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Practice Test

1.
In August, Dorothy Jenkins went to First American Mortgage and Loan Association of Virginia (the Bank) to sign a second mortgage on her home. Her first mortgage was with a different bank. She left the closing without a copy of the required Truth in Lending Act disclosure forms. Jenkins defaulted on her loan payments, and, the following May, the Bank began foreclosure proceedings on her house. In June, she notified the Bank that she wished to rescind the loan. Does Jenkins have a right to rescind the loan 10 months after it was made?

Jenkins entered into a second mortgage that was not from the same bank as her first mort​gage. Therefore, under the Truth in Lending Act, Jenkins had an automatic right to rescind for three business days. However, because the lender did not give the required forms to her at the closing, Jenkins could rescind for up to three years. Jenkins v. Landmark Mortgage Corp., 696 F. Supp. 1089 (W.D. Va. 1988).

3.
Joel Curtis was two and his brother, Joshua, was three years old when their father left both children asleep in the rear seat of his automobile while visiting a friend. His cigarette lighter was on the dashboard of the car. After awaking, Joshua began playing with the lighter and set fire to Joel’s diaper. Do the parents have a claim against the manufacturer of the lighter under the Consumer Product Safety Act?

The court held that the defendant did not have a claim because there was no evidence that the manufacturer had knowingly violated a consumer product safety rule. Curtis v. Pope & Talbot, 1992 U.S. App. LEXIS 14917 (6th Cir. 1992).

5.
Thomas Pinner worked at a Sherwin-Williams paint store that was managed by James Schmidt. Pinner and Schmidt had a falling out when, according to Pinner, “a relationship began to bloom between Pinner and one of the young female employees, the one Schmidt was obsessed with.” Pinner quit. Schmidt claimed that Pinner owed the company $121.71 for paint he had taken but not paid for. Sherwin-Williams reported this information to Chilton, who ran a credit reporting agency. Pinner’s attorney sent a letter to Chilton notifying him that Pinner disputed the accuracy of the Sherwin-Williams charges. Chilton contacted Schmidt who confirmed that Pinner’s account remained delinquent. Chilton failed to note in Pinner’s file that a dispute was pending. Thereafter, Pinner was denied credit cards at two stores. Have Schmidt and Chilton violated the Fair Credit Reporting Act?

Once Chilton received notice of the dispute, it was obligated to re‑verify the accuracy of the information. It was not enough simply to ask Schmidt, because Chilton knew that Schmidt and Pinner had had a dispute. If no one else could verify the report, Chilton should have deleted it. Schmidt was not in violation because the information he provided was essentially true–Pinner's ac​count at Sherwin‑Williams was delinquent. Pinner v. Schmidt, 805 F.2d 1258 (5th Cir. 1986).

7.
In October, Renie Guimond discovered that her credit report at TransUnion Credit Information Co. incorrectly stated that she was married, used the name “Ruth Guimond,” and had a credit card from Saks Fifth Avenue. After she reported the errors, TransUnion wrote her in November to say that it had removed this information. However, in March, TransUnion again published the erroneous information. The following October, TransUnion finally removed the incorrect information from her file. Guimond was never denied credit because of these mistakes. Is TransUnion liable for violating the Fair Credit Reporting Act?

Although Guimond was never denied credit, she had been deterred from even applying be​cause of her concerns about the contents of her file. TransUnion was liable. Guimond v. TransUnion Credit Info. Co., 45 F.3d 1329 (9th Cir. 1995).

9.
Thomas Waldock purchased a 1983 BMW 320i from Universal Motors, Inc. It was warranted “to be free of defects in materials or workmanship for a period of three years or 36,000 miles, whichever occurs first.” Within the warranty period, the car’s engine failed and upon examination was found to be extensively damaged. Universal denied warranty coverage because it concluded that Waldock damaged the engine by over-revving it. Waldock vehemently disputed BMW’s contention. He claimed that, while being driven at a low speed, the engine emitted a gear-crunching noise, ceased operation, and would not restart. Is Universal in violation of the law?

It depends on whom you believe. If, as Universal alleged, the damage was caused by Wal​dock's unreasonable use, then the warranty was invalid. The jury believed Waldock, however, and found that Universal had violated the warranty. The jury awarded Waldock the fair market value of the car. Universal Motors v. Waldock, 719 P.2d 254 (Alaska 1986).

11. ETHICS After TNT Motor Express hired Joseph Bruce Drury as a truck driver, it ordered a background check from Robert Arden & Associates. TNT provided Drury’s Social Security number and date of birth, but not his middle name. Arden discovered that a Joseph Thomas Drury, who coincidentally had the same birth date as Joseph Bruce Drury, had served a prison sentence for drunk driving. Not knowing that it had the wrong Drury, Arden reported this information to TNT, which promptly fired Drury. When he asked why, the TNT executive merely stated, “We do not discuss these matters.” Did TNT violate the law? Whether or not TNT was in violation, did its executives behave ethically? Who would have been harmed or helped if TNT managers had informed Drury of the Arden report?
The Fair Credit Reporting Act required TNT to ask Drury’s permission before requesting a consumer report. Then, before firing him, TNT was required to give him a copy of the report and a description of his rights under this statute. Drury v. TNT Holland Motor Express, Inc., 885 F. Supp. 161 (D.Ct. 1994).








