PCO STUDY GUIDE

TOPIC:  ELEMENTS OF A CONTRACT



DATE: 17 OCT 01

REFERENCES:

DEFINITION:  Contract – a binding agreement between two or more persons or parties.  In a bilateral contract each party exchanges a promise for a promise.  In a unilateral contract one party gives a promise as consideration, the other party performs without making a promise.

KEY INFORMATION: 

The elements of a contract are:

1.  Legal capacity - legal competency or an individual's mental or physical ability to understand the terms of an agreement.  A contract entered by a person lacking legal capacity is voidable.  Legal incapacity may arise from insanity or drunkenness. 

2.  Offer - An offer is a manifestation of willingness to enter into a contract. Or an undertaking to do an act or give something on condition that the party to whom the proposal is made does some specified act or makes a return promise.  
3.  Acceptance - agreeing either expressly or by conduct to the act or offer of another so that a contract is concluded and the parties become legally bound.  Please note: the general rule that silence alone is not acceptance, is universally followed.  But silence coupled with something else, such as past dealings, or the circumstances surrounding the particular offer, may constitute acceptance. 
4.  Consideration – the name given to “something of value”, the price paid for a promise.  Consideration has two parts adequacy and sufficiency.  Adequacy refers to whether the amount being paid is of appropriate value.  Sufficiency means that consideration must have value in the eyes of the law, that it is legally valid.

5.  Certainty of terms – it is essential to the enforceability of a contract that its terms are sufficiently clear to permit the courts to conclude that a contractual agreement was intended.

6.  Lawful purpose – the agreement must not require performance of an act which has been declared illegal, either by statute or by special rules of the common law.
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