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6. and Pal11 !it e and uork in Arlington, 'C'irginiil In March 1997. Denn) 
hiled i':.~11 to uritr cornpiiter code !or some softtale pxllrducts that Dennj uas ucteXoping 

On Tune 16, 1997 Dennq sent Paul a letter in nhich he accuseci Paul oi incompetence 
1-fe roid hiin his submittals to dare did nor nxel the specifications laid our: for the s o h x c ~ u  
product 2nd ciainled that Paul nrls in brcnch ol: theil contract 

ii hen tzc receiked the lette:. Paul called Denn) and accused him of breaching the contract 
b) constanti! changing the specificztions Paui said, "You agreed to pa) mc S 100 per hour. up 
;L, '550.t300, ruxd j ou  oue  me for h e  100 hou~s  of uark I've dread! done." 

Denn~ denied he had agreed to pa) Pat11 on an hourl~ basis, s ta t i~~g he had agree3 to pa: 
Pad  a flat fee of SSO.000 upoil crleiixe~q of a norking sohvare package 

(\ 
PZLIJ theil sent Deni~j  a copy of an e mail he claimed Dem? had sent to him. dated i\lla~t:i~ 

15,  1997. fihich refexeticed the $100 houri) rate arid tile $50.000 cap Deniiy tailed Paul and 
said "7 hat c-mail is a fake! 1 net el sent it!" 

Thc relatio~lship bet\$een the parties deteriorated fimzhe:. ,md Paul delivered the wntk he 
!md donz. although it mas incomplete. Xn 4prii 1998, Dcmy senx a nun~ker. of Pml's friends 
copies of'the 1997 lerter he had n~it ten tc7 Pat11 accusing Paul of'incompetcncc. Paul didn't learn 
ihat h ~ s  kriends had beet1 giten the letter tintif Jtme 27. 1999, txtherl one of Paul's tiiends told Iiim 
she liad received the Ieaer fi-orn Denn) 

On Jtrne 26,  3000. Pltul filed a 111ree-count nlotioi~ fox judgment against Uenn) in the 
Circuit Court of' "rrlington C o u r i ~  

e Count I alleged that Dcnn) breached an oral prornisc to pa) Paul on an houri,! 
basis and suught S50.000 in damages. 

a fount 11, pleaded in the aittt~natixe. alleged that Dem? breached a wr.ittcn 
cunu act, evidenced by the e-mail dated hIarcil 15, 1997 

O Count 111 alleged defamation Paul sought F100,000 in cornpensatoq damages 
and Si,000,000 in punitit e damages on the ground that D e m ~ j  seIlt PauI"s friends 
copies of Dem? s JLLIX I997 letter that accused Paui of incompetence 
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i IJtnn? n ~ o i  eci to dismiss ali three counts on the ground that the staruies of limilations had 
run. Thc Circuit Court grmred Den11y.s motion as to Counts I alct 111. and dismissed those counts 
vkith prejudice I hc Court dcnied Denn)'s plea of the statute of lirnirations as to Counr I1 

The case p~oceeded to tlial ,After the juq \bas empanelled and both sides ga\c theix 
opening sratemenrs. PL?uI sensed that the jur? belic\#ed Paut had. in facl. :n\ented the ]larch 15ih 
e-mail on i\hicll Count 11 \is based Paui nzoved to nonsuit the e~xtire case. i~~cli~dirlp C ouats 1 
clnJ I f1  Thc judge ruled t h i  f>;lul could not  ions suit Counts I and If 1 but ente~ed the nonsuit 
as ro Count I! 

[a 1 Did tf-re trial court err in sustaining Denny's plea of the statute of Iixllitations 2s to 
Co~ints 1 and ILI, and oi elruling the plea as to Count 11'' Explain full) 

(b) Did Ihe trial co~rrt err in rchsing to pexnlit Paul to nonsuit Counrs I and 111, and in 
permitting him to nonsuit Counr 11' Evplairl fit114 

[Lh Xot Discuss the ljniform Cornpuce: Intomation Transactions Act ] 

Remioder: %r i te  your answer to tile above question % in Booklet D - the Bil,l!B Bouklet 

rl 
I In 2001. Ed. I isa. H e n q ,  and Prodtrce:~ Group, Irzc . ('.Producers ') ptopcrlq 

iormed a lilnirccl partnership h1ov.n as Garden 5larkets. L-P ('*Gaxden") to O U ~  and opelate a 
niirnber of otitdoot farmers markets selling fresh prodtice in the Richmond. Virginia area The 
Iirniteii paxznership certificate set the capital contriburions of each pru-tncr at SZO.OOO, iiesignared 
Ploducers and Fd 3s tl1e gene131 partners, and named Lisa, and Henry as Iimited partners 411 the 
pmnels except l..Ls;a paid in theix f l~i l  $30,000. Lisa paid only $20.000 and proruisrd to pa) the 
balainct. in due comse 

Ed one of thc' general partners. Mas the on]) partner actual11 emplo) ed b> Garden 
Occasiolxail>. home~er. Henq ?\ouuld uork in Garden's main office to run the business during 
Ed's sporadic absences on business trips and vacations Although IIcnq \\as not asked or 
directed to do so P> tlte genclal partners, he took it upon himself to act more or less legularlq cis 
piuchasing agent tbr produce i ron  Garden's suppliers, including Organic Crops. a major 
sllpplicr ot hairs w,i! s egerabics to Garden 

On  June 1,  3,002. Lisa, uith the npprot a1 of all tl~e pculners. and as l t i io~ed bq thi: 
partnership agreement. nithdre~i h o n ~  the partnership and sold and assigned her parmcrship 
interest TO Cooper fon S20.000 C'ooper was dulj admitted to Gardm as a li~nised parmer 

I/ 'CArnkno~,vni to Coope: , at t l~e  time of. the assignment 1 isa had still not paid in the Y 10.000 balance 
of he: capita! corit~ iburion 



( On -2iugusi. 1. 2002. Ed decided Llc no longer uanted to uork in the fresh produce 
business and announced ro the othe! partners that he was uithdrafiing as a 9ene:;il par'tncr The 
other partners accluicsced, and rhar Ielt Producers as the sole general pzmer. 

I 'nc parinership did not record an arnendrnent to the limited partnz~ship certifica~c to 
reflect ihe \i irhdra~sals b: Ed and Lisa or the addition of Coope~ as paltners 

In December 11003, O~ganic Crops tiled a Xfotion fbr fudgmcnr against Garden. 
Producers, Ed, L isa, Ilenr? , and Looper to recot cr anlounts due 011 past due int oices fol produce 
ordered bq 1-Tcn1) and sold to Gaiden One inloice. in the amount of 535,000, \\as dated Sul) 10. 
2003 ,irmd \x:xs fox p~csducz delitereci citlring April and hlaq 2002, Tlze other inloice. in the 
amounr of "S211.000. \$as dated October 10, 200.2 and uas for prodrlc? delihered during .August 
&lad Septen~bi:~ 70l13. 

(iarden'h on]) available iisset at the rime u f  Organic Clops's suit is Y31..000 in its 
par~ner ship c:zpical nccount 

(3 1 !{'hat iiabilit? does each of the defendants ha? e for each of the in\  oices being 
sued on b) Organic Clops' Explain k~tlq 

(: (b) %'hat liabiiit?, if an!, do Cooper and or Lisa have for the S 10.000 that Lisa net er 
paid tot\ ar d her capital contribu~ion" Explain iu11y 

Ren~intIea: U rite your ansner ro the above question $7 in Booklet D - the Bl,tiE Kookiet 

!%/rate your ' 6 1 2 5 ~ ~ 1 "  Qires'r"ions 8 r z t d  9 ira Answer Booklet E - (tile PURPLE booikItit). 

8. J S. L Surrhoards. Itd. mas a Virginia corporation that mmufjctured su~?%oards in 
Tl. irginin Beach Joe and I uke. the founders. mere thc onlj officers of J & L U\er time. as the 
business greu. the) found it necessatr) to bring others into the erzterprise. Rg 2001, there \sere 
fi-\. e directors and 22 shareholders. including Sa l l~  . a CPA rogether. Joe and Luke 07,s ned GO96 
of the 1 & I. s o c k  The remaining 70 st~arehofders each owned 20,; of' the stock 

In acidkion ta being a diiecto;, Sail) YV:Y~S  elected as a \ice p~csidi::~! and controiler off  Si 
1.. and had full responsibili~y to1 rhc corpoxation"~ accounts payable and rzceixabie In 7000, 
SalIl ordered and receiled 430,000 ~ o r t h  of'supplies froin Supplier. Inc Because ot an 
o\ ersight b) Supplier, J & 5- \%as never billed far the supplies In late 3001, u hen Supplier 
discu.cered tile oversighr.. it sent a bill. i~lcluding a substantial late charge and demanded 

I' immedia~c' payment Sail? refused to pal the bill unless Supplier agreed to delete the late charge 
l;uppIier retuscd and reporred the ' deiinqucnt ' bill to all the major credit rating bureaus As a 



conscyuencc: J 22 L s bank rziused to renew 3 line oi cledit nhen it learned oi the black mark on 
the credit rating 

it1 the suill[ller of 2002, Joe Luke Sallj~, and the other directors v.ent LO hf)rtIe Brnci-L. 
Suurh Carolina lor a ~ ~ e c k e n d  of golf Tile) decided it ~ o u l d  be a good opportunir) to meet and 
discuss J cX: L s busincss plan for the nest jear so Joe asked the direcrors to meet in his beach 
house 'f hey 311 ag~eed anci hail ed formal notice of a di~ectcxs meeting \ii, hen Sallj report?:! the 
disputc ~ i r h  Supplier mu rhe bank's refusal to xenew the line of credit. Joe and Luke becams 
ter: upset and biarned Sally for compromisir~g J & L's  good name §all) exp1ainst.I that it nas  
~ io t  he: -i';t~iIr 31lpplier had PaiIe3 to send the bill alci thar she tvas not going to be "held up" tor a 
late cinarge. She too became angq and left tile meeting 

I."nsatisfieti it12 Sail? 's eupianation. the remaining directors. upon L L L ~ C ' S  motion. \. otcd 
unanir~~ousl! rtl rzmo\ e Sallj as ,z director and to dismiss her as \ice president. and controller of J 
& 1 L.1tr; in lllc meeting, ihej \r?rcd to conrribute $3.000 to the Surfirlg h1use~u1-1 ill 'C'irginia 
Ecac h 

C;:lIl> sued 3 L% L and ttlc four directors alleging that the actions of the directors tsere 
in? alia bccause cil they had no right to meet a n j n k e ~ e  outside the Comnlontveaith of Virginia, 
iii) the hoard had no rigfit co remoxe her as a directo~, (iii) tkc board had no right to dismiss her 
as an offjcer itithout noeicr and .i?alnir~g. and t i \ )  rhe vote to contribute ro the Sturf1ng Rluseum 
consritured a ~ k a ~ t e  of' corporate assets 

."i trhc er:d of 2003, mhile Sa1ly.s lawsuit mas still pending, Jot: and Luke and rile r w  
other remaining directors, at a ploperlq called directors meeting, voted unminxousl> to dissol'ce J 
& L. The issue %as then submitted to the sharcfiolders at a properlj called 111eeting of the 
eihaellolders, and the holders of 98: b of the shares voted in labor of tile dissofution. Onij Sally 
dissented. voting her 2% against thz dissolution J & L's assets were then liquidated and 
disrribulcd .to the shareholders in proportion to the liurnber of shares held bq each of them 

Supplier, %\hose bill had not jer bee1.i paid. sued the directors as inditiduals to Eecoter the 
unpaid $30 000 

Asssums that no haud b) J & L or the directors exists 'and tllat J $: L s articles and b! 1 3 ~ ~ s  
do rlor aitcr Virginia corpolarion Ian 

i a )  I-loki should the court rule on each oi Saily's allegations" Explain full? 

(b) %re Sa114. Joe. Luke. and the other tuo directors inciil iduall) liabIe to Suwpliel'? 
Explain full3 

I 
, I Rruiindcr: U rite l o u r  aiirael to tllc above question $8 in Booklet L - the PURPLE booklet -- -- 

k * * * *  






