Course:
01.411 Agricultural Business and Management

Unit 11:
Agriculture Law 
Lesson 2:
Agreements and Contracts
QCC:
62, 65, 70, 71, 74, 75, 78
Objectives: 

1.
Identify the legal aspects of agreements and contracts.

2.
Explain the elements of a contract.

3.
Execute a contract.

Teaching Time: 

2 hours
References:
Farm and Ranch Business Management, Deere and Company,                            Moline, IL  1992.ISBN# 0-86691-167-7.

You and the Law, South-Western Publishing Company. 

ISBN 0-538-61467-6.
You and the Law Student Supplement, South-Western Publishing Company. ISBN 0-538-61468-4.

Farm and Ranch Business Management, Deere and Company, Moline, IL. ISBN  0-86691-135-9.
Farm and Ranch Management Study Guide, Deere and Company, Moline, IL.

Georgia Ag Ed Curriculum CD, PP_Law 

Materials and Equipment: 
 Worksheet copies

Computer

LCD projector

Handouts 11.2.1 - 11.2.4
Teaching Procedure
Introduction and Mental Set
Ask students if a car dealer would sell a vehicle to a person on just a handshake.  The answer should be no.  Why?  The car dealer has no means of ensuring the person will pay for the car.  Help the students to visualize that as their grandparents' and possibly their parents' were growing up, a person's word (oral agreement) and a firm handshake was all that was needed to seal an agreement.  However, today more is needed for an agreement to be considered enforceable.
Discussion

1.
Introduce students to Agreements and Contracts by reading them the following situations.
A.
Situation: On Tuesday, Buffy agrees to go on a date with you Friday night. At lunch on Friday, she tells you that she can not go.  Was there a legal obligation or contract by Buffy to go out with you?  Answer: NO.  No legal contract was formed since this is considered a social invitation.  Therefore, you have no contractual rights for having your feelings hurt.

B. 
Situation: John Hugo, 52, signed a contract with the local John Deere dealer to buy a tractor, making an annual payment for four years.  After using the tractor for one year, Mr. Hugo decided to quit farming.  Is he legally obligated to pay the remainder of the balance left on the tractor?:  Answer: YES.  Since Mr. Hugo signed the contract, is not a minor, was not intoxicated at the time of purchase, and is sane, he is obligated to pay his bill in full. 

2.  
What is a contract?
A.
Definition: A contract is a legally enforceable arrangement or agreement between two or more parties. 
B. 
Ask students for specific examples of contracts.  Write their answers on the board.  Answers may include: employer agrees to pay employee for services, buying or renting a home, bank notes, insurance premiums, marriage.
3. 
What are the elements of a legal contract?

A. 
An enforceable contract must be mutually and voluntarily agreed upon by two or more parties. With this classification, someone must make a legitimate offer, and it be accepted.  Ask students the following problems:

As you are helping your family loading cattle for market, a stampede occurs and your father is trapped. In desperation you yell that you'll give anything for someone to save your father.  Later, the rescuer requests $50,000 for saving your father's life.  Are you obligated to pay the $50,000?  Answer: No.  Your offer was made out of desperation as a wish for help.  You did not intend to create a contract, just get help for your father.

You have lost your favorite coon dog.  As a result, you place signs around school and town for a $50 reward for the dog's return.  Jed finds your dog and returns it to you.  Has acceptance of your terms been fulfilled?  Answer: Yes.  By returning your coon dog, Jed accepted your offer and you now owe him $50.

B.
Student Activity: Assign Activity 1 for students to consider.

C. 
Using TPM 1, "What is a Valid, Enforceable Contract?” define the elements of a contract from the Farm and Ranch Business Management Text, page 11-4.

D. 
Student Activity: Assign Activity 2 for students to consider.

4.
Executing a contract.
Assign student activity 3.  Break students up into groups of 2 and ask them to develop an employer-employee contract between themselves. This could also be accomplished with  Entrepreneur and Placement  agreements in the Georgia FFA Record books. 
5.
Breach of contract
A. 
When a contract is made, two people agree to perform a service or render something of value.  However, if one person does not fulfill the obligations, a breach of contract occurs.

B. 
Ask students if they know of someone who has not fulfilled a contractual obligation.  What happened to the individual?  Use the teaching profession as an example.  Has a teacher broken a contract if he or she quits work before the end of the school term?  Answer: Not necessarily, if the Board of Education agrees to allow the teacher to quit.  However, if they do not, proceedings can be filed against the teacher and his or her license revoked.

C. 
Discuss how agricultural commodities can be taken from  farmers through non-payments, cancellation of commodity contracts, and illegal selling.  Use examples from the book to help students identify possible local case scenarios, and how safeguards could have been used to prevent fraud.

Summary
Unfortunately, just because someone says they will do something, doesn't mean it will get accomplished.  Contracts are legally binding documents that spell out each person's duties and responsibilities, with severe legal ramifications if the contract is breached (broken).   With this in mind, remember to always read a contract, and make certain you voluntarily and mutually agree before signing.  You may or may not be able to legally change your mind once the contract is signed.
Evaluation

Written Exam
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Activity 9-1: Unenforceable Agreements
DIRECTIONS: Each of the following examples describes an agreement that is not an enforceable contract.  Study each description, and answer the question that follows.

1. Elizabeth buys a lottery ticket.  She writes her best friend a letter explaining that if she wins the lottery, she will split the winnings with her friend.  Why isn’t her letter a valid contract?

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

2. A gasoline company sends you your new charge card.  It also encloses a letter saying that it is enrolling you in a new customer service program. You don=t need to do anything.  The company will automatically start billing you $5 each month for stolen card protection.  Why isn’t this a binding offer?

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

3. A dentist has a Chinese client who speaks no English sign a contract in English for a pair of dentures.  The client thinks that the contract is for a series of fillings.  On what ground might a court find that the contract is unenforceable?

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

4. Helen hold a party at her home.  Several of her friends admire her house, and Helen laughingly says that she will sell it to them for $100.  Her friends say they=ll take it.  Why isn=t her offer legally binding?

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

5. Dr. Clark collects postage stamps.  In order to get a particularly valuable stamp, he signs a contract agreeing to provide prescription drugs in exchange for the stamp.  According to state law, a doctor may not prescribe drugs that are not medically necessary.  Why isn’t the contract enforceable?

_____________________________________________________________

_____________________________________________________________

_____________________________________________________________

11.2.1
Activity 9-1: Unenforceable Agreements
Answer Sheet
DIRECTIONS: Each of the following examples describes an agreement that is not an enforceable contract.  Study each description, and answer the question that follows.

1.
Elizabeth buys a lottery ticket.  She writes her best friend a letter explaining that if she wins the lottery, she will split the winnings with her friend.  Why isn=t her letter a valid contract?

Elizabeth made a promise, but no contract, or agreement, was reached.  Her 
friend did not put up any consideration.
2.
 A gasoline company sends you your new charge card.  It also encloses a letter saying that it is enrolling you in a new customer service program. You don=t need to do anything.  The company will automatically start billing you $5 each month for stolen card protection.  Why isn’t this a binding offer?

The party making an offer cannot make silence a condition for accepting the 
offer.  Only the party accepting can declare silence a legitimate acceptance.
3.
A dentist has a Chinese client who speaks no English sign a contract in English for a pair of dentures.  The client thinks that the contract is for a series of fillings.  On what ground might a court find that the contract is unenforceable?

A contract must be voluntary, which includes a full understanding of what 

you are agreeing to.
4.
Helen hold a party at her home.  Several of her friends admire her house, and Helen laughingly says that she will sell it to them for $100.  Her friends say they’ll take it.  Why isn’t her offer legally binding?

Helen=s offer was not made with the intention of making a legally binding 

offer.  It is clear that she was joking, so she has not made a valid offer.

5.
Dr. Clark collects postage stamps.  In order to get a particularly valuable stamp, he signs a contract agreeing to provide prescription drugs in exchange for the stamp.  According to state law, a doctor may not prescribe drugs that are not medically necessary.  Why isn’t the contract enforceable?

Providing the drugs are against the law; contracts that involve illegal actions 
cannot be enforced.
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Agreements & Contracts
What is a Valid, Enforceable Contract?
	A.  Offer

1.  A legally binding proposal 

2.  Clear and definite

B.  Acceptance
1.  Made by one to whom the offer was made




2.  Identical with offer




3.  Not made after revocation of offer




4.  Made within a reasonable amount of time



[image: image1.wmf]AN AGREEMENT

A. No fraud

B.  No force

C.  With full knowledge

MUTUAL AND
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A. Not a minor 

B. Not under the influence of drugs or alcohol.
BETWEEN 

COMPETENT
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A.  Does not involve committing a crime. B.  Is not unconscionable.
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A. Must be something of value.

B.  Must require conduct not already required.

C.  Must be definite.

SUPPORTED BY

CONSIDERATION

 11.2.2

Activity 9-2: Contract Checklist

DIRECTIONS: Whenever you are preparing to enter into a contract with another party, you should be sure you know what you are doing.  The descriptions below illustrate some rash decisions.  Use the examples, your text, and your insight to create a checklist that anyone could use before signing a contract.  Use the sample Contract Checklist on the following page.
1.  Anna wanted to buy some furniture and agreed to pay for it over two years.  The store owner had Anna sign the agreement and told her he would complete filling it in later.  She was surprised when her first payment came due and it was for $50 more each month than she and the store owner had agreed pon.

2.  Ed signed a contract for a car loan.  After the fact he found out that his payments were due on the 1st of every month instead of the 15th as he had hoped.

3.  Paula signed a contract for health insurance.  When she became sick, she went to her family doctor.  Then she found out that her policy would only pay for the services of physicians from a specific medical clinic.



4.  Sally lost her copy of her contract with a caterer for her wedding.  She assumed that she remembered the information correctly, but was uncertain until the day arrived exactly what food would be served.

5.  Nathan signed a contract with Peter, agreeing to sell Peter his car.  He did not know that Peter was under 18 at the time of signing the contract.  Peter disaffirmed the contract.

6.  Worried that someone else would buy it first, Koji signed a contract to purchase an antique car without inspecting it closely.  The car turned out to be almost worthless.

11.2.3




Activity 2, Lesson 2

Agreements & Contracts
Chapter 9






Name_______________________

Contract Checklist

Before you sign a contract, make sure that you:
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Activity 9-2: Contract Checklist
DIRECTIONS: Whenever you are preparing to enter into a contract with another party, you should be sure you know what you are doing.  The descriptions below illustrate some rash decisions.  Use the examples, your text, and your insight to create a checklist that anyone could use before signing a contract.  Use the sample Contract Checklist on the following page.

1.  Anna wanted to buy some furniture and agreed to pay for it over two years.  The store owner had Anna sign the agreement and told her he would complete filling it in later.  She was surprised when her first payment came due and it was for $50 more each month than she and the store owner had agreed upon.

2.  Ed signed a contract for a car loan.  After the fact he found out that his payments were due on the 1st of every month instead of the 15th as he had hoped.

3.  Paula signed a contract for health insurance.  When she became sick, she went to her family doctor.  Then she found out that her policy would only pay for the services of physicians from a specific medical clinic.



4.  Sally lost her copy of her contract with a caterer for her wedding.  She assumed that she remembered the information correctly, but was uncertain until the day arrived exactly what food would be served.

5.  Nathan signed a contract with Peter, agreeing to sell Peter his car.  He did not know that Peter was under 18 at the time of signing the contract.  Peter disaffirmed the contract.

6.  Worried that someone else would buy it first, Koji signed a contract to purchase an antique car without inspecting it closely.  The car turned out to be almost worthless.

You and the Law Manual, South-Western Publishing Co., 1993, p. 64-65.

ISBN# 0-538-61472-2.
11.2.3

Chapter 9






Name_______________________
Answer Sheet

	Contract Checklist 

Answer Sheet

Before you sign a contract, make sure that you:

· 1.  Read the contract carefully.

2.  Understand every condition in the contract.
· 3.  Evaluate the consideration being offered by the party.

· 4.  Know you legal rights.

5.  Know relevant facts about the other party, such as age and credentials.

· 6.  Fill in all blanks.

· 7.  Keep a copy of the agreement.

· 8.  Know the schedule of payments, if applicable.
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Activity 3, Lesson 2

AAgreements & Contracts@        
Making a Contract

CONTRACT FOR _____________________________________________

Employer ___________________________________________________

Employee ___________________________________________________

Job or Task Description:                                                                                 
                                                                                                                           
The employee agrees to provide:

The employer agrees to provide:

It is agreed that the job/task will be completed on

The wage agreed upon is

Other contract agreements

Signed (Employer)                              Signed (Employee)                          

Date                                                 
11.2.4
Making a Contract

CONTRACT FOR _____________________________________________

Employer ___________________________________________________

Employee ___________________________________________________

Job or Task Description:                                                                                 
                                                                                                                           
The employee agrees to provide:

The employer agrees to provide:

It is agreed that the job/task will be completed on

The wage agreed upon is

Other contract agreements

Signed (Employer)                              Signed (Employee)                          

Date                                                 
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