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Contract Law Fundamentals

Contract Law Fundamentals:
Contract Law Fundamentals are the basic principles and rules that govern the formation, interpretation, and
enforcement of contracts. Contracts are legally binding agreements between parties that create rights and
obligations. Understanding contract law fundamentals is essential for individuals and businesses to protect
their interests and ensure that agreements are enforceable.

Terms:

1. Offer:
An offer is a proposal made by one party to another indicating a willingness to enter into a contract under
certain terms. It must be communicated to the offeree and must be sufficiently definite to create a valid
contract. For example, if someone offers to sell their car for $10,000, that would be considered an offer.

2. Acceptance:
Acceptance is the agreement by the offeree to the terms of the offer. It must be communicated to the
offeror and must be unconditional and in accordance with the terms of the offer. For example, if the offeree
agrees to buy the car for $10,000, that would be acceptance.

3. Consideration:
Consideration is something of value exchanged between the parties to a contract. It can be money, goods,
services, or a promise to do or refrain from doing something. Consideration is necessary to make a contract
legally binding. For example, in a contract to sell a car, the consideration would be the money paid for the
car.

4. Capacity:
Capacity refers to the legal ability of a party to enter into a contract. Minors, mentally incapacitated
individuals, and individuals under the influence of drugs or alcohol may lack the capacity to enter into a
contract. Contracts entered into by parties lacking capacity may be voidable.

5. Legality:
Legality refers to the requirement that the purpose of a contract must be legal. Contracts for illegal
activities, such as drug trafficking or gambling, are void and unenforceable. A contract with an illegal
purpose is against public policy and will not be upheld by the courts.

6. Intention to Create Legal Relations:
In contract law, parties must have the intention to create legal relations for a contract to be valid. Social
agreements or agreements made in a domestic context are generally presumed not to have this intention.
However, commercial agreements are presumed to have the intention to create legal relations.

7. Express Contract:
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An express contract is a contract where the terms are explicitly stated by the parties, either orally or in
writing. The terms of an express contract are clear and definite, leaving no room for interpretation. For
example, a written agreement to purchase a house is an express contract.

8. Implied Contract:
An implied contract is a contract where the terms are inferred from the conduct of the parties or the
circumstances of the situation. The terms of an implied contract are not explicitly stated but are implied by
the actions of the parties. For example, when you go to a restaurant and order a meal, there is an implied
contract that you will pay for the meal.

9. Void Contract:
A void contract is a contract that is not legally binding and has no effect from the beginning. A void
contract is invalid and unenforceable, and the parties are not obligated to perform their obligations under
the contract. For example, a contract to commit a crime would be void.

10. Voidable Contract:
A voidable contract is a contract that is valid and enforceable unless one of the parties chooses to void or
cancel it. The party with the option to void the contract can choose to either affirm or disaffirm the contract.
For example, a contract entered into under duress may be voidable by the party who was under duress.

11. Unilateral Contract:
A unilateral contract is a contract where only one party makes a promise or undertakes an obligation. The
other party is not required to do anything to accept the offer but may need to perform an action to receive
the benefit of the contract. For example, a reward offer for finding a lost pet is a unilateral contract.

12. Bilateral Contract:
A bilateral contract is a contract where both parties exchange promises and create mutual obligations. In a
bilateral contract, each party is both a promisor and a promisee. For example, a contract to buy and sell
goods is a bilateral contract.

13. Executed Contract:
An executed contract is a contract where both parties have fulfilled their obligations under the contract.
Once the contract is fully performed, it is considered executed, and both parties are discharged from their
obligations. For example, a contract to deliver goods in exchange for payment is an executed contract once
the goods are delivered and the payment is made.

14. Executory Contract:
An executory contract is a contract where one or both parties have not yet fulfilled their obligations. The
contract is still in progress, and the parties have future obligations to perform. For example, a contract to
build a house is an executory contract until the house is completed.

15. Anticipatory Breach:
An anticipatory breach occurs when one party to a contract indicates, by words or actions, that they will not
perform their obligations under the contract. The other party can treat the anticipatory breach as a
repudiation of the contract and sue for damages. For example, if a contractor tells a homeowner they will
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not complete a construction project, it would be an anticipatory breach.

16. Misrepresentation:
Misrepresentation occurs when one party makes a false statement of fact that induces the other party to
enter into a contract. The false statement must be material, meaning it would influence a reasonable
person's decision to enter into the contract. Misrepresentation can render a contract voidable.

17. Unconscionability:
Unconscionability refers to a contract that is so one-sided or unfair that it shocks the conscience.
Unconscionable contracts may be deemed unenforceable by the courts. Factors that can make a contract
unconscionable include unequal bargaining power, hidden terms, and oppressive or unfair terms.

18. Statute of Frauds:
The Statute of Frauds is a legal requirement that certain types of contracts must be in writing to be
enforceable. The purpose of the statute is to prevent fraud and perjury by requiring written evidence of
important agreements. Examples of contracts that must be in writing under the Statute of Frauds include
contracts for the sale of land and contracts that cannot be performed within one year.

19. Parol Evidence Rule:
The Parol Evidence Rule is a rule of contract law that prohibits the introduction of extrinsic evidence to
contradict, add to, or modify the terms of a written contract that is intended to be a complete and final
expression of the parties' agreement. The rule aims to promote certainty and finality in contract
agreements.

20. Assignment:
Assignment is the transfer of rights or obligations under a contract from one party to another. The party
making the assignment is known as the assignor, and the party receiving the assignment is known as the
assignee. Assignments are common in commercial contracts and are often used to transfer debts, rights to
payment, or other benefits.

21. Novation:
Novation is the substitution of a new contract for an existing contract, with the consent of all parties.
Novation typically involves the release of one party from their obligations under the original contract and
the substitution of a new party in their place. Novation requires the agreement of all parties involved.

22. Remedies:
Remedies are the legal means available to parties to enforce their rights or obtain relief for breaches of
contract. Common remedies for breach of contract include damages, specific performance, rescission, and
injunctions. The choice of remedy will depend on the nature of the breach and the circumstances of the
case.

23. Specific Performance:
Specific performance is a remedy where a court orders a party to perform their obligations under a contract
as agreed. Specific performance is typically available in cases where monetary damages are inadequate to
compensate the non-breaching party for the breach. For example, specific performance may be granted in
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contracts for the sale of unique or rare items.

24. Rescission:
Rescission is the cancellation or termination of a contract. Rescission restores the parties to their pre-
contractual positions and extinguishes their rights and obligations under the contract. Rescission may be
granted by a court in cases of fraud, misrepresentation, duress, or other grounds that render the contract
voidable.

25. Quantum Meruit:
Quantum meruit is a Latin term meaning "as much as he deserves." It is a legal principle that allows a party
to recover the reasonable value of services rendered or goods provided in the absence of a valid contract.
Quantum meruit is often used when parties have not agreed on a price for goods or services.

26. Waiver:
Waiver is the voluntary relinquishment of a right or claim under a contract. A waiver may be express, where
a party explicitly gives up a right, or implied, where a party's actions indicate an intention to waive a right.
Waiver may be temporary or permanent, depending on the circumstances.

27. Estoppel:
Estoppel is a legal principle that prevents a party from asserting a right or claim that is inconsistent with a
previous position or representation. Estoppel may arise when a party has made a promise, representation,
or assurance that another party has reasonably relied on to their detriment. Estoppel prevents the first party
from going back on their word.

28. Force Majeure:
Force majeure is a contractual clause that excuses a party from performing their obligations under the
contract due to unforeseen circumstances beyond their control, such as natural disasters, war, or
government actions. Force majeure clauses typically specify the events that will trigger the clause and the
consequences of invoking it.

29. Forum Selection Clause:
A forum selection clause is a contractual provision that designates the jurisdiction or venue where any
disputes arising from the contract will be litigated. Forum selection clauses help parties avoid jurisdictional
disputes and provide certainty as to where legal proceedings will take place. Courts will generally enforce
forum selection clauses if they are valid and reasonable.

30. Choice of Law Clause:
A choice of law clause is a contractual provision that specifies which jurisdiction's laws will govern the
interpretation and enforcement of the contract. Choice of law clauses are used to provide certainty and
predictability in cross-border contracts and to avoid conflicts between different legal systems. Courts will
generally enforce choice of law clauses if they are valid and reasonable.

31. Good Faith:
Good faith is a general principle of contract law that requires parties to deal with each other honestly, fairly,
and in a manner that is not contrary to the reasonable expectations of the other party. Parties must act in
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good faith in both the formation and performance of contracts. Failure to act in good faith may constitute a
breach of contract.

32. Consideration:
Consideration is something of value exchanged between the parties to a contract. It can be money, goods,
services, or a promise to do or refrain from doing something. Consideration is necessary to make a contract
legally binding. For example, in a contract to sell a car, the consideration would be the money paid for the
car.

33. Capacity:
Capacity refers to the legal ability of a party to enter into a contract. Minors, mentally incapacitated
individuals, and individuals under the influence of drugs or alcohol may lack the capacity to enter into a
contract. Contracts entered into by parties lacking capacity may be voidable.

34. Legality:
Legality refers to the requirement that the purpose of a contract must be legal. Contracts for illegal
activities, such as drug trafficking or gambling, are void and unenforceable. A contract with an illegal
purpose is against public policy and will not be upheld by the courts.

35. Intention to Create Legal Relations:
In contract law, parties must have the intention to create legal relations for a contract to be valid. Social
agreements or agreements made in a domestic context are generally presumed not to have this intention.
However, commercial agreements are presumed to have the intention to create legal relations.

36. Express Contract:
An express contract is a contract where the terms are explicitly stated by the parties, either orally or in
writing. The terms of an express contract are clear and definite, leaving no room for interpretation. For
example, a written agreement to purchase a house is an express contract.

37. Implied Contract:
An implied contract is a contract where the terms are inferred from the conduct of the parties or the
circumstances of the situation. The terms of an implied contract are not explicitly stated but are implied by
the actions of the parties. For example, when you go to a restaurant and order a meal, there is an implied
contract that you will pay for the meal.

38. Void Contract:
A void contract is a contract that is not legally binding and has no effect from the beginning. A void
contract is invalid and unenforceable, and the parties are not obligated to perform their obligations under
the contract. For example, a contract to commit a crime would be void.

39. Voidable Contract:
A voidable contract is a contract that is valid and enforceable unless one of the parties chooses to void or
cancel it. The party with the option to void the contract can choose to either affirm or disaffirm the contract.
For example, a contract entered into under duress may be voidable by the party who was under duress.
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40. Unilateral Contract:
A unilateral contract is a contract where only one party makes a promise or undertakes an obligation. The
other party is not required to do anything to accept the offer but may need to perform an action to receive
the benefit of the contract. For example, a reward offer for finding a lost pet is a unilateral contract.

41. Bilateral Contract:
A bilateral contract is a contract where both parties exchange promises and create mutual obligations. In a
bilateral contract, each party is both a promisor and a promisee. For example, a contract to buy and sell
goods is a bilateral contract.

42. Executed Contract:
An executed contract is a contract where both parties have fulfilled their obligations under the contract.
Once the contract is fully performed, it is considered executed, and both parties are discharged from their
obligations. For example, a contract to deliver goods in exchange for payment is an executed contract once
the goods are delivered and the payment is made.

43. Executory Contract:
An executory contract is a contract where one or both parties have not yet fulfilled their obligations. The
contract is still in progress, and the parties have future obligations to perform. For example, a contract to
build a house is an executory contract until the house is completed.

44. Anticipatory Breach:
An anticipatory breach occurs when one party to a contract indicates, by words or actions, that they will not
perform their obligations under the contract. The other party can treat the anticipatory breach as a
repudiation of the contract and sue for damages. For example, if a contractor tells a homeowner they will
not complete a construction project, it would be an anticipatory breach.

45. Misrepresentation:
Misrepresentation occurs when one party makes a false statement of fact that induces the other party to
enter into a contract. The false statement must be material, meaning it would influence a reasonable
person's decision to enter into the contract. Misrepresentation can render a contract voidable.

46. Unconscionability:
Unconscionability refers to a contract that is so one-sided or unfair that it shocks the conscience.
Unconscionable contracts may be deemed unenforceable by the courts. Factors that can make a contract
unconscionable include unequal bargaining power, hidden terms, and oppressive or unfair terms.

47. Statute of Frauds:
The Statute of Frauds is a legal requirement that certain types of contracts must be in writing to be
enforceable. The purpose of the statute is to prevent fraud and perjury by requiring written evidence of
important agreements. Examples of contracts that must be in writing under the Statute of Frauds include
contracts for the sale of land and contracts that cannot be performed within one year.

48. Parol Evidence Rule:
The Parol Evidence Rule is a rule of contract law that prohibits the introduction of extrinsic evidence to

Read online: https://learnuni.com/glossaries/3129221/contract-law-
fundamentals

LearnUNI · 23 Jul 2026



G LO S S A RY

contradict, add to, or modify the terms of a written contract that is intended to be a complete and final
expression of the parties' agreement. The rule aims to promote certainty and finality in contract
agreements.

49. Assignment:
Assignment is the transfer of rights or obligations under a contract from one party to another. The party
making the assignment is known as the assignor, and the party receiving the assignment is known as the
assignee. Assignments are common in commercial contracts and are often used to transfer debts, rights to
payment, or other benefits.

50. Novation:
Novation is the substitution of a new contract for an existing contract, with the consent of all parties.
Novation typically involves the release of one party from their obligations under the original contract and
the substitution of a new party in their place. Novation requires the agreement of all parties involved.

51. Remedies:
Remedies are the legal means available to parties to enforce their rights or obtain relief for breaches of
contract. Common remedies for breach of contract include damages, specific performance, rescission, and
injunctions. The choice of remedy will depend on the nature of the breach and the circumstances of the
case.

52. Specific Performance:
Specific performance is a remedy where a court orders a party to perform their obligations under a contract
as agreed. Specific performance is typically available in cases where monetary damages are inadequate to
compensate the non-breaching party for the breach. For example, specific performance may be granted in
contracts for the sale of unique or rare items.

53. Rescission:
Rescission is the cancellation or termination of a contract. Rescission restores the parties to their pre-
contractual positions and extinguishes their rights and obligations under the contract. Rescission may be
granted by a court in cases of fraud, misrepresentation, duress, or other grounds that render the contract
voidable.

54. Quantum Meruit:
Quantum meruit is a Latin term meaning "as much as he deserves." It is a legal principle that allows a party
to recover the reasonable value of services rendered or goods provided in the absence of a valid contract.
Quantum meruit is often used when parties have not agreed on a price for goods or services.
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