Some Important Points of the Act.


The Indian Contract Act, 1872
1. Section 196 of the Indian Contract Act, 1872 permits the principal to ratify the act of the agent. According to this section “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.”
To be valid, ratification must fulfill the following conditions:

(i) The agent must purport (intend to seem) to act an agent.

(ii) The principal must have been in existence at the time the agent originally acted.

(iii) Ratification must be expressed or implied.

(iv) No valid Ratification can be made by a person whose knowledge of the facts of the case is materially defective.

(v) Ratification of unauthorized act must not injure third person.

(vi) An illegal act cannot be ratified.

(vii) The person ratifying must have contractual capacity.

2. According to section 68 of Indian Contract Act, 1872 “ if a person, incapable to enter into contract, or any one to 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 form the property of such incapable persons”
3. As per section 130 of the Indian Contract Act, 1872 a specific guarantee cannot be revoked by the surety if the liability has already accrued. A continuing guarantee may, at time, be revoked by the surety, as to future transaction, by notice to the creditor, but the surety remains liable for transaction already entered into.
4. When performance of a promise becomes impossible or illegal by occurrence of an unexpected, event or a change of circumstances beyond the contemplation of parties, is called supervening impossibility. In case of supervening possibility the contract becomes void.

A party to a contract may be excused from the performance of his promise in the ground of supervening impossibility under the Indian Contract Act, 1872 in the following circumstances:

(i) Accidental destruction of the objective matter of the contract: if the subject matter of the contract is destroyed by an accident both the parties are excused from the performance of the contract.
(ii) Non–existence or non occurrence of a particular state if things: Non–existence and non occurrence of a particular state of things of the contract exempts the parties from the performance of the contract.

(iii) Incapacity to perform a contract of personal services: in case of contract of personal services, disability or incapacity to perform, caused by the act of God e.g. illness, constitute lawful excuse for nonperformance of the contract.

(iv) Change in law: performance of a contract may also become impossible due to a subsequent change in the law. The law passed after the contract may prohibit performance of some act, which may be very basis of the contract. As such the contract is discharged due to subsequent impossibility and the parties become free from their mutual obligations.

(v) Outbreak of war: contract may be affected by in a variety of ways, viz. (i) by emergency legislation controlling the prices or otherwise relating to the restriction of trade; (ii) by prohibiting or restraining transaction with alien enemy.

5. As per 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 can be revoked at any time before the communication of the acceptance is complete as against the acceptor, but not afterwards.

6. According to section 19 of the Indian Contract Act, 1872 when the consent to an agreement is given due to coercion or undue influences, such contract is voidable at the option of the party whose consent was so obtained.

The difference between coercion and undue influence is as under
	Coercion
	Undue Influence

	i. It involves the physical force or threat. The aggrieved party is complete to make the contract against its will.
	It involves moral or mental pressure. The aggrieved party believes that he or she would make the contract.

	ii. It involves committing or threatening to commit an act forbidden by Indian Penal Code for detaining or threatening to detain property of another person.
	No such illegal act is committed or a threat is given.

	iii. It is not necessary that there must be some relationship between the parties.
	Some sort of relationship between the parties is absolutely necessary.

	iv. Coercion need not to be proceeding from the promisor nor need it to be directed against the promisor.
	Undue influence is always essential between the parties to the contract.

	v. The contract is voidable at the option of the party whose consent has been obtained by the coercion.
	Where the consent is induced by undue influence, the contract is either voidable or the court may set it sale or enforce it in a modify form.

	
	


7. In the following cases, the agreement though made without consideration, will be valid and enforceable.
(i) Natural love and Affection

(ii) Compensation for past voluntary services

(iii) Promise to pay time barred debt

(iv) Agency

(v) Completed Gift

8. Where a party comments a breach of negative terms of a contract i.e. where he does something  which he promise not to do, the aggrieved party can go to court which he may issue an order restraining him from doing what he promised not to do. Such an order is known as injunction.
9. According to the provision of the Indian Contract Act, 1872 as contained in Section 150 provides that if the goods are bailed for hire, the bailer is responsible for such damages, whether he was or was not aware of the existence of such fault in the goods bailed.

10. According to the provision of section 10 of the Indian Contract Act, 1872 there should be an intension to create legal relationship between the parties. Agreements of a social nature, domestic nature do not contemplate legal relationship and as such are not contracts, which cannot be enforced. This principle has been laid down in the case of Balfour vs. Balfour 1912 2 KB.571.

11. Anticipatory breach of contract occurs when the promisor refuses altogether to perform his promise and signifies his willingness even before the time of performance has arrived. In such a situation the promise can claim compensation by way of loss or damage caused to him by the refusal of the promisor. For this, the promisee need not wait till the time stipulated in the contract for fulfillment of the promise by the promisor is over.
12. The offer should be distinguished from an invitation to offer. An offer is a final expression of willingness by the offeror to be bound by his offer, should the party choose 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.
13. A person may act on behalf on another without his knowledge or consent. Later on such person may accept the act of the former or reject it. If  he accepts the act of the former done without his consent, he is said to have ratified .
