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My words for youMy words for youMy words for youMy words for you----    
When you are in examination hall, 

Close your eyes…Remember your Parents. 

Give Heartly thanks to them.. 

They made you capable of this moment. 

ITS TIME TO MAKE THEM PROUD. 

                                                     -Ankur  

 

 

 

 

 

Dedicated to my MOTHERDedicated to my MOTHERDedicated to my MOTHERDedicated to my MOTHER    
- DR. USHA AGARWALDR. USHA AGARWALDR. USHA AGARWALDR. USHA AGARWAL    
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    Tips to Prepare for LAW 

1. I suggest you no need to remember all sections only fundamental sections are enough to 

remember. The most important thing is what is inside sections. 

2. You can not write anything in this subject else you know the law  

i.e. No “tukka maro pravati“ in this subject. 

3. movies examples & Slogan are not for exams they are only learning tools. 

4. Prepare a list of important provision and stick to your study board and revise it as many 

times (Proved 100% successful). Make a SRK of important provisions serially. 

5. Your “ratta pravati” may work here as there is no concept in remembering sections. 

6. LAW is  interesting subject for those who are interested into but for those who feel it difficult to 

handle I suggest to use way to which they are comfortable. Just remember “you can Do It” 

7. Remember one thing bol bol ke padhna bhi fayada karta hai but not when someone else is 

getting disturbed from it. 

8. Refer suggested answers or scanners to know the trend in exam i.e. which chapter is more 

important and which is less, you can even read in that order. 

9. Understand how to answer questions based on Case Studies. Take reference guide from 

previous attempts answer patterns. 

10. Complete a particular topic and try to solve past year question on that topic without help of 

books. 

11. Keep some pages blank in your register after completion of each topic, put updates and other 

clarifications which may come afterward in your mind. 

12. Remember the latest amendments as there are very much chances that examiner will ask 

question on that. 

13. Make sure that all your notes are arranged & social media accounts are suspended. 

14. Revision has to be done by keeping the outline of the chapters. This will make you go through 

them quick and easy. 

15. Take short breaks and study. Without break you can not get more output from your studies. 

16. It is not important how many hours you study; it is more important how well you have studied. 

17. Time yourself while you are studying. It's essential that you finish one chapter and take 15 

minutes break to do anything of your hobby to make you fresh (Listen Music) 

18. Talk less to keep only specific thoughts in your mind as during exam time less you talk and 

more you walk will keep you charge. 

19. Don't keep your queries pending, solve them immediately. 

20. Reward yourself with an ice-cream or a brief outing after a good day's work. ☺ 
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 INTRODUCTION:  

Law means a 'set of rules. 
• It deals with law relating to general principles of contract 
• To determine and enforce rights and obligations of the persons  

�  Living 
� Corporate.  

 
 

� One should know the law to which he is subject because 
ignorance of law is no excuse.  

 
 
What is commercial law & its sources? 
 

� English Mercantile Law. 

� Indian Status Law. 

� Judicial Decisions. 

� Customs and Usages. 

 

 

MEANING OF CONTRACT: 

According to Section 2(h) of the Indian Contract Act, 1872, "An agreement enforceable by 

law is a contract."  

In other words, an agreement which can be enforced in a court of law is known as a contract. On 

analyzing this definition of contract, it appears that a contract must have the following two 

elements. 

(a) An agreement, and 

(b) Enforceability of an agreement. 
 

� In the form of an equation, it can be shown as under: 
Contract =  

An Agreement + Enforceability of an agreement. 

 

 

             What is an Agreement 

According to Section 2(e) of the Indian Contract Act, 

1872, "Every promise and every set of promises forming 

the consideration for each other is an agreement."  
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    Now the question arises, 'what is promise?'  

  According to Section 2(b) of the Indian Contract Act, 1872, "A proposal when accepted,   

becomes a promise." 

 

In other words, an agreement consists of an offer by one party and its acceptance by the other. In 

the form of an equation, it can be shown as under: 

 

Agreement = Offer (or Proposal) + Acceptance of Offer (or Proposal). 

 

What is an Enforceability of Agreement? 

An agreement is said to be enforceable by law if it creates some legal obligation.  

In other words, the parties to an agreement must be bound to perform their promises and in case 
of default by either of them, must intend to sue. 
 

� In case of social or domestic agreements, the usual presumption it that the parties do 

not intend to create legal relations. 

 

Example:  

� Chota bheem invites his friend chutki to a dinner and chutki accepts the invitation. If 

chutki fails to turn up for dinner, chota bheem cannot go to the court to claim his loss. 

 

�  

BALFOUR Vs. BALFOUR (1919) 

In this case a husband just makes a promise to pay his wife monthly allowance of £30 for her 

maintenance. Later on they separated and husband failed to pay stipulated amount to his wife. She 

filed suit for that allowance. But it was held by the court that such arrangements are not contracts 

or do not result in a contract because parties did not intend to create legal relationship and finally 

the suit was dismissed. 

 

� In commercial or business agreements the usual presumption is that the parties 

intend to create legal relations. 

 

Example:  

dholu offers to sell his car to bholu for Rs 1,00,000. bholu accepts this offer. Such an       

agreement between dholu and bholu is a contract because it creates legal obligation.  

� In this agreement, if dholu refuses to sell or bholu refuses to buy, the other party can file a suit in 

the court of law for the breach of the contract. 

Excellence is not a skill. It is an attitude. 
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CLASSIFICATION OF CONTRACTS: 

 

 

 

 

 

 

 

Contracts on the Basis of Creation: 

 

(a)    Express Contract: Express contract is one which is made by words spoken or written. 

 

Example I X-MAN says to Y-MAM" Will you buy my car for Rs 1,00,000?" Y-MAM says to X-

MAN --"I am ready to buy your car for Rs 1,00,000." It is an express contract made orally. 

 

Example II X writes a letter to Y, "I offer to sell my car for Rs 1,00,000 to you." Y send a letter 

to X, "I am ready to buy your car for Rs 1,00,000." It is an express contract made in writing.  

 
 
 

(b)  Implied Contract: An implied contract is one which is made otherwise than by words 

spoken or written. It is inferred from the conduct of a person or the circumstances of the 

particular case. 

Example I A transport company runs buses on different routes to carry passengers. 

This is an implied offer by Transport Company. kalia boards a bus. This is an implied 

acceptance by kalia. Now, there is an implied contract and kalia is bound to pay the 

prescribed fare. 

 

Example II amitabh, a coolie in uniform picks up the baggage of Y to carry it from 

railway platform to the taxi without being asked by Y to do so and Y allows it. In this 

case there is an implied offer by the coolie and an implied acceptance by the passenger. 

Now, there is an implied contract between the coolie and the passenger and the 

passenger is bound to pay for the services of the coolie. 

 

(c ). 

 Tacit   

Contract 

A contract which is inferred from the conduct of the parties is said to be 

tacit contract. 

For example: -     (i) sale in auction by fall of hammer. 

                            (ii) Obtaining cash form ATM 

Basis of Classification of 

Contracts 

Execution  Enforceability  Creation 
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Contracts on the Basis of Execution: 
 

(a)  Executed Contract It is a contract where both the parties to the contract have fulfilled their 

respective obligations under the contract. 

example:- If ‘A’ agrees to sell his car to ‘B’ for Rs. 100000. The contract is said to be executed if ‘A’ 

delivers car to ‘B’ and B pays the price to ‘A’ 

 
 

(b)  Executory Contract It is a contract where both the parties to the contract have still to 

perform their respective obligations. 

 

 

(c)  Partly executed and Partly Executory Contract: It is a contract where one of the parties to 

the contract has fulfilled his obligation and the other party has still to perform his obligation. 

 

Example, X offers to sell his car to Y for Rs 1,00,000 on a credit of one month. Y accepts X's offer. X delivers 

the car to Y. Here, the contract is executed as to X and executory as to Y. 

 

d.Unilateral 

Contract 

Where obligation is pending on the part of one of the parties.  

Eg: bonus. 

e.Bilateral     

Contract 

A Bilateral Contract is a contract in which obligation is pending on the part of both 

of the parties.   

 

For example, where T agrees to coach R, a pre-medical student, from first day of the next month and R in 

consideration promises to pay T Rs.1000 per month, the contract is executory because it is yet to be carried 

out.  

 

Similarly, where M promises to sell his car to N for Rs. 1,00,000 cash down but N pays only Rs.10,000 as earnest 

money and promises to pay the balance on next Sunday. On the other hand,M gives the possession of car to N and 

promises to execute a sale deed on receipt of the full amount. 
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Contracts on the Basis on Enforceability: 

 

(a) VALID CONTRACT: A contract which satisfies all the conditions prescribed by law is a valid 

contract. Example Gajni offers to marry Sajni. Sajni accepts Gajni's offer. This is a valid contract. 

 

 

(b) VOID CONTRACT: Section 2(j) defines: “A contract which ceases to be enforceable by 
law becomes void when it ceases to be enforceable.” 

� A void contract is a contract which was valid when entered into but which subsequently 
became void due to impossibility of performance, change of him or some other reason. 
 

Example Gajni offers to marry Sajni. Sajni accepts Gajni 's offer. Later on Sajni dies. This 

contract was valid at the time of its formation but became void on the death of Sajni. 

 

a valid contract is transformed into a void contract in the following situations: 

(a) Supervening impossibility (Sec. 56). A contract becomes void by impossibility of performance after the 

formation of the contract. 

For example. A and B contract to marry each other. Before the time fixed for the marriage. A goes mad. The 

contract to marry becomes void. 

 

(b) Supervening illegality (Sec. 56). A contract also becomes void by subsequent illegality. 

For example. A agrees to sell B 100 bags of wheat at Rs 1,650 per bag. Before delivery, the Government bans 

private trading in wheat. The contract becomes void. 
 

 

 

(c)  VOID AGREEMENT According to Section 2(g), "An agreement not enforceable by law is said to 

be void." Such agreements are void-a -initio which means that they are unenforceable right 

from the time they are made. 

Example An agreement with a minor or a person of unsound mind is void-ab-initio because a 

minor or a person of unsound mind is incompetent to contract. 

� Thus, a void agreement never matures into a contract. 

 

 

RAZZ KI BAAT: 

 ‘void agreement‘should be distinguished from a ‘void contract’. A ‘void agreement" never amounts to a 

contract as it is void ab-initio. 

 A ‘void contract’ is valid when it is entered into but subsequent to its formation something happens which 

makes it unenforceable by law. 
 

 

(d)   VOIDABLE CONTRACT: According to Section 2(i), "an agreement which is enforceable by law 

at the option of one or more of the parties thereto but not at the option of the other or others, 

is a voidable contract." 

� A voidable contract is one which can be set aside or repudiated or avoided at the option of 

the aggrieved party."  

� Until the contract is set aside or repudiated by the aggrieved party, it remains a valid 

contract. 



 

INDIAN CONTRACT ACT 

BY ANKUR AGGARWAL                                                                        CA & CS FOUNDATION 

B.COM, M.COM, PGDT, CA(I), MBA, M.A, B.ED, P.HD*              +91 9958844550 

                   Differentiate your dream or desire…this is your dream Achieve it. Page 16 

 

Example circuit threatens to kill happy singh if he does not sell his house for Rs 1000 to circuit. 

happy singh sells his house to circuit and receives payment.  

� Here, happy singh’s consent has been obtained by coercion and hence this contract is 

voidable at the option of happy, the aggrieved party.  

 

� If happy singh decides to avoid the contract, he will have to return Rs 1000 which he had 

received from circuit.  

� If happy singh does not exercise his option to repudiate the contract within a reasonable time 

and in the meantime, gappu purchases that house from circuit for Rs 1,00,000 in good faith, 

happy singh cannot repudiate the contract. 

 

(e) ILLEGAL AGREEMENT An illegal agreement is one the object of which is unlawful. Such an 

agreement cannot be enforced by law. Thus, illegal agreements are always void ab-initio  

(i.e. void from the very beginning). 

Example Happy singh agrees to pay circuit Rs 1,00,000 if circuit kills kaancha. circuit kills 

kaancha and claims Rs 1,00,000. Circuit cannot recover from Happy singh because the 

agreement between happy singh and Circuit is illegal as its object is unlawful. 

� Effect on collateral agreements – agreements become void.  

 

Example If in the above example, Happy singh borrows Rs 1,00,000 from Munna who is aware 

of the purpose of the loan, the main agreement between happy and circuit is illegal and  

�the agreement between happy and munna which is collateral to the main agreement is also 

void. Hence, munna cannot recover the money from happy. 

 

(f)   UNENFORCEABLE CONTRACT It is a contract which is actually valid but cannot be enforced 

because of some technical defect (such as not in writing, under stamped). Such contracts can 

be enforced if the technical defect 

involved is removed. 
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Example: Offer and acceptance 

A offers to buy bike from B for Rs.50,000 to which B responds positively. 

Here A has made an offer and B has accepted it 

Example: A invited B on a dinner at his home. B accepted the invitation. It is a social agreement. If A fails

to serve dinner to B than B cannot go to court for enforcing the agreement and similarly if B did not 

turn up than A cannot go to court for enforcing the agreement. 

ESSENTIALS OF A VALID CONTRACT                                section 10 

All the aforesaid elements must be present in an agreement in order to create a valid contract.  

�If anyone of them is missing or absent, the agreement will not be enforceable by law. 

 

1. Offer and acceptance 

There must be an agreement between parties to create a valid contract. An agreement involves a valid offer and 

its acceptance. 

 

 

2. Legal relationship 

A contract to become valid must have a legal relationship. In case of social or domestic agreements, the usual 

presumption is that the parties do not intend to create legal relationship but in commercial or business 

agreements, the usual presumption is that the parties intend to create legal relationship unless otherwise 

agreed upon. 
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Example: A (Minor) borrowed Rs. 100,000 from B and executed mortgage of his property in 

favour of the lender. This is not a valid contract because A is not competent to contract. 

Example: A offers to buy IPAD from B for Rs. 50,000 to which B responds positively. 

Here A’s promise to pay Rs. 50,000 is the consideration for B’s promise and B’s promise to sell the 

IPAD is the consideration for A’s promise. 

Example: A beats B and compels him to sell his bike for Rs. 20,000. Here, B’s consent has been 

obtained by coercion because beating someone  is an offence  under  the Indian  Penal Code. 

3. Capacity of parties 

As per sec.11 the parties to an agreement must be competent to contract. In other words, the person must be of 

� The age of majority 

� Person of sound mind and 

� Not declared as disqualified from contracting by any law to which he is subject. 

 

 

4. Consideration 

As per section 23 an agreement must be supported by lawful consideration. Gratuitous (without consideration) 

promises are not enforceable at law. Consideration requires not only presence of consideration but also 

lawfulness of consideration. 

 

 

5. Free Consent 

As per section 14 an agreement must be made between parties by free consent. In other words, the consent 

must not be obtained from following: 

� Coercion 

� Undue influence 

� Fraud 

� Misrepresentation 

� Mistake 

 

 

6. Lawful Object 

As per section 23 the object of an agreement must be lawful. An object is said to be unlawful when: 

� It is forbidden by law 

� Is of such a nature that if permitted would defeat the provisions of any law 

� It is fraudulent 

� It involves an injury to the person or property of another. 

� court regards it as immoral, or opposed to public policy. 
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Example:  

• A, B and C enter into an agreement of the division among them of gains acquired, or be acquired, by

them by fraud. The agreement is void, as its object is unlawful. 

• A promises to obtain for B an employment in the public service, and B promises to pay 
Rs.10,000,000/-to A. The agreement is void as the consideration for it is unlawful. 

• A, who knows that B has stolen goods amounting to Rs.500,000, receives Rs.100,000 from B 

in consideration of not exposing A. This agreement is illegal. 

Example: Not declared as void 

• A and B carried on business in a certain locality in dholak-pur. A promised to stop business in that 

locality if B paid him Rs 1,000 per day. A stopped his business but B did not pay him the promised 
money. It was held that A could not recover anything from B because the agreement was in restraint 

of trade and was thus void (restraint of trade). 

• A promises to pay Rs 10,000 to B if it rained today, and B promises to pay Rs 1,000 to A if it did not. The 

agreement is void because the happening and non-happening is dependent on future uncertain event 
(wager). 

Example:  

� A agrees to sell to B "a hundred ton of oil." There is nothing whatever to show what kind of oil was 

intended. The agreement is void for uncertainty. 

� A agrees to sell to B "my white horse for Rupees five hundred or Rupees one thousand." There is 
nothing to show which of the two prices are to be given. The agreement is void. 

 

 

7. Not declared as void 

As per section 24 to 30 an agreement which is not enforceable by law is called void agreement. There are 

certain agreements which have been expressly declared as void such as: 

� Agreement, the consideration or object of which is partly unlawful 

� Agreement made without consideration 

� Agreement in restraint of marriage 

� Agreement in restraint of legal proceedings 

� Agreement in restraint of trade 

� Uncertain agreements 

� wagering agreement. 

 

8. Certainty 

�As per section 29 an agreement may be void on the grounds of uncertainty.  

�The meaning of the agreement must be certain or capable of being certain. 
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Example: A agrees with B to discover treasure by magic. The agreement is void. 

9. Possibility of performance 

 

As per section 56 the terms of the agreement must be capable of being performed. An agreement to do an act   

impossible in itself is void. 

 

 

 

10. Legal formalities 

As per section 25 an oral contract is a perfectly valid contract, except in certain cases where a contract must 

comply with the necessary formalities as to writing, registration etc. 

 

 

 

SRK:   SHARP REVIEW OF KONCEPT. 

Contract = An Agreement + Enforceability of an agreement. 

Agreement = Offer (or Proposal) + Acceptance of Offer (or Proposal). 
 

� In case of social or domestic agreements, the usual presumption it that the parties do not  intend to 

create legal relations. 
 

� In commercial or business agreements the usual presumption is that the parties intend to create 

legal relations. 
 

� The law of contracts is not the whole law of agreements. 

 i.e. all agreements are not contract. (social agreement). 

� The law of contracts is not whole law of obligations. 

� All agreements are not contracts But all contracts are agreement. 

 
� Illegal agreement- Void-ab-initio 

� Effect on collateral agreements  – collateral  agreements become void. 

� Effect on collateral Transaction - ILLEGAL 
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� JUNG KI YAADE. 
 

LOCK- MAY 2005: Father promised to pay his son a sum of Rs one lakh if the son passed C.A. 

examination in the first attempt. The son passed the examination in the first attempt, but father failed 

to pay the amount as promised. Son files a suit for recovery of the amount. State along with reasons 

whether son can recover the amount under the Indian Contract Act, 1872. 

KEY: 

Problem asked in the question is based on the provisions of the Indian Contract Act, 1872 as contained in section 

10. According to the provisions there should be an intention to create legal relationship between the parties. 

Agreements of a social nature or domestic nature do not contemplate legal relationship and as such are not 

contracts, which can be enforced.  

This principle has been laid down in the case of Balfour vs. Balfour Accordingly, applying the above provisions 

and the case decision, in this case son cannot recover the amount of Rs. 1 lakh from father for the reasons 

explained above. 

 

LOCK- MAY 2020(RTP): Explain the type of contracts in the following agreements under the 

Indian Contract Act, 1872: 

(i) A coolie in uniform picks up the luggage of Rambo to be carried out of the railway station 

without being asked by rambo and rambo allows him to do so. 

(ii) Obligation of finder of lost goods to return them to the true owner 

(iii) A contracts with B (owner of the factory) for the supply of 10 tons of  sugar, but  before the 

supply is effected, the fire caught in the factory and everything was destroyed. 

 

KEY: (i) It is an implied contract and A must pay for the services of the coolie. 

Implied Contracts: Implied contracts are those contracts where the obligation between the parties is not 
created by an agreement but by the imposition. The imposition may be by law or by actions. The purpose of this 
contract is to prevent the unjust enrichment of one at the expense of the other. Here even though there is no 
contract between the parties by implication a contract is made and it carries the same obligation as that of the 
contract. 

In the above case a coolie picks the luggage of R without R asking him to do so. As R had not asked for the 

services the contract is not created but R not stopping the coolie shows that he has accepted the work done by 

him and such acceptance amounts to an implied contract between R and the coolie. 

Hence R is liable to pay the coolie the charges for the work done. 

 

(ii) Obligation of finder of lost goods to return them to the true owner cannot be said to arise out of a contract 

even in its remotest sense, as there is neither offer and acceptance nor consent. These are said to be 

quasi-contracts. 

Quasi-Contract: A quasi-contract is not an actual contract but it resembles a contract. It is created by law 

under certain circumstances. The law creates and enforces legal rights and obligations when no real contract 

exists. Such obligations are known as quasi-contracts. In other words, it is a contract in which there is no 

intention on part of either party to make a contract but law imposes a contract upon the parties. 

 

(iii) The above contract is a void contract. 

 Void Contract:  Section 2 (j) of the Act  states as follows: “A contract which ceases   to be enforceable by 

law becomes void when it ceases to be enforceable”. Thus, a void contract is one which cannot be enforced 

by a court of law. 
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CHAPTER – 2 
 

 

 

 

 

While discussing the essential elements of a valid contract in the preceding chapter we 
observed that  -as a first step in the making of a contract there must be a ‘lawful offer’ by 

one party and a ‘lawful acceptance’ of the offer by the other party. 
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VALID OFFER 

Meaning of Offer [Section 2(a)] 

An offer is the starting point in the making of an agreement. An offer is also called 'proposal'.  

� According to Section 2(a) of The Indian Contract Act, 1872,  

� "A person is said to have made the proposal when he signifies to another 

� his willingness to do or  

� to abstain from doing anything  

� with a view to obtaining the assent of that offer to such act or abstinence." 

 

An offer involves the following essential elements: 

(a) It must be made by one person to another person. In other words, there can be no proposal by a 

person to himself. 

Example mr. bhuddhu says to Y that he wants to sell his car to himself for Rs 1 lakh. There is no proposal 

because there can be no proposal by a person to himself. 

 

(b) It must be an expression of readiness or willingness to do (i.e. a positive act) or to abstain from 

doing something (i.e. a negative act). 

Example I X offers to sell his car to Y for Rs 1 lakh. It is a positive act on the part of X.  

Example II X offers not to file a suit against Y if Y pays X the outstanding amount of Rs 1,00,000. It is a 

negative act on the part of X. 

 

(c) It must be made with a view to obtain the consent of that other person to proposed act or 

abstinence. 

Example X jokingly says to" Y"I am ready to sell my car for Rs 1,000." Y, knowingly that X is not serious in 

making the offer, says "I accept your offer." In this case, X's offer was not the real offer as he did not make it 

with a view to obtain the consent of Y. 

 

SOME MORE EXAMPLES 

Example :- gajni tells sajni , “I want to marry”. This does not amount to offer but it is a mere 

expression of willingness. 

Example:- A said to B, “I want to marry, Will you marry me.” This would amounts to offer because in 

this case, the intention of A is to obtaining the consent of  B. 

Example:- D said to E, “I want to sell my bike to you.” This is an offer “to do something”. 

Example:- ghapla said to dhokla, “I will not file a suit against you in the court of law, if you repay the 

overdue amount of Rs.100000.This is an offer for “not to do something”.  



INDIAN CONTRACT ACT 

BY ANKUR AGGARWAL                                                   Chapter 2 

B.COM, M.COM, PGDT, CA(I), MBA, B.ED, MA,  P.HD(p)                   +91 9958844550 
  

                                 Never trained yourself for second place.  Page 19 

Meaning of "Offerer" (or 'Promisor'), Offeree (or Promisee) 

The person making the proposal is called the offerer or proposer. The person to whom the proposal 

is made is called the 'offeree' or 'proposee'. 

 

TYPES  OF OFFER 

1. Express Offer 

            

             &  

        implied offer 

 

An express offer is one which is made by words spoken or written. 

Ex. I X says to Y,"Will you purchase my car for As 1,00,000?"  

Ex. II X writes to Y in a letter, "' want to sell my house for Rs. 2,00,000. 

An implied offer is one which is made otherwise than in words. In other words, 

it is inferred from the conduct of the person or the circumstances of the 

particular case. 

 

Ex. A transport company runs buses on different routes to carry passengers. This 
is an implied offer by the transport company to carry passengers for a certain 
fare. 

 

2.  General  offer 

 

A general offer is one which is not made to a definite person, but to the world 

at large or public in general. A general offer can be accepted by any person by 

fulfilling the terms of the offer. 

CASE LAW : 1  [Harbhajan Lal v. Harcharan Lal (AlR All 539)]. 

X advertised in the newspaper that he would pay As 5,000 to anyone who traces 

his missing boy. Y, who knew about the reward traced that boy and sent a 

telegram to X that he had found his son. It was held that X was entitled to receive 

the amount of reward.  

 :2. [Carlil v. Carbolic Smoke Ball Co.]  

 Carbolic Smoke Ball Co. advertised in 

the newspaper that it would pay As 1,000 to 

anyone who contracts influenza after using 

the smoke ball of the company according to 

the printed instructions. Mrs Carlil uses the 

smoke ball according to the printed 

directions but subsequently contracted 

influenza. On a suit for the reward she was 

held entitled to recover the same because 

she had accepted the offer by fulfilling the 

terms of the offer.  
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3. Specific  offer An offer made to a definite person or a group of persons. Such offer can be   

accepted only by the specified person to whom it is made. 

Ex.1: salman offers to buy car from rani for Rs 20 lakh. This offer is a specific offer 

which has been made to a definite person rani. No person other than rani can 

accept this offer. [Boulton v. Jones]  

 

Ex.2. an offer made to a company is an offer to a group of persons and hence a 

specific offer. 

 

4.  Cross  offers When two parties exchange identical offers in ignorance at the time of each 

other’s offer, the offers are called cross offers. Two cross offers cannot become a 

binding contract in the absence of acceptance.   

Example:- A makes an offer for selling out his bike to B for Rs 20000. B, in 

ignorance of this offer makes a similar offer for buying A’s bike for 

Rs.20000.These two offers are called cross offers and none of these would 

constitute an acceptance. 

5. Counter offer 
A qualified acceptance to the offer subject to modifications and variations in the 

terms of original offer. Counter offer amounts to rejection of the original offer. 

Example:- A offers B, “ Will you purchase my car for Rs 100000.B replies, 

“I will purchase but I can pay only Rs 75000 for your car.” This acceptance 

given by B is a counter offer. 

6. Standing, 

open  or 

continuing  

offer 

An offer which is made to public at 

large and if it is kept open for public 

acceptance for a certain period of time, 

it is known as standing or continuing or 

open offer.  

Tenders that are invited for supply of 

materials and goods are classic 

examples of standing offer. 
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Legal Rules for a Valid Offer                    Nov.2019 

1. Offer must 

be capable of 

creating the 

legal relation 

lf the offer does not intend to give rise to legal consequences, it is not a valid offer in 

the eye of law.  

�An offer to a friend to dine at the offeror’s place or an offer to one’s wife to show her 

a movie is not a valid offer and as such cannot give rise to a binding agreement even 

though it is accepted and there is consideration, because in social agreements or 

domestic arrangements the presumption is that the parties do not intend legal 

consequences to follow the breach of agreement.(BALFOUR vs BALFOUR) 

�But in the case of agreements regulating business transactions the presumption is 

just the other way. In business agreements it is taken for granted that parties intend 

legal consequences to follow. 

2. Offer must 

be certain, 

definite and 

not vague 

The terms of the offer must be certain and unambiguous and not vague. If the terms of 

the offer are vague, no contract can be entered into because it is not clear as to 

what exactly the parties intended to do. i.e. The terms of the offer must be certain 

or capable of being made certain. 

Example 

1. GANGU TELI offers to sell to raja bhoj" a 100 tons of oil" If  GANGU TELI  is a 
dealer in coconut oil and mustard oil, his offer is not certain because it is not clear 
that he wants to sell coconut oil or mustard oil. But if  GANGU TELI is a dealer in 
coconut oil only, it is clear that he wants to sell coconut oil. Hence, the offer is 
certain. 

  

2. ‘dholu’ has two Maruti cars, one is red and other blue. He offers to sell his car to 

‘Bholu’. In this case, Which car he is offering to sell is not clear. Therefore the 

offer is not valid one. 

 

3. X offers to sell to Y his car for Rs 1,00,000 or Rs 1 ,50,000. Here X's offer is not 
certain because it is not clear which of the two prices was to be given by Y. 

 

3. Offer must 

be distin-

guished from 

an invitation 

to offer 

� An offer must be distinguished from an ‘invitation to receive offer’ or as it is 

sometimes expressed in judicial language an ‘invitation to treat.’ 

� In the case of an ‘invitation to receive offer‘ the person sending out the invitation 

does not make an offer but only invites the other party to make an offer. 

� His object is merely to circulate information that he is willing to deal with 

anybody who ,on such information, is willing to open negotiations with him. 

� Such invitations for offers are therefore not offers in the eye of law and do not 

become agreements by their acceptance. 

� For example quotations, catalogues of prices or display of goods with prices 

marked thereon do not constitute an offer. They are instead an invitation for offer 

and hence if a customer asks for goods or makes an offer, the shopkeeper is free 

to accept the offer or not. 
Examples of Invitation to Offer 

1. Window display of goods by a shopkeeper. 

2. Quotations, Catalogue, Price list. 

3.  Advertisement in a newspaper for sale of an article. 
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6. Offer must 

be 

communica-

ted to the 

person to 

whom it is 

made 

• An offer is effective only when it is communicated to the offeree. Until the offer 

is made known to the offeree, there can be no acceptance and no contract. 

• Doing anything in ignorance of the offer can never be treated as its acceptance, 

for, there was never a consensus of wills. 

• This applies to both ‘specific' and ‘general’ offers. 

An acceptance of an offer, in ignorance of the offer, is no acceptance and does not 

confer any right on the acceptor. 

 

CASE LAW  Lalman Shukla vs Gauri Datt, 

 G’s nephew was missing. 

  L, who was munim of G, went in search of missing by. 

  Meanwhile G issued handbills offering reward of Rs. 501 to anyone who would 

trace the boy. 

  L found the boy and brought him home. 

  Since L had no knowledge of the offer made by G, he could not accept such 

offer. 

  Since there was no acceptance, there could be no contract, and therefore, it 

was held that L was not eligible to receive the reward. 

 

Fitch v. Snedaker.  S offered a reward to anyone who returned his lost dog. F bought 

the dog to S without having heard of the offer. Held, F was not entitled to the reward . 

 

 

7. Different 

from a Mere 

Declaration of 

Intention. 

The offer must be distinguished from a mere declaration of intention. Such statement 

or declaration merely indicates that an offer will be made or invited in future. 

 

CASE LAW : Devidatt v. Shriram 

Mr.ganpat a broker of Mumbai wrote to Mr. khatpat a merchant of Ghaziabad stating 
the terms on which he is willing to do business. It was held that the letter was a mere 
statement of intention and not an offer. 
 

Farine v. Fickar  
A father wrote to his would be son-in-law that his daughter would have a share of what 
he left after the death of his wife. It was held that the letter was a mere statement of 
intention and not an offer. 

 

8. An offer 

should not 

contain a 

term the non 

compliance of 

which 

amounts to 

acceptance 

Offeror cannot impose any such condition the non-

fulfillment of which would lead to acceptance of 

that offer. 

It means that while making the offer, the offerer 

can not say that if offer is not accepted before a 

certain date, it will be presumed to have been 

accepted. 

Eg: Ankur sir gave marriage proposal to Alia 

stating that if she does not reply by next friday, 

he will assume that he has accepted the offer. 

This is not a valid offer, because failure on the part 

of Alia to reply would not result in an acceptance. 
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8. 

Communica-

tion of Special 

Terms 

 

 

 

 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

(i) 
 

 

 

  

         

(ii) 

 

 

 

 

 

 

 

         

(iii) 

The special terms of the offer must also be communicated along with the offer. If the special 

terms of the offer are not communicated, the offeree will not be bound by those terms.   

 

CASE LAW   Handerson v. Stevenson  
� X purchased a steamer ticket for travelling from Dablin to White Haven and on the back of 

the ticket, certain conditions were printed one of which excluded the liability of the 

company for loss, injury or delay to the passengers or his luggage. 

� X never looked at the back of the ticket and there was nothing to draw his attention to the 

conditions printed on the back side. 

� His luggage was lost due to the negligence of the servants of the shipping company.  

� It was held that X was entitled to claim compensation for the loss of his luggage in spite of 

the exemption clause because there was no indication on the face of the ticket to draw his 

attention to the special terms printed on the back of the ticket. 

 

CASE LAW   Parker Vs. S.E. Rail Co. 
� Peter parker deposited his bags in the cloakroom at a railway station. On the face of the 

receipt the words 'see back' were printed. One of the conditions printed on the back was 

'the liability of the railway company shall be limited for any package to $10'.  Peter 

parker’s bag was lost and Peter parker claimed the actual value of bag amounting to 

$24.  

� Peter parker  admitted knowledge of the condition printed on the back but denied having 

read it. 

� It was held that  Peter parker could recover only $10 because the railways had given 

reasonable sufficient notice on the face of the ticket as to the existence of conditions. 

 
 
RAZZ KI BAAT: NOTES:               
In case the special conditions are printed in a language which the offeree does not understand, 

it is the offeree's duty to ask for the translation of the condition before accepting the offer and 

if he does not ask, it shall be presumed that he knows them and he will be bound by them. 

 

The special terms and conditions must be brought to the knowledge of the offeree before the 

contract is concluded and not afterwards.’ 

 

CASE LAW   Olley v. Marlborough Court Ltd 

Mr. GAPPU and Mrs. GAPPU hired a room in hotel for a week. When they entered the room, 

they found a notice on the wall disclaiming the owner's liability for damages, loss or theft of 

articles. Some of their items were stolen. It was held that owner was liable because the notice 

was not a part of the contract as it came to the knowledge of the customer after the contract 

was entered into. 

 

The special terms and conditions must be reasonable. 
 

CASE LAW    Lily White Drycleaners v. Munnuswamy AIR 1966 (Mad.),  

the receipt issued by the drycleaner stated that the drycleaner would be liable only to the 

extent of 10 times the dry cleaning charges in the event of any damage to the clothes. Held, 

such a clause was unreasonable and opposed to public policy, and therefore, couldn't bind the 

parties. 
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                                      ACCEPTANCE 

Meaning of Acceptance 

According to Section 2(b) of the Indian Contract Act, 1872, "A proposal is said to be accepted 

when the person to whom the proposal is made  

�Signifies his assent thereto.  

�A proposal when accepted becomes a promise." 

How to Make Acceptance: 

(a) Express Acceptance An express acceptance is one which is made by words spoken or written. 

(b) Implied Acceptance An implied acceptance is one which is made otherwise than in words. In other words, it 

is inferred from the conduct of the person. 

 

Legal Rules for a Valid Acceptance:                         SECTION 7 

LEGAL RULES AS TO VALID ACCEPTANCE 

1.  

Accept-

ance 

must be 

absolute 

and un-

qualified 

 

An offer must be accepted AS IT IS, without any reservation, variation or condition. �A 

qualified and conditional acceptance amounts to marking of a counter offer which puts 

an end to the original offer. 

�Offeree should be assented to all terms & conditions of the offer.  

 

 CASE LAW [Nihal Chand v. Amar Nath (1926 lahore)]    

X offered to sell his car for Rs 1,00,000 to Y. B agreed to buy it for Rs 90,000. Y's act is a 
counter offer and not an acceptance of X's offer. Now, if Y accepts the original offer to buy 
the car for Rs 1,00,000, X will not be bound to sell the house because Y's counter offer has 
put an end to the original offer. 
 

CASE LAW [Bhawan v. Sadula] 

 X offered to sell two plots of land to Y at a certain price. Y accepted the offer for one plot. 
It was held that the acceptance was not valid because it was not for the whole of the offer.  
 

2.  

Accept-

ance must 

be 

communi-

cated 

 

� The acceptance is complete only when it has been communicated to the offerer. A 

mere mental determination to accept is no acceptance in the eyes of law. 

� Unless the acceptance of the offer comes to the knowledge of the offeror, there is 

no identity of mind and therefore no contract. 

 
CASE LAW  (Brogden v. Metropolitan Railway Co.) 

SULTAN offered to supply coal to a Railway Company. The manager of the company 
accepted the offer and put it in the drawer of his table and forgot all about it. It was held 
that no contract was made because acceptance was not communicated.  
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CASE LAW  (Felthouse vs Bindley). 

� Felthouse offered by letter to buy his nephew's horse for £ 30, 15s, adding,“lf l hear 

no more about him I shall consider the horse mine at £ 30, 15s."  

� The nephew sent no reply to this letter but told Bindley, an auctioneer, to keep the 

horse out of a sale of his farm stock, as he intended to reserve it for his uncle 

Felthouse.  

� Bindley sold the horse by mistake, and Felthouse sued him for conversion of his 

property.  

� The Court held that as there was no communication of acceptance to Felthouse 

before the auction sale took place, there was no contract and therefore Felthouse 

had no right to complain of the sale.  

 

3. 

Who 

can 

accept 

 An offer can be accepted only by the person or persons to whom it is made or by 

his authorized person. 

 The rule of law is clear that "if you propose to make a marriage contract with A, 

then B can’t substitute himself for A". 

 An offer made to a particular person can be validly accepted by him alone. 

 Similarly an offer made to a class of persons (i.e. teachers) can be accepted by 

any member of that class. 

 An offer made to the world at large can be accepted by any person who has 

knowledge of the existence of the offer. 

 

CASE LAW  (Boulton vs Joness). 

A sold his business to his manager B without disclosing the fact to his customers. C, a 

customer, who had a running account with A, sent an order for the supply of goods to A 

by name. B received the order and executed the same. C refused to pay the price. It was 

held that there was no contract between B and C because C never made any offer to B 

and as such C was not liable to pay the price to B. 

 

CASE LAW   Powell vs Lee , 

• Pappu  was a candidate for the post of headmaster in a school. The managing 

committee of the school passed a resolution selecting pappu for the post.  

• Chappu  a member of the managing committee & also a friend of pappu, informed 

Pappu  that he had been selected ☺ , but Pappu received no other intimation. 

• Subsequently, the resolution was cancelled by school, and Pappu  was not 

appointed to the post.  

• Pappu filed a suit against the Committee of school for breach of contract.  

• The Court held that in the absence of an authorized communication from the 

Committee there was no binding contract. 

4. 

Acceptance 

to Whom 

Acceptance must be communicated to the offerer himself. i.e the person who made the 

offer. In other words, if acceptance is communicated to an unauthorized person, it will 

not give rise to legal relations.  
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5. 

Manner 

of 

Acceptance 

(a)If the proposal does not prescribe the    The offer must be accepted in some 

usual manner in which it is to be accepted .    and reasonable manner. 

 

(b) If the proposal prescribes the manner  The offer must be accepted in the  in 

which it is to be accepted.                    Prescribed manner. 

 

Example: 

If the offeror prescribes ‘acceptance by telegram‘ and the offeree sends 

acceptance through a messenger, there is no acceptance of the offer, if the offeror 

informs the offeree that the acceptance is not according to the mode prescribed. But if 

the offeror fails to do so, it will be presumed that he has accepted the acceptance and a 

valid contract will arise. 

          

          6. 

Time 

for 

Acceptance 

Acceptance must be given within specified time limits given in the offer. In case no time 

is specified in the offer, offer must be accepted within reasonable time and before the 

offer lapses. 

CASE LAW   (Ramsgate Victoria Hotels v. Montefiore )   

A person applied for shares in a company in june. He cannot be bound  by  the  

allotment made late in November since delay of 6 months in acceptance of application 

for shares was unreasonable.  

As it was held that the offeror M could refuse to take shares as the offer stood 

withdrawn and could not be accepted because the reasonable period during which the 

offer could be accepted had elapsed 

7. 

Acceptance 

by conduct 

 

By performance of an act intended by the proposer.  

 

 

 

 
 

 

 

 

 

COMMUNICATION OF OFFER AND ACCEPTANCE    section 4 

� The communication of offer and acceptance must complete so as to bind the concerned 

parties  

�because as soon as the communication is complete the parties loose the right of 

withdrawal or revocation.  
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Example: Anarkali of Agra sends a letter by post to munni of Delhi offering to sell his car for 

Rs 1,00,000. The letter is posted on 1st Jan. and this letter reaches munni on 7th Jan. munni 

sends his acceptance by post on 10th January but anarkali receives this letter of acceptance on 15th 

January.  

In this case the legal position relating to the communication of offer and acceptance is as under: 

Communication When does the 
communication complete 

Reason 

(a) Communication of offer 
 
(b)Communication of  

acceptance 

 as against the proposer 
 
(c)Communication of 

acceptance 
 as against the acceptor 
 

7th Jan. 
 

 
10th Jan. 

 
15th Jan. 

The letter containing the offer 
reaches the offeree on 7th Jan.  
 
The letter of acceptance is posted on 

10th Jan. 
 
 
The letter of acceptance is received 
by the proposer on 15th Jan. 

� After posting the letter of acceptance on 10th January, MUNNI can withdraw his acceptance by 
a speedier mode of communication so that the revocation notice reaches the proposer before 

the letter of acceptance. 

 
 

BHUJO TO JANEE. 

A proposes, by letter, to sell a house to B for Rs 80,000. The letter is posted, on 6th instant. The letter reaches B on 

8th instant. The communication of the offer is complete……………………………………………………………………. 

 

B accepts A's proposal, in the above case, by a letter sent by post on 9th instant. The letter reaches A on 11th 

instant. The communication of the acceptance is complete: as against A,…………………………………………………….. 

and as against B,………………………………………………………. 

 

 

Contracts over telephone/fax. 

A contract by telephone/telex/fax is treated on the same principle as an oral agreement made 

between two parties when they are face to face with each other. 

 �In such cases, the contract will complete only when the acceptance is received by the proposer 

and not when it is transmitted by the acceptor. 

 

Conceptual note 

In case of contracts over telephone, telex or fax, the question of revocation (i.e. withdrawal of 

acceptance) does not arise because there is 

instantaneous communication of the offer and its 

acceptance.   
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Example:  X of Agra offers by a letter dated 1st January sent by post to sell his car to Y of 

Delhi for Rs 1,00,000. Y accepts the offer on 7th January at 1 p.m. by a letter sent by post. 

Here, X may revoke his offer at any time before 1 p.m. on 7th Jan. but not afterwards. 

 

(b) By Lapse of Time :An offer lapses if acceptance is not communicated within the time prescribed 

in the offer, or if no time is prescribed, within a reasonable time. 

� What is a reasonable time is a question of fact depending upon the circumstances of each 

case.  

� For example, an offer made by telegram suggests that a reply is required urgently and if the 

offeree delays the communication of his acceptance even by a day or two, the offer will be 

considered to have lapsed. 

example: 

An application for allotment of shares was made on 8 June. The applicant was informed on 

the 23 November that shares were allotted to him. He refused to accept them. It was held that his 

offer had lapsed by reason of the delay of the company in notifying their acceptance, and that he 

was not bound to accept the shares.  

 

(c )  By Death or Insanity of the Offeror or Offeree An offer lapses by the death or insanity of the 

offerer if the fact of his death or insanity comes to the knowledge of the acceptor before he 

makes his acceptance. 

 

(d)  By Failure to Accept Condition Precedent: An offer lapses if it is accepted without fulfilling the 

conditions of the offer. 

Example X offered to sell his car to Y for Rs 1,00,000 subject to the condition that Y should pay 

an advance of Rs 20,000 before a certain date. Y accepted the offer but did not send an 

advance of Rs 20,000. In this case, the offer has lapsed because the advance was not paid. 

 

(e)  By Counter Offer An offer lapses if the counter offer is made because a counter offer amounts 

to rejection of the original offer. Counter means making a fresh offer instead of accepting the 

original offer. 

 

(f)  By not Accepting in the Prescribed Mode or Usual Mode: 

But, according to Section 7, if the offeree does not accept the offer according to the mode 

prescribed, the offer does not lapse automatically. 

�It is for the offeror to insist that his proposal shall be accepted only in the prescribed manner, 

and if he fails to insist he is deemed to have accepted the acceptance. 

 
 

(g)  By Rejection of Offer by Offeree : An offer lapses if it is rejected by the offeree. 

Implied rejection is one:  (a) where either the offeree makes a counter offer, or  

(b)where the offeree gives a conditional acceptance. 
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example: A offered to sell his house to B for Rs.90,000. B offered Rs 80,000 for which price A 

refused to sell. Subsequently B offered to purchase the house for Rs.90,000. A declined to 

adhere to his original offer. B filed a suit to obtain specific performance of the alleged contract.  

�Dismissing the suit, the court held that A was justified because no contract had come into 

existence, as B, by offering Rs 80,000, had rejected the original offer.  

�Subsequent willingness to pay Rs 90,000 could be no acceptance of A’s offer as there was no 

offer to accept. The original offer had already come to an end on account of ‘counter offer’. 

 

 

(h)  By Subsequent illegality or Destruction : of Subject Matter of the Offer An offer lapses if it 

becomes illegal or the subject matter is destroyed before its acceptance by offeree. 

Example:  X of Delhi offered supply of 100 tons of Desi ghee to Y at Mumbai on a certain date. 

Before this offer is accepted by Y, the Central Govt. issued an order prohibiting the inter-state 

movement of sugar. Here, X's offer has come to an end. 

 

SRK- SHARP REVIEW OF KONCEPT 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 



INDIAN CONTRACT ACT 

BY ANKUR AGGARWAL                                                   Chapter 2 

B.COM, M.COM, PGDT, CA(I), MBA, B.ED, MA,  P.HD(p)                   +91 9958844550 
  

                                 Never trained yourself for second place.  Page 34 

� JUNG KI YAADEE 
 

lock:MAY 2004: Shambhu Dayal started ‘self service’ system in his shop. Smt. Prakash 

entered in the shop, took a basket and after taking articles of her choice into the basket 

reached the cashier for payments. The cashier refuses to accept the price. Can Shambhu Dayal 

be complied to sell the said articles to Smt. Prakash? 

   KEY: 

The offer should be distinguished from an invitation to offer. An offer is the final expression of 

willingness by the offeror to be bound by his offer should the party chooses to accept it. Where a party, 

without expressing his final willingness, proposes certain terms on which he is willing to negotiate, he 

does not make an offer, but invites only the other party to make an offer on those terms. This is the basic 

distinction between offer and invitation to offer. 

The display of articles with a price in it in a self-service shop is merely an invitation to offer. It is in no 

sense an offer for sale, the acceptance of which constitutes a contract.  

In this case, Smt. Prakash by selecting some articles and approaching the cashier for payment simply 

made an offer to buy the articles selected by her. If the cashier does not accept the price, the interested 

buyer cannot compel him to sell. 

[Pharmaceutical society of Great Britain V. Boots Cash Chemists]. 

 

 

Nov. 2008 “Good Girl’ Soap Co. advertised that it would give a reward of Rs. 1,000 who 

developed skin disease after using ‘Good Girl’ soap of the company for a certain period 

according to the printed direction. Miss Rakhi purchased theadvertised “Good Girl” and 

developed skin disease in spite of using this soap according to the printed instructions.She 

claimed reward of Rs. 1,000. The company refused the reward on the ground that offer was not made to 

herand that in any case she had not communicated her acceptance of the offer. Decide whether Miss 

Rakhi can claim the reward or not. Refer the relevant case law, if any, 

 

KEY: Miss Rakhi can claim the reward 

- since there is a contract between Miss Rakhi and Good Girl Soap Co; 

- since in case of a general offer, the acceptance of offer is not to be given by way of communication of 

acceptance, but is given by way of performance of the terms and conditions of offer. 

 

 

LOCK NOV. 19. A sends an offer to B  to  sell  his second-car for  Rs.1,40,000 with a condition 

that if B does not reply within a week, he (A) shall treat the offer as accepted. Is A correct in 

his proposition? What shall be the position if B communicates  his  acceptance  after  one 

week? 

 

KEY: Acceptance to  an  offer cannot be implied merely from  the silence of the offeree, even  if it  is 

expressly stated in the offer itself. Unless the offeree has by his previous  conduct indicated that his 
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silence amount to  acceptance, it cannot be taken as valid acceptance.  So in the given problem, if B 

remains silent, it does not amount to acceptance. 

The acceptance must be made within the time limit prescribed by the offer. The acceptance of an 

offer after the  time  prescribed  by the  offeror has elapsed  will  not avail  to turn the offer into a 

contract. 

 

 

LOCK (RTP Nov’ 18) Ramaswami proposed to sell his house to Ramanathan. Ramanathan 

sent his acceptance by post. Next day, Ramanathan sends a telegram withdrawing his 

acceptance. Examine the validity of the acceptance according to the Indian Contract Act, 1872 

in the light of the following: 

a) The telegram of revocation of acceptance was received by Ramaswami before the letter of acceptance. 

b) The telegram of revocation and letter of acceptance both reached together. 

 

KEY: 

As per Section 4 of the Indian Contract Act, 1872, the communication of an acceptance is complete as 

against the acceptor when it comes to t he knowledge of the proposer. This acceptance can be revoked 

by the acceptor before the acceptance letter reaches the proposor. However once the letter of 

acceptance reaches the proposor the acceptance cannot be revoked. Thus whichever he receives first 

shall be valid. In case he receives both together whichever he reads first shall be valid. 

 

In the above case Ramaswami proposed to sell his house to Ramanathan. Ramanathan sent his 

acceptance by post. Later he sends a telegram revoking his acceptance. 
 

a) If the telegram is received by Ramaswami before the acceptance letter the revocation is valid. 
 

b) If both the letter of acceptance and the telegram of revocation reach together, whichever Ramaswami 

reads first shall be valid. If Ramaswami opens the telegram first (and this would be normally so in case 

of a rational person) and reads it, the acceptance stands revoked. If he opens the letter first and reads it, 

revocation of acceptance is not possible as the contract has already been concluded. 

 

 

LOCK (Nov’ 18):A shop-keeper displayed a pair of dress in the show room and a price tag of 

2000 was attached to the dress. Ms. Lovely looked at the tag and rushed to the cash counter. 

Then she asked the shop keeper to receive the payment and pack up the dress. The shop 

keeper refused to hand over the dress to Ms. Lovely in consideration of the price stated in the price tag 

attached to the dress. Ms. Lovely seeks your advice whether she can sue the shop keeper for the above 

cause under the Indian Contract Act, 1872.  

KEY: 
As per the provisions of The Indian Contract Act, 1872 a person making an invitation to offer does not 

make an offer rather invites the other party to make an offer. The object of invitation is to show he is 

willing to deal with any person who on the basis of this invitation is ready to enter into a contract.  
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In the case of Harvey Vs. Facey the privy council explained the difference between and offer and 

invitation to offer and stated that quoting of price is not an offer. Any person acting such quotation is not 

accepting it but making an offer which if accepted shall result in a contract. 

In the above case a dress w as displayed at the shop window with a price tag of 2,000. Ms. Lovely 

intending to buy it makes the payment and asks the shopkeeper to pack it. The shopkeeper refuses to 

sell it. As the price tag on the dress was just an invitation to offer the shopkeeper was not bound to sell 

the dress to Ms. Lovely on her offer to buy. Thus Ms. Lovely cannot sue the shopkeeper. 

 

LOCK- (RTP Nov’ 19) A sends an offer to B to sell his second-car for 1,40,000 with a condition 

that if B does not reply within a week, he (A) shall treat the offer as accepted. Is A correct in his 

proposition? What shall be the position if B communicates his acceptance after one week?  

KEY: As per the provisions of the Indian Contract Act, 1872 an offer when made must not contain a term 

the non compliance of which would amount to acceptance. So the offer or cannot put a condition that if 

the offeree does not does not fulfill a specified condition it shall be deemed that the offeree has accepted 

the offer.  

�Further acceptance to an offer cannot be implied merely from the silence of the offeree, even if it is 

expressly stated in the offer itself. Unless the offeree has by his previous conduct indicated that his 

silence amounts to acceptance, it cannot be take n as valid acceptance. 

�In the given case A sends an offer to B to sell his car with a condition that if B does not reply A will 

consider the offer accepted. As offer cannot contain such a condition B’s silence cannot be treated as 

acceptance. 

�Thus B’s silence does not result into a contract between A and B. even if  B accepts the offer is not a 

valid contract as the offer is not valid. 
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• -Consideration is one of the essential elements of a valid contract (Sec. 10). 

• The law supplies no means nor affords any remedy � to compel the performance of 

an agreement made without consideration. 

• If I promise a man Rs 1000 for nothing ( i.e. Donation), he neither doing nor promising 

anything in return for my money(donation), my promise has no force in law. 

• It is only when a promise is made in return of ‘something’ from the promisee - that such 

promise can be enforced by law against the promisor. 

•  This ‘something’ in return is the consideration for the promise is  quid-pro-quo. 

                     MEANING OF CONSIDERATION                         Section 2(d) 

 

Section 2(d) of the Indian Contract Act, 1872 defines consideration as under: 

� "When, at the desire of the promisor,  

� the promisee or any other person has done or abstained from doing, or  

� does or abstains from doing, or  

� promises to do or abstain from doing something,  

� such act or abstinence or promise is called a consideration for the promise." 

 

LEGAL RULES REGARDING CONSIDERATION 

1. 

 Consideration 

must move at 

the desire of 

the promisor 

Consideration must move at the desire or request of the promisor.  

�Any act done at the desire of a third party is not consideration. 

 

CASE LAW:  Durga Prasad V. Baldeo  

D constructed a market at the desire of the collector of the district. B, a shopkeeper 

of the market promised to pay commission to D on the sales effected by him. Later 

on B denies to pay the promised amount. D filed a suit in the court for the recovery of 

the amount. 

The court held that D cannot recover the amount from B because D has constructed 

the market at the desire of the collector, not at the desire of the promisor i.e. B. 
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 Example : Raju saves jaggu’s goods from Fire without being asked to do so. 

Raju  cannot demand any reward for his services, as the act being done 

voluntary. 

Example : Akbar's son is lost and birbal goes in search for him. Can birbal claim 

remuneration from Akbar, (a) if birbal does this act voluntarily, (b) if birbal does 

this act at the request of Akbar. (c) if birbal does this at the request of Anarkali? 

 

Case                      Decision and reason 

(a) If birbal does this act 

voluntarily 

 

(b) If  birbal does this act at 

the request of akbar 

(c) If birbal does this act at 

the request of anarkali 

birbal cannot claim remuneration from Akbar  

because he has not done it at Akbar's request. 

 

birbal can claim remuneration from Akbar  

because he has done the act at Akbar's request. 

birbal cannot claim remuneration from Akbar  

because he has not done it at Akbar's request. 
 

2. 

Consideration 

may move 

from the 

promisee or 

any other 

person 

The second essential of valid consideration as contained in the definition of 

consideration in Section 2(d),  �” promisee or any other person”  

 That is consideration need not move from the promisee alone but may proceed from 

a third person. 

•  Fee may move from the promisee or from any other person. (your father) 

• Thus, as long as there is a consideration for a promise, it is immaterial who 

has furnished it. 

• This means that even a stranger to the consideration can sue on a contract 

provided he is a party to the contract. 

Therefore Consideration may move from the promisee or any other person who is 

not a party to the contract. Thus, there can be a stranger to a consideration. 

 

CASE LAW:  Chinnayya V. Rammayya 

A, by a deed of gift transferred certain property to her daughter with the direction 

that daughter should pay an annuity to her sister (mausi).  

The daughter executed a writing in favour of  her sister agreeing to pay the annuity.  

Later on, she refused to pay the amount to her sister taking a plea that no 

consideration is given to her in return from her sister.  

The court held that consideration need not necessarily move from the promisee. 

Hence, she is bound to pay the promised amount to her sister.      

3.  

Executed and   

Executory 

consideration 

Where consideration consists of performance, it is called “executed” consideration.  

Where it consists only of a promise, it is executory. 

 example where A pays Rs 5000/- to ‘B’ requesting ‘B’ to deliver certain 

quantity of rice, to which B agrees, then here consideration for B is executed by 

‘A’ as he has already paid Rs 5000/- whereas ‘B’s promise is executory as he is 

yet to deliver the rice. 

 

Insurance contracts are of the same type. When A pays a premium of Rs 5000/- 

seeking insurance cover for the year, from the insurance company which the 

company promises in the event of fire, the consideration paid by A to the 

insurance company is executed but the promise of insurance company is executory 

or yet to be executed. 
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4. 

Consideration 

may be past, 

present or 

future 

 

Past 

considera-

tion 

The words “has done or abstained from doing” indicates past 

consideration. The consideration which has already moved before the 

formation of agreement. 

A teaches the son of B at B's request in the month of January, 

and in February. B promises to pay A a sum of Rs 2000 for his 

services. The services of A will be past consideration. 

Present 

considera-

tion 

 

The words “does or abstains from doing” indicates present 

consideration. Consideration which moves simultaneously with the 

promise is called present consideration. ‘Cash Sales’ provide an 

excellent example of the present consideration. 

Example:- Cash Sales. 

Future 

considera-

tion 

The words “promise to do or to abstain from doing” indicates 

future consideration. Consideration which is to be performed in 

future after the formation of agreement is called future consideration. 

Example:-X promises to sell and deliver 10 bags of wheat to Y 

for Rs 6,500 after a week, upon Y’s promise to pay the agreed 

price at the time of delivery. 

 

5. 

Conside

ration 

should 

be real, 

not 

illusory 

Consideration must be real and must not be illusory. It must be 

something to which the law attaches some value. If it is legally or 

physically impossible it is not considered valid consideration.  

I.e. If consideration is an illusory one, then it is not valid. (mr. india) 

e.g., to make a dead man alive or  

to run at a speed of 1000 kilometres per hour, does not form 

valid consideration 

   

e.g. A man promises to discover treasure by magic. This 

transaction can be said to be void as it is illusory. 

 

6. 

Consideration must be of  

Some Value 

   

� The consideration need not be adequate to the promise but it 

must be of some value in the eye of the law.  

� It is understood in the sense of something in return and that 

something can be anything, adequate or inadequate. 

� The Law only insists on the presence of consideration and not on 

the adequacy of it. 

� The inadequacy of the consideration may be taken into account 

by the Court in determining the question whether the consent of 

the promisor was freely given. 

� Though consideration is an essence of contract, adequacy of 

consideration is not regarded as an essence of contract. Courts do 

not regard the adequacy of consideration, it is at the part of 

promisor to consider that whether he is receiving adequate 

consideration or not. 

Example: A agrees to sell his car worth Rs 800000 for Rs 500 

only and his consent is free, the agreement is a valid contract. 
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7. 

NOT for The act –  

what one is legally  

bound to perform 

 

 

 

�

�

 

CASE LAW

 

CASE LAW

•

•

•

Consideration must not be 

unlawful, immoral or 

opposed to the public policy 

The consideration must 
policy.
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� consideration is for Something other than the Promisor's 

Existing Obligation. 

� The act constituting consideration must be something which the 

promisor is not already bound to do. 

CASE LAW:   

CASE LAW:  Collins v. Godefroa 

• C (the plaintiff) received a subpoena (a kind of summon) to 

appear at a trial as a witness on behalf of G (the defendant). G 

promised him a sum of money for his trouble. 

• On default by G, C filed the suit for the recovery of the promised 

sum. lt was held that C being under a public duty to attend and 

give evidence, 

• there was no consideration for the promise and hence the 

promise is unenforceable. 

The consideration must neither be unlawful 
policy. 

Example: X promises Y to pay Rs 1,000 to beat Z, Y beats Z and 

claims Rs 1 ,000 from X, X refuses to pay. Y cannot recover because 

the agreement is void on the ground of unlawful consideration.
 

X promises Y to obtain an employment in the public service and Y 

promises to pay Rs 1,000 to X. The agreement is void on the 

ground of unlawful consideration. 
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Something other than the Promisor's 

consideration must be something which the 

C (the plaintiff) received a subpoena (a kind of summon) to 

appear at a trial as a witness on behalf of G (the defendant). G 

promised him a sum of money for his trouble.  

On default by G, C filed the suit for the recovery of the promised 

hat C being under a public duty to attend and 

there was no consideration for the promise and hence the 

be unlawful nor opposed to public 

X promises Y to pay Rs 1,000 to beat Z, Y beats Z and 

claims Rs 1 ,000 from X, X refuses to pay. Y cannot recover because 

the agreement is void on the ground of unlawful consideration. 

obtain an employment in the public service and Y 

promises to pay Rs 1,000 to X. The agreement is void on the 
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   A THIRD PARTY OR  A STRANGER TO A CONTRACT CANNOT SUE.     (MAY 18) 

� A stranger to a contract means a person who is not a party to the contract. There is a privity of 

contract between the parties. Therefore only a party to the contract can enforce its rights under 

the contract. 

� Though a stranger to consideration can sue because the consideration can be furnished or 

supplied by any person whether he is the promisee or not,  

� but a stranger to a contract cannot sue because of the absence of privity of contract.  

 (i.e. relationship existing between the parties to a contract). 
 

CASE LAW: 

Raj bought Tyres from 

Dunlop Rubber Co. (Raj 

agreed with company not 

to sell below list price) 

and sold them to simran 

at less than the list price  

����and thereupon, Dunlop 

Co. sued him for the 

breach. It was held that 

the Dunlop Co. could not 

maintain the suit because 

it was a stranger to the 

contract.  

i.e. there was no privity 
of contract between 
Simran and Dunlop co. 

EXCEPTIONS:- 

 

 

i.  

Trust 

In case of trust, The beneficiary (i.e. the person for whose benefit the trust has 

been created) may enforce the contract. 

 

CASE LAW: Amir Ullah v. Central Govt. 

humpty sent an insured parcel to dumpty. On loss of such parcel, dumpty sued 

the post office. It was held that dumpty was entitled to sue though he was 

stranger to the contract because on receipt of such article, the post office 

becomes a trustee for the addressee.  

 

CASE LAW:  Khwaja Mohd. v. Hussaini Begum (1910) 
romio, the father of a minor daughter H.begum, and K, the father of a minor son 

Saleem, entered into an agreement of marriage for H and Saleem on the 

condition that after the marriage, K would pay his daughter-in-law H, Rs 500 

as kharch-e-paan daan (betel box money).  

�After the marriage took place, romio died. On K’s refusal to pay the agreed 

amount to H, the Court held that H was entitled to recover the amount as a 

beneficiary of trust even if she was a stranger to the contract between R and K. 
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ii.  

Family 

Settlement 

In case of family settlement, if the terms of settlement are reduced into writing, members 

who were not originally party to the contract can also sue upon it.

 

CASE LAW:  Shuppu 
At the time of partition of HUF, brothers agreed that they would invest money in 

govt. securities. Income 

her maintenance, but later they stopped investingmoney.

� mother filed suit

but son contended that mother was not party to a contract.

� it was held that

recover the maintenance expenses.

iii.  

Marriage 

    Contracts 

A female member can enforce a provision for marriage expenses made on partition of 

HUF between male members. 

 

CASE LAW:  Rakhmanbai v. Govind

A provision of marriage expenses of a female member was made in a Joint 

Hindu Family. On partition, the female 

held that she was entitled to sue.

                                                                                                                             

iv.  

Acknowledge-

ment 

of Liability 

Where a person 

denying his liability.

 

CASE LAW:  Surjan v. Nana

Tikki receives Rs 1

acknowledges this receipt to pasta.

money. pasta can recover the amount from tikki because tikki will be regarded 

as pasta’s agent.

v.  

Assignment 

In case of assignment of a contract, Where the benefit under the contract has been 

assigned, the assignee (the person to whom 

upon the contract.

 

CASE LAW : Krishanlal Sadhu Vs Primila Bala Dasi (1928)

vi.  

Covenant running 

with land 

The person who purchases land with notice

duties affecting land, the covenant affecting the land may be enforced against the 

successor of the seller.

Vii. 

Contracts entered 

into through an 

agent. 

The principal can enforce the contracts entered by his 

within the scope of his authority and in the name of the principal.

� Like partners in partnership firm.
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In case of family settlement, if the terms of settlement are reduced into writing, members 

who were not originally party to the contract can also sue upon it.

Shuppu vs.  Subramaniam 
At the time of partition of HUF, brothers agreed that they would invest money in 

govt. securities. Income out of the investment will be given to their old mother for 

her maintenance, but later they stopped investingmoney.

mother filed suit against sons for not giving maintenance expenses to her. 

but son contended that mother was not party to a contract.

it was held that- mother is a beneficiary under the contract & entitled to 

recover the maintenance expenses.  

A female member can enforce a provision for marriage expenses made on partition of 

HUF between male members.  

Rakhmanbai v. Govind 

A provision of marriage expenses of a female member was made in a Joint 

Hindu Family. On partition, the female member sued for such expenses. It was 

held that she was entitled to sue. 

                                                                                                                             

Where a person admits his liability, thereafter, if he refused, he will be estopped from 

denying his liability. 

Surjan v. Nana 

receives Rs 1000 from burger for paying the same to pasta

acknowledges this receipt to pasta.but afterwords tikki 

pasta can recover the amount from tikki because tikki will be regarded 

s agent. 

In case of assignment of a contract, Where the benefit under the contract has been 

assignee (the person to whom benefits of contract are assigned) can enforce 

upon the contract.  

Krishanlal Sadhu Vs Primila Bala Dasi (1928)  

� the assignee of an insurance policy can claim the money.

The person who purchases land with notice that the owner of land is bound by certain 

duties affecting land, the covenant affecting the land may be enforced against the 

successor of the seller. 

The principal can enforce the contracts entered by his agent where the agent has acted 

within the scope of his authority and in the name of the principal.

Like partners in partnership firm.  
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In case of family settlement, if the terms of settlement are reduced into writing, members 

who were not originally party to the contract can also sue upon it. 

At the time of partition of HUF, brothers agreed that they would invest money in 

out of the investment will be given to their old mother for 

her maintenance, but later they stopped investingmoney. 

against sons for not giving maintenance expenses to her. 

but son contended that mother was not party to a contract. 

mother is a beneficiary under the contract & entitled to 

A female member can enforce a provision for marriage expenses made on partition of 

A provision of marriage expenses of a female member was made in a Joint 

member sued for such expenses. It was 

                                                                                                                                

admits his liability, thereafter, if he refused, he will be estopped from 

000 from burger for paying the same to pasta. tikki 

but afterwords tikki refuse tp pay the 

pasta can recover the amount from tikki because tikki will be regarded 

In case of assignment of a contract, Where the benefit under the contract has been 

benefits of contract are assigned) can enforce 

the assignee of an insurance policy can claim the money. 

that the owner of land is bound by certain 

duties affecting land, the covenant affecting the land may be enforced against the 

agent where the agent has acted 

within the scope of his authority and in the name of the principal. 
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CONTRACTS WITHOUT CONSIDERATION.  (RTP-MAY 2019, RTP-NOV. 2019) 

 

� As per section 10 Consideration is one of the essential elements of a contract.  

 

� According to Section 25, an agreement made without consideration is void. 

For example, majnu promises to pay Rs 5,000 to his girlfriend laila. This promise cannot be enforced 

by laila because she is not giving anything in return to majnu for this promise. 

 

CASE LAW : Abdul Aziz v. Mazum Ali, 

a promise to donate Rs 500 towards construction of a mosque was held unenforceable, as it was a 

gratuitous promise lacking consideration.  

 

� But gratuitous promise shall be enforceable by law if: 

CASE LAW : Kedamath v. Gorie Mohd. 

- if the promisee on the faith of such promise suffered a liability as suffering of detriment forms a valid 

consideration  

 

Exceptions to the General Rule No Consideration, No Contract: 
 

1. Agreements Made on Account of Natural Love and Affection [Section 25(1)]  

Such agreement made without consideration is valid if: 

 (i) it is expressed in writing,  

 (ii) it is registered under the law, 

 (iii) it is made on account of love and affection, and 

 (iv) it is between parties standing in a near relation to each other.  

 

CASE LAW : Venkatswamy v. Rangaswamy (1903) 

A registered agreement, whereby an elder brother, on account of natural 

love and affection, promised to pay the debts of his younger brother, was 

held to be valid and binding and the younger brother could sue the elder 

brother in the event of his not carrying out the agreement. 

 

CASE LAW :  Poonoo Bibi v. Fyaz Buksh (1874) 

A husband, by a registered agreement in writing promised to pay his 

earnings to his wife. Held the agreement, though without consideration, was 

valid. 

 

CASE LAW :  Rajlakhi Devi v. Bhoot Nath Mookherjee (1900) 

A Hindu husband by a registered document, after referring to quarrels 

and disagreements between himself and his wife, promised to pay his 

wife Rs 1,000 p.m. for her maintenance. It was held that this agreement 

was void because there was no natural love and affection.  
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2. Promise to Compensate: [Section 25(2)]

Such promise made without consideration is valid if:

(i) it is a promise to compensate (wholly or in part); and 

(ii)the person who is to be compensated has already don

which the promisor was legally bound to do.

 

Example 1.  X finds ankur sir’s purse and gives it to him. Ankur sir

valid contract even though the consideration did not move at t
 

example 2. A supports B's infant son. B promises to pa

that B was legally bound to support his infant son.)

 

example 3, A rescued B from drowning in the river, and B, appreciating the service that has been 

rendered, promises to pay Rs 1,000 to A. There is a

 

 

 

3. Promise to Pay Time Barred Debt [Section 25(3)] 

Such promise without consideration is valid if:

(i)  it is made in writing, 

(ii)  it is signed by the debtor or his agent, and 

(iii)  it relates to a debt which could not be enforced by a creditor 

because of limitation. 

 

� The logic behind this exception is that by lapse of time the debt is not 

destroyed but only the remedy is lost. The remedy is revived by a 

new promise under the exception.
 

A owes Rs 1,000, but the debt is barred by the Limitation Act. A signs a

the debt. This is a valid contract. 

 

Note: According to the law of limitation, a debt which remains unpaid or unclaimed for a period of 3 years 

becomes a time barred debt which is legally not recoverable.

 

 

4. Completed Gifts [Explanation to Section 25] 

The gifts actually made by a donor and accepted by the donor are valid even

completed gift needs no consideration.

Example: vijay mallya transferred some property

written and registered deed as a gift. This is a valid contract even though no consideration moved

 

5. Charity: If a promisee undertakes the liability

contract shall be valid. (Kadarnath v. Gorie Mohammad

6. Agency: As per Section 185 of the Indian Contract Act, 1872, no consideration is necessary to create an agency.

 

7. Bailment: No consideration is required to effect the 

contract of bailment (Section 148).                                                                                         
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[Section 25(2)] 

sideration is valid if: 

(i) it is a promise to compensate (wholly or in part); and  

person who is to be compensated has already done something volun

which the promisor was legally bound to do. 

X finds ankur sir’s purse and gives it to him. Ankur sir promises to give Rs 500 to X. This is a 

valid contract even though the consideration did not move at the desire of ankur sir’s

A supports B's infant son. B promises to pay A's expenses in so doing. This is a contract.(Note 

that B was legally bound to support his infant son.) 

A rescued B from drowning in the river, and B, appreciating the service that has been 

rendered, promises to pay Rs 1,000 to A. There is a contract between A and B.

Promise to Pay Time Barred Debt [Section 25(3)]  

Such promise without consideration is valid if: 

by the debtor or his agent, and  

a debt which could not be enforced by a creditor 

The logic behind this exception is that by lapse of time the debt is not 

destroyed but only the remedy is lost. The remedy is revived by a 

new promise under the exception. 

s 1,000, but the debt is barred by the Limitation Act. A signs a written promise to pay B

According to the law of limitation, a debt which remains unpaid or unclaimed for a period of 3 years 

a time barred debt which is legally not recoverable. 

Completed Gifts [Explanation to Section 25]  

The gifts actually made by a donor and accepted by the donor are valid even without consideration. Thus, a 

completed gift needs no consideration. 

transferred some property in royal challenger banglore to siddhart mallya

written and registered deed as a gift. This is a valid contract even though no consideration moved

promisee undertakes the liability on the promise of the person to contribute to charity, there the 

Kadarnath v. Gorie Mohammad) 

of the Indian Contract Act, 1872, no consideration is necessary to create an agency.

No consideration is required to effect the 
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e something voluntarily or has done something 

promises to give Rs 500 to X. This is a 

he desire of ankur sir’s, the promisor. 

y A's expenses in so doing. This is a contract.(Note 

A rescued B from drowning in the river, and B, appreciating the service that has been 

contract between A and B. 

written promise to pay B on account of 

According to the law of limitation, a debt which remains unpaid or unclaimed for a period of 3 years 

without consideration. Thus, a 

in royal challenger banglore to siddhart mallya by a duly 

written and registered deed as a gift. This is a valid contract even though no consideration moved.  

on the promise of the person to contribute to charity, there the 

of the Indian Contract Act, 1872, no consideration is necessary to create an agency. 



    Ankur Aggrwal - B.com, M.com, PGDT, CA(I), MBA, B.ed, M.A., Ph.d*                 CONSIDERATION 

 If you wish for the roses…be ready for the Thorns Page 42 
 

� JUNG KI YAADEE 
 

LOCK 1: To form a valid contract, consideration must be adequate”. Comment.       (MTP NOV.2019) 

 

KEY: The law provides that a contract should be supported by consideration. So long as consideration 

exists, the Courts are not concerned to its adequacy, provided it is of some value.  

• The adequacy of the consideration is for the parties to consider at the time of making the agreement, not 

for the Court when it is sought to be enforced (Bolton v. Modden).  

• Consideration must however, be something to which the law attaches value though it need not be 

equivalent in value to the promise made.  

• According to Explanation 2 to Section 25 of the Indian Contract Act, 1872, an agreement to which the 

consent of the promisor is freely given is not void merely because the consideration is inadequate but the 

inadequacy of the consideration may be taken into account. 

 

 

LOCK 2, Mr. Singh, an old man, by a registered deed of gift, granted certain landed property to A, his 

daughter. By the terms of the deed, it was stipulated that an annuity of Rs. 2,000 should be paid every year to 

B, who was the brother of Mr. Singh. On the same day, A made a promise with B and executed in his favour 

an agreement to give effect to stipulation. A failed to pay the stipulated sum. In an action against her by B, 

she contended that since B had not furnished any consideration, he has no rights of action.  

As per Indian Contract Act, 1872, decide whether the contention of A is valid?                ( RTP NOV.18)  (2004) 

 

KEY 

� Problem as asked in the question is based on the provisions of the Indian Contract Act, 1872 as contained in 

section 2(d) and on the principle ‘privity of consideration’. 

• Consideration is one of the essential elements to make a contract valid and it can flow from the promisee 

or any other person. 

• In view of the clear language used in definition of ‘consideration’ in Section 2(d) “…. the promisee or any 

other person…..” it is not necessary that consideration should be furnished by the promisee only. A 

promise is enforceable if there is some consideration for it and it is quite immaterial whether it moves 

from the promisee or any other person. 

• The leading authority in the decision of the Chinnaya Vs. Ramayya , held that the consideration can 

legitimately move from a third party and it is an accepted principle of law in India. 

 

� In the given problem, Mr. Singh has entered into a contract with A, but Mr. B has not given any consideration 

to A but the consideration did flow from Mr. Singh to A and such consideration from third party is sufficient to 

the enforce the promise of A, the daughter, to pay an annuity to B.  

• Further the deed of gift and the promise made by A to B to pay the annuity were executed simultaneously 

and therefore they should be regarded as one transaction and there was sufficient consideration for it. 

• Thus, a stranger to the contract cannot enforce the contract but a stranger to the consideration may 

enforce it. 
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LOCK 3:  Mr. Sohanlal sold 10 acres of his agricultural land to Mr. Mohanlal on 25
th 
September 

2018 for 25 Lakhs. The Property papers mentioned a condition, amongst other details, that 

whosoever purchases the land is free to use 9 acres as per his choice but the remaining 1 acre has to 

be allowed to be used by Mr. Chote lal, son of the seller for carrying out farming or other activity of 

his choice. On 12
th
 October, 2018, Mr. Sohanlal died leaving behind his son and life. On 15

th
 October, 2018 

purchaser started construction of an auditorium on the whole 10 acres of land and denied any land to the son. 

Now Mr. Chote lal wants to file a case again st the purchaser and get a suitable redressed. Discuss the above in 

light of provisions of Indian Contract Act, 1872 and decide upon Mr. Chotelal's plan of action? (Nov’2019) 

KEY:  
� As per the provisions of the Indian Contract Act, 1872 a contact can be enforced by the parties to the 

contract and a third party cannot enforce such a contract. Though consideration can be provided by 

a third party, a thirty party cannot enforce the contract.  

�However there are certain exceptions to this rule. One such exception is in case of covenants 

running with the land. In such a case if a buyer purchases a land which he knows is subject to 

certain conditions, the successor of the seller can enforce such a contract. 

 

� In the above case, Mr. Sohanlal sold his land to Mr. Mohanlal. The contract had a condition that 

Mohanlal could use 9 acres of land for any purpose but remaining 1 acre of land shall be used by the 

seller’s (Sohan lal) son.  

�Mohanlal used the entire land for construction of an auditorium and refused the land to the son 

Chotelal. As this is a covenant running with the land, Chotelal being the successor can enforce the 

contract and get the land even though he had no contract with Mohanlal.  

� Hence, Mr. Chotelal is entitled to file a petition against Mr. Mohanlal for execution of contract. 

 

 

LOCK 4: Ramesh babu promised to pay 50,000 to his wife Mrs. Lali so that she can spend the um 

on her 30th birthday. Mrs. Lali insisted her husband to make a written agreement and the agreement 

was registered under the law. Ramesh babu failed to pay the specified amount to his wife Mrs. Lali. 

Mrs. Lali wants to file a suit against Mr. Ramesh and recover the promised amount. Referring to the 

applicable provisions of the Indian Contract Act, 1872. Advice whether Mrs. Lali will succeed. 

 

KEY: 

� As per the provisions of the Indian Contract Act, 1872 to make a valid contract it must be 

supported by consideration and must intend to create a legal relationship.  

• The court in the case of Balfour V. Balfour held that a domestic or a social agreement do not 

create a legal relationship. Further a contract which is not supported by consideration is void 

ab intio.  

• However section 25 lays down the cases where a contract without consideration may be 
formed and shall be binding on the parties. In this case where a contract: 

i. Is in writing 

ii. registered under the law 

iii. made on account of natural love and affection and 

iv. between the parties standing in a near relation to each other,  

  

�it will be enforceable at law even if there is no consideration. 
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� In the above case Mr. Ramesh promised to give his wife a sum of 30,000 for his birthday. The wife 

Mrs. Lali got the promise in writing and got it registered. The contract though not supported by 

consideration was made on account of love and affection and was written and registered. Hence 

the contract between Mr. Ramesh and his wife Mrs. Lali is valid and enforceable. 

�Thus if Mrs. Lali will sue M r. Ramesh she will succeed. 

 

 

LOCK 5: State whether the following contracts can be enforced. 

(i) Where there is a family settlement in writing and a family member who is not a party to the 

settlement wishes to enforce his claim 

(ii) Where an orphanage wishes to enforce a promise made by a philanthropist to donate a specified 

sum. 

(iii) An agreement to create an agency, in which consideration is absent. 

 

KEY 
(i) As per the judgment in Shuppu Vs Subramanian, a family settlement in writing, may be enforced by a 

member of the family who was not a party to the settlement. 

 

(ii) A gratuitous promise such as a promise to donate money lacks consideration and cannot be 

enforced. 

 

(iii) According to Section 185, of the Indian Contract Act,1872 an agreement creating an agency though 

devoid of consideration, is valid and can be enforced. 
 

 

LOCK 6: Mr. A Developed a shopping mall at Mumbai at the request of Mr. B who is a municipal 

corporater. Mr. C makes agreement to pay Rs. 2,50,000. Mr. A accept the proposal of Mr. C. Is this 

an agreement or a contract justify your answer. 

 

 KEY: 

The given case is under the chapter of consideration, which means the promises executes the work at 

the desire or under the direction of the promisor In this set case Mr. A developed a shopping mall at 

Mumbai with the prior request of Mr. B who is a municipal corporater. Mr. C makes agreement to pay Rs. 

2,50,000 and Mr. A accepted the proposal of Mr. C. 

 

Case : Durgaprasad V/S Baldeo 

In this case Mr. Durga prasad constructed the market under the direction of municipal corporater. 

market allotted to various person, Mr. baldeo was one of them. He made an agreement that he will pay 

commission to Mr. Durga prasad for the land allotment in the market. But after this agreement Mr. 

Baldeo failed to pay money to Mr. Durga prasad hence Durga prasad filed a case against baldeo. 

 

Judgement : 

As mentioned above A developed a shopping mall at Mumbai at the request of B who is a municipal 

corporater C agree to pay Rs.2,50,000 to A as mentioned in the above case C is the stranger between A 

and B so there is no valid consideration between A and C because U/S 2 (d) anything is done voluntarily, 

there is no lawful consideration. 
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LOCK 7: A and B are friends. B treats A during A’s 

for the treatment and A promises B’s son X to pay him Rs. 1000. A being poor is unable to pay. X 

sues A for the money can X recover.

 

 

KEY:  

The given case is under the chapter of consideration where the agreement between X and A are not in 

the contract in the absence of consideration. 

there is a consideration present in contract be

�In this case B treats A during his illness but does not accept the

action performed by Mr. B. 

The agreement between X and A is not the contract in the absence of a

 

�whereas as per section 25(2) A promise to compensate, without con

(i) it is a promise to compensate (wholly or in part); and 

(ii)the person who is to be compensated has already done something volun

something which the promisor 

 

�as per the aforesaid section the promisor must be to compensate a person who has himself

something from the promisor and not to a person who has done nothing to the

to whom the promisor was made did nothing for A so A’s

exception. 

Therefore X cant not recover the money from A
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A and B are friends. B treats A during A’s illness but does not accepts payment from A 

for the treatment and A promises B’s son X to pay him Rs. 1000. A being poor is unable to pay. X 

sues A for the money can X recover. 

The given case is under the chapter of consideration where the agreement between X and A are not in 

the contract in the absence of consideration. as per section 10, The agreement can be call it as contract if 

there is a consideration present in contract between 2 people.  

ts A during his illness but does not accept the consideration since it is a voluntary 

The agreement between X and A is not the contract in the absence of a consideration

promise to compensate, without consideration is valid if:

(i) it is a promise to compensate (wholly or in part); and  

person who is to be compensated has already done something volun

something which the promisor was legally bound to do. 

the promisor must be to compensate a person who has himself

not to a person who has done nothing to the

to whom the promisor was made did nothing for A so A’s promise is not enforceable even under the 

Therefore X cant not recover the money from A. 
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illness but does not accepts payment from A 

for the treatment and A promises B’s son X to pay him Rs. 1000. A being poor is unable to pay. X 

The given case is under the chapter of consideration where the agreement between X and A are not in 

The agreement can be call it as contract if 

consideration since it is a voluntary 

consideration 

sideration is valid if: 

person who is to be compensated has already done something voluntarily or has done 

the promisor must be to compensate a person who has himself done 

not to a person who has done nothing to the promisor as the son X 

promise is not enforceable even under the 


