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In the process of preparing this textbook, I have:
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I take full responsibility for the originality and accuracy of the content presented in this textbook. Date : 30 / 04 /2025
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Note to the Students :
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Hello future contract lawyers! Welcome to Contract Law - 1! It’s made by students, for students, (i.e. This book was created by students who've been in your shoes), so I know it can feel a bit difficult at first. My goal is to break down the key concepts in a way that's clear and (hopefully!) less fearful. Remember, understanding the basics well is crucial, so take your time, ask questions, and don't be afraid to revisit topics. I hope this helps you navigate the exciting world of contracts! Feel free to reach out to your teacher or with me if you have questions!
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Best of luck!
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Please provide your Feedback :
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As you go through this, please feel free to note down any areas that are unclear or could be explained better. Your feedback will help me to make this resource even better for future students!

Thank you
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CONTRACT – I : LAW OF CONTRACT

{Syllabus} Objectives :
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Contracts are at the basis of majority of transactions especially transactions dealing with the property. Whether the transaction is in the ordinary course of life or in the electronic world (e- commerce) the general principles governing contracts remain same. For this reason it is very important to introduce the students to the basic principles governing contracts and lay a powerful foundation for their study of other transactional and related laws in subsequent semesters.
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Course contents :
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UNIT-1




Formation of Contract - Agreement and Contract – Definitions - Classification - Offer and Acceptance-Communication – Revocation - Essential elements - Invitation to Offer – Tenders.

Consideration – Nudum Pactum Essential elements – Privity of Contract and of Consideration - Exceptions-Unlawful Consideration and its effect-e-contract.
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UNIT-II




Capacity to Contract - Minor‘s Agreements and its effects - Agreement of Persons of unsound mind and Persons disqualified by Law.

Free Consent-Coercion Undue influence Misrepresentation Fraud-Mistake – Legality of Object Void Agreements and Contingent Contracts.
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UNIT-III




Modes of Discharge of Contracts - Time and place of performance Performance of reciprocal promises - Appropriation of Payments-Discharge by Agreement, operation of Law, frustration (Impossibility of Performance) and by Breach (Anticipatory and Actual).
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UNIT-IV




Remedies for Breach of Contracts – Damages - Kinds of damages - Remoteness of damages - Ascertainment of damages – Quasi Contracts.



––––––––
[image: ]



UNIT-V




The Specific Relief Act-Sections 9-16, Sections 21, Section 24, Sections 36-42.




Nature of Specific Relief - Recovery of Possession of movable and immovable Property Specific performance when granted and not granted - Who may obtain and against whom - Discretionary remedy - Power of Court to grant relief - Rectification of instruments - Cancellation – Declaratory decrees - Preventive relief - Temporary injunctions – Perpetual and Mandatory Injunctions.
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Chapter 1
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∆ Formation of Contract :
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◻  Indian Contract act {ICA} (1872) : It is a specific & precise law. It helps to draft a document as per the ICA.
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Contract is a promise between 2 or more people. (Note : To form a contract atleast minimum 2 are needed & maximum is unlimited).
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◻  2 parties of the contract are :




1)  Offeror : Who give offer to another.

2)  Offeree : Who get offers from another.
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◻ Trust : Institution (Party to the contract)




◻ Trustee : Manager (Consent is needed because party to the contract)




◻  Beneficiary : The person who gets some beneficial interest / something. (Consent is not needed, because not a party to the contract).
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◻  Let’s take examples from personal law which relating to the contract :




Hindu law : Marriage is a Sacrament. (Note : Register marriage is not mandatory) Muslim law : Marriage is a Contract. It‘s written contract i.e. Nichanama
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◻  There is a popular saying that, if contract breaks, then no moksha i.e. No freedom from rebirth. In order to fulfill the contract & not to cheat others with intention.
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∆ Agreement and Contract : Definition
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◻  Section 10 : All agreement are contract if they are made by free consent (No coercion, No undue influence, No Fraud, No misrepresentation, No mistakes) of the party. It should be competitive contract (Must be a sound mind, Major : Above 18 years) for lawful consideration & object.

◻  Nothing herein content shall affect any law which enforce in India & expressly not reveal any contract or any law relating to the registration of contract.
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{All contracts are agreement



But


All agreements are not a contract}
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*  All contracts are agreement {Agreement is enforced by law which becomes a contract} it‘s Valid contract. There is a consideration. (Expecting something in return). Example is discussed below.
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All agreements are not contract {Agreement is not enforced by law which not become a contract} Still if such contract made, then it‘s void (Zero). Eg : Gifts (No consideration, not expecting anything in return). Agreements can be social, moral, or religious, and don‘t necessarily aim for legal consequences, whereas contracts are legally enforceable.

◻  To make a valid contract, there should be an intention which includes legal obligation, Consideration (Exchange)

Eg :– Giving Notebooks & took money. So that both sides needs will be fulfilled. Here, Notebook vendor gets money & Receiver (customer) gets Notebook which he / she needed.
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*  Section 2(a) : (Definition of offer / Proposal) : when one person signifies to other his or her willingness to do or obtain or with the view obtain ascent of other such act or obtainment is to make a contract.
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*  Essentials of offer/ proposal :




1) Every proposal must be communicated.




22) It must be made with the view to create legal relation.




3) it must be certain, clear and definite.
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∆ Communication :
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◻  Expressed communication : If communication happened in written or oral format. Contract made between the parties. (Note : Written contract is always safe & oral contract is risky).

◻  Implied Communication : If communication happened in action, eye contact,  Body language. Our action itself tells that whether we accepted or rejected.
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◻  Lalman Shukla v. Gauri Dutt {The case was filed in the Allahabad high court in 1913} :

(if no offer / proposal, then no question of acceptance). Lalman shukla (Servant)

Gauri Dutt (Master)
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Gauri Dutt's nephew‘s son is missing so he sent servant to search the boy. Servant went to search but in the meanwhile, Gauri Dutt announced publically that, if anyone search the boy, then he (Dutt) will give Rs :501 as a reward. Servant bring the boy & handover him to the master. Now offer comes to an end.

Some people told about the reward. So servant asked, but master refused to give the reward.




Case filed – Court decision is if no offer / proposal, then no question of acceptance. Dutt not liable to pay the reward, because servant don’t know about the offer.





◻  Balfour v Balfour [1919] It is a landmark English contract law case that clarified the distinction between domestic and legally binding agreements.
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Facts of the case :




Mr. Balfour and Mrs. Balfour were a married couple. They lived together in Ceylon (now Sri Lanka). When they returned to England, Mrs. Balfour fell ill and stayed in England, while Mr. Balfour went back to Ceylon for work. He promised to send her £30 a month for her maintenance. Later, they separated, and Mr. Balfour stopped sending the money. Mrs. Balfour sued him for breach of contract.
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Issue / Problem is :




Was Mr. Balfour’s promise to send monthly maintenance a legally enforceable contract?
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No, the Court of Appeal held that there was no enforceable contract. The agreement was a domestic arrangement made between a husband and wife, and such agreements are presumed not to be legally binding.
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Agreements made in the domestic or social context, such as between spouses or family members, are not presumed to be legally binding unless there is clear evidence to the contrary.
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Judgement : Judge (Lord Justice Atkin):




―The common law does not regulate the form of agreements between spouses. Their promises are not sealed with consideration to support a contract.‖
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∆ Classification of Offer (Proposal) :



	General offer & Specific offer

	Standing / Continuing / Open offer

	Invitation to offer

	Cross offer

	Counter offer
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	◻ General offer : The general offer in contract law is a proposal made by one party (the offeror) to the public at large, rather than to a specific individual or group.
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◻  Carlill v Carbolic Smoke Ball Company [1893] :




Facts of the case : The Carbolic Smoke Ball Company advertised that their product — a ―smoke ball‖ — could prevent users from catching the flu. They promised to pay £100 to anyone who used the smoke ball as directed and still caught the flu. Mrs. Carlill did exactly that — she used the product as instructed and still got the flu. She sued the company to claim the £100.
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Problem : Was the advertisement a legally binding offer, or just a sales puff? And if it was an offer, did Mrs. Carlill accept it by using the product and catching the flu?
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Judgement : The Court of Appeal ruled in favour of Mrs. Carlill. They held that:




◻  The advertisement was a unilateral offer i.e. general offer to the world.




◻  Mrs. Carlill accepted the offer by performing the condition (using the smoke ball and getting sick).

◻  There was consideration because she used the product, which benefited the company (indirectly through publicity/sales).

◻  The deposit of £1,000 by the company showed intention to create legal relations.
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◻ Specific offer : A specific offer is an offer made to a particular person or a specific group of people. Only the person or those within the identified group can accept this type of offer. If someone outside the specified group attempts to accept, it does not create a valid contract.
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◻  Hindustan insurance corporation society vs Sam sundhar :




Facts of the case : A person sent cheque to apply for the life insurance. Insurance company not accepted or rejected it. After 2 weeks, the person died (Who sent cheque) but in meanwhile, Insurance company encashed the cheque. Sam sundhar is a surity person. Insurance company not informed about their acceptance. Case filed.
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Judgement : Encashment of the cheque is the proof that insurance company is accepted. So Insurance company is liable to pay to the Sam sundhar.



[image: ]

	Standing / Continuing / Open offer :



A standing offer in contract law, also known as an open offer or continuing offer, is an offer that remains open for acceptance over a specific period. It‘s essentially a continuous invitation to enter into a series of contracts based on the terms mentioned in the standing offer.
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★ Bengal company Ltd vs Homee Wadia & company (1909) :

The Bengal Coal Company offered to supply coal to Homee Wadia & Co. at a certain price for a specific period, i.e. Both companies made coal supply agreement for 12 months. There is a inventory issue.

Bengal Coal Co. could have withdrawn their offer (revoked the proposal) at any time before Homee Wadia & Co. accepted it by placing an order.
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Judgement : ―If you will send me orders for coal, I shall supply it to you for twelve months at a particular rate,‖ is simply a proposal. A reply of ―I agree‖ does not constitute acceptance; acceptance occurs only when an order is placed.
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	Invitation to offer : It is a preliminary communication where one party expresses their willingness to negotiate or receive offers from another party. It is not an offer itself, and therefore, it cannot be accepted to form a binding contract.


[image: ]
[image: ]
––––––––
[image: ]



◻  Pharmaceutical Society of GB (Great Britain) vs Boots Cash Chemists Ltd (1953) :



Facts of the case :


◻  Boots operated a self-service store where customers could pick up items, including medicines, from the shelves and take them to a cashier to pay.

◻  The Pharmaceutical Society argued this violated the Pharmacy and Poisons Act 1933, which required that the sale of certain drugs be supervised by a registered pharmacist.

◻  The Society claimed that the sale occurred when the customer picked up the product from the shelf, not at the checkout, meaning it happened without pharmacist supervision.

Judgment :




◻  The Court of Appeal held that the display of goods on the shelf was not an offer, but an invitation to treat.

◻ The offer was made by the customer when they brought the item to the cashier.



[image: ]


◻  The acceptance (and thus, the formation of the contract) occurred at the point of sale, when the cashier (under a pharmacist‘s supervision) accepted the payment.
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	Cross offer : A cross offer in contract law occurs when two parties independently and unknowingly make the exact same offer to one another.
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◻  Example :




*  Party A, without knowing what Party B is doing, sends a letter offering to sell their car to Party B for ◻5,00,000.

*  At the exact same time, Party B, also without knowing Party A’s action, sends a letter offering to buy Party A’s car for ◻5,00,000.
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◻ Tinn v. Hoffman & Co. (1873) :




*  Facts of the case :




Hoffman wrote to Tinn offering to sell a certain quantity of iron at a specific price, requesting a reply by post. On the same day, without knowing of Hoffman‘s offer, Tinn also wrote to Hoffman offering to buy the same quantity of iron at the same price.

*  Issue / Problem : Was there a binding contract formed by these two identical offers that crossed in the mail?

*  Judgement : The Court of Exchequer Chamber held that no contract existed. The simultaneous offers were cross offers, not an offer and acceptance. There was no ―meeting of the minds‖ in the sense that one party had accepted the other‘s offer. Each party made an offer, but neither accepted the offer made by the other.
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	Counter offer : A counteroffer in contract law is a response to an initial offer that introduces new or different terms. Essentially, when the offeree (the person to whom the offer is made) doesn‘t accept the original offer exactly as it is, but proposes changes, this becomes a counteroffer.
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◻  Hyde v. Wrench (1840) {It is a landmark example of a counter-offer in contract law} : Facts of the case :

◻  Wrench offered to sell his farm to Hyde for £1,000.




◻  Hyde responded with a counter-offer of £950, which Wrench rejected.




◻  Later, Hyde tried to accept the original offer of £1,000, but Wrench refused to sell.
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*  Issue / Problem : Was there a valid contract when Hyde tried to accept the original offer after making a counter-offer?

It’s not valid contract, because No contract was formed.




*  Judgement : The court (Lord Langdale MR) held that Hyde‘s counter-offer of £950 had rejected the original offer of £1,000, and therefore it could not be accepted later. Once an offer is rejected, it cannot be revived and accepted unless the offeror makes it again.
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∆ Revocation of Contract : A revocation of a contract refers to the cancellation or withdrawal of an offer or acceptance, effectively terminating the potential or existing agreement. It means that one or both parties decide to end their contractual obligations.
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◻  Joravarmull Champalal v. Jeygopaldas Ghanshamdas (1922) :



Facts of the case :


◻  The appellant, Joravarmull Champalal, placed the highest bid of ◻29,200 at an auction. Before the auctioneer could finalize the sale (i.e., before the hammer fell), he discovered that the property was subject to a mortgage—a fact he was previously unaware of.

◻  Upon learning this, he attempted to withdraw his bid (Before the final ring rang). However, the auctioneer proceeded to accept the bid, and the seller sought to enforce the sale.



––––––––
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Issue / Problem : Can a bidder retract their bid before the auctioneer‘s acceptance (the fall of the hammer), especially upon discovering new information about the property‘s encumbrances?
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Judgement : The court held that a bid at an auction is merely an offer, which can be withdrawn at any time before acceptance. Since the auctioneer had not yet accepted the bid (the hammer had not fallen), the bidder was within his rights to retract.
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♦ MODES OF REVOCATION :




1)  By communication (Expressed consent & cancel the contract).

2)  By lapse of time (Expiry of the time).

3)  By failure to fulfill condition precedent (Breach of contract which is voidable or void).

4)  By death or insanity of the offer (Unsound mind, Minor).
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∆ Acceptance :


◻  Sec 2 (B) : When the person to whom proposal made which signifies their assent. It cannot be forced & can‘t keep conditions (which is illegal).
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✓  When proposal accepted then it becomes a promise.

1)  ◻ Felthouse vs Bindley : (Silence cannot amount to acceptance in the formation of a contract) & Can’t force to accept.

Facts of the case :




Mr. Felthouse wanted to buy a horse from his nephew. He wrote a letter stating that if he didn’t hear back, he would consider it is sold to him at £30. The nephew didn‘t reply, but he intended to sell the horse to Felthouse.

However, at an auction, the horse was mistakenly sold by Mr. Bindley (the auctioneer), despite the nephew asking him to exclude it.
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Issue / Problem :




Had a valid contract already been formed between Mr. Felthouse and his nephew?
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Judgement :




No contract had been formed because there was no communication of acceptance. The nephew‘s silence was not sufficient to constitute acceptance. Invalid contract because of force.
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2)  Powell vs Lee :



––––––––
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◻  Facts of the case :




Mr. Powell applied for the position of headmaster at a school. The school‘s management committee decided to appoint him, but a private member of the committee informed him of his selection without official authority. Later, the committee changed its mind and appointed someone else. Powell sued, claiming a contract had been formed when he was informed of his selection.




◻  Issue / Problem :

Was there a valid acceptance of Powell‘s application, forming a contract?
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◻  Judgement :

No contract was formed because the acceptance was not communicated by someone with proper authority.
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3)  Brogden v. Metropolitan Railway Co. (1877) :



––––––––
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Facts of the case :

◻  Brogden had been supplying coal to the Metropolitan Railway Company without a formal contract.
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◻ They decided to formalize the relationship. A draft agreement was sent, Brogden made some changes, filled in some blanks (like the arbitrator‘s name), and returned it.




◻ The Railway Company never formally communicated acceptance but began acting on the terms of the amended draft—ordering and receiving coal under it.




◻  Later, a dispute arose, and Brogden claimed there was no binding contract since it wasn‘t formally accepted.




Issue / Problem : Was there a valid contract, even though the written agreement was never formally accepted or signed by both parties?




Judgment : The House of Lords held that a binding contract was formed by conduct. Even though the formal agreement wasn‘t signed, both parties acted upon the terms, showing mutual assent.




•  This case highlights : {A contract can be concluded by conduct, not just through formal signing or explicit acceptance, if the parties behave as though a contract exists}
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✓ Modes of communication :




1)  Where no mode is prescribed (Acceptance Can be expressed in different modes).

2)  Where mode is prescribed (Acceptance made only in prescribed modes).
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	◻Eliason v. Henshaw (1819) :


Facts of the case


Eliason (the plaintiff) sent an offer to Henshaw (the defendant) to buy flour, specifying the mode of acceptance (by wagon returning to Harper‘s Ferry).

Henshaw accepted the offer, but sent the acceptance by mail instead of using the specified mode.




By the time the acceptance reached Eliason, he had already purchased flour elsewhere, believing the offer was not accepted as per the terms.
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Issue / Problem : Was a valid contract formed even though the acceptance was not sent in the manner prescribed by the offer?
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Judgement : No, the U.S. Supreme Court held that no contract was formed because the acceptance did not comply with the conditions of the offer.

This case highlights that : Acceptance must strictly comply with the terms set in the offer, or else it is ineffective.
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	Adams v. Lindsell (1818) :



Facts of the case




Lindsell (defendants) wrote to Adams (plaintiffs) offering to sell wool, asking for a reply ―in the course of post‖.

◻  The letter was misdirected and delayed.




◻  Adams posted their acceptance as soon as they received the offer.




◻  By the time the acceptance reached Lindsell, they had already sold the wool to someone else.
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Issue / Problem : Was a contract formed when Adams posted the letter of acceptance, or only when Lindsell received it?
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Judgement : The court held that a binding contract was formed when the acceptance was posted, not when it was received.



––––––––
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This case highlights about the Postal Rule: An acceptance is effective once it is posted, not when it is received.
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◻  Acceptance is Valid only when made before the offer lapses :




  Failure of a condition subject to which offer was made & not being accepted in a prescribed mode.

  By not accepted within prescribed time.

  By offering counter offer by the offeree.

  By death of the offerrer.

  By revocation.
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∆ Consideration : {Every contract must have consideration}


✓  Sec 2 (B) : Consideration as when at the desire of promiser, the promisee or any other person

has done or obtain from doing or does or obtain from doing or promises to do or obtain from doing such act / promise is called consideration for the promise.

In simple words, consideration is exchange of something (Offer & acceptance) which includes money, goods, services, or even a promise to do or not do something.
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∆ Essentials of valid consideration : (Detailed explanation discussed below)

	The agreement must be in written because oral contract is risky.

	It must be at the desire of the promiser.

	It may be past, present or future consideration.

	Consideration must be real (Original) & tangible (Can see).

	Consideration must be lawful. {Example: An agreement to pay someone for committing a crime has unlawful consideration and is not a valid contract.}


	Consideration need not be adequate : The law generally does not require that the consideration be equal in value to the promise. Parties are free to make their own bargains, even if one party gets a much better deal than the other.



◻ However, inadequacy of consideration can be evidence of a lack of free consent (e.g., fraud, duress, or undue influence).
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* Example: A sells a car worth ◻5,00,000 for ◻50,000. This might be valid consideration, but the significant inadequacy could raise questions about whether the sale was truly consensual.
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	Must Be Something Other Than a Pre-existing Duty
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◻ At the desire of the promiser :
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	Durga Prasad v. Baldeo (1881) :



Facts of the case : In this case, Durga Prasad (the plaintiff) constructed certain shops at the request of the Collector (a government official).

◻  Later, shopkeepers including Baldeo (the defendant) moved into these shops.




◻  They promised to pay a commission to Durga Prasad as a token of gratitude or compensation.




◻However, when they failed to pay, Durga Prasad sued to enforce this promise.
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Issue / Problem : Can a promise to pay for past voluntary services (i.e., constructing the shops) be enforced under contract law?
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Judgment : The Allahabad High Court held :




  There was no valid consideration at the time the promise was made.

  The services were not rendered at the request of the defendants, but at the behest of the Collector.

  Hence, no enforceable contract existed between Durga Prasad and the shopkeepers.

  The promise was essentially gratuitous and not legally binding.




	Kedarnath Bhattacharji vs. Gorie Mahomed (1886) :



	The plaintiff, Kedarnath Bhattacharji, was a Municipal Commissioner of Howrah and one of the trustees of the Howrah Town Hall Fund.

	It was decided to build a Town Hall in Howrah, provided sufficient funds could be raised through public subscriptions.

	Gorie Mohammad, the defendant, signed a subscription promising to pay ◻100 towards the construction of the Town Hall.

	Based on the subscriptions received, the trustees, including the plaintiff, entered into a contract with a contractor to build the Town Hall and incurred liabilities.

	Gorie Mohammad subsequently refused to pay the promised amount.

	Kedarnath Bhattacharji, on behalf of himself and other trustees, sued Gorie Mohammad to recover the subscribed amount.
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	Consideration need not be a direct benefit to the promisor: In this case, the promise by Gorie Mohammad to contribute financially led the trustees to undertake the work of constructing the Town Hall and incur liabilities with the contractor. This act of the trustees, done in reliance on the subscriptions (including Gorie Mohammad‘s), constituted sufficient consideration for Gorie Mohammad‘s promise.


	Detriment to the promisee as good consideration: The trustees, acting on the faith of the subscriptions, had changed their position and incurred obligations. This detriment suffered by the promisee (trustees) at the desire of the promisor (subscribers like Gorie
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	Implied request: By subscribing to the fund with knowledge that it would be used to initiate construction, Gorie Mohammad had implicitly requested the trustees to proceed with the work.


[image: ]






[image: ]


	Dutton v. Poole (1678) : Facts of the case :
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	Dunlop Pneumatic Tyre Company Limited v. Selfridge and Company (1915)
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	Dunlop, a tyre manufacturer, sold tyres to a dealer with a condition that they wouldn‘t be resold below a certain price.

	The dealer (Dew & Co.) later sold the tyres to Selfridge, a retailer, under the same pricing condition.

	Selfridge then sold the tyres below the agreed minimum price, violating the agreement.

	Dunlop sued Selfridge for breach of the resale price agreement.
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	Partition of Hindu family, marriage settlement, family arrangement etc





	Acknowledgement : (Eg: A told B, to give money (Loan) to C), If C not returned money then B can file a case on C.

	Contract attach, running in land.

	Law relating to negotiable instruments : (Cheque, Bill of lader, over draft).
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	The consideration was past—Eastwood had already incurred the expenses before Kenyon made the promise.

	A past action is not valid consideration to support a new promise.
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	Therefore, Kenyon‘s promise was not legally enforceable.


[image: ]






[image: ]

























[image: ]








	For gift, no Consideration

	Consideration must be real & tangible
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	De la Bare vs Pearson, Ltd. [1908] : (For gift, no Consideration)
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	Consideration must be real & tangible :
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	By law

	By Contract


[image: ]













[image: ]






[image: ]






















[image: ]















[image: ]









[image: ]














[image: ]















[image: ]










[image: ]






[image: ]










[image: ]






[image: ]










[image: ]


















[image: ]






[image: ]











[image: ]





















[image: ]






[image: ]













[image: ]








	Section 25(1) of the Indian Contract Act, 1872, provides an exception to the general rule that an agreement without consideration is void.



	It states that an agreement made in writing and registered, and based on natural love and affection between parties standing in a near relation to each other, is enforceable even without consideration.
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	The court held that the agreement was void as it defeated the object of the law.

	The purpose of requiring a surety is to have someone who, at their own risk, ensures the good behavior of the individual.

	By depositing the amount with the surety, Fateh Singh undermined this purpose, rendering the agreement unenforceable.
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	Clickwrap Agreements : Users agree to terms by clicking a button (e.g., ―I accept‖). This is common in software installations and online services.

	Browsewrap Agreements : Terms and conditions are posted on a website, and continued use implies consent. The enforceability can depend on the prominence of the terms.

	Email Contracts : Agreements formed through email exchanges where an offer is made and accepted via email.



	Electronic Data Interchange (EDI) Agreements : Used for business-to-business transactions involving standardized electronic messages.

	Digital Signature Contracts : Contracts signed using secure digital signatures that authenticate the identity of the signatory.
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	Monetary transactions : Online payments, digital currency transfers.

	Digital goods and services : Software licenses, access to online platforms, digital content.

	Data and information : Providing personal data in exchange for services (subject to privacy regulations).

	Electronic promises : A promise to perform a digital service or deliver a virtual product.
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	E-contracts enable parties to transact remotely, eliminating the need for physical presence or paper-based documentation.

	This enhances accessibility for individuals and businesses in different locations, fostering global commerce.
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