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The Consideration Void:
When Traditional Contracts Fail

I

& Quid Pro Quo (“This for that”) is required for a valid contract between

non-merchants to indicate the sincerity of intent.

Promised Gifts

Pre-existing Duties

Past Consideration

Definition
An unenforceable agreement
lacking mutual exchange.

Rule

A promise to give without
receiving a promise in return is
generally unenforceable.

Definition
No new legal detriment incurred.

Rule
Doing or giving something you are
already legally obligated to

do/give cannot serve as
consideration.

Definition
An act which has already been
performed.

Rule

You cannot bargain for something

that has already happened,; it
does not change the promisor's
legal position.
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Two Alternative Paths
to Recovery

No Valid
Contract Exists

Promissory Estoppel Quasi-Contract
‘@ Trigger: A gratuitous promise - Trigger: A benefit was conferred (%)
was made. without a promise. [[=>
bzl el ezl « Goal: Prevent unjust enrichment. ,g*__-,;?@
reliance. .
'\. n ¢
;& Nature: Contract Law / Equity. » Nature: Implied-in-Law. @

Modern contract theory permits remedies on alternative legal theories to
prevent injustice when essential contract elements are missing.
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Pathway A: The Evolution of

Promissory Estoppel

Promises to
Convey Land

I promise it
was decuf"”

SG
M

: : Gratuitous Charitable
Family Promises Subscriptions

Freemanv. Ricketts v. Siegel v. Spear & Allegheny College
Freeman (1870) Scothorn (1898) Co. (1923) (1927)
|7 Takeaway Box _‘

These historic exceptions paved the way for a universal rule: detrimental action
]_ or forbearance serves as a substitute for consideration. J
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Promissory Estoppel

A Clear Promise: There must be a promise
on which the claim is based (no vagueness).

Foreseeable Reliance: The promisor must
have intended/reasonably expected to

induce action or forbearance.

Actual Reliance: The promisee justifiably
relied on the promise to their detriment

(induced by the promise).

Injustice Avoided: Enforcement is the only
way to avoid injustice (Courts balance the

equities between parties).

-

L

K

Restatement §90 Evolution

* Restatement 1st: Required
reliance to be of a "definite
and substantial character.”

* Restatement 2nd: Removed

the "definite and substantial”

requirement, broadening
application, but notes that
'the remedy granted for
breach may be limited as
justice requires." (Note:
Charitable/marriage

settlements no longer require

proof of induced reliance).

-

=
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The Reliance Bridge: A Visual Metaphor
A Visual Metaphor

Reasonable
_O O /— Detrimental Reliance
The Promise
S - Q. . - &
H Tk 5 No Consideration <
5 (Gratuitous)
Equity: -

Injustice Avoided

- TR ; t
Q Moral Obligations vs. Promissory Estoppel
- A promise to perform a moral obligation (e.g., promising to support someone who was injured rescuing

you) is enforceable provided the promisee was harmed conferring the benefit, and the promise is not
disproportionate to the benefit.
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Calculating Reliance Damages

Reliance damages aim to put the plaintiff back in the position they were in before the

promise was made, compensating for costs incurred or benefits conferred.

L—JL—J

Must Be Foreseeable Must Be Certain

i ] E =

The loss must have been a The amount cannot be
predictable result of the speculative; it must be
reliance. calculable.

Must Be Unavoidable

[ E
||1|

& i

The plaintiff must have
attempted to mitigate their
losses.
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The Estoppel Matrix:
Differentiating the Doctrines

PrC 0 OpPE Equitable Estoppel / Collateral Estoppel
ontra Estoppel in Pais (Equity) (Civil Procedure)
The Trigger: The Trigger: The Trigger:

Reliance on a Promise.

The Purpose:

Precludes asserting the
defense of “lack of
consideration” to defeat a
breach of contract claim.

Reliance on a Representation
of Fact (action, silence,
concealment).

The Purpose:

Prevents a party from asserting
a position completely
inconsistent with a previous
representation that harmed
the relying party.

Litigated Facts.

The Purpose:

“Issue Preclusion.” Holds that
determination of facts
litigated between parties are
binding and conclusive in
future litigation.




Pathway B: Restitution &
The Quasi-Contract

Quasi-Contract (Implied-in-Law)

- Not a “true” contract. It exists by order of a court, not by
agreement of the parties.

- Created only to the extent necessary to prevent unjust
enrichment.

The Core Rule (Restitution)

- Used to prevent unjust enrichment even if there has

; N
been no promise. \
- Compensates a party for the benefit conferred on g

another as a result of partial performance or reliance.

- Caveat: Only available when the plaintiff is rightfully
entitled to recovery (e.g., in void contracts, to a party not
in pari delicto / not equally at fault). Unrequested
benefits are considered non-compensable gifts.

Defendant ' Plaintiff

AN
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Distinguishing ‘Implied’ Contracts

IT DEPENDS

Implied-in-Fact Contract

Intent:
Non-consensual. At least one party

Intent:
Consensual. Both parties intended
e to transact. did NOT intend to create a contract.

Nature: k
An unwritten, non-explicit “true” é Nature: - @ -
: A legal fiction (equity).

contract. o =

(!

_~o~._ Court’s Role: ()~ Court’s Role:
Treats the actions and words of the % = Creates an obligation in fairness to
parties as an express written contract. éié prevent an unjust windfall.
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The Unjust Enrichment Scales

Quantum Meruit

“As much as is deserved.”
Recovery for the reasonable
=\ value of services rendered

o> outside a valid contract.

Quantum Valebant
“How much they are worth.”
Recovery for the reasonable
=\ value of goods provided

o> outside a valid contract.

Valuation Metrics \

Restitution damages are measured by:
1. The reasonable value to obtain the benefit from another source.
2. The extent to which the defendant's property value increased or interests advanced.

Benefit
Conferred

J 1

f

i
i
Al
0
III

Uncompensated
Plaintiff
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Restitution in Contractual Breach

When is Restitution Available?

€ When a contract is unenforceable (e.g.,
mistake, impossibility).

€ When a contract is voidable.
€ When a duty is excused or discharged.

@ Modern Valuation Rule: Courts now consider
the detriment suffered by the plaintiff in valuing
the recovery of services/property expended,

The Unenforceable Contract Cap
(Critical Limit)

not just the benefit to the defendant.

= w

If a party sues for benefits conferred under
an unenforceable contract (e.qg., it violates the
Statute of Frauds)...
\ The Rule: Damages are strictly
\\ limited to the contract price,
irrespective of the actual

— detriment suffered or the total
enrichment conferred.




/ Case File 1: The Breaching Builder A

Applying the Doctrines: Legal Hypotheticals

\,

‘@~ The Facts

A is hired to build B's house. A intentionally
breaches the contract partway through.
B refuses to pay.

‘@ The Outcome

A cannot sue for breach (because A breached). A can
sue under quasi-contract for the value of partial
performance. However, B can offset damages suffered

from the breach, and because the breach was intentional,
the court (acting in equity) may deny A's recovery entirely. A

/ Case File 2: The Overpaid Bill  \

r

‘@~ The Facts

A owes B a bill. A accidentally overpays
the amount due.

‘@~ The Outcome

B is unjustly enriched. B owes restitution for the excess
amount under the principle of implied-in-law contract,
even though B never “promised” to return it.
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The Diagnostic Flowchart: Choosing the Right Remedy

|s there a valid contract Sue for Breach
(Consideration present)? (Expectation).
Was a gratuitous PROMISE made? Was a BENEFIT conferred?

Did the promisee reasonably Was it a requested benefit
rely to their detriment? (not an unrequested gift)?

Promissory Estoppel (Blue) Quasi-Contract / Restitution (Green)

—> Remedy: Quantum Meruit/Valebant.

— Remeady: Reliance Damages.

No recovery available.




Contract Law Blueprint:

What You Now Know

=

23]

Promissory
Estoppel
(Mastered)

e Substitute for
Consideration
(Family, Charity,
Construction)

¢ Alternative to
Breach / Statute of
Frauds

Performance
and Breach

Defenses

—

Remedies

* Good Faith,
Conditions,
Substantial
Performance vs.
Material Breach

* Capacity, Improper
Consent (Duress,
Unconscionability)

e Failure of Basic
Assumption
(Mistake,
Impossibility,
Frustration)

e Damages
(Expectation,
Reliance, Restitution)

* Limitations
(Unforseeability,
Uncertainty,
Avoidability)

e Specific
Performance

o,
ok, A
a_‘\&
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