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ANSWER QUESTION 7 IN THE RED ANSWER BOOK

QUESTION 7

Jack and Karen, both residents of Dallas, Texas, started dating in 1999 and began living together in 2000.
Their relationship was stormy. Jack was suspiciousand jedlous and lost histemper regularly. Karen left him severd
times after he hit her, but she returned when Jack apol ogized.

Jack and Karen married in Dallas in 2001, following the birth of their son, Larry. Jack’s physicd violence
againg Karen escdated. 1n August 2003, Karen finally called the police after Jack dragged her acrossthe room by
her hair. Karen took Larry and moved in with afriend who had an gpartment in Ddllas.

In September 2003, a Dallas County Didtrict Judge found that Jack had committed family violence and entered
aprotective order againgt him for the benefit of Karen and Larry.

In October 2003, Karen filed suit for divorce. Karen sought to be appointed sole managing conservator of
Larry and asked for child support in the amount of $2000 amonth. She attached a copy of the protective order to
her petition. Jack answered the suit and asked to be appointed joint managing conservator of Larry.

In November 2003, Jack went to the apartment where Karen was living and threatened to beet her and her
friend. In December 2003, after Jack pleaded no contest, the Dallas County Didrict Court found him guilty of
violating the protective order.

In February 2004, atrid was held on the petition for divorce. Karen offered, and the court admitted into
evidence, acertified copy of the December 2003 judgment and sentence reflecting Jack’ s conviction for violation of
the protective order. Karen testified that she earned $1000 a month working part time and that she had no other
means of support. She stated she owed her friend $750 amonth for her share of the gpartment rental and that child
care cost her $500 a month.

Inhistrid testimony, Jack acknowledged he had committed family violence againgt Karen during the course of
their relationship. Evidence established that Jack’ s income was $6000 a month.

1. Whatistheprimary consideration the court must takeinto account in deter mining theissue of
Larry’s conservatorship, and can the court properly name Jack and Karen joint managing
conservatorsin thiscase? Explain fully.

2. What factorsshould thecourt consder in awar ding child support, and what amount isthe court
likely to order? Explain fully.

Answer the next question in the LIGHT GREEN answer book.




ANSWER QUESTION 8 IN THE LIGHT GREEN
ANSWER BOOK

QUESTION 8

Husband and Wife married in 1995. Shortly after their wedding, Husband' s father gave Husband and Wife
5,000 sharesof Y Corp. stock, evidenced by acertificateissued to * Husband and Wifeasther community property.”

During the marriage, Husband and Wifedivided the Y Corp. dividendsequaly. Wife contributed her hdf of the
dividendstoward the coupl€ sliving expenses. Husband placed his hdf of the dividendsin asavings account that he
opened in hisown name. No other funds were deposited into the savings account by Husband or Wife.

Husband and Wife acquired aresidence in 1996 at a purchase price of $250,000. Wife' s mother gave Wife
$50,000 to use as a down payment. Husband and Wife co-signed a bank note for the remaining $200,000. All
payments on the bank note were made from Wife' s earnings from her job during the marriage.

In 1999, Husband and Wife purchased aranch. Both of them signed the promissory noteto the sdler tofinance
the entire purchase price of $400,000. Title to the ranch was taken in Husband's name aone,

In 2000, Wife inherited $100,000. Wife contributed $25,000 of her inheritance to build a new barn on the
ranch and $75,000 to pay down the principal on the $400,000 note. Other than the $75,000 payment, theremaining
payments on the ranch note have come from Husband' s earnings from hisjob during the marriage.

In 2003, Husband filed suit for divorce. The assets of Husband and Wife congst of the following:

(1) 5,000 sharesof Y Corp. stock;

(2) Thesavings account;

(3) Theresidence, currently vaued at $400,000; and
(4) Theranch, currently valued at $600,000.

1. For purposesof divison of marital property, how should thecourt characterizethe owner ship of
these four assets? Explain fully.

2. Upon divison of the property, what rights of reimbursement, if any, does Wife have with
respect to the following claimsfor economic contributions she made during the marriage, and
what would be the measur e of any such reimbur sement:

a.  The$50,000 down payment on theresidence? Explain fully.
b.  Thepayments made on the $200,000 bank note on the residence? Explain fully.

Answer the next question in the YELL OW answer book.




ANSWER QUESTION 9 IN THE YELLOW ANSWER
BOOK

QUESTION 9

In 1999, Dan and Wyait properly formed a Texas limited partnership to practice law in Texas. Dan was
designated the generd partner, and Wyait, the limited partner. The partners agreed to share dl fees equdly, after
payment of expenses.

In2000, Dan, after consulting with and recelving affirmative advice from Wyatt, Sgned asgenerd partner of the
limited partnership aten-year lease for office space at the cost of $10,000 per year.

In 2001, Dan, with Wyait's consent, executed and filed an application for their firm to become a Texas
registered limited liability partnership. The Texas Secretary of State gpproved the gpplication in January 2002. Dan
was designated asthe managing partner, and thelimited lidbility partnership thereafter complied with dl formditiesand
legd requirements.

In December 2002, Dan awarded himself asmall salary of $500 per month to compensate himsdlf for theextra
work he does as managing partner. The partnership agreement issilent on sdlary compensation for the partners, and
Dan did not consult Wyett on this matter. To date, however, Dan has not paid any of the sdary to himsdif.

In 2003, Dan hired Abby, ayoung attorney to work as an associatefor the partnership under Dan’ ssupervison
and direction. In the course of performing work in which Dan was directly involved for a client named Madisen,
Abby committed mapractice. The malpractice caused Madisen $40,000 in damages. Wyait first becameaware of
the malpractice after it occurred and too late to prevent or cureit.

Als0in 2003, while consulting with aclient named Courtney on regular firm business, Wyait negligently dropped
aprinter on Courtney’sfoot. Courtney suffered injury and $10,000 in damages.

The partnership has no assets and was dissolved in 2004.

1. AreDan and Wyatt, or either of them, personally liableto
(@ Thelandlord on the officelease? Explain fully.
(b) Madisen for damagesresulting from Abby’s malpractice? Explain fully.
() Courtney for damagesresulting from theinjury to her foot? Explain fully.

2. IsWyatt liableto Dan for the unpaid $500 per month salary? Explain fully.

Answer the next guestion in the BL UE answer book.




ANSWER QUESTION 10 IN THE BLUE ANSWER BOOK

QUESTION 10

Mad Corp is a Texas general business corporation. Elizabeth isMad Corp’s sole director.

In March 2002, Jen acquired 500 shares of Mad Corp stock, which then constituted 10% of Mad Corp’s
authorized and issued stock.

In January 2003, upon proper and timely notice given to dl shareholders of record, a joint meeting of the
shareholdersand the director of Mad Corp was properly called to consider aresolution toissueand sl 5,000 shares
of authorized but unissued no-par value shares of stock of the corporation. At the meeting, the resolution was
adopted, and Elizabeth then announced that the 5,000 shares would be issued and sold within 30 daysto amagjor
customer of Mad Corp at a reasonable price determined by Hizabeth.

Jen asserted that Mad Corp was operating illegdly by having just onedirector. Jen made awritten demand that
she: (1) be permitted to ingpect the books and records for the purpose of gaining information necessary for her (Jen)
to cal a specid shareholders meeting to vote on aresolution that would require the corporation to have at least two
directors, and (2) be permitted to buy 10% of the newly issued shares. Mad Corp refused both of Jen’s demands.

In March 2003, Jen bought atract of land called Greenacres that was adjacent to Mad Corp’ sheadquarters.
Jen knew that Mad Corp had publicly indicated that it was interested in trying to buy Greenacres to expand its
operations, but Jen bought the property anyway. Elizabeth asserted that the opportunity to purchasethe property was
acorporate opportunity that Jen, as a significant shareholder of Mad Corp, should havefirst offered to Mad Corp.

1. DoesJen havetheright toacquireany of the newly issued 5000 sharesof Mad Cor p stock and,
if s, what would she haveto do to exercisethat right? Explain fully.

2. DoesJen havetheright toinspect the books and records of Mad Corp? Explain fully.

3. WasMad Corp required to have morethan onedirector, and, if not, doesJen havetheright to
call a special shareholder s meeting to vote on a resolution to require morethan onedirector ?

Explain fully.

4. Did Jen owe any duty to Mad Corp to first offer Mad Corp the opportunity to acquire
Greenacres befor e she personally bought Greenacres? Explain fully.

Answer the next question in the ORANGE answer book.




ANSWER QUESTION 11 IN THE ORANGE ANSWER
BOOK

QUESTION 11

Note A: OnJduly 1, 2003, Bob, aresident of Ddllas, Texas, purchased tel egphone equipment from SwitchCo
for usein hisbusiness. He paid for the equipment by executing and delivering to SwitchCo a negotiable promissory
note, Note A. Thisnotewas payableto the order of SwitchCo in the principal amount of $2,000 with interest a the
rate of 6% per annum. The note was payable in 12 monthly ingalments of interest only due on the firgt of each
month, with the principa and any accrued interest payablein full on duly 1, 2004. Bob failed to make the March and
April 2004 interest payments.

On May 1, 2004, SwitchCo sold Note A to Bank for $1,200 and told Bank that the March and April interest
ingtalments were past due. Bank notified Bob of its acquisition of Note A and directed him to make the interest
payments to Bank.

Alsoon May 1, 2004, the telephone equipment Bob had purchased ceased operating because of adesign flaw,
and Bob has not been able to get SwitchCo to remedy the flaw. Bob has not made any interest payments since
February 1, 2004.

On July 1, 2004, Bank presented Note A to Bob, who refused to pay.

Note B: In October 2003, Bob purchased a deluxe riding lavnmower from Mac's Hardware for use in
mowing thelawn at hisfamily resdence. Hedso intended to useit occasiondly to mow thelawnin front of the office
building he owned and where he operated his business.

Bob paid for the lawnmower by executing and ddivering to Mac' s Hardware a negotiable promissory note,
Note B. This note was in the amount of $1,500, payable on February 1, 2004. Note B, which was the only
documentation reflecting the transaction, dd not contain any language to the effect that the note was subject to dl
claims and defenses which the consumer/debtor could assert againgt the sdller of the goods.

Later in October, the lawnmower ceased operating because thetransmission falled. Mac’ sHardwarepromissd
to get the parts necessary to repair it but never did.

In November 2003, Mac's Hardware needed cash for operating capita. Mac’s took what for it was the
unusua step of making abulk sdeto LiquidationCo of al the promissory notes Mac’ sHardware had taken from its
customers in payment for goods sold. This bulk sde included Bob's Note B.  LiquidationCo knew & the time it
bought the notes from Mac' s Hardware that the mgority of Mac's business came from financing sales of goodsto
individua homeownersfor homeffamily use. LiquidationCo did not know of the problem with Bob's lawvnmower at
the time it acquired Note B.

On February 1, 2004, LiquidationCo presented Note B to Bob for payment. Bob refused to pay.

1. Can Bank enforce Note A againgt Bob? Explain fully.

2. Onwhat groundscan Bob defend hisrefusal to pay Note B, and what isthelikely outcomeon
each ground? Explain fully.

Answer the next question in the PURPL E answer book.




ANSWER QUESTION 12 IN THE PURPLE ANSWER
BOOK

QUESTION 12

In July 2003, Wadlter, while a resident of Ardmore, Oklahoma, borrowed $15,000 from Bank, located in
Ddlas, Texas. He borrowed the money to pay off suppliersof hisrefrigerator repair busnessin Ardmore. Hesigned
a promissory note for the $15,000 and a security agreement giving Bank a security interest in a savings deposit
account Walter maintained a Bank in Dalas, Texas. Bank did not file any documentation regarding this security
interest @ther centraly or locdly.

In August 2003, Walter borrowed an additiona $5,000 from Bank. He signed a promissory note for the
$5,000 and a security agreement giving Bank a security interest in al equipment now owned or heresfter acquired.
Bank properly perfected this security interest by filing afinancing satement centraly in Oklahoma. At that time Water
owned a pneumeatic paint sprayer that he used in his business.

In January 2004, Walter moved to Dallas, Texas and rel ocated hisrefrigerator repair business and equipment
there. On March 2, 2004, Walter borrowed $10,000 from FinanceCo for operating capital. He signed apromissory
notefor the $10,000 and asecurity agreement giving FinanceCo asecurity interest in dl hisequipment and inthe same
savings deposit account maintained a Bank in Ddlas, Texas. FinanceCo filed the security agreement with the Texas
Secretary of State on March 3, 2004. On June 1, 2004 Walter purchased a hydraulic hoist for usein his business.

It is now January 2005 and Walter has defaulted on both loans, and both Bank and FinanceCo clam a
superior security interest in the savings deposit account, the paint sprayer and the hydraulic hoist.

Which creditor hasthe superior security interest in the following:
a. thesavingsdeposit account?
b. thepaint sprayer?
c. thehydraulic hoigt?

Explain fully asto each.

This concludes the Texas Essay portion of the exam.
Be certain that you write the pledge on the back of your PURPL E answer book.




