Contract/Attorney Approval Contingency/Bad Faith: Buyer and seller signed a contract that was contingent upon attorney approval. Purchaser’s attorney disapproved and seller placed the property back on the market (property sold after 3 years and at a loss of over 100K).  Seller brought suit against Buyer for breach of contract and deposed purchaser’s attorney. The evidence revealed that purchaser simply changed its mind about the property and instructed the attorney to tender the disapproval. The Supreme Court ruled in favor of seller after a bench trial and the Appellate Division sustained. The Courts reasoned that a decision to reject a contract pursuant to an attorney approval clause cannot be made in bad faith. However, the Court of Appeals reversed. First, the Court looked at the plain language of the contract and did not find “bad faith” limiting language. The Court then explained that a “bad faith” limitation would subject attorney disapprovals (as every disgruntled party would sue) to varying applications of “equity” thereby introducing indefinite standards into the clause where objectivity and predictability would otherwise prevail. Further, as each instance would necessarily hinge on questions of fact, the attendant discovery would invade the attorney-client relationship and constrain the exchange of information between attorney and client. The Court favored a plain reading of the contract and stated that, without limiting language in the contract, the disapproval could be made with or without any explanation. Moran v Erk, 2008 NY Slip Op 09255, Court of Appeals, November 25, 2008   
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