Letter of advice on formation of contract

Dear Mr. Smith,
 
I am writing to you to address the situation regarding our recent agreement for the rental of your flat for the upcoming academic year 25/26. I hope you are doing well. Given our previous interactions, I believe that a legally binding agreement was formed between us. I was therefore surprised when you informed me that you had decided to rent the flat to another person despite our agreement and the deposit I had paid.
For a contract to be legally binding, five key elements must be present: offer, acceptance, consideration, intention to create legal relations, and capacity to contract. These elements are fundamental to contract law and determine whether an enforceable agreement has been formed between two parties. I will go into detail on each of these elements in relation to our communications and transactions.
 
1. Offer
An offer is a clear and definite proposal made by one party with the intention that it will become binding upon acceptance. In our initial meeting, you explicitly offered to rent the flat to me for £500 per month, starting from September 1st, 2025. This statement consisted of a definite offer as it specified essential terms, including the rent amount and start date. Only, the day after the viewing, I emailed you to finalize the details, to which again, you agreed by stating the rent was £500 per month and assured me I could move into the property on 1st September 2025. This is consistent with the case of Carlill v Carbolic Smoke Ball Co (1893), where the court ruled that an offer must be clear and demonstrate an intention to be bound by its terms. An important legal distinction exists between an offer and an invitation to treat (which is merely an invitation for negotiations). For example, in Fisher v Bell (1961), a shopkeeper displaying a flick knife in his window was not considered to be making a legal offer to sell the knife but merely inviting customers to make an offer. However, in our case, your statement to me was not merely an invitation to negotiate but rather a firm offer with clear conditions. Furthermore, in Gibson v Manchester City Council (1979), the court ruled that the words "may be prepared to sell" did not constitute an offer because they were too vague. However, in our situation, you did not use uncertain language. You clearly stated the rent amount and move-in date, making it a legally valid offer. Responding to that email, I agreed to the terms and explained I would transfer the deposit to you by the end of the week. 
I transferred the deposit to your account, showing again my agreement to rent your property from you. In contract law, an offer must be distinguished from an invitation to treat, which is basically an invitation to negotiate further terms. Based on our discussion, you made a definite offer rather than just inviting negotiations. Your statement that shows this was: “The rent is £500 per month, and you can move in on September 1st, 2025. Please confirm if you agree.” This clearly shows an offer which became binding upon me agreeing.
2. Acceptance
Acceptance must be a clear, unqualified agreement to the terms of the offer. In my email response following our initial meeting, I explicitly accepted your offer by stating: “I agree to the terms. I will arrange the deposit payment by the end of this week.” Contract law requires that acceptance be communicated effectively to the offeror, and this requirement was met through my email response. Since you received my email confirming my agreement to the terms, this means that a valid acceptance has been made. The principle that acceptance must be communicated to the offeror was established in Entores Ltd v Miles Far East Corporation (1955), where the court held that in cases involving electronic communication (such as emails), acceptance is effective when received by the offeror. Since you received my email confirming my agreement to the terms, this means that a valid acceptance has been made. Another point to be made was that my email responding to you accepting the offer was clear and concise, meaning there were no unfamiliar terms or conditions stated. The case of Hyde v Wrench (1840) demonstrates that a counteroffer terminates the original offer. However, in this case, my response was a clear acceptance without modification of the terms. It is important to note that silence alone does not count as acceptance unless there is an agreement that it does. This was confirmed in Felthouse v Bindley (1862), where the court ruled that a contract had not been formed because the buyer assumed silence meant acceptance. Unlike that case, I did not remain silent. I actively responded to your offer in writing, confirming my agreement to the terms. In older cases involving postal communication, courts developed the postal rule, which states that acceptance is effective once a letter is posted, even if it is not received. This principle was set out in Adams v Lindsell (1818). However, this rule does not apply to instant forms of communication like emails. In Brinkibon Ltd v Stahag Stahl (1983), the court clarified that when using modern communication methods, acceptance is valid when the message is received, not when it is sent. Since I sent my acceptance via email and you received it, my acceptance became legally binding as soon as you read my email.
3. Consideration

“An act or forbearance of one party; or the promise thereof, is the price for which the promise of the other is bought, and the promise thus given for value is enforceable "Dunlop v Selfridge (1915). Consideration refers to something of value that each party gives to the other in return for their respective promises. In our agreement, consideration was present as follows:
I agreed to pay £500 per month as rent.
I transferred the agreed deposit payment to your bank account.
The fact that I transferred the deposit to your bank account is compelling evidence of consideration. Courts recognize that even a small financial exchange can be valid consideration, as stated in Thomas v Thomas (1842). Since I made a real financial commitment, the contract had valid consideration. A key rule in contract law is that consideration must move from the promisee. In Currie v Misa (1875), the court defined consideration as a right, interest, profit, or benefit to one party. By paying the deposit, I provided legal consideration, fulfilling this requirement. 

4. Intention to create legal relations
A contract is only binding if both parties intend it to be legally enforceable. Rental agreements are considered business contracts, which means the law assumes both parties intend them to be legally binding unless stated otherwise. This principle was confirmed in Edwards v Skyways (1964), where the court ruled that in business deals, people are expected to intend for their agreements to be enforceable. At no point did you say that our discussions were informal or non-binding. Since we were discussing a rental agreement (a serious commitment), there is no doubt that we had the intention to create legal relations.
This is different from agreements between family members or friends, where there is usually no legal intention unless explicitly stated. For example, in Balfour v Balfour (1919), the court ruled that a husband’s promise to pay his wife an allowance was not legally binding because there was no intention to create legal relations. However, our agreement was clearly of a business nature, making it legally binding. In Merritt v Merritt (1970), the court said that agreements between family members are usually not legally binding unless proven otherwise. However, in business deals, like renting a flat, the law assumes the agreement is legally binding unless stated otherwise. Since our agreement was about renting a property, it was clearly meant to be legally enforceable.

5. Capacity to contract
Both parties must have the legal capacity to enter into a contract. As an adult university student and as a landlord conducting a property transaction, we both possess the necessary legal capacity. There is no indication that either of us lacked capacity due to factors such as age, mental incapacity, or legal restrictions.
Whether a Contract Exists or not?
Since all five essential elements of a contract offer, acceptance, consideration, intention to create legal relations, and capacity to contract are clearly present in our interactions, it is evident that a legally binding tenancy agreement was formed when I accepted your offer and paid the deposit.
While written agreements are often preferred in property transactions, oral and electronic agreements can still be legally binding. Under the Law of Property (Miscellaneous Provisions) Act 1989, contracts for leases of less than three years do not need to be in writing to be enforceable.
Legal implication of your actions 

1. Breach of Contract Claim – I have grounds to pursue legal action for breach of contract, seeking damages for financial loss, inconvenience, and the cost of securing alternative accommodation.
2. Specific Performance Claim – The court may order you to honor the original agreement, compelling you to provide the agreed tenancy.
3. Return of Deposit with Additional Damages – If my deposit is not returned promptly, I may seek compensation under the Tenancy Deposit Protection Scheme, potentially leading to financial penalties for failing to comply with tenancy regulations.

Yours sincerely,
Jane Smith
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