Chapter 7: Contracts
Irrevocable offers 

Option contracts – occurs when offeror agrees to hold an offer open for a period of time

Consideration – to form a valid contract each side must provide something of value

Bilateral contract – promise given in exchange for another promise, one party agrees to do one thing, and other party agrees to do something in return

Unilateral contract – promise given in exchange for an act

Mutuality of obligation – both parties are obligated to perform their side of the bargain neither will be

Illusory promise – neither confers any benefit on the promise nor subjects the promisor to any detriment 

Conditional promises

Condition precedent – must be satisfied before performance under a contract is due

Condition concurrent – mutual duties of performance take place simultaneously

Condition subsequent – operated to terminate existing contractual obligation it condition occurs

Promissory Estoppel
Provides exception to rule if

1) Promise – must be a promise

2) justifiable reliance – promise must cause promisee to take action, would have not otherwise taken

3) forseeablility – action taken in the reliance on the promise must be reasonably foreseeable by promisor

4) injustice – promise has been reasonably relied on will give rise to relief only if failure to do so would cause injustice

Capacity – person’s ability to understand the nature and effect of an agreement

Unconscionable if oppressive or unfair

Procedural element – oppression (inequality of bargaining power) and surprise (hidden terms in contract) 

Substantive Element – one sided or overly harsh to one party

Releases – relieve the owner of the facility of any liability for injuries suffered by the person using the facility including negligence

Genuineness of Assent
Fraud in factum – a party is persuaded to sign one document thinking it is another

Fraud in the inducement – occurs when a party makes a false statement to persuade other party to enter into an agreement or fails to disclose info

Duress – inducing someone to sign a contract by blackmail or fear of threats

Undue influence – one party had sufficient influence over other

Ambiguity – ambiguous language

Mistake of fact- three things to undo contract

1) substantiality of mistake – has material affect on one party

2) whether risks were allocated 

3) timing – must give prompt notice

Mistake of judgment – parties make an erroneous assessment about some aspect of what is bargained 

Statue of Frauds
Has to be written to take to court, types of contracts that must be written

1) contract for transfer of any interest real property

2) promise to pay debts of another person

3) agreement by its terms cannot be performed within a year

4) prenuptial

Parole evidence – when there is written contract oral evidence not permitted

Changed circumstances
Impossibility  

Impartibility 

Frustration of purpose 

Contracts with the government and the sovereign acts doctrine 

Discharge of Contract
Materially breached – one party fails to perform contract according to terms

Anticipatory repudiation – one party knows ahead of time that other party will breach the contract

Damages
If one party breaches the contract other party entitled to damages

Expectation damages – gives plaintiff benefit of bargain, putting plaintiff in the cash position it would have been if contract was fulfilled

Consequential damages – in addition to damages for breach itself, plaintiff entitled to compensation for losses 

Reliance Damages – compensate the plaintiff for an expenditure it made in reliance on a contract that was subsequent breached

Restitution – looks at what other party has gained 

Quantum merit – one party received benefit for which it ahs not paid and there was no contract

Mitigated damages – lessen amount of damages the flow from breach

Liquidated damages – parties include a clause that specifies the amount of money to be paid if one of them should later breach the agreement

Specific performance ordered only when

1) goods are unique

2) the subject of the contract is real property

3) the amount of the loss is so uncertain that there is no way to calculate damages

