Contemporary Business Law, 8e (Cheeseman)

Chapter 18   Remedies for Breach of Sales and Lease Contracts

1) ________ is an action a party to a sales or lease contract is required by law to carry out.

A) Obligation

B) Breach

C) Misappropriation

D) Anticipatory repudiation

Answer:  A

Difficulty:  Easy

Topic:  Introduction to Remedies for Breach of Sales and Lease Contracts

LO:  1

2) Failure of a party to perform an obligation in a sales or lease contract is known as ________.

A) revocation

B) breach

C) capture

D) replevin

Answer:  B

Difficulty:  Easy

Topic:  Introduction to Remedies for Breach of Sales and Lease Contracts

LO:  1

3) The obligation of a seller to transfer and deliver goods to the buyer or lessee in accordance with a sales or lease contract is defined as ________.

A) the right of capture

B) breach

C) anticipatory repudiation 

D) tender of delivery

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

4) A sales contract that requires the seller to send the goods to the buyer but not to a specifically named destination is defined as a(n) ________ contract.

A) shipment 

B) destination 

C) option 

D) noncarrier

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

5) A(n) ________ contract is defined as a sales contract that requires the seller to deliver goods to the buyer's place of business or another specified location.

A) noncarrier

B) option 

C) shipment 

D) destination 

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

6) With regard to place of delivery, a person buying goods from the place where the goods are manufactured would be an example of a ________.

A) noncarrier case

B) carrier case

C) shipment contract

D) destination contract

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

7) The perfect tender rule delivery allows for buyers to ________.

A) reject goods that conform to all aspects of a contract

B) seek remedies against the seller for accepting the deliverance of conforming goods

C) reject or accept a part or whole of a shipment of nonconforming goods 

D) seek remedies against other buyers who accept nonconforming goods from the same seller

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

8) Which of the following is a legal recourse for sellers, under the UCC, in case of shipment of nonconforming or defective goods?

A) tender of delivery

B) right to cure

C) perfect tender rule

D) replevin

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

9) A seller's opportunity to repair or replace defective or nonconforming goods is termed as ________.

A) right to cure

B) right to inspect

C) right to cover

D) right to cancel a contract

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

10) In the case of a shipment contract, delivery occurs when ________.

A) the buyer receives the shipment

B) the seller puts the goods in the carrier's possession

C) the shipment reaches the destination that the buyer specified

D) the shipment is allowed to be transported by transport customs

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

11) In a destination contract, delivery is completed when the shipment ________.

A) reaches the destination specified in the contract

B) passes inspection by transport customs and is allowed to be transported

C) is handed over to the carrier by the seller before the transportation

D) is in transit to the destination specified in the contract

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

12) An installment contract is a type of contract that requires ________.

A) the seller to deliver the goods to the buyer's place of business destination

B) goods to be delivered and accepted in separate lots

C) the seller to send the goods to the buyer but not to a specifically named destination

D) goods to be delivered and accepted in one single transaction

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

13) Which of the following is true for a lease contract wherein the goods involved are totally destroyed without the fault of either the lessor or the lessee?

A) The lessor is legally required to reimburse the lessee for any damages.

B) The lessee is legally obliged to reimburse the lessor for any damages.

C) Both parties are excused from performing the contract.

D) Both parties share the damages that arise from the total destruction of the goods.

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

14) Which of the following is true of a buyer's right of inspection?

A) Cost of inspection is shared by the seller and buyer if goods are conforming.

B) The buyer pays for the inspection if the goods conform to the contact.

C) Inspected goods, even if found to be nonconforming, should be paid for by the buyer.

D) Inspection has to be performed after the goods in the contract have been paid for.

Answer:  B

Difficulty:  Easy

Topic:  Buyer and Lessee Performance

LO:  1

15) Which of the following constitutes an acceptance of goods by a buyer?

A) The buyer asks for inspection of goods upon its arrival.

B) The buyer resorts to an immediate revocation of the goods due to their nonconformity.

C) The buyer rejects the goods within a reasonable time after delivery.

D) The buyer resells the goods delivered by the seller.

Answer:  D

Difficulty:  Easy

Topic:  Buyer and Lessee Performance

LO:  1

16) Which of the following is true of a shipment contract?

A) It requires the seller to deliver goods to the buyer's place of business or another specified destination.

B) Its delivery is said to have occurred when the goods reach a specific destination.

C) It requires the seller to contract for proper transportation of goods and promptly notify the buyer.

D) It is applicable to noncarrier cases of transactions between buyers and sellers.

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

17) The destination contract differs from the shipment contract in that the destination contract ________.

A) defines delivery to occur when the seller puts the goods in a carrier's possession

B) is excluded from the purview of the perfect tender rule as legislated under the UCC Statutes

C) applies to noncarrier cases of transactions between buyers and sellers

D) is said to be delivered when goods reach a specific destination

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

18) Which of the following is a similarity between destination contracts and shipment contracts?

A) Both are applicable for carrier cases of transactions between buyers and sellers.

B) Both hold that delivery occurs when the seller puts the goods in the carrier's possession.

C) Both hold that delivery occurs when the goods reach the buyer.

D) Both are applicable for noncarrier cases of transactions between buyers and sellers.

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

19) Exosoft Software contracts with Rensys Semiconductors to purchase electronic security sensors in bulk. Both companies draft a carrier contract which specifies that the shipment must be transferred in a single transaction to a specific port city where Exosoft's headquarters is located. The carrier contract in this scenario is an example of a(n) ________.

A) destination contract

B) shipment contract

C) installment contract

D) implied contract

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

20) Fractaline Analytics contracts with Lushwing Interiors to purchase office furniture. Both companies draft a carrier contract which specifies that the shipment must be transferred in a single transaction to Fractaline Analytics. While not mentioning the exact place of delivery, the contract requires Lushwing Interiors to put the goods in a carrier's possession and ensure their proper and safe transportation. The carrier contract in this scenario is most likely to be an example of a(n) ________.

A) installment contract

B) shipment contract

C) destination contract 

D) implied contract

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

21) Which of the following is true of a buyer's acceptance of a delivery?

A) Buyers may only accept delivery of a commercial unit.

B) Acceptance of a part of a commercial unit does not constitute acceptance of the entire unit.

C) An effective rejection of goods within a reasonable time after their delivery leads to acceptance on the part of the buyer.

D) Once a delivery is accepted, its revocation is forbidden by the law.

Answer:  A

Difficulty:  Easy

Topic:  Buyer and Lessee Performance

LO:  1

22) Which of the following is true of a buyer's revocation of acceptance?

A) It is effective even before the seller or lessor is notified of the revocation.

B) It always arises due to the conforming nature of the goods delivered.

C) It must occur after substantial change in the condition of the goods delivered.

D) It is a reversal of acceptance of a lot or commercial unit.

Answer:  D

Difficulty:  Easy

Topic:  Buyer and Lessee Performance

LO:  1

23) The ________ is the right of a seller to demand the return of merchandises from the buyer under specified situations.

A) right to recover the purchase price or rent

B) right to withhold delivery

C) right to reclaim goods

D) right to cure

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

24) Which of the following is a seller's remedy?

A) right to recover damages for nondelivery 

B) right to dispose of goods 

C) right to replevy goods 

D) right to obtain specific performance 

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

25) The right of a seller to refuse to send goods to a buyer upon breach of a sales contract by the buyer or the insolvency of the buyer is known as the ________.

A) right to recover purchase rent

B) right to reclaim goods

C) right to withhold delivery

D) right to dispose of goods

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

26) A seller has the right to stop delivery of goods in transit regardless of the size of the shipment when ________.

A) the buyer repudiates the contract

B) the buyer has payments due

C) the seller learns of the buyer's insolvency

D) the seller has been ordered for specific performance

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

27) Which of the following is a similarity between the seller's right to withhold delivery and the right to stop delivery of goods in transit?

A) Both prevent the good involved from reaching the buyer.

B) Both require a decree of specific performance to be enforced on the buyer.

C) Both allow the seller to exercise his or her right to replevy goods from the buyer.

D) Both restrict the seller from exercising his or her right to replevy goods from the buyer.

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

28) ________ is the right of a seller to demand the return of goods from the buyer under specified situations.

A) Right to dispose of goods

B) Right to recover damages

C) Right to recover purchase price

D) Right to reclaim goods

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

29) Which of the following is a right to remedy that a seller can claim while the goods are in possession of the buyer?

A) right to dispose of goods

B) right to withhold delivery of goods

C) right to stop delivery of goods in transit

D) right to reclaim goods

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

30) Klint Microsystems, a microprocessor manufacturer, was contracted by Zeitar Studios to manufacture specially designed microchips. Zeitar was to pay Klint $300,000 as per the contract. While the finished microchips were being shipped via a carrier, Klint was informed of Zeitar's insolvency. Klint cancelled the shipment before it was delivered. Klint then resold the chips to another studio. What right to remedy did Klint exercise when they stopped shipment to Zeitar?

A) right to dispose of goods

B) right to stop delivery of goods in transit

C) right to obtain specific performance

D) right to recover purchase rent

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

31) Minewell Publishers contracts with Inkhome Paper to purchase large quantities of bond paper. Due to multiple defaults on payments by Minewell, Inkhome stops supplying the contracted monthly quota of paper to Minewell. Which of the following seller's right has Inkhome Paper exercised in the above scenario?

A) right to dispose of goods

B) right to withhold delivery

C) right to obtain specific performance

D) right to cure

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

32) Minewell Publishers contracts with Inkhome Paper to purchase large quantities of bond paper. Minewell accepts the shipment supplied by Inkhome but fails to pay for it when the payment is due. Which of the following rights can be exercised by Inkhome Paper to reclaim their payment?

A) right to recover the purchase price

B) right to replevy goods

C) right to obtain specific performance

D) right to cure

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

33) Arnault Automobiles contracts with Glennworth Machines to purchase car engines for their new line of sports cars. After the engines are delivered by Glennworth, Arnault pays its contractual partner with a check that bounces. Which of the following rights can Glennworth Machines exercise in order to recover its engines?

A) right to replevy goods

B) right to reclaim goods

C) right to obtain specific performance

D) right to capture

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

34) Klint Microsystems, a microprocessor manufacturer, was contracted by Zeitar Studios to manufacture specially designed microchips. Zeitar was to pay Klint $300,000 as per the contract. While the finished microchips were being shipped via a carrier, Klint was informed of Zeitar's insolvency. Klint cancelled the shipment before it was delivered. Klint then resold the chips to another studio. What right to remedy did Klint exercise when selling the microchips to another studio?

A) right to claim lost profits

B) right to cover

C) right to dispose of goods

D) right to recover damages

Answer:  C

Difficulty:  Moderate

Topic:  Seller and Lessor Remedies

LO:  2

35) Pollard entered into a sales contract to purchase a specific Picasso painting from Jenson for $15 million. When Pollard tenders payment, Jenson refuses to sell the painting to the buyer. Which of the following legal rights to remedy can Pollard exercise to retrieve the Picasso painting from Jenson?

A) right to cover

B) right to cure

C) right to obtain specific performance

D) right to withhold delivery

Answer:  C

Difficulty:  Moderate

Topic:  Buyer and Lessee Remedies

LO:  3

36) Blue Rorschach, Inc. has an immediate requirement for laptops with bionic sensor features. It contracts with Zenzo Computers and entrusts it with the delivery of such laptops. However, the delivered laptops lacked the bionic sensors that Blue Rorschach desired. Blue Rorschach immediately returns these laptops to Zenzo Computers. Which of the following rights to remedy has Blue Rorschach, Inc. exercised in this scenario?

A) right to replevy goods

B) right to cure

C) right to reject nonconforming goods

D) right to obtain specific performance

Answer:  C

Difficulty:  Moderate

Topic:  Buyer and Lessee Remedies

LO:  3

37) The term ________ refers to an action by a buyer to recover scarce goods wrongfully withheld by a seller.

A) revocation

B) replevin

C) cancellation

D) capture

Answer:  B

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

38) A(n) ________ can be obtained in writing from the other party if there is an indication that a contract will be breached by that party.

A) adequate assurance of performance

B) installment contract

C) codicil

D) deed agreement

Answer:  A

Difficulty:  Easy

Topic:  Additional Performance Issues

LO:  3

39) The ________ provides that an action for breach of any written or oral sales or lease contract must commence within four years after the cause of action accrues.

A) perfect tender rule

B) decree of specific performance

C) Lanham act

D) UCC statute of limitations

Answer:  D

Difficulty:  Easy

Topic:  Additional Performance Issues

LO:  3

40) Mansfield Dairies entered into a contract with Aratez, Inc., a dairy product food processing company, to provide dairy products for a period of four years. The contract included a provision for a one-year limitation period in case of breach. But with less than a year left on the contract, Mansfield Dairies stopped shipment of milk products to Aratez, Inc. Under the UCC statute of limitations, which of the following would be true with reference to Aratez, Inc.'s right to bring a lawsuit against Mansfield Dairies?

A) The lawsuit can be filed any time within one year from the breach.

B) The lawsuit can be filed only after the expiration of the contract.

C) The lawsuit cannot be filed as there was less than a year left to complete the contract.

D) The lawsuit can be filed any time within four years from the breach.

Answer:  A

Difficulty:  Moderate

Topic:  Additional Performance Issues

LO:  3

41) Damages that will be paid upon a breach of contract, but that are established in advance are defined as ________ damages.

A) punitive

B) actual

C) incidental 

D) liquidated 

Answer:  D

Difficulty:  Easy

Topic:  Additional Performance Issues

LO:  3

42) Andrew contracts Goldflour Breads to purchase 10 pounds of flour at $4 per pound. The contract states that delivery is to occur on July 1. On this date, the market price of flour is $6 per pound. Goldflour Breads is unable to make the delivery on July 1. Apart from incidental and consequential damages, less expenses saved, the damages Andrew can recover from Goldflour Breads is ________.

A) $20

B) $10

C) $4

D) $40

Answer:  A

Difficulty:  Difficult

Topic:  Buyer and Lessee Remedies

LO:  3

43) Which of the following is true of the decree of specific performance?

A) It is used by buyers to obtain possession of unique and rare goods.

B) It is used by sellers to cancel a contract.

C) It is used by buyers to stop delivery of their good in transit.

D) It is used by sellers to employ replevin actions on buyers.

Answer:  A

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

44) Ashenwaft Sandalwood is contracted by Sphinxia Perfumes to supply fresh sandalwood on a monthly basis. When the goods are delivered, Sphinxia inspects them and finds the sandalwood to be below the quality standards fixed by the contract. Sphinxia accepts the substandard sandalwood shipment and sues Ashenwaft for reasonable damages. Which of the following rights has Sphinxia exercised in this regard?

A) right to recover damages for accepted nonconforming goods

B) right to recover damages for nondelivery of contracted goods

C) right to obtain specific performance

D) right to stop delivery of goods in transit

Answer:  A

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

45) Antarez Jewelers contracts RTR Mining to purchase rare polished diamonds. RTR fails to deliver the goods on the scheduled date. Antarez attempts to procure the diamonds from other sources but is unsuccessful in its pursuit due to the scarcity of polished diamonds. Which of the following rights can Antarez exercise in order to recover its goods from RTR?

A) right to stop delivery of goods in transit

B) right to withhold delivery

C) right to replevy goods

D) right to cure

Answer:  C

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

46) Greenmart Retailers contracts Wilson's Foodstuff to purchase biscuit packets in bulk. Greenmart Retailers fulfills its side of the contract by making a complete payment to Wilson's Foodstuff before the delivery. A week after the payment, Wilson's Foodstuff becomes insolvent. Which of the following rights can Greenmart Retailers exercise to recover its goods from Wilson's Foodstuff?

A) right to capture

B) right to cure

C) right to withhold delivery

D) right to dispose of goods

Answer:  A

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

47) Calibrato Instruments contracts Stronghold Metals to purchase stainless steel in bulk to manufacture tachometers. Stronghold Metals fails to transport the goods to Calibrato Instruments on the delivery date. Which of the following rights can Calibrato Instruments exercise in order to gain legal recourse?

A) right to recover purchase price

B) right to recover damages for nondelivery

C) right to recover any lost profits

D) right to reclaim goods

Answer:  B

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

48) The lessor can exercise the ________ to claim damages that would have resulted from the full performance of a breached contract plus an allowance for reasonable overhead and incidental damages.

A) right to replevy goods

B) right to cover

C) right to cure

D) right to recover any lost profits

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

49) Which of the following applies to the right to dispose of goods?

A) It mandates any profit made by the lessor on the resale of the goods to be shared with the original lessee.

B) It allows lessees to recover incidental damages incurred in the disposition of the goods.

C) It permits lessees to dispose of goods in a commercially reasonable manner if the lessor's right to cure has expired.

D) It can be exercised by a lessee who has reacquired the goods after stopping them in transit.

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

50) If the lessee repudiates the contract while the goods are in the process of being transported to the lessor, the lessor has the ________.

A) right to stop delivery of goods in transit

B) right to replevy goods

C) right to obtain specific performance

D) right to cure

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

51) The ________ is the right of a lessor to resell or release goods in a good faith and commercially reasonable manner.

A) right to dispose of goods

B) right to withhold delivery

C) right to cure

D) right to replevy

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

52) A lessor has the ________ if the lessee breaches the contract by repudiating all or any part of the contract.

A) right to replevy

B) right to cancel a contract

C) right to cure

D) right to obtain specific performance

Answer:  B

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

53) Goods are considered to be in transit when they are in possession of ________.

A) sellers

B) buyers

C) lessors

D) carriers

Answer:  D

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

54) A lessor, in his exercise of the right to stop goods in transit, is legally authorized to stop a shipment of any size if ________.

A) the lessor is insolvent and the lessee is solvent

B) both the lessor and the lessee are solvent

C) the lessor is solvent and the lessee is insolvent

D) both the lessor and the lessee are creditworthy

Answer:  C

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

55) Which of the following is a lessor's remedy when the goods involved are in the possession of the lessee?

A) right to reclaim goods

B) right to withhold delivery of goods

C) right to stop goods in transit

D) right to obtain specific performance

Answer:  A

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

56) If a lessee makes full payment for goods before they are received and the lessor becomes insolvent within 10 days after receiving the first payment, the lessee has ________.

A) the right to capture

B) the right to cure

C) the right to withhold delivery

D) the right to reclaim goods

Answer:  A

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

57) If the lessor's tender of delivery fails to conform to a lease contract in any way, the lessee has the right to ________.

A) reject improperly tendered goods

B) recover the purchase price

C) withhold tendered goods

D) stop delivery of goods in transit

Answer:  A

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

58) What is the similarity between the lessee's rights of capture and replevy?

A) Both are invoked to obtain a decree of specific performance.

B) Both are invoked when a lessee wants to cancel a contract.

C) Both help the lessee in stopping shipments in transit.

D) Both help the lessee recover goods from the seller.

Answer:  D

Difficulty:  Moderate

Topic:  Buyer and Lessee Remedies

LO:  5

59) The ________ is the right of a lessee to lease substitute goods if a lessor fails to make delivery of the goods or repudiates the contract.

A) right to dispose goods

B) right to cure

C) right to cover

D) right to stop delivery of goods in transit

Answer:  C

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

60) Which of the following is a lessee's remedy?

A) right to withhold delivery

B) right to reclaim goods

C) right to obtain specific performance

D) right to stop delivery of goods in transit

Answer:  C

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

61) The seller's or lessor's general obligation is to accept and pay for the goods.

Answer:  FALSE

Difficulty:  Easy

Topic:  Introduction to Remedies for Breach of Sales and Lease Contracts

LO:  1

62) The obligation of a seller to transfer and deliver goods to the buyer in accordance with a sales contract is called tender of delivery.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

63) Failure of a party to perform a duty in a sales or lease contract is defined as obligation.

Answer:  FALSE

Difficulty:  Easy

Topic:  Introduction to Remedies for Breach of Sales and Lease Contracts

LO:  1

64) A sales contract that requires the seller to send the goods to the buyer but not to a specifically named destination is termed as a shipment contract.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

65) Noncarrier cases are covered by the Uniform Commercial Code (UCC) under two different types of contracts: shipment contract and destination contract.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

66) A sales contract that requires the seller to deliver the goods to the buyer's place of business or another specified location is defined as a destination contract.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

67) The buyer's right to repair defective or nonconforming goods is termed right to cure.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Performance

LO:  1

68) The reversal of a buyer's acceptance is defined as revocation.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Performance

LO:  1

69) The right to replevy is available to the seller if the buyer wrongfully rejects or revokes acceptance of the goods, fails to make a payment when due, or repudiates the contract.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

70) Goods are considered to be in transit while they are in possession of carriers or bailees.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

71) Reasonable expenses incurred in disposition of goods like stopping delivery, transportation charges, storage charges, and sales commission are called incidental charges.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

72) A seller who learns of the buyer's insolvency while the goods are in transit has a right to stop delivery of the goods in transit, regardless of the size of the shipment.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

73) When goods are in the possession of the buyer, the right to stop goods in transit is a viable remedy for the seller.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

74) If the goods are delivered in a credit sale and the seller then discovers that the buyer was insolvent, the seller has 10 days to demand that the goods be returned.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  2

75) The right to capture allows a buyer to stop goods while in transit.

Answer:  FALSE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

76) Nonconforming goods must be rejected within a reasonable time after their delivery for a successful exercise of the right to reject nonconforming goods.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

77) Replevin actions can only be claimed on goods that are unique.

Answer:  FALSE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

78) The right to recover the goods from the insolvent seller is often referred to as capture.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

79) Specific performance is usually used to obtain possession of common everyday items.

Answer:  FALSE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  3

80) The right of a lessee to demand the return of goods from the lessor in the occurrence of the defaulting of the contract is the right to reclaim goods.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

81) Under the exercise of the right to dispose of goods, any profit made on the resale of the goods reverts to the original lessee if the lessor disposes of the goods at a higher price than the lessee contracted to pay.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

82) The right to dispose of goods arises if the lessor has reacquired the goods after stopping them in transit.

Answer:  TRUE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

83) The right to dispose of goods allows lessors to replevy goods.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

84) The right to dispose of goods is the right of a lessor to stop delivery of goods in transit if he or she learns of the lessee's insolvency.

Answer:  FALSE

Difficulty:  Easy

Topic:  Seller and Lessor Remedies

LO:  4

85) Any lessee who rightfully rejects goods is entitled to reimbursement from the lessor for reasonable expenses incurred.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

86) The right to cover is the right of a lessor to lease his or her goods to an alternate lessee.

Answer:  FALSE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

87) A replevin is defined as an action by a lessee to recover scarce goods wrongfully withheld by a lessor.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

88) Damages refer to costs that a lessor recovers from a lessee who repudiates a contract.

Answer:  FALSE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

89) Damages are measured as the difference between the original rent and the rent at the time the lessee learned of the breach.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

90) A decree of specific performance orders the lessor to perform the contract.

Answer:  TRUE

Difficulty:  Easy

Topic:  Buyer and Lessee Remedies

LO:  5

91) Elaborate on the lessor's right to cure with an example.

Answer:  The Uniform Commercial Code (UCC) gives a seller or lessor who delivers nonconforming goods the right to cure the nonconformity. Although the term cure is not defined by the UCC, it generally means an opportunity to repair or replace defective or nonconforming goods. A cure may be attempted if the time for performance has not expired and the seller or lessor notifies the buyer or lessee of his or her intention to make a conforming delivery within the contract time. For example, let a buyer contract to purchase an automatic transmission car from a manufacturer for delivery on February 1. If the manufacturer delivers a manual transmission car to the buyer on January 14 and the buyer rejects it as nonconforming, the manufacturer has until February 1 to cure the nonconformity arising from this premature delivery.

Difficulty:  Moderate

Topic:  Seller and Lessor Performance

LO:  1

92) Differentiate between good faith and commercial reasonableness. Discuss the need for such terms in law.

Answer:  Good faith deals with the reasons and purposes that lie behind a given action. It also includes the amount of belief a person has on their actions. Commercial reasonableness is a term that establishes the duties of merchants under the Uniform Commercial Code (UCC). A reasonableness standard tends to be more objective than a good faith standard as the former leaves little room for parties to act in an unreasonable manner. Good faith is based on an implied tacit duty of possessing good conduct. The concepts of good faith and reasonableness extend to the "spirit" of a contract as well as the contract terms. The underlying theory is that the parties are more apt to perform properly if their conduct is to be judged against these principles.

Difficulty:  Moderate

Topic:  Seller and Lessor Performance

LO:  1

93) Examine, with an example, the modification in the perfect tender rule when applied to installment contracts.

Answer:  An installment contract is a contract that requires or authorizes goods to be delivered and accepted in separate lots. Such a contract must contain a clause that states "each delivery in a separate lot" or equivalent language. While the perfect tender rule normally allows buyers to reject or accept part or whole of a nonconforming shipment of goods, the rule is altered slightly in the case of installation contracts. The buyer or lessee may reject the entire contract only if the nonconformity or default with respect to any installment or installments substantially impairs the value of the entire contract. For example, suppose Red Apple is contracted by Fruitworld to supply 1,000 bushels of apples per month for three years. After six months of perfect performance by both parties, Red Apple's installment for the seventh month consists of only 900 bushels of apples and 100 bushels of oranges. In this case, Fruitworld is not allowed to reject the entire contract since the nonconformity in this case doesn't substantially impair the value of the entire contract.

Difficulty:  Moderate

Topic:  Seller and Lessor Performance

LO:  1

94) Analyze the concept of acceptance in terms of contract law.

Answer:  Acceptance occurs when the buyer or lessee takes either of the following actions after a reasonable opportunity to inspect the goods: 

(1) signifies to the seller or lessor in words or by conduct that the goods are conforming or that the buyer or lessee will take or retain the goods despite their nonconformity or

(2) fails to effectively reject the goods within a reasonable time after their delivery or tender by the seller or lessor.

While acceptance may seem to be a straightforward concept, the way it is defined under law encompasses more possibilities than what a cursory glance may show. Acceptance may happen even if the buyer is unhappy with the product that is delivered. A successful rejection of the product in question requires the notification of the seller. Resale of products bought from a seller also constitutes acceptance.

Difficulty:  Moderate

Topic:  Buyer and Lessee Performance

LO:  1

95) Discuss the different circumstances under which right to stop delivery of goods in transit can be exercised.

Answer:  A seller or lessor has the right to stop delivery of goods in transit if while the goods are in transit (1) the buyer or lessee repudiates the contract, (2) the buyer or lessee fails to make payment when due, or (3) the buyer or lessee otherwise gives the seller or lessor some other right to withhold or reclaim the goods. In these circumstances, the delivery can be stopped only if it constitutes a carload, a truckload, a planeload, or a larger express or freight shipment. A seller or lessor who learns of the buyer's or lessee's insolvency while the goods are in transit has a right to stop delivery of the goods in transit, regardless of the size of the shipment.

Difficulty:  Moderate

Topic:  Seller and Lessor Remedies

LO:  2

96) Define a lost volume seller with an example.

Answer:  A lost volume seller is one who can recover lost profits from a defaulting buyer even though the seller sold the item to another buyer, where the seller has other similar items and would have made two sales had the original buyer not defaulted. For example, Redmart Retailers purchases wall clocks in bulk from manufacturers and sells them through its various retail outlets. Andrew, a customer, contracts to purchase a wall clock for $250 from Redmart. The wall clock costs Redmart $150. If Andrew defaults and does not take possession of the clock and Redmart sells the wall clock to another buyer, Redmart can recover $100 of lost profits from Andrew. The underlying logic here is that the buyer who bought the wall clock that Andrew failed to buy might have purchased a different wall clock from Redmart thus resulting in two sales for Redmart had Andrew not defaulted. In this case, Redmart is a lost volume seller.

Difficulty:  Moderate

Topic:  Seller and Lessor Remedies

LO:  2

97) Differentiate between the right to replevy goods and the right to obtain specific performance with examples.

Answer:  A replevin is an action by a buyer or lessor to recover scarce goods wrongfully withheld by a seller or lessor. A decree of specific performance orders the seller or lessor to perform the contract. Replevin actions are applicable only for goods that are scarce but not unique. Meanwhile, the right to obtain specific performance can be exercised for unique goods only. The primary difference is thus the uniqueness (or lack thereof) of the goods in question. For example, rare gemstones could qualify for replevin action due to the scarcity of the resource while Michelangelo's David, being a unique sculpture, cannot qualify for replevin action. A sculpture or any good of such uniqueness may be applicable for the right to obtain specific performance.

Difficulty:  Moderate

Topic:  Buyer and Lessee Remedies

LO:  3

98) Discuss the role of insolvency in contract law with respect to the rights of buyers and sellers.

Answer:  A buyer or lessee has the right to recover goods from an insolvent seller or lessor if the buyer makes a partial or full payment for goods before they are received and the seller or lessor becomes insolvent within 10 days after receiving the first payment. To recover goods in this manner, the buyer or lessee must tender the unpaid portion of the purchase price or rent due under the sales or lease contract. Only conforming goods that are identified in the contract may be recovered. When a buyer or lessee is found to be insolvent when the goods are in the process of being transported to the buyer, the seller can decide to stop delivery of goods regardless of the size of the shipment. The insolvency of one party of a contract exposes the other to potential liability. To prevent this, the exposed party is provided with rights that allow it to rightfully distance itself from the insolvent party.

Difficulty:  Moderate

Topic:  Buyer and Lessee Remedies

LO:  3

99) Compare the lessee's right to cancel a contract with the lessor's right to cancel a contract.

Answer:  A seller or lessor has the right to cancel a contract if the buyer or lessee breaches the contract by rejecting or revoking acceptance of the goods, failing to pay for the goods, or repudiating all or any part of the contract. If a seller or lessor fails to deliver conforming goods or repudiates the contract, the buyer or lessee may cancel the sales or lease contract. The buyer or lessee can also cancel a sales or lease contract if the buyer or lessee rightfully rejects the goods or justifiably revokes acceptance of the goods. The contract may be canceled with respect to the affected goods, or if there is a material breach, the whole contract may be canceled. A buyer or lessee who rightfully cancels a contract is discharged from any further obligations on the contract and retains his or her rights to other remedies against the seller or lessor.

Difficulty:  Moderate

Topic:  Seller and Lessor Remedies

LO:  4

100) Define the lessee's right to cover and analyze its importance in contract law.

Answer:  A buyer or lessee has the right to cover by purchasing or renting substitute goods if the seller or lessor fails to make delivery of the goods or repudiates the contract or if the buyer or lessee rightfully rejects the goods or justifiably revokes their acceptance. The right to cover allows buyers to avoid dependence on one particular contracted seller or supplier without fear of market prices. Since, the difference between the contracted price and the market price (damages) can be recovered from the defaulting supplier, sellers are more inclined to meet deadlines on time.

Difficulty:  Moderate

Topic:  Buyer and Lessee Remedies

LO:  5
1
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