Contingent Contracts
A contract may be an absolute contract or a contingent contract. An absolute contract is one in which the promiser binds himself to the performance of the contract in any event without any conditions. However, in contingent contracts, the performance of a contract is dependant on some future uncertain collateral event.

Hence, a contingent contract is to do or not to do something, if some event, collateral to such contract, does or does not happen. 
Examples: 
i) Goods sold are subject to quality approval of the buyer is a contingent contract depending on the quality conforming to the buyer’s standards

ii) A agrees to sell a property to B if he succeeds in litigation concerning title of that property.

iii) There was a contract for the sale of American parachute cloth between A and B. The goods were to be delivered when they arrived. A failed to give delivery and B sued for damages for breach of contract. A pleaded that the contract was a conditional one and as the goods had not arrived he had no obligation to give delivery. Held, the contract was an absolute one and the obligation of A was not contingent upon the arrival of the goods [Ranchhodas V. Nathmal Hirachand & Co.]

The essential characteristics of a contingent contract:

a) The performance of a contract is dependant on happening or non-happening of some event in future;
b) The event must be uncertain.

c) The event must be collateral, for example incidental to the contact.
The contracts of insurance, indemnity and guarantee are the commonest instances of a contingent contract.
The contingency dependant on act of the promisor, whether it is a contingent contract?
The performance of contingent contract depends on the happening or non-happening of an event collateral to such contract. The word ‘event’ includes an ‘act’ and a contract may be contingent on some act of the promisor or of a third party. But if the performance of the promise depends on the mere will and pleasure of the promisor, it is no promise at all. Thus, a promise by A to pay B ₹10,000, if A so decide is no promise at all and therefore, it cannot be deemed to depend on contingency. Similarly, if a promisor says that for a certain service he will pay whatever he himself thinks right or reasonable, there is no promise [Robert V. Smith, (1859) 4 H & N 315]. But a promise to pay what a third party shall determine is valid. For Example, a promise is an agreement between A and B to pay what C shall determine, and a promise to pay under a policy of Insurance subject to the approval of directors, are valid promises.
Rules regarding the enforcement of the contingent contracts:
1. Contingent contracts dependant on the happening of an uncertain future event cannot be enforced until the event has happened. If the event becomes impossible, such contracts become void;

Examples:

a) A makes a contract with B to sell a horse to B at specified price, if C to whom the horse has been offered, refuses to buy it. The contract cannot be enforced by law unless and until C refuses to buy the horse.

b) A contracts to pay B a sum of money when B marries C. C dies without being married to B. The contract becomes void.

In both the above examples, there is a condition precedent on the happening of which would arise the liability of the promisor i.e. A
2. Where a contingent contract is to be performed if a particular event does not happen, its performance can be enforced when the happening of that event becomes impossible.
Examples:

a) A agrees to pay B a sum of money if a certain ship does not return. The ship is sunk. The contract can be enforced when the ship sinks;

b) A agrees to sell his car to B if C dies. The contract cannot be enforced so long as C is alive.

In both the above examples, there is a condition subsequent on the happening of which would arise the liability of the promisor i.e. A.

The fact that by supervening circumstances performance of a promise is rendered more difficult and expensive will not ordinarily excuse the promisor.

3. If a contract is contingent upon how a person will act at an unspecified time, the event shall be considered to become impossible when such person does anything which renders it impossible that he should so act within any definite time, or otherwise than under further contingencies.

Examples:

a) A agrees to pay B a sum of money if B marries C, C marries D. The marriage of B to C must now be considered impossible, although it is possible that D may die and that C may afterwards marry B;

b) A agreed to take shares in a company if the company would appoint him its sole agent at a certain place. The company went into liquidation before appointing him as agent and A was entered on the list of contributories. Held, A was not liable as the contract to take shares was contingent on his appointment as agent which event never took place [Jaunpur Sugar Factory, Re (1925) All 658].

4. Contingent contracts to do or not to do anything, if a specified uncertain event happens within a fixed time, become void if the event does not happen or its happening becomes impossible before the expiry of that time.
Contingent contracts to do or not to do anything, if a specified uncertain event does not happen within a fixed time, may be enforced if the event does not happen or its happening becomes impossible before the expiry of that time.

Examples:

a) A promises to pay B a sum of money if certain ship returns within a year. The contract may be enforced if the ship returns within the year and becomes void if the ship is burnt within the year;

b) A promises to pay B a sum of money if a certain ship does not return within a year. The contract may be enforced if the ship does not return within the year or is burnt within the year.

5. Contingent agreements to do or not to do anything, if an impossible event happens, are void, whether or not the fact is known to the parties.


Examples:

a) A agrees to pay B ₹1,000 if two straight lines should enclose a space. The agreement is void;

b) A agrees to pay B ₹1,000 if B will marry A’s daughter, C. C was dead at the time of the agreement. The agreement is void.

Difference between a wagering agreement and a contingent contract 

1. A wagering agreement consists of reciprocal promises whereas a contingent contract may not contain reciprocal promises;

2. A wagering agreement is essentially of a contingent nature whereas a contingent contract may not be of a wagering nature;

3. A wagering agreement is void whereas a contingent contract is valid;
4. In a wagering agreement, the parties have no other interest in the subject matter of the agreement except the winning or losing of the amount of the wager. In other words, a wagering agreement is game of chance. This is not in case of a contingent contract;

5. In a wagering agreement the future event is the sole determining factor while in a contingent contract the future event is only collateral.
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