Name:  __________________________________			Date:  ________________ 
                                                                                 Keuka College
Business Law – 202.01
Test 2 (Chapters 6 – 9)

Directions:  Please highlight the most appropriate response.

Chapter 6

1. Jake lost his wallet and put an ad in the online student newspaper saying “Lost wallet. Reward $100. Call Jake.” Melanie, a classmate of Jake’s, saw the ad, and spent two days looking for the wallet, missing three classes. Jake later found his wallet in the student parking lot. When Jake found out about all the work Melanie had done, he thanked her, but didn’t give her $100 or anything for her troubles. Which of the following is true of this situation?
a. Jake offered a bilateral contract, and Melanie is entitled to be compensated for her efforts.
b. Jake offered a bilateral contract, and Melanie is entitled to nothing because she did not perform.
c. Jake offered a unilateral contract, and Melanie is entitled to be compensated for her efforts.
d. Jake offered a unilateral contract, and Melanie is entitled to nothing because she did not perform.

2. Flick entered into an oral agreement with Ralphie where he agreed to sneak out at night and 
spray paint graffiti on the walls of Warren G. Harding Elementary School in consideration of $25. The two negotiated over the price and Flick finally agreed to do it when Ralphie "double dog dared" him. With respect to the laws of contracts, which type of contract is this?
a. This is an implied, unilateral, and void contract.
b. This is an express, bilateral, and void contract.
c. This is an implied, bilateral, and void contract.
d. This is a quasi, unilateral, and voidable contract.

3. Merv is a bulldozer operator. He was hired by Carla to fill in a swampland on her property and they signed a contract for him to do it on March 1st. On February 28th, Merv is informed by a city official that the swampland Carla wanted filled in is protected wetlands and it would violate environmental law to do the job. If Merv then calls Carla telling her the deal is off and Carla threatens to sue for breach of contract, what result?
a. The contract is void, Carla loses.
b. The contract is voidable, Carla loses.
c. The contract is valid as there was offer and acceptance, Carla wins.
d. The contract is valid as it was bilateral, Carla wins.

4. Precious, at a private party, agreed to sell LaStarshae her new Gucci purse for $2,000. LaStarshae asked Precious if she would hold the price open until the end of the month when LaStarshae received a quarterly bonus from her job. Precious agreed to do it for her as a favor. At the end of the month, LaStarshae approached Precious with $2,000 in hand, but Precious said "Sorry, LaStarshae, I just sold it to Celine, you're too late." What will be the result if LaStarshae sues for breach of contract?
a. LaStarshae wins as this was a valid option contract that Precious breached.
b. LaStarshae wins as this was a valid bilateral contract.
c. Precious wins as there was no exchange of consideration.
d. Precious wins as there was no writing.
5. The definition of a contract is
a. a uniform written set of promises.
b. an agreement between a business party and another business or private party that is irrevocable, written and clearly articulated.
c. an agreement between parties that is clearly articulated and involves a promise for a promise with express, clearly articulated duties and rights.
d. a promise or set of promises enforceable by law.

6. Techno Plus, a corporation that sold high end digital printer/copiers, entered into a written contract with Wesley, a lawyer, which included a payment of $500 per month for the printer/copier itself and $200 a month for a service agreement. The sales representative and Wesley negotiated the price of this contract in a serious of email and personal exchanges. Which of the following describes this type of contract?
a. Unilateral and incidental
b. Hybrid and express
c. Hybrid and implied
d. Bilateral and voidable

7. The contract for the lease of a fleet of delivery trucks, which would be considered equipment, to FedEx by Ford Motors would be governed by:
a. state common law.
b. the Uniform Commercial Code.
c. federal regulations.
d. federal common law.

8. Gargantuan Corporation is negotiating with Drumph Commercial Properties to purchase a skyscraper to house their world headquarters in New York City. Which of the following would govern the sale of this building?
a. Hybrid laws.
b. The Uniform Commercial Code.
c. State statutory law based on the Uniform Commercial Code.
d. State common law.

9. Sarah and James have entered into an agreement where Sarah offered to sell her Camaro to James for $15,000 and James agreed to buy it for that price. This agreement is known as a/an
a. alignment of opportunities.
b. meeting of the minds.
c. acknowledgement of intentions.
d. agreement of mutuality.

10. Which of the following stands for the proposition that a contract must involve both sides receiving and giving up something of legal value?
a. capacity
b. legality
c. consideration
d. offer and acceptance






11. Alexander was a brilliant inventor who worked for GiantCo. Alexander received a salary of $90,000 a year, but also invented several products for GiantCo which made them in excess of $10 billion in profits in the five years he had worked for them. Alexander was dissatisfied with his salary and wanted a bonus based on the massive amount of money he made GiantCo, but they turned down his request and paid him only one dollar more than his base salary because he had signed an employment contract which called for him to give up “all rights to inventions in consideration of $1.” Bill thinks this is unfair and has sued. What will be the likely court result?
a. Alexander wins because $1 is inadequate consideration for $10 billion in profits.
b. Alexander wins because there was no mutual assent in the contract.
c. GiantCo wins because the $1 agreement for the rights to inventions was past consideration and thus not enforceable.
d. GiantCo wins because this was a bargained-for exchange and consideration need not be of equal value.

12. Allie, a 24-year-old graduate accounting student, entered into a written agreement with her father to give up drinking until she completed her master’s degree. Her father agreed to pay her $100,000 if she did so. Does Allie have a right to collect if she lives up to her end of the bargain?
a. Yes, because this is a bargained-for exchange and has adequate consideration.
b. Yes, because giving something up always creates legal forbearance.
c. No, because giving up drinking is inadequate consideration for $100,000.
d. No, because Allie did not give anything to her father, thus there was no legally valid exchange.

13. Which of the following would be nominal consideration?
a. Jorge entered into an agreement with Drake to sell him his motorcycle for $10,000. The motorcycle was worth $20,000.
b. Frazier entered into a written contract to train Foreman for a boxing match in consideration of $5,000.
c. Grover entered into a written contract with Oscar to sell him his house in consideration of $10. Oscar never turned over the $10.
d. Belinda pulled April out of a burning car, saving her life. April then offered Belinda $1,000 in consideration of her heroism.

14. Marcus was offered a job as a senior manager by Super Corp. The offer, which was made over the phone, was for a three-year contract for $120,000 salary per year. Marcus orally accepted, there was no writing. The state in which Marcus was offered the job requires that such contracts be in writing. Marcus quit his current job, which paid $75,000 a year, and headed to the state where Super Corp was headquartered. When he arrived, the director at Super Corp who had originally offered him the job said that they were revoking and that there was no contract, as Marcus never signed an employment agreement. If Marcus sues Super Corp, what is the likely result?
a. Super Corp owes Marcus nothing because he did not perform the required acceptance by writing.
b. Super Corp owes Marcus nothing because an offeror may always revoke even after acceptance so long as the contract has not yet commenced.
c. Marcus is owed something by Super Corp because he relied reasonably and to his detriment on Super Corp’s offer.
d. Marcus is owed something by Super Corp because an offeror may never revoke until the offeree has exhausted their right to contemplate the contract.



Chapter 7

1. When the subject matter of the contract has been destroyed subsequent to the agreement but
    prior to performance, the remaining contract obligations will likely be discharged on the basis of
    _____.
a. impossibility
b. condition precedent
c. subjectivity
d. frustration of purpose

2. An aggrieved party is entitled to recover consequential damages when
a. the losses are covered by compensatory damages.
b. the damages are caused by unforeseeable factors.
c. the parties agreed to a fixed damage amount ahead of time.
d. the damages are an indirect result of the contract breach.

3. Cora agreed to sell Rafael a rare, vintage car in 90 days. When the parties met to sign the
   paperwork and hand over the keys, Cora breached their agreement by refusing to sell. If the court 
   orders Cora to sell Rafael the car, as promised, which type of remedy is being granted?
a. A legal remedy
b. Restitution
c. Specific performance
d. Reformation

4.  When the parties have imperfectly expressed their agreement and this imperfection results in a 
     dispute, a court may rewrite the contract, so it conforms to the parties' actual intentions. This  
     contract modification is called _____.
a. mitigation
b. reformation
c. injunction
d. tender of performance

5. Parties to a contract can ordinarily substitute another party to perform their contract duties. Which
    of the following statements is true when a delegation of duties occurs?
a. The delegatee becomes wholly responsible for the obligation.
b. The delegator has the power to delegate the task to a competitor of the obligee.
c. The delegator can be held liable for the delegatee’s failure to perform.
d. The delegator can transfer any contract duties, even those that involve special skills.

6. If one party to a contract uses any form of unfair coercion to induce another party to enter into or
    modify a contract, the coerced party may avoid the contract on the basis of _____.
a. fraudulent misrepresentation
b. duress
c. concealment
d. detrimental reliance

7.When the parties to a contract perform their agreed contractual obligations in good faith to
   complete the contract, this is known as _____.
a. discharge
b. rescission
c. remedy
d. repudiation

8. Josh tells Rick that the mountain bike he’s selling is less than a year old, has recently been
    serviced, and is in great condition. Rick agrees to buy the bike and signs Josh’s contract.  
    However, Josh knows that his bike is six years old and needs repairs. Rick is seriously injured
    when the bike malfunctions on his first mountain ride. In this scenario, Rick might be able to avoid 
    the contract and recover damages because Josh’s conduct meets the standard for _____.
a. duress
b. fraudulent misrepresentation
c. undue influence
d. innocent misrepresentation

9. Which of the following is true of a contract that involves a partial breach by one of the parties?
a. The breach relates to a fundamental term of the contract.
b. The breach has an effect on the value of the contract.
c. The nonbreaching party under the contract may not be relieved from performing his duties.
d. The nonbreaching party under the contract may not recover damages related to the breach.

10. Stephanie agrees to sell her sailboat to Walter and to deliver in two weeks.  Daniel then learns 
      that Stephanie is looking for another buyer who will pay a higher price. Walter turns to the court 
      to stop Stephanie from selling her sailboat to any other party. In this case, Walter is seeking 
      _____.
a. compensatory damages
b. injunctive relief
c. consequential damages
d. specific performance

11. When a party to an agreement owes a duty to perform and fails to fulfill her obligation, this is 
      known as
a. breaching the contract.
b. anticipatory repudiation.
c. consequential repudiation.
d. imperfect reformation.

12. In which of the following situations is a court most likely to find substantial performance?
a. Superior Manufacturing orders 6,000 containers of the standard industrial type of manufacturing machine oil from Industrial Supply Associates (ISA), but ISA can deliver only 5,500 containers.
b. Hernandez orders a light blue paint job for his car from the auto body and paint company, but they paint his car a light green.
c. Gamaliel orders 10 gallons of paint to paint his corporate offices, but the supplier only delivers six gallons.
d. Ian orders a motorcycle from the Honda dealer, and while the cycle is otherwise exactly what he ordered with the same color and accessories, it has a 600cc engine rather than the 900cc engine that he ordered.
Chapter 8
1. Which of the following sales agreements is most likely to be subject to Article 2 of the Uniform 
      Commercial Code (UCC) because it represents a merchant transaction?
a. A sales agreement made by Julian, who regularly teaches dance lessons to seniors.
b. A sales agreement made by Masoud, a gym owner, who sells one piece of used equipment to an employee.
c. A sales agreement made by Mira, a graduate student, who sells her old furniture to a friend.
d. A sales agreement made by Jon, owner of a wholesale plant nursery, who sells to Selene, the owner of a gardening store.

2..Generally, the Uniform Commercial Code (UCC) provides that a merchant’s firm offer can only be   
     irrevocable for a maximum period of _____.
a. three months
b. one year
c. 15 days
d. 18 months

3. Maya enters into a sales contract with Kevin. Which of the following is most likely to be true if Kevin breaches the contract even before he receives the goods?
a. If the breach occurs while the goods are in transit to Kevin, Maya cannot cancel the contract outright.
b. If the goods are perishable, commercial standards and state law may require a public auction advertised over a period of time.
c. If Maya incurs incidental damages due to reselling the goods, she cannot claim any difference in value between the contract price and resale price.
d. If Maya recovers the full value of the contract from Kevin, she cannot resell the goods to a new buyer.

4. Terms of a contract that predetermine which nation’s laws and court system will be used in a potential lawsuit over that contract are called _____.
a. formal writing requirements
b. opportunity to cure
c. choice of law and forum clauses
d. INCO terms

5. The U.N. Convention on Contracts for the International Sale of Goods (CISG) is different from the Uniform Commercial Code (UCC) in that
a. the UCC has no statute of frauds.
b. the CISG does not apply to merchants.
c. the UCC applies to sales contracts that include goods and services.
d. the CISG allows sellers the right to cure even after the performance period is over.

6. Ancient Grove specializes in selling premium olive oil. If Ancient Grove enters into an agreement with an olive oil producer in Greece to purchase all the oil they produce, this would be a(n) _____.
a. output contract
b. requirements contract
c. input contract
d. closed-term contract

7. Mirror, Mirror, LLC has a shipment contract with Speedy Ship, Inc. for all their delivery services. Speedy Ship picked up a crate containing five large mirrors from the Mirror, Mirror warehouse but they shattered during transit to the customer. Which party bears the risk of loss?
a. The delivery truck driver
b. The customer
c. Mirror, Mirror, LLC
d. Speedy Ship, Inc.

8. Under the Uniform Commercial Code (UCC), a seller’s obligation actually goes beyond just delivering conforming goods. The seller must deliver the goods in a manner that matches the contract terms in every respect. This is known as the _____.
a. mirror image rule
b. seasonable notice rule
c. knockout rule
d. perfect tender rule

9. When a seller breaches a sales contract, the Uniform Commercial Code (UCC) permits the buyer to prevent further losses by canceling the contract and purchasing substitute goods from another vendor in order to continue business operations. This right is known as _____.
a. tender
b. cover
c. knockout
d. cure

10. When one merchant proposes a term in the purchase order, but the other merchant’s acknowledgment form includes a term that is different from the offer, the majority of states apply the rule that the conflicting terms cancel each other out and neither term becomes part of the contract. This is known as the _____.
a. knockout rule
b. perfect tender rule
c. mirror image rule
d. seasonable notice rule

11. Harriet’s Hats ordered 1,000 red hats from Gary’s Retail Supply. Gary’s sent 1,000 blue hats by mistake. Under the UCC, which of the following options does Harriet’s have?
a. Reject the entire shipment of blue hats within a reasonable time.
b. Accept all of the blue hats as is.
c. Accept part of the blue hats and reject the rest within a reasonable time.
d. All of the answer choices are correct.

12. The United Nations Convention on Contracts for the International Sale of Goods (UNCISG) is similar to the UCC in that the UNCISG
a. requires a writing for all business contracts.
b. exists to fill in the missing terms of a sale of goods contract when the parties haven’t otherwise agreed on terms.
c. applies to transactions in which one party is a nonmerchant.
d. All of the answer choices are correct.

13. Systematic Systems (SS) entered into an agreement with Creative Computing (CC) for CC to deliver 1,000 computer hard drives to SS, “FOB SS warehouse.” A check for payment will be given on delivery. On the way to make the delivery, the truck was overturned by a tornado. The driver escaped alive, but the hard drives were ruined. Which of the following statements is true?
a. This is a shipment contract, and CC bears risk of loss.
b. This is a shipment contract, and SS bears risk of loss because the hard drives had been set aside and tendered.
c. This is a destination contract, and because delivery had been initiated, the SS bears the risk of loss.
d. This is a destination contract, and since the goods were never properly tendered, CC bears the risk of loss.

Chapter 9
1. To prove a defamation claim, plaintiff must prove that the defendant’s statement was
a. opinion-based.
b. provably false.
c. merely unkind.
d. factual and true.

2. Which of the following individuals is protected against defamation claims through a qualified privilege?
a. A prosecutor who makes a statement against the accused during a court proceeding.
b. A member of Congress who criticizes another member during a congressional hearing.
c. A state legislator who makes an allegation in the course of carrying out her duties.
d. A non-government official who relies on and cites an official public document while making a public allegation.

3. The intentional touching of another person, without that person's consent, in a harmful or offensive manner is called _____.
a. civil assault
b. trespass to chattel
c. battery
d. intentional infliction of emotional distress

4. Under the doctrine of res ipsa loquitur, the injured party can prove a negligence claim by
a. establishing that the tortfeasor acted unreasonably and breached their duty of care.
b. using the facts of the case to create a presumption of negligence.
c. showing that the tortfeasor violated a safety statute.
d. demonstrating that they had a special relationship with the tortfeasor.

5. Elise was injured when her Proper Pour coffee pot spontaneously shattered. Elise may pursue a products liability claim against Proper Pour under all of the theories of liability listed below, except
a. warranty.
b. negligence.
c. assumption of risk.
d. strict liability.

6.  The party that commits a civil wrong and causes the other party to suffer a loss is called a(n)
a. plaintiff.
b. tortfeasor.
c. wrongdoer.
d. offender.

7. Which of the following individuals is most likely to avoid liability for defamation through absolute privilege?
a. Hans, a journalist, who makes a false statement about a CEO of a multinational company.
b. Lydia, a social media influencer, who quotes an actor and calls him a chauvinist pig in an online post.
c. Andreas, a state court judge, who makes insulting statements about the accused during a criminal trial.
d. Rani, a business owner, who makes unflattering statements about a former employee in her employment reference.

8. In cases of fraudulent misrepresentation, the law is most likely to allow the innocent party to recover when the tortfeasor
a. knows that the misrepresented fact is false.
b. knows that the misrepresented fact is immaterial.
c. relies on misrepresented material fact.
d. suffers damage.

9. Which of the following acts would be considered negligence per se?
a. Alan drives his car at 60 mph in a 35-mph zone because he does not see the speed limit sign.
b. Rita fails to notify the school administrator that the stairway in her school library is broken.
c. Nate gets an aggressive dog because he wants his home guarded.
d. Talia forgets to warn her guests that the cream used in the dessert is not fat-free.

10. Which of the following is true of product liability?
a. Companies are liable for manufacturing defects but not design defects.
b. Warranty laws impose liability even in the absence of negligence.
c. Retailers do not have a duty to warn consumers of potential dangers caused by a product they sell.
d. If a seller has not made a specific representation about the product, the buyer is not protected by warranty.

11. A tort is:
a. a failure to uphold the terms of a UCC-governed contract.
b. a civil wrong where one party has acted or failed to act in a way that causes loss to be suffered by another.
c. a criminal wrong where a party has acted or failed to act in a way that causes loss to be suffered by another.
d. a breach of contract.

12. Dirk is the delivery driver for Papa Pepperoni’s Pizza. On a delivery he spotted Marvin, his main competition for the affections of his girlfriend Jolene. He accelerated his truck and hit Marvin, breaking both his legs. Under these circumstances, this is
a. a negligent tort.
b. an intentional tort.
c. nonfeasance.
d. a crime but not a tort.
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