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Lessee entered into a "lease" for a backhoe which entitled the lessee to purchase the backhoe for $1 at the
end of the lease term. After making all the required lease payments, lessee retained possession of the

backhoe without tendering the $1 or notifying the lessor of its intent to exercise the purchase option.

The lessor repossessed the backhoe, sold it without notice to the lessee and kept the proceeds. Lessee
sued claiming breach of contract, conversion and violations of Virginia's Uniform Commercial Code
(U.C.C)). The court concluded that the lease was a security agreement under the U.C.C. because it
provided the lessee the option to purchase the backhoe for nominal consideration. It further found that
even though the lessee had breached the contract by failing to exercise the option according to the terms
of the agreement and had defaulted on the lease by making late payments, the lessee was still entitled to

damages for lessor's failure to conduct the sale in a commercially reasonable manner.

Marks & Weinberg, PC is a law firm with significant experience in dealing with virtually every
type of equipment and facility lease financing. The lawyers of the firm have participated in
leasing financings for more than a billion dollars of equipment and are recognized throughout the

industry. If you would like more cases or articles on leasing, or have any questions or comments

about this Article or other leasing issues, please visit leaselawyer.com or contact Barry Marks at
205.251.8303 or Ken Weinberg at 205.251.8307.
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