Jane Thomas
Swansea Business Campus 
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24th August 2024




Mr J Smith
22 Timbuctoo
Wondering Lane
Dreamland
SAA 122

Dear Mr Smith,

I am writing to you regarding our recent interactions concerning the rental of your flat. This letter aims to clarify whether a legally binding contract has been formed based on our interactions. Below, I outline the essential elements of contract formation – Offer, Acceptance, Consideration, Intention to create legal relations, and capacity to contract supported by relevant case law and legislation.
The elements of contract formation
Offer – An offer is a clear statement of the terms on which one party (the offeror) is prepared to do business with another party (the offeree). Initially, I viewed your flat and expressed my interest in renting it. You then verbally offered to rent me your flat for £500 per month starting from the 1st September. According to Fisher v Bell (1961), this initial interaction could be seen as an invitation to treat, However, your subsequent email stating “Sure, the rent is £500 per month, and you can move in on September 1st”, confirmed it as a definite offer. The offer was clear, definite and communicated to me, which is essential for the formation of a contract. In the Scammell & Nephew Ltd v Outson (1941) case, the court held that an agreement must be sufficiently certain to be enforceable. In our case, the terms of the offer were clear, specific, unlike the vague terms of Scammell. This clarity supports the argument that a valid offer was made.

Additionally, in Nicolene Ltd v Simmonds (1953) the court found that a contract does not fail for uncertainty if the essential terms are clear, even if some terms are meaningless. In our scenario, the essential terms of the offer (rent amount and move in date) were clear and definite, reinforcing the validity of the offer.  

Also, the recent case of Premia Marketing Ltd v Regis Mutual Management (2021) demonstrates that a contract can be implied by the conduct of the parties, even in the absence of a formal written agreement. In this case, the court found that there was a sufficient meeting of minds between the parties to constitute a contract based on their interactions and communications. Similarly, in our scenario, the interactions and communications between us, including the verbal offer, email exchanges and deposit payment indicate a clear intention to form a contract. This supports the argument that a legally binding agreement was established between us. 

Acceptance - Acceptance is a clear agreement to the terms of the offer. I emailed you the next day stating “I agree to the terms”. I will arrange the deposit payment by the end of this week”. This email constitutes a clear acceptance of your offer. According to Entores Ltd v Miles Far East Corp (1955), acceptance must be effectively communicated, which in our case was achieved through my email.
The mirror image rule requires that acceptance must exactly match the terms of the offer without any variations. In Hyde v Wrench (1840) it was established that any change to the terms of the offer constitutes as a counter-offer rather than acceptance.  In our case, my acceptance did not introduce any new terms or conditions, thereby fulfilling the mirror image rule and confirming a valid acceptance.
 
Additionally, he general rule established in Felthouse v Bindley (1862) states that acceptance must be communicated to the other party. In this case, the court held that the silence does not amount to acceptance and that an obligation cannot be imposed by another party without clear communication of acceptance. In our scenario, my acceptance was clearly communicated to you through my email, ensuring that the acceptance was valid and binding. 

Consideration – Consideration refers to something of value exchanged between the parties. In our case, my agreement to pay £500 per month and then me transferring the deposit payment serves as a consideration. According to Currie v Misa (1875), “a valuable consideration in the sense of the law, may consist with in some right, interest, profit or benefit accruing to the one party or some detriment, loss or responsibility given, suffered or undertaken by the other.” This means that consideration can be any benefit to one party or detriment to the other. 

The case of Carlill v Carbolic Smoke Ball Co (1893) supports the notion that an offer can be accepted by conduct, such as my transfer of the deposit. Consideration is evident in our agreement as both parties agreed on something of value. Additionally, in Tweddle v Atkinson (1861), the court held that a consideration must move from the promise. In our scenario, my agreement to pay the rent and the transfer of the deposit payment constitute consideration moving from me, the promise, to you, the promisor. 

The case of Dunlop Pneumatic Tyre & Co v Selfridge & Co Ltd (1915), further reinforces that only a party who has provided consideration can enforce a contact. In our agreement, I provided consideration by agreeing to pay rent and transferring the deposit, thereby giving me the right to enforce the contract.

Intention to Create Legal Relations - Both parties must intend to enter into a legally binding agreement. The formal nature of the email exchanges and the transfer of the deposit payment indicate an intention to create legal relations. In commercial agreements, there is a presumption in favour of legal relations, as supported by the case of Balfour v Balfour (1919). This presumption is based on the understanding that parties in a commercial context generally intend to create enforceable obligations.

Additionally, the case of Blue v Ashley (2017) highlights that the context and circumstances of the agreement are crucial in determining whether parties intend to be legally bound. In this case the high court held that a casual conversation in a pub did not constitute of a legally binding contract because there was no intention to create legal relations. In our scenario, the formal communication and financial transactions clearly demonstrate an intention to create legal relations.

In the case of RTS Flexible Systems Ltd v Molkerei Alois Muller GmbH & Co KG (2010), it was established that whether there is a binding contract between the parties, depends not upon their subjective state of mind, but upon a consideration of what was communicated between them by words of conduct and whether that leads objectively to a conclusion that they intend to create legally relations. This principle supports the argument that our communications and actions indicated a clear intention to create a legally binding contract. 

Capacity to contract - Both parties must have the legal capacity to enter into a contract. Capacity refers to the legal ability to enter a contract and both of us meet this requirement. As an adult and a property owner, you have the capacity to contract and as an adult university student I have the capacity to contract. 

The Minors’ Contracts Act (1987) and the Mental Capacity Act (2005) provide the legal framework for determining capacity to contract in England and Wales. According to these acts, individuals must have the mental capacity to understand the nature of the consequences of the contract they are entering into. 

In Imperial Loan Co Ltd v Stone (1892), it was established that a person who lacks mental capacity is bound by the contract unless they can prove that their lack of capacity was known by the other party. This case highlights the importance of both parties having the right mental capacity to enter into a contract. 

Additionally, in Dunhill V Burgin (2014), the supreme court held that a contract may be avoided if the other party had constructive knowledge of the incapacity. This means that if it would have been obvious to a reasonable person that one party lacked capacity, the contract would be voidable.  

In our scenario, both of us have legal capacity to enter into a contract, as we are both adults and capable of understanding the nature of the consequences of our agreement.   

Further communications – In your last email to me, you stated that you have now decided to rent your flat to someone else who offered a higher rent. This raises significant legal implications. At this point, a contract may have already been formed based on the elements I have discussed. 

According to Dickinson v Dodds (1876), once an offer is accepted, the offeror cannot revoke the offer. In this case, the court held that that an offeror cannot withdraw an offer once it has been accepted by the offeree. Similarly in our scenario, once I accepted your offer and communicated my acceptance, you were legally bound by the terms of the offer.

Additionally, Byrne + Co v Leon Van Tienhoven + Co (1880) supports the principle that an offer cannot be revoked once acceptance has been communicated. In this case, the court held that a revocation of an offer is ineffective if the acceptance has already been communicated. In our scenario, my acceptance was communicated to you via email and the transfer of the deposit further solidified the acceptance. 

Your decision to rent your flat to someone else who offered a higher rent may constitute a breach of contract. By accepting your offer and transferring the deposit, a legally binding contract was formed between us. Your subsequent decision to rent your flat to another party breaches the terms of our agreement, potentially entitling me to compensation or damages for any loss incurred due to the breach.

Privity of Contract – The principle of privity of contract is a common law principle which provides that a contract cannot confer rights or impose obligations upon anyone who is not a party to the contract, I.E a third party. This means that only the parties involved in the contract, in this case you Mr Smith and I Jane, can enforce the terms of a contract or be held liable under it. In our scenario, the privity of contract ensures that the agreement we reached regarding the rental of the flat is binding only between us. This means that no third party, such as the new tenant you decided to rent the flat to cannot enforce the terms of our agreement of be held liable for any breach of contract. The case of Dunlop Pneumatic Tyre V Selfridge & Co Ltd (1915) supports this principle, where it was held that only a person who is a party to a contract can sue on it. The privity of contract reinforces the binding nature of our agreement and supports the argument that your decision to rent the flat to another person constitutes a breach of contract, as the contract was formed solely between yourself and I. 

Additionally, in RTS Flexible Systems Ltd V Molkerei Alios Muller GmbH & Co KG (2010), it was established that whether there is a binding contract between the parties depends not upon their subjective state of mind, but upon consideration of what was communicated between them by words or conduct and whether that leads objectively to a conclusion that they intend to create legal relations. This further supports the argument that our communications and actions indicated a clear intention to create a legally binding contract.
Relevant Legislations
Law of Property Act 1925 – This legislation governs the transfer of property and interests in land. Section 52 of the Act requires that any transfer of an interest in land must be made by deed. While our agreement is for lease, which is an interest in land, the requirement for a deed may not apply to short-term leases. However, the formalities of our agreement including the email exchange and deposit payment indicate a serious intention to create legal relations (1952)
Conclusion 
Based on our interactions and the presence of all elements of contract formation, it is likely that a legally binding contract was formed between us. Your decision to rent the flat to someone else may be a breach of contract, potentially entitling me compensation or damages for any loss due to the breach. 
The relevant case laws and legislations support the formation of a contract and the potential legal implications of your actions. I urge you to reconsider your decision and honour our agreement to avoid any legal proceedings.

Yours Sincerely 

Jane 
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