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Facts of the Case

Gherulal Parakh (the appellant) and Mahadeodas Maiya (the first respondent) formed a partnership to enter into
forward contracts for the purchase and sale of wheat with two other firms — the contracts being, in substance,

wagering transactions. Maiya was to execute the contracts on the partnership's behalf, with profit or loss shared
equally. The transactions resulted in a loss; Maiya paid the full amount owed to the outside firms and demanded

Parakh's half. Parakh refused, and Maiya sued to recover it.

Issues Before the Court

Was the partnership agreement void ab initio under Section 23 of the Indian Contract Act, 1872, on the ground that
it was forbidden by law, contrary to public policy, or immoral — given that the underlying wagering contracts were

void under Section 307?

Arguments

The appellant argued: (1) a wagering contract void under Section 30 should also be treated as forbidden by law
under Section 23; (2) post-independence public policy in India is broad enough to condemn such contracts; (3)
wagering contracts are illegal under Hindu law; and (4) they are immoral, drawing on the Hindu-law doctrine of a
son's pious obligation to pay his father's debts. The respondent maintained the partnership was a valid, collateral

agreement distinct from the void wagering contracts themselves.

Decision of the Court

The Supreme Court rejected all four of the appellant's contentions and held that while the wagering contracts were
void and unenforceable under Section 30, the partnership agreement formed to carry them out was not unlawful
under Section 23. A void agreement is not the same as one forbidden by law; an agreement collateral to a wagering
contract is not itself struck down by Section 23; new heads of public policy should be evolved cautiously; Section 23
is to be construed in line with English common law rather than Hindu-law doctrine; and "immoral" under Section 23
is confined to sexual immorality by settled judicial precedent. The appeal was dismissed and the respondent's claim

for his share of the loss was upheld.

Principle of Law

A wagering agreement is void under Section 30 of the Indian Contract Act, but that does not make it "forbidden by
law" under Section 23. An agreement merely collateral to a wagering transaction — such as a partnership formed to

carry it out — remains lawful and enforceable, unless it independently falls foul of Section 23 on some other ground.

Important Legal Provisions



Section 23, Indian Contract Act, 1872 (what considerations and objects are lawful); Section 30, Indian Contract Act,

1872 (agreements by way of wager are void).

Important Observations

The Court cautioned against courts inventing new heads of public policy without settled precedent, for the sake of
legal certainty, and held that Section 23's reference to "immoral" objects must be read narrowly, confined to
principles courts have actually settled (sexual immorality), rather than a broad, subjective standard. It declined to
import Hindu-law doctrines such as the pious obligation of sons into the interpretation of a provision drawn from
English common law. Separately, in Maharashtra and Gujarat, local legislation (tracing to the Bombay Wagering Act
framework) makes wagering agreements illegal rather than merely void, which can affect the enforceability of

collateral agreements in those States differently from the general position laid down here.

Simple Explanation

Betting contracts themselves can't be enforced in court, but a partnership formed to carry out betting deals is a
separate agreement that courts will still enforce between the partners — unless it breaks some other rule entirely

on its own.

Teaching Notes

Always lead with the void-vs-forbidden distinction — it's the crux of the case and the most commonly tested point.
Pair with the collateral-agreement concept, since students often conflate 'the underlying contract is void' with
‘everything connected to it is unenforceable." Remember to mention the Maharashtra/Gujarat exception as a

footnote — examiners sometimes test whether students know the general rule isn't absolute nationwide.

Key Points for Students

e Void (Section 30) and forbidden by law (Section 23) are legally distinct concepts.

e A partnership formed to carry out wagering is a collateral agreement, not itself unlawful.
e Courts evolve new heads of public policy cautiously, for legal certainty.

e "Immoral" under Section 23 is confined to sexual immorality by settled precedent.

e Hindu-law doctrines like pious obligation do not govern Section 23 interpretation.

e Exception: Maharashtra and Gujarat have local statutes making wagering illegal, not just void.

Case-Law Video
Watch the video explanation: https://www.youtube.com/watch?v=]1lad)zplXrc
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