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I.
Factual Hypothetical

Andy owns 51% of the shares of Bookstore, Inc., Billy owns 30% and Cinderella 19%.  Two years ago, the three of them entered into a shareholder agreement stating they would vote their shares for each other to be the three members of the board of directors.  The agreement also provided the following: a. that Andy would be the President of the company, Billy would be Vice-President and Cinderella would be Treasurer – all for 5 years, b. their salaries would be determined by the board of directors each year, c. they would not sell the stock they each own for 5 years.        
There has been a falling out among them recently.  At the recent shareholders meeting, Andy refused to vote for Cinderella to be on the board.  He instead proposed and voted for his sister Zelda.  She is now a member of the board and Cinderella is no longer on the BOD.  The new board immediately held a properly noticed board meeting and voted unanimously to fire Cinderella.  

Cinderella is so upset that today she sold her shares to Mr. Pirate, a competitor of Bookstores, Inc.     
1. Is the shareholder agreement enforceable? Discuss. 
2. Is there anything Cinderella can do about being removed from the BOD?

3. Is there anything Andy and Billy can do about the sale of Cinderella’s shares? 
4. Has Cinderella violated Rule 10b(5)? Discuss 
Note:  Bookstore, Inc. is not a close corporation.  

II.
Format for the Writing Assignment:


Please remember to identify yourself only by your Student I.D. Number since my grading must be blind.


The memorandum must be typed double-spaced – use Times New Roman size 13 pt type.  Do not exceed 1,500 words.  That is not to say I expect 1,500 words.  That is only the upper limit.   State the total number of words of your answer at the end of the answer.  
III.
Grading


Grading will be based on two factors -- quality of your written expression and quality of your analysis of the problem.  As I said in class, I want you to write the answer in complete sentences and full paragraphs.  Do a spell check before submitting the answer.  Take the time to edit and polish your written work product before you submit it.  I cannot emphasize enough the importance of excellent writing to your eventual success as a lawyer.  On the other hand, there is no perfect answer.  There will be pros and cons, which you should discuss in your answer.  Be sure to set forth the rules and your reasoning for reaching the conclusion you reach.  

The higher grade from this writing assignment or the first writing assignment will account for 25% of your final grade.
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IV.
Due Date


Tuesday November 7, 2017 and Wednesday November 8, 2017 at the beginning of class.  I will have a folder at the front of the classroom where you can leave your answer.  If you do not bring the answer then, I will not accept it later.  Do not email it to me.  I will return the answer the following Tuesday and Wednesday night.  I will provide the grades to both exams when I return the second exam.    

V.
Research and Consulting Resources


You may consult the California law treatises, especially Rutter on Corporations, and any other written resources.  I want you however to complete this on your own.  This is not a group project.  You can discuss it generally with other students (but not other attorneys) but do not review each other’s written work.   This is also not a research project.  You can answer this question fine using the things we have discussed this semester so far.  

Questions:  Send me an email if you are confused or unsure of something.  I will respond to the questions on the blog so that all students can see the answer.  Best of luck.  I look forward to reading what you write.  

Professor Hayes
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