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Question 1

Amalgamated Behemoth (AB) is a US company based in California. They met with Wild Wind (WW),

another California company, to negotiate the purchase, installation, and maintenance of 5 of AB’s wind

turbines just outside of Needles.

They finalized the terms which included the five standard white turbines for $1 million each, installation

for $1 million each, and a 10-year maintenance service for $1 million per year. All of these terms were

contained in one written agreement. The contract contained two other clauses, one stating that the

contract represented the entire agreement between the parties and superseded any previous

agreements whether written or oral; and one stating that if one clause was found to be unenforceable, it

did not impact any other clauses in the contract and the contract would still be enforceable.

“Maintenance” was defined as “keeping the turbines in working order.” The contract also required

payment up front for all the sale and installation of the turbines. Maintenance would be paid one year

after installation. The contract was signed by the presidents of each company and work began.

Six months later, during which three turbines had been installed, WW began to have financial difficulties

due to a large increase in the tax rate on turbine operators. AB refused to negotiate a contract

modification when WW asked to reduce the number of turbines to three. In addition, the paint, a vivid

fuschia, was upsetting the birds (according to the neighbors) and WW wanted AB to change it to white.

AB refused all of WW’s requests and has threatened legal action against WW if it did not fulfill its

obligations under the contract. WW claims that during the negotiations, the parties discussed the

proposed but not finalized tax laws and AB said they could renegotiate if the new rate was very high.

Further, the paint was the wrong color. What might be the outcome?

*****



Contracts I – Section 2

Fall 2023

Final Exam

Professor: Stirling

Question 2

Elvira and her 14 children were devastated when her husband (the children’s father) was lost during a

diving expedition to find the Ogopogo lake monster in Lake Okanagan in Canada. Inigo, the father, was

trying to win the $1 million dollar prize offered by the local television station, as this would allow him to

support his family. He had just lost his logging job in Northern Idaho.

Inigo’s brother, Brutus, owned the house the family was occupying in Idaho and told Elvira she would

have to pay him rent immediately (they had been living rent free since Inigo lost his job). She had no

money as she had no time to work while taking care of her 14 children. Brutus was not completely

heartless, however, and told her she could move into his “brand-new” extra house in Chubbuck,

California, if she agreed to take care of “the adjoining property” in exchange for rent for at least five

years. He also threatened her that she had better take his offer as she had nowhere else to go and “she

owed him…” She orally agreed and immediately packed her family and their meager belongings into a

borrowed truck and moved to Chubbuck. When she arrived, she found the house run down and barely

habitable. Moreover, “the adjoining property” turned out to be a 300-acre orange grove which would

require the entire family to work full time to maintain.

Is there an enforceable contract, or can Elvira rescind the contract?

******



Contracts I – Section 2

Fall 2023

Final Exam

Professor: Stirling

Question 3

Jasper frequently went to estate sales and often bought paintings he thought might be valuable. He had

a degree in art history from Quelsnob University and fancied himself to be an expert in mid-19th century

French paintings (particularly impressionists and post-impressionists). At a sale, he saw a dusty painting

leaning against the wall next to a dumpster. It was a painting of rotting apples and pears on a table. It

had no price tag and no signature. Jasper asked one of the estate sales agents about the price. The

agent, whose name tag read “jewelry division”, said it was just junk and to be thrown away. “The frame

is worth more than the painting.” Jasper asked if he could buy it and offered $10. The agent said yes,

took the money and handed the painting to him. Jasper hurriedly left.

From across the room, the sale supervisor saw what happened and walked over. The sales agent told the

supervisor and she replied that it was ok as the painting (“if you could even call it that!”) was going to be

thrown away. The supervisor was the head of Stirling International Auction and Appraisers (Stirling) fine

arts division and a specialist in impressionism and post-impressionism. She had glanced at the painting

and did not think much of it.

Later Jasper had the painting cleaned and sold it at Sotheby’s (international auction house) for $155

million. It was Cezanne’s only painting of rotting fruit, and thus unique. After taxes and commissions,

Jasper pocketed $110 million.

Stirling comes to you for help. They feel there was no contact to sell the painting to Jasper as (they

claimed) required by the state’s fine arts laws. If they cannot obtain the painting, they at least want the

auction value. What would you advise them regarding their legal options.
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ANSWER 1 (OUTLINE)

20% Organization (Similar headings – boldfaced below)

20% Issue (Spot all issues)

20% Rules (Name all rules – underlined below)

20% Analysis (Apply law to facts – all non-underlined, non-italicized font below)

20% Conclusions (Provide correct conclusions – as italicized below)

Introduction

Nature of the transaction: Single contract between two corporations.

Is there a valid contract?
● A valid contract requires an offer, acceptance, consideration.
● In this case AB’s offer to WW is for 5 turbines as well as installation and maintenance of the

turbines. The consideration is $1 million for each turbine and $1 million for each of the installations
and maintenance. WW accepted the offer, and the document was signed. The contract was signed by
the two presidents so presumably the signatories had authority.

● Accordingly, WW and AB have a valid contract.

Does the UCC article 2 apply to this contract?
● UCC article two applies to contracts for sales of goods.
● If the contract includes additional items such as services, courts look to the predominant factor.
● In this case, the value of the contract is comprised of services (installation and maintenance) in the

majority.
● Accordingly, UCC article 2 would not apply. California, Common law and the restatement would

apply.

Is WW able to renegotiate the contract and amend it due to the higher taxes?
● Contracts may be rescinded or amended due to economic distress. However, courts generally require

a wrongful threat to breach and coercion.



● In this case, there is no coercion or threat to breach on the part of AB. The possibility of increased
taxes was known to WW.

● Accordingly, the parties may renegotiate and amend the contract, but AB is not required to do so
under the law of economic duress.

Can WW bring in parol evidence to argue the parties agreed to renegotiate under certain conditions?
● In general, proof of a collateral agreement is permitted if it is such an agreement as might naturally

be made as a separate agreement by the parties situated as were the parties to the written agreement.
● Under California law, the court may decide if the terms are ambiguous, and if so, parol evidence is

admissible to determine the parties’ true intent.
● In this case, the contract contained an integration clause which states that it contains the entire

agreement superseding any other agreements, written or oral.
● Further, the language of the contract is not susceptible to other meanings.
● Accordingly parol evidence regarding the oral agreement to renegotiate may not be permitted.

Can WW ask AB to repaint the turbines to the color promised (white) and must AB perform?
● A party to the contract is expected to perform according to the terms.
● In this case, the contract specified white turbines. AB did not perform according to the requirements.
● No additional consideration is required from WW as this is the correction of a mistake, not an

additional term.
● Accordingly, AB must comply with the contract and repaint the turbines.
● WW may be able to persuade AB to amend the contract and reduce the number of turbines to three in

exchange for repainting the turbines. Note, however, that this would not be additional consideration
from AB as they were required to paint the turbines white per the contract.

ANSWER 2 (OUTLINE)

20% Organization (Similar headings – boldfaced below)

20% Issue (Spot all issues)

20% Rules (Name all rules – underlined below)

20% Analysis (Apply law to facts – all non-underlined, non-italicized font below)

20% Conclusions (Provide correct conclusions – as italicized below)

Is there a valid contract?
● A valid contract requires an offer, acceptance, and consideration.
● In general, a gratuitous offer does not create a contract if there is no corresponding consideration.
● Here, the offer of the house was gratuitous. It was made conditional, however, on the maintenance

of the land. Simply moving a long distance would not be deemed adequate consideration.
● E agreed to take care of the adjoining property and as such consideration was present.
● Accordingly, the necessary aspects of a valid contract are present.

Is the contract subject to the statute of frauds and thus unenforceable?
● The statute of frauds requires a contract to be in writing if it cannot be performed within one year.
● In this case, the contract was oral and required Elvira to take care of the property for at least five

years. It could not be performed within one year.



● Accordingly, this contract falls under the statute of frauds and requires it to be in writing in order to
be enforceable. As such Elvira can claim it is unenforceable.

Other reasons the contract may be enforceable in the event that Elvira would like to void it
● Duress: The restatement 2d states that a contract made under duress is voidable, but not necessarily

void.
● Courts have stated that the elements of duress are:

o Plaintiffs involuntarily accepted defendant’s terms
o Circumstances permitted no alternative to acceptance; and
o The circumstances were the result of coercive actions by defendant.

● Here Brutus coerced Elvira by threatening to evict her when she had no other place to go.
● Accordingly Elvira may ask the court to declare the contract voidable due to duress.

● Mistake or misrepresentation
● The restatement 2d states that if a party’s manifestation of assent is induced by either a fraudulent or

a material misrepresentation by the other party upon which the recipient is justified in relying, the
contract is voidable by the recipient.

● In this case, Brutus represented the California property as “brand-new” and did not give information
on the size of the adjoining property and the amount of work involved.

● Accordingly, Elvira can ask the court declare the contract voidable and then rescind the contract.
● Unconscionable: A court may determine a contract is unconscionable if there is an absence of

meaningful choice on the part of one of the parties together with contract terms that are unreasonably
favorable to the other party. In many cases, the meaningfulness of the choice is negated by the gross
inequality of bargaining power.

● In this case, Elvira was desperate and had no place to live. There was a gross inequity of bargaining
power.

● Accordingly, Elvira could ask the court to declare the contract terms unconscionable and thus
unenforceable.

ANSWER 3 (OUTLINE)

20% Organization (Similar headings – boldfaced below)

20% Issue (Spot all issues)

20% Rules (Name all rules – underlined below)

20% Analysis (Apply law to facts – all non-underlined, non-italicized font below)

20% Conclusions (Provide correct conclusions – as italicized below)

Was there a valid sales contract?
● A contract requires offer, acceptance, and consideration.
● A contract for the sale of goods falls under UCC article 2.
● Here, J offered to purchase the painting for $10 and S accepted.



● Accordingly, there is a valid contract under UCC article 2.

Is the contract rescindable or reformable?
● In order for the parties to rescind a contract on the basis of mutual mistake, they must show the

mistake was a basic assumption on which both parties made the contract.
● Under the restatement 2d, the mistake must not be one on which the party seeking relief bears the

risk.
● In this case, the supervisor was noted as an expert in this genre of painting.
● She appeared not to have examined the painting. As such, it can be argued that she was acting in a

consciously ignorant manner and thus bore the risk.
● The doctrine of mutual mistake may not be invoked by a party to avoid the consequences of its own

negligence.
● Accordingly, Stirling cannot argue mutual mistake when they failed to closely examine the painting.

The contract is therefore not rescindable under that argument.
● Stirling bore the risk of loss based on its conscious ignorance.

Unconscionable
● The determination of a contract's unconscionability is for the trial court as a matter of law. 
● Unconscionability includes both procedural unconscionability, i.e., something wrong in the

bargaining process, and substantive unconscionability, i.e., the contract terms per se.
● Here, substantive unconscionability, concerns the actual terms of the contract and the relative

fairness of the parties' obligations as indicated by one-sided terms that oppress or unfairly surprise
an innocent party, an overall imbalance in the obligations and rights imposed by the bargain, and
significant cost-price disparity, determined as of the time the parties entered into the contract.

● There is no indication of substantive unconscionability in this case. J offered a price and S accepted
it.

● Further, Stirling claimed to be an expert. While J thought of himself as an expert, he did not mention
this in the bargaining process.

● Accordingly, the contract cannot be rescinded due to unconscionability.






























