(c) Section 14 (3) (a) shall come into force on the 7th Tevet, 5734
(1st January, 1974).

30. Where a person entitled to compensation under this Law was on Transitional
reserve service on or after the 28th Adar Bet, 5733 (Ist April, 1973), Provision
this Law and the regulations thereunder shall apply in respect of the

period of service beginning with that day and in respect of a con-

tinuous period of service immediately preceding that day.

GoLpa MER Yoser ALMOGI
Prime Minister ~ Minister of Labour

SHNEUR ZALMAN SHAZAR
President of the State

(No. 46)
CONTRACTS (GENERAL PART) LAW, 5733—1973*

CHAPTER ONE: MAKING OF CONTRACT

1. A contract is made by way of offer and acceptance in accordance Mode of
with the provisions of this chapter. :%i‘g‘;%t

2. A person’s proposal to another person constitutes an offer if it Offer.
attests to the offeror’s resolve to enter into a contract with the offerce

and is sufficiently definite to enable the contract to be concluded by
acceptance of the offer. A proposal may be to the public.

3. (a) The offeror may withdraw the offer by notice to the offeree, Withdrawal
provided that the notice of withdrawal is delivered to the offeree ©f offer.
before he has given notice of acceptance.

(b) Wher‘e the offeror has declared that the offer is irrevocable
or has set a time for its acceptance, he may not withdraw it after it
has been delivered to the offerce.

* Passed by the Knesset on the 9th Nisan, 5733 (11th April, 1973) and
published in Sefer Ha-Chukkim No. 694 of the 17th Nisan, 5733 (19th
April, 1873), p. 118; the Bill and an Explanatory Note were published in
Hatza'ot Chok No, 830 of 5730, p. 129.
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4. An offer lapses —

(1) when the offeree has rejected it or the time for its acceptance
has elapsed ;

(2) when before notice of acceptance is given the offeror or
offeree diecs or becomes legally incompetent or a receiving order
or winding-up order is made against him.

5. Acceptance shall be by notice by the offeree delivered to the
-offeror and attesting to the -offcree’s resolve to enter into the contract
with the offeror in accordance with the offer.

6. (a) Acceptance may be by an act in implementation of the con-
tract or by some other conduct if these modes of acceptance are
implied in the offer ; and for the purposes of sections 3(a) and 4(2),
conduct as aforesaid is treated as notification of acceptance.

(b) A declaration by an offeror that the absence of any response
on the part of the offeree shall be regarded as acceptance is of no
effect.

7. An offer which is exclusively for the benefit of the offeree is
presumed to have been accepted by him unless he notifies the offeror
of his opposition to it w1thm a reasonable time after it comes to his
knowledge.

8. (a) An offer can only be accepted within the period fixed therein
or, if no period has been fixed, within a reasonable time.

{b) Where an offeree gives notice of acceptance in due time,
but its delivery to the offeror is delayed for a reason not dependent
upon the offeree and unknown to him, the contract is regarded as
having been made unless the offeror notifies the offerce of the
re;ect:on of the acceptance immediately after the notice of acceptance
is delivered to him. ,

9. Acceprance of an offer after it has lapsed is tantamount to a
new offer. :

10. The offcree may withdraw his acceptance by notice to the
offeror, provided that notice of the withdrawal is not delivered to
the offerer after the notice of acceptance has been delivered to him
or after he has become aware of the acceptance in the manner indicated
in section 6(a).

Acceptance with 11, Acceptance mvolvmg an addition to or a limitation or some other

variation,
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12. (@) In negotlatmg a ‘contract, a person shall act in customary
manner and in good faith, :

(b) A party who does not act in customary manner and in good
faith shall be liable to pay compensation to the other party for the
damage caused to him in consequence of the negotiations or the making
of the contract, and the provisions of sections 10, 13 and 14 of the
Contracts (Remedies for Breach of Contract) Law, 5731—1970%),
shall apply mutatis mutandis.

CHAPTER Two: RESCISSION OF CONTRACT BY REASON
OF DEFECT IN MAKING IT

13. A contract made merely for appearance sake is void. This provi-
sion shall not affect a right acquired by a third party in bona fide
reliance on the existence of a contract.

14. (a) Where a person has entered into a contract in consequence
of a mistake and it may be assumed that but for the mistake he would
not have entered into it, and the other party kmew or should have
known this, he may rescind the contract.

(b} Where-a person has entered into a contract in consequence of
a mistake and it -may be assumed that but for the mistake he would
not have entered into it, but the other party did not know and need
not have known this, the Court may, on the application of the party
who was mistaken, rescind the contract if it considers it just so to do.
Upon doing so, the Court may require the party who was mistaken
to pay compensation for the damage caused to the other party in con-
sequence of the making of the contract.

(¢} A mistake is not a ground for rescission of the contract under
this section if the contract can be preserved by rectifying the mistake
and the other party, before the contract has been rescinded, gives
notice that he is prepared to rectify it.

(d) For the purposes of this section and of section 15, “mistake”
means a mistake of fact or of law, but does not include a mistake as
to the worthwhileness of the transaction.

15. A person who has entered into a contract in consequence of a
mistake resulting from deceit practised upon him by the other party
or a person acting on his behalf may rescind the contract, For this

1)  Sefer Ha-Chukkim of 5731, p. 16 — LSI vol. XXV, p. 11.
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purpose, “‘deceit” includes the non-disclosure of facts which according
to law, custom or the circumstances the other party should have
disclosed.

16. Where a clerical or similar error has occurred in a contract,- the
contract shall be rectified in accordance with the presumed intention
of the parties and the error shall not be a ground for rescission of
the contract. ‘ .

17. (a) A person who has entered into a contract in consequence
of duress — by force orthreats — applied to him by the other party
or a person acting on his behalf may rescind the contract.

(b) A bona fide warning of the exercise of a right does not
constitute a threat within the meaning of this section.

18. Where a person has entered into a contract in consequence of
the other party or a person acting on his behalf taking advantage of
his distress, mental or physical weakness or inexperience, and the
terms of the contract are, to an. unreasonable degree, less favourable
than is customary, he may rescind the contract.

19. Where a contract is severable and the ground for rescission
relates only to one part thereof, such part aione shall be capable of
rescission. But if it is to be assumed that the party entitled to rescind
would not have entered into the contract but for that ground, he may
either rescind the said part or the whole contract.

20. Rescission of a contract shall be by notice by one party to the
other party given within a reasonable time after becoming aware of the
ground for rescission or, in the case of duress, within a reasonable
time after becoming aware that the duress has ceased.

21. Where a contract has been rescinded, each party shall restore
to the other party what he has received under the contract or, if
restitution is impossible or unreasonable, pay him the value of what
he has received.

22, The provisions of this chapter shall not derogate from any other
remedy.

CHAPTER THREE: FORM AND CONTENTS OF CONTRACT

23. A contract may be made orally, in writing or in some other form
unless a particular form is a condition of its validity by virtue of Law
or agreement between the parties,
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24. The contents of a contract may be whatever is agreed upon by
‘the parties.

25. (a) A contract shall be interpreted in acco:dance with the inten-
tion of the parties as appearing therefrom or, in so far as it does not
s0 appear, as appearing from the circumstances.

(b) Where a contract is capable of different interpretations, an
interpretation preserving its validity is preferable to an interpretation
according to which it is void.

(c) Expressions and stipulations in a contract which are custom-
arily used in contracts of that kind shall be inferpreted in accordance
with the meanings assigned to them in such contracts.

(d) Sections 2, 3, 5, 9 (a) and 36 of the Interpretation Ordinance )
shall apply mutatis mutandis to the interpretation of a contract.

26. Particulars not determined by or under the contract shall be in
accordance with the practice obtaining between the parties or, in
the absence of such a practice, in accordance with the practice custom-
ary in contracts of that kind, and such particulars shall also be
regarded as having been agreed.

27. (a) A contract may depend on the- fulfilment of a condition
(hercinafter referred to as a “‘suspensory condition™) or may cease
upon the fulfilment of a condition (hereinafter referred to as a “reso-
lutory condition™).

(b) Where a contract requires the consent of a third party or a
licence under any enactment, the receipt of such consent or licence
is presumed to be a suspensory condition.

(c) Where a contract is subject to a suspensory condition, each
party is entitled to relief to prevent its breach even before the condition

is fulfilled.

28. (a) Where a contract is subject to a suspensory condition and
one party prevents fulfilment of the condition, such party is not en-
titled to rely on the non-fulfilment.

(b) Where a contract is subject to a resolutory condition and one
party causes fulfilment of such condition, such party is not entitled to
rely on such fulfilment.

(c}) The provisions of this section shall not apply where the con-
dition is something that according to the contract a party is at liberty
to do or not to do or where a party does not prevent or cause the
fulfilment of the condition wilfully or negligently.

1} Dinei Medinat Yisrael (Nusach Chadash) No. 1, p. 2; NV vol. 1, p. 5.
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29. Where a contract is subject to a condition-and- the condition  is
- not fulfilled within the period fixed therefor or, where no period has

been fixed, within a reasonable time after the making of the contract,
then, in the case of a suspensory condition, the contract or, in the case

of a resolutory condition, the condition shall become void.

30. A contract the making, contents or ob]ect of which is or are
1lIegal immoral or contrary to pubhc pohcy is void.

3L The provisions of sections 19 to 21 shall apply muratis mutandis
to the avoidance of a contract under this chapter: Provided that in
the case of avoidance under section 30 the Court may, if it deems it
just so to do and on such conditions as it sees fit, relieve a party of
the whole or part of the duty under section 21 and, in so far as one
party has fulfilled his obligation under the contract, require the other
party' to fulfil the whole or part of the corresponding obligation.

32. (a) A gambling, lottery or betting contract under which a party
may win some benefit, the winning being dependent on fate, guess-
work or a chance occurrence rather than on understanding or ability,
is not actionable and does not give rise to compensation.

(b) The provisions of this section shall not apply to gambling,
a lottery or betting regulated by Law or for the conduct of which a

permit has been issued under any Law.

33, Where under any contract a mark, title, prize or the like is to
be given according to a decision or evaluation by one of the parties
or a third party, such decision or evaluation shall not be the subject
of court proceedings.

CHAPTER Four: CoNTRACT 1N FAVOUR OF THIRD PARTY

34. An obltganon assumed by, a person by contract in favour of a
person who is not a party to "the contract (such person hereinafter
referred to as *‘the beneficiary™) confers on the beneficiary the right
to demand fulfilment of the obligation if the intention to confer this
right on him is apparent from the contract.

35. The beneficiary’s right to demand fulfilment of the obligation

becomes void retroactively if within a reasonable time after one of
the parties to the contract informs him of the right he informs one
of them of his repudiation thereof.

36. (a) So long as neither of the parties has informed the beneﬁcmry
of his right under the contract they may vaty or termmate such
right by varying the contract. ‘
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(b) In the case of an obligation' to be fulfilled in’ consequence of
a person’s death — by virtue of an insurance contract or membetship
in a pension or provident fund or on some other similar ground —
the creditor may, by notice to the debtor or by a will of which notice
is given to the debtor, terminate the beneficiary’s right or replace him
with another beneficiary, even after he has been informed of his right.

37. Any plea available to the debtor against the creditor in con-
nection with the obligation is also available to him against the
beneficiary.

38, The beneficiary’s right shall not derogate from the creditor’s
right to demand from the debtor the fuifilment of the obligation in
favour of the beneficiary. .

CHAPTER FIvVE: PERFORMANCE OF CONTRACT

39. An obligation or right arising out of a contract shall be fulfilled
or exercised in customary manner and in good faith,

40. An obligation may be fulfilled by a person other than the debtor
unless according to the nature of the obligation or to the agreement
between the parties the debtor must fulfil it personally.

41. An obligation the date for the fulfilment of which has not been
agreed upon shall be fulfilled within a reasonable time after the
making of the contract, at a date of which the creditor has given
the debtor reasonable notice in advance.

42. An obligation may be fulfilled before the due date, provided
the debtor has given the creditor reasonable notice in advance and
the creditor is not adversely affected.

43. (a) The date for the fulfilment of the obligation is postponed —

(1) if its fulfilment at the due date is prevented by a circum-
stance depending on the creditor — until the obstacle has
been removed ;

(2) if its fulfilment is conditional upon the prior fulfilment of
an obligation of the creditor — until such obligation has
been fulfilled ;

(3) if the parties must fulfil their obligations pari passu — so
long as the creditor is not prepared to fulfil the obligation
imposed on him.

(b) Where the date for the fulfilment of an obligation has been
postponed under subsection (a), the Court may, if it deems it just so
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to do, require the creditor to pay compensation for the damage caused
to the debtor by the postponement even if no infringement of the
contract by the creditor is involved and, if the debtor is bound to
make periodical payments until the fulfilment of the obligation, release
him from these payments during the period of postponement.

44. (a) An obligation the place for the fulfilment of which has not
been agreed upon shall be fulfilled at the creditor’s place of business
or, if he has no place of business, at his permanent place of residence.

(b Where the creditor changes his place of business or place of
residence after the making of the contract, he shall bear the additional
expenses arising out of the fulfilment of the obligation at the new place.

45. An obligation to provide a commodity or service the kind and
quality of which have not been agreed upon shall be fulfilled by
providing a commodity or service of medium kind and quality.

46. An obligation to make for a commodity or service a payment
the amount of which has not been agreed dpon shall be fulfilled by
paying an amount which according to the circumstances at the time
the contract was made it would have been appropriate to pay.

47. An obligation to make in foreign currency in Israel a payment
the making of which in that currency is forbidden by law shall be
fulfilled by making it in Israel currency at the offictal rate of exchange
obtaining on the day of payment. '

48, Where for the purpose of fulfilling an obligation the debtor as-
sumes another obligation towards the creditor or transfers to him a
right in respect of a third party, it is presumed that it is not intended
to terminate such first-mentioned obligation unless the other obligation
has been fulfilled or the right realised.

49. An amount paid towards the discharge of a single obligation shall
first be appropriated to the account of expenses which the debtor has
undertaken to pay in respect of that obligation, then to the account
of interest and finally to the account of the obligation itself.

50. Where an amount is paid to the creditor while the debtor has
several obligations towards him, the debtor may indicate at the time
of payment the obligation to the account of which the amount is to
be appropriated ; if he does not, the creditor may do so.

51. (2) In the case of alternative obligations, the debtor may, by
notice to the creditor within the period fixed therefor or, where no
period has been fixed, within a reasonable time prior to the date of
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fulfilment, choose the obligation which he will fulfil. If he does not
do so, the creditor may choose the obligation by notice to the debtor,

(b) Where it has been agreed that the creditor. shall have the
right of choice and he does not exercise it within the period fixed
therefor or, where no period has been fixed, within a reasonable
period prior to the date of fulfilment, the debtor may choose the
obligation by notice to the creditor.

52. Where the fulfilment of an obligation has become impossible, and
the debtor has accordingly a right to compensation or indemnification
against a third party, the debtor shall transfer the right or what he
has received thereunder to the creditor to the extent of the value of
the obligation.

53. (a) Mutual monetary obligations arising out of one transaction
the time for the fulfilment of which has arrived may be set off by
notice by one party to the other. The same applies to monetary
obligations not arising out of one transaction if they are liquidated
obligations.

(b) An obligation the right to the fulfilment of which is not
attachable shall not be set off.

(c) The provisions of sections 49 and 50 shall also apply, mutatis
mutandis, to discharge by way of set-off,

CHAPTER S1X: SEVERAL DEBTORS AND CREDITORS

54. Where two persons are under one obligation, it is presumed
that they are liable jointly and severally.

55. (a) Where two persons are jointly and severally liable, the
creditor may demand fulfilment of the whole or part of the obligation
from both of them together or from each of them separately, but he
shall not recover more than is due to him.

(b) If the obligation of one of the debtors becomes void or is
voided, the obligation of the other also becomes void unless the void-
ance arises out of a defect in the competence or representation of the
first-mentioned debtor.

(¢) If the creditor discharges one of the debtors of the whole
or part of the obligation — by way of waiver, remission, compromise
or otherwise — the other is discharged to the same extent unless a
different intention appears from the discharge.
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56. (a) Where two persons ‘aré under one obligation, it is presumed
that as befween themselves thcy bear it in equal shares. )

(b) - Where one debtor has paid to the creditor more than hijs
share of the burden of the obligation, he is entitled to recover from
the other debtor in accordance wrth their respective shares, ~

(c) Where there are more than two debtors and there is no
reasonable possibility of rccovcring from one of them, his share shall
be borne by the othcr debtors in accordance with their respectrve

- shares.

(d) Where the obligation of qne debtor becomes void under
section 55(b), ‘the voidance arising from a defect in his competence

. or representation, the other is not entitled to recover from him. Where

one debtor is discharged under section 55(¢) and the discharge does
not include the other, the discharge does not affect the right of
recovery against the other under this section.

57. A debtor who has fulfilled the’ obhgatlon in excess of his share
is not entitled to recover from another debtor in so far as he could
have been discharged vis-g-vis the creditor by virtue of a plea which
was known to him but of which he did not avail himself. -

58. (a) Any charge or other rrght given 1o a credrtor as security for
the obligation shall pass, in so_far as the creditor is not adversely
affected by such passing, to a debtor who has fulfilled the obligation
in excess of his share as security for his right to recover from another
debtor.

{b) Where a charge or right has passed under subsection (a), the
parties shall, on the demand of the debtor- who has fulfilled the
obligation, do the acts necessary in order that the transfer may be

‘valid in all respects.

59. {(a) Where one obligation exists vis-G-vis two persons, it is pre-
sumed that each of them may demand its fulfilment, but they shall
not recover from the debtor more than is due from him. The debtor
may at his choice fulfil the obligation towards one of his creditors
so long as judgment has not been given in favour of the other.

(b} Creditors as aforesaid are presumed ‘to be entitled in equal
shares. If the obligation has been fulfilled towards one of them, the
other may demand his share from him. -

CHAPTER SEVEN: MISCELLANEOUS

60. (a) Notice under this Law shall be given in the manner customary
in the circumstances of the case. .

(b) Notice under this Law shall be ‘taken to have been served
when it rcached the addressee or his address.
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61. (a) The provisions of this Law shall apply where no other Law Scope of

contains special provisions regarding the matter in question. application.
«(b) *The provisions of this Law shall, as far as-appropriate and

mutatis mutandis, apply alsé to legal acts other than contracts and

to obl\igaltions not arising out of a contract.

62. There are hereby repealed — " Repeal.

(1) articles 658, 348, 949 and 1003 to 1007 and the Twelfth
Book of the Mejelle ;

(2) article 64 of the Ottoman Code of Civil Procedure of the 2nd
Rejeb, 1296 (21st June, 1879).

63. Article 46 of the Palestine Order in Council, 1922—1947), shall Autarky
not apply to matters dealt with by this Law. of Law.

64. This Law shall come into force on the lst E]uI, 5733 (29th Commencement

August, 1973). Contracts made before the coming into force of this #nd
transitional

- Law shall continue to be governed by the previous law. provision.

GoLba MEIR Yaakov S, SHAPIRO
Prime Minister Minister of Justice

SHNEUR ZALMAN SHAZAR
- President of the State

1) Laws of Palestine vol. III, p. 2569 (English Edition).
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