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Sample Answer for End-of-Chapter 

Hypothetical Question with Sample Answer 

Chapter 13: 

Warranties, Product Liability, and Consumer Law
13–2  Hypothetical Question with Sample Answer 
Maria Ochoa receives two new credit cards on May 1. She had solicited one of them from Midtown Department Store, and the other arrived unsolicited from High-Flying Airlines. During the month of May, Ochoa makes numerous credit-card purchases from Midtown Department Store, but she does not use the High-Flying Airlines card. On May 31, a burglar breaks into Ochoa’s home and steals both credit cards, along with other items. Ochoa notifies the Midtown Department Store of the theft on June 2, but she fails to notify High- Flying Airlines. Using the Midtown credit card, the burglar makes a $500 purchase on June 1 and a $200 purchase on June 3. The burglar then charges a vacation flight on the High Flying Airlines card for $1,000 on June 5. Ochoa receives the bills for these charges and refuses to pay them. Discuss Ochoa’s liability in these situations.

Sample Answer:

The Truth-in-Lending Act (TILA) deals specifically with lost, stolen, and the unauthorized use of credit cards.  For credit cards solicited by the cardholder and then lost or stolen, the act limits the liability of the cardholder to $50 for un​authorized charges made prior to the time the creditor is notified.  There is no liability for any unauthorized charges made after the date of notice.  In the case of the Midtown Department Store credit card stolen on May 31, the $500 charge made on June 1, which is prior to Ochoa’s notice, causes Ochoa to be li​able for the $50 limit.  For the June 3 charge of $200 made after the notification, Ochoa has no liability.  TILA also deals with unsolicited credit cards.  Unless a credit cardholder accepts an unsolicited card (such as by using it), the cardholder is not liable for any unauthorized charges.  Moreover, the act prohibits the issu​ance of unso​licited credit cards.  No notice by the credit cardholder of an unsolic​ited, unac​cepted card is required to absolve the cardholder from liability for un​authorized charges.  Therefore, Ochoa owes $50 to the Midtown Department Store and noth​ing to High-Flying Airlines.

