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1. Explain the type of contracts in the following agreements under
the Indian Contract Act, 1872:
(i) A coolie in uniform picks up the luggage of A to be carried out of
the railway station without being asked by A and A allows him to
do so.
(ii) Obligation of finder of lost goods to return them to the true
owner
(iii) A contracts with B (owner of the factory) for the supply of 10
Tons of sugar, but before the supply is effected, the fire caught in
the factory and everything was destroyed.

• 1. (i) It is an implied contract and A 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.
• (ii) Obligation of finder of lost goods to return them to the true owner cannot
be said to arise out of a contract even in its remotest sense, as there is neither
offer and acceptance nor consent. These are said to be quasi-contracts. QuasiContract: A quasi-contract is not an actual contract but it resembles a contract.
It is created by law under certain circumstances. The law creates and enforces
legal rights and obligations when no real contract exists. Such obligations are
known as quasi-contracts. In other words, it is a contract in which there is no
intention on part of either party to make a contract but law imposes a contract
upon the parties.
• (iii) The above contract is a void contract. Void Contract: Section 2 (j) of the
Act states as follows: “A contract which ceases to be enforceable by law
becomes void when it ceases to be enforceable”. Thus, a void contract is one
which cannot be enforced by a court of law.

• Explain the concept of ‘misrepresentation’ in matters of contract.
Sohan induced Suraj to buy his motorcycle saying that it was in a
very good condition. After taking the motorcycle, Suraj complained
that there were many defects in the motorcycle. Sohan proposed to
get it repaired and promised to pay 40% cost of repairs After a few
days, the motorcycle did not work at all. Now Suraj wants to
rescind the contract. Decide giving reasons whether Suraj can
rescind the contract?

• Misrepresentation: According to Section 18 of the Indian Contract Act, 1872,
misrepresentation is:
• 1. When a person positively asserts that a fact is true when his information does
not warrant it to be so, though he believes it to be true.
• 2. When there is any breach of duty by a person, which brings an advantage to
the person committing it by misleading another to his prejudice.
• 3. When a party causes, however, innocently, the other party to the agreement to
make a mistake as to the substance of the thing which is the subject of the
agreement.
• The aggrieved party, in case of misrepresentation by the other party, can avoid
or rescind the contract [Section 19, Indian Contract Act, 1872]. The aggrieved
party loses the right to rescind the contract if he, after becoming aware of the
misrepresentation, takes a benefit under the contract or in some way affirms it.
• Accordingly, in the given case Suraj could not rescind the contract, as his
acceptance to the offer of Sohan to bear 40% of the cost of repairs impliedly
amount to final acceptance of the sale.

• X, a minor was studying in M.Com. in a college. On 1st July, 2019 he
took a loan of ` 1,00,000 from B for payment of his college fees and to
purchase books and agreed to repay by 31st December, 2019. X
possesses assets worth ` 9 lakhs. On due date, X fails to pay back the
loan to B. B now wants to recover the loan from X out of his (X’s)
assets. Referring to the provisions of Indian Contract Act, 1872 decide
whether B would succeed.

• Yes, B can proceed against the assets of X. According to section 68 of
Indian Contract Act, 1872, if a person, incapable of entering into a
contract, or any one 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. Since the loan given to X is
for the necessaries suited to the conditions in life of the minor, his
assets can be sued to reimburse B.

• A sends an offer to B to sell his second-car for ` 1,40,000 with a
condition that if B does not reply within a week, he (A) shall treat
the offer as accepted. Is A correct in his proposition? What shall
be the position if B communicates his acceptance after one week?

• Acceptance to an offer cannot be implied merely from the silence
of the offeree, even if it is expressly stated in the offer itself. Unless
the offeree has by his previous conduct indicated that his silence
amount to acceptance, it cannot be taken as valid acceptance. So
in the given problem, if B remains silent, it does not amount to
acceptance.
• The acceptance must be made within the time limit prescribed by
the offer. The acceptance of an offer after the time prescribed by
the offeror has elapsed will not avail to turn the offer into a
contract.

• X, Y and Z jointly borrowed ` 50,000 from A. The whole amount
was repaid to A by Y. Decide in the light of the Indian Contract Act,
1872 whether:
• (i) Y can recover the contribution from X and Z,
• (ii) Legal representatives of X are liable in case of death of X,
• (iii) Y can recover the contribution from the assets, in case Z
becomes insolvent.

• Section 42 of the Indian Contract Act, 1872 requires that when two or more persons
have made a joint promise, then, unless a contrary intention appears from the
contract, all such persons jointly must fulfill the promise. In the event of the death of
any of them, his representative jointly with the survivors and in case of the death of
all promisors, the representatives of all jointly must fulfill the promise.
• Section 43 allows the promisee to seek performance from any of the joint promisors.
The liability of the joint promisors has thus been made not only joint but "joint and
several". Section 43 provides that in the absence of express agreement to the
contrary, the promisee may compel any one or more of the joint promisors to
perform the whole of the promise.
• Section 43 deals with the contribution among joint promisors. The promisors, may
compel every joint promisor to contribute equally to the performance of the promise
(unless a contrary intention appears from the contract). If any one of the joint
promisors makes default in such contribution the remaining joint promisors must
bear the loss arising from such default in equal shares.
• As per the provisions of above sections,
• (i) Y can recover the contribution from X and Z because X,Y and Z are joint
promisors.
• (ii) Legal representative of X are liable to pay the contribution to Y. However, a legal
representative is liable only to the extent of property of the deceased received by
him.
• (iii) Y also can recover the contribution from Z's assets.

• A student was induced by his teacher to sell his brand new car to
the later at less than the purchase price to secure more marks in
the examination. Accordingly, the car was sold. However, the father
of the student persuaded him to sue his teacher. State whether the
student can sue the teacher?

• Yes, A can sue his teacher on the ground of undue influence under the
provisions of Indian Contract Act, 1872.
• According to section 16 of the Indian Contract Act, 1872, “A contract is said to
be induced by ‘undue influence’ where the relations subsisting between the
parties are such that one of the parties is in a position to dominate the will of
the other and he uses that position to obtain an unfair advantage over the
other”.
• A person is deemed to be in position to dominate the will of another:
• (a) Where he holds a real or apparent authority over the other; or
• (b) Where he stands in a fiduciary relationship to the other; or
• (c) Where he makes a contract with a person whose mental capacity is
temporarily or permanently affected by reason of age, illness or mental or
bodily distress for example, an old illiterate person.
• A contract brought as a result of coercion, undue influence, fraud or
misrepresentation would be voidable at the option of the person whose
consent was caused.

• P sells by auction to Q a horse which P knows to be unsound. The
horse appears to be sound but P knows about the unsoundness of
the horse. Is this contract valid in the following circumstances:
• (a) If P says nothing about the unsoundness of the horse to Q.
• (b) If P says nothing about it to Q who is P’s daughter who has just
come of age
• (c) If Q says to P “If you do not deny it, I shall assume that the
horse is sound.” P says nothing.

• According to section 17 of the Indian Contract Act, 1872, mere silence as
to facts likely to affect the willingness of a person to enter into a contract
is not fraud, unless the circumstances of the case are such that, regard
being had to them, it is the duty of the person keeping silence to speak, or
unless his silence is, in itself, equivalent to speech. Hence, in the instant
case,
• (a) This contract is valid since as per section 17 mere silence as to the
facts likely to affect the willingness of a person to enter into a contract is
not fraud. Here, it is not the duty of the seller to disclose defects.
• (b) This contract is not valid since as per section 17 it becomes P’s duty
to tell Q about the unsoundness of the horse because a fiduciary
relationship exists between P and his daughter Q. Here, P’s silence is
equivalent to speech and hence amounts to fraud.
• (c) This contract is not valid since as per section 17, P’s silence is
equivalent to speech and hence amounts to fraud.

• Sohan induced Suraj to buy his motorcycle saying that it was in a
very good condition. After taking the motorcycle, Suraj complained
that there were many defects in the motorcycle. Sohan proposed to
get it repaired and promised to pay 40% cost of repairs. After a
few days, the motorcycle did not work at all. Now Suraj wants to
rescind the contract. Decide giving reasons.

• In the instant case, the aggrieved party, in case of
misrepresentation by the other party, can avoid or rescind the
contract [Section 19, Indian Contract Act, 1872]. The aggrieved
party loses the right to rescind the contract if he, after becoming
aware of the misrepresentation, takes a benefit under the contract
or in some way affirms it. Accordingly, in the given case, Suraj
could not rescind the contract, as his acceptance to the offer of
Sohan to bear 40% of the cost of repairs impliedly amount to final
acceptance of the sale.

• X received certain goods from Y and promised to pay ` 60,000.
Later on, X expressed his inability to make payment. Z, who is
known to X, pays ` 40,000 to Y on behalf of X. however, X was not
aware of the payment. Now Y is intending to sue X for the amount
of` 60,000. Can Y do so? Advise.

• As per section 41 of the Indian Contract Act, 1872, when a
promisee accepts performance of the promise from a third person,
he cannot afterwards enforce it against the promisor. That is,
performance by a stranger, accepted by the promisee, produces
the result of discharging the promisor, although the latter has
neither authorised nor ratified the act of the third party. Therefore,
in the instant case, Y can sue X only for the balance amount i.e. `
20,000 and not for the whole amount.

• Ramaswami proposed to sell his house to Ramanathan.
Ramanathan sent his acceptance by post. Next day, Ramanathan
sends a telegram withdrawing his acceptance. Examine the validity
of the acceptance according to the Indian Contract Act, 1872 in the
light of the following:
• (a) The telegram of revocation of acceptance was received by
Ramaswami before the letter of acceptance.
• (b) The telegram of revocation and letter of acceptance both
reached together.

• (i) The problem is related with the communication and time of
acceptance and its revocation. As per Section 4 of the Indian Contract
Act, 1872, the communication of an acceptance is complete as against
the acceptor when it comes to the knowledge of the proposer. An
acceptance may be revoked at any time before the communication of
the acceptance is complete as against the acceptor, but not afterwards.
Referring to the above provisions:
• (a) Yes, the revocation of acceptance by Ramanathan (the acceptor) is
valid.
• (b) If Ramaswami opens the telegram first (and this would be normally
so in case of a rational person) and reads it, the acceptance stands
revoked. If he opens the letter first and reads it, revocation of
acceptance is not possible as the contract has already been concluded.

• Mr. Balwant, an old man, by a registered deed of gift, granted certain
landed property to Ms. Reema, his daughter. By the terms of the deed, it
was stipulated that an annuity of ` 20, 000 should be paid every year to
Mr. Sawant, who was the brother of Mr. Balwant. On the same day Ms.
Reema made a promise to Mr. Sawant and executed in his favour an
agreement to give effect to the stipulation. Ms. Reema failed to pay the
stipulated sum. In an action against her by Mr. Sawant, she contended
that since Mr. Sawant had not furnished any consideration, he has no
right of action. Examining the provisions of the Indian Contract Act,
1872, decide, whether the contention of Ms. Reema is valid?

• In India, consideration may proceed from the promise or any other person
who is not a party to the contract. The definition of consideration as given
in section 2(d) makes that proposition clear. According to the definition,
when at the desire of the promisor, the promisee or any other person does
something such an act is consideration. In other words, there can be a
stranger to a consideration but not stranger to a contract.
• In the given problem, Mr. Balwant has entered into a contract with Ms.
Reema, but Mr. Sawant has not given any consideration to Ms. Reema but
the consideration did flow from Mr. Balwant to Ms. Reema and such
consideration from third party is sufficient to the enforce the promise of Ms.
Reema, the daughter, to pay an annuity to Mr. Sawant. Further the deed of
gift and the promise made by Ms. Reema to Mr. Sawant to pay the annuity
were executed simultaneously and therefore they should be regarded as one
transaction and there was sufficient consideration for it.
• Thus, a stranger to the contract cannot enforce the contract but a stranger
to the consideration may enforce it. Hence, the contention of Ms. Reema is
not valid.

• A coolie in uniform picks up the luggage of R to be carried out of the
railway station without being asked by R and R allows him to do so.
Examine whether the coolie is entitled to receive money from R under
the Indian Contact Act, 1872.

• 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. In the present case, it is an implied contract and R must pay
for the services of the coolie.

• Point out with reason whether the following agreements are valid or
void:
• (a) Kamala promises Ramesh to lend ` 500,000 in lieu of consideration
that Ramesh gets Kamala’s marriage dissolved and he himself marries
her.
• (b) Sohan agrees with Mohan to sell his black horse. Unknown to both
the parties, the horse was dead at the time of agreement.
• (c) Ram sells the goodwill of his shop to Shyam for ` 4,00,000 and
promises not to carry on such business forever and anywhere in India.
• (d) In an agreement between Prakash and Girish, there is a condition
that they will not institute legal proceedings against each other without
consent.
• (e) Ramamurthy, who is a citizen of India, enters into an agreement
with an alien friend.

• Validity of agreements
• (a) Void Agreement: As per Section 23 of the Indian Contract Act, 1872,
an agreement is void if the object or consideration is against the public
policy.
• (b) Void Agreement: As per Section 20 of the Indian Contract Act, 1872
the contracts caused by mistake of fact are void. There is mistake of fact
as to the existence of subject-matter.
• (c) Void Agreement: As per Section 27 of the Indian Contract Act, 1872
an agreement in restraint of trade is void. However, a buyer can put
such a condition on the seller of good will, not to carry on same
business. However, the conditions must be reasonable regarding the
duration and the place of the business.
• (d) Void Agreement: An agreement in restraint of legal proceedings is
void as per Section 28 of the Indian Contract Act, 1872.
• (e) Valid Agreement: An agreement with alien friend is valid, but an
agreement with alien enemy is void.

• Ajay, Vijay and Sanjay are partners of software business and jointly
promises to pay ` 6,00, 000 to Kartik. Over a period of time Vijay
became insolvent, but his assets are sufficient to pay one-fourth of his
debts. Sanjay is compelled to pay the whole. Decide whether Sanjay is
required to pay whole amount himself to Kartik in discharging joint
promise under the Indian Contract Act, 1872.

• As per section 43 of the Indian Contract Act, 1872, when two or more
persons make a joint promise, the promisee may, in the absence of
express agreement to the contrary, compel any one or more of such
joint promisors to perform the whole of the promise.
• Each of two or more joint promisors may compel every other joint
promisor to contribute equally with himself to the performance of the
promise, unless a contrary intention appears from the contract.
• If any one of two or more joint promisors makes default in such
contribution, the remaining joint promisors must bear the loss arising
from such default in equal shares.
• Therefore, in the instant case, Sanjay is entitled to receive ` 50,000
from Vijay’s assets and ` 2,75,000 from Ajay.

