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Jaz, Inc. v. B. Foley et. al.

2004 WL 194081 (Hawaii Ct. of App.)

This case provides a nice example of why Lessors should be careful to have Acceptance
Certificates signed after the equipment is delivered. The Lessee acquired some photo processing
equipment from Environmental First (“Vendor”) pursuant to an equipment lease with Hawaiian
Leasing, Inc. (“Lessor”). Prior to delivery of the equipment, Lessee executed all relevant lease
documents, including an Acceptance Certificate that was signed but not dated. Within the next
couple of days, Lessor issued a Purchase Order to Vendor and wired the money. At that point,
Lessor dated the Certificate of Acceptance. Lo and behold, the equipment was never delivered.
Lessee made some lease payments to Lessor before bringing suit against both Lessor and Vendor.
Default judgments were entered against VVendor and the majority of the opinion related to the
respective rights of Lessee and Lessor.

The court made no analysis as to whether the “Lease” was a true lease governed by Article 2A of
the Uniform Commercial Code or a lease intended as security but used Article 2A in the analysis.
It noted that Article 2A provides default rules for what constitutes acceptance and when a Lessee
owes payment under the statutory Hell and High Water Provisions in Article 2A but also noted that
the parties are generally free to agree to any terms they wish by contract. As such, the court looked
first to the terms of the Lease.

Of course, Lessor referred to: (1) the Acceptance Certificate which states that “all of the equipment
has been delivered and installed and the Lessee has accepted the equipment for purposes of
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