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GOAL:  SWBAT: Understand the three main concepts of contracts: Offer, Acceptance and Consideration and will be able to negotiate a contract to get the best deal for themselves or their client.
Objectives (Knowledge, Skill, Attitude)

· As a result of this class, students will be able to (SWBAT) define “offer,” “acceptance” and “consideration”
· SWBAT name several contracts that they have participated in.
· SWBAT understand how contracts are negotiated.
· SWBAT participate in a negotiation and achieve the goals of themselves or their client.
Classroom Methods:
· REVIEW EXERCISE AND NEGOTIATION 
Contracts Review (5 minutes)
Briefly review Concepts that they have learned in a prior lesson:

1.   Offer
Sample review questions:

What is an offer?  An invitation to make a contract

What do we call the person who makes the offer?  The offeror

2.   Acceptance
Sample review questions:

What is acceptance?  The agreement to participate in the contract

When is acceptance made?  Not until there is a valid offer

What do we call the person who accepts the offer?  The offeree

2. Consideration 
Sample review questions:

What is the main principle of consideration? Both sides have to give up something and get something
Talk about some contracts that they have participated in.
1. Examples: grocery store “club” card, free email user agreement, car purchasing, car insurance, sports
2. What is the offer, acceptance and consideration in each of these contracts?
3. Were these contracts negotiated?

4. Have any of them ever been in a contract that was negotiated?

Negotiations exercise (50 minutes)
* It works best to pre-assign students into roles.

1.  This exercise will show how a lot of contracts are made – through the process of negotiation.   
(Teachers will do a sample negotiation – a simple employment contract – 2 minutes)
2.  I have assigned you to teams of four.  In each team, there will be two clients and two attorneys.    
3.  Each side will be given a set of information about what they want in this contract.  The attorney and the client must work together to get the best result for the client. 
4.  After I hand out the materials, you will have 5 minutes to confer with your side and make a strategy for going into the negotiation.
5.  After 5 minutes, you will get with your opponents and negotiate the contract.
6.  Read groups and hand out materials.  Make sure and tell groups that they need to keep their confidential information secret.

7.  Watch groups to judge how much time is necessary.  If some groups finish sooner, ask them to present to a teacher what they have come up with.
8.  Once all groups are finished with negotiations, get everyone’s attention and let them know that now we will be writing a contract.  Have example contracts for them to look at.
9. Talk briefly about important points in writing a contract – make sure you cover various scenarios and each side’s responsibilities are clearly established.
10.  If there is time, write contracts in class.  If not, leave for homework.
Negotiation Scenario #1:
The Endorsement Deal
Basic Scenario:
Danny is an up-and-coming star in the snowboarding world.  He has already won two major tournaments, and those who know estimate that he will be better than Shaun White within a year or two.  The Rip and Shred Snowboard Company, headed up by President Alfred Ice, is hoping to sponsor Danny.  This is a basic sports sponsorship, in that Danny will wear Rip and Shred clothes and use their boards in exchange for a hefty salary.  He will also occasionally have to appear in promotions for Rip and Shred.  However, the contract still has some issues to be worked out.

About the players:

Danny:  He is 15 years old.  He first started snowboarding when he was eight years old and has been pro for the past year.  He recently quit school to snowboard full-time and keeps up with his education via private tutors.  Danny snowboards everyday at his home mountain in Mammoth, California, he also makes monthly trips to different mountains including Aspen, Tahoe, Whistler and Salt Lake.  Finally, Danny participates in about four competitions per month during the competition season and several smaller competitions in the off-season.
Rip and Shred Snowboard Company:  Alfred Ice started the company 5 years ago, when he saw that snowboarding was going to be a national phenomenon.  He began just making boards, but over the past few years the company has grown to include boots, pants, jackets, helmets and gloves.  Rip and Shred also makes a small amount of “street wear” including t-shirts and shoes.  Because they are still a small company, Danny will be Rip and Shred’s first celebrity endorser.  In the past, Rip and Shred sold its clothing in ski and snowboard shops, however Alfred hopes to open three stand-alone Rip and Shred shops in the next year, with plans to expand to 15 nationwide within five years.
At issue:

- How much will Danny get paid?

- Which clothes will Danny wear?  
- How often will Danny be required to wear Rip and Shred’s gear?  
- Can Danny wear competitors’ clothing or gear?

- What are Danny’s requirements in terms of public appearances for Rip and Shred?

- Will Rip and Shred be able to give sponsorships to other snowboarders or skiers?

- Does Danny have any requirements in terms of behavior while wearing Rip and Shred clothing?
- How long is the duration of the contract?
The Endorsement Deal:

Confidential Information for Danny and his attorney

Payment:  Danny feels like he is worth $400,000 per year, plus free Rip and Shred gear.  However, his absolute bottom line is $200,000 per year, plus free gear.
This contract is a big opportunity for Danny, in that it will be his first endorsement.  However, Danny knows that he is a hot commodity.  Because Rip and Shred is a small company, he would like to keep his options open for bigger and better endorsements that come along in the next few years.  It’s best for Danny if this contract is only for a one year term.

Danny has an odd sized foot.  He has tried Rip and Shred boots, but they just don’t fit him correctly.  His favorite boots are made by Hard Core Sno, a big competitor of Rip and Shred.  Danny really wants the contract to contain a provision that it is okay for him to wear Hard Core Sno boots, as long as he wears Rip and Shred jacket and pants and uses and Rip and Shred board.

Danny doesn’t mind doing print ads for magazines and stores, but he’s not very excited about in-store appearances.  He is very shy and feels like these events are a waste of his time.  With practice, school and a social life, he really doesn’t have time to fly all over the country and appear at store openings.

Danny doesn’t mind wearing Rip and Shred gear whenever he’s boarding (either in practice or in competitions) but he really doesn’t want to have to wear the street clothes – ever.  He thinks the t-shirts are pretty ugly and he definitely doesn’t like the shoes.  If Rip and Shred wants to make him wear their street clothes, he’s tempted to take his rising stardom elsewhere and find another sponsor.

The Endorsement Deal:

Confidential Information Alfred Ice and Rip and Shred attorneys

Payment:  Rip and Shred really doesn’t want to pay Danny anymore than $150,000 per year, plus free gear.  However, they are willing to go up to $300,000 per year, plus free gear, to get Danny on board, if the contract is for a minimum of two years.  If the contract is for less than two years, they will not pay any more than $175,000, plus free gear.
It is very, very important to Alfred that Danny wear an entire Rip and Shred outfit while he’s boarding – that includes boots, jacket, pants, helmet, gloves and board.  If Danny won’t agree to wear the entire Rip and Shred line while boarding, it’s possible that Alfred will want to look for other options for his endorsement deal.  
Alfred also really wants Danny to wear a Rip and Shred “street” outfit whenever he’s at a ski resort or event.  Alfred is willing to compromise on the street wear, as a last resort, but does not want Danny to wear the street clothes of any competing snowboard gear company (i.e. he can wear a “Nike” shirt but not a “Hard Core Sno” shirt).
Alfred wants Danny to be in all the upcoming print ads for Rip and Shred.  Additionally, he would like him to appear for at least one of the upcoming store openings.  He knows that Danny is busy and might not be able to appear at all of the openings, but he would like a commitment of one opening each six months.

The Rip and Shred executives know that Danny is a teenager and that teenagers sometimes do stupid things.  They really want a clause in the contract requires “good conduct” from Danny while he is wearing Rip and Shred clothing or at a snowboard event.  In the event that Danny breaks this clause, Rip and Shred would be able to drop him as a spokesperson with no penalty.
Negotiations Scenario #2:

The Baby Pictures
Basic Scenario: 

John Ross and Charlotte Ryan are two of the world’s hottest celebrities and they have just had a bouncing baby girl, Peach.  Every tabloid in America is clamoring for pictures of the new family.  John and Charlotte decide to capitalize on the birth of their beautiful baby and sell their family pictures to a nationally known magazine, Live Weekly.  John and Charlotte have contacted Erin Pulitzer, the editor of Live to discuss a deal to publish pictures of Peach and also some of the entire family.  In return for a hefty sum, Live will be the first magazine to publish pictures of Peach, who is now one month old.
About the Players:

John Ross and Charlotte Ryan:  John started his career as a singer in the boy band, The Boys Next Door.  However, when the band broke up in 2001, he went on to a successful career as a model for Calvin Klein underwear.  Charlotte has been starring in the wildly popular soap opera “All my Husbands” for the past 15 years.  She has also made two movies that grossed more than $800 million a piece, however, her last movie was a flop.  John and Charlotte have been married for two years.  Until Charlotte got pregnant, the tabloids were filled with stories about an impending divorce.  However, the divorce never occurred and the family now seems happier than ever.

Live Weekly:  Live has been America’s #1 tabloid for the past 10 years.  It claims that it only runs true gossip, and has the best paparazzi photographers around.  Erin Pulitzer, Live’s editor has been heading up the magazine for three years and prides herself on building good relationships with the celebrities that she covers.  

At Issue:

- How much will John and Charlotte be paid for the photographs?
- How many photographs will appear in Live?

- Who will take the photographs?

- Who will select the photographs that will appear in the magazine?

- Who will own the photographs after they appear in the magazine?

- Will a story accompany the photographs?

- Will Live have any rights to future photographs of the family?

The Baby Pictures:

Confidential Information for John Ross, Charlotte Ryan and their attorneys

Payment:  You believe that the photographs of Peach are worth at least $500,000 per picture.  The absolute least you will accept from Live is $200,000 per picture.

You realize that all the tabloids would pay a pretty penny for the pictures of Peach.  However, you really want to sell them to Erin and Live because she was the only magazine editor not to publish a story about your “divorce” last year.  

You really want your favorite photographer, John Framboise, to take the pictures.  Further, it is essential that you be able to choose the pictures that run in Live.  If Erin insists on choosing the photographs, you might have no choice but to take your baby and your pictures elsewhere.

It is very important to you that a story accompany the photos.  You want the story to state how happy your family is and how untrue the divorce rumors were.  You also want to approve the story before it runs.
You don’t mind giving Live first option to any future photographs of Peach and your family.  However, you really want to retain the rights to any photos of Peach that run in the magazine.  You want to take the photographs, the negatives and any copies with you once they have run in the magazine.

The Baby Pictures:

Confidential Information for Erin Pulitzer and Live’s attorneys

Payment:  You really only want to pay $150,000 per picture.  The highest you will go is $300,000 per picture, but you will only pay that price if you get to keep the negatives of the photographs.

You have good inside info that a lot of tabloids aren’t really interested in the baby pictures.  Since the divorce scandal has passed, John and Charlotte aren’t hot items in the tabloids right now.

You strongly want to be able to choose the photographer and take the pictures at the Live Weekly photo studio.  You also want to be able to choose the pictures – rumor has it that Charlotte is having a lot of trouble losing her baby weight and you really want to try to find a picture of her looking chunky.

You think having a story run with the photos is a waste of precious space in your magazine.  There is really nothing to say about little Peach and people only want to see the pictures.  You are willing to run an “extended caption” that will take up one column of space, but nothing more than that.

It’s important to you to have exclusive rights to pictures of the family for at least one year.  You think that a divorce is still possible and you really want to be in on the drama.  If you can’t get these rights, you will settle for keeping the negatives of this shoot.

Negotiations Scenario #3:
The Major Leagues

Basic Scenario:

Erick Jamile has been in the MLB for the past 5 years.  He is widely regarded as one of the best hitters in the history of baseball and he is also a Golden Glove winning shortstop.  However, Erick has an attitude problem.  He has been suspended and fined for swearing at an opposing player, kicking dirt on a bat boy, throwing a helmet at an opposing coach and attempting to punch an umpire.  Erick has been on three teams in the past five years and is very hard for coaches to deal with.  Yet the general manager of the Seattle Mariners, Jeffrey Bestman, his willing to take a shot on him and they have entered negotiations for Erick to sign with the team.
The players:

Erick Jamile:  Erick is from Boston and grew up playing baseball in the working class neighborhood of “Southie.”  He was the top high school player in the country and led the country in homeruns, RBIs, on base percentage and fielding percentage.  He went on to play college baseball for one year at the University of Miami before being recruited to the major leagues.  Erick only spent one year on a farm team, again leading in homeruns and RBI’s.  He then spent one year with the Kansas City Royals, one year with the Minnesota Twins and two years at home playing for the Red Socks.  He would rather play for the Red Socks, but the coach has made it clear that he will no longer put up with Erick’s attitude.  Erick also has a history of “injuries” that keep him out of games.
Jeffrey Bestman and the Mariners:  Bestman has been managing the Mariners for 6 years.  He knows that the team needs a big hitter.  Bestman and head coach Mark Margrove have a reputation for working hard on players who need a little “TLC” in terms of attitude or outlook.  Bestman’s main problem is the Mariners’ record.  Last season, the Mariners had the worst record in the league and they haven’t made the playoffs for four consecutive seasons.
At Issue:

- How much will Erick be paid?

- What is the duration of the contract?

- Will Erick be required to play in a certain number of games?

- What are the requirements for behavior on the field?

- Are there restrictions on Erick’s behavior off the field?

- What position(s) will Erick play?

- Will Erick be eligible for performance bonuses?

The Major Leagues:

Confidential Information for Erick Jamile and his attorney

Payment: You feel that your superior skills call for a contract of at least $15 million per year.  At a minimum, the Mariners must pay you $10 million per year or you will take your bat and your golden glove elsewhere.

You would prefer a contract for two years or less.  Although you appreciate the chance that the Mariners are giving you, you just want to get a couple of years without any “incidents” then move on to a better team.
You are very worried about staying healthy and having a long career.  If your arm gets sore or you feel an injury coming on, you really want to be able to take it easy for a few days.  A required number of games wouldn’t be good for you.

Although you are going to try very hard to control your temper, you know that it’s going to be hard.  You really don’t want any provisions in the contract requiring you to behave in a certain manner.  You feel that such restrictions will limit your abilities to play with passion and therefore limit your abilities to achieve.

You would like to have performance bonuses for setting major league records and also for awards won (RBI award, homerun award, Golden Glove, etc).  Preferably, you would like $500,000 per record set and $500,000 per award, but you are willing to negotiate. 

Under no circumstances will you play any position but shortstop and your contract should include a clause that states you are exclusively a shortstop.

The Major Leagues:

Confidential Information for Jeffrey Bestman and the Mariners attorney

Payment:  You don’t want to pay Erick any more than $8 million per year.  You know you are really need his bat so you are willing to pay up to $12 million per year.

You would like the contract to be for a minimum of four years.  You know that Erick has great potential and you want to use him as a cornerstone to build your new and improved team.  Likewise, it’s important to you that Erick play at least 80% of the season’s games and would like that incorporated into the contract.

Erick’s temper could be a major problem for you and the team.  However, his playing ability is really what interests you right no and you are willing to give him a little leeway in the behavior department if he plays up to standards.

You are willing to give Erick small bonuses for records and awards but want each bonus to be no more than $100,000.

The main issue that you feel Erick will have is that you want him to move from shortstop to second base.  Your current shortstop has been on the team for awhile now and you think he is the best one for the position.  You want a clause in the contract that states that Erick is willing to play any infield position. 
Negotiations Scenario #4:
The Prenup

Basic Scenario:

Luke Haute IV and Bunny Dandridge are madly in love and have a wedding planned for next year.  However, there is the small matter of a prenuptial agreement to work out.

The Players:

Luke Haute IV:  Luke is 20 years old and is the son of Luke Haute III, the owner and founder of MacroSoft, the world’s biggest computing company.  Luke has lived a privileged life and will inherit $20 billion when he turns 25.  Despite his gigantic fortune, Luke isn’t the sharpest tool in the shed and has spent much of his young adulthood partying in clubs from Tokyo to Miami.  He did not graduate high school but obtained a GED when he was 19.  
Bunny Dandridge:  Bunny is an 18 year old heiress who considers herself an actress.  She has appeared in 9 made-for-TV movies and one direct to DVD release.  However, she still has hope that she will one day win an Oscar.  Bunny’s father was the founder of the popular fast food chain Chicken Ranch.  Sadly, his love of fried chicken has left him with a weak heart and he is in very fragile health – he has already had four heart attacks.  He is a multi-billionaire and everyone expects Bunny to inherit his entire fortune upon his death.

At Issue:

- How will the couple’s money be divided while they are married?

- What responsibilities will each person have to the other in the case of financial difficulties during the marriage?

- What will happen to each party’s money if there is a divorce?

- Are there provisions for fault in the case of a divorce?

- What happens if one of the parties cheats?  

- What happens if the couple has children? 
The Prenup:
Confidential Information for Luke Haute IV and his attorney

You really want to each keep your own money separate while you are married.  Bunny spends her money, you spend yours.  You have some, um, habits, that you’d rather her not find out about and keeping separate bank accounts seem like the best way to keep your secrets away from your new bride.

If Bunny suddenly goes broke while you are married (but you really can’t see how that will happen) you are willing to give her a small allowance, perhaps $5000 a week.  However, you are unwilling to give her free reign over your bank account.

If you and Bunny would happen to get divorced, you do not want her to be able to touch any of your money.  Further, you absolutely refuse to pay any sort of spousal support to her in the case of a divorce.  If you’re going to have to pay her forever, you’d rather not get married at all.

If Bunny cheats on you, you want her to pay you.  At least $3 million.

Finally, if you and Bunny should have children and get divorced, you are willing to pay whatever is required for the children’s well-being, as long as there are provisions in place that make sure Bunny can’t get the money that is set up for the children.

The Prenup:

Confidential Information for Bunny Dandridge and her attorney

You have a pretty big secret.  Even though your Dad is very wealthy, he’s also kind of mean.  He’s told you that if you don’t stop making terrible movies, that he will cut you out of his will and stop supporting you financially.  However, you love acting and have no plans to quit.  You’re very afraid that your upcoming film, “Deep Space Rodents Attack Earth VII” will fall under his idea of a “terrible movie.”

With that in mind, you’d like to be able to combine your money with Luke’s after you get married.  One single, marital bank account will work out best for you.  At a minimum, you would like a $15,000 per week allowance from Luke.  You have expensive tastes.

In the case of a divorce, you want at least half of the money Luke has made while you are married.  With the vast increase of MacroSoft stock, you know that he makes about $1 billion per year, so this should be a substantial sum.  Anything he had before you were married, you don’t mind if he keeps.
You also want Luke to be required to keep up your “allowance” in the case of a divorce, in addition to supporting any children that you might have.

If Luke cheats on you, you want half of his entire fortune.
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