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MODULE-4 

CONTRACT MANAGEMENT-TENDER AND ITS PROCESS 

Contents: 

Invitation to tender, Prequalification, administrative approval and technical sanction. Bid 

submission and evaluation process. Contract formulation: covering award of contracts, letter 

of intent, letter of acceptance and notice to proceed. Features / elements of standard tender 

document (source: CPWD/ PWD/ International Competitive Bidding – NHAI/NHEPC/NPC). 

Laws of contract as per Indian contract Act 1872, Types of contract, Lump sum contract, Item 

rate, % rate, Cost plus with Target Labour, EPC and BOT, Sub contracting. Contract Forms: 

FIDIC contract Forms, CPWD, NHAI, NTPC, NHEPC 

Tender 

The tender is an offer in writing to execute some specified work or to supply the 

materials at certain rates within a fixed time under the certain conditions of agreements between 

the contractor and department or  owner of any party. 

Where  where a lot of contractors are expected to quote,  sealed tender in a prescribed form are 

invited from the approved list of contractors. 

 

Necessity for tenders: 

Entrusting work by calling tender is advantages because of 

1. lower bids that may be obtained due to competition among the contractors. 

2. selection of contractors can be made based upon their experience in their line. 

3. personal interests,  prejudices,  preferences, partially etc.  can be avoided by calling 

for tenders. 

Tender document: 

Before inviting tenders the tender documents have to be prepared and issued to the 

interested tenderers.  These documents generally consists of the following: 

 

1. detailed specifications of the work and material should be used. 

2. a complete set of Drawings with details of various parts. 

3. general conditions of contract. 

4. special conditions. 

5.schedule quantities of various items of the work.  Approximate quantity of work 

under each item of work. 

6. the location of the work. 

7. the name of the division in which the work is situated. 

8. the rates of Steel and cement if they are supplied by the department. 

9. hire charges for lorries, tools and plants to be levied when issued from the 

department. 

10. condition regarding employment of Technical  personals. 

11. location of water. And supply. For power and rates. 

12. the period of completion of work and the time and completion of each stage of work. 
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13.  the amount of earnest money deposit and the form in which it is to be deposited. 

14. the name of authority who is accepting or rejecting the tender. 

15  conditions of penalty for slow progress and non fulfillment of the condition of the 

contract. 

16. In case of dispute the procedure to be followed for arbitration and designation of 

the arbitrator to whom the reference is to be made. 

 

 Tender notice 

  After the tender documents have been prepared and approved by the authority,  a notice 

inviting tenders has to be published on the notice board of all unit offices of the department. 

For works of Greater magnitude, wide publicity should be given to the notice inviting tenders. 

Tenders must be invited in the most open and public manner possible, buy advertisement in the 

press and by the notice in the English/ Hindi and the written language of the district,  posted in 

the public place. 

 

 The following particulars are written in the tender notice. 

1. name of the authority inviting the tender. 

2. name of the work and its location. 

3. estimated cost of the work. 

4. period of contract and type of contract. 

5. when and where the tender document should be purchased. 

6. the amount to be paid for the set of tender documents. 

7. last date and time of submission of tender. 

8. the amount of earnest money that should be accompanied with the tender and the 

amount of security deposit to be paid by the selected contractor. 

9. the date and time of the opening of tender. 

10. the designation of the officer who accepts the tender. 

 

Specimen of tender notice 

Office of Executive Engineer, 

 PWD, Bengaluru Division. 

 Tender notification dated 

   Tender notification number 

  

The  sealed tender is duplicate In a prescribed form with the name of the work is invited 

from register contractors of Karnataka II for the following works and will be received bi 

Executive Engineer, Bengaluru division, Bengaluru up to 5:00 p.m. on 25th October 2010. the 

tender form with the complete set of contract can be had from office of Executive Engineer 

from 10 a.m. to 5:00 p.m. on all working days up to to 20th of October 2010 on the payment 

of Rs_____ tenders will be open at_____ a m or PM on  date________  by the Executive 

Engineer or is authorised agent in the office at_____  in the presence of contractor or 

representatives. 

Details of estimates, terms of contract conditions etc.., maybe see in the office of 

Executive Engineer, Bengaluru division, Bengaluru  during the working hours at the office. 
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The Executive Engineer receives the tender. He has the rights to accept or reject any or all the 

tenders without assigning reasons. 

Work details 

 

Sl 

no 

 Name of the work Estimated 

cost 

 Time of 

completion 

 Cost of 

tender 

 Class of 

contractor 

 EMD 

1 Construction of Public 

Library near 

RajajiNagar 4th block 

bus stand 

 20,00,000  6 months  30% + 

sales 

tax 

 class 1 

contractor 

 2% of 

estimated 

cost 

 

 

Sale of tender documents: 

  Tender document should be prepared and kept ready for sale to the contractors before 

the notice is actually sent to the Press or is pasted on the notice board and every contractor 

desiring to tender shall be asked to make a written application. it is the responsibility of the 

Executive Engineer/  Assistant Executive Engineer/  Assistant Engineer to see the tender 

documents are made available to the contractors as soon as the application is made. 

 

 Receiving, opening and scrutiny of tenders: 

  

Receiving:   

After issue of the tender document to contractors the tender opening authority 

authorises an officer to receive the tenders and tender may be sent either by post or can put in 

the tender box kept for the purpose in the premises of the owner. Tenders placed in tender box 

is locked and kept under the safe custody of the officer. The closing time for receipt of tenders 

should be kept after the normal time of delivery of the post. Tender received after the due date 

and time are rejected. 

  

Opening of tenders: 

  The sealed tenders received are to be opened in the presence of all the contractors for 

their representatives tendering for the work at the time and place already notified. 

The officer opening the tenders has to be read out the rates offered in case of item rate 

and percentage rate tenders and amount in the case of lump sum tenders for information of all 

those present. all the tenders will be serial in number and signed by the officer opening the 

tender.  

 

Preparing comparative statement of tenders: 

  After the tenders are opened, a comparative statement is made in the office of the tender 

opening authority. It serves to compare the rates of various tenderers in respect of each item 

against the estimated rates. The excess for Savings for each tender is worked out. 
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1. comparative statement of percentage rates and lump sum tenders contains 

information regarding the name of the contractor, date of receipt of tenders, above or 

below the rates entered in the tender documents, amount in case of lump sum tenders. 

The recommendation regarding acceptance or rejection of the tender is recorded on it. 

2. Comparative statement of item rate tenders is more elaborate and comprehensive and 

is after thorough computation and check under supervision of Divisional accountant. 

  

The comparative statement must correctly in corporate the rates and amount and their 

totals drawn up and checked on the individual tenders. A mistake in it may lead to the work 

being awarded it to a contractor who is not lowest. 

 

 Scrutiny of tenders: 

  After preparing comparative statement the tender opening authority shall verify 

whether the contractor has agreed to all the tender conditions or he has included any special 

condition and the consequent variation in the total amount has to be calculated. 

 If the acceptance of a particular tender does not rest with the Divisional officer to 

forward the tenders along with comparative statements and tender documents  with his 

recommendations for observations to the next higher authorities for consideration. 

 

Acceptance of tenders: 

  Based upon the comparative statement,  usually the lowest tender is accepted except in 

the case where the work of the contractor who was quoted the lowest rate has not been 

satisfactory on previous occasions or there is doubt. 

 The tender whose rates are accepted is intimated to sign the contract documents. if we 

fails to sign with in specified time, is offer may be cancelled and is security deposit forfitted 

 and they work may be allotted to the next tender whose bid is lowest among others. 

 

Execution of contract agreement: 

  After the acceptance of the tender the preparation of contract document,  it the 

contractor is required to pay a the security deposit before the contract agreement is signed. The 

contract agreement should be executed in the prescribed form and signed by the contractor or 

is authorised representatives and the authority  on the behalf of Government. 

  

Earnest money deposit( EMD) 

When the contractor submit the tender for a work ,  he has to deposit some amount  

usually at about 2% of the estimated cost to the department and a guarantee of the tender. If 

the contractor refuses to take up the work when is tender accepted, is earnest money is forfeited. 

But the earnest money of all other contractors whose tenders have not been accepted will be 

returned to the respective contractors. The earnest money may be in cash or fixed deposit in 

bank, cash certificate, bank guarantee like saving certificate etc. 

 

Security deposit: 

  Once the tender is accepted, the selected contractors should deposit 10% of the total 

cost of work as security deposit with the Department. This amount includes the earnest money 
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already deposited.  The contractor may deposit the entire amount at the beginning of the work 

or it may be deducted from the running bill of the contractor. 

 The contractor should fulfill all the conditions of contract and carry out the work 

satisfactory according to the specification and complete the work in time. If the contractor fails 

to satisfy terms of agreement,  then the part or complete amount of security money will be 

forfeited.  If he complete the work as per the conditions of the agreement with in the specified 

time, the security deposit will be refunded to the contractor.  This amount will be refunded 6 

month after the completion of work. any defects noticed during this observation period is to be 

rectified by the contractor at his cost. 

 

Power of accepting the tender: 

When the tenders are accepted by different authorities according to the power of 

delegation. This differs from state to state generally  the chief engineer and the Superintendent 

engineer has full power. Executive Engineer will have limited powers. 

 

Work order: 

This type of agreement is used for petty works.  In this case No formal agreement is 

drawn up  with the contractor as in the case of piece work,  when the work is awarded by the 

work order.  It can be used in situations where it is not possible to call tender for petty works. 

The money limit is different in different states. Sometimes in work order time limit with in 

which the work is to be completed can be specified. Contractors are usually selected by taking 

quotations. payment is made on the measurement of work and 10 percentage of total amount 

is deducted from the running account bill as security deposit and which will be refund date in 

the final payment on the satisfactory completion of work. 

 

 Site order book 

  The contractor shall within 10 days of the received of the return order to take up work, 

He has to supply one site order book to the sub divisional officer/ Assistant Executive Engineer 

concerned.  The  site order book shall have machine number pages in triplicate and will be  

initialed by the Assistant Engineer Incharge.  This site order book shall be kept at the site of 

work under the custody of the Assistant Engineer or is authorised representative. important 

points related to site order book are: 

1.Directions or instructions from departmental officers to be issued to the contractor, 

will be entered in the site order book( except when the directions or instructions are 

given by separate letters). 

2. The contractor or his authorised representative shall regularly note the entries in the 

site order book and may take any of the duplicate page of the site order book for his 

own record. 

3.In case of supplementary( extra climes)  five terms of claim shall not be entertained 

unless supported by entries in this site order book or any written order. 

4. The site order book shall be enclosed along with the Final bill to verify the 

Supplementary climes. 
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Work program: 

  The contractor shall have to submit within 3 days from the written order to commence 

the work to the the Engineer in charge a fully detailed program showing the proposed methods 

of construction, plant and Temporary works, sequence of operation and time schedule of each 

such operation. The work program shall be approved by the Engineer in charge. the contractor 

must maintain the progress of work with the work program. 

 

Contractors ledger 

  Contractors ledger is a personal account of a contractor where all transaction regarding 

the particulars of contractor are entered. It is maintained in the Divisional Office in prescribed 

form.  All payments, recoveries adjustments etc  are taken in Ledger.  For every contractor 

separate ledger is maintained and each contractors ledger is closed and balanced monthly. 

 

Contract 

When two or more persons have common intention communicated to each other to 

create some obligation between them there is said to be an agreement. 

An agreement which is enforceable by law is a “contract”. 

In civil engineering construction contract is an undertaking by a person or form to do 

any work under certain terms and conditions. the work maybe for construction for 

maintenance and repairs, for supply of materials or labours etc,.  

 

Contractor: 

The contractor means a person or firm to do any type of contract. 

 

Contract system of execution of work: 

  All departmental works except in special circumstances will be usually executed 

through the contractors.  the following procedure is followed: 

1. after the detailed plans and drawings are approved and all the sanctions obtained, 

contract for a work is arranged by inviting sealed tenders 

2. tenders are opened at the specified date by officer inviting tender in the presence of 

the contractor and comparative statement is prepared. usually the lowest tender is 

accepted. 

3. the contractor whose tender is accepted has to come to an agreement with the 

department to execute the work as per the conditions in the agreement. the contractor 

will be issued the work order to come in the work. 

4. the contractor will start the work under the supervision of Section Officer in charge. 

for all day works executed, the contractor will be paid on running account bill which 

will be prepared by the Section Officer. 

 

Types of contract: 

There are 6 types of contract: 

1. Piece work contract. 

2. Item rate or unit price contract . 
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3.lump sum contract. 

4. cost plus percentage contract. 

5. combination of lump sum and Schedule of Rates contract. 

6 Labour contract. 

 

1. Piece work contract: 

  It is an agreement by which the worker agrees to execute the different items of work 

on mutually agreed rates. The agreement contains different items of work to be carried out with 

proper description and rates for unit quantity of work.  

The contractors agrees to execute a specific work at stipulated rates, without reference 

to total quantity or time taken. Small works which do not required Engineering skills for 

execution like earth work excavation, maintenance work, Patchwork and whitewashing may 

be carried through piece work contract. 

 

Merits 

1.  It is the best suited for small work and they work which will not require theEngineering 

skill 

2.  Work maybe completed very quickly. 

3.  It is the economical as the worker takes the small works with their wages a little margin 

over it. 

4.  Where the works for small and spread out, fees work contract works out to be cheaper 

and quicker. 

  

Demerits: 

1.  The time is not considered so the workers can take their own time to complete the job 

so that rate of progress of work will reduce. 

2.  The department has to arrange dated and close supervision and checking the peace 

worker who does not have professional skills. 

 

2. Item rate or unit price contract: 

  In this contract the contractor undertakes the execution of work at the unit rates agreed 

at the time of tender. The payment is made to the contractor by detail measurement of the work 

actually executed by the contractor.  

This method of contract is used in most of the works in projects, maintenance of 

buildings, irrigation projects etc., 

 

Merits: 

1.  since the work is distributed as an item wise  there will be no dispute between the 

owner and the contractor. 

2.  drawing and specifications can be changed at any instant at any time. 

3.  finalisation of bill is done by taking the measurement of work done by the contractor 

hence it is economical 

 Demerits: 

1.  the final cost cannot be determined before the completion of work 
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2.  comparative statement of item rate tender is more elaborate and comprehensive and 

intelligent scrutiny is required. 

 

3. lump sum contract: 

  In this contract the contractor agrees to execute a complete work in all aspect for a 

specific amount within a specified time. The plans,  drawings and specifications of all items of 

the work are provided to the contractor but the details of quantities will not be given and the 

contractor will have to complete the work as per plan and specification within the contract 

period. 

 on completion off the work, ok no measurements will be taken by the department.  

The contractor will be paid and fixed amount as agreed by checking the whole work in 

comparing with plan,  drawing and specification. 

  

Merits: 

1.  production and cost of construction due to  competition of contractors. 

2.  the amount to be spent on the work is known accurately well in advance. 

3.  the contractor try to complete the work early as it is advantages for him. 

 

Demerits: 

1.  it is very difficult to make changes in drawings and plans during construction. 

2.  if the specifications and drawings are not clear, may lead to difficulties and defective 

construction. 

 

4. Cost plus percentage contract: 

  This contract the contractor is paid the actual cost of the building plus a fixed 

percentage for is overhead expenses, services and profit.  

The contractor procures the materials and arranges the labour at his own cost keeping 

the proper account and he is paid by the department or owner the whole cost together with 

certain percentage, normally 10 percentage as his profit. 

 

Merits: 

1.  there is no chance of dispute for carrying out any extra. Item 

2.  the contractor can take the dishum independently and the work can be completed 

quickly. 

3.  there is no major difference of opinion with the contractor and owner. 

 

Demerits: 

1.  the final cost cannot be determined before the completion of the work. 

2.  the quality of work maybe poor. 

3.  it is very difficult to calculate actual cost incurred by the contractor. the department/ 

Warner as to keep a check over labour, material cost and Quality of work. 
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5. Labour contract: 

  In this contract the contractor undertakes only the labour portion of the work. All the 

necessary materials are supplied to the site by the department or owner and the contractor 

arranges his own labours and gets the work done as per the specification. 

 The contractor is paid for the labours only on the actual quantities of the work done 

measured under the item rate basis. 

 

Merits: 

1.  the materials stored by the government for the utilised. 

2.  since materials are supplied by department, better progress and standard quality can be 

maintained. 

  

Demerits: 

1.  there may be a delay in obtaining the materials by the department. 

2.  a large Storage Area is required to store the different kinds of materials a constant 

guarding etc are essential. 

3. Theft from store, shortage of materials, accounting all the materials are constant worries 

for a department. 

 

6. Negotiated contract: 

  When work is awarded it on contract by manual negotiation between the parties 

without call of tenders, it is said to be a negotiated contract. In PWD contractors are negotiated 

only in special circumstances such as: 

1. to obtain reasonable rates 

 2.to meet this situation arises out of emergency e like construction of Shelters for displaced 

persons comer strengthening Runway for National Defence extra at short notice 

 

General conditions of contract 

  The following are the general conditions of contract: 

1.  the rates A grade by the contractor should be for complete work including 

transportation of materials, labours, tools, plants and all other necessary arrangements. 

2.  the contractor should deposit 10% of the cost of the work as security deposit. play 

contractor May deposit the entire amount at the beginning of the work or it may be 

deducted from the running bill of the contractor. 

3. a contractor should complete the work within the specified time, otherwise is liable for 

penalty 

4.  the time may be extended by the department for valid reasons requested by the 

contractor. 

5.  the cost of the material issued to the contractor or equipment given to the contractor 

shall be deducted from is running bill. 

6.  the work has to be done directly according to the drawing, plan and specifications and 

order issued by the authority. 
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7.  the contractor may be terminated for his bad work or unsatisfactory progress and the 

part or full security deposit may be fortified. 

8.  the work shall be open for inspection. 

9.  extra items which are not included in the contractor shall be paid as per current 

schedule of rates. 

10.  compensation to the workman shall be paid by the contractor for any accident or 

damage. 

11.  all taxes, royalties etc,. shall have to be paid by the contractor which are included in 

the rates. 

 

Contract agreement: 

 Contract agreement is a written document binding legally the contractor and the 

department to follow the rules and regulations and the conditions given, till the work entrusted 

to the contractor is completed. All pages of the agreement must be signed by both the parties. 

 The contract agreement must contain the following details: 

1.  title page with name of the work and contract number. 

2.  index page giving the contents of the agreement with page references. 

3.  tender notice with description of work, location, time, period of completion etc,. 

4. Bill of quantities and total cost of works etc,. 

5.  schedule of issue of materials giving list of materials to be issued to the contractor with 

rate and place of issue. 

6.  general specifications giving the clauses and type of work. 

7.  detailed specifications for each item of work and materials. 

8.  complete drawing with plan, elevation, site plan and other relevant detail drawings,all 

fully dimensioned. 

9.  conditions of contract giving rate of labour, materials, tools and plants, progress rate 

excetra. 

10.  special conditions regarding nature of work, Texas, royalties, labour amenities excetra  
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Law of contract as per Indian Contract Act 1872 

The Contracts or agreements between various parties are framed and validated by the Indian 

Contract Act. Contract Act is one of the most central laws that regulates and oversees all 

the business wherever a deal or an agreement is to be reached at. The following section will tell 

us what a contract is. 

We will see how a contract is defined by The Indian Contract Act, 1872. We will also define 

the terms as per the Act and see what that means. In these topics, we will decipher all the 

vivid aspects of the Contract Act. Let us begin by understanding the concept of a contract. 

Contract Act 

The Indian Contract Act, 1872 defines the term “Contract” under its section 2 (h) as 

“An agreement enforceable by law”. In other words, we can say that a contract is anything that is 

an agreement and enforceable by the law of the land. 

This definition has two major elements in it viz – “agreement” and “enforceable by law”. So in 

order to understand a contract in the light of The Indian Contract Act, 1872 we need to define and 

explain these two pivots in the definition of a contract. 

Agreement 

The Indian Contract Act, 1872 defines what we mean by “Agreement”. In its section 2 (e), the Act 

defines the term agreement as “every promise and every set of promises, forming 

the consideration for each other”. 

Now that we know how the Act defines the term “agreement”, there may be some ambiguity in 

the definition of the term promise. 

Promise 

This ambiguity is removed by the Act itself in its section 2(b) which defines the term “promise” 

here as: “when the person to whom the proposal is made signifies his assent thereto, the proposal 

is said to be accepted. Proposal when accepted, becomes a promise”. 

In other words, an agreement is an accepted promise, accepted by all the parties involved in the 

agreement or affected by it. This definition thus introduces a flow chart or a sequence of steps that 

need to be triggered in order to establish or draft a contract. The steps may be described as under: 

https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/
https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/
https://www.toppr.com/guides/business-law-cs/introduction-to-law/various-definitions-of-law/
https://www.toppr.com/guides/business-studies/nature-and-purpose-of-business/concept-and-characteristics-of-business/
https://www.toppr.com/guides/business-laws/the-sale-of-goods-act-1930/definitions-of-important-terms/
https://www.toppr.com/guides/accountancy/accounting-for-partnership/special-aspects-partnership-accounts-its-maintenance/
https://www.toppr.com/guides/business-laws-cs/indian-contract-act-1872/agreement-with-minor/
https://www.toppr.com/guides/english/vocabulary/words/
https://www.toppr.com/guides/economics/indian-economy-1950-1990/land-reforms/
https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/what-is-a-contract/
https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-ii/legality-of-object-and-consideration/
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i. The definition requires a person to whom a certain proposal is made. 

ii. The person (parties) in step one have to be in a position to fully understand all the aspects 

of a proposal. 

iii. “signifies his assent thereto” – means that the person in point one accepts or agrees with 

the proposal after having fully understood it. 

iv. Once the “person” accepts the proposal, the status of the proposal changes to “accepted 

proposal”. 

v. “accepted proposal” becomes a promise. Note that the proposal is not a promise. For the 

proposal to become a promise, it has to be accepted first. 

Thus, in other words, an agreement is obtained from a proposal once the proposal, made by one 

or more of the participants affected by the proposal, is accepted by all the parties addressed by the 

agreement. To sum up, we can represent the above information below: 

Agreement = Offer + Acceptance. 

Enforceable By Law 

Now let us try to understand this aspect of the definition as is present in the Act. Suppose you 

agree to sell a unicorn for ten magic beans with a friend. Can you have a contract for this? 

Well if you follow the steps in the previous section, you will argue that once you and your friend 

agree on the promise, it becomes an agreement. But in order to be a contract as per the definition 

of the Act, the agreement has to be legally enforceable. 

Thus we can say that for an agreement to change into a Contract as per the Act, it must give rise 

to or lead to legal obligations or in other words must be within the scope of the law. Thus we can 

summarize it as Contract = Accepted Proposal (Agreement) + Enforceable by law (defined within 

the law) 

  

https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/proposal-or-offer/
https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/proposal-or-offer/
https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/proposal-or-offer/
https://www.toppr.com/guides/business-laws/indian-contract-act-1872-part-i/acceptance/
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THE INDIAN CONTRACT ACT, 1872 

____________ 

ARRANGEMENT OF SECTIONS 

____________ 

SECTIONS 

PREAMBLE 

PRELIMINARY 

1. Short title. 

Extent. 

Commencement. 

Saving. 

2. Interpretation-clause. 

CHAPTER I 

OF THE COMMUNICATION, ACCEPTANCE AND 

REVOCATION OF PROPOSALS 

3. Communication, acceptance and revocation of proposals. 

4. Communication when complete. 

5. Revocation of proposals and acceptances. 

6. Revocation how made. 

7. Acceptance must be absolute. 

8. Acceptance by performing conditions, or receiving consideration. 

9. Promises, express and implied. 

CHAPTER II 

OF CONTRACTS, VOIDABLE CONTRACTS AND VOID 

AGREEMENTS 

10. What agreements are contracts. 

11. Who are competent to contract. 

12. What is a sound mind for the purposes of contracting. 

13. “Consent” defined. 

14. “Free consent” defined. 

15. “Coercion” defined. 

16. “Undue influence” defined. 

17. “Fraud” defined. 

18. “Misrepresentation” defined. 

19. Voidability of agreements without free consent. 

19A. Power to set aside contract induced by undue influence. 

20. Agreement void where both parties are under mistake as to matter of fact. 

21. Effect of mistakes as to law. 

22. Contract caused by mistake of one party as to matter of fact. 

2 

SECTIONS 

23. What considerations and objects are lawful, and what not. 

Void agreements 

24. Agreement void, if considerations and objects unlawful in part. 
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25. Agreement without consideration, void, unless it is in writing and registered, or is a promise 

to 

compensate for something done, or is a promise to pay a debt barred by limitation law. 

26. Agreement in restraint of marriage, void. 

27. Agreement in restraint of trade, void. 

Saving of agreement not to carry on business of which good-will is sold. 

28. Agreements in restraint of legal proceeding void. 

Saving of contract to refer to arbitration dispute that may arise. 

Saving of contract to refer questions that have already arisen. 

Saving of a guarantee agreement of a bank or a financial institution. 

29. Agreements void for uncertainty. 

30. Agreements by way of wager, void. 

Exception in favour of certain prizes for horse-racing. 

Section 294A of the Indian Penal Code not affected. 

CHAPTER III 

OF CONTINGENT CONTRACTS 

31. “Contingent contract” defined. 

32. Enforcement of contracts contingent on an event happening. 

33. Enforcement of contracts contingent on an event not happening. 

34. When event on which contract is contingent to be deemed impossible, if it is the future 

conduct of 

a living person. 

35. When contracts become void which are contingent on happening of specified event within 

fixed 

time. 

When contracts may be enforced, which are contingent on specified event not happening within 

fixed time. 

36. Agreement contingent on impossible events void. 

CHAPTER IV 

OF THE PERFORMANCE OF CONTRACTS 

Contracts which must be performed 

37. Obligation of parties to contracts. 

38. Effect of refusal to accept offer of performance. 

39. Effect of refusal of party to perform promise wholly. 

By whom contracts must be performed 

40. Person by whom promise is to be performed. 

41. Effect of accepting performance from third person. 

3 

SECTIONS 

42. Devolution of joint liabilities. 

43. Any one of joint promisors may be compelled to perform. 

Each promisor may compel contribution. 

Sharing of loss by default in contribution. 

44. Effect of release of one joint promisor. 
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45. Devolution of joint rights. 

Time and place for performance 

46. Time for performance of promise, when no application is to be made and no time is 

specified. 

47. Time and place for performance of promise, where time is specified and no application to 

be 

made. 

48. Application for performance on certain day to be at proper time and place. 

49. Place for performance of promise, where no application to be made and no place fixed for 

performance. 

50. Performance in manner or at time prescribed or sanctioned by promise. 

Performance of reciprocal promises 

51. Promisor not bound to perform, unless reciprocal promisee ready and willing to perform. 

52. Order of performance of reciprocal promises. 

53. Liability of party preventing event on which the contract is to take effect. 

54. Effect of default as to that promise which should be first performed, in contract consisting 

of 

reciprocal promises. 

55. Effect of failure to perform at fixed time, in contract in which time is essential. 

Effect of such failure when time is not essential. 

Effect of acceptance of performance at time other than that agreed upon. 

56. Agreement to do impossible act. 

Contract to do an act afterwards becoming impossible or unlawful. 

Compensation for loss through non-performance of act known to be impossible or unlawful. 

57. Reciprocal promise to do things legal, and also other things illegal. 

58. Alternative promise, one branch being illegal. 

Appropriation of payments 

59. Application of payment where debt to be discharged is indicated. 

60. Application of payment where debt to be discharged is not indicated. 

61. Application of payment where neither party appropriates. 

Contracts which need not be performed 

62. Effect of novation, rescission, and alteration of contract. 

63. Promise may dispense with or remit performance of promise. 

64. Consequences of rescission of voidable contract. 

65. Obligation of person who has received advantage under void agreement, or contract that 

becomes 

void. 

66. Mode of communicating or revoking rescission of voidable contract. 

67. Effect of neglect of promisee to afford promisor reasonable facilities for performance. 

4 

CHAPTER V 

OF CERTAIN RELATIONS RESEMBLING THOSE CREATED BY CONTRACT 

SECTIONS 

68. Claim for necessaries supplied to person incapable of contracting, or on his account. 
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69. Reimbursement of person paying money due by another, in payment of which he is 

interested. 

70. Obligation of person enjoying benefit of non-gratuitous act. 

71. Responsibility of finder of goods. 

72. Liability of person to whom money is paid, or thing delivered, by mistake or under coercion. 

CHAPTER VI 

OF THE CONSEQUENCES OF BREACH OF CONTRACT 

73. Compensation for loss or damage caused by breach of contract. 

Compensation for failure to discharge obligation resembling those created by contract. 

74. Compensation for breach of contract where penalty stipulated for. 

75. Party rightfully rescinding contract, entitled to compensation. 

CHAPTER VII 

SALE OF GOODS 

76. —123. [Repealed.] 

CHAPTERVIII 

OF INDEMNITY AND GUARANTEE 

124. “Contract of indemnity” defined. 

125. Rights of indemnity-holder when sued. 

126. “Contract of guarantee”, “surety”, “principal debtor” and “creditor”. 

127. Consideration for guarantee. 

128. Surety‟s liability. 

129. “Continuing guarantee”. 

130. Revocation of continuing guarantee. 

131. Revocation of continuing guarantee by surety‟s death. 

132. Liability of two persons, primarily liable, not affected by arrangement between them that 

one 

shall be surety on other‟s default. 

133. Discharge of surety by variance in terms of contract. 

134. Discharge of surety by release or discharge of principal debtor. 

135. Discharge of surety when creditor compounds with, gives time to, or agrees not to sue, 

principal 

debtor. 

136. Surety not discharged when agreement made with third person to give time to principal 

debtor. 

137. Creditor‟s forbearance to sue does not discharge surety. 

138. Release of one co-surety does not discharge others. 

139. Discharge of surety of creditor‟s act or omission impairing surety‟s eventual remedy. 

140. Rights of surety on payment or performance. 

5 

SECTIONS 

141. Surety‟s right to benefit of creditor‟s securities. 

142. Guarantee obtained by misrepresentation invalid. 

143. Guarantee obtained by concealment invalid. 

144. Guarantee on contract that creditor shall not act on it until co-surety joins. 
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145. Implied promise to indemnify surety. 

146. Co-sureties liable to contribute equally. 

147. Liability of co-sureties bound in different sums. 

CHAPTER IX 

OF BAILMENT 

148. “Bailment”, “bailor” and “bailee” defined. 

149. Delivery to bailee how made. 

150. Bailor‟s duty to disclose faults in goods bailed. 

151. Care to be taken by bailee. 

152. Bailee when not liable for loss, etc., of thing bailed. 

153. Termination of bailment by bailee‟s act inconsistent with conditions. 

154. Liability of bailee making unauthorized use of goods bailed. 

155. Effect of mixture, with bailor‟s consent, of his goods with bailee‟s. 

156. Effect of mixture, without bailor‟s consent, when the good can be separated. 

157. Effect of mixture, without bailor‟s consent, when the goods cannot be separated. 

158. Repayment, by bailor, of necessary expenses. 

159. Restoration of goods lent gratuitously. 

160. Return of goods bailed, on expiration of time or accomplishment of purpose. 

161. Bailee‟s responsibility when goods are not duly returned. 

162. Termination of gratuitous bailment by death. 

163. Bailor entitled to increase or profit from goods bailed. 

164. Bailor‟s responsibility to bailee. 

165. Bailment by several joint owners. 

166. Bailee not responsible on re-delivery to bailor without title. 

167. Right of third person claiming goods bailed. 

168. Right of finder of goods. 

May sue for specific reward offered. 

169. When finder of thing commonly on sale may sell it. 

170. Bailee‟s particular lien. 

171. General lien of bankers, factors, wharfingers, attorneys and policy-brokers. 

Bailments of pledges 

172. “Pledge”, “Pawnor” and “Pawnee” defined. 

173. Pawnee‟s right of retainer. 

174. Pawnee not to retain for debt or promise other than that for which goods pledged. 

Presumption in case of subsequent advances. 

6 

SECTIONS 

175. Pawnee‟s right as to extraordinary expenses incurred. 

176. Pawnee‟s right where pawnor makes default. 

177. Defaulting pawnor‟s right to redeem. 

178. Pledge by mercantile agent. 

178A. Pledge by person in possession under voidable contract. 

179. Pledge where pawnor has only a limited interest. 

Suits by bailees or bailors against wrong-doers 
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180. Suit by bailor or bailee against wrong-doer. 

181. Apportionment of relief or compensation obtained by such suits. 

CHAPTER X 

AGENCY 

Appointment and authority of agents 

182. “Agent” and “principal” defined. 

183. Who may employ agent. 

184. Who may be an agent. 

185. Consideration not necessary. 

186. Agent‟s authority may be expressed or implied. 

187. Definitions of express and implied authority. 

188. Extent of agent‟s authority. 

189. Agent‟s authority in an emergency. 

Sub-agents 

190. When agent cannot delegate. 

191. “Sub-agent” defined. 

192. Representation of principal by sub-agent properly appointed. 

Agent‟s responsibility for sub-agent. 

Sub-agent‟s responsibility. 

193. Agent‟s responsibility for sub-agent appointed without authority. 

194. Relation between principal and person duly appointed by agent to act in business of 

agency. 

195. Agent‟s duty in naming such person. 

Ratification 

196. Right of person as to acts done for him without his authority. 

Effect of ratification. 

197. Ratification may be expressed or implied. 

198. Knowledge requisite for valid ratification. 

199. Effect of ratifying unauthorized act forming part of a transaction. 

200. Ratification of unauthorized act cannot injure third person. 

7 

Revocation of authority 

SECTIONS 

201. Termination of agency. 

202. Termination of agency, where agent has an interest in subject-matter. 

203. When principal may revoke agent‟s authority. 

204. Revocation where authority has been partly exercised. 

205. Compensation for revocation by principal, or renunciation by agent. 

206. Notice of revocation or renunciation. 

207. Revocation and renunciation may be expressed or implied. 

208. When termination of agent‟s authority takes effect as to agent, and as to third persons. 

209. Agent‟s duty on termination of agency by principal‟s death or insanity. 

210. Termination of sub-agent‟s authority. 

Agent’s duty to principal 
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211. Agent‟s duty in conducting principal‟s business. 

212. Skill and diligence required from agent. 

213. Agent‟s accounts. 

214. Agent‟s duty to communicate with principal. 

215. Right of principal when agent deals, on his own account, in business of agency without 

principal‟s consent. 

216. Principal‟s right to benefit gained by agent dealing on his own account in business of 

agency. 

217. Agent‟s right of retainer out of sums received on principal‟s account. 

218. Agent‟s duty to pay sums received for principal. 

219. When agent‟s remuneration becomes due. 

220. Agent not entitled to remuneration for business misconducted. 

221. Agent‟s lien on principal‟s property. 

Principal’s duty to agent 

222. Agent to be indemnified against consequences of lawful acts. 

223. Agent to be indemnified against consequences of acts done in good faith. 

224. Non-liability of employer of agent to do a criminal act. 

225. Compensation to agent for injury caused by principal‟s neglect. 

Effect of agency on contracts with third persons 

226. Enforcement and consequences of agent‟s contracts. 

227. Principal how far bound, when agent exceeds authority. 

228. Principal not bound when excess of agent‟s authority is not separable. 

229. Consequences of notice given to agent. 

230. Agent cannot personally enforce, nor be bound by, contracts on behalf of principal. 

Presumption of contract to contrary. 

231. Rights of parties to a contract made by agent not disclosed. 

232. Performance of contract with agent supposed to be principal. 

233. Right of person dealing with agent personally liable. 

8 

SECTIONS 

234. Consequence of inducing agent or principal to act on belief that principal or agent will be 

held 

exclusively liable. 

235. Liability of pretended agent. 

236. Person falsely contracting as agent, not entitled to performance. 

237. Liability of principal inducing belief that agent‟s unauthorized acts were authorized. 

238. Effect, on agreement, of misrepresentation or fraud by agent. 

CHAPTER XI 

OF PARTNERSHIP 

239. —266. [Repealed.] 

SCHEDULE—[Repealed.] 

. 


