
TOPIC TWO: CONTRACT LAW INTRO, OFFER AND ACCEPTANCE 

Definition 

A contract is an agreement between two or more parties under which legal rights and 

obligations are created which can be enforced, if necessary, in the courts. 

Contracts can be: 

- Oral or written 

- Signed or unsigned 

- Express or implied 

- One sided (unilateral) where only one party may have an obligation to do something and 

two sided (bilateral) where both parties have rights and obligation 

 

Functions of contracts 

- Planning: who does what, when and how? E.g. building contract 

- Risk allocator: when the contract is made, risk is allocated e.g. fall in share price 

- Transfer of title or ownership: e.g. car 

 

What is an offer? 

An offer is a proposal by one party that is communicated to another person that indicates that 

the person is ready and willing to enter into an agreement if the other person accepts 

 

Sometimes it is not clear whether a particular communication is an offer or a mere puff or an 

invitation to treat or a statement supplying information. 

 

Difference between an offer and mere puffery 

 

Difference between an offer and an invitation to treat 

Carlill v Carbolic smoke ball company 

- Said that the smoke ball will “positively cure” the flu, offered to pay 100p to anyone 

who took it and got the flu, deposited 1000p in a bank to show “sincerity in the 

matter” 

- Carlill took the ball, got the flu, asked for 100p, was refused and sued the company 

- CSBC argued it was a mere puff, court decided that it was a serious offer, and relied 

on the bank deposit as evidence that it was not a mere puff 

 

Leonard v Pepsi 

- Harrier jet offered for 7,000,000 pepsi points, Leonard bought the points and 

submitted them for a harrier jet 

- Got rejected 

- Court ruled that because of the comical nature of the ad, and the ad not being “clear, 

definite and explicit”, it was a mere puff 

 



An invitation to treat is just an indication of willingness to deal or trade or negotiate. It is not an 

offer. Most ad’s are as such; the offer comes from the customer, the acceptance from the 

retailed later on. 

 

However, an advertisement may be regarded as an offer if it is sufficiently definite in its terms 

and is communicated in a way that a reasonable person would say that the advertiser intends to 

enter into a contract if the response from the person receiving the communication is positive. 

 

Auctions 

Offering up an item at an auction is regarded as an invitation to treat, the offer to buy is 

regarded as an offer, and when the auctioneer agrees to sell, that is the acceptance. 

 

 

Gibson v Manchester CC 

- City council sent Gibson a letter saying it “may be prepared to sell” the flat, Gibson 

submitted an application expressing interest, policy changed and council no longer 

willing to sell 

- Gibson argued that the councils letter was an offer, and his application was 

acceptance 

- Court ruled that there was no enforceable agreement, it was an invitation to treat not 

an offer 

 

Harvey v Facey 

- Harvey sent a telegram saying “will you sell Bump Hall Pen? Telegraph lowest cash 

price”, Facey replied saying lowest price is 900p, Harvey replied we agree to buy the 

pen at the price stipulated, facey refused to sell 

- Court ruled that no contract existed, the third telegram was in fact the offer (not the 

acceptance) and the second telegram was simply a precise answer to a precise 

question 

- There was no clear willingness to sell from facey 

 

Pharmaceutical society of GB v Boots CC 

- Pharmaceutical society prosecuted boots under the Pharmacy Poisons Act 1933, 

society argued that an offer was made when the chemist placed the drugs on the 

shelves and the offer was accepted and a contract made when customer placed 

drugs in basket, if a sale was affected in this way, it was not under the “supervision” 

or a pharmacist 

- Boots argued that placing goods on the shelves was an invitation to treat, not an 

offer, the customer makes an offer when they take the item to the cash register, 

which is then accepted by the pharmacist who sells it to them- court agreed 

 


