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Section 2(b) of ICA stipulates that when the person to whom the offer is made signifies his 

assent thereto, then he is said to accept the proposal. In other words, acceptance means giving 

assent or affirmation to an offer.  

Acceptance is the assent given to a proposal and it has the effect of converting the proposal 

into promise.  

An acceptance is a final and unqualified expression of assent to the terms of an offer. Section 

2(b) defines acceptance as assent to the proposal by the person to whom the proposal has 

been made. An unqualified, unconditional acceptance of the offer creates a contract when 

communicated to the offeror (Section 7). Under Section 3, an acceptance may be 

communicated by any act or omission by which the offeree intends to communicate or has 

the effect of communicating it. Under Section 4, its communication is complete as against the 

proposer when it is put in a course of transmission to him so as to be out of the reach of the 

acceptor and as against the acceptor when it reaches the proposer.  

Essentials of valid acceptance 

1. Only that person can accept the proposal/ offer to whom the offer or proposal has 

been made.  

2. Acceptor and proposer must be competent.  

3. Acceptance must be communicated [Felthouse v. Bindley] 

4. Communication must be made by authorised person [Powel v. Lee] 

5. Mirror Rule- The acceptance should be given to that offer only. Acceptance should 

follow Mirror Rule i.e. offer and acceptance must be the exact replica of each other. 

Further section 7 stipulates that in order to convert an offer into promise the 

acceptance must be absolute and unqualified.  
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6. Acceptance must be given in the manner prescribed by the proposer [Elliason v. 

Henshaw] 

It is the discretion of the proposer to prescribe the manner of acceptance. If the manner is 

prescribed then offer must be accepted as per the manner provided. If it is not accepted in that 

manner, then the proposer can insist that it should be accepted according to the manner 

prescribed. But it has to be done within reasonable time. If the proposer does not object 

within reasonable time, then it will be deemed acceptance. Simply put delays destroy the 

rights of proposer to reject acceptance.  

As regards contracts which are concluded interabsentes i.e. when the parties are not present 

each other, the Postal Rule will apply. Section 4 of ICA stipulates the law pertaining to 

communication of acceptance as well as communication of revocation. In other words, it 

enshrines Postal Rule. Following points of law emanates from the conjoint reading of Section 

4 and Section 5 of ICA:  

1. The communication of offer is complete when it comes to the knowledge of the 

offeree.  

2. The communication of acceptance is complete as against the offeror when it is put in 

course of transmission to him by the acceptor.  

3. The communication of acceptance is complete as against the acceptor when it comes 

to the knowledge of offeror.  

4. The communication of revocation is complete as against the person who makes it 

when it is put into the course of transmission.  

5. As against the person to whom it is made when it comes to his knowledge.  

6. An offer may be revoked by an offeror at any time before the acceptance letter posted 

by the acceptor but not afterwards.  

7. An acceptance may be revoked at any time before the communication of acceptance 

comes to the knowledge of the offeror but not afterwards.  

8. As regards the place where the contract is concluded in cases pertaining to 

interabsentes, contract is concluded at the place of acceptor.  

Effect of Acceptance: A contract is created only after an offer is accepted, before the 

acceptance is made neither party is bound thereby. At that stage the offeror is free to revoke 

or withdraw his offer, and the offeree is free not to accept the offer or to reject the same. 

After the offer has been accepted it becomes a promise which, if other conditions of a valid 



3 

 

contract are satisfied, binds both the parties to the promise. After acceptance each party 

becomes legally bound by the promise made by him through the medium of offer and 

acceptance of it. The effect of acceptance of an offer has been explained by Anson: 

Acceptance is to an offer what a lighted match is to train of a gun powder. It provides 

something which cannot be undone. But the powder may become damp or the train 

might have been removed before the matches applied.  

In India revocation of acceptance is allowed and that is the reason why communication of 

acceptance is complete against the acceptor when it comes to the knowledge of the offeror. 

The time gap can be utilised by acceptor to revoke his acceptance.  

This statement of Anson aptly described position of law in England because in England 

acceptance once given cannot be revoked. This is the case in England, both in Postal as well 

as Instantaneous mode of communication.  

In India, Anson’s statement applies very well in instantaneous mode of communication 

because there is no revocation of acceptance. But in case of Postal Rule it does not apply 

because in that case revocation of acceptance is possible.  

Communication of Acceptance [Section 3 and Section 4]  

Overt act or external manifestation- The assent should be signified. It may be signified or 

expressed by any act or omission. According to Section 3 it may be signified or expressed by 

any act or omission, by which the party accepting intends to communicate his assent or which 

has the effect of communicating it. There should be some external manifestation (overt act) 

of acceptance. A mere mental determination to accept unaccompanied by any external 

indication will not be sufficient. Shah J., in Bhagwandas Goverdhandas Kedia v. Girdharilal 

Parshottamdas & Co. AIR 1966 SC 543 that an agreement does not result from a mere state 

of mind; intent to accept an offer or even a mental resolve to accept an offer does not give 

rise to a contract. There must be some external manifestations of that intent by speech, 

writing or other act. Such manifestations may be in the form of express words, written or 

spoken or may be signified through conduct.  

Acceptance by conduct: 

In Brodgen v. Metropolitan Railway Co. (1877) 2 App Cas 666 HL. B had been supplying 

coal to a railway company without any formal agreement. B suggested that a formal 
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agreement should be drawn up. The agent of both the parties met and draw up a draft 

agreement. It had some blanks when it was sent to B for his approval. He filled up the blanks 

including the name of arbitrator and then returned it to the company. The agent of the 

company put the draft in the drawer and it remained there without final approval having been 

signified. B kept up his supply of coal but on the new terms and also received payments on 

the new terms. A dispute having arisen, B refused to be bound by the agreement.  

The conduct of the company’s agent in keeping the agreement in his drawer was an 

evidence of the fact that he had mentally accepted it. The mere fact of retaining the draft 

was not a sufficient acceptance. But the subsequent conduct of the parties in supplying and 

accepting the coal on the basis of the proposed agreement was a conduct that evidenced or 

manifested their intention. The final acceptance “was clearly given”, said LORD CAIRNS 

LC, “when the company commenced a course of dealing which is referable only to the 

contract and when that course of dealing was accepted and acted upon by B in the supply of 

coals”.  

Another example of acceptance by conduct is action in terms of the offer. Section 8 provides 

that “performance of the conditions of a proposal, or the acceptance of any consideration for 

a reciprocal promise which may be offered with a proposal, is an acceptance of the proposal. 

Such proposal demands acceptance by performance.  

In Hindustan Co-op Insurance Society v. Shyam Sunder, AIR 1952 Cal 691, after 

preliminaries, the company informed the proposer that if he submitted the proposal and the 

half yearly premium, his proposal would be accepted. He did the same. The company cashed 

the cheque but had not yet replied to him their acceptance of the proposal that the proposer 

died. The encashment of the cheque was held to be a sufficient acceptance.  

Acceptance to be signified to offeror- Acceptance must be communicated to the offeror 

himself. A communication to any other person is an ineffectual as if no communication has 

been made.  

Felthouse v. Bindley (1863) 7 LT 835, the plaintiff offered by means of a letter to purchase 

his nephew’s horse. The letter said “If I hear no more about the horse, I consider the horse 

mine at 33. 15 dollar, to this letter no reply was sent. But the nephew told the defendant, his 

auctioneer not to sell the horse as it was already sold to his uncle. The auctioneer by mistake 

put up the horse for auction and sold it. The court said: “It is clear that the nephew in his own 
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mind intended for the proposition that an offeror cannot impose upon the offeree the burden 

of refusal. The offeror cannot say that if no answer is received within a certain time, the 

offer shall be deemed to have been accepted.  

Acceptance to be signified by acceptor: The communication of acceptance should be from a 

person who has the authority to accept. Information received from an unauthorised person is 

ineffective. Thus in Powel v. Lee (1908) 24 TLR 606, the plaintiff was an applicant for the 

headmastership of school. The managers passed a resolution appointing him but the decision 

was not communicated to him. One of the members, however, in his individual capacity 

informed him. The managers cancelled their resolutions and the plaintiff sued for breach of 

contract. Rejecting the action the court observed: “There must be notice of acceptance from 

the contracting party in some way”.  

An acceptance by a person to whom a proposal is not addressed is no acceptance.  

When communication is not necessary- In certain cases, however, communication of 

acceptance is not necessary.  

The offeror may prescribe a particular mode of acceptance. All that the acceptor has to do is 

to follow that mode.  

There may be an offer which impliedly indicates that acting on its terms will be sufficient 

acceptance. Again the offeror may have acquiesced in a certain conduct on the part of the 

offeree as equivalent to acceptance. In such a case also no formal acceptance is necessary.  

An offeror can dispense with notification of acceptance only in cases of unilateral contracts 

as opposed to bilateral contracts. Where the other party has to promise or to undertake to do 

something, the requirement of notification of his acceptance should not be allowed to be 

dispended with. If, for example in Felthouse v. Bindley, the nephew, without having replied 

to the Uncle’s letter had asked his uncle to take away the horse and pay the price, the position 

of the uncle would have been curious, for, while the uncle could hardly have denied the 

promise, the nephew could always say at his convenience whether by not communicating his 

acceptance he had accepted the offer or not. It is for this reason that the law has in such cases 

always insisted upon an overt act (external manifestation) of acceptance than a mere mental 

determination.  
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Mode of Communication- Acceptance should be in the prescribed manner [Section 7]. 

Acceptance has to be made in the manner prescribed or indicated by the offeror. An 

acceptance given in any other manner may not be effective, particularly where the offeror 

clearly insists that the acceptance shall be made in the prescribed manner.  

In Elliasion v. Henshaw, where the acceptance which should have been sent by a wagon but 

was sent by post and therefore arrived late, it was held that the defendant was not to be bound 

by acceptance.  

If the mail had reached earlier than the Wagon, according to Winfield and Cheshire and 

Fitfoot, the offeror would have been bound unless he had an exclusive preference for reply by 

wagon.  

A minor departure from the prescribed mode of communication should not upset the fact of 

acceptance provided that the communication is made in an equally expeditious way, for, in a 

case where the offeree was told to reply “by return of post” it was said by the Court of 

Exchequer that a reply sent by some other method equally expeditious would constitute a 

valid acceptance.  

This Anglo-American rule has, however, not been strictly followed in the Indian Contract 

Act.  

Section 7 no doubt requires that acceptance should be made in the manner prescribed in the 

proposal. But a departure from that manner does not of itself invalidate the acceptance. A 

duty is cast on the offeror to reject such acceptance within reasonable time and if he fails to 

do so, the contract is clinched on him and he becomes bound by the acceptance.  

The section should, therefore be read without reference to the English law on the subject.  

It has been held by the Calcutta High Court, that where an offeror requires that the 

acceptance should be sent to a particular person, it has to be read in a reasonable and sensible 

manner and there was no violation of Section 7 where the offeree, instead of writing to the 

particular person, met him personally to communicate his acceptance.  

There is, however, one advantage to the acceptor in following the prescribed mode. By giving 

his acceptance in that mode, he has done all that the offeror required him to do and he is 

entitled to the contract even if the acceptance does not reach the offeror.  
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Communication when posted (The Postal Rule)  

When the parties are at distance and are contracting through post or by messengers, the 

question arises when is the contract concluded? The question first arose in England in Adams 

v. Lindsell (1818) 106 ER 250, KB and the court held that a complete contract arises on the 

date when the letter of acceptance is posted in due course. This rule was affirmed by the 

Court of Appeal in Household Fire & Accident Ins Co v. Grant (1879) LR 4 Ex Div 26 CA, 

THESIGER LJ stated the rule thus: “An acceptance which only remains in the breast of the 

acceptor without being actually and by legal implication communicated to the offeror, is no 

binding acceptance. But if the post be treated as agent of both the parties, then as soon as the 

letter of acceptance is delivered to the post office, the contract is made as complete and final 

and absolutely binding as if the acceptor had put his letter into the hands of the messenger by 

the offeree himself as his agent to deliver the offer and to receive the acceptance. The 

acceptor, in posting the letter has “put in out of his control and done an extraneous act which 

clinches the matter and shows beyond all doubts that each side is bound. How, then, can a 

casualty in the post office, whether resulting in delay, which in commercial transactions is 

often as bad as no delivery, or in non-delivery, unbind the parties or unmake the contract.  

Acceptance by Post, etc. in the Indian Contract Act- Section 4 of the ICA mentions rules 

when the communication of acceptance is made by post, etc.  

The communication of acceptance is complete as against the proposer, when it is put in the 

course of transmission to him, so as to be out of the power of the acceptor.  

The communication of acceptance is complete as against the acceptor, when it comes to the 

knowledge of the proposer.  

Illustration- B accepts A’s proposal by a letter sent by post. The communication of the 

acceptance is complete as against A, when the letter is posted; as against B, when the letter is 

received by A.  

Difference between English and Indian Law: The only difference that the section makes is in 

the position of the acceptor. In England when a letter of acceptance is posted, both the offeror 

and acceptor becomes irrevocably bound. But in India the acceptor does not become bound 

by merely posting his acceptance. He becomes bound only when his acceptance comes to the 

knowledge of the proposer. The gap of the time between the posting and the delivery of the 

acceptance can be utilised by the acceptor for revoking his acceptance by a speedier 
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communication which will overtake the acceptance (section 5). But the contract is concluded 

at the place where the letter of acceptance is posted.  

Parties in direct communication (against Postal Rule)- Where the parties are in each other’s 

presence pr through separated in space, they are in direct communication, as for example by 

telephone, no contract will arise until the offeror received the notification of the acceptance.  

Instantaneous Mode of Communication 

1. Entores Limited v. Miles for East Corporation 

2. Bhagwandas v. Gobardhandas 

3. Trimex  

4. Section 13 of IT Act specially Sub-Section (1) & (2) of Section 13.  

5. Contract Concluded- Place of offeror and in general mode of communication it is 

place of offeree.  

 

Entores Limited v. Miles for East Corporation; Denning LJ observed as follows:  

Let me first consider a case 

(1) Where two people make a contract by word of mouth in the presence of one another. 

Suppose, for instance, that I shout an offer to a man across the river or a courtyard but I do 

not hear his reply because it is drowned by an aircraft flying overheard. There is no contract 

at that moment. If he wishes to make a contract, he must wait till the aircraft is gone and then 

sought back his acceptance so that I can hear what he says.... 

(2) Now take a case where two people make a contract by telephone. Suppose for instance, 

that I can make offer to a man by telephone and in the middle of his reply, the line goes dead. 

So that I do not hear his words of acceptance. There is no contract at that moment.  

(3) The court of Appeal held that telex is a method of instantaneous communication and the 

rule about instantaneous communication between the parties is different from the rule about 

the post. The contract is only complete when the acceptance is received by the offeror, and 

the contract is made at the place where the acceptance is received.  

The principle of Entores case has been endorsed by the Supreme Court in Bhagwandas case. 

In this case, the plaintiffs made an offer from Ahmedabad to the defendant at khamgaon to 
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purchase certain goods and the defendant accepted the offer. The question was whether the 

conversation resulted in a contract at khmgaon or at Ahmedabad. A majority of the judges 

preferred to follow the English rule as laid down in the Entores case and saw no reason for 

extending the post office rule to telephonic communications. Shah J. felt that Section 4 does 

not imply that the contract is made qua the proposer at one place and qua the acceptor 

at another place. The contract become complete when the acceptance of the offer is 

intimated to the offeror. But he continued to say that the draftsman of the Indian 

Contract Act could not have envisaged use of telephone because it had not yet been 

invented and therefore, the words of the section should be confined to communications 

by post. 

Emails: whenever there is communication by instantaneous mode i.e. telephone, telex, the 

sender is able to know immediately whether his communication has reached or not and also 

has an opportunity to make a proper communication.  

When communication is sent by post/telegram then there is a risk of being lost and sender 

may not know about it. No meeting of mind actually happens here but only deemed by law 

that it happened so.  

In case of email the message is transmitted immediately, however, it may happen that an 

acceptance sent by fax may not be received. And hence should not be considered effective 

instantly. The addressee will receive it if the server facility is available and when the 

addressees access it. This case is equivalent to communication by post.  

In Entores case, an offer was made through Telex by a person in England to Holland. On the 

dispute over the place of suing, court held that place of conclusion of contract was England, 

because offer was sent from England and also the acceptance was finally received there only.  

Section 13: Time and place of despatch and receipt of electronic record 

(1) Save as otherwise agreed to between the originator and the addressee, the dispatch of an 

electronic record occurs when it enters a computer resource outside the control of the 

originator. 

(2) Save as otherwise agreed between the originator and the addressee, the time of receipt of 

an electronic record shall be determined as follows, namely – 
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(a) if the addressee has designated a computer resource for the purpose of receiving electronic 

records 

(i) receipt occurs at the time when the electronic record enters the designated computer 

resource;  

(ii) if the electronic record is sent to a computer resource of the addressee that is not the 

designated computer resource, receipt occurs at the time when the electronic record is 

retrieved by the addressee; 

(b) if the addressee has not designated a computer resource along with specified timings, if 

any, receipt occurs when the electronic record enters the computer resource of the addressee. 

(3) Save as otherwise agreed between the originator and the addressee, an electronic record is 

deemed to “be dispatched at the place where the originator has his place of business, and is 

deemed to be received at the place where the addressee has his place of business. 

 

Revocation of offer 

Section 6 of ICA provides for four methods of revocation of an offer.  

1. Notice of revocation by offeror or his authorized agent.  

2. Lapse of given time, if time is not provided then lapse of reasonable time.  

3. Non-fulfilment of condition precedent.  

4. Death of the offeror but death comes to the knowledge before the communication of 

acceptance.  

Difference between English Law and Indian Law 

In English law the offer can be revoked by the offeror or information of the revocation can be 

given by third party. But in Indian Law, this notice of revocation can be given by offeror or 

his authorized agent only and it cannot be given by third party.  

 

A makes an offer to B which reaches B on 1st August at 10 AM. B sends acceptance the next 

day 2nd august at 4 PM. But before that A sends revocation of offer on 2nd August at 1 PM 
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which reaches B at 4:30 PM the same day. A argues offer is revoked whereas B argued that 

there is a valid contract.  

The defendant offered to the plaintiff to sell his property to him and the offer was to remain 

open till 9AM on 12th June. But on 11th June the defendant without informing the plaintiff 

sold the property to another person. The plaintiff became fully aware of this on 11th June 

1974. However, he accepted the offer at 8 AM on 12th June 1974. Decide the validity of the 

offer.  

 

 

 


