


QUESTION  10








A, B, C, and S as partners each contributed capital to form V Co., a partnership.  A,B, and C put up $10,000 each, and S put up only $100 and then retired to Florida shortly after the company commenced, in 1963, with its business of selling and leasing jukeboxes and vending machines.  The partnership agreement provided for the equal sharing of profits among the partners, and provided that in the event of the death of one or more partners, the partnership would be continued by the survivors, with the surviving spouse of any deceased partner receiving what would have been that partner’s share of the profits.  V Co.’s business was highly profitable until January 1976, when B was killed by an explosion in his automobile and C died of multiple gunshot wounds.  B was unmarried and C was survived by a spouse, D.





A thereupon assumed complete responsibility for the business, which began to fall into debt.  In February 1976, E lent V Co. $50,000 and took a promissory note in that amount signed by A on behalf of V Co. In March 1976, A was sentenced to prison for reasons unrelated to the partnership business, and A asked D to take over the business for the duration of A’s prison term.  D agreed to do so, and until A was released in March 1977, D held herself out as a partner and performed all the work that was necessary to manage V Co. while A contributed no services to the partnership.





In January 1977, with V Co.’s debts continuing to accumulate, D was persuaded to accept an additional $50,000 loan to V Co. from E, who took a note in that amount signed by D on behalf of V Co. In April 1977, when A had resumed an active role in the management of V Co. together with D, A and D approached F to request a loan in the amount of $30,000 in order to pay some of V Co.’s creditors.  F told them he was afraid to become involved in any transactions with V Co., but would be willing to make a personal loan to D. D thus received from F a suitcase containing $30,000 and gave F a note that recited that she owed F that amount payable on demand.  In consultation with A, she has since used all of the $30,000 to pay various debts of the partnership, including half of the February 1976 loan to V Co. from E., but none of the January 1977 loan to V Co. from E.   E has returned the February 1976 promissory note to A and D, and has taken a new note signed by D on behalf of V Co. in a reduced amount to reflect the fact that he has received partial payment.





V Co.’s assets now amount to $20,000, and the remaining creditors have strongly suggested that they be paid.  A has ordered you as his attorney, to advise him on the liabilities of the various parties.  Tell A the extent to which each party may be liable for any sums due to any party. 




















QUESTION  11





A, B, and C, as equal partners, form Abco, a produce distributorship.  The partnership is to run 20 years according to a written agreement.  In May 1982, A, B, and C agree to take on D as a partner in consideration of his making a substantial capital contribution to the partnership.  In June 1982, A assigns his partnership interest to E to satisfy a personal loan.   E calls B, C, and D, sends them copies of the assignment, and advises that he is replacing A in the partnership.  Moreover, E demands that he participate in all management decisions of Abco.  B, C, and D refuse to allow E any management authority.  





In July 1982, A, B, C, and D decided to make F a new partner.  In August 1982, F files a lawsuit against Abco which alleges that he is owed $20,000 from a single business transaction which arose in 1979.  He serves A, B, C, and D individually and Abco.





In April 1982, Farmer makes delivery of produce to the partnership under a contract.  In November 1982, Farmer demands payment by Abco.  Abco refuses to pay.  In December, Farmer decides to sue for his money.





What rights, if any, does E have with respect to Abco?


What will be the outcome of F’s suit against A, B, C, D, and Abco?


What are Farmer’s rights against Abco and against each of the partners?





�
Question 12








Gus is a buyer for the Family Department Store, a partnership in Rochester, New York.  N, O, and P are the partners of the Family Department Store.  There is no written partnership agreement among the partners.   N instructs Gus to go to a trade show in Utica.  The trade show is to run from May 9 to May 12 from 9 a.m. to 10 p.m. Gus is to use his own car and keep track of his expenses so that the can be reimbursed.





Gus is to view the latest styles the clothing manufacturers are offering this season and order what he thinks will sell.  On May 10, 1981, Gus stops by the Elegant Clothes booth to place an order with Mr. Funk.  Mr. Funk is busy with another customer and so suggests that they meet for dinner that evening at 6 p.m. at the Yummy Restaurant, five blocks away, to discuss the order.  Gus was to meet a friend for dinner but canceled in order to meet with Mr. Funk.





That evening, Gus gets into his car (vehicle 1) to go to dinner.  He starts driving with his lights off.  Vehicle 2 is coming in the opposite direction, driven by X.  Gus crosses the center line and collides with vehicle 2.





After exchanging the necessary information, Gus proceeds to the Yummy Restaurant and has dinner with Mr. Funk.  Mr. Funk leaves after Gus places an order with him.  Gus goes to the bar and starts drinking.  After a while, he becomes rowdy and B, a bouncer, asks him to leave.  Gus refuses and so B physically throws Gus off the premises, breaking his arm.





Can X recover from Family Department Store?


Can Gus recover from Yummy Restaurant?








In May 1981, P went to Florida for a three-month vacation.





On June 25, 1981, P drowned in the Bahamas Islands after his deep-sea fishing boat collided with a coral reef.





On June 26, 1981, N, who normally negotiates contracts for the partnership with suppliers, entered into a contract with a longtime supplier, R, a rayon manufacturer, to purchase 300- rayon suits worth $10,000, with delivery to be made in six weeks.  On June 27, 1981, N received a telegram from P’s bereaved widow in Nassau, Bahamas, notifying N of P’s death.





On July 3, 1981, a new supplier, S Silk Co., entered into an agreement with N to sell the store $5,000 worth of new silk dresses, with delivery to be made in four weeks.  Before executing the contract, S received oral and written assurances from N that N could act as the store’s representative and bind the partnership to the contract.  On July 11, 1981, the Family Department Store Partnership sent letters to R and S notifying them that P died on June 25, 1981, and that the partnership could not be responsible for any contracts made after that date.





(3)  What are the rights and liabilities of S and R with respect to the partnership, N,O, and P?  
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