, holder can 
claim
1.  Interest 18% pa, from due date of 

payment to date of realisation
2.  Amount due on Negotiable instrument
3.  Expenses incurred in presenting, 

noting & protesting
Note: In case of foreign currency, 
current rate of exchange.

Rules as to Compensation (Sec.117)
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To whom Maker (P/N), Acceptor (BOE), Drawee 
(CH)

If default in 
presentment no party liable thereto

Exception
If P/N is payable on demand and is 
not payable at a specified place, no 
presentment is necessary.

Time During usual business hours
If instrument 
payable after 
date or sight

must be presented for payment at 
maturity

P/N payable by 
instalments

must be presented for payment on 3rd 
day after date fixed for payment of each 
instalment

instrument 
payable at 

specified place
Must be presented for payment at that 
place.

where no 
exclusive place 

specified

must be presented for payment at the 
place of business (if any) or at the usual 
residence

no known place 
of business or 

residence
presentment may be made to him in 
person wherever he can be found

Instrument 
payable on 
demand

Must be presented for payment within 
a reasonable time after it is received by 
the holder.

Note: Delay in presentment for acceptance or payment is 
excused if the delay is caused by circumstances beyond the 
control of the holder

Rules regarding presentment for payment (P/N, BOE, CH)

1.  Maker, drawee or 
acceptor prevents the 
presentment,

2.  Payable at business 
place & that’s closed 
on business day during 
usual business hours,

3.  Payable at specified 
place & liable party 
doesn’t attend place,

4.  Not payable at specified 
place & liable party not 
found after due search,

5.  Liable party engaged 
to pay notwithstanding 
non- presentment,

6.  Liable party makes part 
payment,

7.  Liable party waives 
off his right to take 
advantage.

8.  If drawer could not suffer 
damage from want of 
such presentment.

When Presentment 
Unnecessary

·


