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FINAL EXAMINATION
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1. You havetwo (2) hoursto complete this exam.
2. This is aclosed book exam.
3. This exam consists of one part, an essay queftlease write your response in

the blue books provided. Please write clearly. 8/omh every other line and every
other page to permit instructor comments.

4. Write your exam number on your exam envelope. But gorrect class section
and student exam number at the top of this pagh, page of questions, and each
blue book.Do not use your name, student ID number or Social Secouimber
on any exam materials.

5. At the conclusion of the exam, return all test mate, including blue books,
scratch paper, and this exam packet envelope dmdisit to the proctorDO
NOT seal the envelope. Students who do not returrxathematerials at the end
of the exam may not be graded.

ESSAY QUESTION

Harry and Wanda wed in 1996. It was a first magiémy Wanda but a second marriage
for Harry. He had one child from his earlier maggaCharlie, who was then fifteen years
old.

The marriage seemed doomed from the beginningyHaud Wanda found no shortage
of things to fight about, most especially finandéhat most disturbed Wanda was the
exorbitant amount Harry paid for child support G88) a month. Her anger increased
when Charlie graduated high school in 1999 andyaohild support obligation
terminated. Harry volunteered to pay all of Chaslinllege expenses some $35,000 a
year at Pomona College.

Harry and Wanda finally separated and divorcedd@l12 Assume it is now 2001. At
issue between them are the following assets:

. Harry’s option to purchase 1,000 shares of his eggyls stock. Harry
began work for the company in 1993. The stock opivas granted in



2000. It is exercisable in 2003 if Harry is stithployed by the company.
The option exercise price is $10. At the time ofodce, the stock is
trading at $15.

. Harry’s defined benefit pension plan. Harry is ilig for a pension
equal to 2% multiplied by his highest annual satangitiplied by his years
of employment (not to exceed twenty-five years)e pension is vested.
An actuary has determined the present value gbéimsion is $500,000.

. A house owned by Wanda prior to her marriage taydhe house is
titled in Wanda’s name alone. She bought it for&@Q00 in 1990. At the
time of divorce it is worth $400,000. A large pafthe increased value is
due to a $100,000 addition made in 1996 - a bedradnseparate bath
for Charlie when he came to visit.

A. Discuss the parties’ ownership interests in thesets;
. any claims for reimbursement; and
. division of property.

To the extent you need additional factual inforimatiplease specify what that
information is and how it will affect your answer.

In 2003, two years after the divorce, Harry’s enyploawarded him another option to
purchase an additional 1,000 shares of compani.stogas exercisable in 2006 if Harry
were still employed by the company. The option eiserprice was $45. Harry exercised
the option in January 2006 when the stock wasrigpdt $85 a share

In December 2005, Harry’s employer offered him ahasnced retirement benefit an
additional $1,000 a month if Harry voluntarily retil before January 31, 2006. Harry
retired on January 28, 2006.

When Wanda learned of Harry’s good fortune fromunabfriends, Wanda filed a motion
before the divorce court seeking her community priypshare of the latest stock option
and Harry’s enhanced retirement benefit. Beforenhation could be heard, Harry
suffered a stroke and died (he had a long histbwery high blood pressure). Wanda
amended her motion to claim her community propsingre of a $500,000 term life
insurance policy which Harry initially purchasedli®96. The designated beneficiary is
Charlie. The marital settlement agreement did nenition Harry's life insurance.

B. How will the court rule on Wanda’s motion? Discuss.

END OF EXAM



