EXAM NUMBER: ___________

UNIVERSITY OF FLORIDA
COLLEGE OF LAW
FINAL EXAMINATION
FINANCE FOR LAWYERS
FALL SEMESTER, 2011
PROFESSOR WILLIS
 							

DATE:              December 5, 2011
TIME:				Noon
TIME LIMIT: 	No limit, due December 24, 2011 (midnight) (or as otherwise agreed), recommended time: four hours
	
Instructions
	
1. You may consult any written (including electronic) materials you consider helpful.

2.  Unless otherwise indicated, all parties are on the cash method of accounting and use the calendar year. 

3.  Some questions have space provided for a short answer, such as a dollar amount or a single word (e.g., correct or incorrect). You must write an appropriate answer in such spaces. For example, if a question calls for a dollar amount, anything other than arabic numerals stated in terms of U.S. dollars will be incorrect.  You may thereafter add any explanatory information you wish.

4.  Place your exam number or other form of identification at the top of this page.  

5. Once you begin the test, I will answer no questions until you turn in your exam.

6. Your grade on this test will count as your semester grade.  If you choose not to take this test, the final exam grade will count as your semester grade.  I cannot release scores until after all students have taken the final exam or this exam.

7. Some questions may lack essential facts.  In such a case, clearly state the question you would ask your client to elicit the need fact.  Then assume your client responds with “What difference would it make?” and answer your client’s question.


QUESTION ONE


Your child was born today.  You wish to save for her college education, beginning one month from now.  In your opinion, if she were to graduate from high school this academic year, you would like her to have $200,000 in savings.  How much do you plan to save each quarter?

$____________



QUESTION TWO


Husband and Wife have agreed that Husband will pay wife $4000 per month in permanent periodic alimony, which ends on the death of either or on the remarriage of wife.  Both are 45 years old and in good health.    What would be a reasonable amount of lump sum alimony for Husband to pay wife if she were to waive all other rights to alimony, including the right to modification?

$__________________



QUESTION THREE


Tom died on July 1, 2005, in an accident caused by your client who now admits all elements of liability for the wrongful death.  Tom was then earning a gross salary of $50,000 bi-monthly.  He was 35 years old and a surgeon at the time of death.

The partner litigating the case asked you to estimate the settlement offer you expect from the widow’s counsel for lost earnings.   Do not consider pain and suffering or any other issues (such as loss of help around the house and loss of love and affection).  He also asked you for advice on a first counter-offer.  Then he asked you to estimate a realistic settlement value.

What are your estimates?

You probably need more information.  List the questions you would ask and then assume a reasonable answer to each.  Then answer the question.  Limit your questions to essential unknown information.   For example, you know current interest rates on U.S. Treasuries: you make research that information.  You do not know, however, the color of the client’s eyes (that, by the way, would not be essential information). 

$_________________ demand from victim

$_________________ first offer from tortfeasor

$_________________ fair settlement value






QUESTION FOUR


Define the following terms:


EFF


NAI


APY


BML


QUESTION FIVE

You represent Bank, which has loaned customer $500,000 for the purchase of a new house.  Customer will pay $200,000 as a down payment.  Customer must “pay” 3 points at closing.  The nominal annual interest rate is 5.25 %.  Payments are monthly.  You must prepare the closing documents.

What is the APR if the loan is for thirty years?

____________________%

What are the monthly payments if the loan is for thirty years?

$____________________

What are the monthly payments if the loan is for ten years?


$____________________


How much will customer owe after thirty months if he makes all scheduled payments timely and the loan is for fifteen years?

$____________________



QUESTION SIX

Your client owns a bond with the following terms:

It will pay €1,000,000 on January 2, 2020.

It will pay €25,000 at the beginning of each quarter from the date of issuance until the date of maturity.

Your client inherited the bond on December 5, 2011.  The issuer has made all required interest payments timely.  The bond was originally issued on July 1, 2002.  

[bookmark: _GoBack]You’ve been asked to value the bond as of noon on 12/5/11.  It is not publicly traded.

A.  What information would you want to know?  


B. Assuming the answers to your questions are all positive (suggesting a higher rather than lower value), what value would you place on the bond?



$__________________________
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