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X [What is o Contract @

The term contract 1s dehned under seckion 2(h)
of the Indtan Contvact Act, 1872 as-

7/ n Agreement entorceable by law "

The contvact onsist of two essentia)l elements -
3] ar agm’m?nt and
2 Jits enforreabilfry by law

W

@) Rgyeement= OHer+ Acteplunce

b) Fnﬁ)rwubilitg_b? law = An Agmment to become a
contract mush give Mise to @ legal obliga fion whi ch
means duly entorceable by low.

(ontract= Aggrement + Enforceabiliby by law

' AGREEMENT V/S CONTRACT

Meaning Every promise and every set of Agreement enforceable by law.

promises, forming the (Agreement + Legal enforceability)
consideration for each other.

(Offer + Acceptance)

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

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

Nature All agreement are not contracts. | All contracts are agreements. |




i ESSENTIALS OF A VALID CONTRACT |

l
|

1 | Agreement 1 | Two parties
| 2 | Free consent 2 | Intention to create legal

relationship

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

4 | Lawful consideration 4 | Certainty of meaning

5 | Legal object 5 | Possibility of performance

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

per Section 24 to 30 and 56]

Thos, in ordey to create a valid contyack, the following
elements should be present)-

(D LTwo Peaties:- |

¢ One cannot contvact with himselF
* A contvad innvolves at least bwo parbies -
one pavly making the offer & other party acepting it.
* A contvach ma% be made by a natvval peyson o
ba an avbificigl pevsovs

(2) [ Paities must intend to create a leqal ok ga tion -
. There must be an Tnltention on lhe pmi of povbes
to (reate a legal velatonship between them-
e Social and gﬁme&ﬁc by pe of agreements are nol
enforceable 10 court of |aw
' Hencp tmy do not results intb valid contvact.

C e L1010 A K\ BaHc

Domshc agwement ancd the

porkies did not intend to create
any legai velabons




@ Other formalities to be complied with in cevlain cuses -
¢ Asto l?gql eHects, theve is no diHevence

between o wyiblen contyact and contracl made by WoYd
of mouth.

o In cuse of certain, contvacts some other foxmalibes
have o compiled with Lo make an agreement legally
enforceable

@ Ceytain, ' of meafnin:'-
2 The “agreement must be cerlain and not lague
01 indefinite.

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

* P Agreement o do an act impossible in intself cannot
be entfoveed /

Y, y

@ OFfer and Acceptan ce -
* fn agrf’emenl is the Fyst essential element of
a valid “contvact

@) LEree_Gonsent -

o Two or move persons are said  nsent when they
agree upon a same thing in same senge at same time
| consensus - ad - idem




o Consent wovld be considered as free when it iy nol
cavsed by coercion undve inflvence , raud, misrepresen fa -
-Bovn and mista ke

@ Capacilty of lhe parbes:

+ Capadly o contract means the degalvabils
of a pexson o enter info o valid contract. h&

e [ uery pevson is competent to contract who -

a) is the age of mdjt)_r_i_fg -

The person enh?ring into contvact mugt
be ol 1§ years of age
b) 1s of sound mind -

A person should be olgsoundimindyi-e he
should be in his@sensesnso thal he undorstands the
implications ol he contract at the Hime of enh?ring into
o conbral.

g 1s not disqualibed by law I-
Al person Pnfermg ntoa conlvact should

nol be disqud{HPd by his Stahls.L In on h’ling in fo (Onhrachc,

Sucth pevsons are and@ligARenemiy , Fovelgn-soueyeryns;.
convicts etc

@ onsideration -
- 11 Is veferved fo as e,




@ lawful considerati on and Object:
The consideyabion and object of the agreement
must be lawhvl

@ Not expressly declared B be void -
The 9YPPmPM entored into must not be which

the law declares” o elthey liegal oy void.
TYPES OF CONTRACTS

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

X | On e basis of the liabilily -
3

’ An Agwemohf which Is bindS'ng and enfovceable
is a valid contract-
» T} contains al) the essenbia) elements of a valid contracts

@
A void contrack is one which canno} be enfoveed
bg a covrt of law.



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

@ Voidable Contracts -

. In Agreement which is enforceable by law

at the option of one or more parties thereto, but not at
the oplion of the olhes ov others i5 a voidable cntracts.
* I} may arise fom He tact hal the conhac) may
have been brought about by one of the parties by
coercion, undue influence, fraud, Misvepresentalim and
tence, othey pavhy has righ) fo lreat as o woidable
contract.

@) Mega) Contracts -

o Ttis the conract which law forbids 1 be made.
The cour? wi not enfovee such amtracts bu} also the
connected contyacts
" An illegal agreements are wid bub all void agreements
are not pecessarily 1llegal

® LUneforeable Contract -

' Where a (ontract is good in substance by}
becawse of technical defed ie “ubsence in wviHnﬂ,
boried by limitation.efc one Or both the porhies cannot
sve upovi it is described as an unenforceable contract.



VOID CONTRACT V/S VOIDABLE CONTRACT

1 Meaning

A Contract ceases to be

by
becomes void when

law
It
ceases to be enforceable.

enforceable

which
enforceable by law at the option

An  agreement IS
of one or more of the parties
thereto, but not at the option

of the other or others, isa
voidable contract.

2 Enforceability

A void contract cannot be
enforced at all.

It is enforceable only at the
option of aggrieved party and

not at the
option of other party.

Cause

A contract becomes void
due to change in law or
change in circumstances

beyond the
contemplation of parties.

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

Performance

of contract

A void contract cannot be

performed.

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

performance of the contract.

Rights

A void contract does not
grant any legal remedy to

any party.

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

rescinded it
becomes a valid contract.




Scope A void agreement isnot An illegal agreement is always
necessarily illegal. void.

Nature Not forbidden under law. Are forbidden under law.

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

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

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

O (Lxpress Gubvadst. |

+ Ncontracl yould be an‘express conlvactif the terms
ave expvessecl bafwofrc's Or in_w’ri_l_:i'ng;

© (implied Conlrds?

» Implied contracts in antrast come inlo existence by
implicution most okten the implications is by adtion or conduct
by parties o1 course of dealings between them. /55
* Toerms and condibions are not known -
o 09)- Wherea coolie in wifoym picks up

qQ. Iuagage
(3 [Tacik Contvacts -

. The wovd tacit means silent.
* Tacit contvacts are those that are inferred thvough
(he conduct oF porties wilhout any spoken wovds

ov written
* Texms A conditions ave known




ey - sule of given effect to at the
fﬂ" OF hammer in an QUCHOY\ sale

@ Quasi Gonlracts:-

1t |s createc log law undey certain c\ycumstances
* The luw creates and enforces legal vighls and
obligativns when no vreal contract exists. B
' Such obliaal‘lons ave known as
quasi- contracts
* eyl findev of lost goods

©® [E- canlvadsl

When a contract is entered into by two07 more

par bes vsing electronics means, such as e-mals

is known as’ e-commerce contya cls

* g ’Bug"ingl product online thioygh iy =
an application. WP sk

E-CONTRACT

Online contract

©~%£M¥ ',s" UM«

@ xecuted Contrgcl -

When the act is done or executed. then the
contyact is an executed contract

@ Execotovy Contvacl -

sometimes consideyation is to be peyformed in
futuve only  and therefore these ontracts ave described

0S PxXecy owy contvacls




Executory Contracts

nilateyal Contrac Bilateral Contract
 [Unilateral (ontvact

Unilateral Contract is one sided contvact jn which
one pavta ha,Lparformed his duty ov abli‘g ation and
lhe other”porty's. obligabion is outstanding.

X | Bilateval Contyact -

A Bilateval Contvact is one where the obligation oy
promise is oulstanding on the part of both the parties.

Classification
of contracts

\ - )
Validity Formation Perforlnance

| | |

Valid contract Express contract  Executed contract
| | |

Volid contract Implied contract Exeutory contract
| | |

Volid contract Quasi contract Unilateral contract
| | |

lllegal contract Tacit contract Bilateral contract

=\ |

[l-ﬂ"’ / Unenforceable
< f) contract



Prapsgal /Cffer

Ssentials ot a offer ave:
@  The person making the poposal or offer is called the
b P | T
PYOMISOT " OF oberov' : "The Pe7son to whom the oHer
Is made is called the ‘offevee’ and the persom acepting
Ine offer is called the ‘promisee” ov “acceplor’

@ for a valid offer, the parly making it most express
his willingness "todo” o1 “not todo” something.

@ The willin %ness must be expressed With a view Lo
obtain the Gssent of the othey_panty fo whom the 0 Her
is made

() An offer can be positive as well as negative

ssification of Offer |

] .
&ene\:_uq apecial | | Counter | (1 0S¢ Ftandmg
_offer Offer | 0Ffer | e OFf




O Geoeal o

+ Ilis an offer made to public at lofrge and
hence anyone cun accept and do the desived act.

Case law - Carlil) v. Gavbolic smoke

(] ) .

@ SPCEHC/ Seci’al OH’QT;—

' When the offey is made to a specihic
0v an ascertained person., it is known as specfic offer.
* Specihic offer can be atcephed only by that specihed pevson
t0 whom the offer has been made.

® [Cross offer: |

When two parties exchange identical offers in
|gnoTance of the time of each other’s olfcr, the offer are
called cross offers

* There is no bindmg contract 1s such a case because offer

made by a person cannot be comstrved as ‘acceptan ce of
the anothers offer.

(4) LCounter offert-

o When the offeree ofers to ciualiFwd acteplance of
Ine offer. subject tb modifications and vaxiakions in he
lerms of original offer, he is said to have made a

: Cf(FNn ley o Her amounlts 1o vejection of original

OlTe7.



. " Pn offer which is allowed to vemain open
for acceplance over a period of time is known as
standmg or enbnuing o1 open offer.

Essentials of o valid Contract

NE aple ¢ oaliNg [Pgal Yelations -

« Offer musl be such as in law Is capable of being
accepted ang giving rise o legal relationship
+ I sodal inuiaral"ion, even IFtis acepted ; does not create
IE’ga| velabions becavse itis not so ntended.

(@It must be certain , dehnite and not vaguer-
o 1F the terms of an offer are va?ue of indefinite,
ibs acceptance cannol create any conlrachval velationship.

3) 1t must be communicated 10 the offevee

fin offer, to be compelete , must be commimicated
to the pevson to whomit is made, othevwise theye can be no
acceptance of it,
* fin ‘acceplance of an oHer, in janorance of the oHer, is
nol acceplance and does nol confes any right on the
acceplOY.

Case law:-| Lalman Shvkla V. GavriDytt

9




@] 1t must be made with o view to obtaining the assent

of > NINCY DC -
'  fAnd not mem!g with a view t6 disclosing the
intention of making an ofter

®) |1t may be conditional:-

* " An oifer can be made subject to any terms and
condibions bg the oHeror

@ 0”67 should not con’ra‘m a l‘(’Tm the NoN- complian(e
F thh amouNnt o acdeplance .-

*  Thus, one cannot say Hhat It acceptance is not
communicated by a certain time he offer would be

considered as ucrepted

The offer may be either specific or general -

C
@) [Offey is diffevent From 1-|

(i) A mere statement of intention -
6g'- Afather wrote his son aboul his wish

oF making him the owner of all his
properly is meve a statement of intention.



@ fin invilation to offer:-

o 1n case of an invitation to make an offer”
the pevson making the invitation does not make an offer
Tather Mvites he other parky To make an offer.

* His objechve is to send out the invitatin Lhat he is
willing to deal with any person who, on the basis of
suth invitation ,is veady to enter into contract with
him subject to final tevms and onditions

f stalement of priceis not an offer -
*  Quoling the price of a product does nol

conshtute i+ an offer.

@ A mere communication of information™-

*| following are examples of invitation to offer Lo buy
07 sell -

O An invitation by a company Lo the public Lo subscribe
fov its sharre.s. e

(2 Displayof goods fov salein shop windows.

) Advewhi.isin auchon sales and

@) Quotation”of prices sent in 7eply to o

query regmdi‘ ng prices.



Difference between OFfer and An Invitation to Offer

Meaning Section 2(a) of the Act, an offeris | Where a party without |
the final expression of willingness | expressing his final willingness |
by the offeror to be bound by the | proposes certain terms on
offer should the other party | which he is willing to negotiate |
chooses to accept it. he does not make an offer, but |
only invites the other party to |
make an offer on those terms.

Intention of the | If a person who makes the | If apersonhas the intentionof |
parties statement has the intention to be | negotiating on terms it is called }
bound by it as soon as the other | invitation to offer
accepts, he is making an offer.

Sequence An offer cannot be an act An invitation to offer is always |
precedent to invitation to offer an act precedent to offer

% | Acceptance:-

eptance
Definition of Acceptancer 2z an{;

RelabBonship between Offey and Acceptancel-

* The offer can be withdrawnjust before it 15 accepted.
» Nceptance converts the oHer into o promise and then
Itis Too late to yevoke it.
o 0ffer in itself cunnot create any legal Telabonship
bot it is the acceptance by the offeree which creates
a legal velationship



* According o Sir william Anson Ri\"
“Acceptance to offer what a lighted malch is to

brain of gun powder”

* This means as soon as the tvain of gun powder is lighted
it wold E’xp]odo- Train Of u") powdw [oﬁev] inifself is
inert., but it is the lﬁghb@g malch Laceptan ] which
cavses gun powder Lo explode.

Rule : Offer once accepted cannot be revoked

— “An acceptance to an offer is what a lighted match is to a train of gun -
powder”

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

legal Rules vegarding a valid acceptance:-
@ | Aceptance cn be given only by the person to whom
Y )s made:-

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

Case 'CIIU :F Boulton VS an e«S @ Iﬂnesg « Had ”Reauqy%a‘rmss N \EBlijkieHurst\

[Credito dealings ebtoy )
| & | ulten
.. Held as theoffer was made | ©@Fedmeti =
to Bouuont ThPY e was No L R R %"J}f&‘;ﬂtﬂzﬁég

contyact bebween bavlton and : i
Jﬁﬂe.S- sent the go0ds




* Tn case of geneval offer it can be acepted by any peyson
who has the knowledge of the olfer
(Catlill vs. Carholic ‘smote ball co. (1293) ]

(®) |Acteptance_ must be absolvte and vngualified

¢ Rceptance is valid only when if is absolute and

unqualified. s b
Case law -[Neale Vs. Meyre fre {

Bal 2 2.00.000

|
\’ ¥ 4
0,000 50,000 90,000 50000
" Heve, The acceptance was nol
valid

Case law
@ The Dcceptance must be communicated -
o To conclude a contract between the parties,

the aueptan( must be communi catec

Case law:- |Brogden vs. Metropolitan Tailwa (0.
(4)| Acceptan e must be in prescribed mode -

' here the mode of acceplance is prescribed in the
proposal , it must be accepled in that manner.

©®
Acceptance must be within the specihed time limit,
iFany. and iF no time is stipulated , acceptance must be
given within the yeasonable ime and beforethe offer |apses.

(0) [Mexe silence is not acceptance-

o The atwﬁtance of an offer cannol be implied From the
silence of the offeyee oy his failyre 1o answer .

@ [Acceptance must by cmduct ) Implied Acteptance-




o

% | Communication of 0ffer and Acceptance!- ¢

@ Communication of OFfer:

o “The communication of offer is complete when it
comes to the knowledge of the persom Fo whom it is made’
» Mere veceieving of the letter is not sufficient , he must
vecereve O read the message contained m 1he letter.

* Thus, 1t can be symmed up —— g qp H
ihal when o proposal is made up i
bg PDS{, "l»s CO‘mmUYﬂCUHOH wn' When is the communication of offer complete?

be complete when the letter T e

cntaining the proposal reaches Lhe person to whom it is
mad e.

(2) [Communi calion ot Acceplance:-
o (ommynicahon ol aceptance is complete -

1) As a‘?ainst the proposer, when it s put in the covrse of
transmission to him so as [© be out of the power of the
aceptor to withdyew the same.

1) As GEQMSf the acceplor, when it comes g
o the knoiled ge ol Ihe PYopos o ﬁﬁ;::%ﬁ“f::iﬁgz‘; WP*'.TF
el il

* However , fromthe \iew point ol acceptor, e s
he will bound by his acceptance on!y Hj‘:ﬂg”rﬁ

when the letter of aceptance has
reached the proposer



?& ‘Revocation of OHer and accepiancer-

" . OFfevor | DFfeveel
(3) [Revocation of Offer.- e i
* The offeror can revoke his offer before ™ st
S R post___
it is ace pted. P

* 1F he does so, theoffevee cunnot creotea | Pogsmmmar o

On oslol]22,1e, the dabe on which offeree sends his

contrad by acrephing the revoked offey.

@) |Revoution of Acceptance:-

has been sent by offeree
® proposal cun be vevoked at an y time
before the communication of ik a ccep tan o

Is complete as against proposer. i | i B

OHeroy Offeree

* An aceptance may be revoked at o —

any time before the commumication is okl 131

complete Gs against the acceptoy  [sidm = r\;‘;;:zﬂ:‘:;fi‘:’fn
Acceplane cun be vevoted

any time bofor e 0glot |22

X L11ode
1) By notice of vevocation:- |

2)(By lapse of lime:}

The bwe for acceplance can lapse if the acceplance
is not given within the specilied tme and where no ime
is specified . then within the reasonable bime

0L _vevocation ot 0fer.

3)| By Non- ful Flment of condition -
Where the aceptor fails to ful kil a condi Hon
mecedent 1o acteptance the proposal gets re voked




4)\'By_death or insanity -

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

o) ’B; counter OHer:-|

6)| By the von- aceptance of the offer aaordmg to the
vescnbed or ysva) mode. - o N

7] By subsequent illegality -

aK .MM T um 0 \Jals H! OY)S,-
o Sometimes there are sitvabions where there are cmlracts
w'th spech al condibions.

s These special conditions are cavveyed lacll y and the
acceptance of these conditions are also u#weyed by Lhe
offevee again tadll y ot wi thovt him reaHzing 13

Caselaw “| lily While vs R Manvswamy | I~y bty waite
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