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INSTRUCTIONS:

1) This exam consists of:

a: 10 True/False Questions (20 points)

b: 20 Multiple Choice Questions (60 points)

c: 2 Essays (20 points)

2) Don’t read any additional facts into the questions!!!

3) Do the parts in any order you see fit

4) For the true/false questions, write TRUE or FALSE, not just the letters T or F. If you do, any ambiguity will be resolved AGAINST YOU, AT MY SOLE DISCRETION!!!

5) This is a TAKE HOME EXAM, due by 6:30pm on MONDAY, AUGUST 1
6) Good Luck.
MULTIPLE CHOICE (60 points)

Place your answer in the space provided.

               1) Barney Rubble buys a used paint sprayer from the local paint store. The sprayer had                     a large sign on it that read: “AS IS.” The dealer made no representations regarding                     how the paint sprayer would perform. When Barney attempts to spray paint his                             house, the trigger on the sprayer gets stuck in the “on” position and before Barney                       can pull out the electrical cord to cut the power, paint gets sprayed all over the                              house of Barney’s neighbor, Fred Flintstone, and also all over the Flintstones’ prize                      dog, Dino, who was to compete in the Westminster Dog Show tomorrow. Barney                          sues the paint store. Who wins?
                    a: The paint store wins; there were no express warranties and all implied warranties                          were properly disclaimed.

                    b: Barney wins; the paint store made an express warranty although it never said so                          orally.

                    c: Barney wins because the paint store is subject to strict liability.
                    d: None of the above. 
              2)  Sammy owns and operates a jewelry store. Joey works for Sammy as a salesman.                       Joey was showing a potential customer, Angie, an emerald necklace and he was                         bragging about how “Sam & I always make the business decisions together.” While                      Joey was self-aggrandizing about his business relationship with Sammy, he slipped                     while helping Angie try on the necklace. When he slipped, he inadvertently pushed                      Angie face first through a glass display, horribly & permanently disfiguring her.                              When Angie sues (and we know she will), who will be liable?

                     a: Sammy & Joey are jointly & severally liable.

                     b: Only Sammy is liable.

                     c: Joey is personally liable, but could recover against Sammy under his right of                                 contribution.

                     d: None of the above.

              3)  Aloysius drives a delivery truck for Acme, Inc. He owns the truck and makes                                  deliveries to local merchants who are Acme clients. Aloysius has sole discretion as                      to how to perform his duties, as long as they are done in a timely and competent                          fashion. One day, while making a delivery for Acme, Inc., and running late, Aloysius                     plows into a car in front of him that had the audacity to actually slow down for a                             yellow light. Unfortunately, Violet, an elderly passenger in the other car, was killed                        instantly. Violet's family sues both Aloysius and Acme for wrongful death and                                $75,000,000 in damages. Who is liable?

                    a: Acme is solely liable.

                    b: Aloysius is solely liable.

                    c: Aloysius & Acme are jointly and severally liable.

                    d: None of the above.

               4) Assume the same facts as the prior question. Aloysius is required to work for Acme                      between the hours of 8:00am and 4:30pm, take one hour for lunch and wear a                             standard issue teal colored uniform (as to distinguish him from a UPS driver). Acme                     pays Aloysius every two weeks, net of withholdings. When Violet’s family sues                              Acme, Inc. for wrongful death, what result?

                    a: Aloysius is solely liable.

                    b: Acme is solely liable.

                    c: Since Aloysius & Acme are partners, they are jointly & severally liable.

                    d: None of the above.

               5) Judy reasonably believed that Bob and Ray were partners in an automobile repair                         business. Bob and Ray were not partners; Ray owned the business as a sole                               proprietor. Ray, however, allowed Bob, his perpetually unemployed brother to hang                      around the business. One day, while Judy was getting her car fixed, Ray told her                          that “my associate here, Bob, will give you a ride to work while I’m fixing your car.”                        While riding with Bob, Judy was injured when Bob inadvertently ran a stop sign and                      caused an accident. Judy claims that Ray is liable for her injuries. Is Judy right?

                     a: Yes, Ray is liable due to Bob’s apparent authority.

                     b: No, Bob was never an employee of the business.

                     c: No, Bob and Ray were never partners.

                     d: Yes, Bob is liable because he caused Judy’s injury.

               6) In which of the following situations is the seller a merchant?
                     a: Elizabeth, a CPA who prepares tax returns for her fiancé, Mickey.
                     b: Gill, an attorney who teaches a course in Wills and Trusts.
                     c: We-Hack-Em, a medical supply company that sells surgical equipment to local                             hospitals.

                     d: An employee who works in the mailroom of XYZ Corporation.
               7)  A contract that requires the seller to deliver the goods to a specific location is a:

                     a: Destination Contract
                     b: Shipment Contract
                     c: C.I.F. Contract
                     d: C.O.D, Contract
               8) Thaddeus is a salesman for Conway’s Home Supply. He advises a customer that                         certain expensive lumber would last for 20 years without needing treatment to                               prevent water damage. In reliance on this advice, the customer purchases the                              wood. Thaddeus’ statement turns out to be intentionally fraudulent, and the lumber                      deteriorated after ninety days. Conway’s Home Supply is:

                     a: Not liable; only Thaddeus is on the hook.

                     b: Neither Thaddeus nor Conway’s Home Supply is liable, the customer                                             should have known that the lumber could not last for 20 years.

                     c: Liable, because Thaddeus’ misrepresentation took place within the                                                scope of employment.

                     d: Not liable because Thaddeus’ statement constituted good                                                              salesmanship, not fraud.
               9) Which of the following situations would breach the implied warranty of                                            merchantability?

         .          a: An automobile is suitable for its regular use.
                    b: A bag of potato chips conforms to reasonable expectations.
                    c: A large screen plasma TV meets industry standards.
                    d: An air conditioner only blows out hot air like an electric heater.
              10) Smith & Johnson are plumbing contractors who run their business as a partnership.                     Green, also a plumber, works for Smith & Johnson as an employee. One day, while                     Green is on a job, he gets into a fight with Woody, a homeowner whose plumbing                        Green is repairing. When Woody suggested that Green was doing a less than                              competent job, Green retaliated by smacking him in the head with a two by four.                           Woody suffered severe head trauma and is now suing the partnership (civilly) for                        $10 million in damages. Who’s liable for Woody’s injuries?
                    a: Only Green is liable, since the incident is his fault. 

                    b: Smith & Johnson are liable.

                    c: Green is liable only up to his investment in the business.

                    d: B and C.

              11) Ann, the owner of Ann’s Bike Dealership, sells a pre-owned motorcycle to Karl. Ann                      is a merchant under the Sales Article of the Uniform Commercial Code if she:

         a: has previously ridden a motorcycle.
                     b: holds herself out by occupation as having knowledge and skill particular to                                    motorcycles.
                     c: knows anything about motorcycles.
                     d: has a lifetime subscription to Motorcycle Monthly magazine.
              12) Which of the following is an accurate statement regarding the risk of loss in a                                destination contract after the seller delivers conforming goods to the carrier?

                      a: The seller bears the risk of loss during transportation.

                      b: The buyer bears the risk of loss during transportation.

                      c: The seller and the buyer equally bear the risk of loss during transportation.

                      d: The seller bears one-third of the risk of loss and the buyer bears two-thirds of                                the risk of loss during transportation.

              13) Thieving Weasel Gilmore works as a certified public accountant for “Stupendous                          Bean Counters, Inc.”. During an otherwise routine work day, and unknown to the                          owners of Excellent Bean Counters, Gilmore helps his friend, Cheap Charlie, cheat                      on his tax return by deducting nonexistent expenses and claiming his two goldfish,                       Martin & Lewis, as his dependents. Income tax fraud is a felony. Who could                                  possibly go to jail if convicted? 

                     a: Gilmore & Charlie only.

                     b: Gilmore, Charlie, and the owners of Excellent Bean Counters.

                     c: The owners of Excellent Bean Counters only.

                     d: None of the above.

              14) Roy, a salesman for Acme Carpets, tells a customer, “Buy your carpet here & I’ll                           install it myself for a mere fraction of what Acme would have charged you.” The                            customer makes the purchase based on Roy’s statement. Roy installs the carpet,                         charges the customer $800 (whereas Acme would have charged $650), and keeps                      the money. Roy has breached his duty of:

                     a: Loyalty

                     b: Cooperation

                     c: Accounting

                     d: A and C only

              15) Sal stole Angela’s laptop computer and sold it to his friend Tommy. Angela can                             recover the laptop from Tommy:
                     a: Under any circumstances.
                     b: Only if Tommy knew the laptop was stolen from Angela.
                     c: Only if Tommy did not know the laptop was stolen from Angela.
                     d: Only if Tommy purchased the laptop for less than its fair market value.
              16) Mick is the agent for Maria, an opera singer. Mick negotiates a deal for Maria to sing                      exclusively at the Metropolitan Opera. On whom is the contract binding?

                     a: Mick only.

                     b: Maria only.

                     c: Either Mick or Maria.

                     d: None of the above.
              17) A retailer of baseball bats, located in Louisville, KY, contracts to sell 1000 bats to a                       Little League organization located in Tacoma, WA. The terms of the contract                                specified that the bats are to be shipped “FOB Tacoma.” When does the buyer                             assume the risk of loss?
                     a: When the goods reach Tacoma.
                     b: When the goods are delivered to a carrier in Louisville.
                     c: When the goods reach a transfer point in Denver.
                     d: None of the above.
              18) Under which of the following transactions does title to goods pass from the seller to                      the buyer?

                     a: an option contract

                     b: a rental agreement

                     c: a lease agreement

                     d: a contract for the sale of goods

              19) The provision of the Uniform Commercial Code that says that a merchant who                               offers to buy, sell, or lease goods and gives a written and signed assurance on a                          separate form that the offer will be held open cannot revoke the offer for the time                          stated or, if no time is stated, for a reasonable time is referred to as:
                     a: gap-filling 
                     b: a firm offer 

                     c: the mirror-image rule  
                     d: the open term rule

               20) Larry, a real estate broker, sold Juan’s primary residence, worth $10,000,000,                              pursuant to a one time agency agreement in which Larry received $600,000, his 6%                     commission on the sale. Six months later, Juan sold his vacation home for                                    $8,500,000. Juan negotiated the transaction himself. When Larry heard about this                       second sale, he sued Juan for $510,000, his 6% commission. Will Larry prevail?

                     a: No, the agency ended when Larry sold Juan’s primary residence.

                     b: Yes, Juan did not need to sell the vacation home himself when he                                                 already had Larry as his agent.

                     c: Yes, but only if the vacation home was in the same geographic area as                                         the primary residence.

                     d: None of the above.   

TRUE/FALSE (20 points)

Place your answer in the space provided.

               1) Shyster Stan sells his motor home to his friend, Innocent Ira. Stan fails to tell Ira that                     he defaulted on his loan and the bank had completed repossession proceedings                          last week. Stan has breached the warranty of title.
               2) Felonious Phil, a power tool salesman, promises Jill, a purchaser, that the Turbo                           Power Hedge Trimmer will easily cut through bamboo up to three inches thick. Phil’s                     statement is an express warranty once Jill purchases the hedge trimmer.
               3) Myron is a teller at Chase Bank. On his way to work, he is stopped at the door by                          his evil boss, Skinflint, the bank president, who refuses to let Myron in the building.                       Skinflint has violated his duty of cooperation.
               4) In a destination contract, the seller is required to replace any goods lost in transit.
               5) Gill, a college professor, is dying to teach Federal Income Tax & Business Law.                            Instead, his college schedules him to teach four sections of Accounting 1, a course                      he hates teaching. In response, Gill resigns. Thus, Gill is no longer an agent of the                       college.

               6) Mickey, another college professor at the same institution as Gill, hates teaching                            philosophy and wants desperately to teach accounting (although he has no                                   practical accounting background and his Ph.D. & Master’s degrees are in history &                      philosophy, respectively). When he hears that Gill has resigned, he starts teaching                       all of Gill’s accounting courses and leaving the philosophy courses unaccounted for                      (pardon the pun). Mickey did this without notifying either the department chairman                       or the academic dean. Mickey has breached the duty of obedience.
               7) Assume now that Gill lands a job at another college, which schedules him to teach                        Partnership Tax, Individual Income Tax, and Wills & Trusts. Gill is now ecstatic                             because he can finally teach law. Two weeks into his first semester, he asks when                       payday is. The president of the college notifies him that since this college is a                              nonprofit institution, NOBODY gets paid. The college has violated its duty of                                 compensation.

               8) The firm offer rule allows the offeror to revoke an offer at any point of time prior to                         the acceptance.

               9) Gilmore, a former accountant and now superstar exotic dancer (stage name                                  “Bubbilicious”), contracts with the Barclay’s Center to give a series of                                           performances beginning on May 1, 2016. Unfortunately, prior to performing his                             obligation, Gilmore fell down an open manhole while jogging. Luckily, he survived 

         the accident but his right Achilles tendon was partially severed and, after four  
                       reconstructive surgeries, can no longer dance. The agency between Gilmore &                             Barclay’s Center is terminated by impossibility.

             10) In a case in which a buyer purchases goods from a thief who has stolen them, the                        purchaser acquires voidable title to the goods.
ESSAYS (20 POINTS)
Keep it simple. Write no more than two paragraphs, and PLEASE WRITE LEGIBLY!!!!!!!!!!!!!!!!!!!!
A YES or NO only answer is WHOLLY unacceptable. Be sure to explain WHY you are taking your position. 
1) Herbie Bittman, age 17, visits a local dealership. He just received his driver’s license and is looking for a good used car. He picks out a car that he likes, and he wants some time to save the money he needs to buy the car. The sales manager, Sam Dichter, assures Herbie that he has thirty days guaranteed to make up his mind about the car, and Dichter confirms this in writing. Two weeks later, Dichter sells the car to another buyer willing to pay a higher price. When Herbie returns the next day to buy the car, Dichter tells him that the car is no longer available, and that Herbie had no right to the car anyway because he is a minor. Herbie sues Dichter and the dealership for breach of contract. Who prevails?  Be sure to explain the reasons for your answer.
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2) Rhonda is an advertising vice president for Creepy Employer, Inc. Rhonda has recently received a promotion to her management position at a salary of $446,054 per year. In her new position, Rhonda is expected to bring in new clients and generate substantial revenues. After eighteen months, Rhonda is wrongfully fired and quickly takes another job with another advertising agency shortly thereafter. Rhonda’s new job pays Rhonda an annual salary of $544,600. When she leaves, several of Creepy’s key clients voluntarily transfer their accounts to Rhonda’s new employer. When Creepy sues Rhonda, alleging confidentiality violations, she claims as her defense that she has not violated any of her duties to Creepy, before or after her termination. Is Rhonda correct? Be sure to explain the reasons for your answer.
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