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QUESTION ONE

(1 hour)
Dynaco, a Delaware corporation, wishes to hire Lightning McQueen as its CEO.  To entice the candidate, a few of the Dynaco directors discussed offering McQueen a five-year contract worth $1,000,000 per year, with an estimated $20,000,000 in stock options.  Under the proposed employment agreement, Dynaco could only terminate McQueen with the unanimous consent of the directors who were actually serving when the parties signed the agreement.

Following these initial discussions, the Dynaco board held a properly noticed meeting, at which Dynaco director Doc Hudson presented a 300 page compensation analysis performed by Sally, a well-known executive employment consultant.  Hudson, who had served as McQueen’s unofficial mentor before the Dynaco agreement negotiations, testified to McQueen’s integrity, honesty, and ability.

After 15 minutes of deliberation, the Dynaco board unanimously approved McQueen’s employment agreement.  One month later a quorum of Dynaco shareholders held a properly noticed shareholders’ meeting.  Less than 49% of the outstanding shares, but a majority of shares present at the meeting, approved the employment agreement.  

Tow Mater, a shareholder who owns 10 shares of Dynaco stock, wishes to sue Dynaco about McQueen’s agreement.  Advise him about any business law issues raised by these facts.
QUESTION TWO
(30 minutes)

Homer Simpson wishes to form an Atlantic pufferfish distribution business.  Owing to a past experience, he knows that people eating pufferfish may ingest tetrodotoxin, which causes shortness of breath, paralysis, and usually death.  Homer, a disorganized slob, catches all the pufferfish himself.  He is married, but his wife Marge has nothing to do with the administration of the business.  Homer is about to enter into an agreement with a fishing boat owner to obtain a boat.

Advise Homer about his choices of entity.

QUESTION THREE
(30 minutes)
While crossing the street on December 30, 2005, David Eckstein is severely injured by a CardinalCo truck.  CardinalCo is actually a properly formed Delaware limited liability company that performs ballpark cleaning services.  CardinalCo has never used an “LLC” or “limited liability company” designation in its name.  Although CardinalCo had been in existence since 1998, it never held member’s or manager’s meetings.

Each year, the managers of CardinalCo distributed a proportional share of profits to the members of CardinalCo as directed by the CardinalCo operating agreement.  CardinalCo made that annual distribution at the end of 2005.  Following the distribution, its assets equaled its liabilities.  CardinalCo has no insurance.

Advise David about the liability of the CardinalCo members.

QUESTION FOUR

(1 hour)
Ziegfield promises Bert Williams that he will have star billing and a $100,000 salary for the 2006 Ziegfield Follies Broadway show.  Williams agrees to be in the show, but signs nothing.  On opening night, co-star Will Rogers suddenly goes berserk with his lasso, ties Bert up, and locks him in the closet.  Fellow stars W.C. Fields and Fanny Brice look on, amused.  When Williams demanded his salary and a place in the show, Ziggy Co., a California corporation that owned the rights to the show, argued that Ziegfield was not an owner, officer, or director of Ziggy Co, and had been publicly fired three months ago.  Fields, as Ziggy Co.’s spokesman, says, “Everyone knows Ziegfield was fired, it was in all the papers.”  Ziggy Co. also claims that all of its performers are independent contractors.

Williams is in your office.  Advise him about Ziggy Co.’s liability.

