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PLEASE READ CAREFINLY

Sl ANDGWERS ARE TO BE WRITTEW On THE FPABES PROVIDED WITH THIE
EXAMINATION. THE EXAMINATION IS5 TO BE TURNED IN WITH THE ANBWERS
AT THE END OF THE EXAMINATION AND ARE NOT TO BE KEPT BY THE
TESTEE. MO COFY OF THIZ EXAMINGTION MAY BE REMOVED FROM THE
EXAMINATION ROOM DURING THE EXAMIMNASTION.

Thers are twog gussticns of indicated valus., The time for
completing the sxamination is two hours.

1. This sxamination is "vlosed boock.” Statute books and/or
calculators 2ay N2t De brought into ths festing room.
Sesums that s811 action takes place in a jurisdiction in

which the Texas Uniform Faritnership Act is in sffect.

i

Za Be surs to answer the gpecific cuestion that iz asked.
Information supplied relating 1o some unasked gusstion
will not incrzass yowr stors, Consumes your time needed
to answer the azted gusstions, and could lower your score
it erronecus.

Z. If
s
and
SES

D Du=siity, not guanitity, s desirsd. Think through and
briefly cutlime {17 the ma-gin, on the gusstion, or on
rhe back of 2 sage, 14 mEss bDe) osous answer oetore yvoud
CEgin 10 wWriis.

i Writes lsgibly. Be zure 2o formulais your anwars in
zomplets serntences and paragraphs with proper Jramnar.
Failurs to 2o o will rs=sull o in ozn aopropriately lower
i ut: of - 38

5. Do not segelk an intsrprstatize of language in the
questions from anyons. I+ wvou sense aabiguiity or
typograohi i . : Yartahl 1t DY Snaping
the guesti b sediog o
mditorial

linder the HMonor

affirm that vou Have ained aid in
conmection with this = = wry ofF  aSny one 50
doing. I+ vou cannct mak ation, Rail note such
fact on vour examination srnd sust immedigtsly advies the Jean of
the reason btheroefor.




Mr. Flint

I.
[50U~—60 minutes]

For saven years Arunah Hubbell has been operating a brick
factory in Teague, Texas. One of hiz biggest customers is Arthur
Cary & Sons, a partnership composed of Arthur Cary and his song: ..
Edward, Francis, Beorge., and John that is involved in construction
of housess in Mexia, Texas. The partnership agreement provides that
Arthur Cary is to be the managing partner and only he has the
authority to act on behalf of the partnership. &rthur Cary always
sends his youngest son Francis Cary to buy the bricks pursuant to a
power of attorney dated February 14, 1982, that states:

"1, the sole managing partner of Arthur Cary & Sons,
monstitute and appoint Francis Carv as the attorney in fact
tor the partnership to purchase up to twenty truckloads of
bricks from fArunah Hubbell’s brick factory in any one thirty—
davy period.

Fe-thur Cary ¥ Sons

by Arthur Cary, managing partner

The purrhases are rnormally handled through a telephone order $from
Frantis Cary feoliowed by a trip to the factory by Francis Cary to
pick up a truckleozsd and sign a purchase order containing credit and
pavment provisions extending over the next ninty davs.

On January 5, 1987, Arthur Carv % Sons pursuant to an effort

to expand the business was awarded the contract to construct the
new Federal Bullding in Waco, Tazas., That zame day Arthur Cary
w“igsited his attorney because he was angry at his sors for sxpanding
the business out of homebullding. The rext day he triesd to obtain
Srancis Cary’s document representing his powsr of attorney but
Francis would not surrender it. Conseguently, Arthwur Cary published
in the newspaper on January ¥, 1987, that no one had any authority
to act on beheld of the parinership other than himsels.

The supansicon of the business required additional truckloads
ot bBrick and on February 27, 1987, Francis Cary telephoned to
purchazse fiftty truckloads of brick. That day Arunah Hubbell, who
many times nad been told by Arthur Cary that only Arthur Cary had
apthority to speak on bhehalfd of the paritnership, visited Edward

rv, his usual contact at Arthur Cary % Sons.  Srunah Hubbell
inguirsd of Edwkard Cary that since thiz was a larger than usual
grder whether it was authorizesd by the partnership. Zdward Lary
=aid “”mﬁ, hasn™t he [meaning Francisel always been our @an to buay

Erick.

Subseguently, Francis Cary arrived to cary off ithe brick and
zigned the usual purchase order for the brick, signing "Arthur Cary
% Bons, by: Francis Cary, attorney in fact” as he always had

bafﬁ.h. The process took ten dayvs since this load was larger than
those in the past.



arthur Cary watched all the brick arrive and then cn éprlz'
1987, sent a note to Arunah Hubhell to come and take back his br;m?

5inc@ the contract under which they had been purchased was not
lepgally binding on Arthur Cary 4% Sons.

Since Arunah Hubbell had incurrsd considerable extra expense
to fullfill the order and doesn’t have sufficient trucks to reclaim
the brick w:thdut considerable expense, he2 has come tm vout, his:
attorney at Svem and Stickem, P.C., to determine whether he should
retrieve the brick. What theories of liasbility would your advice
pursue that is suggested by the above facts and agency and.
paritnership law? Is any such theory likely to succesd Iagaiiy?

Why or Why not? What practical considerations would vour advice
contain? What is vour recommendation to Arunah Hubbell as to his
course of action {(or yvours on his behalf) to make sure he doesn®t

suffer a large loss {(or to minimize his loss) on this transaction
ant why?



P50 ——60 minutes]
in danuary 1980 Arunah Hubbell, John Hartt, and Amos Buck
formed s partnership to buy an automebile sales and service
business. Arunah Hubbell contributed 80,000, Jdohn Hartt
contibuted %$10,000 and Amos Buck contributed $10,000. They-allie
signed a ten-year note for $400,000, interest only until the tenth
year and secured by the assets of the partnership among other '
things, to the former owners of the business, which they purchased.

The partnership agreement provided that {1} the partné;s ip
was to last 20 yearsi; {2} Amos Buck would receive 300 a week for
devoting his full time to the management of the business; and (3
profits atter the pavment to Amos Buck and other expenses would be
divided in the ratio of the capital contributions of the partners.

In Jdanuary 1983, Amos Buck suffered 2 heart attack, and became
urnable to manage the business. Arunah Hubbell., since he was the
big investor in the business, took over the executive authority of
the business, but did not devote his full time to management. Amos
Buck continued to receive his $300 weekly fee. Arunah Hubbell
through his attorney filed a petition in the zppropriate court
requesting the court to order the parinership dissolved because of
Buck™=s inability to perform his part of the agreement, and to
permit him to continue the business without liguidation until a
suitable pgpportunity fo sell the business should arrive. Ames Buck

through his attorney opposed the petition on the grcund that his
disabllity was tsoporarv,

In January 1984 Jobn Hartt was killed in a car crash. Since
Arunah Hubbell continued to opsrate the business, the
represzentative of the estate of John Hartt W@Quazted that its
interest be ascertalined and accorue profits until paigd.

During the firet fowr years of cpsrations the partnership had
approximaiely &i,,ﬁﬁ,ﬁﬂa in ravenues and %1, 700,000 in expenses
pach year. This tvype of business in this arga normally returned
Z20L on invested Waﬂital which the partners had kept the same since
the formation of the partnerﬁhip Wby paving out any edMoess profits
t the partners and by paying in any deficiencies due to losses.
This pay—in and payveut procedure was discontinued in January 1984,

In January 1983 Smes Buck disd and his sxecutor filed a
supplemental answer to Arunah Hubbell’s petitiom, Jjoining in the
reguest for dissplution, bul asking that the partnership affairs bhe
wound up. The peritrership stopped the $300 weekly payments to Amos
Buck that zsame monith. Litigation on the subjiect continued until
January 1587, when the cowurt ordered the parinership diesclived and
liguidated. Tha liguidsation process brought in $420, 0000
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F1ndl’ Examination in Agency”and Partnarahis

Mr. Flint

An “accounting showed that the partnership had had a bo
of $100,000 in January 1983 but had & negative book value in
January of 1987 of $200,000. (NOTE: the book value of 2 partnership
is the total assets less the total debt and is also sgual to the
partners capital accounts plus retained zarnings.) The business
had managed to stay open only by additional contribution of funds
by Arunah Hubbell of approximately $200,000, $120,000 of which was
represented by a promisory note. {Arunah Hubbell heoped to share as
a creditor of the partnership by reason of this note.? Although
the partnership had made money in 1983, without the efforts of John
Haritt in referring buyers to the business, it had cash putflows of
approximately $100,000 a vear in sach of 1984, 1985, and 198é&.
ABrunah Hubbell’®s $200,000 rontributiocn only covered the cash
auttlows for 1984 and 19B3. The bogk value of the assets did not
change bhetween January 1983 and January 1987.

According to drunabh Hubbell, the obligation of the
partnership, to which Buck’s estate oust contribute, include the
business debts of the paritnerszship incurred pricor to January 1787,
the advances of Hubbell in the vears aftesr 1983, and the expenses
incurred by Hubbell in seeking the judicial settlement of the
partnership preblems, comprising accountants’® fees of $8000 and
attorneyve’ fees of $10,000. He asserts that Buck’s sstate is
jointly liable for these ampunts and must pay back all the $300
monthly management fees received for Janvary 1983 to January 1985,
Burk’s executor szays that none of these amounts are ohligations of
either the parinership or Buck’s sstate, and that Buck’ s estate is
entitled to half of the book values that the partnership had in
January 1985,

You are the master appolnted by the judgs for the
partnership’s dissclution. Determine who is to receive what
portion of the liguidaiion groceeds and sxplain why. g any of the
partner’ s nave to contribute additional cash?  If so, now mach and
why? It may be helptul to construct the balance sheet of the
martnership both in 1985 and 1987 the distributions can be
ascertained witheut so doing. In 1930 st formetion of the
partnership the balance sheet was as follows {(all numbers in
1000} 2

-4

assetz ESETE N debhts
note to original owners 400
Total debts %400

Eapital accounts
Fartner’®s capital accounts

fmos Puck 14
sohn Hartt 19
Arunah Hubbell 80
Total parinsr’s
capital accounts 100
Retained esarnings G

ok
o
o

Total capital accounts
Total #Assets 500 Total debts and capital accounts 5

[l
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Mr.

NOTE: Total assets must equal Total debts and capital accour

an adiustment to an ‘asset or addition of an asset must havs
offset either under debts or capital accounts.

either under assets or capital accounts. The same hulda-%aw
changes under tap1ta1 accounts. Retained earnings is wherg
pra#1t ar 1055 for eazh year enter5 tha balance shﬁet '

Similarly &«
adjustment to a debt or the addition of s debt must have arn




