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the exam in Examplify, and to progress in Examplify until you see the STOP SIGN, where you 
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Examplify and begin typing your exam answers. Students are required to calculate and 
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CONFIDENTIALITY REGULATIONS – READ CAREFULLY 
 

As this exam is being written off-campus and is unsupervised, any communication whatsoever 
(including, but not limited to in person, telephone, email, text, social media, etc.) concerning the 
contents of this examination with anyone (other than the Student Services staff of the Allard 
School of Law) is strictly prohibited. 
 
In the event any information comes to your attention regarding a breach of these regulations (by 
others, or inadvertently by you), please immediately contact Student Academic Services 
(studentservices@allard.ubc.ca) and make full disclosure. 
 
A breach of these regulations may constitute student misconduct, and you may be subject to 
penalty or discipline under the University of British Columbia’s academic misconduct policies. 
 
 
What Do I Do If: 
 
• I cannot access the exam questions on Canvas 

 
If you experience technical difficulties accessing the exam questions on Canvas, email 
studentservices@allard.ubc.ca and the exam questions will be emailed to you. Please provide 
your phone number when emailing Student Services. 
 
• I’m experiencing technical difficulties DURING THE WRITING of the exam 

 
If you experience technical difficulties with Examplify at the very beginning or during an exam, 
you may attempt to solve your problem/reboot your computer BY YOURSELF.  You are 
STRONGLY encouraged to spend NO MORE THAN 5 minutes attempting to do so.  You will 
NOT BE GIVEN ANY EXTRA TIME to complete the exam.  If your attempt to solve the 
problem is unsuccessful, or if you choose not to make such an attempt, you MUST 
immediately begin hand-writing your exam answers with pen on lined paper.  You may NOT 
type your exam answer in word-processing software. 
 
When you have finished writing the exam, you must upload the exam answers that you 
completed in Examplify (if you are prompted for a Resume Code, it is on the coversheet of the 
exam questions).  Email Bernie Flinn, flinn@allard.ubc.ca, for help with this.  Please provide 
your phone number in the email.  Bernie or another IT Support staff person will then help you to 
upload any answers that you typed in Examplify. 
 
You must also upload to Canvas your hand-written exam answers into the “Exam Answer File 
Upload (Word Processor or Hand-written ONLY)” folder.  Scan or take a picture of each page 
(.jpg) of your exam and put them into one folder to upload. 
 
Your answer file should be named, and the coversheet of your answers should be titled with:  

Your Exam Code, Course Number, Name of Course, and Instructor Name 
 i.e., 9999 LAW 100.001 Law of Exam Taking – Galileo 
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• I’m experiencing technical difficulties EXITING and UPLOADING the exam 
 
If you experience any difficulty exiting and uploading your Examplify exam answers, you must 
wait until the allocated time period specified on the coversheet of the exam has ended, then 
email Bernie Flinn, flinn@allard.ubc.ca, and he or another IT Support staff person will help you 
to upload your Examplify exam file.  Please provide your phone number in the email. 
 
If you have approved accommodations to type your answers using Word Processing Software, 
and experience difficulties uploading your exam answer file to Canvas, email your exam answer 
file to studentservices@allard.ubc.ca. 
 
• I fall ill in the middle of an exam, or am otherwise interrupted such that I’m unable to 

continue writing my exam 
 
Please stop writing, note the time that you stopped, and email studentservices@allard.ubc.ca 
immediately to notify them and discuss options. Please provide your phone number when 
emailing Student Services.  
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PART 1 
MARKS 40 
 
Answer the following questions in approximately three sentences or less. Each question is worth 
two marks. 

1. Provide an example of how transactional attorneys can add value for their clients. 

2. What are the two types of agency costs? 

3. Canadair Inc., a publicly-traded federal corporation, and TransPacific Inc., a competing 
publicly-traded federal corporation, announce an arrangement transaction whereby 
Canadair Inc. will acquire 100% of the stock of TransPacific Inc. in exchange for $20 
cash per share. According to the terms of the Arrangement Agreement, the transaction 
will close once all necessary regulatory approvals have been obtained. Prior to the 
announcement of the transaction, TransPacific Inc. was trading at five dollars per share. 
Following the announcement, TransPacific Inc. is now trading at nine dollars per share. 
How likely is it do you think the transaction will close? Please give a precise estimate. 

4. Briefly describe the difference between “firm-specific” and “systematic” risk. 

5. Imagine the risk-free interest rate is 0.6% and the total stock market return is 31.29%. 
Infosec, Inc., a publicly-traded Delaware corporation, has a beta of 0.89. What is the 
return on Infosec, Inc. stock? 

6. Charles purchases a SAFE in Fintech Inc., an Ontario corporation. Assume the 
purchase amount is $100,000, the valuation cap is $4 million and the discount rate is 
80%. Assume also that the corporation capitalization is one million shares. If the price 
per share in Fintech Inc.’s Series A financing is $4.10 per share, how many shares will 
Charles receive under the SAFE? 

7. Provide three economic motivations for acquiring a company in a leveraged buyout (as 
opposed to an unleveraged transaction). 

8. In an asset purchase, may the buyer exclude a collective bargaining agreement from the 
liabilities to be transferred by the seller? 

9. What are vesting stock options? 

10. What is the economic purpose of drag-along rights? 
 
11. Global Computing Devices Inc., an Ontario corporation, has two primary businesses: a 

computer hardware and software business (approximately 70% of the company) and an 
information-technology consulting business (approximately 30% of the company). Global 
Computing Devices Inc. is selling its computer hardware and software business to 
Legend Holdings Limited, a Chinese buyer, in an asset purchase transaction. Global 
Computing Devices Inc. has three classes of shares: Class A voting common shares; 
Class B non-voting common shares; and Class C preferred shares. What specific 
shareholder approvals must Global Computing Devices Inc. obtain to approve the sale? 
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12. Gold Mines Inc. and Copper Mines Inc. (both federal corporations) are amalgamating. 
Copper Mines Inc. has Class A voting common shares and Class B non-voting common 
shares outstanding. Gold Mines Inc. has Class A voting common shares and Class B 
non-voting subordinate shares outstanding. Pursuant to the Amalgamation Agreement, 
Copper Mines Inc.’s Class A shares and Class B shares will be exchanged for newly 
authorized and issued Class A shares of Gold Mines Inc. The existing Class A shares 
and Class B shares of Gold Mines Inc. will be otherwise unaffected. What specific 
shareholder approvals must the corporations obtain to approve the amalgamation 
(assume both corporations’ articles of incorporation are silent as to amalgamations)? 

13. Northern Cannabis Inc. and Prairie Cannabis Inc. (both publicly-traded Alberta 
corporations) are amalgamating under a plan of arrangement. Pursuant to the plan of 
arrangement, Prairie Cannabis Inc.’s shares will be exchanged for newly issued shares 
of Northern Cannabis Inc. (whose shares will be otherwise unaffected). Prairie Cannabis 
Inc.’s outstanding bonds will be forced to take a 20% discount to their principal amount. 
Northern Cannabis Inc.’s outstanding bonds will not take a discount, but are expected to 
decline in market value. Pursuant to the interim order, the shareholders of both 
corporations must approve the transaction by a 2/3 vote. The bondholders of both 
corporations sue to enjoin the transaction, claiming that they should also be allowed to 
vote. Do the bondholders of either corporation have a valid claim? 

14. Under the Investment Canada Act, what is the (approximate) threshold of review for 
purchases by private parties from World Trade Organization member countries? 

15. In a purchase agreement, is it market for the seller’s compliance with law representation 
to include a knowledge qualifier? 

16. Why might a buyer choose not to seek a “pro-sandbagging” provision? 

17. What is the generally permissible range of breakup fees? 

18. What is the economic purpose of an earnout provision? 

19. In the context of a tender offer, what is a lockup agreement? 

20. What is the difference between a “strategic” and a “tactical” poison pill?  
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PART 2 
MARKS 60 

Answer the following questions. To the extent relevant, consider business as well as legal 
issues. Each question (1., 2., and 3.) is worth 20 marks. 

1. Cascadian Timber Inc., a privately-held federal corporation, seeks to acquire all of the 
stock of Vancouver Timber Inc., a privately-held British Columbia company, in a stock 
purchase transaction for a total purchase price of $60 million (implying an EBITDA 
multiple of 9). Buyer’s counsel prepares a stock purchase agreement including, inter 
alia, the following provisions: 

(A) full disclosure representation; 

(B) no undisclosed liabilities representation; 

(C) 24 month survival period for standard representations and warranties; 

(D) closing condition that the sellers’ representations must be true and correct “in all 
material respects”; 

(E) $300,000 tipping basket; 

(F) $30 million cap; 

(G) $3 million escrow. 

i) Imagine you represent Vancouver Timber Inc. and its controlling 
shareholders. How would you respond to these proposed terms? 

ii) Now switch roles and imagine you represent Cascadian Timber Inc. How 
would you respond to the answer you just gave above? 

iii) How and why would your answers change if the purchase price was $40 
million (implying an EBITDA multiple of 6)? 

2. Nile, Inc., a publicly-traded online retail and logistics corporation (the “Purchaser”), seeks 
to acquire Backbone, Inc. a publicly-traded fiberoptic communication corporation (the 
“Corporation”), in a friendly transaction valued at $1.6 billion. Legal counsel to the 
Purchaser drafts the initial purchase agreement, which includes the following definition 
of “Material Adverse Effect”: 
 
“Material Adverse Effect” means any change, event, occurrence, effect, state of facts, 
and/or circumstance that, individually or in the aggregate with other such changes, 
events, occurrences, effects, states of facts, or circumstances is or could potentially be 
material and adverse to the business, operations, results of operations, assets, 
properties, financial condition, liabilities (contingent or otherwise), or reputation of the 
Corporation and its Subsidiaries, taken as a whole, or any change, event, occurrence, 
effect, state of facts, and/or circumstance that would reasonably prevent the Corporation 
or the Purchaser from performing its obligations under this Agreement and 
consummating the Transaction; provided, however, that any such change, event, 
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occurrence, effect, state of facts, or circumstance resulting from or arising in connection 
with the following shall not be a Material Adverse Effect: 
 
(A) changes, events, or occurrences in general economic, political, or financial 

conditions in any jurisdiction in which the Corporation or its Subsidiaries operate; 

(B) any change in Law, GAAP, or changes in regulatory accounting or tax 
requirements, or in the interpretation, application, or non-application of the 
foregoing by any Governmental Entity; 

(C) any natural disasters, acts of war, uprisings, riots, civil unrest, or acts of terrorism 
or sabotage; 

(D) any action taken (or omitted to be taken) by the Corporation or any of its 
Subsidiaries to the extent required by this Agreement; 

(E) any change in the market price or trading volume of the Shares (it being 
understood that the causes underlying such change in market price or trading 
volume may, to the extent not otherwise excluded from the definition of Material 
Adverse Effect, be taken into account in determining whether a Material Adverse 
Effect has occurred); or 

(F) the execution, announcement, performance, or consummation of this Agreement 
or the Transaction, including any loss or threatened loss of, or adverse change or 
threatened adverse change in, the relationship of the Corporation or any of its 
Subsidiaries with any Governmental Entity or any of its or their current or 
prospective employees, customers, securityholders, financing sources, vendors, 
distributors, suppliers, partners, licensors, or lessors. 

i) Imagine you represent the Corporation. How would you respond to this 
proposed definition? 

ii) Now switch roles and imagine you represent the Purchaser. How would 
you respond to the answer you just gave above? 

iii) In a typical purchase agreement, in which provisions does the defined 
term Material Adverse Effect appear and how/why does it matter? 

3. Bytecoin Inc., a publicly-traded Ontario corporation (“Bytecoin”), seeks to acquire 
Cryptowallet Inc., a publicly-traded British Columbia company (“Cryptowallet”). Bytecoin 
believes there are significant synergies between its cryptocurrency trading platform and 
Cryptowallet’s security services. Cryptowallet’s management refuses to entertain 
purchase negotiations, however, despite Bytecoin’s stated willingness to offer a very 
high premium. 
 
Assume Cryptowallet has a single class of common stock. Without disclosing its equity 
position, Bytecoin slowly acquires 15% of Cryptowallet’s shares on the open market at 
an average price of eight dollars per share. Bytecoin then launches a hostile take-over 
bid for 40% of Cryptowallet’s outstanding common stock (other than the common stock 
held by Bytecoin) at a price of nine dollars per share, with the exception that Bytecoin 
will not purchase any common stock held by Cryptowallet’s managers. The take-over bid 
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will be held open for 120 days and will provide a 5-day extension period for any non-
tendering shareholders to change their decision and tender. No shareholders who tender 
during the 120-day period will be allowed to withdraw their tendered shares during the 5-
day extension period, however. Assume that Bytecoin and Cryptowallet satisfy their 
respective circular requirements (with Cryptowallet’s board of directors recommending 
that shareholders do not tender their shares). 
 
Shareholders holding 60% of Cryptowallet’s shares (other than the shares held by 
Bytecoin) tender into the bid, and Bytecoin purchases 40% of the tendered shares. 
While the bid is open, Bytecoin purchases an additional two percent of Cryptowallet’s 
shares on the open market at a price of eight dollars per share (Bytecoin issues a series 
of press releases disclosing these market purchases). Five days after the bid closes, 
Bytecoin enters into a private agreement with an institutional investor in Cryptowallet to 
purchase an additional four percent of Cryptowallet’s shares at a price of ten dollars per 
share (Bytecoin also issues a press release disclosing this transaction). 
 
Cryptowallet’s management is livid and requests that the British Columbia Securities 
Commission issue a cease trade order enjoining the entire take-over bid. Will the British 
Columbia Securities Commission grant a cease trade order? Discuss any potential 
problems with Bytecoin’s bid. 

 
 
 
 
 
 
 

END OF EXAMINATION 
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