About the author
Preface
Chapter Heads

PAGE
I-5
-7
1-9

INTRODUCTION
1

INDIAN REGULATORY FRAMEWORK

1.1 Introduction
1.2 What is law?
1.3 Sources of law
1.4 The process of making law
1.4.1 Types of laws in the Indian Legal System
1.5 Enforcing the law
1.5.1 Some of the important ministries related to various laws
1.5.2 Some of the important statutory corporations related to various laws
1.6 Structure of the Indian Judicial System
& Multiple Choice Questions
& Theoretical Questions

I-11

1.3
1.3
1.4
1.4
1.4
1.5
1.6
1.8
1.9
1.10
1.11



1-12 CONTENTS

PAGE

INDIAN CONTRACT ACT, 1872

2
NATURE OF CONTRACT
2.1 History of law of contract in India 2.3
2.2 Law of contracts 2.3
23 What is a contract? 2.4
2.3.1  All contracts are agreements but all agreements are not contracts 2.5
2.3.2  What type of legal obligations are dealt with by the law of contracts? 2.5
2.3.3  What type of rights are created by the law of contract 2.6
2.4 What are the essential elements of a valid contract? 2.6
2.5 Kinds of contracts 2.9
2.5.1 On the basis of validity 2.9
2.5.2  On the basis of formation of contract 2.14
2.5.3  On the basis of performance of contract 2.15
2.6 What is an offer? 2.16
2.6.1 Legal rules regarding offer 2.16
2.6.2  Kinds of offer 2.20
2.7 What is an acceptance? 2.21
2.7.1  Legal rules regarding a valid acceptance 2.21
2.8 Communication of offer and acceptance 2.24
2.8.1 Revocation of offer and acceptance 2.25
2.8.2  Revocation - How made/lapse of offer 2.25
& Multiple Choice Questions 2.26
& Theoretical Questions 2.32
& Practical Questions 2.33
3

CONSIDERATION

3.1 What is consideration? 3.1

3.1.1 Essentials of a valid consideration 3.1



CONTENTS 1-13

PAGE

3.2 ‘No consideration no contract’ - Exceptions to the rule 3.3
3.3 Can a person who is not a party to a contract sue upon it? 3.5
3.3.1 Stranger to the contract cannot sue: Exceptions 3.6

& Multiple Choice Questions 3.8
& Theoretical Questions 3.9
& Practical Questions 3.10

4
OTHER ESSENTIAL ELEMENTS OF A CONTRACT

4.1 Introduction 4.1
4.2 What do you mean by capacity to contract? 4.1
4.2.1 Law relating to minor’s agreements 4.1

4.2.2  Persons of unsound mind 4.4

4.2.3 Disqualified persons 4.5

4.3 Free consent 4.5
4.3.1 What s coercion? 4.6

4.3.2  What is undue influence? 4.7

4.3.2A Distinguish between coercion and undue influence 4.8

4.3.3 What is misrepresentation? 4.9

4.3.4 Whatis fraud? 4.10

4.3.4A Cansilence be fraudulent? 4.12

4.3.4B Distinguish between misrepresentation and fraud 4.13

4.3.5 What is mistake? What is the effect of mistake on contract? 4.13

4.3.5A Mistake of law 4.14

4.3.5B Mistake of fact 4.14

4.4 Unlawful agreements 4.16
4.4.1 Agreements opposed to public policy 4.17

4.5 Void agreements 4.19
4.5.1 Agreements in restraint of marriage (Sec. 26) 4.19

4.5.2  Agreements in restraint of trade (Sec. 27) 4.19

4.5.3 Agreements in restraint of legal proceedings (Sec. 28) 4.21

4.5.4  Agreements with uncertain meanings (Sec. 29) 4.21

4.5.5 Agreements by way of wager (Sec. 30) 4.22

& Multiple Choice Questions 4.24



1-14 CONTENTS
PAGE
& Theoretical Questions 4.32
& Practical Questions 4.33

3
PERFORMANCE OF CONTRACT
5.1 What is performance? 5.1
5.2 Essentials of a valid tender or attempted performance 5.1
5.3 By whom must a contract be performed? 52
5.4 Distinction between succession and assignment 5.3
5.5 Devolution of joint liabilities & joint rights 54
5.6 Time and place of performance 5.6
5.7 Reciprocal promises 5.7
5.7.1 Rules regarding performance of reciprocal promises 57
5.8 Appropriation of payments 5.10
5.9 When contracts need not be performed? 5.10
5.9.1 Rules regarding restitution of benefit 5.13
5.10 Discharge of contract 5.14
& Multiple Choice Questions 5.16
& Theoretical Questions 5.19
& Practical Questions 5.20
6
BREACH OF CONTRACT & ITS REMEDIES

6.1 Breach of contract 6.1
6.1.1 Actual breach of contract 6.1
6.1.2 Anticipatory breach 6.1
6.2 Remedies for breach of contract 6.2
6.2.1  Rescission of the contract 6.2
6.2.2  Suit for damages (Sec. 73) 6.3
6.2.2A Liquidated damages and penalty 6.6
6.2.3  Suit for specific performance 6.7
6.2.4  Suit for an injunction 6.8
6.2.5  Suit for quantum meruit 6.8

& Multiple Choice Questions 6.11



CONTENTS

& Theoretical Questions

& Practical Questions

7

CONTINGENT & QUASI CONTRACT

7.1 Contingent contract
7.2 Rules regarding enforcement of contingent contracts
7.2.1 Difference between contingent contract and wagering agreements
7.3 Quasi contract
7.3.1 Types of Quasi Contracts
7.4 Difference between quasi contracts and contracts
& Multiple Choice Questions
& Theoretical Questions

& Practical Questions

8

CONTRACT OF INDEMNITY AND GUARANTEE

8.1 What is a contract of indemnity?
8.1.1 A contract of indemnity is wider than its definition
8.1.2  What are the rights of indemnity-holder?

8.2 What is a contract of guarantee?
8.3 Distinction between contract of indemnity and guarantee
8.4 Classification of contracts of guarantee

8.5 Nature and extent of the liability of surety
8.6 Discharge of surety
8.6.1 Discharge by revocation of contract of guarantee
8.6.2  Discharge by conduct of the creditor
8.6.3  Discharge by invalidation of contract of guarantee
8.7 What are rights of the surety?
8.7.1  Rights against the principal debtor
8.7.2  Rights against the creditor
8.7.3  Rights against the co-sureties
8.8 Liability of two sureties is not affected by mutual arrangements
& Multiple Choice Questions

I-15

PAGE
6.13
6.14

7.1
7.2
7.5
7.5
7.6
7.9
7.9
7.12
7.12

8.1
8.1
8.2
8.2
8.4
8.5
8.6
8.6
8.6
8.7
8.10
8.11
8.11
8.12
8.13
8.14
8.14



I-16 CONTENTS

PAGE

& Theoretical Questions 8.17
& Practical Questions 8.18

3
CONTRACT OF BAILMENT AND PLEDGE

9.1 What is bailment? 9.1
9.1.1  Characteristic or features or requisites of bailment 9.1

9.1.2  What are the different kinds of bailment? 9.4

9.2 Duties of bailee 9.4
9.3 Duties of bailor 9.7
9.4 Rights of bailee 9.9
9.4.1 Difference between general lien and particular lien 9.13

9.5 Rights of bailor 9.13
9.6 How bailment can be terminated? 9.14
9.7 What are the rights & duties of finder of goods? 9.14
9.8 Define pledge 9.15
9.9 Distinguish between pledge & bailment 9.16
9.9.1 Rights of a pawnee/pledgee 9.16

9.9.2 Duties of a pawnee/pledgee 9.17

9.9.3 Rights of a pawnor/pledgor 9.17

9.9.4 Duties of a pawnor/pledgor 9.18

9.10 When can a non-owner make a valid pledge? 9.18
& Multiple Choice Questions 9.19
& Theoretical Questions 9.20
® Practical Questions 9.21

10
CONTRACT OF AGENCY

10.1 What s an agency? 10.1
10.2  Features of agency 10.2
10.2.1 Types of agents 10.2

10.3 How is an agency created? - Methods of creating agency 10.3
10.3.1 Essentials of a valid ratification 10.6

10.4  Extent of agent’s authority 10.7



10.5

10.6

10.7
10.8
10.9
10.10
10.11
10.12

CONTENTS

Sub-agent
10.5.1 Consequences of appointment of sub-agent
Substituted agent or co-agent
10.6.1 Difference between a sub-agent and a substituted agent
Duties and liabilities of an agent
Rights of an agent
Liabilities of Principal to the third parties
Personal responsibility of agent
Rights of third parties
Revocation of authority
10.12.1 Termination of agency
10.12.2 Irrevocable agency
10.12.3 Effects of termination of agency

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

1-17

PAGE

10.9

10.9

10.9
10.10
10.11
10.13
10.15
10.16
10.17
10.18
10.18
10.19
10.20
10.20
10.23
10.23

111
11.2
11.3
11.4
115
11.6
11.7
11.8

SALE OF GOODS ACT, 1930

11
FORMATION OF CONTRACT OF SALE

Introduction

Contract of sale

Sale and agreement to sell

Sale distinguished from other similar contracts
Formalities of contract of sale (Sec. 5)

Goods: Subject matter of contract of sale
Effect of destruction or perishing of goods

Price in a contract of sale

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

11.3
11.3
11.4
11.6
11.8
11.8
11.10
11.11
11.12
11.16
11.17



1-18 CONTENTS

PAGE

12

CONDITIONS AND WARRANTIES

12.1 Introduction 12.1
12.2 When a condition can be treated as a warranty? 12.2
12.3  Difference between condition and warranty 12.3
12.4 Implied conditions and warranties 12.3
12.5 The Doctrine of Caveat Emptor 12.7
& Multiple Choice Questions 12.9
& Theoretical Questions 12.11
& Practical Questions 12.12

13

TRANSFER OF OWNERSHIP AND DELIVERY OF GOODS

13.1 Time of transfer of ownership 13.1
13.2  Law relating to passing of risk in case of the sale of goods 13.1
13.3  Transfer of property 13.2
13.3.1 Transfer of property in unascertained goods 13.2
13.3.2 Transfer of property in ascertained goods or specific goods 13.3
13.3.3 Transfer of property when goods are delivered on approval 13.5
13.3.4 Transfer of property goods when right of disposal is reserved 13.5
13.4  Transfer of title by non-owners 13.8
13.5 Performance of contract of sale 13.10
13.5.1 Rules as to delivery 13.12
13.5.2  Rejection of delivery by buyer 13.14
& Multiple Choice Questions 13.15
& Theoretical Questions 13.20
& Practical Questions 13.21

14

RIGHTS OF UNPAID SELLER AND BUYER

14.1  Unpaid seller 14.1
14.2  Rights of unpaid seller against the goods 14.1

14.2.1 Right of lien or vendor’s lien (Secs. 47 - 49) 14.1



14.3
14.4
14.5

CONTENTS

14.2.2  The right of stoppage in transit (Secs. 50 - 52)
14.2.3 The right of resale (Sec. 54)

14.2.4 Distinction between lien and stoppage in transit
Right of unpaid seller against the buyer personally
Remedies of buyer against seller

Auction sale

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

1-19

PAGE
14.2
14.5
14.5
14.6
14.6
14.7
14.9
14.15
14.16

Eesssssssssssssmmmmmmmn D|VISION 4 S

15.1
15.2

15.3
154

15.5
15.6
15.7

INDIAN PARTNERSHIP ACT, 1932

15
GENERAL NATURE OF PARTNERSHIP

Introduction to partnership?

What are the essential elements of partnership?

15.2.1  Partnership arises from a contract

True test of partnership

Difference between partnership firm and various entities
15.4.1 Difference between a partnership & a company
15.4.2  Distinction between partnership and co-ownership
15.4.3 Distinction between partnership and joint Hindu Family
15.4.4  Partnership and club or society

15.4.5 Partnership and association

Types of partnership

Partnership deed

Types of partners

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

15.3
15.3
15.4
15.5
15.7
15.7
15.8
15.8
15.9
15.10
15.10
15.11
15.12
15.14
15.17
15.18



1-20

16.1
16.2
16.3
16.4
16.5

16.6
16.7
16.8
16.9
16.10
16.11
16.12
16.13

CONTENTS

16

RELATIONS OF PARTNERS

Relation of partners to one another
Partnership property

Personal profit earned by partners

Mutual rights and duties of partners after change in firm

Relation of partners with third parties

16.5.1  Authority of partner to bind the firm
Effect of admission by a partner

Effect of notice to acting partner

Liability to third parties

Rights of transferee of partner’s share

Minors admitted to the benefits of partnership
Legal consequences of reconstitution of firm
Rights and liabilities of an outgoing partner

Revocation of continuing guarantee

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

17.1

17.2
17.3

17

REGISTRATION & DISSOLUTION OF FIRM

Registration of firms

17.1.1  Consequences of non-registration of firm

Dissolution of firm

Consequences of dissolution

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

PAGE

16.1
16.3
16.4
16.5
16.6
16.6
16.8
16.9
16.9
16.10
16.11
16.13
16.14
16.15
16.15
16.19
16.20

17.1
17.2
17.3
17.5
17.7
17.10
17.11



CONTENTS

1-21

PAGE

18.1

18.2

18.3
184

LIMITED LIABILITY PARTNERSHIP ACT, 2008

18
LIMITED LIABILITY PARTNERSHIP ACT, 2008

Introduction

18.1.1  Partners and designated partners
Characteristic/Salient features of LLP

18.2.1 Advantages of LLP

Incorporation of LLP

Differences with other forms of organisation

& Multiple Choice Questions

& Theoretical Questions

18.3
18.4
18.5
18.7
18.7
18.10
18.12
18.14

19.1

19.2
19.3

194

19.5

COMPANIES ACT, 2013

19
COMPANIES ACT, 2013

Introduction

19.1.1 Meaning and features of company
Corporate Veil Theory

Classification of companies under the Act
19.3.1  On the basis of liability

19.3.2  On the basis of number of members
19.3.3  On the basis of control

19.3.4 On the basis of access to capital
19.3.5 Other classification

Mode of incorporation (Registration) of company
19.4.1 Effect of Registration of company
Classification of capital

19.3

19.4

19.7
19.10
19.10
19.12
19.15
19.17
19.17
19.20
19.23
19.24



1-22

19.6

19.7

19.8
19.9

19.10

CONTENTS

Shares

19.6.1  Kinds of share capital

Memorandum of association

19.7.1  Content of memorandum of association

Doctrine of ultra vires

Articles of association

19.9.1 Difference between memorandum and articles of association
Doctrine of indoor management

19.10.1 Doctrine of constructive notice

19.10.2 Doctrine of indoor management

19.10.3 Exceptions to the doctrine of indoor management

& Multiple Choice Questions

& Theoretical Questions

& Practical Questions

PAGE
19.25
19.25
19.27
19.28
19.29
19.31
19.32
19.32
19.32
19.33
19.33
19.35
19.38
19.40

20.1

20.2

20.3

20.4

20.5
20.6
20.7
20.8

NEGOTIABLE INSTRUMENTS ACT, 1881

20
NEGOTIABLE INSTRUMENTS ACT, 1881

Introduction and meaning of negotiable instruments

20.1.1  Essential characteristics of negotiable instruments
20.1.2 Types of negotiable instruments

Promissory note

20.2.1 Essential elements of a promissory note

Bill of exchange

20.3.1 Essential elements of a bill of exchange

20.3.2 Difference between promissory note and bill of exchange
Cheque

20.4.1 Essential elements of a cheque

Holder and holder in due course (not covered in ICAl’s material)
Classification of negotiable instruments

Negotiation of negotiable instruments

Presentment of instruments

20.3
20.4
20.5
20.5
20.6
20.7
20.8
20.9
20.10
20.11
20.11
20.12
20.16
20.18



CONTENTS 1-23

PAGE
20.9 Rules of compensation 20.21
20.10 Dishonour of cheques for insufficiency of funds in the accounts [Secs. 138 to 142]  20.22
& Multiple Choice Questions 20.24
& Theoretical Questions 20.26
& Practical Questions 20.26

Solved Paper: January 2026 (Suggested Answers) P1



