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Introduction
Contract law is of great importance in business and in everyday life. Though 
we may not be consciously aware of it, we typically enter into numerous bind-
ing contracts on a daily basis. Ordinary business transactions such as buying a 
pack of gum at the corner grocery store, purchasing a ticket at a movie theater, 
or ordering a meal at a restaurant involve valid contracts that convey certain 
rights and responsibilities to the contracting parties. In this unit, we will ex-
plore the nature of contracts, the requirements for their valid formation, and 
the consequences for their breach.

A contract is a legally enforceable promise between two or more people. 
Although all contracts contain enforceable promises, not all promises between 
people result in contracts. There are many promises that the courts will not 
enforce. Consider the following example:

Henry invites Ericka to dinner, and Ericka accepts. Henry looks forward to the 
date and can think of little else all day long. A half hour before they were to 
meet, Ericka calls Henry and tells him that she will not be able to keep their date 
because Ron has invited her to go dancing and she has accepted. Henry is upset, 
hurt, and angry and would like to sue Ericka for breach of contract, since she has 
clearly broken a promise made to him earlier that day and caused him distress. 
Will he succeed? 

CHAPTER 4
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CHAPTER 5
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56 Unit II Contracts

Ericka may not be a very nice person; she has broken a promise to a friend and needlessly 
hurt his feelings in the process. She might have had a moral obligation to attend the dinner 
date. Nevertheless, she had no legal obligation to do so. The agreement that she breached 
was not a contract, but merely a social obligation that the courts will not enforce.

In order for there to be a valid contract, five basic criteria must be present: (1) a valid 
offer, (2) a valid acceptance, (3) consideration, (4) legality, and (5) genuine assent. In 
some cases, there is a further requirement that the contract be in a particular form in order 
for it to be enforceable. Before we get into the specific details of the requirements for a 
valid contract in this unit, it may be useful to have at least a working definition for each of 
criteria that must be present for a contract to be formed. Briefly, the five criteria include 
the following:

1. Offer: An invitation for another to enter into a contract.
2. Acceptance: Acquiescence to enter into a contract under the terms of the offer.
3. Consideration: Anything of legal value that is asked for and received as the price 

for entering into a contract.
4. Legality: In order to be enforceable, a contract cannot be for an illegal purpose or 

require performing an illegal act. Furthermore, a contract must not violate the pub-
lic policy of a state.

5. Genuine Assent: In order for a valid contract to be formed, both parties must will-
ingly enter into the agreement. A number of circumstances that can render what 
appears to be consent given by the parties invalid (e.g., a signed agreement that was 
entered into at gunpoint (duress), or agreements involving persons who are insane, 
intoxicated, minors, or who are tricked into giving their consent to enter into a con-
tract by misrepresentations of the other party).

As previously noted, each of us enters into multiple contracts most every day without 
giving the matter any thought. On the way to work, you pick up a newspaper at a news-
stand. You also stop for a cup of coffee at a coffee house. While there, you use your phone 
to browse the web and purchase tickets to a concert online. Finally, you arrive at the bus 
stop and pay your fare as you enter the bus that will take you to work or to class. In each of 
these examples, a contract was made. In each case, there was a valid offer and acceptance, 
consideration, mutual assent, and legality. No documents were signed, and no contract ne-
gotiations took place; nevertheless, valid contracts were formed, giving each party certain 
rights, and imposing on each party some responsibilities as well.

The vast majority of contracts are routinely completed without a problem, and without 
the interested parties giving the matter much thought. Problems arise when parties to a 
contract fail to live up to their agreements, or misunderstand what it is that they agreed to 
do. In such cases, the courts may be called upon to settle the dispute in accordance with 
established rules of law that determine each party’s rights and obligations under a valid 
contract. Many misunderstandings and disagreements between contracting parties, as well 
as costly, time-consuming litigation, can easily be avoided if each party has a basic un-
derstanding of the law of contracts. The following chapters will explore the requirements 
for the formation of valid contracts and the remedies available when they are breached.

Some of the rules that we learn here about contract formation will be modified some-
what when we explore contracts for the sale of goods in Chapters 11–13. Nevertheless, 
the common law of contracts is very much in effect today and is crucial to the running of 
every business, regardless of its size.
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Learning Objectives
After studying this chapter you will be able to:

 � Describe the difference between express, implied, simple, and formal 
contracts.

 � Explain the requirements for a valid offer and acceptance.

 � Explain the provisions for revoking an offer.

 � Define the five requirements for a valid contract.

 � Distinguish unilateral contracts from bilateral contracts.

Introduction
A contract is, as previously noted, a legally enforceable agreement. As this 
definition implies, a contract comes into existence from the voluntary assent 
of two or more individuals to enter into a legally binding agreement. Mutual 
accord is crucial to the formation of a contract. One party makes an offer—a 
business proposition—to another; the other accepts. Provided that the other 
three requirements are present (consideration, capacity, and legality), a valid 
contract is formed. Let’s look at a simple example:

Manuela offers to sell Linda her car for $5,000. Linda accepts the offer. A 
valid contract is formed since there is a valid offer and acceptance: consider-
ation (something of value is given and received by each party—the car and the 
$5,000), capacity (both parties are of sound mind and are freely entering into the 
agreement), and the contract is for a legal purpose.

The above seems simple enough. But matters are sometimes not simple 
when one looks at the law, and problems can arise at the very onset when we 
look at different types of contracts and try to determine what constitutes a 
valid offer and acceptance.

Types of Contracts
Contracts can be classified as express, implied in fact, bilateral, unilateral, sim-
ple, or formal. Each type of contract will be briefly examined below.

Express Contracts

Express contracts are formed by the express language of the parties—the ac-
tual words they use in their agreement—and can in general be either written or 
oral. Whenever parties either verbalize or put in writing what it is that they are 
obligating themselves to do, the contract is an express one. It is a popular mis-
conception that contracts are not binding unless they are in writing and signed 
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58 Unit II Contracts

by the contracting parties. It is always a good idea to reduce business agreements to a 
writing to avoid future misunderstandings—and to keep the parties honest as to what it is 
that they have obligated themselves to do—but most contracts are legally valid whether 
they are oral or in writing. Some contracts, such as those transferring an interest in real 
property, are required to be in writing, witnessed, notarized, and sealed in most jurisdic-
tions. The vast majority of contracts, however, do not need to follow any of those formal-
ities in order to be binding.

Implied-in-Fact Contracts

Implied contracts are formed not by the words of the parties, but rather by their actions. Both 
parties must clearly show their assent to enter into an agreement the terms of which are clear 
to both. As long as the parties’ actions plainly indicate an intention to enter into a contract, 
and as long as the terms of that contract can clearly be implied from those actions, a binding 
contract can be created without a single word being spoken. Consider the following examples:

1. Harold goes to a movie theater where only one movie is showing. He puts down $10 
at the cashier’s window. The cashier takes the money and gives him a ticket.

2. Dana walks into a newsstand, places three quarters on the counter, and takes a copy 
of her hometown newspaper.

3. Steve enters Nilda’s hardware store. He picks up a screwdriver from a rack and, 
looking over at Nilda, who is taking care of a line of customers at the moment, 
waves the screwdriver in the air. She recognizes Steve, a long-time customer, and 
understands that he would like to take the screwdriver now and pay for the purchase 
later. She signals her consent by nodding in his direction. He leaves, taking the 
screwdriver with him.

In each of the above three examples, an implied contract has been entered into. Harold 
has implicitly agreed to pay $10 for the privilege of watching a movie, Dana has paid 
$0.75 for a copy of a newspaper, and Steve has agreed to pay the selling price of the 
screwdriver to Nilda at a later time.

Bilateral Contracts

If the offeror (the person who makes an offer to enter into a contract) and offeree (the 
person to whom a contract offer is made) exchange promises to perform some act in the 
future, a bilateral contract is formed. A bilateral or “two-sided” contract results from an 
exchange of promises whereby both parties to the contract bind themselves to undertake 
some future action, as in the following examples:

1. Bruce offers to sell his old car to Irving if he will pay him $2,000. Irving accepts 
the offer.

2. Lina offers to babysit for Inga’s daughter every Saturday for the next three months 
if Inga will pay her $10.00 per hour. Inga accepts.

3. Tina offers to sing at Charles’ club next Friday, Saturday, and Sunday for three hours 
each day if he will pay her $2,000 per night. He agrees.

In each of the above examples, both parties are obligating themselves to take some ac-
tion in the future. As soon as the offer is accepted, a valid contract comes into existence. 
When a bilateral contract is involved, contracting parties exchange mutual promises to 
perform some future act. As soon as a bilateral contract offer is accepted, a contract comes 
into existence and both parties are obligated to perform their contractual promises. If ei-
ther party fails to live up to the agreement, a suit for breach of contract can result.

Unilateral Contracts

In a bilateral contract, the parties exchange promises with each other. In a unilateral con-
tract, one party makes a promise to the other which can only be accepted by the other’s 
performance. The acceptance of a unilateral contract does not come about by giving a 
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promise in return for another’s promise, but rather by beginning performance of a re-
quested act. The following examples will illustrate:

1. Larry promises to pay Moe $1,500 if Moe will paint the exterior of Curley’s house. 
Moe goes over to Curley’s house and begins painting it. He has accepted Larry’s 
unilateral promise by undertaking the desired task.

2. Bill promises his son, Michael, that he will pay him $10,000 if he can stop smoking 
cigarettes for one year. Michael immediately quits smoking. Michael has accepted 
his father’s unilateral offer and the former must pay the $10,000 if Michael in fact 
refrains from smoking cigarettes for a year.

3. Jenine promises to pay Olga $1,000 if she will paint her portrait within the next six 
months. Three months later, Olga shows up at Jenine’s house with her paint supplies 
and tells Jenine that she is ready to begin the portrait. She has accepted the contract 
through her actions.

In each of the above three examples, the offerees are not obligated to do anything; it 
is only the offeror who is obligated to do some act (pay a specific sum of money in the 
above examples) if the offeree takes the specified action. The offeree is free to accept the 
offer by performing the desired act, or to reject it by doing nothing. The acceptance of the 
offer, and thereby the formation of the contract, comes about by the offeree beginning to 
perform the required act.

Simple Contracts

A simple contract is any oral or written contract that is not required to follow a spe-
cific form, or be signed, witnessed, or sealed. The vast majority of contracts entered into 
by businesses and private individuals are simple contracts, even though some may seem 
rather complex and go on for many pages.

Formal Contracts

A formal contract at common law was one that needed to be in writing, signed, witnessed, 
and sealed by the parties. At common law, a person’s seal on a contract (usually a unique 
mark made by a signet ring pressed into hot sealing wax—but a seal can be any symbol 
adopted by an individual or a company to give the contract special significance) legiti-
mized a contract to such an extent that a contract not supported by consideration could 
still be binding if sealed. Today, Article 2 of the Uniform Commercial Code (UCC)—the 
most important statute affecting business, drafted by the National Conference of Commis-
sioners on Uniform State Laws (NCCUSL) and adopted in every state except  Louisiana— 
has abolished the significance of the seal for contracts involving the sale of goods  
(UCC § 2-203), and many states have likewise abolished the significance of the seal for 
contracts in general. Where the formality of the seal is retained, most states permit any mark 
to be made to take the place of the seal, including adding the word SEAL or the initials L.S. 
(for Locus Sigilli—Latin for “in place of seal”) to be used instead of an actual seal.

Characteristics of an Offer
An offer must contain an unequivocal (clear, unambiguous) promise to enter into a con-
tract and must be communicated by the promisor (the person making the promise) to the 
promisee (the person to whom the promise is made). Sometimes statements that at first 
glance appear to contain a valid offer may not meet this simple test upon closer inspec-
tion. Examine the following three statements and see which, if any, meet the test as to a 
valid offer by being an unequivocal promise that is communicated to the offeree:

1. Seller tells buyer: “I would consider selling you my car for $5,000.”
2. Seller tells buyer: “I’d sure like to sell my car for $5,000.”
3. Seller tells buyer: “If you give me $5,000, I will sell you my car.”
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In the first two examples, there is no valid offer since there is neither a clear, unequiv-
ocal offer, nor a promise. In example one, the seller simply says that he would consider 
selling his car; there is no promise stated or implied to sell it to the buyer. Likewise, in 
example two, the seller states that he’d like to sell his car, but does not promise to sell it 
to the buyer. Example three, however, does contain a valid offer. The seller makes an un-
equivocal offer, which cannot be misinterpreted, that he is willing to sell to buyer his car 
for $5,000. If the buyer accepts, a valid contract will be formed.

Clear Intent: An Unequivocal Promise

An offer does not need to contain specific language such as “I promise to sell you,” or “I 
offer to sell you” in order to be effective. What matters is that a reasonable person under 
the same circumstances would clearly understand that an offer was unequivocally intended 
by the offeror. The language used is always important in helping to determine the intent of 
the parties, but a valid offer can be made even when no words are spoken, simply by the 
actions of the parties. If, for example, Muhammad holds out a $20 bill and tells Carol, “I’ll 
give you this for that fountain pen on your desk” and Carol takes the money and puts it in 
her pocket without saying a word, she will have clearly accepted his offer by her actions. 
What is important in determining whether a valid offer or acceptance existed is the objec-
tive intent of the parties as communicated through their words or actions.

Since an offer must contain a clear intent to enter into a contract, an offer which is not 
seriously intended is not a valid offer. It can be difficult at times to determine whether an 
offer is seriously intended. The subjective intent of the offeror and offeree are irrelevant 
and will not be examined by a court in determining the validity of an offer. What is im-
portant is not whether an offeror subjectively made an offer in jest, but rather whether the 
person to whom the offer was made, the offeree, should have realized that the offeror was 
only joking when he made the offer. It must be clear to an average person that the offer 
was not seriously intended; otherwise, the offeree can accept it and form a valid contract. 
Examine the following examples:

1. Alvin offers to sell his brand new Ford Mustang convertible to Margaret for $1.00. 
Margaret, knowing that he just paid more than $30,000 for the automobile, promptly 
accepts.

2. Laverne tells Ernest: “I will give you $1,000,000 for a kiss.” Ernest, knowing a 
good deal when he hears it, runs to her and gives her a quick smooch before she can 
change her mind.

3. Deborah, exasperated at Gabe’s incessant chatter, tells him: “If you can keep your 
mouth shut for 5 minutes, I’ll give you an all-expense-paid cruise around the world.” 
He smiles and remains silent for the required time period.

In each of the above examples, if the offerees seek to enforce the offerors’ promises, 
they will have a difficult time. Alvin, Laverne, and Deborah will almost certainly pre-
vail if they claim that the offers were not seriously intended. Under the circumstances, a 
reasonable person should have realized that the offers were intended in jest and were not 
serious proposals to enter into a contract. But consider the following examples:

1. Glenda offers to sell Richard her Ferrari for $1. Richard, who knows the car is worth 
in excess of $200,000, replies: “I wish you were serious. I’d take you up on the offer 
in a minute!” Glenda insists that she is serious, that the car has brought her bad luck 
and given her nothing but headaches since she bought it, and that she’d be much 
better off without it. Richard, after questioning the seriousness of the offer several 
times, finally accepts.

2. Rufus shows his friend, Donald, a new painting he has just purchased. Donald knows 
nothing about art, and does not recognize that it is a genuine Picasso, worth several 
million dollars. Nevertheless, he is intrigued and tantalizingly disturbed by the images 
on the canvas and offers to buy it from Rufus for $100. Rufus, thinking that his friend 
is kidding, accepts in a serious tone, playing along with what he thinks is a joke.
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In both of the examples, Glenda and Rufus may have a hard time trying to get out of 
the contracts by claiming that the offers were not seriously intended. In Glenda’s case, 
her insistence that she was serious after being specifically asked the question by Richard 
will make it unlikely that her offer will be held to have been made in jest. If a reasonable 
person under the circumstances would have thought the offer seriously made, she will be 
bound by it. Rufus is also in trouble. If Donald can convince the trier of fact that he did not 
realize that the painting was an expensive artwork, then he would have been justified in 
thinking the offer seriously made and could bind Rufus with his acceptance. (As you will 
see in the next chapter, the mere fact that the consideration given by one party is much less 
than that of the other will not of itself ordinarily invalidate the contract.)

Provisions for Revocation

As a general rule, an offer can be accepted at any time until it is revoked or expires.

Tawana makes the following offer to Jerome: “I will sell you my classic 1980 Mercedes 450 
SEL for $10,000.” Jerome tells Tawana that he’ll think about her offer. Two days later, he 
calls her and agrees to buy the car under her terms.

Tawana’s statement to Jerome constituted a valid offer since it clearly conveyed to 
him her unequivocal willingness to sell him her automobile. Once Jerome accepts the 
offer, a valid contract is formed and neither party will be able to back out of it without 
the other’s consent. (However, as we will see in Chapter 8, when the sale of goods with 
a value of $500 or more is the subject matter of a contract, a signed writing is required 
by the UCC, so the oral contract would not be enforceable for that reason.) After Jerome 
accepts, he is obligated to buy her car and she to sell it to him. If either one refuses to 
perform their part of the agreement, the other party may sue for damages (the conse-
quences of breach of contract will be fully explored in Chapter 10). But if Tawana had 
changed her mind in the above example and communicated a revocation of her offer to 
Jerome before he accepted the offer, no contract would come into existence. Once an 
offer is revoked by the offeror, the offeree loses the ability to accept it and thereby enter 
into a contract.

Unless the offer itself states otherwise, it can be accepted within a reasonable time until 
it is revoked by the offeror. What is a reasonable time varies depending on the circum-
stances of each case. Jerome`s acceptance of Tawana’s offer two days after it was made 
would be deemed timely (within a reasonable time) by most courts. But if Tawana’s offer 
to Jerome involved pork belly futures, rather than a car, his acceptance two days later 
would not be deemed timely by most courts. What is the difference in these situations? 
The futures market in commodities such as pork bellies and soybeans can fluctuate widely 
within a short period of time. But the same is not true for the classic automobile market 
(or for the used-car market in general). For this reason, courts are very likely to hold that 
the passing of several days is a reasonable time with regard to accepting an offer to buy 
a car, but not for accepting an offer to buy pork belly futures. What if Jerome had waited 
a year before accepting his offer and Tawana had not revoked the same in that period of 
time? Would the offer still be valid? The answer would be no. A year is not a reasonable 
period of time for an offer to remain open. What about four days, a week, or a month? 
Where does one draw the line? It is difficult to predict with certainty what might be 
deemed to be a reasonable period of time to accept an offer. For that reason, it is a good 
idea to expressly state in the offer itself an outside time limit for its acceptance. For ex-
ample, if Tawana tells Jerome that she is willing to sell him her car for $8,000 provided 
he accepts the offer before 5:00 pm that afternoon, then the offer will automatically expire 
at 5:00 pm if Jerome has not accepted it by that time. She can still revoke the offer before 
5:00 pm simply by telling Jerome that she has changed her mind and is no longer willing 
to sell him her car.

An offer can also be revoked by the offeree in two other ways. First, a rejection of the 
offer by the offeree automatically revokes the offer and removes his ability to accept it 
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should he change his mind later. In addition, if the offeree makes a counteroffer contain-
ing significantly different terms than those of the original offer, the original offer is also 
automatically revoked.

Tawana offers to sell her automobile to Jerome for $8,000. Jerome accepts, provided she is 
willing to take $7,500 for her car. Jerome has made a counteroffer that automatically revoked 
Tawana’s original offer. If he then offers her $8,000 when the counteroffer is rejected and she 
still wishes to sell him the car, it is she who will be accepting his new offer to buy the car for 
$8,000. If she no longer wishes to sell him her car, she will not be obligated to do so, even 
though he is willing to pay what she originally asked as the selling price.

Provisions for Acceptance

Acceptance of an offer is the clear manifestation of assent to the terms of the offer. For  
an acceptance to be valid, if must be (1) made by a person to whom the offer was made,  
(2) unequivocal, and (3) communicated to the offeror. The first requirement is simple: only 
a person to whom an offer was made may accept it. The following example will illustrate:

Professor Smith, an attorney, offers to draft a will for anyone in his business law class for 
$25. Bill Jones, who is not a student in the class, overhears the offer while passing by the 
lecture hall and promptly walks in to accept the offer. Bill’s acceptance is not valid since the 
professor’s offer was made only to students in his class and could only be accepted by them.

The requirement that the offer be unequivocal is also rather straightforward: In order 
for the acceptance to be valid, it must be clear from the offeree’s words or actions that he 
intends to accept the offeror’s offer under the offeror’s terms. At common law, under the 
mirror image rule, an acceptance was deemed valid only if it mirrored the offer exactly. 
Any substantial deviation, such a difference in price or any other contract term, served to 
revoke the original offer. Today, the mirror image rule has been modified by Article 2 of 
the Uniform Commercial Code in transactions involving the sale of goods. Under UCC 
§2-207, acceptance is valid even if it contains terms different from the original offer un-
less it is conditioned on the offeree accepting the additional terms. The additional terms 
in the acceptance are simply ignored and the contract is formed under the terms of the of-
feror’s offer. If both parties are merchants (individuals engaged in the business of buying 
and selling goods of the type involved in the contract), however, the additional terms in 
the acceptance become part of the contract unless

1. they are objected to within a reasonable time of receipt of the acceptance;
2. the additional terms materially alter the contract; or
3. the offer specifically limits acceptance to the stated terms.

In transactions other than contracts for the sale of goods, the mirror image rule is still very 
much in force for both merchants and non-merchants alike. 

Finally, an acceptance is not valid until it is communicated to the offeror. Unless the 
offeror requires that acceptance be made in a specific way, such as in writing or in person, 
the offeree may generally communicate her acceptance to the offeror in any reasonable 
manner, so long as the offeror is given a clear, unmistakable indication that the offeree 
accepts the offer. In face-to-face transactions, acceptance is usually communicated ver-
bally. But acceptance can also be communicated by telegram, telephone videotape, letter, 
or, in some circumstances, by actions such as the nod of the head to indicate assent. As 
soon as assent is given, a contract is formed that obligates both parties to render whatever 
performance was promised.

Since a contract comes into existence as soon as the offeror’s offer is accepted by the 
offeree, problems can arise when parties are not dealing face to face when a contract 
is made. In such instances, the general rule is that an acceptance is binding at the time 
that it is sent. Therefore, leaving a voice message on an answering machine constitutes 
acceptance at the time that the message is recorded, not at the time that it is actually 
heard by the offeror. Likewise, sending an email message or a telegram containing a valid 
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acceptance results in a valid contract as soon as the messages are sent. Consider the fol-
lowing situation:

Joan offers to sell Matilda a used television set for $100. Matilda writes Joan a letter in which 
she accepts the offer. She mails the letter at 5:00 pm. The next morning, before the mail is 
delivered, Joan calls Matilda and tells her that she wishes to revoke the offer. May she do so?

This last example illustrates the mailbox rule, which states that an offer accepted by 
mail forms a binding contract as soon as a properly addressed and stamped envelope is 
mailed. In the above example, Matilda’s acceptance was complete and binding as soon as 
she mailed her letter to Joan. Joan attempted to revoke too late, since Matilda had validly 
accepted the offer the previous day as soon as she dropped the letter into the mailbox. 
Unless the offer limits acceptance to a specific mode, such as in person or by telephone, 
acceptance may be made in any reasonable fashion. It makes no difference that the offeror 
may not receive the acceptance for a day or two; indeed, if the postal service loses the 
letter and the offeror never receives it, a valid contract still exists. All the offeree needs to 
do is to prove that the letter was in fact mailed properly addressed and stamped. If he can 
do so, the offeror will be bound to the contract even though he will never receive actual 
notification of acceptance. This may seem unfair, but keep in mind that the offeror can 
easily protect himself by requiring as part of the offer that acceptance be made in a partic-
ular way (e.g., in person or by telephone). If an offeror states: “I will sell you my car for 
$1,000 provided you accept this offer by coming to my office prior to 3:00 pm tomorrow 
and informing me of your acceptance in person,” then the offeree can only accept in per-
son, at the place and time designated in the offer. If she calls by telephone, sends a fax, 
telegrams, or mails her acceptance, such acceptance will be invalid and no contract will 
arise; the non-conforming acceptance will be deemed a counteroffer which the offeror is 
free to accept or reject. If acceptance is not required in a particular form, however, any one 
of these methods of acceptance would suffice, since each is reasonable.

The common-law principle of the mailbox rule that an acceptance is valid when sent 
applies today in general to other forms of acceptance by electronic means. Acceptance 
in an email is valid as soon as it is sent, and acceptance of a verbal contract by leaving a 
voicemail message is valid as soon as the message is sent. In the last two instances, a con-
tract is formed at the moment that the promisee sends the email or records the voicemail. 
If the promisee can prove that she sent an email or left a voicemail message on the prom-
isor’s phone, the fact that the promisor never views or hears the messages is irrelevant as 
the contract is formed when the acceptance is sent.

Hypothetical Cases

Case 1. Jonas tells Candide “You know, I might consider 
paying you $100 if you wash and wax my car.” Candide 
says nothing, but goes out and begins washing and waxing 
the car. Four hours later, she calls Jonas over, shows him 
the gleaming car and demands to be paid $100.

A. Was there a valid contract that Jonas must honor? 
Why or why not?

B. If there was a valid contract, would it be bilateral or 
unilateral? Why?

Case 2. Bertha calls Anita by telephone and offers to sell 
Anita her oriental rug for $400. Anita says she’ll think 
about it. Later on that day, she writes Bertha telling her 
that she accepts her offer. On her way back from mailing 
the letter, Anita receives a phone call from Bertha in which 

she tries to revoke the offer, since she’s found someone 
who is willing to pay $800 for the rug.

A. Has Bertha revoked her offer in a timely manner? 
Why?

B. If Bertha sells the rug to the third person for $800, can 
Anita successfully sue Bertha for breach of contract? 
Explain.

C. Is it true that the contract between Bertha and Anita 
came into existence as soon as she mailed the letter?

D. If Anita mailed the letter but forgot to put a stamp on 
it, will Bertha’s telephone call later that day success-
fully revoke the offer?

E. Assume that Anita’s letter was properly addressed and 
contained the proper postage. Will a valid contract 
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come into existence if the letter contained the follow-
ing language: “I accept your offer to sell me your ori-
ental rug provided you will take $350 for it instead of 
$400.”? What effect would this letter have on Bertha’s 
offer?

Case 3. Angela offers Tai Chang $1,000 if he will paint her 
house while she is away on vacation. While she is away, Tai 
buys the paint and begins painting the house.

A. Is this an example of a unilateral or a bilateral contract?
B. If Angela calls Tai Chang ten minutes after he has be-

gun painting the house and tells him she has changed 
her mind, will she successfully revoke her offer?

C. If Angela returns from her trip to find that the house 
has not been painted, can she successfully sue Tai 
Chang?

D. If Tai Chang began painting the house and then changed 
his mind, after completing half of the work, would 
 Angela be able to sue him for breach of contract?

Case 4. Curt asks Michelle to the senior prom. She accepts. 
On the night of the prom, Curt calls Michelle and tells her 
that he will not be able to escort her to the prom, since he 
has been asked to go with Gretchen and has accepted.

A. Can Michelle sue Curt for breach of contract?
B. What are the five basic criteria that need to be present 

for there to be a contract? Which of the five seems to 
be missing here?

C. If Curt had offered to take Michelle to the prom in 
exchange for her paying him $100, and if she had ac-
cepted, would a valid contract have existed? What is 
different between the two situations?
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