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Lecture 3:

Contract Law
· [HISTORY BACKROUND; Not examinable]  
In England there were 2 different types of court if you had to bring a legal case. They were separate from one another. 
-Court of Common Law; if you picked the wrong document you lost, so very rigid; however very predictable results if you did it right
-King or Queens Power; if the monarch(king or queen) said that certain things would happen to result a dispute in a certain way that was the final answer b/c of royal power; then it became “Court of Chancery” which became “the court of equity”; the downside was the less predictability
-those 2 courts were there for a while to decide, then they merged together like the courts now.  
-If an equitable principle was there they would win over common (like a trump card)
-court of equity also made common law remedies
- Equitable Principle (if applicable) will rule over the common law issue
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Misrepresentation: not terms of the contract
-things that may not be true/ example of projecting sales-gross revenue; and gross revenue after this year. What happens if it’s not true?
-it has to be of significant to her/him for making that contract, if she cant show that then its 

Misrepresentation – not terms of the contract, A piece of significant information that is material and untrue but not a term of the contract that has the effect f influencing the person hearing it to want to enter the contract.

There are 2 types of misrepresentation:

Innocent- Person making statements genuinely believes (in good faith) the statements they are making are true; The person genuinely believed what they said was true.

Remedy for this was - Rescission: puts the parties in the same position if there was no contract. Ex the person would get back their money, and other would get back their land; therefore they are out of the problem they are in; if that option is possible (can’t give back services) then you get back nothing. If rescission isn’t possible then that’s where it ends since it wasn’t a term of the contract. 
-in most 99.9% cases there are no rescission remedies for misrepresentation for house properties


Fraudulent- Person making statements knows they are lying or is careless as to whether the statements are true or not.

Victim has a choice of remedy: 
1) Rescission if possible
2) Sue for the intentional tort of deceit

What is a contract? 
-A set of promises the law will enforce.
-2 or more parties have made a formal agreement of terms and the court will enforce those terms.

5 elements of enforceable contract:
1) The intention to enter a formal binding relationship
2) Offer and acceptance
3) The exchange of consideration
4) Both parties have the relevant capacity
5) The nature of the contract is legal

If asked in a test situation identify the enforceable contract STATE THOSE ABOVE
[bookmark: _GoBack]
1. The intention to enter a formal binding relationship
- Have to be formal binding relationships/cannot be a casual agreement

2. Offer and acceptance
	- Based on a bargain theory. We offer something/set of terms to be considered, and at some point in the process we have an offer and an acceptance of the offer. ; Bargaining theory we bargain back and forth and then both parties agree on terms

3. The exchange of consideration
	- Consideration,  1 obligation is bought with the other something of value,  the exchange of consideration.  Let’s say we have 2 parties X and Y who have gotten into a contract [33mins 40 sec] 
-we buy the other persons obligations in promising to do ourselves. The only reason we walk into the story and come out with chocolate is b/c we are paying for it and in return given something of value. Therefore it’s the exchange of consideration. (American embassy was for consideration for $1)

4. Both parties have the relevant capacity
	- This is a purely legal issue which is to see if the person is of a valid legal entity (minors), by capacity it means to make sure you are an adult.

5. The nature of the contract is legal
- Example assassination contracts are not legal, therefore court will not enforce the contract because the nature of contract is illegal.

Defence against enforceable contracts:

Duress: when you are going into a contract beyond your will; then if you have proof that it is a duress, yes you can do that (gun held to head example); forced into contract because of threats to you or people near you
Economic Duress:  unreasonable economic pressure being applied forces person to bargain against their interests.  Equitable reason why you should be excused from contract.; No actual gun to the head, but unreasonable economic pressure being applied forces the person to bargain against their interests. /amending a contract. Example of a contractor doing work and the person doesn’t pay but says ill give you half now or good luck trying to get the rest. Takes the money then makes a case and wins under economic duress. 
Undue Influence: based on the relationship between the parties; b/c of the nature of the relationship they can determine what the person will do, even though the person isn’t aware what’s going on. It’s under the nature of the relationship where one party dominates over the other.  
Ex: lawyer and client; doctor and patient

Those 3 are EXTREME defences. An uphill battle to prove; realistically not a lot of us will encounter those. 

***************In PEO exam, the usually ask about DURESS; b/c more self relevant. 

A written contract is effective for 2 related relations:
1. It’s the best evidence
2. It’s very exact; formalness

The problem with verbal contract is proving them

Normally if a verbal contract can be proven it is just as enforceable as written contracts. 
· However 1 exception- “The Statute of Frauds”- provincial; lists the kind of contracts in writing that must be enforceable. As long as they can be proven verbal contract laws are enforceable as written contracts unless they are in the statute of frauds. Ex, emails..
· Contracts referring to real property must be in writing to be enforceable. If you’re buying property then it must be in writing.

“Gratuitous Promise”
-extra or free
-a promise made without exchange of consideration being made in exchange for it
-not enforceable
-“ill bring it for you next week” ; he doesn’t bring it.  a gratuitous promise
-promise made under seal
-if there is a deadline the guy says, ya ill look into it for you don’t worry. And he doesn’t then that was a gratuitous promise. 
-to address this problem it’s called “equitable estoppel” – addresses the unfairness of gratuitous promise
-no need to talk about equitable estoppel if there is no gratuitous promise
-in order to know ES applies, they have to show that 3 things are true:
Equitable Estoppel  addresses problem of a gratuitous promise is not useful and is useless to contract. A gratuitous promise must be made in order for equitable estoppels to apply in a hypothetical.
3 part test for gratuitous estoppel:
One would have to prove/show
1) pre-existing legal relationship-showing foundation of a legal relationship 
2) Must show was promised or reasonably lead to believe that the strict terms of the contract would not be enforced
3) relied on that promise or understanding and it affected what was or wasn’t done

***********there were examples of questions of ES, always come to the conclusion that there was RELIANCE ON THAT PROBLEM, always CONCLUDE STEP 3 is true no matter what it says!*******PEO

Read note for next class about ES

