
	LAW OF CONTRACT


Definition = A contract is a legally binding agreement enforceable by law.

The law of contract sets out the rules for proving when a contract exists and when it is terminated.

	ELEMENTS OF A LEGALLY BINDING CONTRACT


1. Agreement – Offer and Acceptance

Offer – an offer is a commitment to buy or sell and can be oral, written or by conduct

Express offer = oral or written

Implied offer = by conduct

Invitation to treat - invitation to a customer to make an offer which can then be accepted or rejected.  Goods on display in a shop are invitation to treat.

An offer must be clear, complete and unconditional and it may be cancelled at any time before it is accepted.

Revocation – change your mind and withdraw the offer before it is accepted.

Counter offer – changing the original offer e.g. offering €5000 for a car marked €6000

Acceptance – acceptance can be made orally, in writing or by action (i.e. conduct).

Unqualified acceptance means accepting the original offer as it stands.

When an offer is accepted it becomes binding even if it is not in writing.

An agreement means there is an offer and acceptance. 
2. Consideration
This is what is exchanged between parties e.g. payment (but it does not have to be money).  Consideration must be: real, have value, must not be in the past, must move from one party to another and must be legal.

It need not be adequate e.g. pay €1 for a car!

It can be of any value and can be money or goods.

3. Intention to Contract
The parties to the contract must have intended to create a legally binding contract e.g. Domestic v Business
4. Capacity to Contract
People agreeing to the contract must have the legal right to do so.

No legal rights – infant (under 18 years), incapacitated (insane, drunk, bankrupt)

Company acting outside the terms specified in its Memorandum of Association are said to be acting Ultra Vires (acting outside their authority)

5. Legality of form
This refers to the manner in which a contract is drawn up.  Some contracts are required by law to be laid out in a specific manner e.g. HP contracts, house purchase contracts.

6. Legality of Purpose
It must not be illegal

7. Real Consent
Both parties must voluntarily consent to the agreement i.e. no pressure or duress. 
	HOW CAN A CONTRACT BE TERMINATED


1. Performance – when all parties carry out their sides of the contract as agreed i.e. both parties have fulfilled their contractual obligations e.g. Burkeway Construction Ltd completed building of house for Mary Ryan.

2. Agreement – all sides can agree to end the contract whether or not the job is finished – contract is ended early e.g. contract of employment terminated after one month’s notice.

3. Frustration – events make it impossible to carry on with the contract e.g. war, flooding, death, bankruptcy.

4. Breach – one party breaks the conditions of the contract e.g. Carlos Tevez refused to play during a Champions League game and was suspended as a result. 

a. Condition – essential element of a contract (contract can be ended if condition is broken and innocent party can sue for damages)

b. Warranty – non-essential element of a contract (contract remains valid but innocent party may receive damages).

	REMEDIES FOR BREACH OF CONTRACT


1. Rescind (cancel) the contract – court ordered. 

2. Damages (compensation)

3. Specific Performance – court order that terms of contract be carried out as agreed. 

	EXAMPLES OF CONTRACTS BETWEEN STAKEHOLDERS


1. Employers and Employees (Jobs)

2. Producers and Consumers (Sale of Goods)

3. Investors and Entrepreneurs (Finance Agreements)

4. Government and Investors/Consumers
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