Contract Law
Letter of advice on formation of contract



Dear Mr. Smith

Re: Legal Advice Regarding Potential Contract for Rental of Flat


I hope this letter finds you well. I am writing to you in relation to the recent developments regarding the rental of the flat we discussed for the 2025/2026 academic year. Specifically, I wish to address the question of whether a legally binding contract has been formed between us and to analyse the implications of your recent decision to rent the flat to another party who offered a higher rent. As we both know, you initially offered to rent me the flat at £500 per month starting from September 1st, 2025. Following our interactions and the subsequent communication, I made the necessary deposit payment, which I believed would confirm the agreement. However, I was surprised to receive an email from you stating that you had decided to rent the flat to someone else. Given this turn of events, I have looked for legal advice to understand whether a contract has been formed between us and what the legal implications of your decision might be.


In this letter I will discuss the five essential elements required for a contract to be legally binding, analyse the presence of these elements in the context of our communications, provide an overview of relevant case law to support my position and offer my conclusion as to whether a contract has been formed and outline the potential legal consequences of your actions.



Contract Formation Under English Law:

A contract is legally enforceable when the following five elements are present:

A valid offer

Clear and unconditional acceptance

Consideration provided by both parties 

Intention to create legal relations

Legal capacity of both parties


Absent any one of these elements, a legally binding agreement cannot be said to exist. Each of these is examined below in relation to our interactions. Offer, acceptance consideration, intention to create legal relations, and capacity to contract are the five necessary components for a contract to be effective. All of these aspects will be discussed in detail, along with their effects and whether or not they are present in our confrontations. 







An offer is an explicit declaration of intent to enter into a legally binding agreement on particular terms, with the hope that it will become a contract once it is accepted. It must be distinguished from an invitation to treat, which merely signifies a willingness to enter into negotiations and does not amount to an offer in law. As Treitel (2015) notes, an offer must show intention to be bound, not merely to negotiate. This was supported in Storer v Manchester City Council [1974], where a clear, written offer was upheld as binding. However, the line between an offer and an invitation to treat is not always straightforward, especially in informal settings or early discussions. 



In this case, you stated during the flat viewing that you were willing to rent the property for £500 per month starting 1st September 2025. While that appears specific and definite, there could be ambiguity, was this a legally intended offer or merely a casual discussion? Spoken words during viewings may lack the necessary formality, raising the question of whether all key terms were settled at that point. 


However, the follow-up email, strengthens the case for a binding offer. It repeated the same terms and directly invited my confirmation. Unlike general property listings, which Partridge v Crittenden [1968] confirms are invitations to treat, your message was personal, detailed, and firm in tone, with no sign that further negotiation was expected. Yet, a counterargument could be raised: since no formal tenancy agreement was signed, was this still part of the negotiation phase? 

Nonetheless, the combination of specific terms, a clear invitation to accept, and no indication of conditions suggests that a valid offer had been made, though it is not without some room for legal debate. 











In contract law, acceptance means clearly agreeing to all the terms set out in the offer, without changing any of them. For it to be valid, the acceptance must be properly communicated to the person who made the offer. The courts have confirmed in Butler Machine Tool Co v Ex-Cell-O Corp that the acceptance must exactly match the terms of the offer and show a clear intention to accept. Also, as seen in Entores Ltd v Miles Far East Corporation, when using instant forms of communication like email, the acceptance only counts when it actually reaches the person who made the offer. 

In this situation, I replied to your email saying I agreed to everything you proposed and mentioned that I would arrange payment of the deposit. This showed a clear and definite acceptance. I also went ahead and transferred the deposit shortly after, which further proved that I intended to go ahead with the agreement. According to the ruling in Thomas v 	BPE Solicitors, an email is considered accepted once it is read during normal business hours. Since your offer had not been withdrawn and no deadline was given before I replied, my acceptance was valid. On top of that, the fact that you replied without objecting shows that you accepted my response, meaning we had reached a binding agreement.



However, some ambiguities arise. For example, what if your email was not actually read during normal business hours, or was missed due to technical issues? Could my acceptance still be valid? Furthermore, what if my response included any slight changes or additional terms, would this then count as a counteroffer rather than acceptance, under Butler Machine Tool? Also, if your email did not explicitly confirm my acceptance but remained silent, could this be interpreted as no acceptance? The law often assumes silence does not constitute acceptance, so this could create uncertainty. 

Moreover, there is a question of timing. If my acceptance email arrived outside business hours, or on a weekend, would the acceptance be effective immediately or only when the email was first read? Entores suggests acceptance happens upon receipt, but what defines receipt in the context of email? Does receipt mean it lands in the inbox or when the offeror actually opens it? These questions illustrate legal ambiguities in modern contract formation via electronic communication. 

Therefore, while facts suggest a binding agreement was reached, exploring these what if scenarios highlights how the legal rules can be interpreted differently, and why clear communication of acceptance is vital in contract law.














In contract law, consideration means that both sides must give and promise something of value. According to Currie v Misa [1875], this can be a benefit to the person receiving the promise or a disadvantage to the person making it. In my case, the consideration was my promise to pay £500 in rent each month, along with the deposit I paid. These show that I was offering something of value in return for being allowed to rent the property. However, what if the payment of the deposit was seen merely as a gesture or advance negotiation, rather than binding consideration? This raises questions about timing and intent. 



Thomas v Thomas [1842] also shows that even a small or symbolic payment can count as proper consideration if it is agreed on by both sides. You specifically requested the deposit, which implies it was a condition of consideration for the  formation of the contract. Following Pao On Lau Yiu Long [1980], even past or preparatory acts can amount to consideration if done at your request. Still, ambiguity could arise, for example what if the deposit has been paid before any agreement on rent? Would that still count as consideration, or just a voluntary payment? These questions highlight how context matters, and support the argument that, here, the deposit was part of a mutual exchange confirming intention to contract. 






For any contract to be valid, both people involved must genuinely intend to create legal obligations. This is especially important in business settings, including rental agreements. Courts usually assume that if two adults are entering into a rental arrangement involving money, like ours, then both of them meant for it to be legally binding. In Merritt v Merritt [1970], the court made it clear that when people deal with each other in a formal or business context such as financial agreements between separated spouses, it is reasonable to assume they intended legal consequences. This differs from purely social or informal settings like in Balfour v Balfour [1919], where a husband’s promise to pay his wife was not enforceable because it was made during a friendly domestic arrangement. 


In our case, the deal was clearly business-related. You offered to let the flat for a monthly rent of £500, and I agreed and paid a deposit. These actions especially the deposit payment suggest that both of us expected the agreement to be legally binding. But what if our email messages have been less clear or said something like “Let’s keep in touch” or “ Nothing is final yet”? That might suggest it was only a discussion, not a formal contract. Courts look at the overall context, including wording and behaviour, so if either of us had said we’d only be bound after signing a written agreement, that could have changed things. 

As for capacity to contract, the law assumes adults can make legal agreements unless there is proof they could not understand what they were doing. This means we both needed to be over 18, mentally capable, and not forced into the agreement. There is no sign that either of us lacked capacity, we both communicated freely, you were the legal owner, and I agreed without any pressure. Still, what if one of us had been under pressure or unable to understand the contract? In that case, the contract might not have been valid, especially under rules like those confirmed in Royal Bank of Scotland v Etridge [2001], where undue influence can make a contract voidable. 



So overall, both legal intention and capacity appear to be satisfied in our situation, but it is important to recognise that these are not automatic. Counts assess the facts, language, and behaviour of the people involved. If those had been different, the outcome could be too.





Payne v. Cave (1789)

The court determined that a seller has the right to withdraw an offer prior to acceptance in Payne v. Cave. However, once an offer has been accepted, it cannot be withdrawn. In our case, after I accepted your offer and made the deposit payment, you could no longer revoke the offer or rent the flat to someone else. My acceptance and the payment of the deposit constitutes a legally binding agreement.


Stevenson v. McLean (1880)

The court determined that if an offer is accepted and consideration is given, a contract is created in Stevenson v. McLean. In this case, I accepted your offer and paid the deposit, which constituted the consideration. Once this occurred, a binding contract was formed, and you were legally obligated to honour the agreement.


Bray v. Ford (1896)

The case of Bray v. Ford reinforced that verbal agreements can be legally binding, especially when the terms are clear and the parties act on those terms. In our case, the verbal agreement made during our meeting, followed by the confirmation via email, suggests that we entered into a binding contract. The deposit serves as further evidence of our intention to enter into a contract.




In conclusion, after carefully examining our interactions, I believe that all five key elements required for a legally binding contract offer, acceptance, consideration, intention to create legal relations, and capacity were clearly present. You made a specific offer, I accepted that offer without changes, I paid the agreed deposit as consideration, and both our actions showed a clear intention to form a legal agreement. As a result, I am confident that a valid contract was formed. 

Your decision to rent the flat to someone else after I accepted and paid the deposit  amounts to a breach of that agreement. This situation has caused me financial inconvenience and disappointment. I am now asking that you refund the full deposit, provide compensation for any additional costs I have had to cover, and confirm in writing that acknowledge this breach. 

I hope this matter can be resolved fairly and quickly without the need for further legal action.






Yours sincerely,
Jane
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