CHAPTER 32

Nature and Types of Bailments




KEY POINTS IN THE CHAPTER

· A bailment occurs when possession of property is transferred from one person (the bailor) to another (the bailee), for a specific purpose and for a specific period of time.

· The requirements for a valid bailment are transfer of possession of personal property and the ultimate return of that property.

· Bailments may arise from an express agreement, from the actions of the parties, or because justice and fair play require the recognition of such arrangements.

· Bailments are temporary and may end by agreement between the parties, by acts of the parties, by destruction of the bailed property, and by operation of law.

· There are situations similar to bailments but treated differently, such as depositing money in a bank account (a debtor-creditor relationship) or parking a car in a garage (a landlord-tenant relationship).

YES-NO QUESTIONS

Read each statement to determine whether it is an example of a bailment. Indicate your answer by circling Y (yes) or N (no) in the column on the right.

	1.
	You buy a TV set, agreeing to pay for it over a two-year period.
	Y
	N

	2.
	You lend your sister a tennis racket that you borrowed from a friend.
	Y
	N

	3.
	A friend lets you use a tape recorder in the basement of his home.
	Y
	N

	4.
	Your cousin lets you use her cottage for the weekend.
	Y
	N

	5.
	A friend asks you to take his snowmobile in for repairs.
	Y
	N

	6.
	A neighbor leaves a raincoat on the back seat of your car without
	Y
	N

	
	telling you about it.
	
	

	7.
	A neighbor asks you to watch his child while he is in the store.
	Y
	N

	8.
	You accept delivery of a TV set on behalf of a friend who is away.
	Y
	N

	9.
	You see someone else’s wallet on the ground but do not pick it up.
	Y
	N

	10.
	You store a radio and some clothing in a rented locker at a bus
	Y
	N

	
	station.
	
	

	11.
	You place some jewelry and legal documents in a safe-deposit box at
	Y
	N

	
	a bank.
	
	

	12.
	Your friend keeps your guitar for you while you go on vacation.
	Y
	N

	13.
	You ask a salesperson in a store to watch your coat while you go to a
	Y
	N

	
	different department in the store.
	
	

	14.
	You find a briefcase that has been stolen and attempt to return it to its
	Y
	N

	
	owner.
	
	

	15.
	You borrow a library book and agree to return it in two weeks.
	Y
	N
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SHORT-ANSWER QUESTIONS

Answer each of the following questions in the space provided.

1. List and briefly explain four characteristics of a valid bailment.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. Give two examples of bailments you have entered into. Do not use the ones mentioned in the textbook.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. Explain the difference between a bailment and a sale.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. Explain why depositing money in a bank is not considered a bailment.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. List five ways in which a bailment can end.

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

MULTIPLE-CHOICE QUESTIONS

Circle the letter of the best answer.

1. A bailment involves the transfer of

0. title to, but not possession of, personal property.

0. title to, but not possession of, real property.
0. possession of, but not title to, personal property.
0. possession of, but not title to, real property.
1. A bailment that arises because of the actions of the parties, without any oral or written agreement, is

1. illegal.

1. implied by law.
1. an express bailment.
1. implied in fact.
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1. Bailments implied by law often are created

0. through express agreements.

0. through implied agreements.
0. through mutual agreement.
0. when people find and take possession of lost or stolen property.
1. If bailed property is lost or damaged as a result of the bailee’s negligence,

1. the bailee has no liability.

1. the bailee is liable to the bailor for the value of the property.
1. the bailment ends by mutual agreement.
1. the bailment ends by operation of law.
1. All of the following can be the subject of a bailment except a(n)

2. stock certificate.

2. automobile.
2. garage.
2. motorcycle.

COMPLETION QUESTIONS

In the statements below, important words have been omitted. Fill in the blanks to complete each statement.

1. A person who takes possession of a bailed item is the ____________________.

1. Only ____________________ property can be the subject of a bailment.

1. The transfer of personal property for a specific time and purpose is called a(n)

____________________.

1. Land and buildings are examples of ____________________ property.

1. A bailment in which the agreement is stated in words, either oral or written, is a(n)

____________________ agreement

CASE PROBLEMS

Read the case problems below. For each problem, answer yes or no and then explain your answer in the space provided.

1. Sloan was going on vacation and asked Brown to keep his guitar while he was away. While Sloan was away, excessive humidity warped the guitar’s neck and ruined it. When Sloan returned, he insisted that Brown pay him for the damaged guitar. Was he entitled to collect?

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
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1. Monteiro, a high school senior, placed a camera in his high school locker and locked the door. When he returned from class, he discovered that the door had been broken and the camera stolen. Can he hold the school authorities liable for the loss on the grounds that a bailment had been created?

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________

1. By mistake, Andrews received in the mail a book her neighbor ordered. Not wanting to be bothered with it, she left it on her front porch. Two months later, the book was stolen. Was Andrews liable to her neighbor for the loss?

______________________________________________________________________________

______________________________________________________________________________

______________________________________________________________________________
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1. N

1. N

1. Y

1. N

1. N

1. N

1. Y

1. Y

1. Y

1. Y

Short-Answer Questions

1.

0. Possession—the bailor must be in possession of the property.

0. Personal property—only personal property is subject to a bailment.

0. Delivery and acceptance—the property must change hands and be accepted by the bailee.

0. Return—the bailed property must be returned with little or no change.

1. Answers will vary.

1. A bailment involves transfer of possession only. A sale involves a transfer of title and possession.

1. A depositor does not expect to get back the same money deposited, and therefore no bailment is created. The deposit establishes a debt from the bank to the depositor.

5.

1. upon completion

1. by mutual agreement

1. by acts of the bailor and bailee

1. by destruction of the bailed property

1. by operation of law

Multiple-Choice Questions

1. c

1. d

1. d

1. b

1. c
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Completion Questions

1. bailor

1. personal

1. bailment

1. real

1. express

Case Problems

1. No. Brown is responsible for only slight care of the guitar. The humidity was a problem beyond his control.

1. No. Monteiro did not turn the camera over to someone else; therefore, he retained possession and no bailment was created.

1. Yes, a bailment by necessity was created when Andrews received the book; this bailment makes her responsible for exercising reasonable care.

