San Luis Obispo College of Law
Business Organizations I (Agency and Partnership)
Fall 2025 Exam

Professor: J. Hancox

Instructions:
Answer 3 Essay Questions.

Time Allotted: Three (3) Hours

QUESTION 1

In 2024, Marvin and Lucy started a computer software business. Marvin prepared marketing materials and
Lucy made sales calls. During the first year, Lucy sold 10 copies of certain software programs for $5,000
each. The business had a net profit of $48,000 and Marvin and Lucy each received $24,000.

In January 2025, Marvin and Lucy hired an attorney to form a limited partnership under the name
“Programs LP”. The attorney properly prepared all necessary documents to form the Limited Partnership
and Marvin and Lucy both signed. However, the attorney carelessly failed to file the Limited Partnership
Formation Documents with the Secretary of State.

Lucy continued to make sales calls to sell the software. She also sold a five-year service contract
developed by Marvin. Due to brisk sales, Programs LP projected income of about $300,000 per year for
the next five years from the service contracts alone. Programs LP obtained a $200,000 business loan from
American Business Bank secured by the accounts receivable for the service contracts.

In July 2025, Lucy had an automobile accident, caused solely by her own negligence, on the way to visit a
prospective buyer after visiting her mother at the nursing home during her lunch. The accident injured a
pedestrian. As a result of the accident, Lucy stopped working and sales collapsed.

In October 2025, Programs LP went out of business, leaving negligible assets and the unpaid loan to
American Business Bank.

1. Is Programs LP, Marvin, and/or Lucy liable to the pedestrian for the injury? Discuss.

2, Is Programs LP, Marvin, and/or Lucy liable to American Business Bank for the loan? Discuss.
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QUESTION 2

Aaron, Bullock, and Candace are attorneys who formed a law firm called ABC Law. They filed no
documents with the Secretary of State or any other state office. They equally share the firm’s profits after
paying all expenses and make all business and management decisions.

Aaron, Bullock, and Candace agreed to bestow the title “nonequity partner” on senior attorneys even
though senior attorneys have no management authority or and cannot sign on behalf of the firm. The firm
website and business cards for senior attorneys list their title as “partner.”

Marco, a senior attorney, met Nancy at a social function. Nancy told Marco about her business’s legal
problems. Marco gave Nancy his business card. After looking at the card, Nancy asked Marco if as a
“partner” he can agree to the firm handling her legal problems at a reduced hourly rate in return for a
promise of future business. Marco was aware that the firm has a strict policy of not reducing hourly rates,
but signed a written agreement for it to handle Nancy’s legal matters at a reduced hourly rate. Marco
signed as follows: Marco, for ABC Law, Partner

1. What type of business entity is the firm using to conduct business? Discuss.

2. Are the senior attorneys employees, partners, and/or agents of the firm? Discuss.

4. Is the firm bound by the agreement that Martha signed with Nancy? Discuss.
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QUESTION 3

Diego, Edgar, and Frank are partners in the DEF law firm, which operates under a general partnership
agreement. DEF provides all firm attorneys with cell phones to facilitate prompt attorney-client
communications. DEF has a policy that all firm attorneys must carry their work-provided cells phones

with them at all times and that all client emails must be responded to immediately, at least with a personal
acknowledgment of receipt.

Sully, an attorney well known for her many highly publicized trials, often works closely with DEF, but is
not a party to the written DEF partnership agreement. DEF believes that Sully’s presence raises the profile
and prestige of DEF.

Sully leases an office in the suite of offices used by DEF, for which DEF charges Sully $8,000 per month.
The DEF receptionist greets all clients of DEF and Sully. Sully uses the DEF firm name and telephone
number on her letterhead. Sully bills her clients directly for her services. Sully also receives 10% of the
annual profits of DEF in recognition of her value to the firm.

After work one day, Diego was driving in heavy traffic to attend a baseball game when he received an
urgent email from a DEF client. While briefly stopped in traffic, Diego attempted to answer the email on
his work-provided cell phone. Due to this distraction, Diego negligently caused a car accident that was the
actual and proximate cause of serious injuries to the other driver, Peeta.

Peeta sued Diego, DEF, Edgar, Frank, and Sully for damages arising from the car accident.

Which of these defendants might reasonably be found liable for damages arising from Peeta’s car accident
and why? Discuss.
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ANSWER OUTLINE
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QUESTION 1 — Answer Outline

Agents

Principals

Employees

Authority

Vicarious Liability

Indemnification

Ratification

Type of entity, partnership, or venture
Liability of General Partners

Question 2 — Answer Outline

Agents

Principals

Employees

Authority

Vicarious Liability

Indemnification

Ratification

Type of entity, partnership, or venture
Classification of Senior Attorneys

. Liability of partners or co-adventurers

Question 3 — Answer Outline

Agents

Principals
Authority
Employees
Vicarious Liability
Indemnification
Liability of partners
Liability of agents
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1)

PROGRAMS I P, MARVIN, AND LUCY'S IIABILITY TO THE PEDES TRIAN

PARTNERSHIPS

A partnership is the association of two or moge persons to carty on as co-owners of a
business for profit, regatdless of whether they intended to form a parmershipﬂimong the

- L 4
types of partnerships include general partnerships, limited partnerships‘,'zmd limited
liability partnerships.v

GENERAL PARTNERSHIPS

A general partnership is the default form of a partnership?There are no formal
requirements to form a general partnership,’thus, the partnership exists as soon as the
parties begin business. In a general partnership, all partners are general partners and they
are all jointly and severally liable for partnership debts. In a general partnership, none of
the partners have limited ligbility. A presumption of a general partnership arises by

o
evidence of sharing profits, joint ownership of property, and sharing of control, capital

v

: o
imnvestments, and labor.

LIMITED PARTNERSHIPS

A limited pattnership consists of one or more general pargers and one or more limited
partners carrying on as co-owners of a business for profit. The general pattnets ate jointly
and severally liable for partnership debts and have management and control over the day
to day operations of the partnership. Limited pamﬁrs, on the other hand, are only liable
to the extent of their investment in the partnership. Limited partners also have no
management ot control over day to day operations and only patticipate in voting under

extraordinary circumstances. To form a limited partnership, the partners must file a
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certificate of limited partnershipv with the secretary of state that is signed by all GPs and
includes the names of all GPs, the name of the limited pattnetship, identifies the location
of the designated office, and identifies the name and addtess of the agent for setvice of
proccss‘.’ Importantly, parties that intend to form a limited partnership but fail to satisfy all
of the formalities will sill have formed a gencral partnership, given that thete are no

formal requirements.

CLASSIFICATION OF PROGRAMS LP AS A PARTNERSHIP

Here, Programs 1.P is a general partnership, despite "LP" in its name, because the parties
did not satisfy the formalities to form a LP, and they can still classify as a GP since there
are no formal requirements, Despite Marvin and Lucy's intent to form 2 LP, and enlisting
the assistance of an attorney, the attorney's failure t% file the LP formation documents
with the SOS invalidates their attempt to form a LP. Since thete are no formal
tequirements to form a GP other than the association of 2 ot more petsons carrying on as
co-owners of a business for profit, Marvin and Lucy have formed a GP. Further evidence
of their establishment of a general partnership is their sharing of profits in ZOZX,in which
they split the profit of $48K equally, and shared in the labor of the partnetship by having
established job dutie:Thus, Marvin and Lucy are both general partners in the partnership

and share the same rights, duties, and liabilitics %

PARTNERSHIP'S AND INDIVIDUAL PARTNERSHIP'S LIABILITY FOR
TORTS

A partnership is vicariously liable for the torts committed by partnets in the ordinary
course of partnership business. General partnets ate jointly and severally liable for
pattnership debts, which would include any sort of damages judgment or settlement

' .
against the partnership. Finally, partners are pcrsonall;z)lable for torts that they personally

commit in the ord.ina.ty coutse of parmership business. A pattner is acting in the ordinaty
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course of partnership business if the pattner was on the job at the time of the incident is
acting with the authotity of the partnershiﬁ,/ ot is acting for the benefit of the partnership*
The liability of Programs, Marvin, and Lucy will each be addressed in turn.

LUCY'S LIABILITY

Herte, Lucy is personally liabl‘e/to the pedestrian for damages atising out of the injuries
from the car accident because the accident was caused by Lucy's negligenc‘e./Lucy is also
jointly and severally liable as a general partner because the accident occurred duting the
coutse of partnership business when she was on her way to Visit a prospective buyer‘.,Lucy
was on the job at the time of the accidentand was acting for the benefit of the
partnership%rhen she negligently struck the pedestrian. Thus, Lucy is both petsonally
liable and jointly and severally liable as a GpY”

PROGRAMS' LIABILITY

v
Here, Programs is vicariously liable to the pedestrian for damages arising out of the

injuties from the car accident because the accident was caused by Lucy's negligence during
the ordinary course of partnership msiness when she was on her way to visit a
prospective buyer\.JLucy was on the job at the time of the acciden‘t/and was acting for the
benefit of the partnershipL\;hen she negligently struck the pedestrian. Thus, Programs is

vicariously liable to the pedesttian for Lucy's conduct.

MARVIN'S TIABILITY

=’
Here, Marvin is jointly and severally liable to the pedestrian for damages arising out of the

s [
injuries from the car accident because the accident was caused by fellow general partnet
Lucy's negligence during the otdinary coutse of partnership business when she was on her

. ~r ) . .,
way to visit a prospective buyer. Lucy was on the job at the time of the accident and was
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acting for the benefit of the partnership when she negligently struck the pedesttian. Thus,

Matvin is jointly and severally liable to the pedestrian for Lucy's conduct.

RIGHTS AND DUTIES OF PARTNERS

| g W |

The rights (‘)_f}armcrs include the rights Lgﬁ ownetship, use, Iy)lts and losses,

management and control, indemnification, and transferability. The duties of partners

include the duties of c;lréjoyaltytﬁc/lisclosurejzccountin‘é, good faith and fait dealing, and
obedience. Notable here, the right of indemnification means that although the general
pattners are jointly and severally liable for the torts caused by the partners\,/thc partners
have the right to seek indemnification from the tortfeasor partner. Similarly, the
parmership&l:as the right to be indcmniﬁeds'by the tortfeasor partner if the partner caused

the accident due to their own negligence ot misconduct. v

Here, Matvin is jointly and severally liable for th.S damages to the pedestrian and could be
on the hook for the entirety of a damages award, if any. Mgvin would have to pay the
award in the event that neither Lucy nor the pattnership do; however, he then has the
right to seek indemnification from Lucy as the pattner who is petsonally liable. Similatly,
Programs is vicariously liable to the pedesttian and could end up stuck paying the entirety
or some of the damages award, if any, then may seck indemniﬁcatio;)/from Lucy as the
partner that caused the debt due to her own neg]igc‘egce\./However, Matvin and Programs
would urge that they do not need to indemnify Lucy because she breached her duty of

i . . . e
due care while in the ordinary course of partnership business.

TERMINATION OF THE PARTNERSHIP - DISSOLUTION AND
WINDING UP Y

Dissolution of a partnership occuts when the partnership ceases to exist, which triggers

the winding up process. A partnetrship may be dissolved voluntarily by agreement of the

50f10



Exam Name: BusLaw-SLO-F25 -Hancox-os

partners, a significant change in circumstances,%nd other ways that are generally irrelevant
here‘f’Upon dissolution, the partners liquidate any remaining assets, satisfy any temaining

H . . - .
debts, and can distribute any remaining assets among the partners.

Here, Programs dissolved in October 2025 when it went out of business due to its
collapse in sales after Lucy's accident, which constitutes a significant change in
citcumstances and presumed agreement between the partnets to dissolve, although it is
unclear how the decision to go out of business was madg./lf the pedesttian files suit and
obtains a settlement or judgment, it would need to be satisfied in the winding up process]”

and it would need to be taken care of before any remaining assets could be distributed to

S
the partners.

CONCLUSION RE: PROGRAMS I.P, MARVIN, AND LUCY'S LIABILITY TO
THE PEDESTRIAN

For the foregoing reasons, Lucy is personally liable to the pedestrian and jointly and
severally liable in her capacity as a GP, Marvin is jointly and severally as 2 GP, and
Programs is vicariously liable. Despite the dissolution of the partnership, they would be

liable to the pedestrian before they can distribute any remaining assets among themselves.

PROGRAMS IP, MARVIN, AND LUCY'S ILIABILITY AMERICAN BUSINESS
BANK

PARTNERSHIPS

See rules discussed above.
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As noted, Marvin and Lucy formed a general partnership and ate equal partners in

Programs. Thus, Marvin and Lucy both have authority to make decisions on the day to
day operations of the parttnership. o

PARTNERSHIP RIGHTS AND DUTIES

See rules discussed above. v

As general partners, Marvin and Lucy have the right to share in the profits and losses of
the partnership as well as management and control. Although they have this right under
general partnership principles, it is worth noting that Lucy and Matvin generally Sutlined
their respective authortity and job duties undet the partnership, as Mark was tasked with
preparing marketing materialggnd Lucy made sales calls. These responsibilities do not
fully encompass all aspects of the day to day operations of the partnership, so other acts
that arise that require authotity are likely shared equally between them, discussed further

below.

PARTNERSHIP'S LIABILITY FOR CONTRACTS (AUTHORITY)

A partnership is liable for contracts entered into by the pattners, and liability follows
~ i . .
agency principles. Thus, to bind a partnership for a contract, the pattner who entered into

the contract must have been acting with actual authotity or apparent authority. =
v
ACTUAL AUTHORITY

Actual express authority is expressly given to the partner by the partnership. A partner

acts with actual implied authotity when the partner reasonably believes that the partijit

has authority to bind the partnership based on necessity, priot dealings, ot custom.

APPARENT AUTHORITY ‘/
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A partner acts with apparent authority when an act, omission, 5 other conducf})y the
partnership creates the appearance of authority in the pattner and a third party reasonably
believes that the partner had authority to transact with them.

Here, Lucy most likely did not have actual express authority, but she did have actual
implied and apparent authotity to bind Programs and enter into an agreement to obtain a
loan from American Business Bank (ABA). Lucy likely did not have actual express
authority because the actual express authority she was granted was to make sales calls, and
obtaining a business loan is beyond that authotity. However, Lucy had actual implied
authority because due to high demand and brisk sale; which is within Lucy's wheelhouse,
a necessity arose to obtain a business loan to keep up with the floutishing business. As a
general partner, Lucy and Matvin had equal management and control over Programs, so
either one of them could have enteted into the agreement with ABAVto obtain the loan.
Finally, Lucy acted with appatent authority because her position as a general pattner of
Programs created a reasonable belicf in ABA that Lucy had authority to bind Programs *~
and enter into a loan agreement. Furthet, the loan was secuted by the accounts receivable

for the service contracts, which further compelled ABA to enter into the agreement, v’

"Thus, Lucy had authotity to bind Programs in the loan agreement, and Programs is liable
for Lucy's agreement.

Furthet, as indicated previously, general partners are jointly and severally liable for i
partnership debts. Thus, Marvin and Lucy ate jointly and severally liable for the debt and

may seek indemnification of eithet of them pay more than their fair share. ¥

RATIFICATION ¥

\ "

V A
A principal will be bound by an agent's unauthorized act if the principal subsequently

engages in conduct that demonstrates affirmance of the act. Ratification is implied if the
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w
principal has full knowledge of the c material facts and acccpts receives, or retains a
benefit, femains silent, acquiesces, Tails to dlsafﬁim ot repudiate, ot otherwise

demonstrates adoption of the agent's actywhich absolves the agent of liability.””

Here, in the event that it is determined that Lucy did not have authority to cnter into the
loan agreement, it may be true that Programs/ M;‘;vin ratified Lucy's act of entering the
agreement, which would bind Progtams/Marvin for the unpaid loarT./’ [he facts are not
entirely clear as to when the loan was obmincdﬁ;ut it can be inferred that Programs™
retained the benefit of the loan or at least remained silenmd failed to disaffirm Lucy's
act of obtaining the loan. Phrased another way, there is no indication that Programs ot
Marvin took issue with Lucy obtaining the loan until now when the business has collapsed
and they do not want to pay the loan.”

4
Thus, it is possible that Programs/Marvin ratified Lucy's act of obtaining the loan, which

binds Programs/Marvin for the unpaid loan. -

DISSOLUTION AND WINDING UP

See rules above. ™

As noted, the partnership is liable for pending debts that still need to be satisfied, and
those come before any partners can receive any distributions of assets. Thus, Programs,

Matvin, and Lucy are liable to ABA for the loan.*”

CONCI.USION RE: PROGRAMS I.P, MARVIN, AND LUCY'S IIABILITY TO
AMERICAN BUSINESS BANK {_~

Programs is liable to ABA for the loan, and Marvin and Lucy are jointly and severally

liable.*”
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END OF EXAM
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2)

ABCILAW AS A BUSINESS ENTITY

PARTNERSHIPS

i{_d'/ " — | e

A partnership ig the association of two or more petsons to carty on as co-owners of a

business for profit, regardless of whether t‘h/cy intended to form a pattnership. Among the
"

types of partnerships include general partnerships, limited partmerships, and limited

-
liability partnerships.

GENERAL PARTNERSHIPS

o d

A gencral partnetship is t degzzl/lt form of a partnership. There are no formal
requirements to form@ genetal partnership; thus, the pattnership exists as soon as the
partiesbegin business. In a general pattnership, all patert€rs are general };'ffrﬂlers and they
are all jointly and severally liable for partnership debts. In a general pattnership, none of
the f)'ar’%ggrs have l.itni}d liability. A presumysfion of a general partership arises by o
evidence of sharing‘.pl}ﬁts, joint ownership of property, and sharing 6f control, capital

mvestments, and labot.

e Ve v

Here, ABC Laws a general pattnership because they filéd no documents with the SOS ot
L’ . .
any othet state office, which is requited for the other forms of a partnership. Further
evidence of a general patffiership is Aaron, Bullock, and Candace's equal sharing of the
firm's profits and losses and shating of confrol and labor in the day t5"day operations of
' ~
the businc%d managefTent decisions.

Thus, ABC law is a general partnership.

CONCLUSION RE: ABCLAW AS A BUSINESS ENTITY
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ABC Law is a genetal partnership. \.”"

JENIOR ATTORNEYS STATUS AS EMPLOYEES, PARTNERS, AND/OR
AGENTS OF THE FIRM

GENERAIL PARTNERSHIPS

See rules discussed above. v

As noted, ABC Law is a general partnership. Notably, &h}partnership only names Aaton,

Bullock, and Can aclei‘/as/ the individuals who formed the partnership. Aaron, Bullock, and
. v

Candace are the only individuals at ABC }:‘ﬁ?thﬁ share in the pr%fts, loséand control

over the pa‘ﬂﬁership. Thus, they ate the only actual part‘ﬁ?rs in the partnership, discussed

further below.

RIGHTS AND DUTIES OF PARTNERS ~

v v
The rights of partners include the r@ of ownetship, Iize);roﬁts and losses,
- —
managa{ent and control, indemnification, and transferability. The duties of p\ar_/mers
P N
include the duties of cate, onaﬂ, diselosue, accounting, good faith and fair dealing, and
-/
obedience. These are the rights and duties of the partners themselves, eyhey do not
\ L
necessatily extend to employees of the partnership who are not general partners.

— ~ ~ N
Here, Aargn, Bullock, and Candace are the pa%rs of ABC Law and yre in all of the
rights %xrtners, 35)&11 as have the Sggm to abide by the prescribed duties of
-
partnefi/ These do not extend to employees, such as senior }f{)meys, pir/ticularly a\s}he

senior attorneys citcumstances ate ée/scribed. Specifically, despite theit title being "non-
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N [ L/
. " : . o : " " -
equity partner” and theit business cards saying "pattner," senior attorneys at ABC Law
have no management authority, nor can hey sigh on behalf of the firm. Thus, the senior
attorneys ate not given all of the rightts of partners, including the rights of equal

A . 4
management and contfol over the business operatons.

AGENCY “~~
v o

An agency 1chttomh1p is a mutually consensual 1cl’1t1onsh1p in which one petson, the
ot et \ Cher the piTeLs
agent, qgﬁto act on beRalf of and subjéet to the control of anofher, the principal. An
e
extremely common agency relationship is that of empl oyc%ployee.

Here, an agency relationship is established as employer/employee between ABC Law and

. [
the senior attorneys because the attorneys and the fitm are in a mutually consensual
s Lo [
1Llat10nsh1p to work as attoriieys on behalf of ABC Law and subject to its control. While
the spcu?ic/ob duties of the attorneys are not provided, specific restrictions of their job
duties are given, including their lack of\n/mnagemcnt authority and inability to sign on

behalf of the firm, which are general obligations of a principal in an agency relationship.

b e S ]
Thus, an agency relationship is established between ABC Law and the senior attorneys in

the form of an employet/employee rela%nship.

CONCI.USION RE: SENIOR ATTORNEYS'S STATUS AS EMPI.OYEES,
PARTNERS, AND/OR AGENTS OF THE FIRM "

For the foregoing reasons, the _SC}OI attorneys ate both emplojees and agents of ABC

Law, but they ate not partners.

MARCO'S AGREEMENT WITH NANCY v
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PARTNERSHIPS v

See rules discussed above.

As noted, ABE Leaw is a general parmersh‘i/gf hus, the pattners and the partnership itself

are exposed toLEa/bﬂjty. The partnership is liable for partnershif)ﬁabts, including those

entered into on behalf of the parme‘{sﬂip, and the general partners are jointly and severally
S

liabte for partnership debts.

PARTNERSHIP'S LIABILITY FOR CONTRACTS (AUTHORITY)L/

A parmers‘]:ﬁ 15 liable for cont(r;c}ﬁntered into by the partners, and liability follows

agency principles. Thus, to bin wrtnetslnp fot arcontract, the partier who entered into
the contract must have been acting with actua authority or appare%thonty.

ACTUAL AUTHORITY

il . - o ~—
Actual express Sghonty is expressly given to the partrier by the pattnetship. A partner

o
acts with actual implied authotity when the patter€t reaso%égly beligves that the pattner
has authority to bind the partnership based on necessity, prior dealings, ot custom.

v v UV e v v

Here, Marco did not act with actual express ot implied authority because as a senior

T , e
attorney, he had no management authotity arid}uﬂd not sign on behalf of the fitm.
Becatse he h\as/s;peclﬁca]ly prescribed restrictions on Wthonty, mclud{_rig the inability
to sigrL1/0n behalf of the firm, Writyﬁs not atise f){}ressly nor impliedly, since
Marco's b‘e/lief of authority to bind ABC Law was unreasonable. There was n(k)}céssity in
whicEMarcgg)uld bind ABC Law\,_a/nd there is no indication that any prior dealings ot
custom would have created a reasonable belief of implied aéﬂgrity in Marco by ABC

Law.
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APPARENT AUTHORITY
A pattnet acts with appatent autiority when an act, omisston, or other conduct by the
(e o " (e
partnership creates the : qppcatancc of authdfity in the partner and a rhlrc'f/nty 1c"xsonably
| (>
believes that the putnu had fmtl’/uy to transact with them. Qpeiﬁml y in partnetships,
(e Qe
the appearance of authotity may also arisc’if the patmusll/p holds someone out to be a

e
lel tner,

(LA _ e
Here, Marco acted with apparent authority because ABC Law's act of giving Marco the
e

title of "non-equity partner” and listing him as a "partner" on their yb‘si/te and business
cards hon? Mat&o out as a pat ther that hdb duthgrft/y to bfr{dl ABC qu Furthet, and
importantly, thls&fct by ABC Law creflted a reasonable beficf in Na y that Matco had
authonty to mgn.a/wmten agreement as a pakiﬁl/el on the firm's behalf. Nancy\}chcf was
1eason'1ble for the foregoing reasons, but also because she specifically asked him if he
could(aw/t/ci the aoreemcntfxs/q pattiiet, and he %aldy In sum, thete was no Lf::;son for
Nancy to believe that Matco did NOT' have authority.

9% v v (e L
Thus, Marco had appatent authortity to act on behalf of ABC Law, which binds ABC Law

to the agreement with Nancy. bl

ESTOPPEL AND THE OSTENSIBLE AGENT

1y v o
A ptmctpql may be bound by the doctrine of estoppel if a third party 1e’130nably belicves

Nrt’

that an ostcnsﬁﬁ—: agent had apparent authority to bind the principal, and the thitd party

detrimentally reltes upon that profise. Estoppel requires a justiftable reliance upon the
—

authority and a detrimental change in position.

v Ve % V/

Here, the facts dohot indicatg}dettimental change in position by Nancy, but her reliance

e .
upofl the agreement was justifiable.
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RATIFICATION v

A prél_lilwl will be bound by an agent's yuthonzed act if the principal subsequendy
s’

engages in conWmt demonstrates affirmance of the act. Ratification is 1mphed if the
oy (g
principal has full knowledge of the material facts and accgp’(rece Ves, or retains a
" =
benefit, remainssilent, acquiesces, fails to disaffirm or repudiate, ot otherwise

" v
demonstr}&:‘a/adopuon of the agent's act, which absolves the agent of hamy

Here, in the event that it is determined that M&g did not have authority to enter into the

agreement with Nancy, it may by be true that ABC Law 3/Uﬁed Matc\gct of ente;g:g the
agteement, which would bmd ABC Law tgﬁle agreemengat Marco s1gned \mthbl\glcy
Ratification requires a SUBSEQUENT act ot omission by the principal that demonstrates
afﬁrm%tﬁge and the facts do not 1nc1ude any of the parties' condﬁgf%er/Marco mgn%g the
agreement. Thus, ABC s acts of gwmg Marco bus%gvcards that say he is a partner and
listing him as such on their webqne likely would not apply retroactiéely to tatify Marco's
ac‘( However, anz/subs‘eq/uent conda:t.yould .c/onsrjtit/e ratification by way of remaining
silent and acquiescing, including if ABC aﬂow/{arco to keew business cards with
the ”partner title or 1f they maintained hls title as "non-equity partner" on the firm's
webste. Further if ABC did any WO]‘I‘}t‘ Nancy pursuant to the 2 qgreement it would
ratify D \/I'uco s act, especially because ABC would retain a jneﬁt because Nancy promlsed
- e

to give ABC future business in exchange for the reduced houtly rate.

Thus%is possible that ABC ratified Matco's i€t of signing the agreement, which would

bind"ABC.

DUTIES OF AGENT TO PRINCIPAL v

The Su/tltk,'( of the agent to the p’fi/ncipal include the;@aciaxy duticj.i}f care, loyalty,

disclosure, accounting, indemnification, and good conduct/to obey.
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Here, as an employee of ABC Law, Marco was their agent and breached his duties to act

witlde cate under 2 rwable prudent person standard or with the ordinafy skill by a
person in the same profession, as well as the duty of good conduct/obedience, by
entcrmf;"(to an agreement for which hemv he didfiot have au.‘ﬁﬁ&ny. Further, ABC
Law would argue that by breaching his dutics, he also triggered his duty to indemnify and

must m%mfy ABC Law for the losses and expenditutes caused by entering into the

agreement without authority.

CONCLUSION RE: MARCO'S AGREEMENT WITH NANCY

The firt1s bound Ey/the agreement that Marco signed with Nancy because Marco acted
b
with apparent authority,

END OF EXAM
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3)

DEF 1AW FIRM AS A BUSINESS ENTITY AND SULLY'S INVOLVEMENT

~
i

PARTNERSHIPS

A partryship is the association of two ot more petsons to carty on as co-owners of a

business for pr%’h/t, regardless of whethir/th)gy intended to f?in}partnerslnp. Among the

types of partnerships include general partnerships, limited partnerships, and limited
[
liability partnerships.

GENERAL PARTNERSHIPS

é/ N s (g
A generaifar ership is thii?fault form of a partnership. There are no formal /
tequirements to form a general partnership; thus, the partnership exists as soon as the
partles&l@n business. In a genetal partnership, all part}ﬁ-s are general partners and they

are all jomntly and severally liable for parmm debts. In a general partnerts{}}p, none of
e’

{9

the partners have limited liability. A presumpti%rf of a general partnership arises by
S
evidence of shating profits, joint owne;s'hip of prop%d sharing of control, capital

. —
investmentsk,/and labor. Further;” holdin; an individual out as a pattner creates a rebuttable

presumption that that person is a partner.

L/  —
Here, it is expressly stated that DEF operates under a GP agreement. Thus, Diego, Edgar
- . N

and Frank are general partners and share equal management, control, and rights under the
partnership.

7 " S~
Fuvrther, althougP:LS)l,e was not im'Eall/ya member of theT partnership, the law recognizes
Sully as a general partner in DEF because Sully shares in the profits of DEF and DEF
.
[ S

holds her out as a partner of DEF. Speciﬁc;ﬁl?, her collection of 10% of the annua{/
profits of DEF in recognition of her value to the firm establishes profit sharing, which
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creates 2 presumption of a GP. Further, "het value to the firm" and the fact that her
presence "raises the profile and prestige of DEF" demonstrates such a significant
contribution of labor that rises to th\c;/l.qyel of the partners wanting to shate profits, which
is certainly more than any other employee. Also, DEF held Sully out as a partnet because
DEF's &Fccptlon.lst treated DEL clients and Sully clients as if they are one in the same,
which creates the appeatrance of Su y being a partner in DEF. Most importantly, Sully

s ) e
used the DEF firm name and phone number on her letterhead, which cleatly shows that

W

Sully was held out as a pattner of DEF.

— (e S N—— —
Sully would disagree and highlight that S&l_l%pﬂid substantial rent in the amount of @(

pet month, which Sully wo&d}uot have to do if Sully were a partner in DEI\-T_.S/qu would
further highlight that Sully bills het clients directly for her services, which she would not
Cor il —
have T0 do if she was a partner with DEF, and het clients knowingly pay HER and not
" L — S
DEF. Phrased another way, Sully would urge that she is fiot held out as a partner of DEF
C . S ' . ; . L
because her clients do not pay DEF for her services, her clients know she is not a partner
S -~ -
with DEF, and she is not held out to be a partner of DLEF becauk_s_e she pays rent for her

office §pace, which just so happens to be a suite in the same offices as DEF.

B -
While there E—ymc hirit to Sully's arguments, it is substanlja‘hy outweighed by the
K
mountain of evidence in favor of Sully being a partner in DEF.

Thus, Sully is a general partner in DEF, alongside Diego, Edgat, and Frank.

L/
Now that it is established that DEF is a general parl:ners’ﬁl._p and Diego, Edgar, Frank, and

. - Loyl e :
Sully are all general partners, and each party's liability is addressed below in tuen.

LIABILITY OF DIEGO |~

A partner 1s personally liable for any torts that they cause.\./
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, L
Here, Diego {s/ersonally“h/le for damages arising from Peeta's car accident because he

was the petson who commiffed the tort that caused the harm. The facts 1nd1cate that the

accident was caused due to Diego's dlstractton and negligence. Thus, he caused the

accident and is personally liable to Peeta.

— — el
As will be dlscussed mote below, Diego is also jointly and severally liable in his capacity as

a general partner

LIABILITY OF THE GENERAL PARTNERS DIEGO, EDGAR. FRANK, AND
SULLY

o - [

General partners are jointly and severally liable for partnership debts and torts committed
by partners in the ordinaty course of paftflzrship business. A partn?:?fs acting m the
course and scope of partnershlp business if they wete on the job at %e/ fime of th the o
acc1de¥ft and were engqgmg in the work that %ﬁ/ were hired to perform, they were acting
with the authority of the &r/e}s}up, or they Were\zﬁng for the beneﬁt of the
paxtneLshlp An exception applies if the partner m¥dE 2 majot dexﬁﬁon from the scope e of
employrtrﬁnt and was engaged in a "frolic" which would absolvétl/le general parmers of
liability.

—— _ i —
Here, Diego Edgar, Frank and Sully ate joindy and severally Ha/e because Diego c‘z}yd
a tort mn the the ordmaly course of partnership busmess Diego xwthe ordinary coutse
of parmershlp business becausiie was xespondmg to an urgent client email on his work-
provided cell phone, per DEF's pohcy that all attorneys must carry their Work phone with
them at aﬁénpes and respond to chent emails immediately, even if it's ]ust sending a

petsonal acf{n/owledgment of receipt.

(g
DEF'nd the general pz%lﬁlers would disagree and note that Diego was not in the otrdinaty

[
; —
course of partnership business because he was driving to attend a baseball game at the
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time of the accident, which constitutes a frolic clearly outside of the ordinary course and

-
scope of partnetship business.

N Cr

T'heir argumé‘xﬁs not pe.tsua\siv/c because the policies surrounding work phones 18
L

absolute 1n nzltl/n'e and states that employees must carty their wotk provided phone with
v . - - . V
them "at all imes" and that all cliefits must be responded to "immediately." Tf the polic'y/
L~ gl " . ot il
stated som&t/hlng to the effect of "duting work hours" instead of "at all times" and
"y ediatelv." thev 1d i BRS ; ; : i .
mmediately,” they would likely previil in their assertion that Diego was acting outside
. . o ™
the ordinaty course of partnershiplstisiness. However, the cleat language of the policy

D
allows a strong inference that Diego was obligated to provide a tesponse to the urgent

client email immediately, and this obhgam&iﬁs what created the distraction that caused the
accident.

A AT R v
Thus, the general partners Diego, Edgar, Frank, and Sully are all jointly and severally liable

for Peeta's damages. g

LIABILITY OF DEF

«’ «” et
A partnership may be vicariously liable for the conduct of its partners during the otdinaty

Ao \ g
from their own conduct, such as negligent hiring, training, or supetvision.

i w e

DEF is Vicailgggly liable for Diego's conduct because Diego was acting in the ordinary
[

[ S
course of partnership business. A partnersl\l'i;may also be directly liable for actions arising
: 22

course of partnership busin€ss, discussed at lengT]LJ,/above. Further, DEF may be directly
liable if the trier of facts finds that DEF's\fpﬁicy mandating "immedi_@sponses to_~
urgent client e?h/ai]_s "at all times" constitutes negligent t_tai.ning ot supetvision. Specifically,
the m% fact may find that instituting the policy and making emslo/yees abide by it apall
timc(s',/ regardless o%hcthet it is duting work ! (ffrs, constitutes n\:gl@ent training because

it 1s reasonably k)feseeable that such a strict policy would lead to \Eh/stmctions that can
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o — S

cause accidents such as the one that happened to Peeta. Additionally, or alternatively, the

trder of fact may find that if DEF did not truly mtfn/dfor the policy to apply "at all times"

and "immediate" could extend to pethaps a few minutes later or the next business day,

DEF negligently trained their employees on the poh(cy”gecause it led to thé"ﬁ:h'ef that they

must fespond even when they are dr}Ving outside of the office not fc{a work putpose.

IR el

For similar reasons, DEF may%held directlyHable for negﬁgeniypervision if the triet

(g

. - . V
of fact finds it problematic that DEF implemented an ambiguous policy sutrounding cell
phones and failed to supervise employees to make sure that they were being used
. . /
appro %ly and not in a way that would cause foreseeable harm, such as getting

. . . - V/
distracted by thsp/hane while dn?i/ng. In sum, DEF may face direct ]iabﬂi\fy/in addition to
the vicatious liability on behalf of Diego.

RIGHTS AND DUTIES OF PARTNERS ~

v’ v v v

The rights of partners include the rightigf ownetship, use, profits and losses,

. : . , . vl
managem&nt and control, mdemmﬁcauon@ transferability. The duties of partners

includj the duties of care, loyalt% disclosure, ac‘cy,mting, good faith and fair dealisig, and
obediefree. Notable hete, the right of indemnification means that although the general
partners ar‘(yinﬂ;a/nd severally lia% for the totts caﬁs/zd/by the partners, the pattners
have the right to seek inLdymiﬁcation frg;n the tortfeasor pﬂner. Similarly, the o
partnershﬁhas the right to be indekm/niﬁed by the Eo/rtfeasor partner if the partner caused

the accidént due to their own negligence or misconduct.
L~ - t/ « (/
Here, Edgar, Frank, Sully, and DEF would urge that their rights to indemnification are

- v i
implic%d. Edga%,/F;ank, and Sully ate jointly and s(t{eraﬂy liable for the Ldym%gs to Reeta
and could be on the hook for the entirety of a damages award, if any. Edga\r,}‘rank, and
Sullgyivould have to pay the award in the event that neither Diego nor DEF do. ‘Iigwever,
Edgar, Frank, and Sully would have tl\le/nght to seek indemnification fto\m/Dlego and/or
DEF Similatly, DEFTs vicatiously liable to Peeta and could end up stuck paying the
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w v
entirety Jﬁ)me of the damageymrd, if any, then may seek indemnification from Diego

as the partﬁ/e; that caused the debt due to his own negligehce.
(_/ — 1/// -

Edgar, anlg}tlly, and DEF would u&@}mt Diegyeached his duty of due cate

because he failed to act Wasonablc prud‘ét person would/ up to the lczc/l,of SM?[S a

pctsbf/gn a similar professi(()n)muld because he nég/]%ently w his phone outside of the

wotkplace that created a distraction and resulted in h'zy} to Peeta. They would urge that

because of this, Diego is not entitled to indemnification as a GP.

CONCLUSION RE: LIABIIITY FOR PEETA'S DAMAGES =

s d
For the foregoing reasons, Diego is personally liable to the pedestrian and jointly and

— .
severally liable in his capacity as a GP. Edéﬁ{ Frank, and ully ate jointly érﬁ %ra]ly as
Glgg DEF is vicariously liable for Diego's conduct, and may also be ditectly liable for

negligent training and/or supervision.

END OF EXAM
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