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Question 1
ONE HOUR

Pets R Us, a local pet supply retailer, saw an advertisement in a trade magazine where Doghouse, Inc. offered fiberglass dog houses at a wholesale cost of $200 per doghouse, which Pets R Us would sell for $300 each in their store.  On February 1, 2005, Pets R Us sent a letter to Doghouse, Inc. stating,  “We accept your offer to buy 100 fiberglass doghouses at the cost of $200 each.  Please deliver 25 doghouses every three months beginning March 1, 2005.”


Pets R Us received no reply but on March 1, 2005, 25 fiberglass doghouses were received from Doghouse, Inc. and Pets R Us paid for them by sending a check with the invoice provided.  An additional 25 doghouses were received and paid for on June 1, 2005, as well as again on September 1, 2005.


Pets R Us found that they could sell the doghouses as soon as they came into stock, running out of them each time before the next shipment of 25 arrived.  However, on November 2, 2005, Pets R Us heard from another pet supply retailer that Doghouse, Inc. was going to have difficulty filling any additional orders as the cost of raw materials charged to Doghouse, Inc. had significantly increased.  Concerned about the receipt of their last shipment, Pets R Us sent the following letter to Doghouse, Inc. on November 3, 2005:

“We have become aware that your cost of materials to produce the doghouses has significantly increased and are concerned that you will not be able to complete the last portion of our order.  Please provide us within ten days your assurance that you will in fact be able to send us the last shipment of 25 doghouses or we will be forced to look for another supplier.”


Five days later, Pets R Us received from Doghouse, Inc. a letter which stated the following:

“It is unfortunately true that our cost of materials has significantly increased.  We are looking for new suppliers but we do not anticipate that we will find a new supplier that will allow us to fulfill the remaining shipment of our contract.”


Upon receipt of this letter, Pets R Us immediately placed an order for 25 fiberglass doghouses from a different supplier at a wholesale cost to them of $250 per doghouse, which doghouses were received on November 15, 2005.  Pets R Us paid the new supplier for the doghouses.  

QUESTION ONE CONTINUED

On November 25, 2005, Pets R Us received the following letter from Doghouse, Inc.:

“We have found a supplier that will enable us to fulfill the last shipment of our contract.  We therefore will be shipping you 25 doghouses to arrive on December 1, 2005.”


These last 25 doghouses were shipped and arrived at Pets R Us on December 1, 2005.  Pets R Us did not pay Doghouse, Inc. for these doghouses and returned them to Doghouse, Inc.


Assuming the parties sue each other for breach of contract, please discuss when and how a contract was formed and discuss the rights and liabilities of the parties, including a discussion of damages.
Question 2
ONE HOUR

Carl, an earnest but financially challenged young man, has been accepted at Empire Law School, but is unable to rent an apartment to live in while he attends law school because of his bad credit.  He discusses his predicament with his Uncle Ted, a successful but soft-hearted family practice physician who agrees to lease an apartment so Carl will have a place to live.  Uncle Ted then talks with Larry Landlord and tells him he wants to rent an apartment for his nephew, Carl, to live in while he attends law school.   While they were negotiating the terms of the contract, Uncle Ted told Larry Landlord that Carl may not make it through law school and he therefore may be required to find someone else to live there for the balance of the lease.  Larry Landlord said “ok.”  Uncle Ted agrees to lease an apartment for four years and enters into a written lease with Larry Landlord containing the following terms:


1.
Duration of Lease: 4 years;


2.
Rent: $1,000 per month;


3.
Uncle Ted agrees to guaranty the payment of all monthly rental payments if Carl fails to makes such payment;


4.
Lease begins on August 1, 2005;


5.
Both parties to the lease agree and accept that the purpose of the lease is to give Carl a place to live while he attends law school; 


6.
This lease is intended to contain all the terms and conditions of the agreement between Uncle Ted and Larry Landlord for leasing of the apartment; and 


7.
Both Uncle Ted and Larry Landlord sign the lease.


Carl moves in on August 1, 2005, and quickly makes friends with Linda Lovely, a fellow law student.  Seven months later, Carl decides to move in with Linda into her apartment and then talks to his fellow student, Allan, who is looking for a place to live.  Carl, having almost completed his first year of law school including his Contracts class, drafts a written Assignment pursuant to which he assigns to Allan his, Carl’s, right to occupy the apartment.  One month later, Larry Landlord receives his first check from Allan, contacts Allan and finds out that Allan is now residing in the apartment.  Larry Landlord then files suit against Uncle Ted and Carl for breach of contract contending that the contract was breached by the act of Carl assigning the use of the apartment to Allan arguing that there was no term in the lease which allowed Carl to make such an assignment.  Larry Landlord thought he could now rent the apartment for $1,200 per month and was looking for a breach so he could terminate the lease.


Assume that there are no other terms in the written lease which are applicable to this discussion other than those described above.

QUESTION TWO CONTINUED

Question 1: Will Larry Landlord succeed in the lawsuit?  If so, (a) will Carl be liable? (b) will Uncle Ted be liable?


Question 2: Assuming for this question that there was no breach and that Larry Landlord wrongfully turned off the water and electricity to the apartment, (a) can Carl sue to enforce the contract? (b) can Allan sue to enforce the contract?
