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1.
Don Dunstan starts a business of selling fridges, stoves and other similar appliances.  Dunstan’s usual customers are businesses who buy the appliances for their coffee rooms.  Dunstan starts the business on January 14 with three fridges already in his possession, namely fridges X, Y and Z.




On January 15, Dunstan gets major funding for the business from Lucky Lenders Limited, a money lending company.  The financing from Lucky takes the form of a line of credit for $20,000 to be secured, according to the written security agreement, by an interest in all of Dunstan’s “present and after acquired inventory”.  Lucky advances $7,000 to Dunstan on January 15 and registers its interest by a financing statement 20 days later.  Lucky makes the following further advances to Dunstan:  $1,000 on February 15, $1,000 on April 15, $1,000 on July 15, $1,000 on September 15, and $1,000 on November 15.




Dunstan’s other major source of funding comes from Perfect and Partners, a manufacturer of stoves.  Perfect agrees to provide financing of stoves to be purchased by Dunstan from Perfect.  As security to ensure that it will be paid for its stoves, Perfect (according to the written security agreement) takes a security interest in “all present and after acquired inventory and equipment”.  Perfect registers a financing statement setting out the above information on May 15.  On May 15 Perfect delivers stove T for which Dunstan owes $500.  Another stove is delivered by Perfect on June 15.  This is stove U and for it Dunstan is indebted for another $500.  Perfect delivers another stove to Dunstan on November 15.  This stove is V and causes Dunstan to be in debt for another $500.  The only repayment made by Dunstan in the period with which we are concerned in this problem is made to Perfect on November 10 and it is in the amount of $600.




On September 20, Dunstan sells fridge U to Northern Navigation Company for $1,400.




Dunstan actually has rented fridge W for his own coffee room from Rugamuffin Rentals Company.  The rental is for a period of 360 days starting on August 1.  Dunstan thinks he will no doubt renew the lease for fridge W next year.  Dunstan pays $20 a month for the use of W and can cancel the lease at any time upon paying a penalty of one month’s additional rent.  Rugamuffin is run by a good friend of the main partner of Perfect.  This good friend has knowledge of Perfect’s security arrangements with Dunstan.




Dunstan obtains stoves B and C from Kitchen Kompany on September 1.  To finance that purchase Dunstan gives Kitchen a chattel mortgage when the stoves are delivered.  The written chattel mortgage covers stoves B and C.  Kitchen immediately registers a financing statement stipulating that its security interest will last for a period of three months (assume this is possible).




Dunstan sells stove C on December 5 to Electric Enterprises Company for $900.




On June 1, Dunstan sells fridge Y to Fridge Factory Company.  As payment, Dunstan gets fridge H, $60.00, and a promise to pay $100.00 in one year.  Fridge H was sold to Fridge Factory in April on a (written) conditional sale basis by Amazon Appliances Company, who, having checked the Registry and delivered fridge H to Fridge Factory, sent out a notice of its conditional sale agreement to another creditor of Fridge Factory, Joshua and Company, who had registered a security interest against Fridge Factory secured by “all fridges” possessed by Fridge Factory.  Amazon then registered its interest against Fridge Factory but somehow left out the last two letters of the word “factory”.  Dunstan did a very quick check of the Registry before taking fridge H and found only Joshua and Company’s name registered against “Fridge Factory”.  Dunstan has an agreement with Joshua and Company to subordinate Joshua and Company’s interest in fridge H to Dunstan’s interest.




On September 1, Dunstan sells fridge H to Martha Murphy.  Martha Murphy is not a business person (the usual type of customer of Dunstan) but rather Martha Murphy is Dunstan’s concert companion.




On October 10 Giuseppe Giorgioni, a friend of Dunstan agrees in writing to finance the purchase by Dunstan of stove Q  The vendor of Q takes Q to Dunstan’s premises on October 11.  On October 12, Giorgioni goes to Dunstan’s premises and takes the stove, with Dunstan’s permission.  Giorgioni intends to keep Q until D either pays Giorgioni back or sells Q.  On December 2, Giorgioni, still unpaid, sends Q to Southern Steamships Company for an inspection to see if Q meets Southern Steamships requirements.




On December 10, Q is still with Southern Steamships Company, who is still undecided about whether to purchase it or not.




IT IS NOW DECEMBER 10, DESCRIBE THE PRIORITIES AS THEY EXIST ON THAT DATE.



In answering this question, assume the following:


    (1)
all dates given are in the same year


    (2)
the B.C. P.P.S.A. is in force during the whole period


    (3)
there are no other creditors or debtors besides those mentioned


    (4)
no security agreement contains a proceeds clause unless the facts specifically indicate otherwise 


    (5)
there are no carrying costs or interest relating to any amount lent or goods sold


    (6)
nothing is repaid unless the facts specifically indicate otherwise.

end of examination

