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The set of rules and regulations
set by the governing authority to
maintain order, enforce rights

and establish justice.

“Law is the body of principles
recognized and applied by the
State in the administration of

justice” - Salmond

Law



The Indian Contract Act, 1872 was
passed on 25th April 1872, and came
into force w.e.f 10th September 1872



According to Section 2(e) of
Indian Contract Act, 1872,

“Every promise and every set of
promises forming the

consideration for each other”

Agreement



Agreement = Offer + Acceptance

consensus ad idem

The parties to the agreement must
have agreed about the subject in the

same sense

Agreement



According to Section 2(h) of
Indian Contract Act, 1872,

“An agreement
enforceable by law is a

contract”

Contract



Contract = Agreement + Enforceability at Law

Examples:

 A father promises to pay his son Rs. 100
every month as pocket allowance.

 Vicky invites Rishi for a dinner party.

Contract



Contract = Agreement + Enforceability at Law

Examples:

 Aman agrees to sell his car to Birju for Rs.
5,00,000.

 Reema offers her house to Seema for Rs.
26,00,000 and Seema accepts the same.

Contract



All contracts are agreements
but

All agreements are not
contracts



Difference between Agreement & Contract
Points Agreement Contract

Meaning When one person proposes
to another to do or not to do
certain act and the other
party accepts it.

An agreement enforceable
by law.

Enforceability It is not necessarily
enforceable by law.

It is always enforceable by
law.

Obligation An agreement may or may
not create a legal
obligation.

A contract always create a
legal obligation, which is
to be performed.

Consideration In agreement, consideration
may not be present.

In a contract, consideration
is must.



Difference between Agreement & Contract
Points Agreement Contract

Damages In case of breach of
agreement, no damages are
awarded.

In case of breach of
contract, damages are
always awarded.

Comparison All agreements are not
contracts.

All contracts are
agreements.

Binding Nature Parties are not bound by
agreement.

Obligations and rights
created by contract are
binding on parties to
contract.

Formula Proposal + Acceptance Agreement +
Enforceability



Essential Elements of a Valid Contract



According to Section 10 of Indian
Contract Act, 1872,

“All agreements are contracts if they
are made by the free consent of

parties competent to contract, for a
lawful consideration and with a
lawful objectand are not hereby
expressly declared to be void”



Proposal & Acceptance
Legal Relationship
Lawful Consideration
Capacity of Parties
Free Consent
Lawful Object
Certain Terms
Possibility of Performance
Void Agreement
Legal formalities



Classification
of

Contracts

Validity Performance Formation



Validity

Void Voidable Illegal Unenforceable Valid



Formation

Express Implied Quasi



Performance
Executory

Unilateral

Bi-lateral
Executed



According to Section 2(i) of
Indian Contract Act, 1872,

“An agreement which is enforceable by law
at the option of one or more parties but not

at the option of other or others, is a
voidable contract.”

Voidable Contracts



A contract becomes voidable when:

 The element of free consent is missing.When the consent of the parties is caused by -
- coercion
- undue influence
- fraud
- misrepresentation

The party whose consent is not free may either rescind the contract if he so desires, or
elect to be bound by it. A voidable contract continues to be valid till it is avoided by the
party entitled to do so.

EXAMPLE:
A forced B to enter into a contract at the point of pistol.

Voidable Contracts



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

“When one person signifies to another his
willingness to do or to abstain from doing

anything with a view to obtaining the assent
of the other to such act or abstinence is

said to make a proposal”

Proposal/Offer



Legal Rules As To Offer
 Offer must be capable of creating a legal relationship
 The terms of offer must be definite and certain
 The offer must be communicated
 The offer may be conditional
 The offer may be general or specific
 Offer must be made with a view to obtaining assent
 Offer must not thrust burden of acceptance
 A Statement of price is not an offer
 An offer may be distinguished from

- A mere declaration of intention
- An invitation to make an offer



Where goods or services are required over a definite
period of time, a trader may invite tenders as a
standing offer.

Thus, an offer for the continuous supply of a
particular thing at a definite price over a certain
period is called standing offer

It is an offer from a potential supplier to provide
goods or services at pre-determined prices, under set
terms and conditions, when and if required.

Standing/Continuing Offer



Revocation/Lapse/Termination of Offer
 By Notice
 By Lapse of time
 By failure to fulfil a condition precedent
 By Death or Insanity
 By Counter - offer
 By Rejection
 If law is changed
 If offer is not accepted according to prescribed or usual mode.



According to Section 2(b) of
Indian Contract Act, 1872,

“When the person to whom the proposal is
made signifies his assent thereto, the

proposal is said to be accepted.

A proposal when accepted becomes a
promise”

Acceptance & Promise



Legal Rules As To Acceptance
 It must be absolute and unqualified
 It must be expressed in some usual manner
 It must be by the party named in the offer
 An acceptance must be communicated to the offeror

a) Express Conduct
i. By performance of conditions
ii. By acceptance of conditions
iii. By accepting a benefit as service

b) Express Conduct
i. Acceptance of offer by conduct
ii. Acceptance communicated to agent

c) Waiver of the communication of acceptance
d) Acceptance by post

 Acceptance must be within a reasonable time
 Acceptance cannot be in ignorance of offer



According to Section 2(d) of
Indian Contract Act, 1872,

“When at the desire of the promisor, the
promisee or any other person has done or
abstained from doing or does or abstains
from doing, or promises to do or abstain
from doing, such an act or abstinence or
promise is called a consideration for the

promise”

Consideration



Act Abstinence/
Forbearance Return Promise

Consideration



Legal Rules As To Consideration
 It must move at the desire of the promisor
 It may move from the promise or any other person
 It may be an act, abstinence, forbearance or a return promise
 It may be past, present, future
 It need not be adequate
 It must be real not illusory
 It must be something which the promisor is not already bound
to do

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



“No Consideration No Contract”
Exceptions

 Natural Love and Affection (u/s 25(1))
 Compensation for Voluntary Services (u/s 25(2))
 Promise to pay a time barred debt (u/s 25(3))
 Agency
 Completed Gift
 Charity



According to Section 11 of
Indian Contract Act, 1872,

“Every person is competent to contract
1) Who is of the age of majority
according to the law to which he is
subject, and

2) Who is of sound mind, and
3) Is not disqualified from contracting by
any law to which he is subject.”

Capacity of Parties



Who is Minor?
According to Section 3 of Indian Majority Act, 1875,

A minor is person who has not completed 18 years of age.

Exceptions:

(i) When a guardian is appointed by Court of Law
(ii) When a minor’s property is taken over by the Court of Wards for
management.

The age of majority shall be 21 years.



Law regarding Minor’s Agreement
 Minor’s agreement is void ab initio

(Mohiri Bibi vs. Dharmodas Ghose)

 A minor can be a promisee or a beneficiary.
(Abdul Ghaffar vs. Prem Piare Lal)

 No ratification
(Arumugham vs. Dorai Singa)

 Claim for necessaries
(Nash vs. Inman)

 No estoppel (R. Leslie
vs. Sheill)



Law regarding Minor’s Agreement
 Restitution or Compensation

 No Specific performance

 No insolvency

 Minor as a Partner

 Minor as an agent

 Minor along with major

 Position of minor’s guardian

 Liability of torts



Persons of Unsound Mind
























































































































































