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of the Indian Contract Act, 1372 provides

that an agreement in orderto o contract , most

salicty the’ following conditions-

) The porties must "be compelent to contract

J) Tt must be made by the tree consent of the paities

3) 1t must be made fz, a lowfv) consideyalion and
with a law vl gbject.

4] 1t should not have been expresslg decl aredas void
by law.

X* | Capacity 1o contract

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

A N 'l O conlr

" Every person is compelent to contract who is the

age of majority aaording {0 the law o which he is
6tﬂbject,a who is of soind mind and is not disqualifed
+om con'tracfing by any law to which he is subject. 3

' (apacily to (ontract
Yes _No

nt1g

111G N 11a
3G Mling

und ling nsound mind
Not disqualified |DisqualiFied by
by law law

. - e
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In India, the age of majority is mgulat'ecl by
the Indian Majority Act, 1279
* very person domiciled in India shall aitain the age
of majority on the completion of 15 years of age and
not be'fow..

\ contracdt made with ov Y Q@ | INOY is Void-ab-intio.-
* A minor is not competen’t to contract and

any agreement with o by a minor is vold from

the very beginningﬁ

NO RatiHcabion aiter allaining mayd ity -

o A minor cannot ratify thé agveement on attammg
the ma]or’itg as the orig nal agveemen'l; is void ab
intlo and @ void agreemen‘[ can never be yalified

A minor can be a beneﬁ“da'rg ov can {ake beneht

’ O @ conlyact-

* Though o minov is not compelent o coniract,
nothmg inthe (onfrad Act prevents the minor from
making” the other party bovnd 1o him .
* A mgnor cannot become partner in a partnership firm
However, He mcu4 with the consent of all the partners
be admitted to the benefits of parinership.



H miNnoY can alwaus plead 1rT“lv -
* A minor can always plead minority and
is nol stopped 1o do sb even where he has™ taken
any loan ov entered into any contract by falsely
vepresenting that he was major.
* ‘Rule oF ‘estoppel cannol be applied against a minor

¢ | claim for necessaries supplied to a minor is
enforceable bg law.
* Theye 1s no personal l‘i“abilily of the minor  but onlg his
pmpe’ttg is liable.
e To tender minors estate ljable for necessaries two
conditions must be satished
i] The contract must have aheady a suffident supply
of these necessaries |
i Necessaries L[Food, clothing, shelter,education funeral
(evemonies, et mean those things that are essentially
needed bg & minoy
They cannot include luxvrles or UNNeCRSSary
articles.

* Where the guardian mates a conbvact for the
minot, which is within his competence and which is

for the benefit of the minor, theye w be a valid
contract which the minor can enforce



(Np spedfic Performance:|

* A minors agveement bein absolutelg void, there
can be no queshon of the specibic pevformance of
such an agreement,

e I minor cannot be decloved as nsolvent as he is
incapuble of contvacting debis and dves are payable
from 1he pwsonal pfoperti‘ea of minor and he shall
never be held personalloq liable.

¢ A minor being incwmpetent to contrac connot be
a paviner in a partneyship fivm. but, he can be
admitted to the benefits of parinership.

* A minor can act as an agent. But he will not

lia ble to his Pr‘mdpal for his acts

I" CC " NNA  Pda 'l g : ) (l‘l
* An infant is not capable of binding his parent
or guardian even Tor necessaries.
* The parents will be held (iable only when the child is
achng as an agent for parents
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olnt contrg py MINOT A
* In such a CA5e, The advlt will be liable on the contTaci

and not the minor Joint cntrad by ainor and aa ol

note id| 10000/- 3months ? »
e Ql|d m . ‘ 'A

.l. .

. 69 |- Swapntlls‘iv anc:‘
liona ave joint promisors e
10 Benel“iclofg ankita mam

Ankila Mam
(Benek .:mq]

!

Promisee] Payee]

Here, 1" After 2 months Jiana will not give any money than she is not personally liable o pay

the money s she is a minor.

: 1 MINC

e In a contract of gumntee when an advlt stands
swetg for a minor then he is liable to third pa1t3 as
there 15 divect contvact between the surely and third

poﬁyh

* €9" Anand siv guaranteed for
the iaHng loan ba hriya-

1n case of failure for
FEIHH’IIF'HI!. b&r Hi_gm,
Anand Sir will be liable o
make the pay ment

* A minoy. being imcompelent to contyact cannol
be a shareholder of the company
* But a minor may, aching though %L{ lawfv) 3u0frdian
hecome o shaveholder by transfer or transmission
of Fu\lg pqid shares lo him

Liahlil  of torts)-

« A tort is a o) wrong.
e A minor is liable in Tort ynless the tovtin r@alﬂg IsQ
breach of a contract




R ALINALG Nis
"R person is sald to be ol sound mind for the
purposes of making a contract if, at the time when
he makes it is capable of understanding i and of
forming o rational judgement as to its ‘efled upon

his nterests"
Unsounq Mind ‘

N V.
[Termanent Unsound | ﬁempﬂ'mlfl Jg Unsound
l e
|una\tks | Dyunken porson
sometimes sound sometimes unsound
Valid contract | Tnvalid contract |

) Contradt by disqualified person:|

- Besides minors and persons of unsound mind,
there are also other persons who are disqualified
from contracting . portially ov wholly so that the
contracts by SU(ﬁ persons  ave vuid.
* The following persons fall in this category: foreign
Sovere‘igm and Am bassadors , Coypovabons, Gnvi c‘?s,
Insolvent,elc

* * Two or more persons are said to consent when
they agree upon the same Ho‘mg In the same

ensSe’
*tree (onsent s ne(essary lor the valk“[yofa contracl




Consent is said to be free whenitis not cavsed by

(1) Coercion
@ Undve Influence

@ fravd

() Mis represenialion

) Mistake
When consent 1o an agveement is caused by coercion

fravd, mis vepresentation o1 undue intluence | the
ag(ee ment is a conlract voidable at the option of the
party whose consent was so cavsed.

] Coercion;

o Coercion is the committing or threatning o commit,
any ad forbidden by the Indian Penal Code

* The unlawfvl deta‘m‘ing. o1 thveatning to detain any
property to prejudice of any person ‘whatever

o with the ntention of fausing any. person fo enter inlo

an agreement.

«IEHeds of_(oerdont]
a) Contvact induced by coercion is voidable at the
option ok the Pm? whose consent was 50 obtained
h) e porly vesdding a vold contract should, if he
has veceioved any benekt from the other poﬂy 1o the
contract , restore “such henefit to the pevsom fem whom it

was rveceleved.

Coercion (example
ME




A conlract is said 1o be induced b‘y undve inflvence
where the velutions subsisting between “the parties are

such that one of the porties isin a position to domin ate
the will of the other and he uses thal position to oblain
an uniaiv advantage over the other

e _essential ingredients gnder this provisions ave:

o N person can be influenced by the other when a
near relation between the two exists

* Relabion between the parties exisi in such @ manner
that one of them is In « PosiHon to dominabe the whll
ol the other .
* A person T deemed o be In such posiFin in the following
dycumstances!- l

2A) Real a n 2
* Master and servant . doctor and patient efc

2B) Rhducia labionship -
* Where rélabon of trust and confidence exists between
the parbies o a contract.
» solicitor and client husband and wife , crediior and
deblor, el

2¢) Mental distyess- |

e i yndve inflvence can be used again:si 0 peyson {o get
on a onlracd wheve the mental capacily. of the pet son




S thpomﬂlfy ov peymanently affected by the veason of
mental ov bod‘uy distress ,illness oY of 0|d age.

2| D) Unconscionable bargg‘m.s;a

3. Ihe object must be 10 take e advanlaao)-
* Where the person is in a position 1o inflvence the wil
of the other in 3eﬂin9 consent, must have the object to tate

adt/antage of "the other

* The burden of prving the absence of the useof the
dominant position to obtain the ynfair advantage will lie
on the paﬂy who is in a posiion to dominale the will
of the other.



DIFFERENCE BETWEEN COERCION AND UNDUE INFLUENCE

Nature of action

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

It involves moral or mental
pressure.

Involvement of
criminal action

It involves committing or
threatening to commit and act
forbidden by Indian Penal Code or
detaining or threatening todetain
property unlawfully.

No such illegal act is
committed or athreat is
given.

Relationship between
parties

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

Some sort of relationship
betweenthe parties is
absolutely necessary.

Exercised by whom

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

Undue influence is always
exercised between parties

to the contract.

Enforceability

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

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

Position of benefits
received

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

The court has the
discretion to directthe
aggrieved party to return
the benefit in whole or in
part or not togive any such |
directions
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The following are the essenbial elements of the fravd -

+ Theve must be” a representation and it must be false

+ The representution must be related to the fact

o The erYf’SE’niUHon should be made befove the conclusion
of the contvacl with the inbention kb induce the other
party to act vpon it.

« The k;r\epvesentaﬁon sholld be made with a knowledge of
s Talsity.

* The Oﬁ?w porly must have relied upon tne 7epresentation
and consequewHy suHeved a loss

CHect of fravd vpon a validity of a contract -

When the consent to an agreement is cavsed bg
the fraud . the contvad is vo‘igab)e at option of the porly
defravded and he has.the follo wing remedies :

1. He can Yesc\nc' the COT\tTOdJ

2. He can sug for damages

2. He can insist onthe performance of the contract
on the condition that he shall be pul in the position in
which he would have been had the representation

Yaud QU S ppYesentation |examele

After use came tv know that

it has only 4 Benefit Alia cun sue case
against kapil it it was

irﬂenl‘lunal




Mere allence ot Traud .-

1] Wheye there is no duty {o speuk cases sllence does not
amount £0 frauc

9] Sllence is fravd when it is the duly of the person
bse *n llence nea k.

following contracts come within this category.z-

d) Fiducidry Relationship:- ¢\

Here the person in whom confidence is reposed is
under a duly o act with utmost good faith and make
full disclosure all material facts conerning the agreement
known o him

b)Lloniract of Insuyance’-l
In conbrads of marine, fire and life insurance. there s
an imp”?d condibion that fll disclosyve of matevial
fucts shall be made otherwise the inswer 1s entiHed
lo gyoid the contract.

()L Contyact of marriage:

f

EW”T. matmial act must be dI”JC,Osed bg the PmH@s
[0 a conbract of marridge

CU or GCt of FOt SQ{(-? =

These contvacts “also vequive fll disclosure of
material facts within the knpwledge of e parties




e] [Shaye Allotment contracts I
ersons issuing ‘prospectys’ at the time of public

issve of shoves| debentuyes ‘by a joint slock company
have to disclose all material facts within theiy
know! nge

3 Tonce Tiedl 1s cpuiudienl Io sptadh

for example, A saysto @ “1f you do not deny it
I shall assyme that the horse is sound ™ A Sty nothing
His silence amounts to speech

\ opreseNLatic

1. stalement of the fact ,which of false. wovld constitute
misvepresentation iFthe maker beleieves it 1o be trve but
which is not justified by the information he possesses

2. When there is a breach of duf?‘ bg a person without
any intention to dereieve which biings an advan tage
to "him

- FRAUD V/S MISREPRESENTATION

Intention To deceive the other party|[There is no such intention to

by hiding the truth. deceive theother party.
Knowledge of The person making the [The person making the
truth suggestion believes that statement believesit to be

the statement as untrue. [true, although it is not true.
Rescission of the [The injured party can The injured party is entitled to
contract and claim repudiatethe contract repudiate the contract or sue
for damages and claim damages. for restitution butcannot claim

the damages.

Means to The party using the Party can always plead that
discover the fraudulent act cannot fthe injuredparty had the
truth ecure or protect himself means to discover the truth.

[by saying that the injured

party had means to

iscover the truth.




lEgal effects of agreements without free consent-

 When consent to an agreement i corw sed by coecion,
fravd or miswepresentation the agreement is a contract
voidable at the option of the Pcnq', whose consent was so
cavsed

* Butaperson who had the means of discovering the
truth wilth ordinos dili‘ﬂence canmot avold a conlyact
on the ground that “his consent was cavsed by misiepresen-
-{ation or sllence amounhing 1o fraud. /

» Mistake may be defined as mnoent or ermoneovs belief

which leads the porty to misundeystand the other: .

Mistake may be ecithexr Bilateral or Unilateral.

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

* Unilateral mistake is when only one patty fo the contract
is ynder a mistake

1)| Mistake of law:- |

o A mistake of law does not vender a contract void as
one canndt take excuse of Ignoran e of the law of his
own coun'h?,.

* Mistake of D\mf?n law s excusable and is treated like a
mistake of fack




2| Mislake of fact-

Where bolth the Pml’ie; to an agvpement ave ypder a
mistake os to a matter of fact essenbial to the agveement

the agreement is void .

1n each of the Following cases the consideration or
object of an agreement is said to be unlawful:

1. When Consideralion is fovhidden by laut-

Acts forbidden by law are those “which are punishable
under any statve as well as those prhibibed by wgulatiom
ovdeys madein exercise of the authority wnlewed by the
|Eg?slatln€-

| When considerabion oy obiect defeats the powsion of law i-
If the intenbon.ofthe PO“{HPS is to defeat the provisions
of law, the court will not enforce it.

3[When it is fradolent - |
Agreements which are entered inlo fo promote fravd
avevoid.

4| When considevation involves iryury Lo the person os

{ODCYIV OF anoLnNei .-

The " geneyal term ‘injury* means ciiminal or
wrong ful “horm.



L When considexatic nmoral -

L hen considerabion 1
oome of the agreements which are held to be opposed
to publfc Policg ave-

ny trade with person qwnin

Ilegiane o a govemmeni ot way with India"withov
the license of the goumnment of India s ‘woid.

An Agvefment topresent

/

pmeedmﬁs alweadg instituted fforzuur\mng theiy normal
(Vs Using force tends be a pevversion or ‘an abuse of
justice ; therefore such an_agreement is void.

i) Inter[erence withthe cougse of jstice | An  Agreement
whose object 1s fo-indueany judicial officer of ‘the state

to ad partially ov. corvoptly is” void as it is opposed o
public policy. =~

5tiflin9 Prosecution Interfevence with couvse
D1 ushice




* Maintenance i1s an agreemenl in whicha person
promises [0 maintain suit in which he has no interest.

* Cham perty is an agreement in which a person agrees v
assist_another in libigation in exchange of a promise fo
hand over a poition of the proceeds of the action

* The agreement for supplying fnds by way of Mainlenance
oy champm@ IS Ualfc’ Un|€’$5‘ f 9 N
a) 11 15 unreasonable so as Lo be vipsk 1o oher parly ox

b) 1t s made by o malicioys motive

Champerty & Maintenance

| u:-_{"'. ;
¢ An Agmreemenl to haFﬁ“ckin? to public office is

S~

opposed-to-public policy.. as it interferes with the appoint-
-ment of '@ person best qualified for the service of the public
e The Followﬁng ave the examples of agreements that are
Void-sine arc the amount to sale of public offices!-
] Ao Agreement 1o pay money to a public servant in
order lo induce him to wetive Trom his office sothat
another person may secvre the appointment i void



vi) Agreements tending 1o create monopoliesi-

* Agreements having for their object the establishment
of :'nownOpol ies are Opposed to public policy and therefore
void

i) Movage Biokerage agreementsi-| An Agreement to

negotiate marriage for reward whid is known as. a
mmﬁage bfbh?rage COntYClCt ¥ VDidkaS 11 s OPPOS?C’ fo

public polrey.

ﬁulr. Alia to marry me, R]
| will give you |

O d ! I

pposed to Public Policy Ranbir Kapoor
Void in India — Not allowed
™ #
S N .-

viii] Interest agdinst” obligat: | Examples are as follows:-
. An Hgfreomen’[ by an agent to veceieve without his
principal's consen? compensation from another for the
pet fomance of his agenc% s invalid
2. A, who i the manager of a hvm, agrees to pas; a conlracl
o X iF X pays 10 A 220,000 privately, The agreement is
void .




NMNL OFf Mayvid qb.-

E\Iﬂg agreement in vestraint of maniage of any
oerson other than a minor, is void.

An Agreement by which any person is restrained
lrom  exercising a lawhul protession  1rade ov busines
of any kind .is to the extent void.

1.!5ale of Goodwill:-

Where a person sells the goodwill of a business ,within
specitied loal limits,; 50 long s the buyer or his suctessor.
in interest corries on a like business theyein such an
agreement is valid

2. nclfa PO?’h’iQYS y Adk -

1F an outgoing partner makes an agveement with the
continving parinery that he will nol camry or any
business similar to that of the hrm within a specihed
period o1 within specified local limits, cuch an agreement,
thought in reshrain} of trade ,will be valid ,if the
'rQ.(?Yichms imposed are yeasonable



3 LAgreement 0r service

An Agreement of service by which an employee
binds himself, dvring the term of his agreement.
not to ompete with his employer is not restraint

n tvade
Exceptions of Restraint in Trade
: r

i SQI;._ of Gﬁudw-li_lm

CHANDUBHAI VIRANI |

MATHAIWALE, Manufactures
and sells Bhakarwadi in Pune

CHITALE BANDHU
v &5
.,-#:--J - - o
31 B

—
— .- -
'.i;} \
& aint i a
ali

sell Bhakarwadi in Pune

for next 5 years

l:-r1_l-" s
-t .
a
g Y

3 Agveement in vestvaint of legal preeedings!-
finagveement in vestraint  of legal pmeehng is the

one by which any parly there fo i vestricted absolutely

Hom enfording his vights onder a contract ﬂmuah a

Cour L.
10WPYLY INPYEC (Y sxceptions 1o the above

TLAN
i) A contract by which the porbies agree that an
dispute between them in respect of any subject shall be
referred 10 avbitvation and that only the amoun
awarded In such arb tralon shall be recoverable s o
valid contract

/

=



» The meaning of which is vncertain .
* An ngemen} the meanfng of which s not certain is

void but wheve the meaning thereof is capable of being
made certain the (gveement | valid

|5 Wagering agrementr |

e Pn Hgfﬁ?men} bg wag of @ wagyey is voild. I is an
agreement involving “payment of a sum ol money upon
the detevminabion ot an uncertain events.

Essentials of a Wager

- There myst be @ promise to_pay money or money!
wor th

2. Promise musf be conditional on an event happening
0 ok hap pening

3. There must be uncerlainty of event

4. There must be two porkies. each parly musk sfand to win
o1 lose.

6 There mus) be common intenbion to bet at the timing of

making such agﬂementt

6. nges should have no interest in the event except for shake



vansaclions similay to Wager LGambling) -

Llottery Transactiong)-

o A ot Y is a game of chance and not of skil
Ov knowledge where the prime motive of portfcipan’t s
gambling ~ the tyansaction amounts 1o a wagey
o Even if the lottﬂy sanctioned by the government of
India it is a wagering transackion.

*The only eftect of sucz sanction Is that the peyson
résponsible for vnning [he lottery will not be pnished
undet the Indian Pena) Code

» [ofteries are illegal and even collatera) bransactions
to it are tuinted ™ with illegality

ssword Fuzzles and (mpehtions]-

» Cussword puzzles in which prizes depend upon the
corespondence of the compebitors solubon with
previously  prepoved solvFun’ kept with the editor of @
newspaper and therefore  a wagering transaction

i) Speculative transuchons!-|

* An Agreemen] or a share magket transadion where
lhe posties intend to seltle the diffyence bebhween the
contract price and the morke} prsee of (extain goods o

shozes 0N a specih'ed day IS 3umbhn3 and henre
vod .



W)L Horse Race Transackionst-|

« A horse ruce Compeh'an where prize payab)é’s
to the bel winner 1s less than 2500, is a wager
* Transachions resembling the Wageng transaction byt
are nol void*-
@ Chit fund - chit fund does not come within the scope

of wager

@ Commevcia) transactions ov shave mavket transactions:-
+ In these tvangactions in which delievery of goods
ov shores is intended k be 3iven oy taken . do no)
amount 10 wagers

@) &ames of skill and Athletic Compem‘ion 3

o (vosyword puzdles, piclre competitions and
athletic competitons where prizes ore awarded on the
basis of st and intelligen e are the gomes of skl and
hence such competiion are valid

@ A contrack of inswvance-

* A nlract of inswvance is a type of contingent
contvact and is valid gnder law and these conbracts
are differen! from wagering agreements

1 Meaning It is a contract to It is a promise fo pay money or
indemnify theloss. money's worth on the happening or
non- happening of an uncertain event. |
2. | Consideration 'The crux of insurance | There is no consideration between |
contract is the mutual | the twoparties. There is just
consideration (premium and | gambling for money.

compensation amount).




Insurable
Interest

Insured party has insurable
interest in the life or
property sought to be
insured.

There is no property in case of
wageringagreement.

There is betting on other's life and
properties.

Contract of
Indemnity

Except life insurance, the
contract  of  insurance
indemnifies the insured
person against loss.

Loser has to pay the fixed amount on
the happening of uncertain event.

Enforceability

It is valid and enforceable

It is void and unenforceable
agreement.

Premium

Calculation of premium is
based on scientific and

actuarial calculation of risks.

No such logical calculations are
requiredin case of wagering
agreement.




