The Common Law Governs Contracts For

Contract law is governed by two main sources:

= Common law, created by courts through the
interpretation of prior facts and circumstances. This is
the primary source of contract law in many countries,
as courts generally interpret and define the other
sources as well; and

» Specific statutes in each jurisdiction, generally at the
state level. For example, the Uniform Commercial
Code ("UCC") of each state in the United States
governs contracts pertaining to the sale of goods in
that state.
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The common law governs contracts for various agreements and transactions that individuals and
businesses engage in daily. As a fundamental aspect of the legal system, common law provides a
framework for understanding and enforcing contractual obligations. Unlike statutory law, which is
enacted by legislative bodies, common law evolves from judicial decisions and precedents. This
article explores the principles of common law as they apply to contracts, outlining the essential
elements, types of contracts, defenses, and the implications of breaches.

Understanding Common Law Contracts

Common law contracts are defined by case law and the principles established by judges in courts
over centuries. These contracts underpin the legal expectations of parties entering into agreements.
The common law governs contracts unless the parties explicitly agree to a different set of rules, such
as those found in the Uniform Commercial Code (UCC) for the sale of goods.

Essential Elements of a Valid Contract

For a contract to be enforceable under common law, it must contain several essential elements:

1. Offer: One party must propose a deal, expressing a willingness to enter into a contract on specific
terms.

2. Acceptance: The other party must agree to the terms of the offer. Acceptance must be clear and
communicated to the offeror.

3. Consideration: There must be something of value exchanged between the parties. Consideration



can be money, services, or anything else deemed valuable.

4. Capacity: Both parties must have the legal ability to enter into a contract. This means they must
be of sound mind, not minors, and not under duress or undue influence.

5. Legality: The contract's purpose must be legal. Agreements involving illegal activities are void and
unenforceable.

6. Mutual Assent: Both parties must understand and agree to the basic substance and terms of the
contract.

Types of Contracts Governed by Common Law

Common law governs several types of contracts, including:

- Express Contracts: These are created through explicit verbal or written agreements. The terms are
clearly stated, leaving no ambiguity.

- Implied Contracts: These arise from the actions or conduct of the parties rather than explicit
words. For example, if you order a meal at a restaurant, there is an implied contract that you will

pay for it.

- Bilateral Contracts: In these agreements, both parties make promises to each other. For instance, a
sales contract where one party promises to deliver goods, and the other promises to pay for them.

- Unilateral Contracts: A unilateral contract involves one party making a promise in exchange for an

act by the other party. A classic example is a reward contract, such as offering a reward for lost
property.

Performance and Breach of Contract

Once a contract is formed, each party has an obligation to perform their duties as outlined in the
agreement. Failure to do so constitutes a breach of contract, which can lead to legal remedies.

Types of Breaches

Breaches of contract can be categorized into several types:

1. Minor Breach: The breaching party fails to perform a part of the contract, but the overall
agreement is still upheld.

2. Major Breach: A significant failure to perform, which allows the non-breaching party to seek legal
remedies.

3. Anticipatory Breach: Occurs when one party indicates they will not fulfill their contractual
obligations before the performance is due.



Legal Remedies for Breach of Contract

When a breach occurs, the injured party may seek various remedies, including:

- Damages: Monetary compensation for losses incurred due to the breach.

- Specific Performance: A court order requiring the breaching party to fulfill their part of the
contract.

- Rescission: The cancellation of the contract, releasing both parties from their obligations.

- Restitution: Compensation to restore the injured party to the position they were in before the
contract was made.

Defenses Against Breach of Contract Claims

When faced with a breach of contract claim, a party may raise several defenses to avoid liability.
Common defenses include:

- Incapacity: Arguing that one party lacked the legal capacity to enter into the contract.
- Duress: Claiming that one party was forced or threatened into agreeing to the contract.

- Undue Influence: Suggesting that one party had a special relationship with the other, which led to
an unfair advantage.

- [llegality: Asserting that the contract's subject matter is illegal or against public policy.

- Mistake: Indicating that both parties shared a misunderstanding about a fundamental aspect of the
contract.

Contract Interpretation Under Common Law

Disputes often arise regarding the interpretation of contract terms. Courts utilize several principles
to interpret contracts under common law:

Plain Meaning Rule

The plain meaning rule states that contracts should be interpreted according to the ordinary
meaning of the words used. If the language is clear and unambiguous, courts will enforce the
contract as written.

Parol Evidence Rule

This rule restricts the use of oral or written statements made before or at the same time as the



contract when interpreting its terms. If a written contract is intended to be a complete and final
expression of the parties' agreement, external evidence cannot contradict or add to its terms.

Contextual Interpretation

In some cases, courts may consider the context in which the contract was formed, including the
conduct of the parties, the purpose of the agreement, and industry practices.

Conclusion

In summary, the common law governs contracts for a wide array of agreements, providing essential
guidelines for their formation, performance, and enforcement. Understanding the fundamental
elements of contracts, the types of breaches that can occur, and the available legal remedies is
crucial for both individuals and businesses. As the common law continues to evolve through judicial
decisions, it remains a cornerstone of contract law, ensuring that agreements are honored and
providing mechanisms for resolving disputes when they arise. By comprehending these principles,
parties can better navigate their contractual relationships and protect their interests in a complex
legal landscape.

Frequently Asked Questions

What is the primary purpose of common law in governing
contracts?

The primary purpose of common law in governing contracts is to provide a consistent and
predictable framework for enforcing agreements, ensuring that parties adhere to their commitments
and can seek remedies in case of breaches.

How does common law differ from statutory law in contract
enforcement?

Common law is developed through court decisions and judicial precedents, while statutory law is
enacted by legislatures. This means that common law evolves based on case outcomes, while
statutory law provides specific rules that must be followed.

What are the key elements required for a contract to be
enforceable under common law?

The key elements required for a contract to be enforceable under common law are offer, acceptance,
consideration, mutual assent, and a lawful purpose.



Can common law contracts be modified, and if so, how?

Yes, common law contracts can be modified if both parties agree to the changes, typically requiring
new consideration to support the modification, unless the original contract specifies otherwise.

What role does 'consideration’ play in common law contracts?

Consideration refers to something of value exchanged between parties in a contract. It is essential
because it distinguishes a legally binding contract from a mere promise or gift.

Are oral contracts enforceable under common law?

Yes, oral contracts can be enforceable under common law, but proving the terms and existence of
such contracts can be challenging. Certain types of contracts, however, must be in writing to be
enforceable under the Statute of Frauds.

What is the significance of 'capacity’' in common law
contracts?

Capacity refers to the legal ability of parties to enter into a contract. Minors, mentally incapacitated
individuals, and intoxicated persons may lack capacity, making their contracts voidable at their
discretion.
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Discover how the common law governs contracts for various agreements and obligations.
Understand its principles and implications. Learn more in our detailed guide!
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