CASE ANALYSIS #2:


Johnny Davis’s lifelong dream was to start his own business.  After years of planning and saving money, he decided to open a sushi restaurant in downtown Portland, OR.  In January, Johnny set up his business as an S-Corp. so that he could reap the benefits of flow-through taxation.  He took bank loans and used his savings to get his business off the ground.


Money, of course, was tight at first, and Johnny paid himself a very small salary and occasionally had troubles paying his bills on time.  On a few occasions, Johnny would purchase supplies on his personal credit card without submitting the bill to the restaurant.  Johnny didn’t really worry about getting paid back though, because he used his delivery truck as his main transportation and charged the gas on the company credit card, and occasionally would .bring supplies home from the restaurant to cook his meals at home.

However, after 6 months of operations, business was steady, and things looked bright.  In June he had a particularly good month, so he decided to give himself a small bonus:  $2000 to pay the mortgage on his house.

In Johnny’s 7th month of operation, Annie, a regular patron at his restaurant, got sick after eating there.  She was rushed to the hospital and the doctors diagnosed her with food poisoning, from bad fish.  Annie sues the restaurant and Johnny personally for $10,000.  What arguments would Johnny’s lawyer make to have the suit dismissed against Johnny personally?  What would Annie’s lawyer argue?  How would a court likely rule?

NOTE:  Please assume that Annie really did get sick from bad fish (e.g., don’t argue that she got sick from someone else’s food!)

