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ESSAY
PLEASEREAD CAREFULLY

ALL ANSWERSARE TO BE WRITTEN ON THE BLUE BOOKS PROVIDEDWITH
THIS EXAMINATION.

There are four questions(time and percent indicated). The time for completing the
examinationis four hours.

I. This examinationis“openbook.” You mayuseyourcasebook,statutorysupplement,
andclassnotes. Useofcalculatorsandlaptopsarepermitted.

2. Be sureto answerthespecificquestionthat is asked. Information suppliedrelating
to someunaskedquestionwill not increaseyour scoreand consumesyour time
neededto answertheaskedquestions.

3. If additional factsarenecessaryto resolvean issue,speciñrwhat additionfactsyou
believe to be necessaryand why they are significant. You may not make an
assumptionthatchangesorcontradictsthe statedfacts.

4. Quality,notquantity,isdesired.Think throughandbrieflyoutlineyouranswerbefore
you beginto write.

5. Write legibly. Be sureto formulate your answersin completesentencesand
paragraphswith propergrammar. Failure to so do will result in an appropriately
lowerscore.

6. Donot seekaninterpretationoflanguagein thequestionsfrom anyone. If you sense
ambiguityor typographicalerror,correcttheshortcomingby shapingthequestionin
a reasonablewayandby recordingyour editorialcorrectionsin your answer.

UndertheHonorCode,whenyou turnin thisexamination,you aflirni thatyou have
neithergiven, received,nor obtainedaid in connectionwith thisexamination,nor haveyou
knownof anyonesodoing. If you cannotmakethisaffinnation,you shallnotesuchfacton
yourexaminationandmustimmediatelyadvisetheDeanofthereasontherefor.
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I.

[37.5%—I V2 hours]

RoswellFlint isataxattorneyin Temple,Texas,with numerousrich doctorsasclients. These
clients needa tax shelter. Roswell Flint hasdeviseda cattle feedingoperationto provide the
necessaryincome tax deductionsfor theseclients. Roswell Flint’s plan is to haveeachdoctor
purchase20 calvesfor placementon afeedlot recentlypurchasedby RoswellFlint. Thetotal cost
to eachdoctorwould be$90,000. RoswellFlint has20 suchdoctorclients. Underthisplan Roswell
Flint’s friend, JohnHartt, a stockyardoperator,will enterinto a managementcontractwith each
doctorto feedthecattleandotherwisehandleall aspectsofraisingthecattlesincethedoctorsdo not
haveany ideahowto raiseandfeedcattle. Underthemanagementcontract,JohnHartt will alsobe
responsiblefor sellingofthecattlewhenthey maturein asubsequentyear, therebymakinga profit
andrecoveringthefi.mds expendedthis yearproducingthetax deductions.

RoswellFlinthasenteredyourassociate’soffice atTheBlueBloodLaw Firm, P.C. Rosweli
Flint is concernedabouthowhe canretaincontrolofthesecattlefeedingoperations.RoswellFlint
wantsto bethebossanddoesnotwant anyofthedoctorsinterferingwith theoperationaldecisions
madeby JohnHartt R.oswellflint is alsoconcernedabouthisliability if somethinggoeswrongand
thecattledie. Explainyourrecommendationsasto howRoswellFlint shouldstnicturethisdealand
what needsto be doneto accomplishit. Be sureto providesupport.

II.
[25 %-- 1 hour]

Marion CiasawayisPresident,andmajorityshareholderwith 70%, ofMarionGasaway,Inc.,
aprivatecompany.MarionGasawayrecentlyattendedaseminarfor presidentsofpubliccompanies
and becameaware of the problem of a rich outsiderpurchasingthe sharesof his company’s
shareholders.Marion Gasawayhasenteredyourassociate’soffice at The Silk StockingLaw Firm,
P.C. MarionCiasawayisconsideringtakinghiscompanypublicnextyearwhenheexpectsthemarket
to turnup. MarionGasawaywantsadviceonwhathecando now to helphiscompanygetreadyfor
thepublicoffering. MarionGasaway’smainconcernisthathewantsto retaincontrolofhiscompany
andkeephishigh-payingjob. Prepareyourresponse.Besureto providesupport.
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III.
[25 %-- I hour]

ArunahHubbell is PresidentofArunahHubbell, inc. The balancesheetofArunah

Hubbell, inc. appearsbelow.

ASSETS(in 1000’s) LIABILITIES (in 1000’s)

Cash 1000 Notes 250
Land 500 ShareholderNotes 1500
Equipment 500

AccumulatedDeprec. (250) EQUITY
250 StatedCapital 100

Goodwill j~Q RetainedEarnings jjQ
250

TOTAL 2000 TOTAL 2000

The land presentlyhasa fair marketvalueof$750,000. The equipmentpresentlyhasa fair market
valueof$350,000.

ArunahHubbellhasenteredyourassociate’soffice at Chargem& Billem, P.C. Ruth Marie
Smith. his wife, hasrecentlydevelopedcancer. Treatmentfor Ruth Marie Smith atJosephBaker
Hospital in Houstoncosts$200,000. SoArunahHubbellwantsto declarea dividendof $250,000
from ArunahHubbell, Inc. ArunahHubbellpresentlyowns80% ofArunahHubbell. Inc.

Explain your recommendationas to how ArunahHubbell can withdraw $250,000from
ArunahHubbell, Inc. Be sureto includeyoursupport.

Iv,
[12.5 %--l/2 hour]

A. TheDraperVoshellCorporation’sarticlesareplain vanilla, with nothingwith respect
to how to vote the shares. Thereare 1,000,000sharesoutstanding. The bylaws
providefor 9 directors,electedannually. AndrewMelvin, a maverickshareholder,
hasgottenthe backingfrom otherrebelshareholders.AndrewMelvin’s grouphas
600,000shares.How manydirectorscanthey elect? What procedureshouldthey
usein castingtheir votes?

B The StephenJewell Corporation is about to merge with the Francis Burpee

Corporation. The StephenJewellCorporationhaspotential in theeyesofBateson
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