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Date 06.10.25 time 11.30 am period 3

Subject mis representation which means and include.

A

“The positive assertion, in a manner not warranted by the information of the person making

it, of that which is not true, though he believes it to be true.”

Case

Mohan lal vs shriganga ji cotton mills

In this case a inform to b that x will become director than share price will be jump.

Case

B

“Any breach of duty which, without an intent to deceive, gains an advantage to the person

committing it or anyone claiming under him, by misleading another to his prejudice or to the
prejudice of anyone claiming under him.”

Case: Oriental Bank Corporation v John Fleming (ILR 1879 Bom 242)

Facts:

e John Fleming, a businessman, was negotiating a contract with the Oriental Bank Corporation.
nalsarpro.org
e Fleming and the bank manager agreed on certain terms verbally, and Fleming asked the

manager to prepare a formal written deed (contract) reflecting what they had verbally
agreed.

Principle of Law:

o This case is an example of misrepresentation under Section 18(2) of the Indian
Contract Act, 1872:

“Any breach of duty which, without an intent to deceive, gains an advantage to the
person committing it or to anyone under him, by misleading another to his prejudice

... nalsarpro.org

o Even though the bank manager didn't form explicit fraudulent intent, the duty to be
honest or clear in representing what the document contained (especially given
Fleming’s reliance) was violated.

o Silence or failure to point out the extraneous “release” clause when asked to prepare
the agreement according to prior discussions can amount to misrepresentation if it
misleads the other party.

Case 2 phake vs mauric ???7?

C Section 18 (3) — Misrepresentation


https://nalsarpro.org/Portals/23/Paper%202-%20Law%20of%20Contracts.pdf?utm_source=chatgpt.com
https://nalsarpro.org/Portals/23/Paper%202-%20Law%20of%20Contracts.pdf?utm_source=chatgpt.com
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“Causing, however innocently, a party to an agreement to make a mistake as to the
substance of the thing which is the subject of the agreement.”

Meaning (in simple terms):

This means that if one party, even without bad intention, causes the other party to make a
mistake about the essential nature (substance) of the contract’s subject matter,
then it is misrepresentation.

Example:

A seller sells a ring to a buyer, both believing it to be an imitation ring (artificial).
Later it turns out to be a real diamond ring.
-> Here both parties were mistaken about the substance of the thing (the ring).

This is misrepresentation, because the buyer’s consent was based on a false understanding
of what he was buying.

™ Another example (common in animal cases):

Suppose a seller sells a horse, believing it to be healthy, and tells the buyer so.

Later, it turns out the horse was suffering from a disease at the time of sale.

Even though the seller did not know about the disease, his statement misled the buyer about
the substance of the contract (the horse’s condition).

- That’s misrepresentation under Section 18(3).

B Key Point:

There is no intention to deceive (so it’s not fraud).

But the buyer’s consent was obtained under a mistaken belief caused by the seller.

Hence, the contract becomes voidable at the option of the party misled (Section 19).

Case Name:

Ocean Steam Navigation Co. v. Sunder Das (1890) ILR 14 Bom 241
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Facts:

e The plaintiffs (Ocean Steam Navigation Co.) agreed to sell a ship to the defendants (Sunder
Das).

e At the time of making the contract, both parties believed that the ship was at sea and on
her way to Bombay.

e However, unknown to both, the ship had already sunk before the agreement was made.
% Judgment:
The Bombay High Court held that:

e The contract was void, because the subject matter (the ship) did not exist at the time of the
agreement.

e Both parties were under a common mistake regarding a fact essential to the contract
(existence of the ship).

e Therefore, there could be no contract at all.

*** in the matter of Misrepresentation contract will be avoidable.

Section 19 — Effect of coercion, fraud, or misrepresentation on agreement
Text (simplified):

When consent to an agreement is caused by coercion, fraud, or misrepresentation,
the contract is voidable at the option of the party whose consent was so caused.

Meaning:

If one party agrees to a contract because the other used force (coercion) or made false statements
(fraud or misrepresentation), then the agreement is not automatically void, but it is voidable —
meaning the affected party can choose:

e either to rescind (cancel) the contract, or

e to affirm (continue) it if they wish.

! Important Explanation:
e “Voidable” means the contract is valid until the aggrieved party cancels it.
e The party who was deceived or forced has the right to decide whether to continue or cancel.

e The other party (wrongdoer) has no right to enforce it.

Example:
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A tells B, “This land is free from all encumbrances,” though A knows it’s mortgaged.
B buys the land relying on that statement.

Later, B finds out the truth.

-> B’s consent was obtained by misrepresentation,

so under Section 19, the contract is voidable at B’s option.

Exception:

If the party whose consent was caused by misrepresentation or silence still had the means of
discovering the truth with ordinary diligence,
then they cannot avoid the contract.

For example:
If the buyer could have easily verified the facts but didn’t, they can’t later claim misrepresentation.

* Essence of Section 19:

A contract formed under coercion, fraud, or misrepresentation gives the injured party the power to
rescind it — but not the wrongdoer.

Mistake

Mistake of fact 20,22 mistake of law 21
Bilateral mistake 20

Unliteral mistake 22

A bilateral mistake (20)

According to section (20) where both the parties to an agreement are under state as to matter of fact
essential to the agreement the agreement void.

Smith v Hughes (1871) LR 6 QB 597

Facts:

e The plaintiff, Smith, was a farmer who offered to sell oats to the defendant, Hughes, a
racehorse trainer.

e Hughes believed that the oats being sold were old oats, which are suitable for feeding
racehorses.

e However, the oats were actually new oats, which horses usually do not eat.
e Smith never claimed that they were old oats — he simply sold them as “oats.”

o After delivery, Hughes discovered the truth and refused to pay, arguing that he had been
misled.
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Issue:

Was Hughes entitled to cancel the contract on the ground of mistake or misrepresentation?

% Judgment:
e The Court of Queen’s Bench held that the contract was valid, and Hughes was bound to pay.
e There was no misrepresentation, because Smith never said the oats were old.
e The mistake was unilateral — only Hughes was mistaken, not both parties.

e The seller is not bound to correct the buyer’s mistaken assumption if he did not cause it.

B uniliteral mistake

According to section (22) a contract is not voidable merely because it was force by one of the parties
to it being under a mistake as to matter of fact.

1. Tapling v. Jones (1865) and tort law

This is a prominent English case concerning the tort of nuisance, specifically the infringement of an
easement known as "ancient lights".

e Case facts: A plaintiff had a building with established rights to natural light through its
windows. The plaintiff renovated the building, changing the size and position of the old
windows and adding new ones. The neighbor (defendant) then built a wall that blocked all
the plaintiff's windows, including the old "ancient lights."

e Principle established: The House of Lords held that a person does not lose their right to an
ancient light by making alterations to their property, even if those alterations involve
opening new windows. The court found that the defendant's act of building a wall that
obstructed the ancient lights was unlawful.

Section 21 - Effect of Mistake as to Law
Text (simplified):

A contract is not voidable because it was caused by a mistake as to any law in force in India;
but a mistake as to a law not in force in India has the same effect as a mistake of fact.

Maxin used here
Maxim:

Ignoratio juris non excusat
(Pronunciation: Ig-nor-a-sheo joo-ris non eks-koo-sat)

Meaning:

“Ignorance of the law is no excuse.”

In mistake ignorance of law is not excuse.
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Free consent chapter finish.
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[ Chart: Sections 13 to 22 — Consent & Free Consent
(Indian Contract Act, 1872)

Section Title / Subject Meaning / Explanation (Simplified)  Effect / Example

Meeting of minds

Two or more persons are said to (consensus ad idem).
13 Consent defined consent when they agree upon the Example: A agrees to sell his
same thing in the same sense. car and B agrees to buy that

same car — consent.

Consent is free when not caused by If caused by any of these -
14 Free consent defined coercion, undue influence, fraud, not free - contract
misrepresentation, or mistake. voidable.

Committing or threatening to commit Contract is voidable at the

15 Coercion any act forbidden by the IPC, or option of the coerced party.
unlawfully detaining property, to make Example: Forcing someone
a person enter into a contract. to sign a deed under threat.
Voidable at the option of
When one party dominates the will of the influenced party.
16 Undue Influence another and uses that position to gain Example: Spiritual guru
an unfair advantage. pressuring disciple to gift
property.

Contract voidable +
damages claim. Example:
Selling fake gold as real
gold.

False representation made knowingly,
17 Fraud without belief in its truth, or
recklessly, to deceive another.

Contract voidable but no
damages. Example: Selling
horse as healthy, unaware
it’s sick.

False statement made innocently,
18 Misrepresentation without intent to deceive, causing
another to enter contract.

Effect of coercion, Contract is voidable at the option of . .
Aggrieved party may rescind
19 fraud, the party whose consent was caused
] . the contract.
misrepresentation by any of these.

Contract induced by undue influence
Effect of undue . ]
19A ] is voidable at the option of the party
influence
whose consent was so caused.

Court may set aside or
modify the contract.



CONTRACT 01.10.2025 TO 15.10.2025

Section Title / Subject Meaning / Explanation (Simplified)  Effect / Example

If both are mistaken about a fact
essential to agreement, the contract is
void.

Example: Selling a ship
believed to exist, but it had
sunk.

Mistake of fact (both

20 )
parties)

. . Mistake of Indian law = no excuse;
Mistake of law (Indian . .
21 ) Mistake of foreign law - treated as Ignorantia juris non excusat.
and foreign) .
mistake of fact.
Example: One party

Mistake of one party If only one party is mistaken, the assumes oats are old; other

22

(unilateral) contract is valid. never said so (Smith v
Hughes).
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Lawful object and lawful consideration.
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¢ 2. QY UfAW (Lawful Consideration):
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