LW2903 Business and Law

Lecture 2

Formation of a Contract:
Consideration & Intention

Vitiating Factors: Misrepresentation



A, R
Ooffev / 11T B
7
’ -)/) aceptfinn L
L | a“"?t
QY CJ 0 'f/) C vwe']ﬂb{; 'F'IVQ'(D
Cowctin _ notlelon Them
Q Of'k'a ac?ﬂ?t K/ o\
ye\'gevﬁ




When 39 grUnmyt

gl wilniconsideration i i

« Consideration is something of value

« Value: Consideration must be real and génuine and it
must have some value, usually measurable in monetary

terms. Hgusk 0 GHF fthem )
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. Thomas v. Thomas (1842), a dying husband promised to
3;;-?) let his widow live in the house until her death in return for a
e rent of £1 per year. An annual rent of £1 was held to be
s sufficient. valuable consideration for the promise. (freedom
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«  Currie v Misa (1875) defined consideration as “...either a
benefit [right, interest or profit] accruing to one party, or a
burden [forbearance (debt), detriment, loss or

Cresponsibility] suffered or undertaken by the other. (benefit

+ burden) w0 pUrfy WSt i DYDY gt 0
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Adequacy of Consideration
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Consideration need not be adequate L4441 i

The peppercorn rule ?Fém%gpell & Co. v. Nestle
Co (1960) Peppercorn - House

https://www.youtube.com/watch?v=gBmsSVnbSK
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Executed: unilateral contract 1 sidedv’ “ 7o 255

Execltory’ bilateral contract v'2 sided e

' Past consideration X & ot oo tsreteudien

— Re McArdle\[1951] NO consideration
— Re Casey'’s Patents [1892] YES consideration

ot 0 vald oot @ epuy awma/v 5 offor — aept

. towrt, 5814 No 0
Jon tnanet get bowke -t money



ot &Fﬁm { posty considendiom
-({1 ZPNUQS é\f(vﬁ Y‘@Pﬂ?flr\lﬂ WiYle — Tt (m2ey —> fdly
cow\iblcf@ L o —

2 post consiwuren

Casc]r s she, Wl
ad VA
WP e vt
[6 L, cowt, exptionoiy
208 6 6 Ve
¥
QD) tnifed
) ork-remted

\/\/——/
NRALS!



1.

LYVt
Intention to create legal relations
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Commercial agreements I tnttlon

“Dormestic ¢ agreements Balfour v P
Balfour [1919] X j% -
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Vitiating Factors

A contract with defects (vitiating factors) can be set aside
angs + T I CMLL\)‘( 1€ 37 1k )
Non est factum — not my deed SRES ()

Misrepresentation — false statement of fact that
Induce a person to enter into a contract.




Misrepresentation

+ A statement of fact made by one party to the other that
is false, and it induced the other party to enter into

the contract.

1.representation of fact

2. false
3. related to material fact
4. such representation induced the representee to enter

into the contract.



Misrepresentation
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* A misrepresentation must relate to existing facts or past

events. In Gordon v. Selico (1986), &/ deliberate ;bgbggg"gj,gm
concealment of a serious defect in the house was a fraud h¢
on the part of the seller, and hence it is a misrepresentation.
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( + A half-truth? Dimmock v. Hallett (1886), land described as

oy f W improvable” — farms ‘were let” was true - but
4 tenants had already given a notice to quTthas not disclosed.
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* It cannot be a statement offlaw)or a statement of opinion

(Bissett v. Wilkinson (1927)) - uust; bg facfucs| |
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Misrepresentation
2. Representation was false
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For a statement to constitute a misrepresentation, it must have
been a false statement of fact. Whether a statement is false
or not is determined by an objective test — reasonable un;')

person in D’s position. ¢y 1 §idtt, knW #801 dry 10| W‘Z] o
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Smith v Land House Property Corp (1885): hotel for sale to
“a most desirable tenant” — in fact the tenant had not paid rent
for a significant period of time.

A failure to provide information may not be a
misrepresentation.



B ok, oy BUEBER e, of nal

VO 2y - - Z Tnn Wfﬂlvrf;
wm&;@%m ~ (Misre rese\ptatlon Vs oA

3. Representation related to material fact

 To constitute a misrepresentation, a false
statement of fact must relate to a material fact
that affects a reasonable person’s judgment on
whether to enter into the contract.

 Green Park Properties Ltd v Dorku Ltd [2000]:
Sale of land - whether the yard form part of the
property — affected the overall size and value of

the property.



Misrepresentation

4. Representation induced the contract

*To constitute a misrepresentation, a false statement of fact

must have induced the representee to enter into the
contract.



Types of Misrepresentation

There are 3 types of misrepresentation:
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Fraudulent — A false statement made by a person with
a dishonest intent - if it was made knowingly or without
belief in its truth, or recklessly, not caring whether it is
true or not. ¢j.onhy ot abt oML Ten

Negligent — A false statement made in belief that it is
true but was made without reasonable grounds for that

belief. cmelesy ot elbemie g &

Innocent — \When a person makes a false statement
believing it to be true and has reasonable grounds to
believe that it is true up to the time when the contract is

gqﬂov\% concluded.



Remedies for

~_Misrepresentation
» Two remedies for misrepresentation

e

1. (SET ASIDE) Rescission: to restore the innocent
party to the position as if no contract was ever
made;

2. Damages: monetary compensation






