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ANSWER QUESTION 1 IN THE GOLD ANSWER BOOK

QUESTION 1

Antonia and her red estate agent, Diego, engaged in the following transactions affecting two tracts of red
property in Goliad County, Texas.

Tract |: Antoniaowned Tract |, conssting of severa renta properties. Sheexecuted awritten conveyance of
Tract | to Diego. The conveyance provided that Diego was to hold Tract | as trustee for the benefit of Antonia's
three children.

While Antonia was on an extended trip abroad, Diego pledged Tract | as collatera for a persond |oan of
$50,000 and deposited the rental income from Tract | in his persona checking account.

Tract II: Antoniaaso owned Tract I1. She executed awritten conveyance of Tract 11 to Diego. Antonia
authorized Diegoto sdll Tract |1, and they agreed that 90% of the proceeds would go to Antoniaand 10% to Diego.

While Antoniawas on an extended trip abroad, Diego sold Tract |1 for $100,000. He used the $100,000 to
purchase another parcel of land, which he sold 30 days later for $150,000.

Diego has refused to account to Antoniafor any of his actions.

1. What typesof trusts, if any, arise from each of the transactionsinvolving Tracts| and I, and
which of them, if any, are governed by the Texas Trust Code? Explain fully.

2.  What civil remediesar eavailableto Antoniato enforce her rightsunder her arrangementswith
Diegoregarding Tracts| and I1? Explain fully.

Answer the next question in the GRAY answer book.




ANSWER QUESTION 2 IN THE GRAY ANSWER
BOOK

QUESTION 2

Paul bought a car and financed it with aloan from Bank. In connection with theloan, Paul bought a credit life
insurance policy issued by Insco, aninsurance company. The policy provided that, in the event of Paul’ sdeath, Insco
would pay the outstanding balance on the Bank loan and hold harmless Paul’ s estate and heirs. Bank agreed to
include the cogt of the insurance in the loan to Paul.

Soon after making hisfirgt payment on the car loan, Paul waskilled in an automobile accident involving adrunk
driver. The police arrested the driver at the scene. They filed areport stating that the driver was drunk and that he
swerved outsde hislane of traffic, causing the accident. At thetime of the accident, the balance gill outstanding on
the loan was $20,000.

Bank and Paul’ swife, Widow, filed clamsagaingt Insco for payment under the policy. Without securing acopy
of the police report or conducting a thorough investigation, Insco erroneoudy concluded that Paul was drunk &t the
time of the accident. Six months after the claims were filed, Insco denied them without explanation.

Bank wrote aletter appeding Insco’ s denia and presented a copy of the police report to support the claim of
accidental deeth. Insco replied that itsinvestigation was complete and that it was denying the claims on the speculative
theory that Paul was heavily in debt and committed suicide due to financia pressures.

Bank then demanded payment infull from Widow and Paul’ sestate. Widow became so distraught that she had
to seek psychiatric care and was hospitalized for three weeks. She aso had to hire an attorney to represent her.

What aretherightsand remedies, if any, of Bank and Widow against Inscounder Texasconsumer
protection laws? Explain fully.

Answer the next question in the BL UE answer book.




ANSWER QUESTION 3 IN THE BLUE ANSWER BOOK

QUESTION 3

Kim, asincorporator, sgned and filed Articles of Incorporation (* Articles’) for DanCo, Inc., aTexasbusiness
corporation. Kim was the only director named in the Articles. The Secretary of State issued a certificate of
incorporation in January 2003.

Three subscription agreements were attached to the Articles filed with the Secretary of State, wherein Nicole,
Ashley, and Elizabeth each agreed separately to buy 100 shares of DanCo stock without par value for $1,000.

In February 2003, while out of state and without sending notice to anyone, Kim held an organizationa mesting,
adopted bylaws, and, in accordance with those bylaws, elected herself president and secretary of the corporation.
Kim owned no DanCo stock, and she had not collected any fundsin payment for stock from anyone. Kim wasthe
only person in attendance & the organizationd meeting. She kept no minutes of the meeting.

Kim, as Director, took the following actions after the organizational meseting:

- Sheissued agtock certificatefor 100 sharesto Ashley inreturn for Ashley’ stransfer to DanCo of
a $1,000 bank certificate of deposit maturing one year later;
She issued a stock certificate for 100 shares to Elizabeth in return for an agreement made by
Elizabeth to perform $1,200 worth of services for DanCo within the next two years,
She cancelled Nicol€e' s subscription 120 days after the Articles were filed, and she refused to
issue stock to Nicole. Kim took this action in good faith, believing it was in the corporation’s
best interest. When asked about it by Ashley and Elizabeth, Kim dandered Nicole by stating thet
Nicole had acrimind record. Infact, Nicole had no crimina record.

Nicole has sued DanCo and Kim, individualy, for breach of contract, dander, and adetermination that DanCo
does not exist because Kim did not properly elect officers and follow other corporate formalities.

1. Wastheorganizational meeting legally held, and wer ethe necessary officer sproperly elected?
Explain fully.

2. Can Nicole'sattack on the cor por ate existence of DanCo succeed? Explain fully.

3. Assuming the corporation DanCo legally exists, werethe sharesissued to (a) Ashley and (b)
Elizabeth legally issued? Explain fully.

4. Assuming the corporation DanCo legally exists, what potential liability, if any, does Kim
personally have to Nicole? Explain fully.

Answer the next question in the PINK answer book.




ANSWER QUESTION 4 IN THE PINK ANSWER BOOK

QUESTION 4

Jenny Jones, Madisen Jones, and Wyatt Smith decided to form aTexaslimited partnership and to cal it Jones,
Ltd. Each of them contributed $25,000 to the partnership and agreed in writing to contribute an additional $10,000
within ayear. The Certificate of Limited Partnership was properly prepared and signed. Jenny was named as the
generd partner, and Madisen and Wyatt were named as the limited partners. However, because of an oversight by
ther attorney, the Certificate did not get properly filed. Believing that the Certificate had been properly filed, Jenny,
Madisen, and Wyaitt started doing business as Jones, Ltd.

Jenny and Wyatt worked as employees of Jones, Ltd. Madisen was not an employee. Jenny identified a
building owned by Sdller that she thought was desirable for use as the offices of Jones, Ltd. Wyatt inspected the
building and found it suitable. Madisen then requested apartnership meeting. Themeeting to discussthe building was
attended by dl three partners, and Madisen advised Jenny to buy the building.

Sdler knew that Jenny, Madisen, and Wyatt were partnersin Jones, Ltd. but had no particular knowledge or
belief asto whether they were genera or limited partners. Jenny told Seller that each of the partners was committed
to contributing another $10,000 to Jones, Ltd. within ayear. Relying on the progpect of alater infusion of cashinto
the business, Sdller agreed to sdll the building to Jones, Ltd. on credit. Jenny gave Seller apromissory noteto cover
the purchase price. She signed the note “ Jenny Jones, for Jones, Ltd.”

After the purchase of the building, Jenny discovered that the Certificate had not beenfiled, and she caused it to
be filed with the proper authorities.

Thereafter, Jones, Ltd. becameinsolvent. The partnersvoted to release each other from the obligation to make
the additional $10,000 contribution, ceased doing business, and defaulted on the promissory note.
What liability, if any, does each of the following persons have to Seller on the note and on their
agreementsto contribute the additional $10,000 capital?
1. Jenny? Explain fully.

2.  Madisen? Explain fully.

3. Woyatt? Explain fully.

Answer the next question in the DARK GREEN answer book.




ANSWER QUESTION 5 IN THE DARK GREEN
ANSWER BOOK

QUESTION 5

Jm, apopular sports figure and alifelong resdent of Houston, Texas, died in June 2000. He died without a
will. Heissurvived by hiswidow, Betty. At thetime of Jm’s death, hisand Betty’ s community assets consisted of
cash and securities worth $300,000. Betty was appointed administrator of Jm’s estate.

No children were born of Jm’s marriage to Betty. However, Jm had one child, Tom, who was born out of
wedlock in 1975 with Suewhile Jm and Suewerein high school. When Tomwassix monthsold, Jmand Suelegdly
terminated their parental rights when Tom was adopted by his current adoptive parents. The adoption decree was
dlent on theissue of inheritance rights.

After Im’ sdegath, Shoe Co., amanufacturer of basketbal shoes, used Jm’ s name and likenessin some highly
successful televison commercias. The use was without Betty’ s permission as adminigtrator of Jm'’s estate and was
otherwise unauthorized. Shoe Co. did not pay Jm's estate for any of the commercials. Betty, in her capacity as
adminigrator of Jm's estate, sued Shoe Co. for the unauthorized use of Jm’s name and likeness and, in November
2002, the suit was settled for $5 million, which was paid to the estate.

Betty knew that Tom was Jm’'s son and where he lived, but she did not notify the probate court of Tom's
exigence. Nor did she notify Tom of Jm'’s deeth or of the settlement with Shoe Co.

When Tom’ sadoptive parentsread in the newspaper about Betty’ s settlement with Shoe Co., they told Tom for
thefirg time that Jm was his biologica father. Up to then, Tom did not even know that he had been adopted asa
baby.

1. (a) CanTom assert against Betty aright toaportion of the Shoe Co. settlement? Explain fully.

(b) If so, what portion of the settlement can Tom claim? Explain fully.

(©) What isthelikelihood that Tom will succeed? Explain fully.

2. Towhom and in what proportions should the $300,000 in Jim’s estate be distributed? Explain
fully.

Answer the next question in the TAN answer book.




ANSWER QUESTION 6 IN THE TAN ANSWER BOOK

QUESTION 6

Linda, alifdong resdent of Houston, Texas, died in March 2001. She was survived by her husband, Frank,
and two adult sons, Rick and Jerry, from a previous marriage.

During her lifetime, Lindahad vaidly executed thefollowing wills, each of which wasfound undtered among her
persona effects:

Firg Will: A will dated May 1, 1999, in which Linda bequesthed one dollar to Frank and the
remainder of her estate to Jerry. Thiswill named Jerry as executor.

Second Will: A will dated September 1, 2000, in which Linda bequeathed dl of her property to
Frank and nothing to Rick and Jerry. Thiswill named Frank as executor.

Third Will: A will dated January 2, 2001, in which Linda bequeathed one dollar to Frank and the
remainder of her estate to Rick and Jerry in equal shares. Thiswill named Rick as executor.

On April 1, 2001, Linda s Second Will was admitted to probate, and Frank received |etters testamentary as
executor.

On April 15, 2003, Jerry filed an application to probate Linda s First Will.
On April 30, 2003, Rick filed an application to probate Linda s Third Will.

Despite the passage of more than two years none of Linda s estate has yet been distributed.

Under which of the willsand to whom should Linda’'s estate be distributed? Explain fully.

This concludesthe morning portion of the Texas Essay exam.





