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QUESTION ONE


I.
Shareholder Derivative Lawsuit


A.
Demand Requirement

II.
Business Judgment Rule
A. Decision – No Dividends

B. Decision – Change in Strategy

C. Decision - Donation

III. Duty of Care
A. No Dividends

B. Change in Strategy

C. Donation

IV. Duty of Loyalty

A. Donation

B. Others?

V. Duty of Good Faith

QUESTION TWO


I.
Shareholder Derivative Suit


A.
Demand Requirement

II.
Business Judgment Rule
A. Decision – Sale of Inventory

B. Decision – Illegal substances & bribes – No protection

C. Decision – Failure to update employee manuals.


III.
Duty of Care
A. Decision – Sale of Inventory
B. Decision – Caremark – Failure to Update


IV.
Duty of Loyalty


A.
Decision – Sale of Inventory


B.
Decision – Caremark – Failure to Update


V.
Duty of Good Faith
A. Directors

B. CEO

QUESTION THREE


I.
Formation of Entity
A. Corporation

B. Partnership

C. Ownership Percentages


II.
Breaches of Fiduciary Duty


A.
Right to Management


B.
Rights to Distributions


C.
Admission of New Partner



D.
Rights upon Dissolution


III.
Dissolution


A.
Payment of Debt


B.
Distribution of Remainder



i.
Capital Accounts




ii.
Ownership % (Who Are Owners?)

IV. Issue – Liability to McDougald

A.
Presumably gets no ownership

B.
Liability of partners?

