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ESSAY
PLEASE READ CAREFULLY

ALL ANSWERS ARE TO BE WRITTEN ON THE BLUE BOOKS PROVIDED WITH
THIS EX.AMINATION.

Therearefourquestionsofequalvalue(timeand percentindicated),Thetimefor completing
theexaminationis four hours.

I. Thisexaminationis “openbook.” You may useyourcasebook,statutorysupplement,
and classnotes.Useof calculatorsand laptopsarepermitted.

2.. Be sureto answerthespecificquestionthat is asked. Informationsuppliedrelating
to some unask.edquestionwill not increaseyour score and consumesyour time
neededto answertheaskedquestions.

3. If additional factsarenecessaryto resolvean issue,speci~’what additionfactsyou
believe to be necessaryand why they are significant. You may not make an
assumptionthat changesor contradictsthestatedfacts.

4. Quality, notquantity,is desired.Thin.kthroughandbriefly outlineyouranswerbefore
you beginto write..

3. Write legibly. .Be sure to ihrmulateyour answersin complete sentencesand
paragraphswith propergrammar. :~Jiiff~to so do will result in an appropriately
lower score.

6. Do not seekaninterpretationoflanguagein thequestL~ anyone. If you sense
ambiguityor typographicalerror, correcttheshortcomingby ~h&.ingthequestionin
a reasonableway and by recordingyour editorial correctionsin y yu.~:rnswer,

UndertheHonorCode,whenyou turn in this examination,you affirm that yu
neithergiven, received,norobtainedaid in connectionwith this examination,nor haveyou
knownof any onesodoing. If you cannotmakethis affirmation,you shall notesuchfacton
yourexaminationand mustimmediatdyadvisetheDeanof thereasontherefor.
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I.

[25%—60 minutes]

ArunahHubbell, a lawyer with a few yearsexperience,who wantstobe a partnerin Baker,
Sweetman,& Smith,LIP, a litigation firm in Waco,Texas.Axunah Hubbell, anassociateinthefirm,
hasworked out a fewofthebargainingpoints. JosephBaker is retiring, soArunahHubbell will be
buying his interest. Thepriceis $5,000. ArunahHubbell hasobtainedaloancommitmentfrom John
MeigsNational Bank for $4,000.The loan commitment mentionstaking a lien oncertainpartnership
assetsto securethe loan, namelythe library. Aru nabHubbell hasdonesomefirm managementwork
in the lastyearfor the firm, namelyhe hashandledall the firms billing andcollections,andexpects
to request pay for this for the remaining $1,000.MosesSmith, one of the namedpartners, has
expressedreservationsaboutArunabHubbell’s legalabilities andhassuggestedstronglythat he serve
another yearasan associate. There is no written partnership agreementfor the firm. The firm’s
balancesheetasofJune 30, 2000,thedatebeingusedfor the sale, is asfollows:

Assets Liabilities

Cash $5,000 Bankloan $10,000
Receivables 40,000
Equipment 15,000 Equity
Building 25,000 Baker 5,000
Leg. Mat. Ins. 10,000 Sweetman 15,000
Goodwill 10,000 Smith 15,000

Total Assets $105,000 Total Liab. & Eq. $105,000

Arunah Hubbell has comeinto your associate’soffice at the Silk StockingLaw Firm, P.C.
ArunahHubbell wantsyou to handlethenegotiationsfrom hereandto prepare the documents.What
is your advice? Provide support.

11.
t25%—60minutes]

OtiwGasawaywantsto sell interests in legal clinics in a businessenterpriseoperating in the
citiesofDallas; Houston,Austin, and SanAntonio, Texas. Otha Gasawayhasalready determined
some aspectsof the deal. Each Clinic in each city will be managed by one of the principle
shareholders. Thisshareholderwill be resident in that city. Otha Gasawaywill be handling the office
in SanAntonio and will make all major decisions,including thosefor the other localoffices. Otha
CIasaway intends to hire freshgraduatesfrom the lower rankings in law school to provide the
services,sincethey probably can be hired cheaply. For this reasonOtha Gasawaywants to operate
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as a limited liability company. Otha Gasaway has already co.mmitted to hi.re James N adison Rogers.
an accountant, as financial officerto handle billing and collections. James Maddison Rogers also will
he providing most of the financing of the enterprise from his $100,000 savings. James M.adison
Rogers believes that the local offices will not need much capital to operate as long as they collect the
legal bills quickly, providing Binds for the payroll and office expenses. Otha Gasaway has also lined
up experienced lawyers, Kidd Turner and Joseph .Moon, to manage the Dallas and Austin offices,
respectively. Otha Gasaway is intending to call all the lawyers listed in the John Lynch’s legal
directon’ as residing in H.ouston with at least five years experience in litigation in order to man the
Houston office.

Otha Gasaway has come into your associate’s office at the Blue Blood Law Firm, P.C. Otha
Gasaway wants you to handle the final negotiations and to prepare the documents. What is your
advice? Provide support.

Ill.
[25%-~60minutes]

William Henry Hatton has been operating Hatton Drug Co., Inc., for the last 30 years. Over
the years William Henry Hatton. who owns 10,000 shares, sold shares in Hatton Drug Co., Inc., to
various employees. Their interests now number 5 1 shareholders, all of which have 100 shares except
John Queen. atrusted elderly employee who has 1000 shares. William Hen.rv H.atton has brought into
the business as shareholders his daughter Man’ Ann Hatton and his son Wiley Hatton, both as major
shareholders with 2000 shares each. Mary Ann Hatton and Wiley Hatton have become expert in
managing the corporation. So William Hen.ry Hatton wants to retire by converting his ownersh.ip
interest into preferred stock that pays ?% annually. Joh.n Queen also wants preferred stock. Nary
Ann Hatton and Wiley Hatton desire to retain their common stock and also to eliminate the numerous
shareholders. The balance sheet as of June 30, 2000, is as follows:

Assets Liabilities

Cash S&000 Bank loan $115,000
Receivables 4(,, Qfl:0.
Inventory 100,000
Equipment 55,000 Equity
Building i25,000 Cix~:.mon 20,000
Goodwill. 10,000 Ret, Edrn’. 200,000

Total Assets $335,000 Total Liab. & Eq. $335,000
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William Henn’ H.. atton has come into your associate’s office at the MegaBucks Law’ Firm,
P.C. William Henry H.atton wants your advice on how’ to carry out this plan and prepare the
documentation. What is your advice? Provide support.

IV.
[25%~60minutes]

Joseph In.vin founded Irwin Incorporated, a solar panel manufacturer, five years ago. Joseph
Irwin presently controls 60% of the voting power in the corporation. Joseph l.nvin has been
approached by George Lee about taking his company public. Joseph I.rw’in likes the idea of going
public and the opportunities it would provide his corporation..But he fears that he would loose
control to thepublic or that some other investonraider might come along and take over his company
and terminate his job.

Joseph b~’inhas come into your office at .Readem & Weap,,.P.C. Joseph I.rwin wants you to
devise a corporate structure that would insure his retention of control and yet not jeopardize the
public offering. What is your advice and its reasoning?
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