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2006 CONTRACTS FINAL

Question 1 – One Hour - 34% of final:


Premier Snowboard Equipment (PSE) sent its annual wholesale catalog to various snowboard retailers offering its various products for the 2006 Christmas season.  We‑R‑Snowboards (WRS) received the catalog in May, 2006, and after reviewing this catalog and other catalogs sent the following letter to PSE:

Pursuant to your 2006 equipment catalog, we hereby agree to purchase 200 snowboards at your catalog price of $150 each.

50 short boards

50 medium boards

100 long boards 

Delivery by November 1.

Full refund of purchase price if manufacturing defects are discovered within two years.


On June 1, PSE sent a letter to WRS stating, among other things, the following:

We hereby agree to sell you your ordered 200 snowboards at $150 each.  

Delivery agreed to be by November 1.

Agree to indemnify all snowboards to be free of manufacturing defects for one year.

All contractual disputes to be resolved by arbitration in Boulder, Colorado, the location of our company’s principal office.

Buyer to pay all freight from seller’s factory.

WRS, excited about being able to sell these very popular snowboards, and not carefully reading the writing it had just received, wrote back to PSE confirming that they had "received the confirmation and agree to pay the freight charge."

QUESTION 1 CONTINUTED


In August, the President of WRS attended a snowboard and ski equipment convention, and in talking with other snowboard shop owners, heard that some stores, anxious to be able to have some of the PSE snowboards to sell, had been offering to pay PSE 10% over their catalog price to make sure they received delivery of the snowboards in time for Christmas.  WRS, concerned that they may not be getting the snowboards they believed they had ordered, wrote a letter to PSE stating the following:

I understand your snowboards are in great demand and am concerned you will not be able to make your shipment to us.  Please confirm that you intend to and will make the shipment we had previously ordered.


After not hearing anything in response for six weeks, WRS contacts another snowboard manufacturer and purchases 200 snowboards for $200 each to make sure it had snowboards for the Christmas market.


On November 1, 2006, the 200 snowboards that WRS had ordered from PSE arrived at the WRS store accompanied by an invoice requesting payment of the shipping charge.  WRS then refused to accept delivery of the snowboards and writes a letter to PSE stating that they are refusing to accept the snowboards and are returning them as PSE had failed to respond to their request for an assurance of the delivery of the snowboards.


Assume that the snowboards from PSE and the snowboards from the second manufacturer would both retail to store customers for the same price of $300 and that WRS could have sold all 200 snowboards from PSE and did sell all 200 snowboards they received from the other manufacturer.  Further assume that PSE, after receiving the snowboards back from WRS, was unable to sell them for $150 each, but was only able to sell them at $125 each as the Christmas rush was then over.  

Discuss the rights and liabilities of the parties and what damages if any may be obtained by each, discussing the amount of such damages.

Question 2 – 30 Minutes- 17% of final:


Peter, a house painter by trade, was concerned that his son was in financial difficulty and was trying to find a way to get some money to his son, Sam.  He approached a homeowner in the neighborhood, Harry Homeowner, and indicated that he would paint Harry’s house for $5,000 if Harry agreed to pay the $5,000 to Peter’s son, Sam.  Harry, whose house did need repainting, agreed to the above and appropriate written contracts were prepared and signed.


Sam, Peter’s son, owed $3,000 to his friend, Fred, who was very anxious to get payment from Sam.  Sam, counting on getting this $5,000 from Harry, then assigned $3,000 of this payment to Fred and sent a letter to Harry confirming that he, Sam, had assigned $3,000 of the $5,000 to Fred, and that therefore Harry was to pay $3,000 to Fred and $2,000 to Sam.


Peter painted the house, but Harry determined it was a very poor paint job and told Peter he would only pay Sam $2,500 as that was the value of the work performed on his house.  Peter agreed and was willing to only require Harry to pay $2,500.


Discuss the rights and liabilities of Sam and Fred as against all other parties.

Question 3 – 30 Minutes-  16% of final:


Sally is interested in buying Virginia’s house and makes her the following offer:

I hereby offer to buy your house for $500,000 all cash.  


Virginia responds and during their telephone conversations, the following was said.  Virginia indicated that she would be willing to sell the house for $550,000, but that the antique mantel piece that was in the family room would not be sold as it was a family heirloom she wished to take with her and that she needed to find another house to buy before she would sell her house to Sally.  Sally was agreeable to these terms and a written contract was prepared by Sally’s attorney.  The attorney failed to include the fact that Virginia had agreed to sell the house only if (1) she sold her current residence and also (2) the fact that the antique mantel piece was not to be included in the sale.  All of the particulars and appropriate writing was prepared with the necessary details and included the following language:

There are no promises, verbal understandings or agreements of any kind pertaining to this contract other than specified herein.


Both parties signed the contract.  The parties had no further contact until the date for the sale to take place.


On the day that the escrow for the sale of the house was to close, Sally refused to perform claiming that she had not been given notice that Virginia had found another house to buy and that therefore she was not obligated to buy the house.  Virginia had found another house to buy.  

Discuss the rights and the liabilities of the parties including a discussion of if the sale goes through, is the fireplace mantel required to stay with the house.
