June 16, 2020
Litigation Issues Concerning the Phased-In Plan to
Re-Open New York
3:00 to 4:00 PM

a. Settlement of Matters - what to expect
1. Who to initiate a possible settlement in LLT matters, commercial leases
2. Looking to commercial (v residential) leases
3. Ambiguity interpreted as against the Drafter

b. New Law re Personal Guaranties in NYC

c. Hoylman Act - no warrants during Covid, only money judgments

d. Tenant Default during Covid as a trigger re default and no renewal option in Lease
(litigation involving this)

1. Tenants might need the protection of a written agreement of deferral of rent

e. Landlord's Modification of it's Lease - and it's implications w Lenders, etc.
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IMPOSSIBILITY OF PERFORMANCE

A

Town of N. Hempstead v Pub. Serv. Corp. of Long Is., 107 Misc 19 [Sup Ct

1919], affd, 192 AD 924 [2d Dept 1920]

2020].

1. FACTS: Defendant violated contract concerning operations of gas lines
arguing that as a result of WWI, it has been unable and is still unable to get
sufficient material and labor to lay an additional three miles of pipe.

2. LAW: Performance must be rendered impossible by the act of God, the
law, or the other party

3. HOLDING: Increase of difficulty, expense, and time in securing pipe
resulting from WW1 is not deemed “impossible”.

4. DICTUM: A law prohibiting purchase pipe would have deemed the
contract illegal, thus, the defendant would have been excused from performance.

Port Aux Quilles Lbr. Co. v Meigs Pulp Wood Co., 204 AD 541 [1st Dept 1923].

1. FACTS: Defendant violated contract concerning delivery of wood due to
drought.
2. LAW: In addition that performance was rendered impossible by act of

God, it must shown that the thing contracted to be done cannot by any means be
performed.

3. HOLDING: Defendant violated the contract since the logs did not have to
come from any particular tract, or any particular part of Canada.

Lantino v Clay LLC, 1:18-CV-12247 (SDA), 2020 WL 2239957 [SDNY May 8,

1. FACTS: Defendant gym entered into settlement agreement with plaintiff
employees concerning payroll issues. In April 2020, employees requested
judgment for breach of the gym’s settlement agreement.

2. ISSUE: Is the gym excused from performance upon the doctrine of
impossibility because of its inability to pay resulting from the COVID-19
pandemic and Governor Cuomo’s PAUSE Executive Order.

3. LAW: Where impossibility or difficulty of performance is occasioned
only by financial difficulty or economic hardship, even to the extent of insolvency
or bankruptcy, performance of a contract is not excused.

4. HOLDING: Court entered judgment against the gym for $923,913.51.



FRUSTRATION OF PURPOSE

A

Rockland Dev. Assoc. v Richlou Auto Body, Inc., 173 AD2d 690 [2d Dept 1991]

1. FACTS: Plaintiff landlord signed a lease agreement with a competitor of
defendant tenant causing defendant tenant to go out of business.

2. ISSUE: Is defendant tenant’s performance under the lease excused
because it could not compete with other tenant?

3. LAW: The doctrine of frustration of purpose does not apply unless the
frustration is substantial. It is not enough that the transaction has become less
profitable for the affected party or even that he will sustain a loss.

4. HOLDING: Since defendant tenant merely alleges that he has sustained a
loss, the doctrine of frustration of purpose is inapplicable.

Jack Kelly Partners LLC v Zegelstein, 140 AD3d 79 [1st Dept 2016]

1. FACTS: Lease stated that tenant shall use demised premises for general
offices of an executive recruiting firm. Certificate of occupancy for the building
required that it only be used for residential purposes.

2. ISSUE: Should the lease be terminated on the ground of frustration of
purpose?

3. LAW: The frustrated purpose must be so completely the basis of the
contract that, as both parties understood, without it, the transaction would have
made little sense.

4. HOLDING: “[W]ithout the ability to use the premises as an office, the
transaction would have made no sense, and the inability to lawfully use the
premises in that manner combined with defendants' alleged failure and refusal to
correct the CO constitutes a frustration of purpose entitling plaintiff to terminate
the lease.”
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107 Misc. 19, 176 N.Y.S. 621

TOWN OF NORTH HEMPSTEAD, Plaintiff,
V.
PUBLIC SERVICE CORPORATION
OF LONG ISLAND, Defendant.

Supreme Court, Nassau Special Term.
April, 1919.

CITE TITLE AS: Town of N. Hempstead
v Public Serv. Corp. of Long Is.

*19 Franchise

Acceptance of --- Contracts --- Gas companies ---
Highways --- Control of material by war industries board
not a good defense --- Liquidated damages

A franchise to lay, maintain and operate gas mains along the
public highways of a town and in public places therein, when
accepted, becomes a contract between the parties and is to be
construed and governed by the general principles regulating
contracts.

Conditions either precedent or subsequent which regulate,
limit or control the exercise of a franchise, if reasonable
and not prohibitive, may properly be exacted and their
performance becomes obligatory upon the grantee of the
franchise as a contractual obligation.

In an action by the town to recover liquidated damages
for the non-performance by defendant of certain terms and
conditions contained in its franchise, it is no defense that
performance of said conditions was rendered impossible
because by the official action of the war industries board,
in controlling iron and steel production and the utilization
thereof primarily for war purposes, defendant was and still is
unable to get sufficient material and labor to lay an additional
three miles of pipe or any part thereof along or through certain
streets of the town.

The rules and regulations of the war industries board, while
greatly increasing the difficulty and expense of securing pipe,
did not excuse performance on the part of the defendant;
the emergency thus created stands in no other or different
category than if produced by any other cause or unforeseen

contingency against which provision might have been made
in the franchise.

The exceptions to the general rule that performance of a
contract is excused when rendered impossible by the act of
‘the law* considered, and &eld, that the present case did not
come within any of said exceptions, and that as the conditions
of the franchise had not been rendered physically impossible,
*20 nor forbidden nor characterized as illegal by any act
of ‘the law,* plaintiff was entitled to judgment against the
defendant for the full amount claimed, with interest and costs.

ACTION to recover liquidated damages for the non-
performance of a contract.

Dowsey, Parsons & Berliner, for plaintiff.
Caldwell & Murphy, for defendant.

ASPINALL, J.

This is an action brought by the plaintiff against the defendant
to recover the sum of $1,000, as liquidated damages for the
non-performance, upon the part of the defendant, of certain
terms and conditions contained in a contract dated June 17,
1912, whereby the town of North Hempstead granted to
the defendant the right to operate gas mains along public
highways and in public places in said town.

The defendant in its amended answer interposed four separate
and distinct defenses to said action.

At the close of the trial, counsel for the plaintiff moved to
strike out all of the evidence introduced under paragraph
8 of the defendant's amended answer, which constituted its
third separate defense, upon the ground that the same was
incompetent, irrelevant and immaterial. The third separate
defense reads as follows: ‘That on or about the 6th day of
April, 1917, the United States of America duly declared a
state of war existing between the Imperial Government of
Germany and the United States; and on December 7, 1917,
declared a state of war existing between the United States
and Austria, and the Government of the United States, after
April 6th, 1917, took control and supervision of and over,
and still has control and supervision of and over the steel
*21 and pipe distribution and industries of the United States
and created a Priorities Board and a War Industries Board,
and these Boards made no provision for the purchase of pipe
to lay the same in the Town of North Hempstead, and that
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without such a provision no such pipe is to be procured by this

defendant for laying in the Town of North Hempstead, and
the plaintiff made no application to said Priorities Board or
to the War Industries Board for a priority order, although the
plaintiff well knew or should have known that the rules of the
Government required them to make such an application, and
because of that condition and others, this defendant has been
unable and is still unable to get sufficient material and labor
to lay an additional three miles of pipe or any part thereof,
along or through Bayview Avenue to the end of Travers Lane
in the Town of North Hempstead or any part thereof.

I am of the opinion that the evidence so introduced is
incompetent, irrelevant and immaterial, and that the defendant
cannot successfully avail itself of this third specific defense;
but in order that the entire controversy may be decided
upon the merits, [ deny the plaintiff's motion to strike out
said evidence. Upon this proposition, I have the following
comment to make: The defendant wholly failed to prove its
defense as set forth in paragraph 8 of the amended answer
and, even if it had proved the same, it would not have been a
bar to this action, under the authorities.

The privilege conferred upon the defendant to lay, maintain
and operate its gas mains and pipes along and through the
public highways of the town of North Hempstead constitutes
a franchise which emanates from the sovereign power through
the exercise of lawfully delegated powers ( *22 Beekman v.

Third Ave. R. R. Co., 153 N. Y. 144, 152; California v.
Pacific Railroad Co., 127 U. S. 1, 40), and the rights and
privileges so conferred by the sovereign power and called
a franchise, when accepted, becomes a contract between
the sovereign power and the individual, to be construed
and governed by the same principles regulating contracts
generally, and which is as obligatory upon the parties as any
other contract. Trustees of Southampton v. Jessup, 162 N.
Y. 122, 126; People v. O'Brien, 111 id. 1, 49; Thompson v.
People ex rel. Taylor, 23 Wend. 537, 552, 553, 554, 573, 579;

Brooklyn Central R. R.
Barb. 358, 364.

Co. v. Brooklyn City R. R. Co., 32

Since a franchise confers rights, privileges and powers of
public concern, not within the domain of individual rights,
the granting of the same may be, and usually is accompanied
by conditions, either precedent or subsequent, which regulate,
limit or control the exercise of the rights and privileges
so conferred. Such conditions, if reasonable in character

and not prohibited, may properly be exacted and, if the
acceptance of a franchise with the accompanying conditions
constitutes a contract, the performance of the conditions
becomes obligatory upon the grantee of the franchise as a
contractual obligation. It stands in the same category as any
provision in any other contract which one of the parties has
agreed to perform. People ex rel. West Side Street Railway

Co. v. Barnard, 110N.Y. 548, 553,557,  Gaedeke v. Staten
Island Midland R. R. Co., 43 App. Div. 514, 528; Joyce
Franchises, § 342; Wilson v. Tennent, 32 Misc. Rep. 273, 278;
Interstate Railway Co. v. Massachusetts, 207 U. S. 79, 84.

The contract made between the plaintiff and the defendant
contained certain terms and conditions for the non-
performance of which this action has been *23 instituted
and, as an excuse for such non-performance, the defendant
interposed as one of its defenses the impossibility of
performance, as specified and contained in its third separate
defense, which in my judgment cannot possibly defeat the
plaintiff's claim, for the following reasons:

The provisions of a franchise are to be considered as any
other contractual provisions in a contract between individuals.
The leading case upon this proposition, and the one most
often quoted, is Paradine v. Jane, Alleyn, 26, quoted in The

Harriman, 76 U. S. (9 Wall.) 161, 172.

The rule is well stated in a New York case, as follows: ‘If a
party enter into an absolute contract without any qualification
or exception, and receives from the party with whom he
contracts the consideration of such engagement, he must
abide by the contract, and either do the act or pay the
damages.‘ Beebe v. Johnson, 19 Wend. 499, 500, and it has
also been held in the United States courts, as follows: ‘It is a
well-settled rule of law, that if a party by his contract charge
himself with an obligation possible to be performed, he must
make it good, unless its performance is rendered impossible
by the act of God, the law, or the other party. Unforeseen

difficulties, however great, will not excuse him. | Dermott
v. Jones, 69 U. S. (2 Wall.) 1, 7, and in a later New York
case the rule is also reiterated as follows: ‘While as a general
rule, where the performance of a duty created by law is
prevented by inevitable accident, without the fault of a party,
the default will be excused, yet when a person by express
contract engages absolutely to do an act not impossible or
unlawful at the time, neither inevitable accident, nor other
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unforeseen contingency not within his control, will excuse

him, for the reason that he might have provided against them
*24 by his contract. Wheeler v. Connecticut Mutual Life
Insurance Co., 82 N. Y. 549, 550. This also is the rule as
stated in the following cases: Cameron-Hawn Realty Co. v.

City of Albany, 207 N. Y. 377, 381; | Jones v. United States,

96 U. S. 24, 29; ' Harmony v. Bingham, 12 N. Y. 99, 107;

Carnegie Steel Co. v. United States, 240 U. S. 156, 165;
Jacksonville M. P. Railway & Navg. Co. v. Hooper, 160 id.
514, 527; Richards & Co., Inc., v. Wreschner, 174 App. Div.
484; Cobb v. Harmon, 23 N. Y. 148, 150.

I am clearly of the opinion that this action is in all respects
within the general rule as laid down in the above quoted
authorities.

I'am well aware that there are several exceptions to the general
rule as previously stated, but the principal exception is usually
couched in the following language: ‘Unless its performance
is rendered impossible by the Act of God, the law or the other
party.c Labaree Co. v. Crossman, 100 App. Div. 499, 502.

The contention of the defendant is that by reason of the
activities of the war industries board of the council of national
defense in controlling iron and steel production and the
utilization thereof primarily for war purposes, performance
of the provision of the franchise in question was rendered
impossible by act of ‘the law‘ within the meaning of the
above quoted exception to the general rule. In my opinion the
defendant is mistaken in this respect. The exception relating
to performance rendered impossible by act of the law seems to
be confined to cases where some duly authorized legal action,
or some process of law, has made performance physically
impossible, as in the case of People v. Bartlett, 3 Hill, 570,
or where the impossibility results from the destruction of the

corpus or thing by act of the law, as in *25 Lorillard
v. Clyde, 142 N. Y. 456; or, generally, where the law either
directly or indirectly, by legislative enactment or by some
court action, in effect abrogates the contract, or excuses
performance, or prevents, prohibits, or renders illegal the
performance of the act contracted to be performed. People v.
Globe Mutual Life Ins. Co., 91 N. Y. 174, 178; Buffalo E. S.
R. R. Co. v. Buffalo Street R. R. Co., 111 id. 132, 139; Jones
v. Judd, 4 id. 411; Brick Presbyterian Church v. New York, 5
Cow. 538. I am fully satisfied that the present case does not
come within any of the exceptions to the general rule. The

purpose of the council of national defense was, briefly stated,
to secure the ‘Co-ordination of industries and resources for
the national security and welfare.® Fed. Stat. Anno., 1918
Supp. 975.

It may be conceded that the rules and regulations of the war
industries board greatly increased the difficulty, and probably
the expense, of securing pipe, but the difficulty so created
stands in no other or different category than if created by
any other cause or unforeseen contingency, such as scarcity
of labor, strikes, increased taxation or demands in excess of
the supply. The controlling consideration is that neither the
acquisition nor the use of the pipe for the purpose of fulfilling
the obligation assumed by the defendant was forbidden or
rendered illegal by any act of ‘the law.® Official action
increased the difficulty of performance but imposed thereon
no taint of illegality, and I am of the opinion that none of the
cases hold that performance is excused by such a situation as
is disclosed in this case. On the contrary, it has been held that
increased difficulty and expense of performance, occasioned
by a law enacted after the execution of a contract, never
excuses performance. Baker v. Johnson, 42 N. Y. 126, 131.

*26 Whether or not an application for a priority order,
if made, would have been granted or refused, or whether
or not the rules and regulations at any particular time did
or did not specifically provide for a priority order in such
a case as this, are considerations beside the question. The
important fact is that the power to grant such an order was at
all times in the priorities board or the war industries board.
Such action was not prohibited nor rendered illegal. If, in the
exercise of a wise precaution, the defendant had previously
acquired a surplus supply of pipe, the use thereof was never
prohibited nor rendered illegal. Neither was the acquisition of
pipe from private sources ever prohibited nor declared illegal.
The performance of the requirements of the franchise was,
therefore, never rendered impossible by any act of ‘the law*
within the meaning of the exception to the general rule.

The most that can be said is that the defendant was
confronted by unforeseen contingencies against which it
might have provided in the contract. Not having done so, it
is liable because performance, while possibly rendered more
difficult and expensive by the unforeseen contingency, has
not been rendered physically impossible, nor forbidden or

characterized as illegal by any act of ‘the law.* o Mawhinney

v. Millbrook Woolen Mills, 105 Misc. Rep. 99.
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.. .. the defendant for the full amount claimed, with interest and
In my opinion the remaining separate defenses have not been

sustained by the defendant, and I therefore find that the
plaintiff, upon the whole case, is entitled to judgment against

costs.
Judgment accordingly.

Copr. (C) 2020, Secretary of State, State of New York

End of Document © 2020 Thomson Reuters. No claim to original U.S. Government Works.
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PORT AUX QUILLES LUMBER
CO., INC., Respondent,
v.
MEIGS PULP WOOD COMPANY, INC., Appellant.

Supreme Court of New York,
Appellate Division, First Department.
March 2, 1923.

CITE TITLE AS: Port Aux Quilles Lbr.
Co., Inc. v Meigs Pulp Wood Co., Inc.

*541 Sales

Action to recover balance due on partial delivery of rossed
pulp wood ---Contract provided that neither party should
be liable for failure to perform which was caused by
floods, strikes, acts of God, etc. ---Plaintiff's plant was
operated in part by water power --- If act of God rendered
performance impossible, duty to perform did not revive
on termination of conditions --- Unusual drought where
plaintiff's plant was located was act of God --- Though
drought was act of God, plaintiff was not relieved if
contract could be otherwise performed --- Error to reject
evidence by defendant that plaintiff could have purchased
wood elsewhere to fulfill contract --- Error to instruct jury
to disregard other means of performance

In an action to recover the balance due on a partial delivery
of rossed pulp wood, it appeared that the contract of sale
provided that neither party should be held responsible for
damages caused by delay or failure to perform, if such delay
or failure was due to fires, strikes, floods, acts of God, legal
acts of the public authorities or delays caused by public
carriers which could not reasonably be provided against; that
plaintiff's mill was operated, in part, by water power, and
that during the summer while the contract was in course
of performance there occurred an unusual and extraordinary
drought in the section of the country where plaintiff's mill was
located, which deprived it of the necessary water power to
operate its plant.

Held, that if an act of God prevented the performance of
the contract within the time specified therein, the plaintiff

was relieved of its obligations entirely, and those obligations
did not revive at the close of the existence of conditions
attributable to an act of God, which was not until the time
specified in the contract for delivery had terminated, and
require the plaintiff to complete the contract.

*542 An unprecedented and long-continued drought is an
act of God on the same theory that an unusual supply of water
called a flood is within that category.

But, assuming that there was a drought as found by the jury,
and that such drought was an act of God, the plaintiff cannot
be relieved from the performance of its obligations unless it
is shown that it was impossible for it to fulfill its contract in
any other manner than that contemplated by the contract.
The contract did not require that the plaintiff should be limited
in its fulfillment to the use of wood prepared at its plant, and,
therefore, it was error for the court to reject evidence to the
effect that the plaintiff might have purchased wood from other
sources and performed its contract.

It was error also to instruct the jury to disregard the possibility
of other means of performance of the contract by the plaintiff,
either by the installation of modern machinery in its plant or, if
that were impracticable, by procuring the wood from another
source through purchase.

APPEAL by the defendant, Meigs Pulp Wood Company, Inc.,
from a judgment of the Supreme Court in favor of the plaintiff,
entered in the office of the clerk of the county of New York on
the 1st day of December, 1921, upon the verdict of a jury, and
also from an order entered in said clerk's office on the same
day denying defendant's motion for a new trial made upon the
minutes.

Sparks, Fuller & Stricker [Leonard J. Reynolds of counsel,
Frederick W. Sparks with him on the brief], for the appellant.
Elkus, Gleason, Vogel & Proskauer [Joseph M. Proskauer of
counsel; Wesley S. Sawyer and Frank L. Weil with him on the
brief], for the respondent.

MCAVOY, J.:

The contract sued upon obligates seller to deliver to the buyer,
and the buyer to accept, seven to eight thousand cords of four-
foot machine rossed pulpwood; the wood was to be delivered
piled in tiers on boats of the buyer or those of the Cornwall
Terminal Company in Oswego; deliveries to begin on August
1, 1919, and to continue in as nearly equal monthly quantities
as possible until the entire quantity should be delivered, with
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the understanding that all wood sold should be delivered to

the buyer on or before November 1, 1919. The process of
rossing is the cutting away from the pulpwood the bark, knots
and dirt thereof. The plaintiff did deliver to defendant prior to
October 30, 1919, 1,043.9 cords of pulpwood at the contract
price of $19.50 a cord, and in January, 1920, defendant paid
plaintiff $5,000 on account of the wood that was delivered,
and the balance of $15,365.05 is the sum for which the
plaintiff brought suit, claiming as hereinafter outlined, that
the delivery of the balance of the pulpwood provided for in
the contract was excused by the inclusion of this clause in the
contract: ‘8.--It is mutually understood and agreed that neither
party hereto shall be held responsible for damages caused by
delay *543 or failure to perform hereunder when such delay
or failure is due to fires, strikes, floods, acts of God, legal acts
of the public authorities or delays of [sic] defaults by public
carriers which cannot reasonably be forecasted or provided
against.

We are to consider whether article 8 relieved the plaintiff from
its obligation by reason of the condition which the evidence
shows and which was found by the jury existed at plaintiff's
plant during August, September and October preceding the
date of fulfillment of the contract.

The appellant asserts that the nature of the conditions which
prevailed at plaintiff's plant during the period in question
did not call into play any of the provisions of this clause
of the contract, assuming that the contract can be entirely
avoided if such conditions did exist there. But from the proof
here, it might be found as a fact that there was such an
unusual and unprecedented drought in the vicinity of the
plaintiff's plant, which was partly operated by water power, as
made it impossible to carry out the contract at that particular
place, and if the product was under the contract solely for
manufacture, and within the contemplation of the parties to be
performed at that plant and the agreement for goods limited
to plaintiff's product machined thereat, the plaintiff would
be relieved of performance, provided that a drought of an
unusual nature is included within the term ‘an act of God,* and
that such act of God is not delimited by association with the
terms, ‘fires,‘ ‘strikes‘ and ‘floods, which it may be assumed
cannot reasonably be forecasted or provided against.

It is impossible to agree with the defendant that the seller is
only relieved by the clause quoted from a failure to deliver
the balance of the wood due under the agreement's terms

until such time thereafter as the duration of the act of God
persists and normal operations may be resumed. The context
does not permit of that interpretation. The gist of inquiry is
whether the failure to perform the balance of the contract by
delivery of the wood was excused by a drought, since drought
there was under the finding of the jury. That an unprecedented
and an unusually long-continued drought is an act of God,
on the same theory that an unusual supply of water called a
flood is within that category, cannot be denied. While a flood
and a drought are opposite conditions in effect, the one is
not exclusive in thought to the other; but each connotes an
act of God having to do with the frustration of an adventure
by rendering the tangible means of performance impotent
through a fortuitous interference with the water source or

supply.

But even assuming that there was a drought and that such

*544 drought was an act of God, it must in addition be shown
that the thing contracted to be done cannot by any means be
performed. (Cameron-Hawn Realty Co. v. City of Albany, 207
N. Y. 377; Krulewitch v. National Importing & Trading Co.,
Inc., 195 App. Div. 544.)

Hardship and expense or loss to the party required to perform
will not be considered, nor will the uselessness of the result
to the other be regarded. The act of God, as Mr. Justice
PAGE says in Woodruff v. Oleite Corporation (199 App.
Div. 773), is one ‘which exempts from liability* because it
‘operates without any aid or interference of man, and when
the loss occasioned is the result in any degree of human aid or
interference, or if an act of human negligence contributed to
the injury, or, though the injury proceed directly from natural
causes, if it might have been avoided by human prudence
and foresight, it cannot be considered the act of God.* It
seems obvious that even though this drought be an act of
God and this provision of the contract for exemption be not
limited to floods and may be abrogated entirely upon the
happening of an event in the nature of an act of God, other than
those mentioned specifically, nevertheless, it is not shown,
as the language of the contract recited that the catastrophe
which caused the failure to perform was not such as could
not have been provided against, in so far as this contract
was concerned, by the use of other means of manufacture or
production, or the procurement of the commodity to fulfill the
terms of the contract at some other place.
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It may be that in certain contracts their inherent nature shows
that it was contemplated by the parties when they were
made that their fulfillment would be dependent upon the
continuance or existence, at the time for performance, of
certain things or conditions essential to their execution. Then
in the event they cease, before default, to exist or continue,
and thereby performance becomes impossible without the
promisor's fault, the contractor is, by force of the implied
condition to which his contract is subject, relieved from
liability for the consequences of his failure to perform.

(" Harmony v. Bingham, 12 N. Y. 107; People v. Bartlett, 3

Hill, 570; | Dexter v. Norton, 47 N. Y. 62; Booth v. Spuyten
Duyvil Rolling Mill Co., 60 id. 491; Taylor v. Caldwell, 3 B.
& S. 826.)

But this contract cannot be so construed. Even plaintiff
pointed out to defendant where similar wood to supply the
deficit might be obtained, but did nothing to obtain it for
furnishing the means of its own performance.

The contract contains no provision that the logs should come
from any particular tract or any particular part of Canada,
although there is an indication that the wood should come
from Canada, *545 because there is provision therein that,

in the event that the seller should be required to comply with
the official requirements as to the export of pulpwood from
Canada, the buyer agrees to do such necessary things as will
conform thereto. Nor is the seller limited in the manner in
which the wood is to be obtained. The contemplation of the
parties is not evidenced as requiring this wood at all events to
be machined at plaintiff's plant. It must then have been error
to remove from the jury the question whether the plaintiff
might not have fulfilled the balance of the order by the
simple installation of modern machinery in its plant, or if that
were impracticable, whether it might not have procured the
commodity from another source through purchase elsewhere.

Such evidence was offered and rejected, and the jurors were
instructed to disregard the possibility of other means of
performance of the contract.

The judgment and order, therefore, should be reversed and a
new trial ordered, with costs to appellant to abide the event.

CLARKE, P. J., PAGE, MERRELL and FINCH, JJ., concur.
Judgment and order reversed and a new trial ordered, with
costs to appellant to abide the event.

Copr. (C) 2020, Secretary of State, State of New York

End of Document
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Cabello, on behalf of themselves and
all others similarly situated, Plaintiffs,
V.

CLAY LLC et al., Defendants.
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|
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Attorneys and Law Firms

Orit Goldring, The Goldring Firm, New York, NY, for
Plaintiffs.

Douglas Brian Lipsky, Sara Jacqueline Isaacson, Lipsky
Lowe LLP, New York, NY, for Defendants.

OPINION AND ORDER

STEWART D. AARON, UNITED STATES MAGISTRATE
JUDGE:

*] Pending before the Court is a motion by Plaintiffs
Michael Lantino (“Lantino”) and Joanne Cabello (“Cabello™)
(collectively, “Plaintiffs”) for entry of a Consent Judgment
against Defendants The Gym at Greenwich, LLC; The
Gym at Port Chester, Inc.; and The Gym at Union Square,
Inc. (collectively, the “Corporate Gym Defendants™), as
well as individual Defendants Seth Hirschel (“Hirschel”),
Stefan Malter (“Malter”’) and Barnet Liberman (“Liberman’)
(collectively, the “Individual Defendants™). (P1. 4/29/20 Not.
of Mot., ECF No. 98.) Defendants resist entry of the
Consent Judgment, claiming that their performance under the
Settlement Agreement that permits entry of the Judgment
was rendered impossible by the COVID-19 pandemic and
the resultant “New York State on PAUSE” Executive Order
signed by New York Governor Andrew M. Cuomo that
became effective on March 22, 2020 (the “PAUSE Executive
Order”™).

For the reasons set forth below, Plaintiffs’ motion is
GRANTED.

BACKGROUND

This case, which was commenced on December 27, 2018,
alleged violations of the Fair Labor Standards Act (“FLSA”)

and the New York Labor Law. ' (Compl. § 1.) Plaintiffs
asserted that the Corporate Gym Defendants and the
Individual Defendants routinely and knowingly operated
their fitness businesses without sufficient funds to cover
employee payroll. (See id. ] 49-57.) They alleged that
Defendants routinely paid their employees later than their
regularly scheduled pay date and, on many occasions, because
the corporate bank account was not sufficiently funded,
employees’ paychecks would bounce, leaving employees
with no timely payment of wages and a bounced check fee.
(See id.) They also alleged that at some point Defendants
altogether stopped paying their employees for their time
worked. (See id. 91 44-48.)

After the Complaint was filed by Lantino and Cabello, 38
other employees filed Consents to Sue in order to opt-in
as Plaintiffs to assert FLSA claims against Defendants, and
Plaintiffs filed a motion for conditional certification, pursuant

to | 29 US.C. § 216(b). (PL. 6/19/19 Not. of Mot., ECF
No. 70.) While this motion was pending, the parties appeared
before me for a settlement conference on September 9, 2019
and reached a settlement in principle.

On September 9, 2019, an Order was issued on the parties’

consent, pursuant to 28 U.S.C. § 636(c), referring all
proceedings in this case to me, including the entry of
judgment. (Order of Reference, ECF No. 84.) On October
3, 2019, Plaintiffs submitted a letter to me with regard
to the fairness of the proposed settlement, along with the
proposed Settlement Agreement (which had not yet been
fully executed). (PL. 10/3/19 Ltr., ECF No. 90.) In their
letter, Plaintiffs explained that, although they had calculated
the total damages for the named and opt-in Plaintiffs to be
$3,686,515.98, they had agreed to a total settlement fund in
the amount of $300,000.00, to be paid out over 25 months,
but, in the event of a default, the settlement amount would be
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increased to $1,000,000.00, pursuant to a Consent Judgment.
(ld. at 1-2.)

*2 On October 4, 2019, the Court entered an Order
preliminarily approving the settlement, stating that final
approval must await submission of a fully executed
Settlement Agreement. (10/4/19 Order, ECF No. 91.) On
November 5, 2019, the Settlement Agreement was filed with
the Court, executed by the 40 Plaintiffs and opt-in Plaintiffs,
as well as the Corporate Gym Defendants and Individual
Defendants. (Settl. Agmt., ECF No. 92.)

The Settlement Agreement provides that Defendants shall pay
the $300,000.00 Settlement Amount by an initial payment
of $50,000.00, plus monthly installments of $8,695.65 (less
applicable withholdings) for 23 months. (Settl. Agmt. at
2.) The Settlement Agreement has annexed to it a form
of Consent Judgment executed by the Corporate Gym
Defendants and the Individual Defendants. (Settl. Agmt. Ex.
A, ECF No. 92, at 50 to 53 of 57.) In the event of default
in payments under the Settlement Agreement, the Consent
Judgment provides for the entry of judgment in the amount of
$1,000,000.00, less any payments previously made. (See id.)
The Settlement Agreement states that, if Defendants are in
default, “Plaintiffs’ Counsel may enter the Consent Judgment,
without further notice.” (Settl. Agmt. at 3.)

On April 17, 2020, Plaintiffs filed their form of Consent
Judgment without any supporting letter or motion. (Consent
Order, ECF No. 94.) On April 20, 2020, Defendants filed
a letter requesting a conference regarding the Consent
Judgment “to address why Defendants did not make the
required settlement payment” (Def. 4/20/20 Ltr., ECF No.
95, at 1), and the Court scheduled a telephone conference
for April 28, 2020. (4/20/20 Order, ECF No. 96.) After the
April 28 conference, the Court entered an Order providing
that Plaintiffs were to file their motion for entry of the Consent
Judgment by April 29, 2020; that Defendants were to file their
opposition by May 6, 2020; and that Plaintiffs were to file any

reply by May 8§, 2020. 2 (4/28/20 Order, ECF No. 97.)

On April 29, 2020, Plaintiffs timely filed their motion
for entry of the Consent Judgment, which is the motion
presently pending before the Court. (See Pl. 4/29/20 Not.
of Mot.; Goldring Decl., ECF No. 99.) Plaintiffs submitted
evidentiary proof that Defendants had paid to date the sum

of $76,086.49,3 but that the Defendants were in default
under the Settlement Agreement. (See Goldring Decl. 9
10-12.) Plaintiffs thus seek entry of the Consent Judgment
in the amount of $923,913.51 (i.e., $1,000,000.00 less the
$76,086.49 previously paid). (See id. 9§ 14.)

*3 On May 6, 2020, Defendants filed their papers in
opposition to Plaintiffs’ motion. Their papers included an
opposition memorandum of law (Opp. Mem., ECF No. 103),
as well as Declarations from each of the three Individual
Defendants, i.e., Hirschel, Malter and Liberman, regarding
their financial condition. (Declarations, ECF Nos. 104-06.)
Defendants do not contest that they are in default under
the Settlement Agreement, but argue that their performance
should be excused based upon the doctrine of impossibility
because of their inability to pay, ostensibly as a result of
the COVID-19 pandemic and Governor Cuomo’s PAUSE
Executive Order. (See Opp. Mem. at 7-10.)

On May 7, 2020, Plaintiffs filed their reply. (Reply, ECF
No. 107.) In their reply, Plaintiffs note that the Individual
Defendants’ Declarations make no “mention of their net
worth, of their assets, of any trusts they control or are
beneficiaries of, [of] companies they control, or [of] assets of
companies they control.” (/d.)

LEGAL STANDARDS

“A settlement agreement is a contract that is interpreted

according to general principles of contract law.” | Omega
Eng'g, Inc. v. Omega, S.A., 432 F.3d 437, 443 (2d Cir. 2005)

(citations omitted). “[UJnder New York law, 4
(which is treated synonymously with impracticability) is

impossibility

a defense to a breach of contract action ‘only when ...
performance [is rendered] objectively impossible ... by an
unanticipated event that could not have been foreseen or
guarded against in the contract.” ” Axginc Corp. v. Plaza

Automall, Ltd., 759 F. App'x 26, 29 (2d Cir. 2018) (alteration

in original) (quoting | Kel Kim Corp. v. Cent. Mkts., Inc., 70
N.Y.2d 900, 902 (1987)).

“[TThe excuse of impossibility of performance is limited to
the destruction of the means of performance by an act of

God, vis major,[ 31 or by law.” | 407 E. 61st Garage,
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Inc. v. Savoy Fifth Ave. Corp., 23 N.Y.2d 275, 281 (1968).
“Thus, where impossibility or difficulty of performance is
occasioned only by financial difficulty or economic hardship,
even to the extent of insolvency or bankruptcy, performance
of'a contract is not excused.” Id.; see also Ebert v. Holiday Inn,
628 F. App'x 21,23 (2d Cir. 2015) (“Economic hardship, even
to the extent of bankruptcy or insolvency, does not excuse
performance.”).

DISCUSSION

It is undisputed that Defendants are in default under the
Settlement Agreement. They failed to make a payment when
due under the Settlement Agreement after notice and an
opportunity to cure. (See Goldring Decl. q 12.) By the express
terms of the Settlement Agreement, Plaintiffs were entitled to
entry of the Consent Judgment without even providing notice
to the Defendants. (See Settl. Agmt. at 3.) At best, Defendants

have established financial difficulties arising out of the
COVID-19 pandemic and the PAUSE Executive Order that
adversely affected their ability to make the payments called
for under the Settlement Agreement. As such, Defendants’
performance under the Settlement Agreement is not excused.
See Ebert, 628 F. App'x at 23.

CONCLUSION

For the foregoing reasons, Plaintiffs’ motion is GRANTED.
The Court shall forthwith enter the Consent Judgment in the
amount of $923,913.51.

SO ORDERED.
All Citations

Slip Copy, 2020 WL 2239957

Footnotes

1 Although the Complaint purports to bring claims on behalf of a class of persons similarly situated, pursuant

to! Fed. R. Civ. P. 23 (see Compl., ECF No. 1, 11 34-42), no motion for

Rule 23 class certification was

filed prior to this case being settled, and it was settled as an FLSA collective action, and not on behalf of a

Rule 23 class. (See 10/4/19 Order, ECF No. 91.)

2 Defendants were granted a slight modification of the briefing schedule due to the personal circumstances
of one of the Individual Defendants, i.e., Malter. (5/4/20 Order, ECF No. 102.) The Court ordered that (1)
Defendants’ opposition was to be filed by May 6, 2020, as previously scheduled and that, thereafter, no later
than May 7, 2020, Malter could file a declaration regarding his financial condition, as well as a supplemental
letter setting forth any additional arguments he wished to make, and (2) Plaintiffs reply was to be filed no
later than May 9, 2020, at 12 noon, but could be filed earlier. (See id.) As set forth below, Malter filed his
opposition declaration on May 6, 2020, and Plaintiffs filed their reply on May 7, 2020.

3 Plaintiffs offer two different figures as to the total amounts previously paid by Defendants. In paragraph 14
of the Goldring Declaration (see Goldring Decl. § 14), and Plaintiffs’ previously-submitted form of Consent
Judgment (see Consent Order at 2), Plaintiffs state that Defendants paid a total of $76,086.95. However, in
paragraph 10 of the Goldring Declaration, Plaintiffs state that Defendants paid a total of $76,086.49. (See
Goldring Decl. 1 10.) The total of the four payments made by Defendants, as set forth in subparagraphs 10(a)
through 10(d), is $76,086.49. Thus, the Court uses this lower amount to calculate the amount due under
the Consent Judgment. In addition, the Court notes that subparagraphs 10(c) and 10(d) erroneously refer to
certain payments having been made in calendar year 2019, when they in fact were made in 2020.

4 The Settlement Agreement provides that it is governed by New York law. (Settl. Agmt. at 5.)
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