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Chapter 14—Agency

14.1 Describe the agency relationship and how it is created.

14.2 What are the duties, rights, and obligations of (a) an agent? (b) a principal?

14.3 Distinguish between agency, on the one hand, and employer and employee (or master and servant) on the other.

14.4 Explain the differences between an agent and an independent contractor.

14.5 Distinguish between an “agent” and a “trustee.”

14.6 Distinguish between the rights and duties of (a) a general agent and (b) a special agent. Illustrate both types of agency.

14.7 What are implied powers in connection with an agency? Illustrate.

14.8 List several purposes for which an agency may be created.

14.9 When and how may an agency be terminated? Give illustrations.

14.10 May an employer discharge her employee when she wishes to do so? May a principal do likewise with his agent?

14.11 Does an agent have authority to use his own discretion?

14.12 Can a servant or employee make contracts on behalf of her employer?

14.13 Can a person be an employee and at the same time be appointed to act as agent?

14.14 How may one determine whether a given person acting for another is an employee, agent, or independent contractor?

14.15 In the usual case, who has more discretionary powers, an agent or a trustee?

14.16 Can an agency be created by implication as well as by express contract? Explain.

14.17 Must an agency always be created by means of a writing? Elaborate.

14.18 Explain and illustrate how an agency may be established through estoppel.

14.19 An agent does something beyond her authority. Does the principal have the power to ratify the unauthorized action? If so, what would be the effect of ratification?

14.20 Distinguish between the principal’s being bound by estoppel and his being bound by ratification.

14.21 Explain and illustrate “agency of necessity.”

14.22 Is the principal as much bound by acts of a general agent as he is by those of a special agent?

14.23 Under what conditions may an agency be irrevocable?

14.24 Whipple is an engineer in private practice. She appoints Monroe to act as her agent in securing business. Does Whipple have this right? Can Monroe properly hire Appleton to assist? May Monroe appoint Appleton to represent Whipple as Monroe’s agent? As Whipple’s agent? Explain.

14.25 A is an agent for B, a realtor. A agrees to sell C’s house but, unknown to B, for a

“bargain-rate” commission of $4,000. After the house is sold, B demands that C pay the standard commission—$5,000. Must C pay the extra $1,000? Give reasons.
14.26 Perkins, an agent for Quade, agreed that her principal would design a large store for Dunford for the sum of $2,000. It soon became obvious that the job could not be done properly for anything like this figure. Is Quade bound by the arrangement made for her by Perkins? Explain.

14.27 If Carter has some very hazardous blasting to do, can she, by letting a contract for this work to Dawson, shift to the contractor all responsibility for possible damages to persons and property? Explain fully.

14.28 Suppose the agent, exceeding his authority, has made certain contracts on behalf of the principal, which the principal declines to accept. Does the third party have any recourse against (a) the principal, (b) the agent?

14.29 Blodgett is on a trip for her principal, Franklin. Just before Blodgett, as agent, signs an agreement with Gordon regarding the purchase of 20,000 tons of coal,

Franklin dies. What is the legal situation; that is, is there a binding contract?

14.30 If an agent quits without cause and before expiration of the contract of agency, can the principal (a) compel specific performance, (b) collect damages?

Chapter 15—Partnerships

15.1 What are the fundamental rights and privileges and the potential liability of ordinary partners?

15.2 Explain the difference between a general partnership and a partnership. Illustrate.

15.3 What are the rights and obligations of an underage partner?

15.4 Are partnerships subject to the same governmental supervision as corporations?

15.5 How can the existence of a true partnership arrangement be proved or disproved?

15.6 List the several points that should be covered in the average partnership agreement.

15.7 What is the usual procedure for bringing new partners into a firm?

15.8 How and for what reasons may a partnership be terminated?

15.9 If a partnership is liquidated, how are its assets disposed of? What are the respective priorities of creditors of the firm and of creditors of an individual partner?

15.10 What are the powers, rights, and liabilities of (a) a general partner? (b) a limited partner? (c) a subpartner?

15.11 When several persons are contemplating formation of a partnership, how important is it for each to consider the character and personality of his or her prospective associates?

15.12 If one has entered into a partnership, is he bound by the acts of his copartners?

15.13 What is the purpose of the Uniform Partnership Act?

15.14 Is a partner an agent for her copartners?

15.15 Why is it desirable to have written articles of partnership?

15.16 What is the procedure in connection with a partner’s retirement?

15.17 What is a subpartner, and what in general are the rights and obligations that go along with that role?

15.18 What are the advantages of a limited liability partnership? How does one differ from a limited partnership?

15.19 Black, Brown, and White were partners and carried on a small business manufacturing precast-concrete products, cinder blocks, and such. Black, without the knowledge of her partners, agreed to sell the business to Gray. Can Brown and White block the sale? Explain. If Black’s deal were to sell Gray $10,000 worth of blocks for $8,000, what could Brown and White do about the matter?

15.20 The partnership of Duncan, Howard, and Kearny was in debt for $100,000. What courses of action could the creditors pursue? With firm assets insufficient, can individual assets of the several partners be moved against?

15.21 A, B, and C formed a partnership to conduct certain business for 5 years. What steps, if any, are necessary to continue the relationship beyond the period originally stipulated?

Chapter 16—Corporations

16.1 What are (a) the distinctive features of the corporate form of business organization? (b) its advantages? (c) its powers?

16.2 How and by whom is a corporation (a) authorized? (b) organized? (c) controlled?

16.3 Who “owns” the corporation? Who runs it?

16.4 What is a corporate charter? What is its function? When may a corporation be “defective”?

16.5 How can the ownership of a corporation be revised? How can its management personnel be changed?

16.6 What is a “proxy”? How does it operate?

16.7 How does a public corporation differ from other business corporations? Illustrate.

16.8 What is a subsidiary corporation? May this type of organization prove more advantageous than having a branch of the parent organization? Explain.

16.9 How can a corporation be dissolved? Can it be reorganized?

16.10 If a corporation is chartered in New York, can it do business in New Jersey?

16.11 Differentiate between a de jure corporation and a de facto corporation.

16.12 What is meant by foreign corporation?

16.13 Explain the income tax status of a corporation and of its stockholders.

16.14 Can a corporation be sued (a) by an outsider? (b) by one of its stockholders?

16.15 How can a corporation borrow money? On what security?

16.16 Discuss the ultra vires concept as it relates to corporate affairs.

16.17 Can ultra vires actions be ratifi ed? By whom?

16.18 Can a corporation increase the number of shares above that authorized by its charter? If so, how?

16.19 Does a corporation pay dividends out of earnings or out of surplus?

16.20 Define directors of a corporation. What are their duties, fees, powers, and responsibilities?

16.21 What are the duties and powers of the officers of a corporation?

16.22 What rights does a common stockholder have? What is cumulative voting?

16.23 May a director also be a stockholder of the corporation? Discuss.

16.24 May professionals incorporate?

16.25 What benefits may accrue from professional incorporation? What detriments?

16.26 Discuss the rights and privileges of bondholders of a corporation.

16.27 May a corporation be convicted of a criminal offense?

16.28 A corporation decided to go out of business. After paying off its creditors and bondholders, the firm still had assets totaling $2 million. There were 10,000 shares of preferred stock of $50 par value and 50,000 shares of common stock (no par value) outstanding. How much per share will each common stockholder receive as a liquidating payment?

16.29 The directors of a corporation voted to buy all its steel for a given year from the

XYZ Steel Company. Can the stockholders do anything to reverse the decision?

If the directors voted to sell the business outright, would the stockholders have any voice in the matter? Explain.

16.30 The XYZ Corporation went into bankruptcy. Jones owned 100 shares of the firm’s common stock. Can the corporation creditors collect anything from Jones? Explain.

16.31 Smith owned 100 shares of General Motors Corporation common stock. What effect would Smith’s death have upon (a) operation of the corporation and (b) the shares outstanding in the decedent’s name?

16.32 Corporation A was chartered for the sole purpose of operating a fleet of oil tankers. Without charter amendment, can it legitimately go into the business of building tankers?

16.33 The president of ABC Corporation died. Must the corporation be reorganized and, if so, what steps are necessary?

Chapter 17—Insurance

17.1 Differentiate between insurance contracts and bonds.

17.2 Explain the general nature of insurance.

17.3 How does the law of averages enter the picture in the case of insurance?

17.4 Define “insurable interest.”

17.5 Explain how an insurance policy is a contract.

17.6 Discuss regulation of insurance by government.

17.7 Explain the basic difference between life insurance and property insurance.

17.8 Define and illustrate annuities (fixed and variable).

17.9 Define and illustrate accident and sickness insurance.

17.10 Discuss insurance against legal liability.

17.11 What is subrogation?

17.12 What is worker’s compensation insurance and how does it function?

17.13 What is meant by “reinsurance”? When may it be utilized?

17.14 Discuss professional liability insurance for an architect or engineer. What may be protected? What might be excluded?

17.15 What might be the claimed effect of lack of conservatism in a design for a structure?

17.16 In liability insurance, what is meant by “accident”?

17.17 Discuss accident to a person versus damage to a structure as far as insurance is concerned.

17.18 Describe “owners’ protective liability insurance” and what it might cover.

17.19 Describe “contractors’ liability insurance” and what it might cover.

17.20 Illustrate damages to a structure that might not be termed an “accident.”

17.21 Define and illustrate “builders’ risk policy.”

Chapter 18—Bonds and Suretyship

18.1 Define and illustrate “fidelity bonds.”

18.2 Define and illustrate “surety bonds.”

18.3 What is the difference between common law bonds and statutory bonds?

18.4 In connection with bonds, define “obligee,” “principal,” and “surety.”

18.5 Define and illustrate “contract bonds.”

18.6 What types of surety bonds are in common use in the construction industry?

18.7 Explain the function of a bid bond. Illustrate.

18.8 How is the size of a bid bond determined? When does it cease to be effective?

18.9 A contract required submission of a bid bond for $10,000 for each proposal.

The lowest bid was $500,000 and was made by Morse. The next lowest bid was

$520,000 and was made by Whipple. Morse later refused to sign the contract.

The owner then accepted Whipple’s proposal and awarded the contract to Whipple.

(a) What is the obligation of Morse’s surety? (b) What does the owner gain or lose? Explain.

18.10 Explain the function of a performance bond. Whom is it designed to protect?

18.11 Who usually determines the size of a performance bond? On what do they base this determination?

18.12 Does a performance bond guarantee personal performance by the contractor? Explain.

18.13 Why should the surety have the right to object if major revisions of the contract are made?

18.14 What happens to the performance bond when the contract has been completed satisfactorily?

18.15 Should a performance bond be oral or written? Why?

18.16 Should a performance bond be made to cover 100 percent of the contract price?

Can it do so? 18.17 A clause stating that the contractor is to furnish a performance bond for $50,000 specifies the required surety by name. Is this customary? Why? Should the owner have the right to approve or reject the surety?

18.18 A contractor furnished a performance bond having a face value of $100,000.

The contract price was a lump sum of $1 million. The contractor had completed over 60 percent of the work and had been paid $540,000 by the owner. Then the contractor defaulted, leaving unpaid bills of $100,000. The owner had withheld $60,000 of partial payments due the contractor for work done prior to the default. The owner engaged another contractor to finish the job for $475,000. Does the surety for the performance and payment bonds have to pay? If so, how much? Explain.

18.19 When and why might the engineer require multiple sureties?

18.20 Who ultimately pays the fee for a surety bond? Explain.

18.21 Kiley performed part of the work required by his contract with Daniels, then defaulted. Kiley’s work was, in part, very unsatisfactory. By agreement with the surety, Daniels had another contractor finish the job for $15,000 additional cost, and she also had this contractor replace Kiley’s defective work for $8,000. The face value of the performance bond was $25,000, and it promised “satisfactory performance by the principal.” Daniels presented the surety with a bill for $23,000. Can Daniels collect this sum? Explain.

18.22 Is the owner expected to obtain a profit by resorting to a performance bond? Why?

18.23 If the contract calls for multiple sureties, can one surety take over the complete obligation?

18.24 Does the surety take over when the contractors get into difficulties or only when they quit?

18.25 A surety posted a performance bond for $30,000 for a contractor who was to strengthen and repave an old bridge. A hurricane and flood carried away the bridge a week after the contractor started work. What do you think is the obligation of the surety? Explain.

18.26 If the lowest responsible bidder refuses to sign the contract and furnished a bid bond of $10,000 with her bid of $102,000 on the job, and if the lowest bid was $105,000, what must the first bidder’s surety pay?

18.27 What happens to the performance bond if the owner cancels the contract?

18.28 Under what conditions may a surety be released?

18.29 What is a labor and materials bond? How does it function in a construction contract?

18.30 Define and illustrate a “maintenance bond.”
Chapter 19—Federal Statutes and Regulations
19.1 What is the primary source of congressional power in the U.S. Constitution? Discuss its scope.

19.2 Is Congress’s power subject to any limits? If so, discuss them.

19.3 Discuss the relationship between federal and state law.

19.4 What aspects of labor relations are governed by federal statute? Does the National Labor Relations Act cover engineers? Architects? What about the Fair Labor Standards Act?

19.5 What are the functions of labor unions and the National Labor Relations Board?

19.6 Give an example of an unfair labor practice.

19.7 Discuss whether OSHA might be improved through the use of performance standards. Does OSHA treat willful violations differently?

19.8 Is there any circumstance in which an employer may legally refuse to hire or terminate a potential employee because she is a female over or under a certain age?

19.9 How does federal law protect against sexual harassment?

19.10 What concerns or opportunities may arise for design professionals as a result of the Americans with Disabilities Act?

