Contract Outline

I. Introduction to Contract Law

A) Contract Law In First Year

1. Contract – an agreement between two or more persons, not merely a shared belief, but a common understanding as to something that is to be done in the future by one or both of them.

a. Document

b. Legal Effect – creates obligations for which some sort of legal enforcement will be available

2. Three Elements of Transactions

a. The agreement-in-fact between the parties, of which may be called a “contract”

b. The agreement-as-written which may or mayh not correspond accurately to the agreement-in-fact

c. The set of rights and duties created by 1 and 2

3. Ownership – courts will protect the right of the “owner” to use, enjoy, and even consume to the exclusion of all other persons

4. Governs:

a. Real Property – Land, Building on it

b. Personal Property – goods or tangible moveable property

II. Enforcing Promises : Bases of Legal Obligation

- Basic building block of “contract law” is the promise

- Some promises are enforceable, others are not – formality or substance determines

A. Intention to be Bound : Objective Theory of Contract

1. Ray v. William G. Eurice & Bos. (MD, 1952)

a) Issue – Did contractors agree to be bound by contract which differed from what they claimed?

b) Rule – Absent fraud, duress, or mutual mistake, one who has the capacity to read and understand a written document but signs without reading it is bound by their signature

c) Application – Defendant argued that the contract they signed was not the contract they thought they were signing.  Trial court had ruled mutual mistake, so no contract. D thought signing original 3-page proposal but in fact signing 5-page  contract with significant differences.  D president also initialed contract copy at bank (every page). Objective standard applied.

      d) Conclusion – No mistake on plaintiff's part.  Unilateral mistake of D who were deemed capable of understanding contract.  Judgment for plaintiff.

2. Park 100 Investors Inc. v. Kartes (IN, 1995)

a) Issue – Can Kartes guaranty of lease be enforced?  Park 100 arguing reliance upon material misrepresentation.

b) Rule – Agreement obtained through fraud may not be enforced.

c) Application – Trial court found material misrepresentation by Park 100's employee; Kartes on way to daughter's wedding rehearsal.  Park 100 said could not move in until “lease papers” (in fact, guaranty) signed.  Papers entitled “Lease Agreement” and Kartes had confirmed with ee who negotiated over phone.  Park 100 ee remained silent.

      d) Conclusion – Judgment affirmed.  Kartes relied on Park 100 representation but did use ordinary care and diligence.  “... reasonable prudence in business transactions is not carried to the extent that the law will ignore an intentional fraud ...”

3. Harmonizing decisions – common law analysis compares cases with disparate outcomes to see if they can be explained in ways not inconsistent.  “Straight face” test: could same court hand both decisions on same day?

B. Enforcing Exchange Transactions: The Doctrine of Consideration

1. Hamer v. Sidway (NY, 1891)

a) Issue – Nephew refrained from activities as requested by his uncle in exchange for promise of $5000; was there consideration given?

b) Rule – Ordinarily, a promise made without consideration (that which is bargained for and given in exchange) is unenforceable.

c) Application – Court found that nephew had refrained from acts which he was legally entitled to peform.  Whether this was a detriment or beneficial is immaterial.  

      d) Conclusion – Original verdict affirmed.  Nephew's refraining from actions was sufficient consideration.

2. Baehr v. Penn-O-Tex Oil Corp (MN, 1960)

a) Issue – Was promise made to P by D and if so, was that promise supported by consideration?

b) Rule – A promise not supported by consideration will not be enforceable as a contract.

c) Application – Defendant's agent did make promise to P.  P contended forebore to file suit immediately upon learning of assignment.

      d) Conclusion –  Court held that while P did not file suit immediately upon learning of assignment, this was for his convenience not due to forbearance.  Therefore, no consideration.

3. Dougherty v. Salt (NY, 1919)

a. Issue - 

a) Issue – 

b) Rule – 

c) Application – 

      d) Conclusion – 

