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10. CONTRACT FOR SALE OF GOODS

Historical Framework & Statutory Scope

Originally, the legal rules governing the purchase and sale of commercial commodities were contained

within Chapter VII of the Indian Contract Act, 1872. Recognizing the rapid evolution of trade systems and

merchant interactions, the legislature separated these sections to formulate a specialized act: The Sale of

Goods Act, 1930. This statute came into force on 1 July 1930 and provides specific guidelines for the

formation, execution, and performance of mercantile transactions involving movable assets throughout

India.

Statutory Definition

According to Section 4(1)  of the Sale of Goods Act, 1930:

"A contract of sale of goods is a contract whereby the seller transfers or agrees to transfer the

property in goods to the buyer for a price." 

The Critical Division: Sale vs. Agreement to Sell

Section 4 distinguishes between transactions completed immediately and those scheduled for a later date:

Sale: The ownership (property) in the subject goods passes directly from the vendor to the buyer right

at the moment the contract is completed. This creates an immediate transfer of risk.

Agreement to Sell: The transfer of ownership is scheduled to take place at a future date or depends

on the fulfillment of specific conditions. Once that time period passes or the conditions are met, the

agreement turns into a full sale.

• 

• 
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11. ESSENTIALS OF A CONTRACT OF SALE

The Five Foundational Pillars

To establish a legally binding contract of sale under the 1930 Act, five explicit statutory requirements must

be met simultaneously:

1. The Two-Party Requirement

There must be two distinct legal entities involved: a **Buyer** (defined under Section 2(1) as a person

who buys or agrees to buy goods) and a **Seller** (defined under Section 2(13) as a person who sells or

agrees to sell goods). A person cannot purchase their own property.

2. Movable Goods as Subject Matter

The contract must strictly involve **Goods** as defined under Section 2(7) . This definition covers every

type  of  movable  property  except  actionable  claims  and  money.  It  explicitly  includes  stocks,  shares,

growing crops, grass, and items attached to or forming part of the land that are agreed to be severed

before sale.

3. Transfer of General Property

The transaction must aim to transfer **General Property** (which means absolute legal ownership), not

merely Special Property (such as a temporary right of possession through a pledge or bailment).

Basis of

Comparison
Contract of Sale Agreement to Sell

Transfer of

Ownership

Passes immediately to the buyer at the

moment the contract is signed.

Stays with the seller until a specified

future date or condition is fulfilled.

Nature of

Contract

An executed contract (fully completed

transaction).

An executory contract (performance

remains pending).

Risk of Loss If the goods are destroyed, the buyer bears

the loss since ownership has transferred.

The seller bears the loss because

ownership remains with them.

Remedy for

Breach

The seller can sue the buyer directly for

the agreed price of the goods.

The seller can only sue for damages for

breach of contract, not the full price.
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4. Price as Monetary Consideration

The consideration for the transfer must consist entirely or partially of **Price** (which means money). A

direct exchange of goods for goods does not qualify as a sale under this Act; it is categorized as a barter

arrangement. However, a transaction combining goods and money can form a valid contract of sale.

5. General Contractual Validity

The agreement must fulfill all core requirements of a valid contract under Section 10 of the Indian Contract

Act, 1872, including competent parties, free consent, a lawful object, and a lawful purpose.

Visual Framework: Statutory Taxonomy of Goods

12. CONDITIONS AND WARRANTIES

Statutory Stipulations ( Section 12 )

During the formation of a contract of sale, parties make various statements, promises, and performance

claims. The law divides these terms into two categories based on how vital they are to the main purpose

of the contract: **Conditions** and **Warranties**.

A. Condition (Section 12(2))

"A condition is a stipulation essential to the main purpose of the contract, the breach of which gives

rise to a right to treat the contract as repudiated." 

A condition is a fundamental term that forms the core of the contract. If a condition is breached, the injured

party has the legal right to cancel the contract, reject the goods, and claim full damages.

📦 Existing Goods (Sec. 6)

Goods  physically  owned  or

possessed by the seller at the time

the  contract  is  made.  These  are

divided into **Specific** (identified

and  agreed  upon),

**Ascertained**,  or

**Unascertained** goods.

🚀 Future Goods [Sec.

2(6)]

Goods  that  need  to  be

manufactured, produced, or

acquired by the seller after

the  contract  of  sale  is

signed.  These  always

result  in an *Agreement to

Sell*.

🎲 Contingent Goods

[Sec. 6(2)]

A  type  of  future  goods

where  the  seller's

acquisition depends on an

uncertain  future  event

(e.g.,  "I  will  sell  you  the

cargo  *if*  the  container

ship safely arrives").
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B. Warranty (Section 12(3))

"A warranty is a stipulation collateral to the main purpose of the contract, the breach of which gives

rise to a claim for damages but not to a right to reject the goods and treat the contract as

repudiated." 

A warranty is a secondary or supporting promise. If it is breached, the buyer cannot reject the goods or

cancel the contract; they are limited to claiming financial damages to fix the issue.

When a Condition is Treated as a Warranty ( Section 13 )

Under specific circumstances, a buyer may be legally required or may voluntarily choose to treat a breach

of a condition as a breach of a warranty:

Voluntary Waiver: The buyer chooses to waive the condition or elects to treat the breach purely as a

claim for damages.

Compulsory Severance: If the contract cannot be divided and the buyer has already accepted the

goods or a portion of them, they can no longer reject the items. They must treat the issue as a breach

of warranty and seek financial damages.

Implied Conditions vs. Implied Warranties

The Act automatically inserts certain protective promises into every contract of sale, unless the parties

explicitly agree to exclude them:

1. 

2. 

Implied Conditions (Statutory

Requirements)
Implied Warranties (Secondary Guarantees)

• Condition as to Title (Sec. 14a): Presumes

the seller has the legal right to sell the goods.

• Sale by Description (Sec. 15): The delivered

goods must match the description provided.

• Sale by Sample (Sec. 17): The bulk of the

goods must match the sample provided in

quality.

• Merchantable Quality (Sec. 16(2)): The

goods must be fit for their ordinary purpose and

free from hidden defects. 

• Quiet Possession (Sec. 14b): Assures the buyer they

will enjoy uninterrupted possession of the goods.

• Freedom from Encumbrances (Sec. 14c): Guarantees

the goods are free from any third-party claims or liens that

were not disclosed before the sale. 
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13. CAVEAT EMPTOR & SALE BY NON-OWNERS

The Rule of Caveat Emptor ( Section 16 )

The term Caveat Emptor is an old common law principle that translates to: 

"Let the Buyer Beware." 

Under this baseline rule, the seller is not legally required to point out hidden defects or ensure the goods

are perfectly  suited for  the buyer's  unique needs.  It  is  the buyer's  responsibility  to  inspect  the items

thoroughly before making a purchase. If they make a poor choice, they cannot blame the seller.

Critical Exceptions that Protect the Buyer:

Fitness for a Specified Purpose: If the buyer explicitly tells the seller how they intend to use the

item, relies on the seller's professional skill or judgment, and the item falls within the seller's standard

trade inventory, an implied condition arises that the goods must be fit for that purpose.

Merchantable Quality: When goods are bought by description from a dealer,  there is an implied

condition that the items must be free from hidden manufacturing defects.

Fraud or Active Concealment: If the seller uses misrepresentation or actively conceals a defect that

an ordinary inspection could not uncover, the rule of Caveat Emptor does not apply.

Sale by Non-Owners

The foundational principle governing the transfer of ownership is captured by the legal maxim:

Nemo dat quod non habet — No one can give what they do not possess.

According to Section 27 , if an item is sold by someone who is not the true owner and does not have the

owner's authority, the buyer does not acquire valid legal title to the item, even if they acted in good faith.

Statutory Exceptions (Where a Non-Owner Can Pass Valid Title):

Sale by a Mercantile Agent (Sec. 27 Proviso): A sale by an authorized commercial agent who is in

possession of the goods with the owner's consent is valid, provided the buyer acts in good faith and is

unaware of any limitations on the agent's authority.

Sale by a Joint Owner (Sec. 28): If one of several co-owners has sole possession of an asset with

the consent of the other owners, they can pass full title to a good-faith buyer.

• 

• 

• 

1. 

2. 
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Sale by a Person Under a Voidable Contract (Sec. 29): If a seller acquired goods through coercion

or fraud (making the initial contract voidable), they can pass valid title to an innocent buyer, provided

the contract has not been legally canceled at the time of the sale.

Seller or Buyer in Possession After/Before Sale (Sec. 30): If a seller retains possession of goods

after selling them, or if a buyer takes possession of goods before ownership has officially transferred, a

sale to a third party can pass valid title, as long as that third party acts in good faith.

14. CONSUMER PROTECTION ACT 2019 (AN OVERVIEW)

Introduction and Institutional Shift

To address the growth of modern digital commerce, tele-shopping, and multi-layered supply networks, the

legislature  updated  its  consumer  protection  framework  by  passing  **The  Consumer  Protection  Act,

2019**. This statute replaced the older 1986 Act, introducing stronger measures to prevent unfair trade

practices, misleading advertisements, and product liability shortfalls in the modern marketplace.

The Six Statutory Consumer Rights

Key Structural Pillars of the 2019 Act

Central Consumer Protection Authority (CCPA): Establishes a powerful regulatory body with the

authority to investigate violations, order product recalls, halt deceptive advertisements, and issue fines

to manufacturers or endorsers who mislead the public.

Product Liability Provisions: Introduces strict rules allowing consumers to claim compensation from

a manufacturer, service provider, or seller for injuries or damages caused by a defective product or

deficient service.

E-Commerce Inclusion: Brings online marketplaces, digital service providers, and direct electronic

sellers under consumer protection rules, making them liable for product or service issues.

3. 

4. 

🛡️ Right to Safety 📋 Right to Information 🛒 Right to Choose

📣 Right to be Heard ⚖️ Right to Redressal 🎓 Right to Awareness

• 

• 

• 
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The Three-Tier Grievance Redressal Machinery

The Act sets up a clear three-tiered system of Consumer Dispute Redressal Commissions, organized by

the financial value of the claim:

💡 Simplified Filing & E-Daakhil To make dispute resolution easier, the 2019 Act allows consumers

to file complaints electronically through the **E-Daakhil** portal. Complaints can now be submitted

to the commission located where the consumer lives or works, rather than where the seller's

business is based, removing a significant hurdle for buyers. 

Commission

Level
Pecuniary Jurisdiction (Claim Value) Appellate Redress Pathway

District

Commission

Handles claims where the value of goods

or services does not exceed **₹50 Lakhs**.

Appeals against its decisions are made

directly to the State Commission.

State

Commission

Handles claims with values ranging from

**₹50 Lakhs to ₹2 Crores**.

Appeals against its decisions are made

directly to the National Commission.

National

Commission

Handles high-value claims exceeding **₹2

Crores**.

Appeals against its decisions are made

directly to the Supreme Court of India.
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