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Formation, Defenses, and Remedies

of a Contract
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A Diagnostic Approach to Contract
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Decision Tree

Seven core phases to evaluate
the lifecycle of a legal dispute.
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" Phase 5: Statute of Frauds J<

Applies? Satisfied? Exceptions?
| Phase 6: Enforcement & Parties |
‘ Plaintiff a party? 3rd-party beneficiary? Vested? E
| Phase 7: Remedies |
Specific Performance Contractual Damages Quasi-contract [

T Germin Motebook



O-O0-0-0-0-0

Phase 1: The Elements of Formation

Contract Definition

Valid Contract (Rest. 2d §1)

A promise or set of
promises for the breach
of which the law gives a
remedy.

Contract Definition
(UCC §1-201(b)(12))

The total legal obligation
that results from the
parties’ agreement.

Void, Voidable,
or Unenforceable - Offer: An outward manifestation
signaling that acceptance will
conclude the deal.

- Acceptance: Unequivocal assent.
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Threshold Gate: Governing Law

- Trigger: Sales of Goods.
: - Definition: Any movable item (excludes intangibles, IP, real
UCC Article 2 property, services).
- Rule: UCC trumps any contrary common law rule.

The
Transaction

Common Law : " - Trigger: Services, real estate, intangibles.

|
|
|
4
The Predominant Purpose Test (Majority Rule)

1. Contract Language: Was it described as a goods K?
2. Nature of supplier’s business.
3. Value of goods vs. services (e.g., $30 goods vs $2 services defaults to UCC).
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Consideration & Mutual Assent

Core Definitions

a legal detriment or the promisor
receives a legal benefit.

- Exceptions & Limits: Gratuitous

are generally unenforceable.

- Benefit / Detriment Rule: A bargained-
for exchange where the promisee incurs

promises and past/moral consideration

————————————————————————

The Safety Net:
Promissory Estoppel

Courts evaluate the presence of
consideration, not its subjective adequacy.

may enforce it to avoid injustice.

When consideration is absent, a promisee
who reasonably and foreseeably relies on
a gratuitous promise to their detriment
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2. Terms
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Phase 2: Terms, Assent & Modifications

o/ .

Oise Final

The Parol .

Evidence °"/" Written
Rule emalS e Integration

Extrinsic evidence is inadmissible to contradict express terms.

ucs 2-207

The Mirror Image Rule Battle of the Forms

Acceptance must exactly track the offer’s terms. Acceptance with differing terms is still valid
Any variation is a counter-offer. (not a counter-offer).
Modifying an existing contract requires new Modifications need no consideration, only good faith.

consideration (Pre-existing Duty Rule).
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1. Formation |
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: 3. Defenses
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Phase 3: Defenses Against Formation

Capacity

Minors, mental |
incompetence, |
N intoxication. |
g 1 Renders contract |*
e AN voidable. |

Undue Influence

- Unfair persuasion

pFIied toa
vu

-'---_'

nerable party

Misrepresentation

 False assertions of material |

fact that induce reliance.

Procedural (absence of
meaningful choice) and

Substantive ( ?mssl excessive |

prme hlghly avorable terms)

Duress

No reasonable

~ choice butto
. succumb to
y | threat (e.g.,
physical
&/ | compulsion,
| /& }- economic
;. duress).

-Subject of contract is

explicitly prohibited

B
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@ || Phase 4: Excuses for Non-Performance

Formation Performance

ke

Mistake - ’ Impossibility / Anticipatory Accord &
(Mutual/Unilateral) Impracticability Repudiation Satisfaction
Erroneous belief about Unforeseen circumstances A party's definitive Parties agree to a
existing facts at the make Ferfurmance statement that they will different performance
time of formation. objectively impossible or breach before performance to discharge the

is due. Allows the aggrieved
party to suspend
performance and sue
immediately.

substantially more
burdensome than
J reasonably anticipated.

original duty.
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| Step 1: Does it apply?

(The MYLEGS Checklist)

| Marriage

1 Year (cannot be performed
within 1 year)

Land sales

| Executor guarantees
| Guarantor/Suretyship

| Sale of goods > $500 (UCC)

Requires a memo of agreement, identity of
parties, essential terms, and a signature by the |
| party against whom enforcement is sought.

Partial performance (land sale: payment +

possession + improvement), fully performed
| one-year contracts, or promissory estoppel.




Phase 6: Enforcement & Privity

| The TPB Test

Question: Is the plaintiff a valid third-party beneficiary?

Requirement: The original parties must have explicitly intended to
benefit this specific third party at the time of formation.

The Vesting Rule: The TPB can only enforce the contract if their
S8 rights have vested (they learned of and assented to the contract,
materially altered their position in reliance on it, or filed a lawsuit).

6. Enfnrnement




Phase 7: Breach & Failure of Conditions

Common Law UCC Article 2
Substantial Performance The Perfect Tender Rule

— Standard: If a breach is minor and — Standard: Terms are enforced
the party rendered substantial exactly as written. Any non-conformity
performance (close enough), the allows the buyer to completely reject
condition is satisfied. The aggrieved the goods.

party cannot discharge their own — Exception (Right to Cure): If the
obligation, but can deduct deadline hasn’t passed, the

damages. breaching seller can substitute

— Material Breach: Only a severe, conforming goods upon reasonable
disproportionate failure discharges notice.

the innocent party’s duty to perform.

6. Enfurcement
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7. Remedies -

'*a'" W\ Equitable Remedy: Court forces the breaching

BN party to perform the contract. Rare,

IR . generally reserved for unique items (like
" \ real estate or irreplaceable art), never

_ Sp

legl:formg_nce A for personal services.

3

" Restitutionary Obligations

'/ (Quantum Meruit (As much as he has earned): Used to '\

= prevent unjust enrichment. Imputes a contract to recover the =

reasonable value of services rendered when a formal contract fails.
*

Monetary Damagés (Common Law)

Expectation Damages: The default standard. Restores the aggrieved party to the
financial position they would have been in had the contract been fully performed.
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The Spectrum of Contractual Obligations

High Mutual Assent
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Parties make obligations
via clear oral or written
expressions of commitment.
(Maximum Assent).

rT—

' o
Implied-in-Fact °
Contracts

Consensual agreements
Inferred by conduct rather
than words.

L ] ——

(Assent implied by action).

No Mutual Assent
(Court Imposed)

Implied-in-Law

d  (Quasi-Contracts) [

No actual contract exists. An
equitable imposition by a judge
to prevent unjust enrichment.
Plaintiff recovers via restitution.
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The Ultimate Framework: UCC vs. Common Law |

Dimension UCC Article 2 Common Law
Subject Matter Sale of Goods Services, Real Estate
Acceptance Battle \?;rtig’goFr?ngc? v&g(—jZOY) - Mirror lmag?ch{lﬂIi?e-dExaCt match
oaricaon’ | S [SIRCooc TRR i w cons o
Performance Standard Perfect Tender Rule Substantial Performance
Statute of Frauds Goods over $500 MYLEGS (Real estate, > 1 year)
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The Diagnostic Issue Spotter
Apply the legal blueprint to any fact pattern.

—
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[ ] Isthis a Goods (UCC) or Services (Common Law) issue?
] Was there a definitive Offer and an unequivocal Acceptance?
] Is there bargained-for Consideration (Benefit/Detriment)?

|
[
[ ] Are there any Defenses (Duress, Fraud, Unconscionability)?
[
[
[

| Does the Statute of Frauds require a written signature?
| Has a condition failed, or is performance Excused?
] What is the optimal Remedy (Expectation Damages vs. Restitution)?

The outcome of a case is a function of the facts and the rules.
Methodical diagnosis isolates the breach.




