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Read this post to learn how the postal rule affects contract acceptance and

communication under Indian law.

Introduction

A contract is fundamentally an agreement between two or more parties, and for such an
agreement to be legally binding, certain essential elements must be satisfied. One of the most
crucial elements is the communication of the offer and its acceptance. In Indian contract law, the
process of communication is governed primarily by Sections 3 and 4 of the Indian Contract Act,

1872.

Offer and Acceptance under Indian Contract Act

An offer (or proposal) is an expression by one person, called the offeror, of their willingness to do
or refrain from doing something, with the intention that it shall become binding as soon as the

person to whom it is made (the offeree) accepts it.

According to Section 4, the communication of an offer is complete when it comes to the
knowledge of the person to whom it is made. This means that simply making up one’s mind to

make an offer, or writing it down but not sending it, does not amount to a communicated offer.

Acceptance is the act of agreeing to the terms of the offer, thereby creating a binding contract.
Acceptance must be communicated to the offeror. Silence or mere mental assent does not amount
to acceptance. The acceptance must be expressed clearly, either verbally, in writing, or by

conduct that clearly indicates agreement.

When is Acceptance Complete?
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The law distinguishes between when acceptance is complete as against the offeror and as against

the acceptor:

e As against the offeror: Acceptance is complete when it is put into a course of transmission to
the offeror, so as to be out of the power of the acceptor. This means that the offeror becomes

bound by the contract as soon as the acceptor has dispatched their acceptance.

e As against the acceptor: Acceptance is complete when it comes to the knowledge of the

offeror. The acceptor is only bound once the offeror receives the acceptance.

Modes of Communication of Acceptance

Acceptance can be communicated in several ways:

e Expressly: By spoken or written words.
e Impliedly: By conduct, such as starting to perform the contract.

e By post or electronic means: The rules for these are slightly different.

What is the Postal Rule?

The postal rule is a special legal principle that applies when acceptance of an offer is
communicated by post (or other non-instantaneous means, such as courier). The rule addresses

the question: When is acceptance effective if sent by post?

Operation of the Postal Rule

Under the postal rule, the acceptance is considered complete the moment the letter of acceptance
is properly posted (i.e., put in the mailbox or handed over to the postal authorities), provided it is
correctly addressed and stamped. This is true even if the letter is delayed, lost in transit, or never

reaches the offeror.

Why Does the Postal Rule Exist?

The purpose of the postal rule is to provide certainty and fairness in contract formation when
communication is not instantaneous. If the rule did not exist, the acceptor would be at the mercy
of postal delays or failures, and the offeror could revoke the offer at any time before receiving the

acceptance, even if the acceptor had already done everything required.
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In India, the postal rule is encapsulated in Section 4 of the Indian Contract Act, 1872. The section
states: “The communication of an acceptance is complete, as against the proposer, when it is put
in a course of transmission to him, so as to be out of the power of the acceptor; as against the

acceptor, when it comes to the knowledge of the proposer.”

This provision marks a departure from traditional English law by emphasizing that while the
acceptance becomes binding upon posting (for the proposer), it only becomes effective for the

acceptor once it reaches the proposer.

Legal Effect of the Postal Rule

e As against the offeror: The contract is formed as soon as the letter of acceptance is posted. The
offeror cannot revoke the offer after this point, even if they have not yet received the

acceptance.

¢ As against the acceptor: The acceptor is only bound by the contract when the acceptance
actually reaches the offeror. This means the acceptor can revoke their acceptance any time

before it reaches the offeror.

Conditions for Application of the Postal Rule

The postal rule applies only if:

e The use of post is a reasonable or agreed method of communication.
e The letter of acceptance is properly addressed and stamped.

e The acceptance is posted within the time specified (if any) or within a reasonable time.

Exceptions to the Postal Rule

While the postal rule provides a general framework for contract formation via post, there are

notable exceptions and limitations:

1. Instantaneous Communication: In cases where parties communicate through instantaneous
methods such as telephone or email, different rules apply. Acceptance is only effective upon

receipt by the offeror.
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2. Specific Terms in Offers: If an offer explicitly states that acceptance must be received by a
certain date or through specific means (e.g., email), then those terms take precedence over

general postal rules.

Conclusion

The rule of postal communication plays a vital role in shaping contract law in India. By
establishing clear guidelines regarding when an acceptance becomes effective, it provides legal

certainty and protects individual rights within contractual relationships.

While rooted in traditional principles from English common law, Indian jurisprudence has adapted
these rules to reflect local contexts and technological advancements. As digital communication

continues to evolve, further refinements to these principles will likely emerge.

Read More: Intention to Create Legal Relationship
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