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Contracts
Professor Amy Kastely
Fell, 198&&
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This is & three-hour examination. All bluebocoks mumt be
turned in at the end of the three-hour period.

This is 8 "closed book® examination. You may not use any
outside written materiasl and you may not consult with any
perason other than the proctor.

Please write vour examination number and *Contracts® on
each bluebook that you use. If you iype your ansvers, put
this information at the top of sach page. Please number
consecutively each bluebock or typed page that you use.
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vhen you begin answering eagh guestion. Write on only one
side of a bluebook page. Use the extrs pages only for
iater additions. If you type your ansvers, pleage double

space and leave wide margins.

Read and re-read sach question carefully before writing
your ansver. Plan your anavers and your time carefully.
Your grade will reflect the clarity, concisenesa, and
arganization, aa well as the content, of your anavers.

Attached to the examination are portions of Havaii’s
Uniform Commercial Code. If the common lav treatment on
any point differs from the U.C.C., be sure to discuss both.

You may find it necesgary to make agsumptions, factusl or
aothervise, in your ansvers; 1f so, pleesse state explicitly
vhat asassumptione you are making. Do not make any
agaumptiona that are not consistent with the facta giliven.

Thia examination containae four eassy gquestionas. Anaver all
four questions:

Each question has 45 minutes allocated teo it. Each
queation will count for 25% of the examination grade.

Finally, each of the questions raises numerous issues.
Deal with all of the issues raiged {(except those we have
not gtudied this semester) even though vou think that the
digposition of any one of them ia controlling.

Good lucki
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RQuesgtion #1 - 435 minutes - 25%

Orson Nickel recently bought & home deep in Ahuimanu
VYalley. The purchase included one full scre of heavily

overgrown banans groves.

Soon after moving into his ney home, Urson decided to hire
somemné to clear the acre of underbrush and to haul some large
stones cut of a stream that rune through his land. {iraon
decided to contact the Windward Landscaping Company because he
had hired that gompany before and he had been pleased with their

wvork.

Orson telephoned the Windward Landacaping Company on June
1, 1986. He apoke with Jan, the contracting agent. Orson told
Jan, "I would be willing to pay 21,000 to have the land cleared
ant the atones hauled.”® Jan replied, *I‘m sorry, we can’t do
your job, we’re overbooked already.? Orson then pieaded with
Jan, saying that he did not want to hire another company. Jan
finally saild, "Well, I really can’t promise you anything, but if

I can pull a crev off another job, I‘ll give you a cali.®

On June 10, 1986, Jan waas able to asasign a crew and truck
to Oraon’s job. Jan tried once to call Urson at work but there
was no answer. Jan then sent the crev and truck te Orson’s

AsAhuimanu home and they began clearing the land. Orson was not
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at home when the crev arrived, but he returned at about 11:30

a.m. and he immediately ordered them to astop work. By this time

the crev had completed asbout one-third of

Orson expleined that he had decided to do

The Windwvard Landecaping Company has
%1,000 snd is threatening ;o gue, Pleape
there any besie upon which he may be held

L.andacaping Company? If so, will he have

the land cleasring.

the work himepelf.

sent Orson & bill for
advise Orson. is
liakble to Windwvard

to pay the full

$1,0007 Please be sure to explain your analysis.
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Guestion #2 -~ 45 wminutes - 25%

Daniel Poleski has come to yvou for legsl advice. He tells

-

you the following:

Daniel has considerable experience in hotel develcopment on
the mainiand, and he has long been interested in finding hotel
develiopment op;mrtunitiea in Hawaii. Towards thi=s gesl, Daniel
wrote to Olivia Kim, owner of the Oceanside Hotel on Kauai on

February 1, 1986. Hie letter included the folliowing:

I underatand your hotel is in need of
management and development. I would be
willing to undertake that task for an
initial three vear period, on a
profit-gharing basis. In addition to
agaumning full responeibility for the
maintenance and expansion of the hotel, I
plan to build a Marina to augment the
hotel’s recreaticonal facilities. Enclosed
with thie letter are detailled blueprints of
my plans for the Marins.

Nlivia responded to the letter and blueprints with a letter

that included the following:

I would like to have you take over
management of the (ceanaside Hotel, effective
next month, March 1, 19886. You will have
complete responsibility for the management
and development of the existing hotel
facilities. I suggest a profit-sharing
aplit of 70% for me, 30% for you. This
arrangement will be for a three-year period
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renevable upon your success at maintaining a
profitable operation. I retain the powver to
terminate the relationship, hovever, if
gquarterly profite fall below 830,000, I
cannct agree Lo your plans for the Marina at
thim time, but I asaure yvou that if your
hotel operations are profitable, I will be
williing to let you develop the Marina upon
mutuslly agreeable terms.

On February 10, 1986 Daniel responded as followe:

Thank you for agreeing to allow me to
manage and develop the Oceanmide Hotel. I
must insist, however, that my plans for the
Marina are crucial to the auccess of the
hotel. I must have your approval of these
plans as moon as possible. This i= an
esaential aspect of my management program.

Daniel began managing the hotel on March i, 1986. He has
apent 930,000 in redecorating the lobby and restaurant. He has
achieved quarterly profite of juast over 240,000 for each of the
second and third querters of this year, but the hotel is not as
profitable as Daniel had expected because Ulivia has

sontinucusly refused to approve his plana for the Marina.

Last week, Daniel was told by 8 friend that Olivia had
aspoken to another development firm regarding the Marina. Daniel
fears that Olivia will give that firm the rights to develop a

Marina at the Oceanside Hotel.
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Daniel wants advice regarding hie legal rights and
obligations in thie situation. He would like to continue
managing the hotel, but only if he can build the Marinas. it
another firm is given the Marine righte, Daniel would went to
pull out of the Uceanside Hotel right away. Please evaluate
Daniel’s rights and cobligastions in thie situstion. Pleame be

gure to explain your anslysis.
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Question #3 - 435 minutes - 25%

Mark Matsui owne and operates a small veaving company
located in Hana. He hag come to you for legal advice about a

particular problem and he tells you the following:

Most of Mark’s sales are to local clothes manufacturers.
In additinn, however, he sells some fabrica to individual
customers who order by mail from a catalogue that Mark
digtributes through various mailing list services. Included in
the catelogue is an order form Lhat zeskese for the itew number,

cetalogue page, price, and quantity.

On December 1, 1586, Mark received a letter that included

the following:

I would like to order 100 vyards of vyour
"Hana Heavy® cotton weave for 810.00 a
yard. Please gend the fabric to the address
that appears below. Please charge this
order to my Mastercard No. 5972~3459-21,
explration date September 1987.

Thank you,

Bonnie Blake
Minneapolia, Minnesmota
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On December Z, 1986, Mark copied the informetion from this
letter onte one of his Acknovledgement Forme. This wag a
pre-printed form that has a space for item name and number,
price, and guantity. Mark left the item number sepace blank.

The Acknowledgemeni Form includee numerous printed clauses, both

front and back, incliuding the folloving:

¥We scknowledge receipt of your corder of
Hovember_ 24, 1986. This order will be

S S —— — o W o — s i

Item Neme: _ __ _Hana Heavy Cotton Blend .
Ttem Number s - n
Price: $10.00 per yard ...
Quantity: -ai00 yvards _
Shipment Costs ___ _830.00 o -
Totel Price: 21050, 00
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You wiil be charged for the shipment
coats of $1.00 per pound. Delivery will be
by 8 carrier of our choice, with a
gusranteed delivery of no later than six
weeks after the shipment date as listed
above.

The printed terwms on the back of the form includee a digclaimer
cf any warranties regarding the gquality of the fabric and the

following:

13. Any disputes arising under this
contract must be submitted to binding
arbitration with the American Arbitration
Agasociation prior to either party filing a
complaint in any court.
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After malling this scknovliedgement, but hefore ahipping the
fabric, Mark discovered that his catalogue price for Hana Hesvy

Cotton Blend is actuslly 2206.00 & vard.

Mark wants your legel advice about his rights and
obligationa in this situation. 1Is he cbligated to sell the Hans
Heavy Cotton Blend for 210.00 a verd? I2 Bonnie obligated to
pey $20.00 s yard for it? If either side decides to pursue his

or her claim must the claim be submitted to arbitretion?
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Guestion #4 ~ 45 minutes - 25%

The Blue Angel Restaurant in Aies announced that it would
be taking bide from general contractors for the renovastion of
ite two-story building in Aiea. Included in the plans was the
re-roofing of the building snd &8 conversion from pitch and
gravel reoofing to eluminastion, 2 tar esnd fidber base, covered by

an aluminated paint.

Ronald Reeme, an experienced roofing contractor, learned of
the Blue Angel Jjob snd submitted a bid for the roonding work to
five general contractors who were planning to submit bide for
the general contract. Une of these general contractors vas
Atlas Conatruction, s large company with crews opersating in 25
states. Charlie Kata, Atlas’s Hawvail District Supervisor,
recelved Ronald’se bid on August 1, 1986. It included the

following:
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Ronald Reese agrees to do the following:

{1} Scrape roocf/clear awvay gravel,

(2) Apply twvo layer ayastem of fiberglaas
basesheet with hot tar,

{3} Apply aluminated paint coating,

(4) S-year guarantee againast leakage.

Price--3&, QOO0

This offer shall be accepted by returning a
gigned copy of this form to Ronald Reese.
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Chariie used Ronald’s 36,000 price in calculating Atlas’s
overall bid to the Blue Angel Restaurant. The next lovest
roofing bid aubmitted to Atlas vwas for 87,000; two otheres were
for 210,000. Atlas’s bid for the complete renovation job was
#56, 000. Atlas was avarded the general contract on August 20,
1986. As part of the contract between Atlas and the Blue Angel
Regtaurant, Atlae was to receive a 33,000 bonus 1f the vork was

completed before Thanksgiving., November 27, 19586.

On August 21, 1988, Charlie gpenit severasl hourese calling
other roocfing contractors to zsee 1f any of them would be willing
to do the Blue Angel job for less thﬁn 86, 000. Finally, having
failed at this attempt, Charlie called Ronald and told him that
Atlas accepted his roofing bid and that his crev should begin
vork on September 1, 1986. Charlie never signed and returned
Ronald’as Roofing Bid form, nor did any other representative of

Atlas.

Ronald had calculated his 86,000 bid on the sasumption that
he could use ll-pound fiberglame sheeting. However, once his
crew began work on the restaurant Ronald qia¢avared that some
pieces of gravel vere go imbeded in the roof that he would have
to use 28-pound fiberglass sheeting to insure againat leakage.
This would add 21,000 to his costas for the job and would mean

that the contract would result in a 3500 loss for him.
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Ronald tald Charlie about the gravel problem on Septewber
i3, 1986, before Ronald’s crevw had begun laying the 28-pound
fiberglamss. Ronald said, *I really don't knov if I‘m going to
be able to complete this job or not. Hy wife and I are barely
making it a® it is.* Charlie said, *Don’t worry, you're & good
B|AD - If I get the bonue from Blues Angel, I will pay vou an

extra $500.°

Ronald’s crev finished the roofing work, using 28-pound
fiberglass, on September 29. The complete renovation was
finished on November 20, 1986, =so ihe Blue Angel Restaurant gave
Atlias the 83,000 bonum. However, (Charlie refused to give Ronsld
any ﬁore than %6,000. There is nc doubt that the fair market

value of the work done by Ronald is 37, 00C.

Ronaid has come to you for legal advice. Does he have =2
good claim 4o peyment of anything above 26, 000% Pliesse be sure

to explain your analyvsis.



