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- "an agr‘eemenf

enforceable by law”

- The term
'‘agreement’  given  in
Section 2(e) of the Act is
defined as- “every
promise and every set of
promises, forming the
consideration for each
other”.
when the person to whom
the proposal is made
signifies his assent there
to, the proposal is said to
be accepted. Proposal
when accepted, becomes a

-nforceability by law -
An agreement to become a
contract must give rise to
a legal obligation.
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[:gyf/defedf brbvjsiqns of I.dwl/-so'me_‘rhing immoral/opposed to public policy

'An dgheemenf is the first @ssential
Section 2(e) of the Indian Contracy
f promises, forming consideration
ding to Section 2(b) "A proposal pa

element of a valid contract. According to
Act, 1872, "Every promise and every set.o
for each other, is an agreement” and accor

when accepted, becomes a promise”. An agreement is an outcome of offer and s
acceptance for consideration. =

- Two or more persons are said to consent when they agree

upon the same thing in the same sense(consensus ad idem). It must be free. g:
If it is caused by coercion, undue influence, fraud or, misrepresentation the L
voidable , if by mistake - Void. S
“apaciiy of the parfies a person to enter into a valid contract if person who R
attain + Age of majority + Is of sound mind - Not disqualified from
contracting by any law to which he is subject E
- ‘ol It is referred to as 'quid pro quo’ i.e. 'something in return. A M

valid considerﬁfion may consist some right, interest, profit or benefit

accruing to one party, or some forbearance, detriment, loss or responsibility

given, suffered or undertaken by the other i S
- oo - e it must not be prohibited by

eration an

ot SXPrEssly geclared 1o be void - Must not be either illegal orivoid®AnY
illegal agreement is an agreement expressly or impliedly prohibited by law. A
void agreement is one without any legal effects. 1
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. Valid Contract - An agreement
which is binding and enforceable is a
valid contract. It contains all the
essential elements of a valid contract
+ Void Contract - A contract which
ceases to be enforceable by law
becomes void when it ceases to be
enforceable.
* Voidable Contract - an agreement
which is enforceable by law at the
option of one or more parties
thereto, but not at the option of the
other or others is a voidable
contract.
* Illegal Contract - The court will
not enforce such a contract but also
the connected contracts. All illegal
agreements are void but all void
agreements are not necessarily illegal
* Unenforceable Contract - Where a
contract is good in substance but
because of some technical defect it
cannot sue upon it

e
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On basis of the formation:-

Express Contracts: A confract would
be an express contract if the terms are
expressed by words or in writing.

- Implied Contracts: Implied contracts
in confrast come into existence l:?y
implication. proposal or acceptance is
made otherwise than in words, the
promise is said to be implied.

Tacit Contracts: The word Tacit
means silent. Tacit contracts are those
that are inferred through the conduct
of parties without any words spoken or
written. ( ATM Machine ).

Quasi-Contract: not an actual
contract but it resembles a contract.
Created by law under certain
circumstances.

E-Contracts: When q contract is
entered into by two or more parties
using electronics means - EDlge
Electronic Data Inter change/ Cyber
confracts or mouse click contracts.
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‘Executed

Cont
When the act 1srq§:ne or | Prop
executed or the
forbearance is brought g
record, then the contract Gen
is an executed contract. mac
‘Executory  Contract - .4
PENDING CONTRACT ace:
1) Unilateral Contract: | des
Unilateral contract isa  gen
one sided contract in ret
which one party has  wit
performed his duty or  acc
obligation and the other  any
party’s  obligation is  con
outstanding. law
2) Bilateral Contract: A Car

Bilateral contract is one
where the obligation or
Promise is outstanding
on the part of both the
parties.
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General offer - offer
made to public at large
and hence anyone can
accept and do the
desired act. Until the
general  offer s
retracted or
withdrawn, it can be
accepted by anyone at

any time as it is a
continuing offer. Case

law -  Carlill  Vs.
Carbolic Smoke Ball Co

- . when one
anything with a view to
proposal.

person signifies to another his willingness to do or to abstain from doing

obtaining the assent of that other to such act or abstinence, he is said to make a

Classification Of Offer

|

Special/specific

Cross offer - When

offer - When the
offer is made to a
specific or an
ascertained

person, it is known

as a specific
offer.  Specific
offer can be

accepted only by
that

person. Boulton v.
Jones AN

specified

two parties
exchange identical
offers in ignorance
at the time of each
other's offer. There
is no  binding
contract in such a
case because offer
‘made by a person
“cannot be construed
as acceptance of the
another's offer.

_—

Ca !

Counter offer: When
~the offeree offers to
qualified acceptance
of the offer subject
to modifications and

variations in  the
terms of  original
offer. Counter-offer

amounts to rejection
of the original offer.
It is also called as
Conditional
~Acceptance.

—

Standing  or

continuing or

open offer: An
offer which is

allowed to
remain  open
for
acceptance

over a period
of time.
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. i ' omise will '
Consideration is an essential element of a valid contract without which no single pr be enforceqple.

Quid pro quo, i.e., 'something in return, : : the promisee or any other per
" re of the promisor, The p ; son has
When at the desi P g i pr'omises to do or abstain fl"0m do'mg

or does or abstains from doing ¢ co.
s called consideration for the promise-.

Doctrine of privity of contract” - The consideration for an

agreement may proceed from a third party, the third party cannot sue on c_:onf_r'acf. O.nly a person who is party
to a contract can sue on it. Thus, the concept of stranger fo consideration is a valid and is different from

stranger to a contract.
Exceptions - 1. In the case of trust, a beneficiary can enforce his right under the trust, though he was not a

party to the contract between the settler and the trustee.
2. In the case of a family settlement, if the terms of the settlement are reduced into writing, the members

of family who originally had not been parties to the settlement may enforce the agreement.
3. In the case of certain marriage contracts/arrangements, a provision may be made for the benefit of a

person, he may file the suit though he is not a party to the agreement.

4. In the case of assignment of a contract, when the benefit under a contract has been assigned, the assignee
can enforce the contract.

5. Acknowledgement or estoppel ~ where the promisor by his conduct acknowledges hi

_ _ : mself as an agent
t1;h|Ir'd p,::r‘ry, it would result into a binding obligation towards third party. : o 1
. In the case of covenant running with the land, the person who purchases | ' |
: _ ] . / and with notice that the owner o

land is bound by certain duties affecting land, the covenant affecting the land may be enfor'ch by th
su:ceszo; o;_fhe seller. 7. Contracts entered into through an agent: The principal can enforce the contracts
entered by his agent where the agent has acted within the scope of his authority and in his name

done or abstained from doing, abs
something, such an act or abstinence or promise |
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a) Consideration must move at the desire of the promisor: Consideration must be offered by the promisee or

the third party at the desire or request of the promisor. Case law - Durga Prasad v. Baldeo
b) Consideration may move from promisee or any other person: consideration may proceed from the promisee

or any other person who is not a party to the contract. there can be a stranger to a consideration but not

stranger fo a contract. Case law - Chinnayya vs. Ramayya
c) Executed and executory consideration - A consideration which consists in the performance of an act is said

to be executed. When it consists in a promise, it is said to be executory.
d) Consideration may be past, present or future

e) Consideration need not be adequate - Consideration need not to be of any particular value. It need not be

approximately of equal value with the promise for which it is exchanged but it must be something which the
law would regard as having some value. section 25(2) - agreement to which the consent of the promisor is
freely given is not void merely because the consideration is inadequate. But as an exception if it is
shockingly less and the other party alleges that his consent was not free than this inadequate

consideration can be taken as an evidence in support of this allegation.
f) Performance of what one is legally bound to perform: The performance of an act by a person who is legally

bound to perform the same cannot be consideration for a contract. Ex - an agreement by a client to pay to
his counsel after the latter has been engaged, a certain sum over and above the fee, in the event of

success of the case would be void, since it is without consideration.
g) Consideration must be real and not illusory

h) Consideration must not be unlawful, immoral, or opposed to public policy.
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f a contract: - nothing in the Contract Prevents 1

. ici can take benefit out o ) :
ol bi'i b:a:f;:;\aer:pzrﬁy bound to the minor - a promissory note d”h; e)iiili:zcci;n;ivour :* A minor
4 f’rrt?i;n cclmldgccm be sued upon by him, because he Though incompetent h° b Theycﬁ\ Accept q

fl;vse::fi'r. - A minor cannot become partner in a partnership firm. However, he may Sent of all

the partners, be admitted to the benefits of par‘rnership.. (A7 3 .
Liairli*ry for necessaries: - A claim for necessaries supplied to a minor is enforceable by law. - Not ligb|e -

7 : : . 2o
more than the value of the necessaries. - no personal liability of the minor, but only his property is l'ﬂb‘e-_* 1
Two conditions must be satisfied - 1. The contract must be for the goods reasonably necessary for his

support in the station in life 2. The minor must not have already a sufficient supply of 'I'hese hecessaries. -
They cannot include luxuries or

Necessaries mean those things that are essentially needed by a minor -
asonable persons would supply o 1

costly or unnecessary articles. Necessaries extend to-all such things as re
an infant in that class of society to which the infant belongs. - Expenses on minor's education, on funerd

ceremonies come within the scope of the word 'necessaries’
8. Contract by guardian - how far enforceable: = Where the guardian makes a contract for the minor, whichis .
within his competence and which is for the benefit of the minor, it will be valid contract. - guardian hasno
power to bind the minor for the purchase of immovable Property. - But a contract entered into by g
certified guardian (appointed by the Court) of q minor, with the sanction of the court for the sale of the

minor's property, maybe enforced by either party to the contract.
9. Partnership - A minor being incompetent to contract cannot be q partner in a Partnership firm but he can

: be admitted to the benefits of parthership.
0. Minor can be an agent: A minor can act as an agent. But he will not be liable to his principal for his acts. A

minor can draw, deliver and endorse negotiable instruments without himself bei hg liable

LAW RELATING TO MINOR (Continued..)-
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11. Minor cannot bind parent or guardian: In the absence of authority, express or implied, an infant is not
capable of binding his parent or guardian, even for necessaries. The parents will be held liable only when
the child is acting as an agent for parents.

12. Joint contract by minor and adult: In such a case, the adult will be liable on the contract and not the minor

13. Surety for a minor: In a contract of guarantee when an adult stands surety for a minor then he (adult) is
liable to third party as there is direct contract between the surety and the third party.

14. Minor as Shareholder: Minor as Shareholder: A minor, being incompetent to contract cannot be a
shareholder of the company. If by mistake he becomes a member, the company can rescind the transaction
and remove his name from register. But, a minor may, acting though his lawful guardian become a
shareholder by transfer or transmission of fully paid shares to him.

15. Liability for torts: A tort is a civil wrong. A minor is liable in tort unless the tort in reality is a breach of

contract.
: "two or more persons are said to consent

/.- ' ercion. rraua

tio when they agree upon the same thing in the same

sense.” >t caused Dy id, undue influence, misreprensentation, n
ocrcion (Section 15)- "It is committing, or threatening to commit any act forbidden by the Indian Penal

Code or the unlawful detaining, or threatening to detain any property, to the prejudice of any person

whatever, with the intention of causing any person to enter into an agreement.”

Effects of coercion -

1. Contract is voidable at the option of the party whose consent was so obtained.

2. the rescission of voidable contract, the party rescinding a void contract should, if he has received any

benefit, thereunder from the other party to the contract, restore such benefit so far as may be applicable,

to the person from whom it was received.
3. A person to whom money has been paid or anything delivered under coercion must repay or return it.
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Misrepresentation ~ means

and includes - ot
-the positive assertion, in a
manner not warranted by
the information of the
person making it, of that
which is not true, though he
believes it to be true;

-any breach of duty which,
without an intent to deceive,
gains an advantage to the
person committing it, or any
one claiming under him; by
misleading another to his

prejudice or to the
prejudice.  of any one
claiming under him;

-causing, however,
innocently, a party to an
agreement to make a

mistake as to the substance
of the thing which is the
subject of the agreement.

e —
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CUFM - Voidable. A party To contract,
whose consent was so caused by fr:aud
or misrepresentation may, if he thinks
fit insist that the contract shall b.e
performed, and that he shall be put in
the position in which he would have
been if the representation made had
been true.

Exception - If such consent was
caused by misrepresentation or by
silence, fraudulent within the meaning
of section 17, the contract is not
voidable, if the party whose consent
was so caused had the means of
discovering the truth with ordinary
diligence..

A fraud or misrepresentation which
did. _not cause the consent to a
contract of the party on whom such
fraud was practiced, or to whom such
misrepresentation was made, does not
render a contract voidable,
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WTSTAKE:defined as 'mm

erroneous belief which leqq

to misunders’rand the o‘rhergj{he gy
Mistake may be -Bilateral mistoye is
when both the partfies o a contrqct
are under a mistake. -Unilaterq
mistake is when only one party to the
contract is under a mistake.

Mistake of Law: A mistake of law does
not render a contract void as one! @Gt
cannot take excuse of ignorance of e
the law of his own country. But if the
mistake of law is caused through the
inducement of another, the contract 1
may be avoided. Mistake of foreign law

is excusable and is treated like a
mistake of fact. Contract may be
avoided on such mistake. ¢
Mistake of fact: Where the
contracting parties misunderstood
each other and are at cross purposes,
there is a bilateral or mutual mistake.
Bilateral mistake - if relates to

material fact, contract is void.

|
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is When it is forbidden by law: | When I Bheriiie s B = =
~t+ Acts forbidden by law are those ' defeats the fraudulent: defeats When it involves injury
to the person/property

al which are punishable under any | provision of law: Agreements  any rule
€ Sm;‘.’;‘: dasb well IGS those ' The court looks which are for the of another
pronhibite y regulations or at the real entered into | time i
s or'dl:e.rs made inf exer;icise of the @ intention of the to promoIe being in | When jjis immoral
authori conrerre b the | arties + a force in | e = v A
? ]legislaT:Ze, Y Egreement? d 52?; d _ i | When ~iconsideration s
e [ kit
e 5 public policy -
t 1. Trading with enemy: Any trade with person owing allegiance to a Government at war with India without
v the licence of the Government of India is void, as the object is opposed to public policy. Here, the
1 agreement to trade offends against the public policy by tending to prejudice the interest of the State
2 in times of war.

2. Stifling Prosecution - An agreement to stifle prosecution i.e. "an agreement to present proceedings

already instituted from running their normal course using force" tends to be a perversion or an abuse of

i Justice; therefore, such an agreement is void. _ |
If compoundable offences settled - not opposed to public policy

Uncompoundable - opposed to public policy.
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lose, depending dn the wdy an uncertain event takes place in re

S Taken qnd in

the occurrence of which neither of the parties has legitimate interest.

/\
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(Gambling):
1. Lottery transactions: A lottery is a game of chance and not of
skill or knowledge. Where the prime motive of participant is
gambling, the transaction amounts to a wager. lottery is sanf:honed
by the Government of India - person responsible for running the
lottery will not be punished under the Indian Penal Code.

2. Crossword Puzzles and Competitions: Crossword puzzles in which
prizes depend upon the correspondence of the competitor's
solution with a previously prepared solution kept with the editor.
Case Law: State of Bombay vs. RM.D. Chamarbangwala Crossword
puzzles, picture competitions and athletic competitions where
prizes are awarded on the basis of skill and intelligence are the
games of skill and hence such competitions are valid.

3. Speculative transactions : An agreement or a share market

fransaction where the parties intend to settle the difference

between the contract price and the marke+ price of certain goods
or shares on a specified day, is a gambling and hence void.

4. Horse Race Transactions: A horse race competition where prize

payable to the bet winner is less than Rs. 500, is a wager:,

TrianSactions resembling wi
Fransaction but are not void 3
1. Chit fund: In case of a chit fund, q
certain number of persons decide g
contribute a fixed sum for a specified
period and at the end of a month, the
amount so contributed is paid to the
lucky winner of the lucky draw.

2. Commercial transactions or share
market  transactions: In  these
transactions in which delivery of goods
or shares is intended to be given or
taken, do not amount to wagers.

3. Games of skill and Athletic
Competition

4. A contract of insurance: A contract
of insurance is q type of contingent
contract and is valid under law and
these contracts are different from
wagering agreements -

"d to win or .

: ide should
e f a wager Is that ea.ch Sl Stq
0): the essence o fgerence +o which the chance ;



The
parties to a contract
must either perform,
or offer to perform,
their respective
promises unless such
performance is
dispensed with or
excused under the
provisions of the
Contract Act or of
any  other law.
Promises bind the
representatives  of
the promisor in case
of death of such
promisor before
performance, unless
a contrary intention
appears from the

The parties to a contract must I
either perform, or offer to perform, their
respective promises unless such performance
is dispensed with or excused under the
provisions of the Contract Act or of any
other law. Promises bind the representatives
of the promisor in case of death of such
promisor before performance, unless a
contrary intention appears from the contract. |

nance: Whefera party to a|| Assial

contract has done what he had undertaken 10 | \When the benefits of a contract are
do or either of the parties have fulfilled | ¢,cceeded to by process of law, then
their obligations under the contract within | poth burden and benefits attaching
the time and in the manner prescribed.  to the contract, may sometimes
=t IQCPEriorm & OF — ditempiety | devolve on: the legal: heir: In the

nc& O™ fender of performance: It 'matter of assignment, however the

may  happen  somefimes, when  the ' benefit of a contract can only be
performance becomes due, the promisor | gsgigned but not the liabilities
offers' to perform his obligation but the \Ther'eunder. This is because when
promisee refuses fo accept The_perfor‘r_n_qnce._ _ liability is assigned, a third party

| ] _gets involved therein

v It must be unconditional
v It must be made at proper time
and place
v' Reasonable
examine goods.
v" It must be for whole obligation.

opportunity to

contract,




























‘ bligatio
| f a party to perform his or her o |
means failure of a party to p S e

n under a contract. Breach of contract may

'

- When the promisor refuses altogether to perform his promise and ?;Qrf'f'izlgj
unwillingness even before the time for performance has arrived, it Is
Anticipatory Breach. - ’ ; :
- Anticipatory breach of a contract may take either of the following two ways:

Expressly by words spoken or written, and Impliedly by the conduct of one of the
parties

* Effect of anticipatory breach:

I. To either treat the contract as "rescinded and sue t

from breach of contract immediatel
performance; Or

2. He may elect not to rescind but to +

for the time of performance and th

he other party for damages
y without waiting until the due date of

reat the contract as still operative, and wait
en hold the other party responsible for the

- At the time when the
performance of the
contract is due.
*During the
performance of the
contract:

Actual breach of
contract also occurs
when during  the
performance of the
contract, one party

fails or refuses to
perform his obligation

under it by express or |
implied act.
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Compensation for loss or
damage caused by breach
of contract (Sec 73)
> When a contract has
been broken, the party who
suffers by such a breach is
entitled to receive, from
the party who has broken
the contract, compensation
for any loss or damage
caused to him thereby,

which naturally arose in the
usual course of things from

‘such breach, or which the

parties knew, when they

‘made the contract, to be

likely to result from the

breach of it.

> Such compensation is

not to be given for any

remote and indirect loss or
damage  sustained by
reason of the breach

cS

REMEDIES FOR BREACH
O \.'._".i_'!.‘\.a.-., -
Suit For Specific
Performance Where
damages are not an
adequate remedy in the
case of breach of
contract, the court may
in its discretion on a suit
for specific performance
direct party in breach, to
carry out his promise
according to the terms

of the contract.

- - : Jr
Rescission of centract

v

Suit for injugetion: Where a
party to ~a contract s

negating the terms of a
contract, the court may by
issuing an ‘injunction orders’,
restrain him from doing what
he promised not to do.

» Quantum Meruit:

e

Where one person has

rendered service to another in circumstances

which indicate an understanding between them
that it is to be paid for although no particular
remuneration has been fixed, the law will infer a
promise to pay. Quantum Meruit i.e. as much as
the party doing the service has deserved. It
covers a case where the party injured by the
breach had at time of breach done part but not
all of the work which he is bound to do under the

_contract and seeks to be compensated for the

value of the work done. For the application of

this doctrine, two conditions must be fulfilled:

> It is only available if the original contract has

been discharged.

> The claim must be brought by a party not in
default.

> The object of allowing a claim on quantum
meruit is to recompensate the party or person
for value of work which he has done. Damages
are compensatory in nature while quantum merit
is restitutory. It is but reasonable compensation
awarded on implication of a contract to
remunerate




"A contract to do or not to

do something, if some event, collateral to such

contract, does or does not happen”. Contracts of Insurance, indemnity & guarantee fall under this category.

v

1. The performance of such contract
would depend upon the happening or
hon-happening of some event or
condition. The condition may be
precedent or subsequent.

2. The event referred to as collateral
to the contract. The event is not part
of the contract. The event should be
neither performance promised nor a
consideration for a promise.

3. The contingent event should not be a

mere ‘will' of the promisor. The event

should be contingent in addition to
being the will of the promisor.

4. The event must be uncertain. Where
the event is certain or bound to
happen, the contract is due fo be
performed, then it is a not contingent
contract,

*.

aend fA_ﬁ”

/ Meaning: A contingent contract is a contract to do or ot to do
something with reference to a collateral event happening or not
happening. A wagering agreement is a promise fo give money or
money's worth with reference to an uncertain event happening or

not happening.
v Reciprocal promises: Con

tingent contract may not contain

reciprocal promises. A wagering agreement consists of reciprocal

promises.

¥ Uncertain event: In a contingent contract, the event is collateral.

In awagering contract, the
v' Nature of contract: Contin

(% 'Interest of contracting

interest in the subject matter in

contracting parties have no

v Doctrine of mutuality of lose and gain:
based on doctrine of mutuality of lose and
contract is a game, losing and gaining alone matters.

v Effect of contract: Contingent contract-valid. WGQZPIRQPVOH '

uncertain event is the core factor,
gent contract may not be wagering in

nature. A wagering agreement is essentially contingent in nature,

parfies: Contracting parties have

interest in the subject matter,

gain. A

contingent contract. The

s cds L N T g 1 ey
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F NG TO ENFORCEMENT OF CONTINGENT CONTRACT

| Enforcement of contracts Enforcement of Contingent on
| contingent on an _event | contracts contingent A contract would cease happening of specified
- | s to be enforceable if it T :
| happening: Where a contract on _an_event not event within the fixed

‘identifies happening of a
future contingent event, the
' contract cannot be enforced
‘until and unless the event
happens’. If the happening

hagpening: Where a

contingent contract
is made contingent
on a non-happening
of an event, it can be

is contingent upon the
conduct of a living
person when that living
person does something
to make the 'event' or

time: Sec 35 says that
Contingent  contracts
to do or not to do
anything, if a specified
uncertain

T ; : : event
" of the event becomes | enforced only when ‘conduct’ as impossible happens within a fixed
{' impossible, then the | it's happening of happening.

: . time, becomes void if,
| | becomes impossible. at the expiration of

"Contingent contracts to do or not to do anything, if a specified !_Cﬁ’rinqzrﬁ__oﬁ'} fime fixed, such event

contingent contract is void. l

uncertain event does not happen within a fixed time, may be | an _impossible “has not happened, or
enforced by law when the time fixed has expired, and such | event: Not if, before the time
event has not happened or before the time fixed has expired, if | enforceable fixed, such event
it becomes certain that such event will not happen". (Void) - becomes impossible.

UASI CONTRACTS are based on principles of equity, justice and good conscience. A quasi or constructive
onfract rest upon the maxims, "No man must grow rich out of another person's loss". These relations are

alled as quasi-contractual obligations. In India it is also called as ‘certain relation resembling those created
y contracts. |
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and generally, not always, To liquidated sum of money
parties concerned, but is imposed by the law: and
he world, but against a particular person or persops

v In the first place, such right is always right to money
v Secondly, it does not arise from any agreement of the
v Thirdly, it is a right which is available not against all t

only, so that in this respect it resembl ontraciua

.
: If a person, incapable of
entering into a contract, or anyone
whom he is legally bound to support,
is supplied by another person with
necessaries suited to his condition in
life, the person who has furnished
such supplies is entitled to be
reimbursed from the property of
such incapable person. To establish
his claim, the supplier must prove not
only that the goods were supplied to
the person who was minor or a
lunatic but also that they were
suitable to his actual requirements
at the time of the sale and delivery.

guiridationNotees
v -'.'. 1-
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ShechilSet B9 A heion . R
who is inferested in the responsibility as if he were (
payment of money which bailee.
another is bound by law to ST
pay, and who therefore pays : e
it, is entitled to be | S0Srclon (Sec /Z2).  person wh
reimbursed by the other, receives must repay or return it.
3. Obligation of person enjoying benefits of non-grai s act (Set

/0)_where a person lawfully does anything for another person, o
delivers anything to him not infending to do so gratuitously and such
other person enjoys the benefit thereof, the latter is bound to poy
compensation to the former in respect of, or to restore, the thing s
done or delivered. It thus follows that for a suit to succeed, the
plaintiff must prove: that he had done the act or had delivered the

thing lawfully; that he did not do so gratuit :
: o
person enjoyed the benefit. gratuliousty andithoisiic







Contract of Guarantee (Sec 120)-
A contract of guarantee is a confract 1o perform ’(hz
promise made or discharge the liability, of a thir
person in case of his default.

T R e A
LnvoIVEQ.=

LI =

1) Suré:ry.—_per‘son who gives guarantee.

2) Principal debtor - person in respect of whose

default the guarantee is given. _
3) Creditor - person to whom the guarantee is given.

Tripartite agreement between parties involved:-

1) Pf‘incipaf “contract - between principal debtor and |

creditor
2) Secondary contract - between creditor and surety
3) Implied contract - between surety and principal
debtor.

=

1%
23

3
4.

o O

" ' 1 irne
5(,j:;ﬂ|1f1| Teal ure

_ Existence of liability

< of Guarantee:-
Purpose :- To secure payment of debt.
Consideration must be there -
direct/indirect

may be

- Liability must be

legally enforceable, not time barred
No misrepresem‘a’rion/concealmen‘r(sec142 &

143)
May be oral/written
Joining of co-surety (Sec 144) - if condition is
imposed for other surety to join then he must
join.

( Specific Guarantee:-
Guarantee which extends fo single
debt/specific transaction

- = Surety's liability ends when debt
k ~ discharged.

( Continue Guarantee (Sec 129) :-

Types of Guagrahtee

of transaction
" Surety's liability continues until
revocation of guarantee,

-

4 _.f'

= Guarantee which extends to n__s;_;e'._'ﬁ i







Cases where surety is not discharged
L. When agreement 18 made by creditor
with third person not with PD to give

time to PD (Sec 136)
¢, Mere forbearance on the part of
creditor to sue the PD or enforce any

remedy against him (Sec 137)

|

QAGh TS against co sureties (.
["Co-sureties (meaning)- When the same
debt or duty is guaranteed by two or
more persons, such persons are called co-
sureties” |

1) Co-Sureties liable to contribute
equally - Each surety is required to

confribute equally, (Sec 146)

2) Liability bound in different sums -
principle of equal contribution is
subject to maximum limit fixed by
surety of his liability. (Scc 147)

2) Right to set off:- Surety has benefit to claim set off if

Rights against prine ipal debtor

1) Rights of subrogation (“cc 140) i On the payment of th,
guaranteed debt/performance of the guaranteed duty
surety steps into the shoes of the credu'rorr'.

2) Implied promise to indemnify surety (“ec 145, i Ty,
surety is entitled to recover from PD whatever sum he has
rightfully paid under guarantee, but not sums which he

paid wrongfully.

Right againsCreditor:- .

1) Surety's right to benefit of creditor's securities (5ec 141) |
i« Entitled to benefit of every security which creditor has
against PD whether surety is aware of its existence or not,
Lf creditor loses or parts with security without consent of
surety, surety is discharged to extent of value of such
security,

the PD had any against the creditor.

3) Right to share reduction:- Surety has 'r;ighf to Cld'_‘f

proportionate reduction in the liability if PD become
insolvent,

i Dy |
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Duties of Bailor:-

L. Disclose known Facts:- a) In case
of gratuitous bailment: bound to
disclose any fault in goods known by
him.(Sec 150)
b)In case of non gratuitous
bailment:-bailor is responsible for
damage whether he was aware or
not aware of faults in the goods.

2. To pay necessary expenses (Sec

158):- a)In gratuitous bailment -

bailor is liable to pay necessary +

extraordinary expenses b)Non -

gratuitous bailment - liability to
pay extraordinary expenses.

. Duty to indemnify the bailee for

must  compensate bailee
loss/damage suffered by him
. Indemnify any loss sustained by
bailee (Sec 164)
. Responsibility to receive back the
goods. (Sec 164)

premafure termination (Sec 159) -
for |

a3
b

Duties and rights

Duties of Bailee:-
Take reasonable care of
goods (Sec 151 & 152)

. Not to make inconsistent use

of goods. (Sec 153 & 154)
Not to mix the goods(Sec
155, 156 & 157) :-i)Mixes with
own goods with consent, both
parties have proportionate
interest ii)Mixes with own
goods without consent but
can be separated - liable to
expense  of  separation
iii)Mixes with own goods
without consent and cannot
be separated - compensate
fully.

Return the goods(Sec 161 &
160)

Return accretion from goods
(Sec 163)

6. Not to setup adverse title,

1. Righ B
deliver goods

Rights of a to any one of
Bailor:- Joint owners,
1> Right" to|f2 Right to
terminate indemnity
bailment. 3. Right to claim
(5.153) compensation
2. Right to in  case of
demand back faulty goods.
the 4. Right to claim
goods(S.159 necessary
3. Right to expenses
file suit 5. Right to ap
against fo court -
wrong doer. decide title
4. Right +to goods. :
sue bailee 6. Right
SRight  fo  particular

7. Right

compensation {







Pledge(Sec 172):- The bailment of goods as security for payment of a debt or .perforrnance; of a promise is
called “pledge”. The bailor is in this case called the “pawnor”. The bailee is called the “"pawnee”.

Essentials of Contract of pledge:- Rights of a Pawnee/ Pledgee:
1. All the essentials of bailment. 1. Right to retain the pledged goods - pawnee may

2. There shall be a bailment for security against retain goods not only for non payment of debt M
payment or performance of the promise but also for interest and expenses. _.

3. The subject matter of pledge is goods . Right to retain subsequent debts - Pawnee can A

4. Goods pledged for shall be in existence | retain the goods pledged for any debt or |

5. There shall be the delivery of goods from pledger promise other than the debt or promise for ,
to pledgee | which they are pledged only when there is d! |

Duties of Pawnor:- : contract to this effect. h .

1. Pay Debt, 2. Indemnify Pawnee, 3. Disclose all the § 3. Pawnee's right to extraordinary expenses [
faults, 4. Pay extra ordinary expenses, 5. Pay

incurred - doesnot have right to retain but can | A
deficit if Pawnee sells goods due to default by sue pawnor for such expenses.
Pawnor.

. Pawnee's right where pawnor makes default : he j_

f Duties of Pawnee:- Sam may bring a suit against pawnor and retain i
) PO e R S '- goods pledged or he may sell the thing or

reasonable notice to pawnor.
Rights of Pawnor:-
1. Same Rights as Bailor
2. Right to redeem goods pledged after payme

of the debtor or performance of promise

o=
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Express _authority - when authority is

‘\

. i = ity i id to be implied when it is
Implied authority - An authority is sai
to ge inferred from the circumstances of the case, conduct of

given by words, spoken or written.

the parties and things spoken or written, or in the ordinury'_. |
course of dealing, may be accounted from the circumstances of

the case.

!
1. Agency by Estoppel:-
Where the principal by his conduct
or statement willfully induces
another person to believe that a
certain person is his agent, he is
subsequently prevented or estopped
from denying the fact of agency.
Essentials for estoppel:-
v' Representation must be made
v" May be expressed/implied
v It must state that agent has
authority
v" Third party must be induced
v" Third party must believe and
made contract on that faith.

)

2.Agency by
Necessity: arises due
to some emergent
circumstances. When
emergency arises,
agent acquires special
power  to prevent
principal from loss.

—

3.Agency by operation
of law:- Where law
freat one person as
agent of another,

4 Effect of raf%fica’rion:- Where acts
are done by one person on behalf of
another, but without his knowledge or
authority, he may elect to ratify or to
disown such acts. If he ratifies them,
the same effects will follow as if they
had been performed by his authority.
Essentials for ratification:- _
a. May be express or implied; b. Full
knowledge of facts; ¢ Whole
transaction must be ratified: d.
Ratification not put a third party to
damages; e. Within reasonable time: f.
Communication; g. Act to be ratified
must be valid., ‘
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/ Duty to follow instructions of principal or customs of
trade - When the agent acts otherwise and any loss
is sustained by the Principal, he must indemnify him,
and, if any profit accrues, he must account for it

v Duty of reasonable care and skill

v Duty to render proper accounts - Not only accounts
but also supported by vouchers,

v Agent’s duty to communicate with principal

v Duty not to deal on his own account - should not deal
on his own account without first obtaining the

consent of the principal, otherwise the principal

may— (a) repudiate the transaction, (b) claim!from
the agent any benefit which may have resulted to
him from the transaction.

“ Duty not to make secret profit -
faith,

v Duty not to delegate "

¥ Duty to pay dl sums received ‘on the behalf of
principal . U

” Duty not to use any tonfidential information
received in course of agency,

must dct in good

= An agent
does all acts on behalf of the principal but incyp,
no personal liability.

v Fgr'incipal's liability for the Acts of the Agen
Principal liable for the acts of agents whie,
are within the scope of his authority.

v Principal's liability ~when agent exceeds
authority - if the excess part can be
separated - then principal not liable for only
that part. If it cannot be separated - principd
not liable at all. However, if principal induces
third party to believe that act was authorized
then principal is liable.

v Consequences of notice given to agent - Any
notice given to/information obtained in course
of business will have same legal consequence as
if it is given to or obtained by agent,

Y Principal's liability for the agent's fraud,
misrepresentation or torts - if matter falls

_agent's  authority, then su

fraud/misrepresentation will be treated ¢

done by principal. If agent acts bey
authority, principal is not liable,







e I

1 When contract made on behalf of

merchant resident abroad/foreign
principal

2. When agent does not disclose the name of
principal

3. Principal non existent/incompetent
4. Pretended ogent
5. When the agent exceeds his authority,

: iIf the agent becomes
personally interested in the subject matter
of agency.

Effects of termination:-
Termination does not take effect until it 1s
known to agent as well as third party: J

Termination of agent's author ity leads to
termination of all the sub agent'siauthority,

== o —_ -

FaundotionNolees .

Right fo parfies t6 a cohtrdct made by undisclosed ageny .
Third party has same rights as against principal as he g
against agent. If principal discloses himself befope
completion of contract, then third party may refuse t;
fulfil the contract.

Performance of confract with agent supposed to be
principal - When agent does not disclosed that he is actirg
as an agent and the principal requires the performance of
the contract then the principal can obtain  such
performance subject to the rights and obligations between
agentand third party

Option to Third Person- sue the Agent or the Principal;
Right of person dealing with agent personally liable: third

\party dealing with such agent may hold agent or principal,

or bath of them, liable,

Consequence of indueing agent or principal to act on belief
that principal or agent will be held exclusively liable: When
third party induces the agent to act upon the belief that
the principal only will be held liable, or induces the
principal o act upon the belief that the agent only will be

held liable, he cannot afterwards hold liable the agent or
principal respectively. '
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Body Sorporated) [oiif S |HESIgNATecy (Entiive Financial Yedr Sl P il
company 4 | Business Bl b any body L i a LLP formed,
deﬂﬂad in clause  includes any pur"'rner' corporate | f EPE"‘I" incorporated op
(20) of section 2 &Yy designated  and s G a0l registered outside
of the Companies = 1rade. as such includes day,of April India which
Act, 2013 and | Profession pursuant to  for the J qf ayear 1o establishes a place
includes - LLp | Service section 7. | purposes ifie st day of business wrl'hi’m
under this act and L Ef i of March ':_]f: India Q
LLp incﬂrpurﬂredr occupation | ooy N the _'Fc;:lluwmg' s e -
abroad/company  SXCPT AV meansany | 1gi4 47 | YT LLP - meansa
incorporated DEEIRly person who | 48 49 B e | partrership fnrm@d]
; ] Hﬂ-.l_'flﬂdl ! f “r I Erﬂﬂ“ LLP:=
LGl by Central | becomes a &, ' 50, 52 and Contribution upto . and registered
Does not include | 2Y “#MTSL 1 partnerin ' 53 g fipm 5 Jil? uﬂder this Act,
o e et Rs.25Lakhs &
poration the LLR'in | ' setup T LLP Agrmmgrﬁ«_
sole, co-operati o , urnover for
>, Co-operafive dccorcance | under the | - d any written
societyd n ith the: ; immediately
Srher b B e _g"d'“" preceeding FY upto | 9greement betfiween
corporate o | darecment | pugzr;arshi Rs. 40 Lakhs or which IT; P“*:"'%‘ﬁ e1al
notified, | | : fulfils prescribed rpie
terms and _!‘:ﬂ.ﬂﬂltlﬂns_ _ and its par

1932
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Advantages of LLP
-naracteristic o F 1.1s r]f‘gﬂﬂlSEd and aperates op
1 LLPisa body corporate. basis of agreement, 2 Provides

3 ' ctive of : =
2 Perpetual Succession - LLF can continue its existence Irrespe flexibility without detailed

3 Separate Legal Entity = LLP is liable to full extent of L iremenis 3 E fﬂl firm
liability. rs enj imit
4 .*:!.ﬂj;ii;rrﬁ.gﬁncy - All partrers will be the agents of the LLP alone. No 4.All partne J9y ed

2 . liability, 5.Flexible capitd
e partrer can bind the other partner by his acts. . :
5 EE: i;ra:;rnenf - Mutual rights End duties of the partner are governed ETU‘;TUT'E’f 'E'-E 1’ dissolve
by an agreement. EffEc_f of Registrafion:-
6. Artificial Legal Person LLP will be capable of -
7. Common Seal v Suing and being sued
8. Limited Ligbility- partners ligbility is limited. v Doing the suffering such
9. Maragement of business is done by partrers, other acts and things as
10, Minimum (refer section 7) and Meximum number (no limit) of partners body corporate may lawfully
1L Business for profit only - Cannot be formed for charitable purpose do and suffer -
12. Tnvestigation:- C6 has powers to investigate an LLP :
13, Conversion infa LLP - Any firm, private company/unlisted public
company can convert info LLP. .
14 E-filing of Documents - Every form/application of dacument required
fo be filed shall be filed' in electronie form on its website

www.meagov.in and authenticated by a partner/designated partner of
LLF by electronic/digital signature

¥ Having a common seal if it |
decides o have one |

¥ Acquiring, owning, holding |
and developing or disposing
property whether
movable/immovable/tangible
/intangible

S



Statement made by - advocate/CS/CA/Cost If a person makes a statement- he knows to

Accountant and any one who subscribed to be false or does not believe to be true -

incorporation  document  that all  the punished with - imprisonment up to 2 years

requirements are complied with and fine not less than Rs, 10,000 which may
- extend Tn Rg. 5 Lakhs

"l

Two or more persons  Statement fo | E?ﬁ'fﬂ“j dﬂ;';.‘f'"
u,s%nm_que; f?r'_ ﬁled f v Register  the
carrying on business (ol ith
-.-shg_tl-subscrll:ia-jhair » + . ELZI ;:;r_ P :__:‘;:Jﬁ:;iﬁ““
namessio | | -
| i'ﬁﬁﬁrpﬁmﬁﬁn : L é?‘purn'rmn = ¥ f::i] icate. )
| document | cument with S EE
' j fees incorporated
Document in prescribed form shall state - | | :'“l!lﬁ:‘eih fane;
¥ I"-!{I!TI.;. I sl =
¥ Proposed business .y
¥ Address of registered office I e o
/ Name and address of each ::f the parthers - Certificate ﬂ‘iﬂﬂl##ﬂ.:{i%%d “ﬂ;ﬂ 5
' 5 d partners of ﬂufhﬁh‘h?-‘ﬂtﬂd with the offic r.ll,s Vo
Name and address of designated p : Eﬁgﬂf!‘ﬁ]“' ﬂgﬁ/ﬁﬁ% o tluﬁi'ﬁf@'
the LLP on incorporation; 2vidence. fh&}fﬁ&mﬂasihﬁfppmfﬁd i

/ contain such other information as prescribed. i

Eider Mare Copy [ Cefor Book ) fram igsinin &l




Mame .
(1) Every limited liability partnership shall
| have either the words “limited liability |

partnership” or the acronym "LLP" as |

the last words of its name,

(2)Mo LLP shall be registered by a name
which, In the opinion of the Central
Government is—

(a) undesirable; or
(b)identical or too nearly resembles
~ to that of any other LLP or a
| company or a registered trade
mark of any other person under
| the Trade Marks Act, 1999.

Reservation of name (Section 16);

A person may apply in prescribed form and
fees to the Registrar for the reservation.
of a name. Upon receipt of an application
under and on payment of the prescribed
fee, the Registrar may reserve the name

fora period of 1 monihs from the date of
intimation. |

& s £

If LLP changes its name as

%k gieg o aF Flame of L.LP

A LLP on its first registration/on its regisﬂ*_n’riun k_:q,- a new
body corporate is registered by a hame which is identical
with or too nearly resembles to —

{(a) that of any other LLF or a company.

(b) or aregistered trade mark name of propreitor =
then on an application, the & may direct that such LLP o
change its name or new name within a period of 3 monthst
from the date'of issue of such direction, R
Such application shall be maintainable within a period of 3
years from the date of incorporation or registration or
change of name of the LLP under this Act TR

o

asked - it shall within 15 days L LLP does not comply
" b2 v i co
registrar. Registrar will then Aol Rew e

provide new certificate with 30
days of receipt of information
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The term Corporate Veil refers to the cokce

connected to the company's actions. If the co
corporote veil concept implies that members shou

I ———

ACRESIRdatiouNetees e shiclded from liabiliy

mpany incurs any debis or contravenes any laws . the
Id not be liable for those errors. In other words, they

enjoy corporate insulation, Company is identified separately from ifs members.

- Cases

where
company law
disregards
the principle
that
company is a
legal entity
distinet and
separate
from its
shareholder
5 or
members

the |

o y - Test of control/character of people at helm is ascertained to
determine the same (Case Law - Daimler Co. Lid. vs. Continental Tyre & Rubber Co))
ven! ~-When entity is used to evade/circumvent tax.[Case |aw -

Juggilal vs. Commissioner of Income Tax AIR (SC)/Dinshaw Maneckjee Petit]

11ion - When sole purpose of formation of the entity is to use it

as a device to reduce banus to workmen - veil is lifted. (Case law - (The Workmen
Employed in Associated Rubber Industries Limited, Bhavnagar vs. The Associated |

Rubber Industries Ltd., Bhavhagar and another).
! [ah of subs&rdiaries ' acy as agents - CGEE [ﬂw _MEF h 1 ‘
Limited vs. British Transport Commission {1982}}{ gnclee it
ny rarmed for fral d/improper conduct ar +a deofaomt |
| | Puper conduct or to defeat law - Where the deylce

3

of incorpapation is adopted for some illegal or im|.:rr-::|;er‘ purpose [Gilford Mater Co.

__4 >
vs. Horne]







One person Company

v Is a company which has only one person as a
member,

¥ Minimum paid up
prescribed

¥ Memorandum of OPC will contain name of
nominee/successor of the member and such
person will give his written consent to be
filed with registrar, - such nominee can
withdraw his consent at any time. Name of
nominee can be changed at any ftime by
giving notice fo registrar - this change is
not deemed to be alteration to
memorandum,

v Person eligible to be form OPC/be nominee
shall be - 1. Resident in India or has stayed
in India for not less than 120 days in
preceding FY. 2 Non- minar. 3.Eligible only
to form one OPC 4, Natural Personal +

Indian Citizen

capital - no limit

v" OPC cannot be converted to section 8. also.

cannot carry out NBFC activities incl,

Investment in other corporates.

= 4™ I B L |
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Private Companyi-

v No minimum pard-up
capital requirement.
Minimum  number = of
members - 2 (except if
private cotnpany 15 an OPC,

)

where it will be 1),

Maximum.  number  of -
members - 200, excluding
present  employee-cum-
members and erstwhile
employee-cum-members.
Right to transfer shares
restricted.

Prohibitien on invitation to
subscribe to securities of
the company.

company.

OPC can be formed only as
a private company.

iohiNclees

Small company is a private |

Small Company -

v A private company

" Paid up capital - py
more than Rs. 4 Crgr,
Or Turnover - not mary
than Rs. 40 crores,

» Should not be - Sectig
E Eﬂmpﬂﬂ}' . Hnldiﬂg ﬂlr'
a Subsidiary company

Public Company -

v Ts not a private company

v Shares freely
transferable.

v No  minimum paid
capital requirement,

¥ Minimum  number of
members - 7. I

v Maximum numbers of
members - No limif
Subsidiary of a publie
company is deemed

"1

a public company.






Sovernment Company

means any company in which not

less than §1% of the paid-up share

capital is held by-

(i) the Central Government, or

(i) by any State Government or
Governments,

(iifjor partly by the Central
Government and partly by one
or more State Governments,
and the section includes a
company which is a subsidiary.

Foreign Company [Section 2(42)]-
It means any company or body
corporate incorporated outside
India which - has a place of
business in India whether by itself
or through an agent, physically or
through electronic mode; and
conducts any business activity in
India in any other manner.

company’

= ey -
R

Cther Comparnies

Formed to promote the charitable ul:_r jects of commerce, art, science.
sports, education, research, social - welfare, religion, charity,
protection of environment etc. Such company intends to apply itg
profit in promoting its objects and prohibiting the payment of any
dividend fo its members.

Registration - €& can register such company withous
4 addition of limited or private limited. Registrar wil
; register on application. It shall enjoy privileges and
obligations of limited company after registration.

Revocation of License - C6 may revoke license if in violation of
conditions under section 8 after giving written notice and opportunify

Seetion

| of being heard, On Revocation - C6& may direct such company fo

Converts its status and change its name :Wind - up; Amalgamate with
another company having similar object.

Penalty/Punishment - default in complying with this section - Compary
- Fine - Rs. 10 Lakh fo 1 cr . Director/officer - Rs. 26000 to 25 lakhs.
If fraudulent affair- Fine - Section 447 of Act.

It can call General meeting on 14 days' notice. Requirement of
minimum  ho. of director, independent director, Nomination and

Remuneration Committee and Shareholders Relationship Committee













Documents to be filed with Registrar - 4
“ MOA and AOA signed by all the subscribers . anv. (adveearescarcs i
« Declaration by person who is engaged in the formation of the company ( el ;
- ' hat all the requirements of this act and the rules,
Accountant Jand by a person named in the articles that a eq : J : A
: : df erson named as first directors statjpg
¥ A declaration from each of subscribers to memorandum an TanLper . e o gl
1. he is not convicted for any offence with respect to prnmn’rign_:;-fqrrmufmn or m fng : pany,
2. he has not been found guilty of any fraud or misfeasance aor of any breach of duty fo any comp
under this Act or any previous company law during the last five years, 3
3. and that all the documents filed with the Registrar_for registration of the company contay
information that is correct and complete and true to the best of his knowledge and belief
¥ Address for correspondence till registered office is established e
¥ the particulars (names, including surnames or family: names, residential address, nationality) of every
subscriber to the memorandum along with proof of identity | _
“ the particulars (names, including surnames_or family names, the Director Identific ation Numbe:
residential address, nationality) of the persons mentioned in the articles as the subscribers to the
Mgmc_:-_:fq_i‘!dUm and such qfhgr particulars ineluding proof of identity as may be prescribed; and
v the pm‘*h_cuf_ur's of the lnfer'es_’ra of +hg{~.persnhs mé'nﬁqn'gd in the _ﬂp}i'cgp_.__g as the firﬂ ﬁﬁiﬂﬁﬁi of the
company in other firms or bodies corporate along with thei n . = el
such form and manner as may be prescribed,

Ministry of Corporate affairs has simplified the process o
proforma for incorporating company electronically (SPICe)






2fiare and Share Capital = the contributions of persons to the common Sfﬂ;k of ThEhFﬂthﬂ“}" form the Capity
of .1‘ha.a ;:urhpur;}r_ The proportion of the capital to which each member is entitled, is his share.

Classification of shares

¥ Authorized/Nominal/Registered Capital:-
Capital authorized by MOA to be
maximum amount of share capital of
company.

¥ Issued Capital:- It means capital issued
from time to time for subscription. Part
of authorized capital and includes share
allotted for other than cash Obligatory
to disclose in balance sheet.

¥ Subseribed Capitali- part of the capital
which is for the time being subscribed by
the members of a company,

v Called up Capital- It is part of the
capital which has been called for
payment, It is the total amount called up
oh the shares issued,

¥ Paid up Capital:- Tt is the total amount
paid or credited as paid up on shares
Issued. It is equal to called up capital less
calls in arrears,

by its
number.

share

Shares (Section 2(84)):-
v ‘share’ which meanhs a
in the share
capital of a company
and in¢ludes stock.

Share is an interest

ih
company(Barland
Trustees vs.

Bors. & Co. Ltd)
Shares are movable
property transferable

.......

the

Steel

in the manner
provided in articles
Every share in gq

company a  company
having a share capital
shall be distinguished

distinctive

Kinds:of Share Capital:-

v Equity Share

Capital:- Witk
voting rights: or ity
differential  rights s 4
dividend, voting or otherwise i
accordance with prescribed yae
Preference share capitali-per
of the issued share capita| o
the company which carries g
would carry a preferentig| right
with respect to— payment of
dividend, either as a fixe
amount or an amount calculates
at a fixed rate, which may &ithel
be free of or subject to incorme
tax; and repayment, in the cas
of a winding up op repayment o
capital, of the amount of th
share capital paid-up or deeme:
to have been paid-up.
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Doctrine of Indoor Management (TU’"CIUGT RLIJ\'IE)'Iii-Ce
i t+he doctrine of Constructive NoTice. _
: gﬁiiﬂéﬁ: ::-e not deemed to have no_’lr_ice of icz;lirer‘nal affairs of the
company. [The Royal British Bank vs. Turquan
v Per‘s%nsy d[ealing Lifh company are presumed to have _r'eaq the
registered documents and to see that the proposed dealing is nof
inconsistent therewith, but they need not enquire into the
regularity of internal proceedings as required by MOA & AOA.

v Exceptions to the doctrine of Indoor Management/turquand rule:-

1. Actual/Constructive knowledge of irregularity :- Rule does
not protect any person dealing with company who has notice
of irregularity. (Howard vs. Patent Ivory Manufacturing Co.)
(Morris v Kansseen)

2. Suspicion of irregularity :- The protection of rule is also not
available where the circumstances surrounding the contract
are suspicious and therefore invite inquiry. (Anand Bihari Lal
Es.dlginshaw & Co. ) (Haughton & Co. v. Nothard, Lowe & Wills

td.

3. Forgery: The rule appliesionly to irregularities which might
otherwise affect a transaction but it cannot apply to forgery
which must be regarded as nullity.

Doctrine of Constructive Notice:. |
v Any person can inspect g

document kept by registag
including certificate 2
incorporation or make record g
get copy or extracts of the same
MOA and AOA are ‘

documents.

dealing with company to inspeg
these documents and confirm the
validity of contract. It
presumed that a person ha

documents whether he has redt
or not.
He is not only presumed to ha
read but also understood t
document.

Every  person dedling W
company has constructive nofi
of MOALAOA as well rela
documents.
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individually

Do TErS and the
rame uncer afach Ther business is carmied on
S colied The "Frem nane

msbmﬁ—ﬁzdsamn?inmiﬁng
costaming vanous ferms and condifions es 1o
The relationship of the partrers fo each other

ts called the ‘partmership deed. It contains. &

1 NAME - ﬁl'ﬂ,pa"ra'sZNai‘u‘amdphce
of the busimess of the firm, 3.Dote -
Commercenmert & Duraiion, m =
C@fdwrbsfm:f PSR , . Admission &
Retrement, Rafe MTUESUOH copital,
bu-gs.shmsztﬂmtofmmms
Shuswmmlsonctc_

1. Agreement: Partnership is created by agreement and :
by status

returns c;isirg from property by persons holding a jomts :
common interest in that property does not of itself mal

such persons partners. It is only a prima facie evidence and
not conclusive evidence. Cumulative effect of dll rel
facis'such as writfen or verbal agreement, redl intes i
cnd corduct of the pa_rﬁgs oﬂ-ﬂ

relationship between the parties and ascertai
existence of partnership. =3
3. Age"of Each partner carrying on the busvmss is
of one partrer done on behalf of flm,

parirers.Santiranjan Das Gupta Vs,
(Supreme Court). 4
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erence between Partnership and Joint Stock

:oznjj;YST_mJS ~ firm is not legal entity whereas joint
stock is separate legal entity.

/ Agency - Every partner is agent of other partners as
well as of firm whereas member is not agent of other
member or of company.

“ Distribution of profits - profits are distributed among
the partners according to the deed whereas there is
no compulsion to distribute its profit.

“ Extent of liability - partners have unlimited liability
whereas liability of member depends on the type of
company.

' Transfer of shares - Share in firm cannot’ be
transferred without consent of all partners whereas
transfer of shares in company are subject fo article.

© Management - Partners are entitled $o-take part in

~ management whereas members are not.

7 Registration- Not compulsory for firm but compulso
for company. g

¥ Max. No. - firm:50, company - Pyt co. -

' | ' Min 2
200; Public co. - Min -2, Max - no limit, L e

SRS

e

——
[ 4

Yot ia R

ween parTnership and club:-
s forming firm are cq|e4 |
forming club grp|

Difference bet
v Relationship - person
artners whereas persons

called members. _ : : |
v Partner have- interest in property of f"‘m

whereas members of club don't.

/ Dissdlutien:i- Change in partners affect the
existence of firm whereas change in membes
of club doesn't.

Difference between Partnership and HUF :-
v Partnership is created by agreement wheregs
HUF is created by birth in family.
7 Death of member :- Firm - leads to dissolution,
HUF - no dissolution
Y Management :- Firm - all partners, HUF - karte
v Every partner has authority to bind the firg
whereas HUF only karta has authority. '{;"
¥ Liability:- Partnep - unlimited; karta - unlimi'red’.
gﬂgr :o parcener - liable only to extent

v Firm is governed b . : .
hindu law. Y Partnership act; HUF
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Active Partner:-1.
Becomes a partner by
agreemenT.Z.AcTivel?x
participates in
business. 3. Acts as
ent of other

an
partners. 4 Public
notice ~ for  his
retirement.

Partner by holding out
1. When a person
represents himself or
knowingly permits
himself, 2. To be
represented as a

partner in a firm (when
in fact he is not) 3. He
is liable, like a partner
in the firm.

T

v

!

Sleeping Partner:-
1.Not active part In
business. 2.Liable
like any other
partner. 3.No
public notice of
retirement. 3.His
insanity ~ doesn't
dissolve firm.

Types of Partners _

A
Partner in Profit
Only:-1. Entitled to
share profits only. 2.
Not liable for the
losses. 3. Liable to
third parties for all
acts of profits only.

= 'ﬁer.g*k‘%
> Sub Partneri- 1. Paptp,,

Incoming Partner:- 1.
Person who comes into a
partnership firm already
in existence with the
consent of all existing
partners. 2. No liability
for any acts of the firm
done before his
admission as a partner.

Nominal Partner:-1.Partner
only.in name. 2. Not entitle
to' share the profits. 3.
Liable as a real partner, 4.
Public  notice of his
retirement. 5. His insanity
does not dissolve firm.

aCAFoundationNotees

agrees to share his shqy,
of profits in a partnersh,
firm with an outsider: Such
an outsider is called q gy
partner. 2. Neither g
rights against the firm po
is he liable for the debys

Y

A 4

of firm.

Outgoing / Retiring
Partners:-1. Re‘rirement,
expulsion, insolvency op
death. 2. Rest of the

partners continues to carry
on business. 3. Remains liable
to third parties for all acts
of the firm until public

notice of retirement is givevﬂ '













v
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s Belatiotiof Fariners 10 EE P

a partner
is agent of
the firm
for the
purpose of
the
business of
the firm.
Embraces
the
character
of both a
principal
and an
agent,

The act of a partner whic

usual way, business of the kind carried on by *

e

binds the firm.

Include -
1.Purchase goods. 2.Sell the
goods. 3.Settle accounts.

4.Receive payment of firm.
5.Engage servants for firm.
6.Engage a lawyer to defend
an action brought against the
firm.  7.Borrow money for
firm's business. 8.Pledge the
goods of the firm as security
for  the repayment - of
borrowings made for firm's
business. 9.Draw accept, and
endorse bill of exchange and
other negotiable instruments
in the name of the firm,

h is done to carry on, in.The
he firm,

Does not Include -

1. Submit a dispute to
arbitration. 2. Opening
a bank account.

3. Compromising or
relinquishing any claim.
4. Withdrawal a suit
or proceeding.

‘9. Admit any liability

in a suit or proceeding.
6. Acquire immovable
property. 7. Transfer
immovable property.

8.Enter into

partnership on behal
of the firm. at

(consent of
all the partners
necessary) It maybe
extended/restricted
by contract between
partners. Restriction
imposed on implied
authority of partner
shall be effective -
The  third party
knows about the
restrictions, and the
third party does not
know that he s
dealing with a
Partner in a firm.

purpose of
protecting
firm from
loss as would
be done byq
person of
ordinary
prudence, in
his own case,
acting under
similar
circumstance
, and such
acts bind the
firm.







1
ip i ble |
in a partnership is transfera
D lationship is based

rest by sale, morfgage or O

but as the partnership rela
the assignee of a partners infe
cannot enjoy the same rights an

TR

During the continuance of partnership,

such transferee is not entitled:

ike any other property,
on mutual confidence,
therwise

d privileges as the original partner.
Other partners should agree to transfer interest.

- to interfere with the conduct of the

business
- fo require accounts, or
- to inspect books of the firm.

He is only entitled to receive the

share of the profits of
transferring partner and he is
fo accept the profits as agreed

the accounts.

the
bound
ta by

the partners, ie., he cannot challenge

On the dissolution of ‘the
firm or on the retirement
of transferring partner,

transferee will be
entitled, against  the
remaining partners:

- to receive the share of
the assets of the firm
- for the purpose of
ascertaining the share

he is entitled +to an
account as from the daTe:

w 'y v Y
W W

. I e L ek
' of the dissolution,

Right fo his agreed share of th,
profits

 Access to, inspect and copy the

accounts of the firm

_ Sue the partners for accounts or

for payment of his share but only
when severing his connection with
the firm, and not otherwise,

. On attaining majority he may

within 6 months elect to becomea
partner or not to become ¢
partner. If he elects to become a
Partner, then he is entitled to the
share to which he was entitled as
a minor. If he does not, then his
share is not liable for any acts of
the firm after the date of the

Public notice served to that
effect







RETIREMENT OF A PARTNER:
v A partner may retire: with consent
of all or as per deed or if
partnership is at will, by giving
notice in writing to all the other
partners.

v Discharge of retiring partner for
acts of the firm done before his
retirement 1.By an agreement b/w
third party and remaining partners.
2.By an implied agreement to above
effect. (Eg. Dealing between such
third party and the reconstituted
firm, after he (the third party)
had the knowledge of the
retirement.)

Y’ A retiring partner continues to be

liab'Ie as partner after the
retirement until public notice is
given of the retirement.

(A 1 2t

DEATH OF A

PARTNER:

rAn

{.The firm is
dissolved unless

otherwise
specifically
provided in
deed.

2. The estate of
the deceased

partner is not
liable for —any
act of the firm
done  after his
death.

3.No public
notice is
required of the
death of g

partner,

EXPULSION OF A
TNER:
%—Egﬁ-diﬂons: (a)
As  per contract
between the
partners (b)
Majority ~of  the
partners & (c) In
good faith.
If condition noft
fulfilled - Partner
may claim re-
instatement as a

partner, or may sue
for the refund of his
share of capital and
profits in the firm.
(6ood faith includes
-interest of the firm
*served with notice +
O9PPo to be heard)

INSOLVENCY OF 4
PARTNER:
1. The insolvent partnep

ceases to be a partner gy
the date on which the
order of adjudication i
made. 2.The firm g
dissolved unless otherwise
specifically provided iy
deed.

3.The estate of the
insolvent is not liable for
the acts of the firm done
after the date of the
order of adjudication.
4.The firm is not liable for
any act of the insolvent
partner after the date of
the order of adjudication.
5No public notice s
required for insolvency.







B \von “e i t or delivering To the
' nding by pos ‘
Hanynime 24 sed to be situateq
-ROF may be effected a it Bl ;
REérsmAHfN e fnmﬁih any pla:e of business of the firm is sifuate
Registrar of the area _
Statement of Fees + Fees , stating - | ol Eae
Name - Firm , other places where firm carries on business , partner add

2 place or principal place of business of the firm,
Date - Partner joined , Duration of firm

The statement shall be signed by all the partners, or by their agents specially authorised in this behalf

L. Each person signing the statement shall also verifyit.in the manner prescribed.

2. A firm name shall not contain any of the following words, namely: Crown, Emperor’, 'Empress’, 'Ernplr'e;
Imperial, King', ‘Queen’, Royal’, or words expressing or implying the sanction, approval or Patronage ;
Government except when the State Government signifies its consent to the use of such words as part
the firm-name by order in writing,

$
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- CONSEQUENCES oF NoN - REGISTRATION

FFECTED BY NON REGISTRATION:

- : " 3 . -partne
against third party : A registered firm can only fiFI'e. a sur;:

sqainst a third party and the persons suing have been in the

-

register of firms as partners in the firm,

more than 100 then firm or partner cant claim set off,

Aggrieved partner cannot bring legal action against
other partner or the firm: A partner of an unregistered
firm (or any other person on his behalf) is precluded from
bringing legal action against the firm or any person alleged
to be or to have been a partner in the firm. But, such a

No relief to partners for set-off of claim: If value is

person may sue for dissolution of thfe;ﬁr-m or for accounts
and realization of his share in the firm's property where

v
RIGHTS - NOT__AFFECTED BY NON
REGISTRATION :-
‘1._Right of third parties fo sue the firm

\

'2.

3.

Third party can sue the fgrni:f"'In case of an unregistered -
an action can be brought against the firm by a third

@CAFoundationNotees

or any partner.
Power of an Official Assignee or
Receiver or the Court.

Right of the partners to sue for the
dissolution of the firm or for the
accounts of a dissolved firm or for the
realization of the property of a
dissolved firm.

Rights of the firm or partners of firm
having no place of business in India.
Right to sue or claim a set-off if the
value of the suit upto Rs. 100.

Rights of partners to sue for the
criminal proceedings against the other
partners of the firm and against the
third parties. |
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oDES OF DISSOLUTION OF Fipg

ot S urt _or_Voluntq
tion of the legal | without order of Co ——ary

P i iscontinua s
e . means the discon _ e colotioh: .

lation existing be UEC T : i ement (Section 4Q)
relation existing between all ’fhi par:::'t;r‘so r?; o more partners | g Dissolution by Agre ( )
\ ~lirtian Af Partn -.'-;--::‘;!.__‘J - when

with the consent of all the partners or qq

oo QIUTION QF Al Il e . ar;-rnerl due
il o s mcap'amncged :}:'gr;:;:zgsﬁsipaiﬁ dissolved, per the contract b.efwfefr::nl":‘-’; pci:r': nir:ﬁpens
| to death, msoivegcyig; :;sgonf};;que. b, Compulsory disso l..l‘F T i
| but the rest may ecd' lution of firm and partnership:- | when - 1.All but one o p Ire,
R le=os ebechia s tion e i (0 il adjudicated as insolvent. 2.By the happemngl
: ;ffl_-'_f-. 'i_‘ﬁ‘_':fz”;""'_[ﬂ,’! ‘ ‘,’..,['.irj ;;J.E:m..hlf..l_II._'JI-:II " | [ Of an eve’h.i. which makes par‘tnershipl‘l

| - . \_
.' ' T unlawful.

' Continuance  involve does rJ:c'}T affec]'i' c. Dissolution on the happening of certain
" ' i ‘ i ntinuation 0 feom : : ¥
| of business gLssﬁrc:g'shsnuaﬂon of gzsiness contingencies: - 1. Where Firm ;

II .

constituted for fixed term/particulan
adventure, such term/adventure s
completed. 2.By death of partner, 3.

Winding Up  involves winding up Involves only
| reconstitution

| Order of May be by order of Cannot be ordered

| adjuc?ica‘rion of partner as insolvent
| Court court. by court, d. Dissolution by notice of Partnership at
| Scope involves dissolution of May or not involve | Will : Can pe dissolved when one of
.f partnership dissolution of firm. partners gives written notice to all the
| zngiokilosure involves final closure, pPoes not involve | °ther partners Date of dissolution shall be
|

final closure, da‘re_menﬂone.d In notice qg such, if
\_J mer,‘honEd then date of communication s
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Negotiable Instruments (NI)

: - ent means a
: ; ent (the word instrum
aale TheInent g8 a? mggﬂl cus1gorns of trade) from one person to
document) which is freely transfera Y I The property in such an
another by mere delivery or by indorserne?T and, delivery.
instrument pass to a bonafide transferee for value. : )
EI'r;ua ;\J?f dogs not define the term ‘Negotiable Instruments’. However, SeC}'IOE Illli
of the Act provides for : Wi ngme. y
of exchange, promissory notes and cheques, payable either to order or earer.
It is to be noted that Hundies, Treasury Bills, Bearer Debentures, Ra!lway
Receipts, Delivery Orders, Bill of Lading etc. are also considered as negotiable
Instruments either by mercantile custom or usage.
L. A negotiable instrument is payable to order when:

a. It is expressed to be so payable.

b. When it is expressed to pe payable to a s
contain words prohibiting its transfer (le. it is
and delivery)

2. A negotiable instrument is Payable to bearer w

a. When it is ex ressed to b
S 0np 9 Be so payable e.g. p

blank

Sl VT

in writing, |
Signed,
Freely transferable,
Title free "1
defects,

from

any  number of

times,

pay money ;
Certainty of sum
Payable, time of
Payment & payee,
Delivery ;



Promissory Note (PN) Bills of Exchange (BOE)

an instrument in writing A “bill of exchange” is an A "cheque” is a bill of exchange drawn
(not being a bank-note or instrument  in writing on a specified banker and not
a  currency-note) containing an unconditional expressed to be payable otherwise
containing an order, signed by the maker, than on demand and it includes the
upcondl'rronal undertaking directing a certain person electronic image of a truncated
signed by The. maker, to to pay a certain sum (ij ‘cheque and a cheque in the electronic
pay a certain sum of money only to, or to the form.

money only to, or to the order of, a certain person

order of, a certain person, or to the bearer of the

or to the bearer of the instrument. O

instrument. _ A\
Maker: The person who Drawer: The maker of a bill Drawer: The person who draws a
makes the promise to pay of exchange. cheque ie., makes the cheque

is called the Maker. He is Drawee: The  person (Debtor).

the debtor and must sign directed by the drawer to Drawee (always banker): The specific

the instrument. _pay is called the 'drawee’. bank on whom cheque is drawn. He

Payee: Payee is the person He is the person on whom makes the payment of the cheque.

to whom the amount on the bill is drawn. Payee: The person named in the

the note is payable. = Payee: The person named in instrument (i.e., the person in whose

\J the instrument, to whom favour cheque is issued), to whom the

the money is directed to be money is directed to be paid. (Can be
paid. drawer/third party) 103




Specimen

Particulars
Characteristics (a) In Writing, (b) Expresc'js

e AT
b N R 1

,;;‘t T -5-;;{1'9-:2‘--‘.&-'%”"‘——
promissory Note (PN)

Promise to pay, (c) Definite an

unconditional promise, (d) Signed
by maker, (e) Promise to pay
money only, (f) Promise to pay a

Bills of Exchange (BOE)

(a) All the essentials of q
BOE (b) Drawn on a

(a) In Writing, (b) EXpr'ess
specified  banker.

Order to pay, (i:) Zefmz:rje),
and unconditional order,

i ~drawer, (e) Payable on demand. A
el G cheque does not requir

Order to pay-money only, S
(f) Certain sum, (g) Drawer, (a) Stamping. or

certain sum, (g) Payee must be b ebtance:
certain, (h) Stamped Draweé, &~Payee must be accep :
certain, (h) Stamped
SR
Specimen of Promissory note Specimen of Bill of Exchange SPQ{i{nﬂI of Uleqtlt
t 10000 Luckno
Ayl 2 i)
Three months after date, | promise to pay Shri Ramesh (Payze) or to his crder the 48, MP Nagar, Bhopal (M P)
sum of Rupees Ten Thousand, for value received, Apil 10,2022 Fay
::‘na oy : asumofupess . {
Ralm Four manths afer date, pay to My, B (Payee] a sum of Rupees Ten Thousand, for valse ACNo. 12345676810

To, Pt

Shr Ramesh, To,

B-20, Green Park, M e gi&h&ﬂ m

Mumbai a0, i

(Maker) 576, Arera Colony, Bhopl (MP) S o g, M ) 3

M. A i
01212 125664 0053 34
Order Hard Copy ( Color Book ) from igsirin
[
B 0N Ofees







: By Delivery
issory note, bill of tructive
iigﬁzﬁgth;rihaegEzr:ayab)lle to bearer (Actual/Cons )

: i | Indorsement +
< Tn case where a promissory note, bill of — Sein

exchange or cheque payable to order

+ be voluntary, and the object of delivery should

Importance of Delivery in Negotiation:-The delivery mus '
P y g hom it is delivered. The delivery can be, actual op

be to pass the property in the instrument to the person to w
constructive.

Actual delivery takes place when the instrument changes hand physically.

Constructive delivery takes place when the instrument is delivered to the agent, clerk or servant of the

_in:or'see on his behalf or when the indorser, after indorsement, holds the instrument as an agent of the
indorsee.










Presentati afionNofees

| |[%or payment of instrument
;hya%le after date

A PN or BOE, made payable at a specified period after date or sight
thereof, must be presented for payment at maturity.

Presented for payment on the third day after the date fixed for
Payment of each instalment: and non-payment on such presentment has
the same effect qs hon-payment of a note at maturity.

payable at a specified place and not elsewhere must, be presented for
Payment at that place.

must be presented for payment at the place of business (if any) or af
the usual residence, of the maker, drawee or acceptor thereof.

such presentment may be made to him in person wherever he can be

found.

T

i
29

presen’rec{:l?é’_ij;:\‘rhe bank upon which it is drawn before the relation
between the drawer and his banker has been altered

the drawer.

a entment of cheque to
tharge any other person

be presented within a reasonable time after delivery thereof by such
| person.

Presentment of instrument
payable on demand

=

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

Order Hard Copy ( Color Book ) from igsirin

to the prejudice of

e
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It extends to -The whole of India. It came into force on 1st July, 1930. e

: | ds which means movable properties. i
: '7‘?1’: :ifq ?:nszapplicable for the sale of immovable properties like land, shop or house etc

E\,bc-:":':';:zé'i'fc;--_--r: - -1
' 1 Buyer and Seller: 'Buyer' means q person who buys or agrees to buy goods [Section 2(1)]. ‘Seller’ means y
| person who sells or agrees to sell goods. 20
| 2. "Document of title to goods” includes bill of lading, dock-warrant, warehouse keeper's certificat
| wharfingers' certificate, railway

el
he
. either by endorsement |

receipt, multimodal fransport document, warrant o order for t
delivery of goods and any other document ysed in the ord
possession or cont

Inary course of business as proof of t
rol of goods or is for authorizing or purporting to authorize
by delivery, the pos Fo i







' // to anoth
' e on from one person er
R ._f__—:and derivatives: It means voluntary transfer of possesd)

5 Delivery - its form

Fcr‘msof daeell;j’-gy_ When the goods are phy_sically delivered to ;r;t: t?uuyY:rr}:p :\
" the seller transfers the physical possession of the goods 10
oods on behalf of the buyer ; al possession of th
b) ?:'r(i?rucwe delivery: When it is effected without any change in the cgsfof%:f;‘:ﬁ::ryl:_’mkes e Wheft
thing as in the case of delivery by attornment (acknowledgement) Construc R P [
a person in possession of the goods belonging to the seller acknowledges to the buy
goods on buyer’s behalf. ) :
) Symbolic delivery: When there is a delivery of a thing in token of a transfer of something else, ie,
delivery of goods in the course of transit may be made by handing over documents of title to goods, like
bill of lading or railway receipt or delivery orders or the key of a warehouse containing the goods is

handed over to buyer. Where actual delivery is hot possible, there may be delivery of the means of
getting possession of the goods.

ctual delivery takes place when
to a third person authorised to

(]

|







Agreement To Sale:-

ty in the goods passes to

diately whereas in agreement to sale
Property in the goods passes To the buyer on future
date or on fulfilment of some condition.

v Sale is an executed contract whereas agreement fo
sale is executory contract.

v In case of sale, the seller can sue the buyer for the
price of the goods because of the passing of the
property therein to the buyer whereas in agreement
to sale The aggrieved party can sue
only and not for the price, unless the price was
payable at a stated date. .0

v In case of sale, A subsequent loss or destruction of
the goods is the liability of the buyer. Whereas in
case of agreement to sale Such loss or d
is the liability of the seller. (

v In case of sale, burden of risk is Or‘lrb%;\yer' whereas

g In case of agreement risk is on the'seller.
Sale Creates Jus in rem means r?ﬁh‘r against the

gholg world. Whereas agr-eirn‘e’r?r fo sale creates
us In personam means rights against a particular

party to the contract, |
"@CAFoundatio

-ence Between Sale And

Differ
. In case of sale, the proper

the buyer imme

B —

v In case of sale,

v In sale, The position of the buyer

for damages ¥ In case of sale, The buyer cannot terminate the

F 4 %
Eit?"ucfion . v

| | Y The buyer in sale ¢

Vi
In case of sale, The seller takes the risk of a

~ property in the goods jg
buyer immediately at the time
in hire purchase, the
ses to the hirer upon

t+ransferred to the
of contract. Whereas

property in 9°l°d5 ‘POTSI ar
t+ of the last instalment. : |
ALY is that of the

owner. of the goods. In hire purchase, The
position of the hirer is that of a bailee fill he

pays the last instalment.

contract and is bound to pay the price of the
goods. Whereas in hire purchase, The hirer may,
if he so likes, terminate the contract by
returning the goods to its owner without liability,
In case of sale, The buyer can pass a good title
to a bona fide purchaser from him. Whereas
hirer cannot pass any such title. s

an resell the goods whereas

hire purchaser cannot.

loss resulting from the i

n\ﬂﬁi‘é’éﬁ‘ hire purchase

hsolvency of the buye
, owner has no such r
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h-- oods at the
.-ht to sell the g i
has the 29 st return the
The cordition impliec Thmhsfohug’r ii”g; defective, the buyer mu goods
le turn

: he seller's Tif
the property is fo pass. Lty er. : : T
il S description, there is an implig

ice from th
+o the true owner and recover the price o E
Where there is a contract of §G|§ of BgL?Oer' ca)r,1 reject goods if it is not as per
condition that the goods shall correspond with the description. BUY |
Ry . The Act, however, does not
gjlsec r:lei;o:ou contract to sell peas, you cannot compel the buyer to +ake beans
l ‘d | T '- o ' . I W
B ds belong has been specified, e.g., 'Egyptian cotton, "java sugar"

* where the class or kind to which the goo
etc., and / et T :
‘where the goods have been described by certain characteristics essential to their |den‘r|flca1'|on, eg., jUT
bales of specified shipment, steel of specific dimension.
- ~aie by sanple - Ina contract of sale by sample, there is an implied conditi -
. fEe bulk shall correspond with the sample in quality. i oreitie
* the buyer shall have a reasonable o ' i :
* the goods shall be free from any gsgztrmrl'z;;rf:; fl'?:::gu;he it e sample,
merchantable, which would not be apparent 0

reasonable examination of the sampl ' ition i
. ple. This condit i :
rot be discovered by an ordindry ki d f'ﬁ" 's applicable only with regard to defects, which coul

avoid the contract. This «i ' € goods. If +
defect act- This simply means that the 900ds shal| be h:.e:e;: °Ts are latent, then the buyer ¢
°M any latent defect ie. a hidd

g W
b

B o onNofees












Risk prima facie passes with the property
be borne by the person who is the owner a

Tn case wh
t the time W

ere goods ar

lost or damaged, the burden of loss wil|
elo

hen the goods aré lost or damaged.

:na of ownership. The risk in the goods sold s
sing

: implies pas : sion
Passing of property implies ; seller's possession.
that of buyer and not of seller, though the goods may still be in'the

!

Depends upon two basic Factors:-

RS

Identification of Goods: Section 18 provides
that where there is a contract of sale for
unascertained goods, the property. in goods
cannot pass to the buyer unless and until the
goods are ascertained. The buyer can get the

ownership right on the goods only when the goods
are specific and ascertained.

Infentions of parties: The property in goods is
fransferred fo the buyer at such time as the parties
to the contract intend i+ to be transferred. Section
19(2) further provides that for the purpose of

gsec.:erlaining the intention of the parties regard shall
of -T%ee.rms - conduct of the parties - circumstances

———






less and unti| th,
is transferr ed 10,1
in the goods |
No property In

follows:
ods are ascertained. [Section 18]
go

les in respect of passing of IfmszscripﬁOﬂ
Thes:;llljnz of unascertained goods by e fifh
& unascertained or future gogdfs l:;yh o e Ihz -
iti riated to o
Uncond”":hmlkeagsp;ﬁf of the seller, fhebpr;5::TZiTher [ Of fref ey
buyer wi implied and may be ; it
Sl rsuance
) SSeS,fEHT mi}c’: bfieexf:f;er [Sezfion 23(2)]: Where, in pu
b ivery

or the sale
ertained goodshar‘z afsher‘e is a contract f f
rty of unafc( Sec 23 ) Wher

in a deliverable state qpg
iption and in @ buyer or by the
that descrip nt of the buy
nd goods of er with Theoa:S:asses o 'ThE_ buyer. Such
ds fhereul:he appropriation is que.
rafter t, the seller delivers the

er or not) for the purpose
' amed Oyt ol is deemed to have
' ther bailee (whether n _ isposal, he is deem
Foocsdoding buy.:r' thlogu;gmzrngr;oes not reserve the right of disp |
transmission to y
S:co:caf?fiona”y appropriated the goods to the contract.

section 25)-To secure that the price is paid before the property. ml

: certain conditions have been fulfilled.
Pite of the fact that the goods have already b

other bailee for the purpose of transmitti hg the same to the buyer, the
buyer till the condition imposed, if an

Property therein will not pass to t
Y. by the seller has beey, fulfilled. '_-_







nvey better tit[o

{ i b B
te o o wAPATE o i ae A
R A e LB £

_owner can co
In the following cases, a non-ow

™ to the bona fide purchaser of goods for value.
1 Mercant Good Title will be passed i
. - possession of the goods or documents with the consen

- sale in the ordinary course of business
 buyer had acted in good faith & no notice of the fact that the sell
omary course o

Mercantile Agent means an agent having in the cust
to sell goods, or to consign goods for the purposes of sale, or o buy goods, or for

of goods N
Sale by one of the joint owners: If one of several join‘]’ owhers Of gOOdS hClS The SO]e pOSSBSSiOﬂ Of 1'he

— e . m

st?ng,ljsosi:ao'rnoﬁn:??nco;?;n:rih Thedp;oper'fy in the goods is transferred to any person who buys them fr:

S ouner g aith and has not at 'rhel_‘h:n:n? of the contract of sale notice that the seller has

S0UIE ’ one ho 4! 18 \'.r,—'-r_._:_'.‘.‘;_,"._; :::_Id |: aoocde kit ljr§ - - -.

™~ but continues to be in Posséséid o 0005 DURCONTINUES In possession thereof: I -

: n of them . rzot: If a person ha

E:r‘:t;zidar};d if suc: person obtains the deli:ézli':fﬂ:l:ei?c;men? 1? { f}lﬂe 1o them, he ma‘:’ sell fhesms:c:dagt%i

ave good title to them, although +he hgood faith and wit i § )

- dlthough the property in the goods had pas}s‘Z:lefno:;‘ce of the previous sal

_ o the first buyer earlier.

pledge or other disposition of N
;hf fect of EeTohoel Where ‘;h:h:w%.oé‘;ﬁi@f‘ dOCU_men'r§ °_f title by the se| ler in >

~ The transferee will get q good title as Ggf;ir:gf e#l b}; the conduct from dénYi:o‘srieSSIon — vali

" e frue owner, g g the sellep s

. But p ers authority to se

Gd i c

the t w e
rue owner or asa person aufhor‘ized to sell ﬂ'l Id
the oTher per
_I_gqp_d_s,__ 4 out the oth person in question

n following cases ~
t of the owner

er had no authority 1o sell.
f business as such agent authority eith
aise money on the secupi







d willing to glve possession of thefll &

) ; - n g o= ¥ : I: 1
: The seller shal be“r'EaedZe‘;dY and willing to pay the price ¥
" : buyer sha
in exchange for the price, and the oy |6
goods to the buyer In q il et < ‘de
E)\Change for pOSSESSIOH of the 999 - L e e "__—_nd_o_.f_Bayer- or any O‘rherl per__s‘;;l\ l,/
== —_‘[ —— _;C__Jf}}EQ_QOOdS in pOSSGSSIO |9
| Anything which has effect of p .
| concerned

delivery of the whole ham |
A del_i\}ery of part of goods, in progress of the delivery

- in such goods, as a delivery of th,
| assing the property In . C oAk
)l :;Ei?:f 'bﬁrafg:iiﬁz:sojmf ::rf of Tﬁe goods, wu‘rh. an intention of severing it from the
[ whole: does not operate as a delivery of the remainder.

li ‘
| Apart from any express contract, the seller of goods is hot bound to deliver them ypfj &
| the buyer applies for delivery.

T = . | '4
’Goods sold are to be delivered at the place at which they are at the time of the saleﬁ deliy
and goods agreed to be sold are to be delivered at the place at which they are at the ]I_-
fime of the agreement to sell or if not then | ' | 1

[ are manufactured or produced.

| If time fixed - Within time other

Where the goods at the

5| leorr
A |-
wise Reasonable Time ¢

time of sale gre in Possession i ian urir!
. ! _ of a third | '
e o1 el e DTSN el o 7 buyer that he holés i
the issue or transfe ec. that nothing in this Section shqll ool " B
ansfer of any document of title to goods all affect the Operatioly Yam;
: ; i




B iven reasonable hour, What js
B Expenses  for | The expenses of and inei

deliverable state must be
very borne by the seller in r@gﬁmﬂﬁu

ot S Sl a confract to the contrary.

elivery of wrong Deliver‘ed GOOdS < ( Buye.r‘ MGY-EH'HT‘B I"'GJGC"' them but if GCCCPTS then
Mantity - pay for whole Delivered Goods » Contracted for - the buyer may accept the goods

tract and reject the rest, or he may reject the whole. If the buyer
ac;:e.pfs the whole of the goods so delivered, he shall pay for them at the contract
rate.

Goods mixed with different descri
accordance with the con

Peasonable hour is a question of fact

pfion - The buyer may accept the goods which are in

fract and reject, or may reject the whole.
instalment | Unless otherwise agreed, Th@&ér is not bound to accept delivery in instalments
eries:
Delivery fo| Subject to the terms of contract, the delivery of the goods to the carrier for

ier: fransmission to the buyer, is prima f

acie deemed to be delivery to the buyer
Jeterioration | Where goods are }bered at a distant place, the liability for deterioration necessarily
g transit: incidental to the course of transit will

all on the buyer, though the seller may agree to
deliver at his own risk.

“uer's right o | Buyer has reasonable opportunity to examine goods so that they are in conformity with
: F t
fire the goods: | the contract.

Order Hard Copy ( Color Book ) from igsir.in




- intimates to the seller Thﬁfﬁg had gcceptefe;
+ does any act to the goods, which is inconsis

he goods; or

ime
- retains the goods after the lapse of a reasonable fim

en the buyer-
is deemed T0 take place wh y
“Acceptance |

' ller; or
+ with the ownership of the se

~reh
e Yok gt §

" neglecting

: Buyer is
' f de
r refusing delivery of googds

not bound to refurn o<

| Buer is liable to the seller for any [og

occasioned b)_/ his neglec
of the goods.

t or refusal to take delivery and a

Iso for a reasonable charge for the care and CUSTOde

-------

LD SELLER - When ,.
1. whole of the price has not been paid or
tendered and the seller had an immediate
right of action for the price, pf_}'
2. BOE/NI has been received as conditional
payment, and the condition on which it was
received has not been fulfilled by reason of

the dishonour of the instrument or
otherwise. -'

{INPATN <El
ViIWT A

4: UNPAID S

.
ri -

ghbe

R (UPS/UP. seller)

RIGHTS OF UNPAID SELLER:
1. alien on the goods for the
 possession of them
- In case of the inso
stopping the goods
with fhe.pos__s'ession
a right Of_rg._..sq'le_ '

price while he is in
yer a right of
fter he has parted

lvency of the bu
in transit q
of them;







Duration of transit (Section 51):

1. Goods deemed to be in transit -

3

agent of the buyer.

Delivered to carrier ©

buyer until the buyer or his agent in that
2. If the goods are rejected by the buyer
the transit is not deemed to be at an e'nd, S
When goods are delivered to a ship chartered by
circumstances of the particular case, whether they are in

Where part delivery of the goods has been made to th
the goods may be stopped in transit, unless such part del
show an agreement to give up possession of the whole of the goods.

How stoppage in transit is effected (Section 52):- 1.By taking actual possession of Goods

e

he purpose of transmission 4, the |

. t :
r other bailee 1’0f"1c om such carrier or other bajle, | -

behalf takes

: of them Tr : : :
iih::rthe bailee continues In possession of t
and the carri

; hem | -
. back n

ed to receive Them bk ] &
even if the seller has refus it is a question depending on yy,

the possession of the master as a carrier op g |

e buyer or his agent in that behalf, the remainder of
delivery has been given in such circumstances qst

B T T T

. 2.By qivir

} notice not to deliver goods.

the goods, he shall re-deliver the goods to,
re-delivery shall be borne by the seller.

Where the notice of stoppage in transit is

given by the seller to the carrier or other bailee in possession o
or according to the directions of, the seller. The expenses of su

Right of Lien

Right of Stoppage in Transit

' retain possession

regain possession.

Seller should be in possession of goods

Buyer may or may not be insolvent

possession with carrier & b

dyer not acquired possesion
Insolvent buyer

| Before right of lien

inS Wheh Sha i
begins when the right of lien ends
I .

1er H fala T, . [ i
'ard Copy ( Color | aok ) from

IBsinin







Q-v W AN WU N W

Do

T of a perishable nature. er in transit resells the goods -
:: w:e:: I:: g:zs:ri;ein goo?is has not passed *ﬁ.fhfi bhu: of lien or stoppage 4

v Wh:r'e. an unpaid seller who has exer?CIsed Is g O STl N o Of:;

Acquires good title even if notice n‘cr';1 ?Iv?n;"e <dle is expressly’r eser‘\fleg ;r; L |

- by the seller where a right ot re- original bu : |

4 :o;iesflganysell on buyers default - Can recover Fiamages f;?lnjrhe goo ds: If after the receipt of such notice

v Where he gives notice to the buyer of his intention to re-s . b zellerimay AT goods, Seller

fheebu er gairs within a reasonable time to pay or tender ’rhe'_ Pr"cei hen he has given notice of resdle 3

o - Diff between CP & Resale price * Retain Profit - only w : fit then ret

s 1L LD e ivi ice - Seller cannot recover loss, if pro eturn

buyer.Thus if goods are resold W.O giving notice

original buyer.

o Y 3G y = -

* the property in the goods 5ii o | can be recovered

has passed to the buyer and the buyer ' fgr hon-acceptance cont only if specific
refuses to pay as per terms the seller may \'Where the buyer - ¢ the agreement is there,

sue him for the price of the goods. - Where.  wrongfully heglects Sener‘ may treat If ho  specific
under a contract of sale,” the price is or refuses fo accept the contract as agreement - the

payable on a certain day irrespective of ang Pay for the rescinded and seller may charge

delivery and the buyer wrongfully neglects
or refuses to pay such price, the )s(e”egrj' may S dselleh sue damages for interest on

: _ may sue hi :
;uihhlm focr" the price although the property dan):ages fhc::\ for The,_ : breach - price when |
o o has not passed and the goods acceptance o anticipatory becomes due from

h . or
ave rot been appropriated to the contract, breach ofikstich day as he ma

contract, notify to the buy_






Where

are sold

each lot is prima
facie deemed to
be subject of a
separate
contract of

sale.

e ler techall not b lowful

'
It is complete when the
auctioneer announces its
completion by the fall of hammer
or in any other customary
manner  and  unfil  such

announcement is made, any
bidder may retract from his bid

. expressly. bY or
on behalf of the se,-ller' cm.d
where such '@ right 1S
expressly reserved, but not
otherwise, the seller or any
one person on his behalf

may bid at the auction.

v

/ the seller: to be subject to a right o bid on behalf
for the seller to bid himself or to employ any

[SJ:'rI':gn to bid at such sale, or for the auctioneer knowingly to take any bid from the
or any such person; and any sale contravening this rule may be treated as

fraudulent by the buyer,

The
sale may be notified|
to be subject tg ¢
reserve or  upset!
price; and '-

T

ladingy
If the seller makes
of pretend
bidding to raise th
price, the sale |
voidable at th
option of the buyer
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Introductio .
Awareness of law is essential
to become a full-ﬂedge_d
Chartered Accountant. This
is because a Chartered
Accountant is the first level
of contact on many legal
matters. So, we should
possess knowledge of law so
that we can advise our
management and clients on
legal matters at a basic or
threshold level.

The purpose of a regulatory

framework is to provide a set

of uniform rules and
regulations that will govern
the conduct of people |

interacting with each other
In personal as well qg
business relationships.

v Precedents or the Judicial

‘ and in

—

Law is a set of obligcllofions ?2::, |
s iths: ingywelfare |

governmenf for secur

d providing justice |
§:diap"s legal framework reflects | !

the social, poli’rical, economlc{i
and cultural aspects of our vas |
and diversified country. |

to society. |

The main sources_of law in India
are
v Constitution,
Y the stafutes or laws made by
Parliament and State
Assemblies,

. Decisions of various Courts

some  cases,

established Customs and

Usages,

' Whenal

| (after discussion and debate, the |ay

/Tt then has to obtain the assent of
' the President of India. |

| Findlly, the law will be notified by the

—

aw is proposed in parliament | |
it is called a Bill. | 1

1 i

is passed in Lok Sabha

Thereafter, it has to be passed ip
Rajya Sabha. 1

l

Government in the publication call
the Official Gazette of India. The la
will become applicable from the dat
mentioned in the notification as th

effective date. Once it is notified an
effecﬁve, :

Parliament.




minal law .
"'l::ina' law is concerned
.

laws pertaining to
ions of the rule of
or public wrongs and
nishment of the same.
inal Law is governed
» the Indian Penal
1860, and the Code
Criminal  Procedure,
rpc). The Indian
de, 1860, defines
e, its nature, and
nts whereas the
nal Procedure Code,
| 973, defines exhaustive
edure for executing
unishments of the

+— Types of laws in Indian Le

)
Civil Law

Matters  of disputes  between

individuals op organisations are deqlt
with under Ciyil Law. Civil
enforce the violatio

of a civil suit. civil law  primarily
focuses on dispute resolution rather
than punishment. '

The act of process and the
administration of civil-law are governed
by the Code of Civil Procedure, 1908
(CPC). Civil law “can be further
classified into Law of Contract, Family
Law, Property Law, and Law of Tort,
Some examples of civil offences are

breach of ~contract, non-delivery of *

goods, non-payment of dues to lender
or seller defamation, breach of
contract, and disputes between
landlord and tenant.

gal System —

courts .
> The n of certain rights.
and obligations through the institution

~ Common Law:
A judicial precedent or a case law is
common law. A judgment delivered
by the Supreme Court will be binding
Upon the courts within the territory
~of India under Article 141 of the
“Indian Constitution. The doctrine of
Stare Decisis is the principle
supporting common law. It is a Latin
phrase that means "to stand by that
which is decided." The doctrine of

Stare  Decisis reinforces the
obligation of courts to follow the
same  principle or  judgement

established by previous decisions
while ruling a case where the facts
are similar or “on all four legs” with
the earlier decision.

Principles of Natural Justice:
Natural justice, often known as Jus
Natural  deals  with  certain
fundamental principles of justice
going beyond written law.




een citizens or between citizens and the

etation of the Acts and Codpeg

When there is @ dispute belW

s are resolved by the judiciary- interpr
i : sion of the 1N

m of India are: Regula e ol

mong the citizens ©
llowed by the

In the hierarchy of courts, the Supreme Court is at the t0p, fo by ™
{ Court is the apex body of the Jl:IdICICII"y.- .
authority appointed under Article 126, The

1. Supreme Court: The Supreme A
January, 1950. The Chief Justice of India is the hig est ; ; )
sts of seven members including the Chief Justice of India, Ay |
+ition under Article 32. i

pripqipal bench of the Supreme Court consi
individual can seek relief in the Supreme Court by filing a writ pe
territory is the High Court. In Indig,
i

2. L’”Qh Court: The highest court of appeal in each sfate and union
there are twenty-five High Courts, one for each state and union territory, and one for each state and
'l

f fundamental rights in High Court by

union territory. An individual can seek remedies against violation o

claims for damages , etc. The Cou i
, efc. rts of Sessions d i imi ol
gzzzr;c;robcon;rol. Courts get territorial J urisdicfio: al:lfxszghorf r;}TmGI malfensFliri e ction ety
el ased on the local limits within which the parties r'e.sidee. G:: G:hcovered by them. Cases g
4. Metropolitan Courts: e property under dispute s
. s:-Metropoli |
High Court where the po f"OP'ohfgn courts are established in metronoli ‘g |
population is ten lakh or more. Chief Metro OT'?”C'" Cities in consultation with the

oli ; '

politan Magistrate has powers as Chie

Judicial Magi :
class. agistrate and Metropolitan Magistrate has powers as th
as e COU[“]‘ Of 1
a Magistrate of the firs

Government, these dispute
The functions of judiciary syste
Dispute Resolution, Promotion of fairness a

High Courts and District Coypts

I+ was established on 264, ¥







