SECOND SEMESTER EXAMINATION


ANSWER OUTLINE





Who is like the wise man, and who knows the explanation of things? A man’s wisdom illumines his face, but an impudent look is resented.  Ecclesiastes 8:1


1.  The first issue is whether William is a child of Fred for purposes of inheritance. If the step–parent adoption was in 1984, he is not. If the adoption happened in 1985, he is a child for inheritance purposes. If William is a child, he will take one half of the estate. 


The second paragraph enlarges on the issue of William. It also shows that the estate owns stock in 3 retail stores. A discussion of the need to spread out the risk and the prudent investor rule is called for. 


The third paragraph raises the issue of notice to creditors. Speedy is probably a bookie. However, you only have a telephone number. Will a bookie file a claim with the court stating that he is a bookie and that the debt is from gambling on horses? The credit card companies need actual notice.


The bag with white powder in it is for extra credit. Do you destroy it, determine what it really is or something else? If it is contraband, do you get rid of it (to the police or down the drain) or do you have a duty to maximize the size of the estate?


The last paragraph raises the income/principal problem. Do you sacrifice current income to insure the remaindermen get the building or do you risk an earthquake costing both the life tenant and the remaindermen. I would retrofit the building and/or buy insurance.


The estate is large enough to require estate taxes to be paid. That should be discussed.


With both Fred and Martha’s probate going on, a discussion of using a disclaimer or something else to avoid property going from Martha’s estate to Fred’s estate and being taxed in Fred’s estate would be a plus. 


A discussion on the mechanics of clearing the Joint Tenancy and the probate would be useful.


�
2.  The first paragraph gives you facts to use later on. The Oboe Bassoon problem should lead to a discussion of the doctrine of cy–pres. I think the Oboe player should get a scholarship. If you do the math at 5% interest, each scholarship would be $75,000.


The educational trust for the great great grandchildren raises the rule against perpetuities. Common law versus look-back. Who is the measuring life? The 2 year old was living and the 6 month old had been conceived when Mildred died. The 2 month old and any others would not have been. The problem comes when you pay for post–graduate education. With few exceptions, the people will be 22 or older. There is also a problem with distribution when the youngest great great grandchild reaches 25. 


Giving Mike the choice of which method to use for Frank raises a conflict of interest problem. If Mike chooses method 1 and Frank gets in trouble, Mike will get some of the money. If Mike chooses method 2 Frank will get money even if he gets in trouble again. However, Frank will never get control over all of the money. The discussion should include comment about the possibility that Frank will get in trouble again. 


The executor is charging too much for preparing an estate tax return when there is no valuation problem. The value of all items in this estate are easily determined. Partial interests in closely held corporations are hard to value. The attorney should be in charge of preparing the Estate Tax Return. Consider it your opening brief in the case of the IRS vs. your client.





