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Chapter 5  How Contracts Arise

Nov 67:54 AM

DO NOW:
2. A firm advertises that it is seeking to sell 2,000 items of equipment for $230 each.
Josephine Kidwel orders the entire lot at the stated price, but delivery is refused. Does
Kidwel have a claim against the company? Explain your answer.
3. Noel Howard offers to sell Frank Chepstow a piano for $570 and agrees orally to keep
the offer open for five days. Later a neighbor tells Chepstow that she just bought the
piano. Does Chepstow have a claim against Howard to force him to sell HIM the piano?
Explain your answer.

Jun 201:49 PM
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Have you ever entered into a contract?
If so, what was it?

Nov 68:17 AM

Which person(s) below have entered into a contract?

Nov 68:17 AM
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A contract is any agreement enforceable at law.
In order to be legally complete, a contract must include six elements:

Nov 68:17 AM

1. Offer: A proposal by one party (offeror) to
another (offeree) indicating a willingness to enter a contract.
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2. Acceptance: Willingness of the offeree to be bound by the terms of the offer.

Nov 68:19 AM

3. Genuine Agreement: When a valid offer is met by a valid acceptance;
it can be destroyed by:
fraud, misrepresentation, mistake, duress, or undue influence.

More on all of these come later!
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4. Consideration: Something of value promised by one party
in exchange for something else of value promised by the other party.

What is the consideration in this picture?
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Capacity
Which of these people can legally enter into a contract?

The dumb adult

or

the boy genius?

Nov 68:23 AM
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5. Capacity: The law presumes that anyone entering into a contract
has the legal capacity to do so; exceptions are:

minors, the mentally incompetent, and drugged/drunk individuals.
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6. Legality: The terms of the contract must be legal;
cannot commit a crime or a tort. (i.e. murder for hire)

Nov 68:17 AM
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Characteristics of a Contract

1.
o

Valid, void, voidable, or unenforceable
Valid means legally good.
7min vidlesson

o

Void means having no legal force

o

Voidable means that the contract is
not void in itself, but may be voided by one (or both) of the parties.

o

A contract may be unenforceable because of some rule of law
that cannot be enforced in court (a legal time limit).
http://educationportal.com/academy/lesson/validvoidvoidableandunenforceable
contracts.html#lesson
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2. Express, Implied
An express contract is stated in words and may be either oral or written.
o

o

An implied contract is one that comes about from the actions of the parties.

http://educationportal.com/academy/lesson/expressedvsimpliedcontractsdifferences
examples.html#lesson

Has this guy entered into a contract?

Nov 68:33 AM
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3. Bilateral, Unilateral
A bilateral contract contains two promisesone by each person.
A unilateral contract contains one promise only.
o

o

Nov 68:41 AM

4.
o
o

Oral, Written
An oral contract is by
word of mouth and is legally binding.
Putting a contract in writing
provides proof of the contract.

Nov 68:42 AM
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Requirements of an Offer
An offer is a proposal by one party to another party to enter into a contract.
1.
Serious intent:
2.
Definiteness and Certainty: must be definite (not vague) and certain.
3.
Communication to the Offeree: by telephone, letter, fax, email, text, etc.

Nov 68:42 AM

Requirements of an Acceptance
Acceptance is the unqualified willingness to go along with the offer.
Unconditional Acceptance: no change to the terms of the original offer.
1.
o

Any change in terms is a counteroffer; this new offer can be accepted/declined.

http://www.youtube.com/watch?v=KNQRqAoT2c
NSFW
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2. Methods of Acceptance: time of acceptance determines
when the contract comes into existence.

"The Mailbox Rule"
5 min video

o

When the offeree uses the same method of communication as the offeror,
the contract exists when the acceptance is sent.
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If the offeree uses a method of communication that is different
from that used by the offeror, the contract exists
when the acceptance is received.
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Termination of an Offer
1.

Revocation: taking back of the offer before it is accepted
(must be communicated to the offeree).
Revocation

2.

Rejection: refusal of an offer by the offeree
Rejection

3.

Counteroffer: ends the first offer (rejects original offer)

4.

Expiration of Time: offer must be complied with in the time limit (if one exists)

5.

Death or Insanity: if the offeror dies or becomes insane before
it is accepted, the offer comes to an end.

Expire

Insanity Alert

Nov 69:00 AM
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take quiz at end

http://educationportal.com/academy/lesson/contractlawtermsdefinitionscontract
types.html#lesson
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