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This is an open-book exam, consisting of one question.  You may refer to all written material you have brought to the exam.  


You will be given 15 minutes in order to read the exam and organize yourself.  You may not begin writing your answer until 15 minutes from the start of the exam have elapsed.  You will be given 45 minutes to write the exam.  Thus, the total time allotted is 1 hour.


If you write your answer, please write legibly, on only one side of the page, skipping lines.


You may refer to the named individuals by initials.  You may assume that all transaction take place within the State of Euphoria, which has adopted the UCC without revision.


Credit will be given for organized, concise answers.  Plan your answer before beginning writing.


Good luck!

_________________


The Foundation of the Weeping Soul is a religious organization offering a cloistered community for those who agree to abide by its rules.  Members of the community follow a daily ritual, which includes prescribed hours for activities such as prayer, individual work and communal chores.  The members of the Foundation [except the Abbot) are cloistered in that they can receive from and send to the outside world communications only during the Festival of the Weeping Soul, an annual event occurring in the fifth week following Easter Sunday.


The Foundation was founded 10 years ago with 10 members when 50 acres of the Euphorian high desert was donated by Zoe Zipp.  Since then, it has grown to 30 members and they have made the desert bloom.  They built a wondrous mansion and transformed scrub into productive farmland and beautiful parkland.


The Foundation believes that an individual attains enlightenment not only through prayer but also through artistic efforts.  Hence, each member of the Foundation spends three hours each day in artistic creation.  Most of the income of the Foundation comes from the sale of what its members produce during the Festival of the Weeping Soul.  The prices for the goods sold during the Festival are set by the Foundation's Abbot.


Sister Sal, one of the Foundation's original members, found her vocation in weaving.  For three hours each day, she weaves sweaters.


During the fifth Festival of the Weeping Soul, Milty Merchant bought every sweater Sister Sal had made.  He did this also during the sixth and seventh festival.  Sister Sal took pride in Merchant's appreciation of her work and told him during the seventh festival, "All year long, I felt your presence in my weaving.  I knew I was working for you. Although others asked to buy my sweaters, I held them for you."  In fact, Charles Cox had offered to buy all her sweaters and Merchant knew this.  

At the eighth festival, Sister Sal again held her sweaters for Merchant and Merchant again bought all of Sister Sal's sweaters.  In addition, he brought her many skeins of especially fine wool, which he gave her, saying, "I hope you will be inspired to use this wool for your creations."


At the ninth festival, Sister Sal again sold all her sweaters to Merchant, despite other buyers, including Cox, who also wanted to buy all the sweaters.  Because they incorporated the wool he had given her, Merchant asked her to only charge him 70% of the price set by the Abbot for the sweaters.  Merchant knew that the Abbot, not Sal, set the prices.  She responded, "To work with your special wool, I have had to learn new ways of weaving and the Abbot bought me a special loom for your wool's unique needs.  I pray you will find pleasing the works of my hands. And will accept the payment you offer."  

At the ninth festival, once again, Merchant supplied her with many skeins of expensive wool.  When Sister Sal gave the Abbot the money from her sales, he noticed that 30% was missing.  Sister Sal explained what she had done.  The Abbot replied, "I set the prices, not you."


At the tenth festival, Merchant bought none of Sister Sal's sweaters.  Instead, he promised to buy all of Brother Bob's figurines, for a sum of $2000.  This was the set price and Brother Bob delightedly agreed.  Cox attended the tenth festival, but was told “no” by Sister Sal despite offering to buy her entire collection.  Cox left the festival shortly thereafter.  Throughout the Festival, Sister Sal waited for Merchant to come and buy her sweaters.  Sister Sal only learned about Merchant’s offer to Brother Bob on the last day of the Festival.  On that one day, she sold one quarter of the sweaters she had made, equaling a sum of $1500.  She tried to contact Cox, but failed, and is now cloistered and cannot again try.

At the close of the festival, Merchant approached the Abbot and told him that his customers no longer needed sweaters, but needed figurines and told the Abbot that he would buy Brother Bob's figurines only if the price was reduced by an amount equal to 30% of the value of Sister Sal's sweaters.


The Abbot was taken aback.  Merchant told him that he had again brought with him many skeins of expensive wool.  The Abbot asked, "Will you think about selling us this wool if I reduce the price of Bob's figurines by your wool’s value in the sweaters Sister Sal sold at this year’s festival?" "Yes," replied Merchant.   The Abbot replied, “And what about the difference you owe from last year’s festival?”  Merchant walked off in a huff.  

Without the Abbot's knowledge, the Merchant left the Festival with all of Bob's figurines, leaving behind the wool and a check for $200, having deducted from the $2000 an amount equal to 30% of the value of Sister Sal's sweaters. (30% of $6,000 is $1,800)

The day after the festival, you receive a call from the Abbot.  He is unhappy and wants to know what are his options regarding Merchant, the check, and the wool.  He also has another problem he wishes to discuss with you, which he is reluctant to talk about on the phone.  You schedule an appointment.


When you meet the Abbot, he tells you that the Foundation is broke and cannot continue in its present form.  Under the terms of the grant from Zipp, if the Foundation fails, the land returns to Zipp's ownership.  He is heartbroken and is very worried about his members, who for so long have known no home other than the Foundation and are penniless.  

Advise the Abbot.

__________

(end of exam)
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