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A.  Contracts

Facts:

· John purchases software from Ace Inc. Computer Software
· John identifies himself and orders two types of software
· Ace sends John a letter of confirmation
· After making the order John finds the software cheaper at another website

· John refuses the software from Ace upon delivery
Assuming that the various cyberspace laws only address authentication, attribution, warranties and signature verification and Article 2 of the Uniform Commercial Code (UCC) applies to the other areas such as formation, proof, performance discuss the applicable laws of this transaction.  

During the late 1990’s we moved to a digital economy in which laws were created to handle transactions that happen over cyberspace.  The federal government enacted the Uniform Electronic Transaction Act (UETA) which is very broad in scope.  UETA deals with contracts that occur over cyberspace forces sellers to devise certain security measures that must be in place for signature verification over the Internet.  These signatures are legally binding and can be used in the formation of a contract.  When John purchased the software from Ace via the Internet, conditions in UETA covered the transaction.  Throughout the transaction terms of the UCC regulated the contract.  The UCC covers the formation of the contract; proof of the purchase was handled through the letter of confirmation.  The parties, product and a quantity term should have been described in this letter.  Per the perfect tender rule the seller was also obligated to deliver conforming goods.
Did Ace violate any of these laws?


Ace did not violate any laws.  Under the UCC the seller in a transaction has 5 obligations:

1. Seller must deliver conforming goods

2. Seller must deliver goods according to contract terms

3. Seller will warrant the goods in terms of selling goods

4. Seller must meet the perfect tender rule

5. If the goods are non-conforming, the seller must cure


From the beginning of the transaction through delivery, Ace abided by these rules.  Through their website they were able to authenticate John via a digital signature.  Upon authentication Ace sent John a letter of confirmation in which the additional terms and conditions of the contract.  Ace then followed through with the established terms of the contract and delivered the goods to John.  
Was there proper formation?

Yes, there was proper formation of the contract between Ace and John.  The offer of goods posted on Ace’s website was accepted by John when he submitted the purchase order.  Ace sent any additional terms and information to John in the letter of confirmation.  At this point the contract had been accepted by both parties and they are required to fulfill their portion of the contract within the terms defined in the contract. 
B.  Contracts
Facts:

· Erma received brochure

· Erma purchases over $500 of goods

· Ammco sent letter of confirmation and that price did not include shipping and insurance costs

· Truck is stolen including Erma’s order

What law is applicable to this transaction and why?


As we moved from a local to a national based economy where there was a distance between buyers and sellers and merchants began to dominate the economy commercial law emerged.  Article 2 of the Uniform Commercial Code (UCC) dominates the economy today.  The main clauses of Article 2 of the UCC focus on consumer protection, merchant obligations, consumer expectations and the perfect tender rule.  Article 2 of the UCC discusses “risk of loss” and the obligations that buyers and sellers have towards one another.  
Was there proper formation?


When Erma received the brochure from Ammco she was actually receiving an offer from the company.  An offer comes from the seller and solicits the customer to make an offer on their goods.  When the consumer makes an offer it must include an identification of the quantity terms, but does not need to include price, payment or delivery terms.  Since Ammco materially altered the offer by adjusting the price, the contract became voided; therefore, there was not proper formation.
Is the carrier liable for the stolen merchandise?


In a commercial economy where good must travel long distances there is the distinct possibility of events that could occur that would cause the contract to not be fulfilled.  In this case, the delivery truck and all of the goods inside were hijacked, including Erma’s items.  There are three types of contracts that cover the shipment of goods:  non-destination contracts, destination contracts and carrier contracts.  Since it was not stated in Erma’s case other facts must be used.  The seller informed Erma that there would be insurance costs on the goods.  This leads me to believe that a 3rd party carrier was used to ship the goods.  If this is in fact the case there would be a bill of lading between the seller and the carrier.  The bill of lading would serve as a contract between the seller and carrier and would describe the products that they would carry as well as serve as a document of title.  Since the carrier was in possession of the goods when they were hijacked, they are liable.  They would be required to pay the covered per-package limitation of $200 per package.  

There are additional variables that would affect this and that is the fact that Ammco purchased insurance on the goods.  Depending on whom the insurance provider is, either a 3rd party or the carrier, the liability may be transferred.  Also if there were additional terms in the bill of lading liability could also be shifted to either party.
Is Ammco liable?


Depending on the terms of the contract that Ammco had with the shipping company they may or may not be liable.  

Seller has 5 obligations

1. Seller must deliver conforming goods

2. Seller must deliver goods according to contract terms

3. Seller will warrant the goods in terms of selling goods

4. Seller must meet the perfect tender rule

5. If the goods are non-conforming, the seller must cure

Is Erma liable?

Since there was not proper formation of the contract, Erma will not be liable for the hijacking of the goods.  If there was proper formation the buyer (Erma) would be obligated to inspect the goods, pay for the goods, accept the goods and/or revoke the goods.  

D.  Merchant Obligations
Facts:

· Crazy Joe advertises that his products are the cheapest and best quality in town

· Henry saw the advertisement (offer) and purchased a DVD from Joe’s store

· The DVD is manufactured by Menlo

· The DVD causes a short in Henry’s home and Henry is injured in the dark

· Henry later learns that he could have purchased the DVD cheaper elsewhere

Has there been a breach by the manufacturer?


Manufacturers are liable for injuries caused by a defective product.  The DVD was not developed to cause an electrical short in the user’s home; it was made for the purposes of watching a movie or other media.  This shows that the product was defective and is therefore liable for any harm or injury caused.  In the development of the DVD, the manufacturer must go through a series of tests that make sure that the product was not defective.  Whether the manufacturer performed such a test is unknown, but the fact of the matter is that an individual was injured due to a malfunction in the manufacturer’s product.
Has there been a breach by Crazy Joe?


Crazy Joe advertises that he is able to offer the cheapest products in town, and that these products are of the best quality per dollar spent.  Advertisements are not treated as offers to contract, rather they are treated as an invitation to negotiate; therefore, Crazy Joes advertisement is not misleading the customer by selling them a product that is obviously not of the highest quality.  

When Joe does sell a good to a customer, he is promising that the product will do what it is supposed to do.  Under implied warranties, when Henry purchased the DVD, he assumes that the product will not be defective.  In this case, the product was defective and did malfunction.  It makes no difference that the merchant did not know or could not have discovered that the product was defective, therefore Crazy Joe can also be held liable for the injury to Henry.

E.  Intra-business Relationships

Facts:

· Flo has a bookkeeping service

· Flo has one client, Mac’s Construction

· Mac provides Flo’s equipment and requires Flo to be available upon request

· Flo is paid in fixed intervals

· Mac is the owner of Mac’s Construction

· Flo consents to date Mac

· Mac makes sexual comments about Flo in the workplace

· Flo complains to Mac but he takes no action

What is the status of Flo?


Although Flo has her own bookkeeping service that has an independent business license from Mac’s Construction, there are a multitude of reasons that would classify her as an employee of Mac’s Construction.  Below are the special circumstances of Flo’s situation:

· Flo has only one client, Mac’s Construction

· Mac pays Flo $30,000 a year in monthly increments
· Mac provides Flo with equipment and office space

· Mac requires Flo to be available upon request


The cumulative effect that these factors have upon Flo is that she is highly dependent upon her intra-business relationship that she and her bookkeeping service have with Mac’s Construction.  Taking a step back and analyzing the relationship as a whole, one could argue that it is comparatively no different than if she were technically an employee of Mac’s Construction.

Have any employment laws been violated?


Under the assumption that Flo is an employee of Mac’s Construction, several employment laws have been violated.  First, when Flo complained to Mac about the remarks made by co-workers he took no action.  Mac was not prohibiting the other employees from creating a discriminatory and intimidating work environment; in fact, Mac was the cause of the problem.  By divulging personal information to the other employees, he was in a sense fueling the fire of remarks that was engulfing the workplace.  Employers are liable only if the employer knew or should have known of the harassment.  Mac had full knowledge of the events taking place, and therefore is liable.  

Additionally Mac put Flo in a compromising position by pursuing a romantic relationship with her.  Even though she consented to the relationship, under quid-pro-quo sexual harassment law he is still liable.  This relationship was the source of the information that was causing the pervasive abuse at the workplace.  Mac was in a sense holding Flo captive in the relationship, for if she were to end the relationship there would likely be severe financial repercussions.
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