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7. A proposal when accepted becomes a
(a) Promise
(b) Contract
(c) Offer
(d) Acceptance
Answer:(a)

8. If A says to B “I offer to sell my house to you for X 40,00,000” and B accepts the offer by saying clearly “I
accept your offer”, it is a/an
(a) Implied offer
(b) Express offer
(c) General offer
(d) None of the above

Answer:(b)

9. ‘A’ offered a reward of X 1,00,000 for recovery of some valuable missing articles. ‘B’ who did not know of
this offer, found the missing articles. Which one of the following is the correct solution to this problem?
(a) Giving delivery of articles to ‘A" amounts to an acceptance and hence ‘B’ is entitled to get the
reward of X 1,00,000
(b) Giving delivery of articles to ‘A” amounts to performance of a condition precedent to an offer
and hence there is valid acceptance. So ‘B’ must get the reward of X 1,00,000
As there is no acceptance of an offer due to want of Knowledge, ‘B’, is not entitledto get the
reward of X 1,00,000

Int ‘e absence of any legal obllgatlon on ‘A, no claim for reward of X 1,00,000 is maintainable

(ehee

(d)

Answer:(c)
our. He offers to sell one of the cars to
Bas‘u'agrees to buy the car thinking that
become a valid contract?

Basu 'thinki‘ng hat he is sel ing the car whic

Arun is sellmg the car th% has red CO'YW!" this agCent
e
: (a) Yes§ gm § gﬂg g
(c Insufﬁcnent information

(d) None of the above.
Answer:(b)

ice tag attached to the dress. A buyer interested in the

11. A dress is displayed in the showroom with a pri
he tag approached the shopkeeper for purchasing the

dress and ready to pay the price mentioned in t
dress. :

(a) The shopkeepe
(b) The shopkeeper cannot refuse to sell the dress as the buye

(c) In case of refusal, the shopkeeper will be liable for breach of contract
(d) The shopkeeper cannot refuse to sell the dress but may charge higher price

r can refuse to sell the dress as display of dress is just an invitation to offer.
r has accepted the offer

Answer:(a)

12. A agrees to pay X 1,000 to B if a certain ship returns within a year. However, the ship sinks within the

year. In this case, the contract becomes
(a) Vvalid
(b) Void
(c) Voidable
(d) Illegal
Answer:(b)

Chapter 2.1 Nature of Contracts
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13. A notice in the newspaper inviting tenders is
(a) a proposal
(b) An invitation to proposal
(c) A promise
(d) An invitation for negotiation
Answer:(b)

14. A telephonic acceptance is complete when the offer is
: (a) spoken into the telephone
(b) heard but not understood by the offeror
(c) heard and understood by the offeror ; it
(d) is received, heard and understood by some person in the offeror’s house.

Answer:(c)

15. A and B agree to deal in smuggled goods and share the profits. A refuses to give B’s share of profit.
In this case:
(a) B can enforce the agreement in the court
(b) B can only claim damages
(c) B has no remedy as the contract is illegal
(d) B can enforce the contract and claim damages
Answer:(c) '

16. Which one of the following statements is correct?

#

(a) “C an“be enfq e gt ﬂ;le tapt'lorgz of aggrieved party
“(Byi.Can’ be enforced at thqutior’i of both the parties
“{€)>" Cannot be enforced in a court of law
(d) Courts prohibit
Answer: (a)

18. When offer is made to a definite person, it is known as
(a) General Offer
(b) Cross Offer
(c) Counter offer
(d) Special offer
Answer: (d)

19. On the face of a ticket, it is mentioned that t
bought the ticket but didn’t read the terms and(::(i::l:h?r:sth:eterms BT Sk bohina. . 4
(a) is not bound by the terms and condttion
(b) may decide to bound by certain terrr
(c) is bound by all the terms and conditi

(d) none of the above
Answer: (c) ‘
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20. It does not effect the free consen
(@) Fraud
(b) Coercion
(c) Incompetency of parties

(d) Undue Influence
Answer: (c)

t of the parties,

21, contract is made without intention of parties,
(a) Express
(b) Implied
(c) Quasi
(d) Executory
Answer: (c)

22, A offers B to supply Books at Rs.

500 each. B accepts the same with condition of 30% discount. It is

(a) Counter Offer
(b) Cross Offer
(c) Specific Offer
(d) General Offer
Answer:(a)

50,000 with a condition that if B does not reply within

( A correct in his proposition?

Answer 1 %
Acce%anc : 3 : ied"merely from'the silence of the offeree, evenif it is expressly
stated'in th%gﬂ‘er itsetﬁ*t%n!esss the offeree has by his previous conduct indicated that his silence amount

e it cannotbe taker lfd : ¢ : ﬁegso,m the given problem, if B remains silent, it does

within the time limit prescribed by the offer. The acceptance of an offer
: time prescribed by the offeror has elapsed will not avail to turn the offer into a contract.

8 G

Question 2 i n e : o
State whether there is any contract in following cases:
(a) Aengagesstodocertam work and remuneration to be paid as fixed by C.
(b) A and B promise to pay for the studies of their maid’s son
 {c) A takes a seat in public bus.
: (d) A, a chartered accountant promises to help his friend to file his return.
. Answer2 . ; : :
: ~ (a) Itis a valid express contract
(b) It is not a contract as it is a social agreement
(c) Itis an implied contract. A is bound to pay for the bus fare. : .
(d) It is a social agreement without any intention to create a legal relationship.

~ Question 3 - st of the

‘ Miss Shakuntala puts an application to be a teacher in the school. She was al:n)o""‘efj :Zr:::ut;usut bk
school. Her friend who works in the same school informs her about he-r appointmel"t ':;im ) d:amag <P
due to some internal reasons her appointment was cancelled. Can Miss Shakuntala c

- Answer 3 i lete as

. it ce is comp
No, Miss Shakuntala cannot claim damages. As per Section 4, CO“'fm“mca“on fat Bal
against proposer when it is put in the course of transmission to him.

Chapter 2.1 Nature of Contracts
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: v lotter in transmission. Her information frq
In the present case, school authorities have not put any offer letter in tre m
= 220, o L

a third person will not form part of contract.

Section B: RTP, MTP & PYP Questions

uestion 1 : .
i State which of the following agreements are valid contract under the Indian Contract Act, 18727

{a) A, who owns two cars is selling red car to B. B thinks he is purchasing the b;atck i(;ar.
{b) A threatened to shoot B if he (B) does not lend him X 2,00,000 and B agreed to it.

() A agrees to sell his house to B against 100 kgs of cocaine (drugs).

is bi . B agrees to buy bike.
{d} A ask B if he wants to buy his bike for X 50,000 o ;
{e) Mr. X agrees to write a book with a publisher. But after few days, X dies in an accident.

(RTP May’23)

Answer 1 . :
{a) A, who owns two cars is selling red car to B. B thinks he is purchasing the black car.

There is no consensus ad idem and hence not a valid contract. ‘
{b) A threatened to shoot B if he (B) does not lend him %2,00,000 and B agreed to it.
Here the agreement is entered into under coercion and hence not a valid contract.
(c) A agrees to sell his house to B against 100 kgs of cocaine (drugs). Such agreement is illegal as the
consideration is unlawful.
(d) A ask B if he wants to buy his bike for ¥ 50,000. B agrees to buy bike. It is agreement which js
enforceable by law. Hence, it is a valid contract.
(e) ‘,M)r. X agfég; to write a book with a publisher. But after few days, X dies in an accident.
" Here the coﬁtract becomes void due to the impossibility of performance of the contract.

Questlonz
Mf.’i?arthg_ v
member of the school nt comr

appoint sbmébge els'g'agg prjncipal. r. Parth filed a suit against the school for cancellation of his
appointment and claimed éa}iageﬁ“for l&?{éfés;hlgry. State with reasons, will Mr. Parth be successful in
suit filed a A

> £ %4 f 17 Ge i ;Q Wxgi; 7 £ Weos? Gt
inst school under th&e‘indlan Co%ﬁt%f'act'A‘ct, 1872? (RTP Jun’24, Nov’21)

As per the rules of acceptance, the acceptance should be communicated to offer or by offeree himself
or by his authorized agent. Communication of acceptance by third person cannot be concluded as valid
acceptance, : ‘

In the instant case, Mr. Parth applied for a job as principal of a schooland one member of the school
management committee ipri.vatelyinformed‘ Mr. Parth that he was appointed. Later, the management of
the school appointed someone else as a principal. "

Question 3

M - . ‘ 4 : ‘ 4 - 5
r. Joy owns two flats in a building. He wanted to sell flat no.101 to mr. Roy. Mr. Joy offered to sell

~ his flat no.
. At no. 101 to Mr. Roy, but Mr. Roy thought that Mr. Joy wanted to sell flat no. 102 and said yes

‘ » ‘ i » - Hfe H (:ll

Chapter 2.1 Nature of Contracts
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In .thelpresent case, both the parties have given a free consent but they
thing in the same sense. Mr. Joy wants to sell flat no. 101
that it's flat no. 102,
Hence, the agreement would be invalidated at the i i inni

ce, th e inception (beginning) stage itself bec
parties did not agree about a thing (sale of flat) in the same sense. Hence, both the partiezudsiz i
mutual consent for the contract; therefore it is not a valid contract. Wt

are not consenting for the s
ame
and Mr. Roy has agreed the contract thinking

Question 4
“All contracts are agreements, but all agreements are not contracts”. Comment.
(MTP & Marks Jun’22) (SM) (MTP 4 Marks, Nov’21)
Answer 4
An agreement comes i ist
ik ither el es :‘r?to existence whfen one party .makes a proposal or offer to the other party and
3 p gives is acceptance to it. A contract is an agreement enforceable by law. It means that
to become a co‘nt.ract, an agrgement must give rise'to a legal obligation i.e. duly enforceable by law. If
an agreement l? incapable of creating a duly enforceable by law, it is not a contract. There can be
agreements‘ whu.:h are not enforceable by law, such as social, moral or religious agreements. The
agreement is a wider term than the contract. All agreements need not necessarily become contracts but
all contracts shall always be agreements.
f\“ agreements are not contracts: When there is an agreement between the parties and they do not
intend to create a legal relationship, it is not a contract. -
All contracts are agreements: For a contract there must be two things (a) an agreement and (b)
enforceability by law. s s
Thus, exi of an agreement is a pre-requisite existence of a contract. Therefore, it is true to say that
all contract% e agreements. Thus, we can say that there can be an agreement without it becoming a
contract, but we can’t have a contract without an agr

Question 5

Expla g agre e1§$nts under the Indian Contract Act, 1872:
(a) in i ggage of A to be carried out of the railway station without being

; and A allows him to do so.
(b)

tion g”0§ﬂ!"§leg' E’g’aj@? ds to retu n them to the true owner.
() Aco act with B (owr ero fa ) for the supply of 10 tons of sugar, but before the supply

is affected, thé fire caught in the factory, and everything was destroyed. (MTP 4 Marks Nov’22)

Answer 5
(a) Itis animplied contract and A must pay for the services of the coolie detailed by him.

Implied Contracts: Implied contracts come into existence by implication. Most often the implication

is by law and or by action. Section 9 of the Act contemplates such implied contracts when it lays

down that in so far as such proposal or acceptance is made otherwise than in words, the promise is

said to be implied. ; .
(b) Obligation of finder of lost goods to return them to the true owner cannot be said to arise out ofa
contract even in its remotest sense, as there is neither offer and acceptance nor consent. These are

said to be quasi-contracts. ) ' b
Quasi-Contract: A quasi-contract is not an actual contract but it resembles a contract. It is create

by law under certain circumstances. The law creates and enforces legal rights and obli‘ga-tlons v«::haecnt
no real contract exists. Such obligations are known as quasi-contracts. In other w9rds, itisa cg:t:act
in which there is no intention on part of either party to make a contract, but law imposes a c

upon the parties.

(c) The above contract is a void contract.
Void Contract: Section 2 (j) states as follows:
becomes void when it ceases to be enforceable”. Thus,

enforced by a court of law.

eable by law

“A contract which ceases to be enforc
h cannot be

a void contract is one whic

Chapter 2.1 Nature of Contracts
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Question 6 2 fai p
Ashwin goes to super market to buy a Air Conditioner. He selects a branded Air Conditioner having 5

price tag of X 40,000 after a discount of X 3000. Ashwin reaches at cas:hiczznize;ofc;risr::::‘:gfr?e
payment, but cashier says, “Sorry sir, the discount was up-to.ye.sterday% TR B e m
today. Hence you have to pay X 43,000.” Ashwin got angry and insists for : $ i .at e r.ns
whether under Indian Contract Act, 1872, Ashwin can enforce the ::ashlle;;Ts: ey price
i.e. X 40,000. (MTP 4 Marks Apr’23) (RTP May’22) (PYP 3 Marks Dec’23) ( 5

{(MTP 4 Marks Aug'24)

Answer 6 . : ; :
An invitation to offer is different from offer. Quotations, menu cards, price tags, advertisements in

newspaper for sale are not offer. These are merely invitations to. pu'blit? to make ?r? ofdfer. An anuta‘luc.m
to offer is an act precedent to making an offer. Acceptance of an invitation to an offer does not result in
ract and only an offer emerges in the process of negotiation. _ : .

lt:‘:hceoaifant case, AZhwin reaches ti super market and selects a Air Conditioner wut!'\ a discounted price
tag of X 40,000 but cashier denied to sell at discounted price by saying 'Fhat discount. is closed from today
and request to make full payment. But Ashwin insists to purchase at discounted price. '

On the basis of above provisions and facts, the price tag with Air Conditioner was not offer. It is merely
an invitation to offer. Hence, it is the Ashwin who is making the offer not the super market. Cashier has
right to reject the Ashwin’s offer. Therefore, Ashwin cannot enforce cashier to sell at discounted price.

Question 7
Mr. Ayush is the principal in Modern Public School. For this purpose, he contracted with Yograj Biscuit
Compa'riy ‘Ayush visited the workshop of Yograj Biscuit Company and was very much satisfied with
th%auality of biscuits. He also found that a large number of varieties of biscuits are manufactured in

th;jé" workshgp. Hg orderq% 12000 packs of biscuit aqg gave the token money but did not specify the

needed. Yograj Biscu m ny did not supply the biscuits on the due date.
t against Yograj Bi any for compensation. State with reasons, whether
| ract Act, 1872?

he; Igwd;gngéntﬁag: ‘ c%lS%é;’zheg meaning o'f“"agr(e;em‘enkt must be certain and not vague or
he’%;’;ig;é%ir%ﬁo% gr 'e%&enti not'certain, the agreement is not enforceable by law.

ant case, Mr. Ayush is being principal in Modern Public School ordered 2000 packs of biscuits
to Yograj Biscuit Company for the purpose of distribution on Republic Day among students. He also gave
the token money but did not specify the category of biscuits. Yograj Biscuit Company did not supply the
biscuits on the due date and Mr. Ayush filed the suit for compensation.

On the basis of above provisions and facts, it can be said that the agreement was not enforceable for
want of certainty of meaning as Mr. Ayush did not specify the category of biscuits. Hence, Yograj Biscuit
Company is not liable to pay any compensation to Mr. Ayush.

Question 8

Mr. Nikhil has decided to get interior work for his new office. For this purpose, he entered into a
contract with M/s Sherry Fine Interiors. It was agreed that M/s Sherry Fine Interiors will complete the
interior work latest by 31st January, 2023. On 31st January, 2023, Mr. Nikhil observed that only 20%

10 30% work has been completed. He decided to cancel the contract with M/s Sherry Fine Interiors.

- On cancellation of the contract, M/s Sherry Fine Interiors filed a suit against Mr. Nikhil for recovery of
tl.\e cost which it has incurred on the interior work. Mr. Nikhil argued that M/s Sherry Fine Interiors
did not complete the work within the time as per contract and further the work done till 31st January,
2023 by M/s Sherry Fine Interiors was of no use for him as he has to appoint a new interior designer.
Explain, whether Mr. Nikhil is liable to pay the cost of work done by M/s Sherry Fine Interiors under
the provisions of Indian Contract Act, 1872? (MTP 4 Marks Dec’23)
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Answer 8

Section 2(i) of Indian Contract Act, 1872 provides that an agre

: . rement 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
Further, when a party to a contract promise to perform a work within a specified time, could not perforC :
with in that time, the contract is voidable at the option of the promisee. If promisee has received ar:n
benefit, he must return to promisor. . >
In the given problem, the contract is voidable at the option of Mr. Nikhil as work is not completed within
the time agreed in the contract. Further, Mr. Nikhil is not liable to pay the cost incurred by M/s Sherry
Fine Interiors as that cost did not provide any benefit to him and he has to appoint a new interior
designer.

Question 9 (Includes concepts of 2.3- Other essential elements of a contract)

X agrees to pay Y X 1,00,000/-, if Y kills Z. To pay Y, X borrows X 1,00,000/- from W, who is also aware
of the purpose of the loan.

Y kills Z but X refuses to pay. X also to repay the loan to W. Explain the
validity of the contract.
() Between X and Y.

(i) Between X and W (PYP 4 Marks Nov’22)
Answer 9 /

lllegal Agreement: It is an agreement which the law forbids to be made. As an essential condition, the
lawful consideration and object is must to make the agreement valid. (Section 10). As per Section 23 of
the Indian Contract Act, 1872, an‘é‘gl‘eémeht‘is illegal and void, if the consideration and object is unlawful
1 contrary to law i.e. if forbidden by law. Such an agreement is void and is not enforceable by law. Even
the connected'agreements or collateral transactions to illegal agreements are also void.

In the present case, A e

(i) X agree iV to Y if Y kills Z.

s, the'agreement between X and Y is void agreement

: s
re

>f th ‘ ?.qufrj:iose of the loan. Thus, the agreement
ents of an illegal agreements are also void.

Question 10" et N e \ :

Radha invitgd her%gé&ﬁ@‘é} O%ﬁ;@ﬂ? 25th birthday party on 1st January, 2023 at 7.30

P.M. at a well-known "Hi-Fi Restaurant" at Tonk Road, Jaipur. All invited friends accepted the

invitation and promised to attend the said party. On request of the hotel manager, Radha deposited
X 5,000/3 as non-refundable security for the said party. On the scheduled date and time, three among
ten invited friends did not turn up for the birthday party and did not convey any prior communication
to her. Radha, enraged with the behaviour of the three friends, wanted to sue them for loss incurred
in the said party. Advise as per the provisions of the Indian Contract Act, 1872.
Would your answer differ if the said party had been a "Contributory 2023 New Year celebration Party"
organized by Radha? (PYP 4 Marks Jun’23)

Answer 10

As per one of the requirements of Section 10 of the Indian Contract Act, 1872, there must be an intention
on the part of the parties to create legal relationship between them. Social or domestic agreements are
not enforceable in court of law and hence they do not result into contracts.

In the instant case, Radha cannot sue her three friends for the loss incurred in the said parjcy as the
agreement between her and her ten friends was a social agreement, and the parties did not intend to
create any legal relationship. : \ -

If the said party organised by Radha had been a “Contributory 2023 New year celebration party", then
Radha could have sued her three friends for the loss incurred in the said party as the agreement between

her and her friends would have legal backing; on the basis of which Radha deposited the advance amount
and the parties here intended to create legal relationship.

Question 11

: ; t, 1872.
Distinguish between Void Contract and Voidable Contract according to the Indian Contract Ac
(PYP 5 Marks Jun’23)

Chapter 2.1 Nature of Contracts
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act are as follows:

Answer 11 i e e
The differences between void contract and voidable Voldable Contract
[Sec] - TBasis | A Void Contract i

No. e An agreement which is enforceable by law
Sy PR R ceases to be An agreeme :

1 D 3 Cfontr:(t:)tl;Nl?\:claw becomes void at the option of one or mor.e of tffl&;_; parties
il to be enforceable. thereto, but not at the option of the other
when it ceases R voiggtg_lg_cgn_t,r_a,_q_-mm___\

T T -eable the option of |
: ; It is enforceable only at '

% jEnfprceabltie \;g;c(i:ecco'r;ttr:ﬁt e aggrieved party and not at the option of
4 : the other party. ' .

3 | Cause A contract becomes void due to A contract becomes a voadablffcrc;r;tract if

: change in law or change in the consent of a party was no .
circumstances beyond the
contemplation of parties. o
‘ i rty does not, within
4 | Performance | A void contract cannot be If the agg”e‘_’Ed RALLY: & e
of contract performed. reasonable time, exercise his right to
avoid the contract, any party can sue the
other for claiming the performance of the
contract.
5 | Rights A void contract does not grant any | The party whose'consent was not fr.ei.has
legal remedy to any party. the right to rescind the contract' within a
reasonable time. If so rescinded it
becomes a void contract. If it is not
| rescinded it becomes a valid contract.

Question 12

greements are valid or void:
ction should be brought upon in case of breach.

get'é“i't.giol _
P 3 Ny §§\ . &%“ {&\;( 3
A clause in a contract p?ovué%ed thatnoa

(i

(i) Where t courts have jurisdiction to try a suit, an agreement between the parties that the suit
should =d in one o\t ose c&‘#rts“ i&c& ne and not in the other.

(iii) X off sell his Maruti car ?&”y Y believes that X has only Wagon R Car but agrees to buy it.

(iv) X, a| ysician and surgeon, employs Y as an assistant on a salary of X 75,000 per month for a term of
two years and Y agrees not to practice as a surgeon and physician during these two years.
(PYP 4 Marks, Jul’21) (RTP Jan’25)

Answer 12 :

(i) The given agreement is void. : ,

(ii)

(i)

(iv)

Reason: As per Section 28 of "Athe Indian Contract Act, 1872, this clause is in restraint of legal
proceedings because it restricts both the parties from enforcing their legal rights.
Note: Alternatively, as per Section 23 of the Indian Contract Act, 1872, this clause in the agreement
defeats the provision of law and therefore, being unlawful, is treated as void.
The given agreementisvalid. =~
Reas_on: An agreement in res,traiﬁta’ﬁf‘[égai ‘pr,oceeding is the one by which any party thereto is
, restnctf:d absolutelyfrqm gﬁforcingg;hi-s\\_,rightslu‘nder’a contract through a Court. A contract of this
nature is void. However, in the given statement, no absolute restriction is marked on parties on filing
of suit. As per the agreement suit may be filed in one of the courts having jurisdiction
The said agreement is void. ; : :
::\eearset)iﬁ: Thls ‘agreemgnt‘ii’s void a; the two parties are thinking about different subject matters so that
S no real consent and the agreement may be treated as void because of mistake of fact as well
as absence of consensus.
The said agreement is valid.
::;-’;‘:';-S’:; Zil;e:;':snitst;v which any person is restrained from exercising a lawful profession, trade or
. Is to that extent void. But, as an exception, agreement of service by which an

employee binds himself during th i i i
15 el & the term of his agreement, not to compete with his employer is not

Chapter 2.1 Nature of Contracts
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Question 13

Shambhu Dayal started “self service” system in his shop. Smt. Prakash entered the shop,
and after taking articles of her choice into the basket reached the cashier for payments. The cashier
refuses to accept the price. Can Shambhu Dayal be compelled to sell the said articles to Smt. Prakash?

Decide as per the provisions of the Indian Contract Act, 1872. (MTP 4 Marks, Apr'21) (SM)
(MTP 3 Marks, Nov’21)

Answer 13

Invitation to offer: The offer should be distinguished from an invitation to offer. An offer is the final
expression of willingness by the offeror to be bound by his offer should the party chooses to accept it.
Where a party, without expressing his final willingness, proposes certain terms on which he is willing to
negotiate, he does not make an offer, but invites only the other party to make an offer on those terms.
This is the basic distinction between offer and invitation to offer.

The display of articles with a price in it in a self-service shop is merely an invitation to offer. It is in no sense
an offer for sale, the acceptance of which constitutes a contract. In this case, Smt. Prakash by selecting
some articles and approaching the cashier for payment simply made an offer to buy the articles selected
by her. If the cashier does not accept the price, the interested buyer cannot compel him to sell.

took a basket

Question 14

Mr. Shekhar wants to sell his car. For this purpose, he appoints Mr. Nadan, a minor as his agent. Mr.
Shekhar instructs Mr. Nadan that car should not be sold at price less than Rs. 1,00,000. Mr. Nadan ignores
the instruction of Mr. Shekhar and sells the car to Mr. Masoom for Rs. 80,000. Explain the legal position
of contract under the Indian Contract Act, 1872 whether:

(i) Mr. Shekhar can recover the loss of Rs. 20,000 from Mr. Nadan?

(i) Mr. Shekhagi:ar‘if{ecover his car from Mr. Masoom? (MTP 4 Marks, Nov’21)

Answer 14 e -
At:cording to the io dié_h Contract Act, 1872, a minor is disqualified from
contracting. ntract wi but miner can act as an agent. But he will not be liable
to his princi hi e =

In the instéﬁi_ case{ %% S \ Nadan, a minor as his agent to sale his car. Mr. Shekhar
clearly instruéed to Mr. Nadan that the minimum sale price of the car should be Rs. 1,00,000 yet Mr.
Nadan sold the é:agrte Mgi?;@)aﬁ o & YAroo
(i) Considering the fé’igtj,&lt é ' the cc Mr:Shekhar and Mr. Nadan is valid, Mr. Nadan will
not be liable to his principal for his acts. Hence, Mr. Shekhar cannot recover the loss of Rs. 20,000.
(i) Further, Mr. Masoom purchased the car from agent of Mr. Shekhar, he got good title. Hence, Mr. Shekhar
cannot recover his car from Mr. Masoom.

Question 15 ; , :
Explain the type of contracts in the following agreements under the Indian Contract Act, 1872:
(i) Rahul contracts with Bhanu (owner of the factory) for the supply of 10 tons of sugar, but before the
supply is effected, the factorycatches fire and everything is destroyed.
(i) A coolie in uniform picks up the luggage of Rohan to be carriedout of the railway station without
being asked by Rohan and Rohan allows him to do so.
(iii) Obligation of finder of lost goods to return them to the true owner. (RTP Sep’24)
Answer 15
(i) Itisa void contract. 5 :
Void Contract: Section 2 (j) of the Indian Contract Act, 1872 states as follows: “A contract which ceases to
be enforceable by law becomes void when it ceases to be enforceable”. Thus, a void contract is one which
cannot be enforced by a court of law.
(i) Itis animplied contract and Rohan must pay for the services of the coolie.
Implied Contracts: Implied contracts come into existence by implication. Most often the implication is by
law and or by action. Section 9 of the Indian Contract Act, 1872 contemplates such implied contracts when

it lays down that in so far as such proposal or acceptance is made otherwise than in words, the promise is
said to be implied.

Chapter 2.1 Nature of Contracts
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hem to the true owner cannot be said to arise out of a contracy
offer and acceptance nor consent. These are said to be quas;.

jal contract, but it resembles a contract. It is created by |ay,
s and enforces legal rights and obligations when no reg
uasi-contracts. In other words, it is a contract in which there

e a contract, but law imposes a contract upon the parties.
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Chapter 2.2
Consideration
Section A: Study Material Questions

Multiple Choice Questions
1. Which of the following statement is false? Consideration:
(a) Must move at the desire of the promisor.
(b) May move from any person
(c) Must be illusory
(d) Must be of some value
Answer:(c)

2. Consideration must move at the desire of
(a) Promisor
(b) Promisee
(c) Any other person
(d) Any of these
Answer:(a)

3. Consideration may be
(a) Past
(b) Present
(c) Future

ll\\§9f the above

Answe(ild)

; w e Q*‘
5. Which of th followi%g fs ho§ g lgpx &Mrﬂe Q co snderahon, No Contract

"Compensanon for involuntary services
Love & Affection

Contract of Agency

Gift

Answer:(a)

6. Past consideration means
~ (a) Consideration and promise should move together
(b) Executed consideration
(c) Consideration is provided prior to the making of the contract
(d) Invalid consideration
Answer:(c)

7. A contract without consideration under Section 25 is:
(a) void
(b) voidable
(c) wvalid
(d) illegal
Answer:(c)

Chapter 2.2
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Question Answers
Question 1

Mr. Sohanlal sold 10 acres of his agricultural land to Mr. MOha:i“al ?In Ztith "
The Property papers mentioned a condition, amongst_ o'ther etai : at w
is free to use 9 acres as per his choice but the remaining 1 a.cr:e oy t.o P ;

Chotelal, son of the seller for carrying out farming or other activity of his choice. On 12th o
Mr. Sohanlal died leaving behind his son and life. On 151_:h October, 2022 purchaser starteq
of an auditorium on the whole 10 acres of land and denied any land to the son.

Now Mr. Chotelal wants to file a case against the purchaser and get a suit_able redressal. Discuss the

above in light of provisions of Indian Contract Act, 1872 and decide upon Mr. Chotelal’s plan of action?
Answer 1

Ptember 2022 for % 25 Lakhs
hosoever Purchases

the lang
e allowed to be

used by .
ctober, 2022,
construction

Problem as asked in the question is based on the provisions of the
in section 2(d) and on the principle ‘privity of consideration’. Consid
to make a contract valid and it can flow from the promisee or g

Indian Contract Act, 1872 as contained
eration is one of the essential elements

ny other person. In view of the clear
language used in definitionof ‘consideration’ in Section 2(d), it is not necessary that consideration should
be furnished by the promisee only. A promise is enforceable if the

re is some consideration foritand it s
quite immaterial whether it moves from the promisee or any other person.

Moreover,?itiisfybr,oyi | ! .co\/enant running with the land, where a person
purchases land with noti at the ow he land is bound bycertain duties affecting land, the
covenant afféc‘ti'rig’the'lan’ may be enforc e successor of the seller.” ~

In such a case, third party to a contract can file

{0 the suit although it has not moved the consideration.
Hence, Mr. Chotelal is entitled to ainst Mr. Mohanlal for execution of contract.

-

le a petition ag

Section B: RTP, MTP & PYP Questions

Theoretical Questions

Question 1

Mr. Shyam Mundra was a big businessman having one son and one marl:ied daughter. He decide-d to
gift his house to his daughter. For this Purpose, he called his lawyer at his house and made a yvrltten
document for such gift. The lawyer advised him to get the transfer qocument.properly reglsten:ed.
When they both were going for registration of document, they met wnth‘ an accident and both dle.d.
Later, the daughter found the document and claimed the house on the basis of that document. Explain,
Whether she can get the house as gift under the Indian Contract Act, 1872?

(RTP May’23) (MTP 4 Marks Nov’22) (MTP 4 Marks Jul'24)
Answer 1

Section 25 of Indian Contract Act, 1872 provides that an agreement made without consideration is valid

if it is expressed in writing and registered under the law for the ti

of documents and is made on account of natural love and affecti
relation to each other. In other words,

me being in force for the registration
on between parties standing in a near
a written and registered agreement based on natural love and

g in near relation to each other is enforceable even without
consideration.

In the given problem, the transfer of house made by Mr. Shyam Mundra on account of natural love and
affection between the parties standing in near r.

elation to each other is written but not registered.
Hence, this transfer is not enforceable.
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Question 2

Mr. Sanjay Kothari was a big businessman having two sons and one married daughter. He decided to
gift his house to his daughter. For this purpose, he called his lawyer at his house and made a written
documentfor such gift. The lawyer advised him to get the transfer document properly registered When
they both were going for registration of document, they met an accident, and both died. Later, the
daughter found the document and claimed the house on the basis of that document. Explain, whether
she can get the house as gift under the Indian Contract Act, 1872? (RTP Jun’24)

Answer 2

Section 25 of the Indian Contract Act, 1872 provides that an agreement made without consideration is valid
if it is expressed in writing and registered under the law for the time being in force for the registration
of documents and is made on account of natural love and affection between parties standing in a near
relation to each other.

In the instant case, the transfer of house made by Mr. Sanjay Kothari on account of natural love and
affection between the parties standing innear relation to each other is written but not registered. Hence,

this transfer is not enforceable, and his daughter cannot get the house asgift under the Indian
Contract Act, 1872.

Question 3

“To form a valid contract, consideration must be adequate”. Comment. (MTP 3 Marks Nov’22) (SM)
(RTP May’21) :

Answer 3

Question 4

The law prowdes that a contract should be supported by consideration. So long as consideration exists,
the Courts are not concerned to its adequacy, provided it is of some value. The adequacy of the
consnderatlon |s for the parties to consider at the time of making the agreement, not for the Court when

Bolton v. Modden; Cons;,, e;atlon must, however be something to which
’g”h it need not be eq jv i

Define cons deration. State the characterisﬂcs of a valld consuieratlon under the Indian Contract Act,
1872. (MTP 5 Marks Apr’23) (MTP 5 Marks, Apr'21) (MTP 6 Marks Aug'24)

. Answer 4

(1)
(2)
(3)
(4)
(5)
(6)
(7)

(8)

Consideration [Section 2(d) of the Indian Contract Act, 1872]

“When at the desire of the promisor, the promise or any other person has done, or does or abstains

from doing of promises to do or abstain from doing something, such an act or abstinence or promise is

called consideration for the promise”. ;

The essential characteristics of a valid consideration are as follows:

Consideration must move at the desire of the promisor.

It may proceed from the promisee or any other person on his behalf.

It may be executed or executory. It may be past, present or future.

It must be real and have some value in the eyes of law.

It must not be something which the promisor is already legally bound to do.

It must not be unlawful, immoral or opposed to public policy.

Inadequacy of consideration does not invalidate the contract. Thus, it need not be proportionate to the
value of the promise of the other.

It may comprise of some benefit, profit, right or interest accruing to one or some loss, detriment,
obligation or responsibility undertaken by the other.

e SRS SR B



4
T TR MmN B A

{i\\nindSpar &

Igniting Your Career

Question 5 ’
Explain the following statements in thzl;i
(i) "Agreements made out of love an gonars oty
(i) "Promise to pay a time barred debt can

’
(MTP 5 Marks Nov’23) (PYP 7 Marks Nov 22)

ht of provisions of Indian Contract Act, 1872:

fection are valid agreements.
d'll

based on natural love and affection between the pérties §tanding in near relation (e.g., husband ang
wife) to each other is enforceable even without f:onslderatllcotr;]. el sl e

The various conditions to be fulfilled as per Sectlon- 25(1) of the - s ’

{A) It must be made out of natural love and affection between the parties.

(8) Parties must stand in near relationship to each other.

(C) It must be in writing.

(D) It must also be registered under the law. ; : : i
Hence, the agreements made out of love and affection, without consideration, shall be valid, if the
above conditions are fulfilled. ;

(ii) Promise to pay a time barred debt cannot be enforced: According to Section 25(3) of the Indian Contract

Act, 1872, where a promise in writing signed by the person making it or by his authorised agent, is made
to pay a debt barred by limitation is valid without consideration.

Hence, this statement is not correct.

Note: The above statement can be correct also on the basis of the

time” as per Limitation Act, 1963, and accordingly it can be m

performed within a specified period as prescribed by the Limitatio

by the promisee within the specified period of limitation, he is dep

“Discharge of Contract by Lapse of
entioned that contract should be
n Act, 1963 and if no action is taken
rived of remedy at law.

Question 6 T e
As per the general rule, "Strang
Comment and explain the excepti
(MTP 7 Marks Dec

Answer 6

n as a “doctrine of privity of contract”,

o » €Ven a stranger to a contract may enforce 3
claim in the following cases:

(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 settlem

. ent, if the terms of the settlement are reduced into writing, the members
of family who originally had n

ot been parties to the settlement, may enforce the agreement.

g€ contracts/arrangements, a provision may be made for the benefit of a

A , the

: ntract but such assignment sho

(5) ACknOWIgdgement or estoppel — Where the promisor

o |°f t:e third party, it would result into a binding obligat
nt

€ case of covenant running with the land, th
la

uld not involve any personal skill.
by his conduct acknowled

ion towards third party.

» the person who Purchases land with noti
\ : ) S ce that the

& bound by certain duties affecting land, the covenant affecting the land b
Y the successor of the seller. £
(7) Contracts entered into through an agent: The Principal
Where the agent has acted within the Scope of his authg

ges himself as an agent

€an enforce the contr

. . acts entered by his agent
rity and in the name

of the principal.
Question 7

o) DR IR
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Answer 7

An agreement made without consideration is void (Section 25 of the Indian Con
everY vahc‘i cgntract, consideration is very important. A contract may only be enforceab)
consxdferz;:tmn is there. However, the Indian Contract Act contains certain exceptions to this rulee ;i
In the following cases, the agreement though made with i i i :

. out conside i
ool lderation, will be valid and enforceable.
1.  Natural Love and Affection: Conditions to be fulfilled under section 25(1)

(i? It ml‘JSt be made out of natural love and affection between the parties.
(i) Parties must stand in near relationship to each other.

(i) 1t must be in writing.

(iv) 1t must also be registered under the law.

tract Act, 1872): in

2. Compensation for Past voluntary services: A Promise to compensate, wholly or in part, a person
who has already voluntarily done something for the promisor, is enforceable under Section 25(2).

In order that a promise to pay for the past voluntary services be binding, the following essential
factors must exist: ‘

(i) The services should have been rendered voluntarily.
(i) The services must have been rendered for the promisor.
(i) The promisor must be in existence at the time when services were rendered.
(iv) The promisor must have intended to compensate the promisee.
3. Promise to pay time barred debt: Where a promise in writing signed by the person making it or by
~ his authorised agent, is made to pay a debt barred by limitation it is valid without consideration
[Sectiob‘25(3)]._,,d‘? o
4. Agency: Accorc ;
| Create an agency. 4 Ny,
5. Completed gift ase of comp e rule no consideration no contract does not apply.
Explanation (1) to Section 25 sta g in thisisection shall affect the validity as between the
donor and donee, of_an\i/é gift actually made.” Thus, gifts do not require any consideration.

6. Bailment: No considerationis required to affect the contract of bailment. Section 148 of the Indian

Contract Act, 1872, defines é@entgasg%ﬁgd%ﬁver@of goods from one person to another for some
purpo'§§; This ?felivery is made upon a contract that post accomplishment of the purpose, the goods
will either be returned or disposed of, according to the directions of the person delivering them. No
consideration is required to affect a contract of bailment. : .

7.  Charity: If a promisee undertakes the liability on the promise of the person to contribute to charity,
there the contract shall be valid. (Kadarnath v. Gorie Mohammad)

lan

;":‘r'{twréct' Act, 1872, no consideration is necessary to

Question 8 , _ : '
Mr. Shyam aged 58 years, was employed in a government department. He was going to retire after two

years. Mr. Dev made a proposal to Mr. Shyam, to apply for voluntary retiremen’.t from. his post s:hth::
Mr. Dev can be appointed in his place. Mr. Dev offered a sum of X 10 Lakhs as consideration to Mr. Shya
to induce him to retire. A Bl
Mr. Shyam refused at first instance but when he evaluated the amount offered as consn?er:hf: :‘ i:\t
double of his cumulative remuneration to be received during the tenure of two years o Oenes t: retire'
he agreed to receive the consideration and accepted the above agreement to receive m

from his office. . i ntract Act,
Whether the above agreement is valid? Explain with reference to provision of the Indian Co

1872? (RTP Sep’24)
































































