BUSINESS LAW
MR. EVANS

EXAMINATION
SPRING

Please select one question from each of the following groups, for a total of five
questions. Compose an essay in which you address the legal issues raised in each
question. You should explain what you believe would be the outcome; in addition, you
should explain how the law would apply to the facts of the case.

l. Chapter 11, questions 5, 8, 9, 14
Il. Chapter 13, questions 12, 15, 19, 22
I Chapter 47, questions 1, 3,9, 15

IV. Chapter 48, questions 10, 12, 16, 17

V. Chapter 49, questions 8, 10, 11, 14
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On June 30, 2008, Martin Hendrickson and Solveig

Hendrickson were married, and on January 3. 2009, a home

pre dv owned by Martin was conveyed to n as jont

tenants and not as tenants in common. Solveig Hendnckson

pad no part of the consideration for the premises. On
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of her piano and furniture? Explamn
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J1 times the retaid value of the
the renter could terminate
the television and torfeiting any
ter Murphy had paid $436
¢ read a newspaper article cnticizing
she stopped payment and sued the televi
pany I'he television comps has .|!1rm;~h|i 1o

¢ possession of the set. Decision?

\Ibert Bennett, an amateur cychst, [uv'.:\xy.«lr\i mna
bicycle race conducted by the United States Cycling
Federation. During the race, Bennett was hit by an
automobile. He claims that employees of the Federation
improperly allowed the car onto the course T'he Federa
tion claims that it cannot be held liable to Bennett
because Bennett signed a release exculpating the Federa
tion from responsibility for any personal imury resulting
from his participation in the race Is the exculpatory
clause effective? Explain

In February, Brady contracted to construct a house for
Fulghum for $206.850 Brady began construction on
March 13. Neither during the negotiation of this con
tract nor when he began performance was Brady
licensed as a general contractor as required by North
Carolina law. Brady was awarded his builder’s license on
October 22, having passed the examination on his sec
ond attempt. At that time, he had completed two thirds
of the work on Fulghum's house. Fulghum paid Brady
$204.000. Brady brought suit, seeking an additional
$2.,850 on the original contract and $29,000 tor
“additions and changes” Fulghum requested during con
struction. Is Fulghum hable to Brady? Explain

Robert McCart owned and operated an H&R Block tax
preparation franchise. When Robert became a district
manager for H&R Block, he was not allowed to continue
operating a franchise. So in accordance with company
policy. he signed over his franchise to his wife June. June
signed the new franchise agreement, which included a
(l‘}'("ll.ll)( not to compete tor a two-year pcrlnd within

a fifty-mile radius of the franchise territory should the
H&R Block franchise be terminated, transferred. or oth-
erwise disposed of. June and Robert were both aware of
the terms of this agreement, but June chose to terminate
her franchise agreement anyway. Shortly thereafter, June
sent out letters to H&R Block customers, cnticizing
H&R Block's fees and informing them that she .m:i
Robert would establish their own tax preparation serv-
ices at the same address as the former franchise location
Each letter included a separate letter from Robert dcl.nl-.
ing the tax services to be offered by the McCarts’ new
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Richard Brobston was hired by Insulation Cory

of America (ICA) in 2006 y, he was h
territory sales manager but was promoted to
account manager in 2010 and to general mana
2014. In 2016, ICA was planning to acquire
assisted design (CAD) technology to upgrade |
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of Allentown, Pennsylvania, for a period of two yean

from the date of termination. The purported cons

tion for Brobston's agreement was a $2,000 increase
his base salary and proprietary information concers

the CAD system, customers, and pricing
Brobston signed the proffered employment ¢o
In October 2016, Brobston became vice preside
special products, which included responsi
of the CAD system products as well as other
Over the course of the next year, Brobston fa
several respects to perform his emplovr
properly, and on August 13, 2017, ICA t
Brobston's employment. In Decemt

was hired by a competitor of ICA who was aware of
ywee the
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was a Java programmer employed with Sun
asvstems in Palo Ao, ( alifornia

Upon beginning
plovment, Emily signed a contract t

hat included a
wompete clause that, within three months of termi

ating her emplovment, prevented her from taking
ther Java programming position with any of five

mpanies Sun listed as “direct competitors.” Later that
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osition with Hewlett-Packard (HP) in Houston, Texas
HP was listed in Emily’s contract as a “direct compet
itor,” but she argues that due to the significant geo
graphic distance between both jobs, the contract s n
entorceable. Explain whether the contract 1s enforceable.

Between 2012 and 2017, Williams purchased a number
of household items on credit from Walker- Thomas
Furniture Co., a retail furniture store. Walker-Thomas
retained the right in its contracts to repossess an item it
Williams defaulted on an installment payment. Fach
contract also provided that each instaliment payment by
Williams would be credited pro rata to all outstanding
accounts or bills owed to Walker-Thomas. As a result of
this provision, an unpaid balance would remain on c.\ ery
item purchased until the entire balance due on all ite xln\',’
whenever purchased, was paid in tull. W lH_x.un\ ‘M'“f lex
on a monthly installment payment in 201 . and Walker
Thomas _\mlghl to repossess all the items that Williams
had purchased since 2012. Discuss
entered into a
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1 (8 ".H'k lldn'

Universal City Studios, Inc. (L niversal),
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Octavio Sanchez worked as a delivery

Puzza restaurant owned bv Weste

own car in making delivenies. H
from the legal mimimum wage t
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at a fixed rate of $0.80 per delivery regardless of tt

number of miles drniven or actual expenses in

Sanchez brought this class action against We

i

alleging that the flat rate at which dniver

bursed for delivery expenses violated wage and hour
laws and that the dnivers were paid less than the legal
minimum wage
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Affectionately,

s/ Uncle Roger
The negotiable promissory note lor $5,000 sent with
: letter was signed by Roger Burke, payable to Jimmy
ite or bearer., and dated May 15. On May 21, Burke

was killed in an automobile accident while motoring in

France
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PART 10

Smith demanded nine hundred crates of grade A and

htty crates cach ot Jones retused to give lease did not mention ren

them rwcular crates termination of th r rer

This Smuth

Y uniess Smil

ould AN action and Bateman bro . m Lo recove

against Jones tor led or ats value

Juc gment tor whon Flvers sold a p.lhcl of real estate, descn

Barnes nd operator of Blackacre devided legal descnption and making no me

serations and hgquidate his holdings improvements or fixtures on it. The las

cad of yearling Menno sheep to residence, a barn, a rail tence, a stack of |

whacre to Chitton. He executed ing corn, and a windmill. The residence had a n

ing a bill ot sale tor the sheep and built into the west wall of the living room and a |

J tor them. It was understood that Billing would system consisting of a furnace, steam pipes, ar

truck for the sheep within a tew days. At the the house were chairs, beds, tables, and ot

e, Barmes executed a warranty deed conveying On the house was a hightming rod In the bas
lackacre to Chtton. Chifton took possession of the tarm
| sht along one hundred head of his vearling

and brou
Menno sheep and turned them into the pasture, not

screens for the windows. Which of these things passed
by the deed and which did not?

John Swan rented a safe deposit box at the Tent
zens Bank of Emanon, State of X. On December 17
2014. Swan went to the bank with stock certificates to

knowing the sheep Barnes sold Billing were still in the
pasture After the \hcl')‘ were mixed, 1t was :Hlpﬂnxhlt’
to identify the fifty head belonging to Billing. Explain
whether Billing will recover the fifty head of sheep from
Chtton

place in the safe deposit box. After he was admitted 1o
the vault and had placed the stock certificates in th
Swan found lying on a chair in the privacy booth of the

Susan permitted Kevin to take her very old grandfather vault a $5.000 negotiable bearer bond issued by the State

clock on the basis of Kevin's representations that he was

of Wisconsin with coupons attached, due June 30, 2021
skilled at repainng such clocks and restoring them to
their original condition and could do the job tor $60
The clock had been badly damaged for years. Kevin
immediately sold the clock to Fixit Shop for $30. Fixnt
Shop was in the business of repairing a large vanety of
items and also sold used articles. Three months later,
Susan was in the Fixit Shop and clearly identified a
grandfather clock Fixit Shop had for sale as the one she
had given Kevin to repair. Fixit Shop had replaced more
than half of the moving parts by having exact duplicates
custom-made, the clock’s exterior had been restored by
a skilled cabinetmaker, and the clock’s face had been
replaced by a duplicate. All materials belonged to Fixit
Shop, and its employees accomplished the work. Fixit
Shop asserts it bought the clock in the normal course of

Swan picked up the bond and, observing that it did «
carry the name of the owner, left the vault and went to
the office of the president of the bank. He told the pres
dent what had occurred and delivered the bond to the
president only after obtaining his promuse that should
the owner not call for the bond or become known to
the bank by June 30, 2015, the bank would redel
bond to Swan. On July 1, 2015, Swan learned that the
owner of the bond had not called for i1, nor was h
identity known to the bank. Swan then asked that
bond be returned 10 him. The b fused. stating

it would continue to hold the bond u
clamed it. Explain whether Swan will prevail in hus

til the owner

action to recover possession of the bond

business from Kevin, who represented that it belonged 1o Lile, an insurance broker who handled all insurance for

him. The fair market value of the clock in its damaged

condition was $30, and the value of repairs made 1s $220.
Susan sued Fixit Shop for return of the clock. Fixit

Shop defended that it then had title to the clock and, in

the alternative, that Susan must pay the value of the

repairs if she is entitled to regain possession. Who will

prevail? Why?

Under an oral agreement. Hyer rented from Bateman

a vacant lot for a filling station. Hyer placed on the lot

a lightly constructed building bolted to a concrete slab

and several storage tanks laid on the ground in a shallow

excavation. Later, Hyer prepared a lease that contained

Fempo Co., purchased a fire policy from Insurance

( ompany msuring ]cm;\-( 0. s factory against nhire

in the amount of $1.5 million. Betore the policy was
clivered to Tempo and wh

Fempo advised Lile to cancel th

lation, however, Tempo suffered a loss. T¢

makes a claim against Insurance Co

icy. The premium had been billed 1o
at the time of loss. In an action by Te
Insurance ( ompany, what judgment?

On July 15, Adler purchased in Chicago a B
intending to drive 1t that day to St

a provision allowing him to remove the equipment at
the termination of the lease. This lease was not executed,
having been rejected by Bateman due to a renewal clause
it contained. Several years later, another lease was

He telephoned a friend. Maru

insurance business, and told him th

insurance on the automobile,
$50.000 for injuries to one person
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yre in the
1"‘4:"('\1 wl
n? Why

be able 1o enfe

or why not?

had wagered Gex

to recover

decides he canno

no use tor therm

Consider the sa
t the price was $350 Bensor
to avoud the contract based

befrniended and tncked




Gibson, entered
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he noted the
and water
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'rr

ot
cver
to conceal th
resentations
tems were

expendity

(¢) usual pa
gave plaint
state ]
the past
projecte
asked

ot

ll\h'\'\i
untitf purchased the park tor $.

there

septiv svster

vears later, he had expended $7.531 on the we

$8.125 on tt

vear, park occuy

Fven after r

ess tor the past thr

o1, plantitt spent $5,384 reps

it of Home |

home park on sever

Alupancy

and

ms

he

(¥

conditiv

Ma
to the |

cm

wed 4 net income «

Based on these
pon ber

¢ this figure accurately represented income

ec vears, May stated by
t did
27 Shortly

ve well and
ns. By the time plantitt sold the park three
Is and

1€ SCPLIC systems Furthermore, in the hirst

pancy was nowhere near 95 percent
aising rent and the charges for natural

gas, plamnttt still operated at a de

defendant, alleging that May, on behalt of dete

made false
relied when
14. Columbia U

@ two notes signed by

ind fraudulent statements on
he purchased the park. Decision?
niversity brought suit against Jacobsen on

im and his parents I'he notes rep

resented

the balance of tuition he owed the University

Jacobsen counterclaimed for money d
Columbia’s decent or fraudulent mis

Jacobsen argues that Columbia fr

ges due (o

wesentation

sented that

it would teach wisdom, truth, character,

cnlsyh!vnrncm. .Ilhi sumilar vir

He specifically cites as support
“inl ne 1o vide

shall see light

a motto

bimus lumen”™ ("In vour light we

): the inscription over the colle chapel:

“Wisdom dwelleth in the heart of him that hath under

standing”; a
logues, and
University's

aduated b

nd various excerpts from its brochures, ca
a convocation address made by the
president. Jacobsen, a senior who was not

ecause of poor scholastic standing, claims

that the University’s failure to meet its promises made

through the

se¢ quotations constituted fraudulent nusre

resentation or deceit. Decision?

15. Frank Berryessa stole funds from his emplover, the Eccles
Hotel Company. His father, W. S. Berryessa, learned of

his sor
about $2,00(
to cove the

\'s trouble and, thinking the amount involved was

the hotel a promissory note for 2,186

), g-l\’(‘
reed not to

shortage. In retum, the hotel ;

16.

retury
ncashed $500 check. Who

wcots marned Victor H. Francois
the marnage, Victor was a hity-year old bach
with his elderly mother, and Jane was
wice divorced mother of two Victorhad a ¢
secure financial porttolio Jane, on the other
no Money or propert)

jorated

eriod. |

i

sl
J JIOOK cOr

cma

ol most

iree Ve

Monoson. an attorney, to draw up divorce papers Victoe

was unaware ol l.”'.l' s \!(A\ son \l““‘.

Mor

wnature a “Property Settlement
rement.” Mon

and Sey

won told Viat

asked another lawver, Gregory Ball. to con

office. Ball read the agreement and strenuous!

Victor not to sign 11 because 1t wo

finanaal suicide. The agreement transte

Victor's remaining assets to Jane. Victor, howey

it because Jane and Monoson pers

the onlv way that his marnage <¢
i\ o

of the tollow ned Victor t

sold

1R vear, Jane ink
maost of his former property ang

him permanently. Can Victor have t

aside as a result of undue

Iverson owned Iverson Motor Co

CNRARE as well as the sale of

Rambler, and International H
biles. Forty percent of |
net earmmings came from

Whipp contracted to buy Iverso
Iverson said included the Old
the s
the franchise to Whipp. Whipy

le, however, General Motors r

property to Iverson

Victor's assets

rs after they marmed, Jane contracted Harold

he was taken &«
won's office, where Monoson presented for Vic
abon

n

d be saved. In (X

nd that she was ieav
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CH

e Harrs ow cd a tarm that was worth

a8 about $600 e
wntations of fact, Harnis ind NS sue

tarn ¢ S S .
) 1 oI per acre \h“f”\ af
tarm. | nngle discovered oil

the la
1 this, sues to h

By talse repr
By uced Pringle 1o
ter taking pos
under the land
was voidable i\v:'lx\ ::\mc ) o
. ause of traud. Result?
Ps induced Miller 1o purchase fror
lin kin the XYZ ( orporation for )
t that the actual book value of cach
. cruticate tor fifty shares was delivered
1o Miller ruary 16, Miller discovered that the book
wdline 00 vas only $50 per share. Will Miller be
L against I’lulinp\" Why or why not?

season ol t
Harns, on lear
the groul Jd that i
6. (n l(‘f‘!\."»
her fitty s}
£10.000

share was

successtul

s Doris mi used Peter's son, Steven, of negli
cr barn. Peter believed that i\l\
vrong and that he, Peter, was per
damage, as Steven was only fifteen

d made by Doris, Peter paid
damage to her barn. After making

arned that his son had not caused

}:cn!l\ burt

SOM Wds 4

sonally hal

ereold

Doris $25.00 ¢

this payime

the burniny »s barn and was in no way responsi
ter then sued Doris to recover the
her. Will he be successful?

blc tor its but
§25,000 he |

A S E

10. Dorothy and John Huttfschneider listed their house and
lot for sale with C. B. Property. The asking price was
$165.000, and the owners told C. B that the size of the

property was 6.8 acres Dean Olson, a salesman tor C.

B., advertised the \
sisting of six acres. James and Jean Holcomb signed a
contract to l‘llhl].l\g the P“‘P':”,\ lh{uugh Olson after
first inspecting the property with Olson and being
assured by Olson that the property was at lcast 6.6 acres.
[he Holcombs never asked for or recen ed
survev. In actuality, the lot was only 4.6 acres The
Holcombs now seek to rescind the contract. Decision?
er. a schoolteacher with no expert-
red into a contract 1o

ab Tavern from Meiling.
er's obtaining

p!npcl(\ in local NCWspapers as con

a copy of the

In February, Gardn
ence In running a tavern, ente
purchase for $40,000 the Pun)

['he contract was contingent upon Gardn
avern's premises and a liquor

license from the State. Prior to the formation ()I-thc con-
tract, Meiling had made no representations to (;ardjwr
concerning x‘hc 2ross income ol the tavern. /\N‘f&!l'
mately three months after the contract was signed,
Gardner and Meiling met with an inspector ‘Inundlhc.: -
Oregon Liquor Control ('.mnmiwpn (Ul.(.(“)dl::) l‘l:-m
transfer of the liquor license. Meiling rcp'ortt.s L
agent, in Gardner's presence, that the la\c;n 'lgwcrc
income figures for February, March, -.md' / [:fz)l o
$5.710, $4.918, and $5,009, u-xpccm'cl.\'._ _lht wa; ;l()sed.
granted the required license, the transaction

a five-vear lease for the t

*

9.

P R O B L E M S

12.

Jones. a farmer. tound an odd-looking stone in his field
n | Ids

}

He went to L
him what

he thought
thought 1t

would

and asked
it was. Smuth said he did +

A S
t be a ruby. Jones asked Smith what he
and Snuth said $200 whereupon Jones
y 3 r E
th tor $200. The stone turned out to be an
worth $3.000. Jones brought an action

~ 1
Wt know but

pay lor it

]
sold 1t 1o Sm

i

uncut diamond

agaimnst Smuth to recover the stone. On tnal, it was

[‘YII‘-L\l that Smuth actually Jdid

not know the stone was a
diamond when he bought it, but he thought it might be

a ruby. Can Jones vond the sale! I xplain

Decedent Tudith Johnson, a bedndden, lonely woman of
eighty-six vears. owned outright Greenacre, her ancestral
estate. Ficky, her physician and triend. visited her weekly
and was held in the highest regard by Johnson. Johnson
was extremely fearful of suttering and depended upon
Ficky to ease her anxiety and pain Several months
betore her death, she deeded Greenacre to Ficky tor
$10.000. The tair market value ot Greenacre at this time
was $250,000 I(lhﬂ\un was sun ived by two children
and six grandchildren. Johnson's children challenged the
validity ot the deed Should the deed be declared invalid

due to Ficky's undue influence? Explain

and Gardner took possession on June 10. After discover-
ing that the tavern’s Income was very low and that the
tavern had very few female patrons, Gardner contacted
Meiling's bookkeeping service and learned that the
actual gross income for those three months had been
approximately $1.400 to $2.000. Will a court grant
Gardner rescission of the contract? Explain.

Christine Boyd was designated as the beneficiary of a life
insurance policy issued by Aetna Life Insurance Company
on the life of Chnistine’s husband, Jimmue Boyd. The pol-
icy insured against Jimmic’s permanent total disability
and also provided for a death benefit to be paid on
Jimmie's death, Several years after the policy was issued,
Jimmie and Christine separated. Jimmie began to travel
extensively, and Christine therefore was unable to keep
track of his whereabouts or his state of health. Jimmie,
however, continued to pay the premiums on the policy
until Christine tried to cash in the policy to alleviate her
financial distress. A loan previously had been made on
the policy, however, leaving its cash surrender value, and
thus the amount that Christine received, at only $4.19.
Shortly thereafter, Christine learned that Jimmie had been
anently and totally disabled before the surrender of
the policy. Aetna also was unaware of Jimmie's condition,
and Christine requested that the surrendered policy be
reinstated and that the disability payments be made.
Jimmie died soon thereafter, and Christine then requested
that Aetna pay the death benefit. Decision?




