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OP1 NI ON

This suit involves a conmercial | ease agreenent entered
into by Agmark Foods, Inc., Defendant-Appellant, with |deal
Products, Inc., Plaintiff-Appellee, for container chassis used in
transporting commodities and bul k products. Agnark contends that
t he Chancellor inproperly granted a summary judgnent in favor of

| deal .

Agmark transports comodities and bul k products, and
| deal | eases container chassis used in transporting conmodities
and products. On January 3, 1990, the two parties entered into a
five-year "Master Lease Agreenent,"” with Ideal agreeing to

provide Agmark with chassis to transport its products.

A provision in the | ease agreenent gave Agnark the

option to extend its contract beyond the five-year agreenent "at
arate of 1.5%of the then current fair market val ue per nonth,
per chassis." |In Septenber 1994, Pratt Enterprises, Inc., the
manuf acturer of the chassis, appraised the value of each chassis
to be approximately $13,250. Ideal provided Agmark with Pratt's
apprai sal of the chassis. Agmark thought that the appraisal was

excessively high and therefore, decided not to extend its |ease

agreement with Ideal. Agmark then returned the chassis to |deal



More than a year after Agmark had returned the chassis to |deal

| deal notified Agnmark that it needed to pay $44,598.18 in repairs
to the chassis. Wen Agmark refused to pay for the repairs,

Ideal initiated legal action. After a hearing on March 13, 1998,
the Trial Court granted a sunmary judgnment to lIdeal. Agnark now

appeal s that deci sion.

Agmark presents for our review four issues, which we
restate, that should have precluded the Trial Court's grant of

sumary j udgnent :

1. Whether Ideal's first materi al
breach of the equipnent | ease
precludes or limts its recovery
from Agmar k;

2. Whether ldeal is equitably

estopped fromrecovering for the

all eged repair bills against

Agmar k;

3. Whether Agmark failed to adequately and
conpetently naintain the equi pnent in
accordance with the ternms of the equi pnent
| ease; and

4. \Wether Ideal's |aches precludes
Its recovery in this case.

Agmar k argues that the Trial Court erred in granting
sunmary judgnent because genui ne issues of material fact exist.
Agmark's first two issues pertain to a breach of the | ease
agreenent and the anount of estinated repairs required for the
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chassis. Anong Agnmark's assertions is that |deal breached the

| ease agreenent by its failure to act in good faith regarding the
extension of the | ease agreenent.' Paragraph 25 of the |ease
agreenent provided Agmark with an option to extend the agreenent
on a nonth-to-nonth basis at 1.5%of the current fair market

val ue of the equipnent:

25. Contract Extension
Agmar k Foods has the option to
extend the | ease on a nonth to
nont h basi s beyond the original 60
nonths, at a rate of 1.5% of the
then current fair market val ue per
nont h, per chassis, but in no case
shall the per nonth, per chassis,
rate exceed the original rate.
Agmar k Foods shall give LESSOR two
nonth's prior witten notice of
such el ection to extend.

Agmar k contends that shortly before the end of the
| ease agreenent, ldeal notified Agmark that the fair market val ue
of the chassis it had | eased was approxi mately $13, 250 per
chassis. Pratt Enterprises, the manufacturer of the chassis and
the seller of the chassis to Ideal, supplied Ideal wth the

appr ai sal .

| deal maintains that the chassis were worth this anpunt
because they were in "excellent running condition," and al

required warranty work had been perfornmed by Pratt Enterprises.

lAgrmrk al so argues that |deal breached the agreement by failing to
provide the specified equi pment and by over billing it.
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Based on Pratt's appraisal, the nonthly rental rate on the
chassi s woul d have been approxi mately $200 per chassis, an anount
Agmar k consi dered excessive. Thus, Agmark decided not to
exercise its option to extend the | ease. After Agmark returned
the equi prment to Ideal, lIdeal sold eight chassis to Pratt for
$7,000 per chassis, not $13,250 as Pratt had apprai sed each
chassis only nonths before. Agmark contends that had | deal
offered the chassis to it at $7,000, it would have exercised its
option to extend its contract with |Ideal because at that
appraisal, the rental rate would have been approxi mately $100 per

nmonth for each chassis, not $200 per nonth.

Agmar k contends that |deal preenpted Paragraph 25 of
the | ease agreenent by its "unreasonabl e assertions of val ue" of
the chassis. Agmark further argues that because it could not
extend the | ease for the chassis at a fair rate, it had to obtain
ot her equi prment, which cost nore than the | eased chassis woul d

have cost had the | ease been extended under Paragraph 25.

Agmark asserts that ldeal represented to it in aletter
dated January 24, 1995 that the repair bills, if there were any,
woul d be forwarded to Agnark. However, Agmark asserts that no
repair bills were sent to it before lIdeal initiated this | awsuit
nore than a year after the chassis were returned to Ideal, and
during this tinme, no clains were asserted by Ideal for the repair
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costs. Furthernore, Agmark asserts that Pratt, which had
represented only a few nonths before the end of the |ease that
the | eased equi pment was in "excellent running condition," also
supplied Ideal with a repair estimate for rebuil ding the chassis
and ignoring the exception for "normal wear and tear" in the

| ease agreenent.

| deal argues that there are no disputed material facts
regardi ng the anmount of danages of $44,598.18 and that Agnark
shoul d be held to the express terns of the | ease agreenent it

signed. Paragraph 9 of the | ease agreenent states:

9. Mintenance and Repairs: No
Wai ver by LESSOR Condition on
Return. . . . Upon receipt of
LEASED EQUI PMENT by LESSOR, the
anount of damage to such LEASED
EQUI PMENT for which LESSEE is
responsi bl e shall be conclusively
established at an off-hire
i nspection by LESSOR, except that
if requested by LESSEE prior to
return of LEASED EQUI PMENT, such
off-hire inspection will be
conducted by a qualified contractor
nmut ual | y agreed upon between LESSOR
and LESSEE, at the expense of
LESSEE. Such i ndependent
I nspection nust occur wthin four
(4) days of return of LEASED
EQUI PMENT or LESSOR s determ nation
of repair cost will control

| deal asserts that both parties are "sophisticated
corporate entities that entered into this Master Lease Agreenent
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at arns-length.” Ideal maintains that Agmark is responsible for

damages to the chassis under the express terns of the contract.

| deal explains that Pratt's appraisal of $13,250 was
determ ned by using nunbers fromits sales departnent and assuned
that the chassis would be in excellent running condition since
all the warranty work had been perforned. |deal contends that
"if Agmark thought the valuations were excessive, nothing
prevented it fromobtaining its own estimtes of fair market
val ue and offering to exercise its option based on such
val uation." Finally, Ideal argues that because it relied on
fair market value estimtes determ ned by Pratt, the manufacturer

of the chassis, it could not have been acting in bad faith.

A Trial Court's decision to grant a notion for summary

judgnment is not entitled to a presunption of correctness on

appeal . Carvell v. Bottonms, 900 S.W2d 23, 26 (Tenn. 1995). This
Court determ nes whether the requirenents of Rule 56 of the
Tennessee Rules of Civil Procedure have been net. Mason v.
Seaton, 942 S.W2d 470, 472 (Tenn. 1997). An evaluation of a
summary judgnent notion nust address these questions: "(1)

whet her a factual dispute exists; (2) whether the disputed fact
Is material to the outcone of the case; and (3) whether the

di sputed fact creates a genuine issue for trial." Byrd v. Hall,

847 S.W2d 208, 214 (Tenn. 1993). In a notion for sunmmary
j udgnent, the evidence nust be viewed in a |light nost favorable
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to the nonnoving party, and all reasonable inferences nust be

made in the nonnoving party's favor. Byrd, 847 S.W2d at 210

This case arises froma dispute between |Ideal and
Agmar k over alleged repair costs and appraisals of the fair
mar ket val ue of several |eased chassis. Both parties are indeed
corporate entities that appear to have entered freely into a
| ease agreenent. Both parties are also charged with a duty to

deal fairly and in good faith with one anot her.

Based upon the record before us, Pratt Enterprises,
Inc., athird party, appears to have played a significant role in
the rel ationship between |Ideal and Agmark regarding the repair
costs and the appraisals of the chassis. Pratt manufactured the
contai ner chassis and sold theminitially to Ideal. Pratt
provi ded the appraisal of the fair market value of the chassis to
Agmark a few nonths before the |l ease was to expire. Pratt
conpleted all the warranty work on the chassis. Pratt provided
the estimate of repairs that were allegedly required after Agmark
returned the chassis to ldeal. Pratt purchased ei ght chassis
fromldeal for approximtely one-half the fair market value it

had estimated the chassis to be worth only nonths before.

In light of the foregoing, we believe a reasonable

i nference could be drawn that the value of the returned chassis



exceeded the price contended by Ideal and that there are genuine

I ssues of material fact which nust be determned by trial.

The judgnent of the Trial Court is vacated, and the
cause is remanded for further proceedings consistent with this
opi ni on. Havi ng concl uded that sunmary judgnment was not
properly granted in our consideration of Agmark's first two
I ssues, we need not address its remaining issues. Costs of

appeal are adjudged agai nst |deal.

Houston M Goddard, P.J.

CONCUR:

Her schel P. Franks, J.

(Not Participating)
Don T. McMirray, J.




