The Categories and Components of the Contract

& FEEFR SR

Contracts are binding agreements that have legal consequences and can be
enforced in court. & [Fl 2 HA AW AN 6o LA E R B T #E AT B
Noted contract scholar Samuel Williston defines a contract as “a promise, or set of
promises, for breach of which the law gives a remedy, or the performance of which
the law in some way recognizes as a duty.” 3 [E & % & [F] 75 2% 3 FE 2 R « g F) 407 it
(1861-1963) K & [FE Xy “HHEN—Hidi f, s TR SakmbIEM
77 AN JBAT X551 R T sl 3 FE 7K 1% . 7 Contracts provide stability and allow
society to carry out its transactions in an orderly fashion; however, contracts are not
limited to serious business ventures. & [Fl 2 AFEM, F+H Rtk 2 Ll—FA R
T AT Ty o (H2, B FIFFA SRR R T IE LG S) . For example, siblings
who enter into bargains to divide the household chores between them are creating
contracts. 41, — ™5 jE B S 50 GH IR 73 Bio 2K 55 A2 1T 3L & R Y —FE (. While
some contracts are rather elaborate and formal, others are informal and even implied.
IR LS R AR SRR, EdA S F N2 IE R, AUE )R TR
Al

Ensuring stability and certainty is the quintessential goal of contracts. & [F] [’ %t
A H b e fRE R e PE 5 %2 14 - Those who enter into these agreements do so with

the knowledge that failure to live up to one’s part of the bargain may result in a court

order for specific performance or for monetary damages as well as damage to one’s

reputation in the community. WALE R NG, AT G R A E 1
X5, K IBUER R AT BCAE A  EE R e 2R FN, A7 &
HHAZAT

The importance of contract stability is emphasized by Article I, §10 of the U.S.

Constitution, which provides that “No State shall...pass any..Law impairing the

Obligation of Contracts.” JEE (ZE74) 5 1 528 10 R 1 & [FAs e e H 2
PE: AR HAT @IS AT A 1A FEAT A 7 In earlier days, freedom of

contract was virtually uncircumscribed by government restrictions; people contracted

as they pleased, with the only real restraint being that contracts for illegal purposes



were not enforceable by the courts. -1, & [FACLE BT, ASZBUFEE IR
il ANITAT LRSS B BRI LA, R —SARE H EE R4 Ak iR
#7. For example, government contracts secured by bribing a public official cannot be
enforced by the corporation offering the bribe. 11, it 47 M ABRN AT 3L &
[FIANTS AT )7 JB 4T » That rule is still valid; XFEHIHLE S KK IHE %L . however,
other restrictions have been added. {H A&, A — L& R &1 (1) 234 hn 7 kK .

Consider, for example, employment contracts, which are governed by regulations
barring discrimination, requiring minimum wages, limiting hours, and providing
workers’ compensation, to name only a few. L1, #HoEAE I TALAT B A FIA
PAFAEEAL, DU SF RS TARR PR DA 5% TAMESE L E . As society
becomes more complex and more litigious, legislatures, administrative agencies, and

courts at all levels of government are placing greater restrictions on the freedom to
contract. [HAE #E AR E A%, IFIAHBORIEZ , BHSTIENLC . ITBLR
JAERLRIT AR XS & 5] B H 25 T8Ok B 2 1 R . Contract law permeates our
daily lives in such diverse areas as sales, credit, employment, and various other
commercial transactions. H H 2E 3% o (RN ANAT YR BEAA T 5 [FIVE IR T, 1 a0
BBV R LA R L s S T .

I. Contractual Terms of Art & [E &M ARE

The field of contracts is an area of law in which mysterious terms of art abound.
A& TR, A7 AE — X DB AR 005 TR 3 o Contracts may be
characterized as express or implied; bilateral or unilateral; executory or executed; and
void, voidable, and unenforceable. & [F 7] LA#E K73 AR & R BB IR & F; XA
BRI SR BT ERSCETER: TRER . AT & R A6 2 )
JEAT )& A . It will be helpful for you to have some understanding of these terms as
you learn about contracts. | fif— L8 E NV AER B T B -5 [F o

An express contract is one in which the terms are stated by the parties; it may be
either an oral or written contract. P/~ [FIA2 8 XU B A L)€ A FH, Eik
Al L2 HkA&E, el P24 A . An example would be your agreement to buy
a class ring for the sum of $200.00 under a written contract. 25N, 221 &

6], 1637 200 S0 LNV FE . An implied contract is one which is inferred from



the conduct of the parties. BR7x & [F] 2 48 #8747 N E A E RS F . Your
conduct in entering a restaurant and ordering a meal gives rise to an implied contract

that you will pay the price stated on the menu for the food even though you may not
expressly say so to the waiter when you order. %11, 3B )5 I & AT NEt 2 —
BRG], FoR B ESNE ORI EYSER, RELE RN IF A
a5 VR AR 55 51X — #5. In each case, you have entered into a contract, and the only
difference is in the type of evidence necessary to establish the contract. £ AN [F] 175 .
N MIFSATSL A, i E— B X E T& RS2

A bilateral contract is one in which the parties exchange promises to do some
future act. W& [F] R FE X7 FEAR KA EEAT — € L 55 KI5 7  You agree with the
car dealer that you will pay for your new Jaguar when you take delivery next week.
Biltn, T3 SIS R IA UG, 7E T HRBOS A ITESIR R, RS
H1Z %1% H » Each of you has promised to do something in the future; the dealer to
deliver the car and you to pay for it. =43 A X7 A H 1 78K KA AR 518 1 7K
i, R ERR LY, WHTELFTP. In contrast, a unilateral contract is one in which
one party acts immediately in response to the offer. fH LA &, HIALAF & —F
B2 H AR R BT & 1H . Assume that you tender a monetary reward for
the return of your much-loved, but lost, dog - Sebastian. {5 1% 5= A ¥ 5% K- Z& (2
KT, FANKT —EHIEE. Aman, Vincent finds Sebastian and returns
him. — Y SCERRFIN I 11X A, FE4E1RiE%5 F N . The response is in the
form of immediate action rather than a mutual exchange of promises.iX ™ [A] W 5 &
—NEEIAT N, AT EXT SR

An executory contract is one in which some or all of the terms are uncompleted
— our car deal, for example. BT & [FE$a 375 B 50 A JBAT E BRI &
A, HEaniild % . An executed contract then is one in which all the terms have been
completed. CEIT A FZIEMER XK ELIEIT TEM S You have eaten
your meal and paid your bill at the restaurant or paid Vincent for returning Sebastian
to his happy home {541, FERIEBEIFL A IAT N, BEE R TN 17 SRR AT
I HL iy iy A 52 KB KT 9



The terms “void, voidable, and unenforceable” are relevant in situations where

there is a breach of contract or when the one party fails to comply with the terms of
the agreement. R ALE “TR. AT . AReb BT ” 5iE & & RGBT
A A R K AR AT N BERAE — 2 1 . A void contract is a nullity from its
beginning, and damages do not result. JERE A H 46 TERL, HAFFAERG 217 @ . For
example, a contract to murder someone is void, and the person making the “hit” could
not successfully maintain a lawsuit to collect her salary U1, W% & [FH 2 TCUE
A, RJAXFARIEILIEEFESAESFP M ERIM 4. On the other hand, a
voidable contract is one which is binding until it is disaffirmed or canceled by the
party with the authority to do so. 73 —7J71f, Rl G FZE—BEAKNER, B
AEZE R A B — 77 4F N5 8 HUH . In many ways, marriage is a contract
which either party may rescind by obtaining a divorce. fE¥F2 /71, IFWET “Af
BRI AR 7, By 29 AT DU 2 45 1) T B i “ & A 7. Other contracts are
deemed to be unenforceable. L Ath 1) & [F] #% W\ 4 A& A 0 58 i JE AT ) & [ S

Unenforceable contracts are those which meet the basic common law elements for

contracts but lack some other additional legal requirement such as being signed in
front of a notary public. AN ] S& | AT 1K) [F] 52 48 L8 RF& ZEAS 135 82 0 E (1)
HIFE, AHRERADEI AR, B R R T
I1. Formation of Contracts & [F] 1] 32

The requirements for formulating a contract appear relatively uncomplicated. 1]
SA TR ) B SR B A AR X LA T B . First, there must be two or more parties, each of
whom have the legal capacity to enter into an agreement. 15 5%, DZ0EAG H LA
HHEN, B HREAITLEF 4T NEE] . Second, there must be an offer and
acceptance, or consent, which reflects a mutual understanding between the parties as
to the essential elements of the contract. 2 —, WIS ELFK U BE ZIE A
o, X HE A [F RO 253K A B . Third, the agreement must be
supported by consideration or obligation. =, & [FWAZ0A X BLE TTAT K SCHE
Determining the existence of each of these elements is not as simple as it might
appear at first glance. iR & B 1> X 2 WU A7 £ B IR AR R AATT 56— HR G 2 #9841
L



Parties. 233 \.. Two or more parties must be involved in a contract. —>& [
HRA R KN PL B 2435 N . One cannot enter into a legally enforceable contract
with oneself. — /MM HAAGEMNE ST L EEHE RN EE . Parties to such
agreements include both natural and artificial persons (corporations). 1] 374 [A] Y24
HNALEE H SR AFE N . The law creates a legal fiction that corporations are persons.
A A B B MR N2 N) . This allows corporations to sue and be sued and
to conduct business transactions as entities without involving individual shareholders.
XS VHE N BIHA T LUE YR EON R, 7T DL DY SEAA S R s sl i AN S S i
o

Each party involved in the contract must have the legal capacity to enter into the
agreement. A R R SN AU AT LA RAT NRETT . Incapacity may
result from the age of the individual or from a party’s being mentally incapable of
understanding the ramifications of the contract. > A\ [f)4F i 5 3% Jo ik HL i & A J5 SR
SR KA GE S| AT NEE ST At common law, a person under the age of 21 was
considered an infant, or minor. fR¥E I, 21 % L FEI AN JL 3 8RR A
A . Today, many states establish the age of majority at 18, the age at which citizens
may vote. AL, 3&EVFZ M BHE KL EFR N 18 &, RN REAHIEZENM
SE W . State laws often provide that minors may enter into contracts but that they
retain the ability to withdraw from the agreement. MEMLE, ARBFENA] AT LA
5], (H &A= FEE & R AR . Assume that Patricia age 17, buys a $750
stereo, but upon bringing it home and discussing the matter with her parents, she
decides to return the stereo to the store. & MARFNTE 454 17 %, A 750 30K
T ERSLARFE R, AH S 2 el 5K 5 AR R S, dt e R S IR IE 4G S
As a minor, she may disaffirm the contract, and the store must take the stereo back if

there is a timely disclaimer on her part. Minors are under an obligation to return any

consideration received under the contract. YE AR N, THEFNNE AT LU 1X —
G E; T H, BRI — 77 S 5 RN IS4 R R i el R R
FENE LR B H 3T A FSRS A 25 . The fact that minors may void contracts
causes many people to refuse to contract with them. X —HL FHITFZ AN EE S
A DUREE & 1R oK B N 2597 & [l . Minors who contract for necessities such as



food, shelter, and clothing are not usually permitted to avoid such agreements after the
goods or services have been delivered; A NZETT I SEARY) . £ A ALSE &
i it B[] — A SR VR AE DRS4S B3 iR 55 52 1 )5 4% - however, the minor is
liable only for the reasonable value of the goods or services, which may not be the
same as the contract price. {H&, R B NSO 2 A B2 el 3R A I 55 10 & BN 4%
AL, X—MMEA—E 5 G FZ5E & —FF . Emancipation, or the removal
of one’s disabilities as a minor, can occur by court order, by entry into the armed
forces, or by marriage, according to state law provisions regarding emancipation. i #&
MERR T B HE, AT RLE VAR A 2%, B 7 MEE C
HA B SLEUfEAT N RE

Mutual assent. 1 H [F]7= . Cases less frequently turn on the question of whether
there are two parties to the contract or whether the parties had legal capacity than on
the issue of mutual assent. KX T4 [A/2 54 W7 U NSl #F UF N B HIT N
() L, 5 Ko B 58 — R I i) 2 AF AR W 2D« The question is whether the two parties
have a true “meeting of the minds”; that is, “the parties must reach an agreement on
the same bargain on the same terms and at the same time.” [n] @7E T X7 4 F N2
FHIFE “RNE BIAR—207, BRI “HFE NDLAURZ Z ks A St )ik ple— 3. 7
The mutual agreement is generally measured on an objective standard, and the
subjective intent of the parties is usually irrelevant. & & — PN WARE, S5 AT
F W R K IE R 5155 . Courts examine the language of the contract and construe it
by the usual meanings of the words. %Pt i 07 0 = BRI G H .. A
great jurist, Learned Hand, clearly stated this principle of judicial construction when
he wrote, “If, however, it were proved by twenty bishops that either party, when he
used the words, intended something else than the usual meaning which the law
imposes upon them, he would still be held, unless there was some mutual mistake, or
something else of that sort.” —\7.35 44 IV 5% 5 ) U« P A5 ¥ 28 75 FE b ) 3R 1 ]
VERRRER I — JFUN: “AESE, RN 20 4 EHATLLIER, B30T HHE N
P A 1S A8 B 3 ik HY — e 5 DAAN Y R, R ARAFAE — L3 ] (5 A i 3
fl AL 1) R, 5 Atk Ak — BB RE EH S B AL 7 For this reason, complex
contracts often contain sections that clearly define certain terms.[8 b, & 2415 [F@

WA S TR TTE LHEEARER 3. It is critical that both parties have the



same understanding of the terms. XX J7 453 N X IXFE I LML AREF FIFE AR, W
% ¢ H %L, To illustrate, merchants involved in international trading would specify the
currency for payment as U.S. dollars rather than merely as dollars, which could
drastically affect the amount paid if some other nation’s dollars were involved. %=
K, WREBRS 5B AR <300 AR “I” RAEARA]
Blg ST R A, RO R R A E R 5E i “o0”, IR REe ™ B
N SZAS 1142 %0 The test used by the courts to measure the party’s intention is whether
a reasonable person in the position of the other party would also interpret the words
and actions in the same light.v2: B <3 3 7£ % 77 09 FE DL — AN 1R 55N I L 48 R 2 fi
GRPHSCFMEFARAT R, BEX kRS E AR ER.

The mutual understanding usually follows negotiations in which parties argue
back and forth as to the terms of the contract. AH B3 fif il 75 2 M H AR & [F A
R E AT - When one party (the offeree) accepts the terms offered by the other
(the offeror), the negotiations are completed and the contract may then be drafted in
final form.>4—77 (ZEL)T7) #%2 75H—77 (ELT7) WM, At
AT, Z et sE s L & R i A A .

Consideration. X1y . Valid contracts are accompanied by consideration. 5 %
HE A S A AR« Consideration is not limited to money but instead is usually
defined in terms of an exchange of benefits or detriments; that is, the parties agree to

do something they are not legally obligated to do or refrain from carrying out some
activity that they are bound by law to do. X /i FH AR T- 4%k, &8 AT LU ) 25 5l
BARHE WA, B3N [F) RS VA 55 el St — SR oA BRI
1T A This consideration may include the exchange of mutual promises, such as one

party’s agreeing to perform household tasks this week in exchange of money or goods,
such as trading one car for another. X4/t 7] MG AH B LR 24, il n— 7245
N RIS JE 28 55 B 2R A R B e B i, B0 ] — 2R B ) — 8% . The
consideration must be the result of the bargaining, and past consideration is not
sufficient. X1 L2002 2 AT Wi 45 SR, ok £ X IE A8 . The fact that
one party did a favor for another last week is not valid consideration for this week’s
contract.—J7 £E_F JEUH) 9 53— J5 (80 ) 3 SEXRE T AR )5 R R s 1 6 R0t

fit - Generally, even economically inadequate consideration will be sufficient to



support the bargain, but the key is that both parties must suffer a detriment. — % K&
Yi, BIESRZ 25 BT, Z3 AT AT LA A )&, (H ISR )
TET X7 e A K 52 — E 42K« Again, the courts are very hesitant to correct the
foolish error or bad judgment of the parties if there has been no fraud or duress
involved in the bargaining. 3t — 2, WRRH P AFAERVESE rig, EE WA
IR B IR AR ECE — 7 R R AW

In determining the formation of a contract, courts look to three factors; the

capacity of the parties, the offer and acceptance, and consideration. 7£'E £ E it =
MR KRR E SRR ZBFENRITNEET) . EAMAKE LR . These
factors are measured by an objective-person standard, which often requires the judge
or the jury to reconstruct the negotiations. 1X L K28 75 £ FH — MRS A [ bR 1 K A
Wr, Z8%BRET SR # B 2 RE B IR F. This is often difficult, particularly in
the case of oral contracts. X418 R A M, JCHZAE k&R . Oral contracts
are as valid as written contracts, with a few exceptions, as we will discuss later; and
simple contracts are as valid as the most laboriously drawn ones.[5% 1 AT T [ 1+
WHIDHFEI A, PG RS B F— A R MR EE SR ERKERE—
AR

Parties often enter into contracts without realizing the full ramifications of their

actions; therefore, it is imperative that both parties read the entire written contract and
carefully consider all aspects of it. %5 Nl 7E 1% H 785575 18 HAT N0 5 F ik
WAL, Fit, B07HHE N RGO %5 8 SRR SR,
TSR B, To illustrate, suppose that Samantha buys an automobile from a
dealer with the understanding that she is to make monthly payments to him. %K
Y, ARBEEE = 5 LA WA R J7 3OS B R IR FLW SE — #9574 . However, a
provision may allow assignment (a present transfer of a contractual interest to a third

party) of the contract to a financial institution or to someone else without the
permission of the obligor.fH/&, JEHER]§E FLVFG [Fl3e ik 25 S B (G 1R R 25
B =N); B, (BTG N R B2 HAth A . Samantha could owe the bank
or some other unknown party; this frequently occurs with notes for consumer goods,

which may be considered assets of the business and are often sold.* & 35 7] DA [a] §R4T
SR = TR . MG W AR AR SRR e, IR IR AT AR g Al i B



FF 34T £ 3L . Another example would be hiring a particular carpenter and then
discovering that he had assigned the contract to someone else. In order to avoid the

possibility of assignment, the contract should clearly state that it is not assignable. 7
=AM, R TR AN RERRORIT RIS T el A RS TR =N
N T REGRFALR AT RENE, &R NAZII L) E %S R A AT E AL



