BUSINESS LAW
UNIT -1

Contract- Meaning and definition of contract-Essential elements of valid contract- valid, void and
voidable contract. Offer and Acceptance —Communication and Revocation of Offer and Acceptance.

Meaning and definition of contract:

A contract in business law is a legally binding agreement between two or more parties
that creates obligations for each party. A contract is an agreement between two parties that creates an
obligation to perform (or not perform) a particular duty. A legally enforceable contract requires the
following elements, all of which are discussed in more detail below.

A valid contract must include the following elements:

Offer: One party must make an offer, which can be verbal, written, or implied.
Acceptance: The other party must accept the offer.

Consideration: There must be a valid consideration, which can be an act done in the past, present, or
future.

Lawful object: The object of the agreement must be lawful.
Free consent: Both parties must agree to the same thing in the same sense.

Intention to create legal relationship: The parties must intend to enter a legally binding agreement and
accept the legal consequences of a breach.

Capacity: The parties must have the mental and intellectual capacity to enter into the contract.
If a contract doesn't include these elements, it's not legally binding and courts may not enforce it.
Valid contract

A valid contract is an agreement between two or more parties that is legally binding and enforceable
by law. It's a promise that if one party does something, the other party will do something in return.
To be valid, a contract must meet certain criteria, including:
Free consent:
The parties must give their consent freely.
Competency:
The parties must be competent to contract, meaning they must be of sound mind and not
Intoxicated
Lawful consideration:
There must be something of value exchanged between the parties, such as money.
Lawful object:
The contract's object must be legal and not against public policy.
Offer and acceptance:
There must be an offer that clearly details what will be provided, and the other party must accept
the offer.
Intent:



Both parties must intend to carry out their promise.

Certainty:
The contract's terms must be clear and specific enough for the parties to understand their
Obligations.

Possibility of performance:
It must be possible to perform the contract's terms.
Contracts are governed by the Indian Contract Act, 1872. They can be written or verbal, and are an
important part of modern life, especially when large amounts of money are involved.

Void contract

A void contract is an agreement that is not legally enforceable and is treated as if it was never
created. This means that neither party can enforce any rights or perform any obligations in the contract.

A contract can become void for a number of reasons, including:
The contract was written in a way that makes it legally invalid
One of the parties was a minor when the contract was signed
One of the parties was incapable of fully understanding the implications of the contract

The contract involves illegal activity. A void contract is different from a voidable contract, which
is a contract that may be nullified. A voidable contract allows one of the parties to withdraw from the
contract, but it can still be enforceable.

Voidable contract

A voidable contract is a legally binding agreement that can be canceled or amended by one or both
parties for certain reasons:

Lack of legal capacity:
One or both parties were not legally able to enter into the contract, such as if one party was a minor
Undue influence:
One party used excessive pressure or influences to force the other party to sign the contract
Misrepresentation or fraud:
One party deceived the other into signing the contract with false information
Failure to disclose material facts:
One or both parties did not disclose important information relevant to the contract
Mutual mistake:
Both parties mistakenly agreed on something, such as an incorrect purchase price
Unconscionable terms:
The contract contains terms that are unreasonably unfair or one-sided

Breach of contract:
The innocent party uses a breach of contract as a way to end the contract
A voidable contract is different from a void contract, which cannot be enforced by law. A voidable
contract can be enforced by law at the option of one or more parties, but not at the option of the other
parties.

If the aggrieved party doesn't cancel the contract within a reasonable amount of time, it may be
considered valid.



Offer and acceptance are fundamental elements of contract law that establish a mutual agreement
between two parties:

Offer

A proposal made by one party, called the offeror, to another party, called the offeree, to enter into a
legally binding agreement. The offer can be made by words or conduct.

Acceptance
An unconditional agreement by the offeree to the terms of the offer. Acceptance must be communicated
to the offeror in a way that can be unambiguously interpreted as acceptance.

Offer and acceptance are essential requirements for forming a contract, along with other
requirements like consideration and legal capacity. Here are some things to keep in mind about offer and
acceptance:

The offer must be communicated to the intended recipient.

The offer must be made by the offerer or their authorized agent.

The offeree must know about the offer to accept it.

Acceptance must be without modifications or conditions.

Silence may be considered acceptance in some cases, such as if the offeree benefits from the offer without
rejecting it.
Communication of offer and acceptance

The communication of acceptance of an offer should be absolute. The offer will be considered
accepted, once the promisee dispatches their acceptance. In case of instantaneous communication in
contract law cases, such as telephone, email, fax, a contract will form only when the offeror receives the
offeree's acceptance.

In contract law, the communication of an offer and acceptance is essential for a contract to be valid. Here
are some key points to consider:

Offer

An offer is only valid once it has been communicated to the offeree. This can be done through a
variety of means, such as email, post, telephone, or word of mouth.

Acceptance

Acceptance must be communicated to the offeror through written or oral means. Silence is not
considered a valid form of acceptance.

Instantaneous communication

In the case of instantaneous communication, such as email, fax, or telephone, a contract is formed
when the offeror receives the offeree's acceptance.

Written acceptance
Written acceptance is a good way to ensure a clear record of the agreement and prevent disputes.
Unilateral contracts

In the case of unilateral contracts, the offeror can dispense with the requirement of communication of
acceptance.
Agent
An offeree is not usually bound if another person accepts the offer on their behalf without their
authorization.



Revocation of offer and acceptance

An offer can be revoked by the offeror at any time before it is accepted by the offeree. The
revocation must be communicated by the offeror to the offeree. If the offeror fails to communicate the
revocation, the offer remains valid and can be accepted by the offeree.

Proposer revokes proposal

If A proposes to sell their house to B by letter, A can revoke the proposal before or when B posts

their acceptance letter.
Offeree revokes acceptance

B can revoke their acceptance before or when the letter communicating it reaches A.

If the offeree accepts the offer before receiving the revocation, the contract is formed, and the offeror
cannot revoke the offer.

Here are some other things to know about revocation of an offer and acceptance:

Counter offers
If the offeree responds to the initial offer with new terms, it's considered a counter offer and an
implied rejection of the original offer.
Indirect revocations
An offer can be considered revoked if the offeree receives reliable information that the offeror has
changed their mind.

Electronic contracts
The Information Technology Act 2000 states that contracts formed using electronic messages are
valid and enforceable.



