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1. ______  In contract law, judicial activism means courts ignore certain contractual provisions they consider unjust.

2. ______ Ruby Farms entered into an output contract with Breaks Juice, Inc. A dispute arose over how many apples Breaks was to buy under the contract. The parol evidence rule will bar introduction of evidence concerning the quantity of apples.
3. ______A contract is a promise the courts will enforce.

4. ______Micki offered to sell her toboggan to Kevin for $30. Kevin replied, "I will buy the toboggan for $25." Kevin's response terminates Micki's offer.

5. ______Peter's Auto Sales put an advertisement in the newspaper to sell a used car for $300. Advertisements are generally not offers.

6. ______Generally, past consideration is adequate consideration.

7. ______ Enterprise promised to give Arthur 2% of the company's stock if he would work for the company one more year. Arthur agreed to stay. There is consideration to support this agreement.

8. ______Requirements and output contracts are generally unenforceable.

9. ______A gambling contract is illegal unless it is specifically authorized by state statute

10. ______First Federal loaned Mark $10,000 at 15% interest. The maximum legal rate of interest on this type of loan was 8%. First Federal's loan to Mark was usurious.

11. _______Sally gave First Bank a second mortgage on her lake home. Under the statute of frauds, the mortgage is an interest in land and must be in writing to be enforceable.

12. _______ Before leaving on a trip to Africa, Howie purchased $1 million of life insurance, naming his best friend Yolanda as his beneficiary. While on the trip, Howie was killed. Yolanda will not be entitled to the insurance proceeds because she did not have an insurable interest in Howie's life.
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13. While driving to work, Amanda stopped at a gas station and filled her gas tank. Amanda is obligated to pay for the gas because there is a(n):

a. Express contract
b. Implied contract
c. Unilateral contract
d. Bilateral contract

14. Which of the following is NOT a required element of a contract?

a. Agreement
b. Consideration
c. Legality
d. Fairness
15. When Samuel was hired to manage Microswift, a computer software firm in Dallas, he signed an employment agreement that contained the following provision: "I, Samuel, will not solicit business from the customers that I worked with at Microswift for a period of one year following my termination of employment with Microswift." This is an example of a(n):

a. noncompete clause.
b. exculpatory clause.
c. bailment clause.
d. gambling clause.
16. Albert read ElectroCorp's ad in the local newspaper advertising a new laptop computer for $89. Albert rushed to the store to buy the laptop only to be told by the salesperson that the ad was a misprint and the price should have been $899. Albert gave the salesperson $89 plus sales tax and demanded the laptop. What is the outcome?

a. The advertised price will only be binding on the store if there is a clickwrap agreement involved.
b. The ad is a contract and the store must abide by terms stated in the contract
c. The store must accept the price stated in the ad, but only if Albert has a copy of the ad with him.
d. Albert is merely making an offer to ElectroCorp to buy the laptop for $89 plus tax
17. Mabel borrowed $8,000 from Leo and signed a promissory note in that amount. She mailed Leo a check for $7,000 and wrote "paid in full" on the check. If Leo cashes the check and tries to collect the other $1,000:

a. Leo will lose, as this is an accord and satisfaction.

b. Leo will lose because this is a case of preexisting duty.
c. Leo will win, as this is a liquidated debt so there is no accord and satisfaction.
d. Leo will win, as this is a case of promissory estoppel.
18. William agrees to drill a well up to 200 feet deep for John's rural cabin. The contract price is $3,000. After drilling 100 feet, William strikes solid granite rock. He talks to John and explains that this is highly unusual for the area and could not have been anticipated at the time of entering into the contract. He offers to get a special drill, but says it will cost him more money, so that he will be unable to complete the project for the agreed price. Because John is anxious to have the well, he agrees to pay William an additional $1,000 to complete the job. However, once the well is finished, he changes his mind and now says he will pay only the originally agreed-upon amount.
a. John is obligated to pay the additional $1,000 because of unforeseen circumstances.
b. Under the UCC, this contract as modified is binding because no consideration is needed for the modification.
c. William is in breach of contract, so John need not pay any additional money.

d. William is under a pre-existing duty to perform at the originally agreed price.

19. Which two factors most influence a court to find that a contract is unconscionable?

a. Oppression and surprise.
b. Underlying reference and insurable interest.
c. Excess interest and restraint of trade.
d. Reasonableness and scope.
20. ISC, Inc. hired Judy to bribe a foreign governmental official. The bribe violates the Foreign Corrupt Practices Act. ISC gave Judy $100,000 in cash to make the bribe payment. Instead of paying the bribe, Judy kept all of the money. If ISC sued Judy to recover the $100,000, ISC:

a. will be able to recover the $100,000 since Judy breached the contract.
b. will be able to recover the $100,000 only if it can show that the bribe was a business necessity.
c. will be able to recover only one-half of the money since ISC had "dirty hands."
d. will not be able to recover the $100,000 because the agreement was illegal

21. Which of the following exculpatory clauses will most likely be enforceable?

a. An exculpatory clause that relieves a white-water rafting outfitter from intentional torts.
b. An exculpatory clause that relieves a white-water rafting outfitter from gross negligence.
c. An exculpatory clause that relieves a white-water rafting outfitter from ordinary negligence.
d. An exculpatory clause hidden in a multi-page document that all participants in a white-water rafting trip are required to sign.
22. When Martha was hired as a sales representative by Overton, Inc., she signed an employment agreement that contained the following provision: "I, Martha, will not solicit business from customers that I worked with at Overton for a period of one year following my termination of employment with Overton." Agreements like the one signed by Martha are generally only enforceable if necessary to protect:

a. trade secrets, confidential information, or protected customer lists developed over an extended period.
b. any customer lists used by the company.
c. the customers from overzealous salespeople.
d. the company from long-term competition by former employees.
