THE INDIAN CONTRACT ACT 1872
The Indian Contract Act, 1872 extends to the whole of India except the State of Jammu and Kashmir; and it came into force on the first day of September, 1872. 
Example:1                Seller’A’---1KgPotatoes @ Rs.20---Buyer’B’                 		       
    ----------Rs.20----------
Basic Concepts: Section2:
Proposal: 
(a) When one person signifies to another, his willingness to do or to abstain from doing anything, with a view to obtaining the assent of that other to such act or abstinence, he is said to make a proposal
Promise 
(b) 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;
Promisor and Promisee 
(c) The person making the proposal is called the “promisor”, and the person accepting the proposal is called the “promisee”;
Consideration 
(d) 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 to abstain from doing, something, such act or abstinence or promise is called a consideration for the promise;
Agreement
(e) Every promise and every set of promises, forming the consideration for each other, is an agreement;
Reciprocal Promises 
(f)Promises which form the consideration or part of the consideration for each other are called reciprocal promises;
Void Contracts 
(g) An agreement not enforceable by law is said to be void;
Contracts 
(h) An agreement enforceable by law is a contract;
Voidable Contracts 
(i) An agreement which is enforceable at the option of one or more parties thereto but not at the option of other or others is a voidable contract.


Agreement = Offer + Acceptance 
Contract = Agreement+Enforceability at Law (Every contract is an agreement but every agreement is not a contract )
   Case Reference:
 Balfour v Balfour 1919 2KB 571 
Balfour v Balfour 1919 2KB 571 is a leading case in this matter. In brief the facts of the case are that the defendant (Balfour) and his wife were enjoying their holiday in England. By reason of ill health his wife was advised by Doctors to remain in England for some time. He returned back to Ceylon and agreed to send here maintenance allowance of $30 per month to meet her medical expenses. He did send the maintenance amount for some time but later on some differences emerged between them which led to their separation and accordingly the maintenance allowance fell in arrears. Wife’s action for maintenance was dismissed by the court. 
Can you understand the reasons for dismissal of the case? The reasons are very simple, there was no enforceable agreement between the defended and his wife.
Consensus  ad Idem (Mutual Agreement) NO consent = NO Contract
Essential Elements of a Valid Contract
(a) Agreement 
Two elements to be present- Offer & Acceptance
(b) Lawful consideration 
Consideration means ‘something in return’. ‘Something in return’ may be an act or abstinence. But it must be real and lawful.
(c) Competent Parties 
The parties to an agreement must be capable of entering into a contract. 
Conditions:
(a) eighteen years of age (b) of sound mind  (c) not disqualified from contracting by any law to which he is subject. 
 (d) Free consent 
According to Sec 14, ‘Consent is said to be free when it is not caused by coercion, undue influence, fraud, misrepresentation or mistake. If consent is not free, then no valid contract comes into existence.
(e) Legal Object: Object & consideration must be legal.
(f) Intended to create legal obligations 
The parties must intend to create a legal relationship. Agreements of social or domestic nature do not contemplate legal relationship, so they are not contracts. 
 (g) Not Void or Illegal 
The agreement not expressly declared void or illegal by law. 
(h) Terms of Agreement- Terms must be Certain and Capable 
 (i) Legal Formalities 
Where nature of agreement is such that it requires compliance of certain formalities, such requirements should be fulfilled. A contract may require registration in addition of being in writing. However as regards to legal effects, an oral contract has same effect as a contract in writing.

Classification Of Contracts:
Based on Enforceability
· Valid Contract: An agreement enforceable by law is a valid contract.
· Void agreement: An agreement not enforceable by law is said to be void.(For Example: An Agreement with Minor)
· Voidable contract: An agreement which is enforceable at the option of one or more parties thereto but not at the option of other or others is a voidable contract. (Example: Contract entered into by threatening)
· Void Contract: A Contract which ceases to be enforceable by law becomes void when it ceases to be so enforceable. 
A promises B to sell his horse after one month to B for Rs. 50,000. Before the completion of one month, the horse died. Now, the contract becomes void as the contract cannot be performed.
· Unenforceable contracts: These are the contracts which cannot be enforced in a court of law because of some technical defects. For example a contract may be good, but incapable of enforceable because it is not evidenced by writing as required by statute.
· Illegal agreement: Sale of smuggled goods is illegal so an agreement to sell smuggled goods is an illegal agreement.

Distinction between a void agreement and an illegal agreement:
· An illegal agreement is also void. But a void agreement is not an illegal agreement always.
· When an agreement is illegal, other agreements which are incidental or collateral to it are also void.
Based on method of formation
· Formal Contracts 
· Contract under seal are in writing and signed by the parties to them. 
· Contract of Records includes the court judgments and recognizance; obligations in such cases arise out of judgment and not under the contract.
· Simple Contracts: 
· All contracts other than formal are called simple contracts or parole contracts.
Based on extent of performance
· Executed contracts: An executed contract is one which has been totally completed by both the parties.
· Executory contracts: If one party has performed his part of obligation but the other party has not yet completed his obligation on the contract, the contract still remains executory contract
Based on Obligation
· Unilateral contract: Under this type of contract there is an obligation only on the part of only one party when the contract is concluded
· Bilateral Contract: Here there is an obligation on both the parties to the contract.
· Multilateral Agreements/Contract: When more than three parties are involved in an agreement it is called Multilateral Agreement
· Features of Multi-lateral trade agreements: 
i. Reciprocity
ii. MFN Treatment
[bookmark: _GoBack]  On the basis of mode of creation:
· Express contract: Contracts entered into between the parties by words spoken or written are known as express contracts.
· Implied or inferred contract: Contracts which are made by an act or conduct of the parties and not by words are termed as implied contract.
· E-Contracts: This is a kind of contract formed in the course of E-commerce by interaction of two or more person competent to contract using electronic means, such as e-mail. By growth of e-commerce, there is a rapid advancement in the use of e-contracts.
· Disadvantages: Cyber Frauds, Security issues
· Advantages:
i. Reduce cost
ii. Time savings
iii.  Improved Service Quality
