Sample Contracts Essay Question Spring 2001

At the wedding of Tom and Mary, Tom’s father, Frank, told them that he wanted to live with him and to care for him for the rest of his life.  He said, “If you agree to do this, I will deliver to you, within two years, a deed to my home.”  Tom and Mary told Frank they accepted his offer and promised to look after Frank with loving care in Frank’s home.  They immediately moved in with him.  


Soon after moving into Frank’s home, Tom and Mary used their own money to add a new wing to the house, pay the outstanding property taxes, and pay off an existing mortgage of $25,000.


One year after Tom and Mary moved into the home, Tom reminded Frank of his promise to convey the property to them.  Frank became angry, and refused to execute the deed and ordered Tom and Mary to leave the premises.  


Tom and Mary, your next door neighbors, know that you took a business law course and ask you the following questions.  

Answer the following questions using the IRAC form.  Please answer the questions completely by arguing both sides of the issues and applying the facts to the rule of law resulting in an appropriate and logical conclusion.  Each question is considered independent, therefore, the answer to one does not affect the answer of another.  Answer all three questions even if doing so results in three logically inconsistent answers.      

1. Could Frank challenge the validity of the contract by asserting that he received no consideration?

2. Is the contract unenforceable by reason of the Statute of Frauds?

3. Assuming that Tom and Mary are not successful with respect to their breach of contract action against Frank, can they recover in quasi-contract?

Model Answer to Sample Contracts Essay Question

1. Did Frank make a valid offer to Tom and Mary?

Rule:  

In order to have a valid offer, the offer must express the willingness of the offeror to enter into a contractual agreement regarding the particular subject.  It is conditional upon an act, forbearance, or a return promise.  In addition, the offer must: (1) evidence a contractual intention; (2) be definite and certain; and (3) be communicated to the offeree.   

Application:  


The conduct of Frank seems to express his willingness to enter into a contractual relationship with Tom and Mary.  Frank may argue that he was just asking for help from his family, however, this argument seems weak because Tom promised to deliver the deed to his home.  Therefore, Frank’s promises evidenced his contractual intent.

Secondly, Frank’s words were specific and definite.  He asked to live with Tom and Mary so they care for him.  In exchange, he offered to give them his house.  This is in direct contrast to Frank saying something like, “if you take care of me, I will take care of you.”  Frank might argue unsuccessfully that him asking Tom and Mary to take care of him was not definite.  Therefore, Frank’s words were sufficiently definite and certain to create an offer. 

Finally, the facts clearly show that Frank communicated his offer to the offeree.  While Frank might contend that based upon the familial relationship duress existed in formation of this promise, the fact pattern suggests no undue influence by either Tom or Mary.  In addition, Tom and Mary can argue that Frank’s statement appeared to be serious and in the form of a commitment, and their subsequent conduct showed that they believed an offer had been made.  This belief would be based on a reasonable subjective intent.  

Conclusion:  Therefore, Frank’s statement was an offer.  

2. Does the Statute of Frauds make this contract unenforceable?

Rule:  

Ordinarily, a contract, whether oral or written, is binding if the existence and terms of the contract can be established to the satisfaction of the trier of fact—usually the jury.  In some instances, a statute, commonly called a statute of frauds, requires that certain kinds of contract be evidenced by a writing or else they cannot be enforced.  That means that either the contract itself must be in writing and signed by both parties or there must be sufficient written memorandum of the oral contract signed by the person being sued for breach of contract.  Statutes requiring a writing do not apply when an oral agreement has been voluntarily performed by both parties.  


The types of contracts requiring a writing are those contract concerning: (1) agreements that cannot be performed within One Year after the contract was made; (2) sale of land; (3) promise to answer for the debt of another (suretyship); (3) promises by a personal representative to pay debt of a decedent; (4) sales contract for goods over $500; and (5) promises in consideration of a marriage.  The exceptions are (1) partial or voluntary complete performance; (2) detrimental reliance; and (3) a promise for the benefit of promisor.   

Application:


A transfer in land is with the Statute of Frauds.  Frank never signed a writing, therefore, he will contend that the alleged agreement is unenforceable.  This argument will probably be unsuccessful for the following reasons.  First, Frank’s act of moving into the home evidences his belief that a contract had been formed.  Tom and Mary taking care of him would be considered at least partial performance.  Therefore, their performance would be sufficient to take an oral contract outside of the Statute of Frauds’ limitations.  In addition, Tom and Mary’s acts of adding a new wing, paying off the mortgage and satisfying property taxes are probably sufficient to show the existence of a contract.  Tom and Mary may also be able to assert promissory estoppel, because they have obviously relied upon Frank’s promise to their substantial detriment in making the payments described and in not attempting to locate a new home for themselves.

Conclusion:


Tom and Mary’s actions should put this agreement outside of the Statute of Frauds.

3. Assuming that Tom and Mary are not successful with respect to their breach of contract action against Frank, can they recover in quasi-contract?

Rule: 

A quasi contract is not really a contract at all.  It is an obligation implied in law.  It is merely a fictitious promise that the law assumes in order to do justice by enforcing a duty or righting a wrong.  To recover in quasi-contract, the plaintiff must prove that: (1) the defendant was enriched; (2) the extent or dollar value of such enrichment; and         (3) such enrichment was unjust.    

Application: 


Frank moving into Tom and Mary’s house and their actions showing detrimental reliance, as outlined in part 2 above, would seem to create a contract implied in law.  It would seem that court’s consideration of fundamental fairness would require it to enforce this agreement.  Frank, however, may unsuccessfully argue that his son has a moral obligation to take care of him, and he was not unjustly enriched.  Therefore, if Tom and Mary are not successful under a breach of contract theory, they probably can recover the sums expended on Frank’s house under an unjust enrichment theory and the reasonable value of their services under a quantum meruit theory.  The can recover under the quantum meruit theory because they rendered services in anticipation of compensation, and the defendant was aware of such expectations.  Any other result would seem to unjustly enrich Frank.   

Conclusion: 

If Tom and Mary are not successful under breach of contract, they will be successful on the quasi-contract theory.  

