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BUSINESS LAW AND PRACTICE (BMLW5005)
MOCK EXAM PAPER

You are working as a Trainee Solicitor in the company commercial department of Trinity Solicitors, a three partner firm based in Swansea.  The firm is authorised by the Solicitors’ Regulation Authority.

Task 1		                                                
Your principal, Geoff Day, acts for Dave Rogers, a self-employed fashion designer. Dave is proposing to go into partnership with two of his key employees, Sue Golland, and Ray Sewell.  Sue and Ray are consulting their own solicitors. Your principal hands you the file which contains a file note of instructions he obtained from Dave Rogers (see DOCUMENT 1 attached).

Question 1 

Read DOCUMENT 1 attached and advise whether the terms outlined in DOCUMENT 1 should be embodied in an express agreement and indicate what the default position would be in the absence of an express agreement.  In your answer you should refer to any precise statutory authorities in support of your conclusions.	

										(10 marks)
After trading successfully in partnership for a while, the partners are advised by their accountants to incorporate the business.  The partners have decided to call the company ‘Innovative Fashion Limited’ (IFL) and they will buy and adapt a ready-made company. Dave Rogers will be chairman of the board and a 50% shareholder.  Sue Golland will be a director and 20% shareholder.  Ray Sewell will be a director and 30% shareholder.  All the directors will have service contracts of 3 years. 
The partnership business was valued at £100,000 when it was formed and a partnership deed was executed by the partners embodying the terms set out in DOCUMENT 1. No money has been spent on improvements.  
After trading as a limited company for some time, Dave consults you again for your advice on the following matter. He is proposing to buy from IFL a 1 year old Mercedes sports convertible company car for the sum of £14,000. The value of the Mercedes is £40,000. Dave would like advice from Trinity Solicitors on this proposal. 

Question 2

Advise on any potential legal consequences which may arise in the future if the directors proceed with the proposal to transfer the Mercedes sports convertible car to Dave for £14,000. Cite any precise statutory authorities in support of your advice.
										(14 marks)

Dave is left an inheritance on the death of a distant relative and he decides to invest it in the company. It is proposed that in return for £25,000, the Company will allot to him 25,000 £1 ordinary shares. 

Question 3
In order to lawfully implement the proposal to buy the shares in accordance with statute and the Company’s Articles of Association identify:
4.1 The resolutions that will be required to be passed at Board   	level

4.2 The resolutions (if any) that would have been required to be 
	passed by the members and, where appropriate, explain the 
	effect of a failure to put this resolution to the members

4.3 Any additional documents that would be required to be filed 
	at Companies House

4.4 Which provisions of the Companies Act 2006 the Company 
	must comply with in terms of its internal records

(Note: you are not required to draft the resolutions. Further, in answering this question you need to give specific statutory or other authorities in support of your reasons and time limits but you are not required to detail the procedure).
(13 marks)

Task 2
You and your Principal are due to meet an established client, Kenneth Li, tomorrow.  Kenneth has been approached by Ruby Chan, the Managing Director of Top Wok Restaurants Limited (TWR), a company running a chain of Chinese restaurants. 
TWR's present Finance Director, Tim Wo, is about to retire and Ruby wants Kenneth to become the new Finance Director. It is also proposed that Kenneth will pay £250,000 in return for 250 shares in TWR.
In preparation for the meeting with Kenneth you have obtained TWR's Articles of Association and have established that they are in the form of the Model Articles of Association (MAA). You have also carried out a company search (DOCUMENT 3).
The following proposals have been discussed between Ruby and Kenneth:

· Tim to resign his positions as a Director and Company Secretary
· Kenneth to be appointed as Finance Director
· Kenneth to be appointed as the new Company Secretary  
· Kenneth to buy Tim's shareholding of 250 shares in TWR for £250,000

Question 4
On the assumption that the above proposals are implemented, and in the light of TWR's Articles of Association and the information revealed by the company search report (DOCUMENT 3), assess Kenneth’s potential positions at board and shareholder levels.  Analyse his voting strength and consequent power within the company (including the ability to pass or block all types of resolutions) and the security of all his proposed positions in TWR.

										(20 marks)
Sometime later, after Kenneth joins TWR, you are asked to represent the company. One of its creditors, Oriental Food Wholesale Limited (OFWL), is chasing for payment of some large outstanding invoices. As TWL is selling a property that it owns and will receive the sale price for that property soon, Kenneth asks your supervising partner to send a letter to OFWL. The letter is to say that your firm will pay the debt from money held on behalf of TWR. Kenneth says that he will deposit funds into client account from the proceeds of the sale and an additional £15,000 cash that he will deposit with you tomorrow.
Question 5							

What issues should the partner consider before following this request for the letter?

(8 marks)

DOCUMENT 1 
(required for Task 1)
File note of instructions obtained from Dave Rogers
1.	Dave Rogers will inject a cash sum of £50,000 as capital.
2.	Sue Golland will inject a cash sum of £20,000 as capital. Sue will also advance a further sum of £30,000 as a 7 year loan at an annual interest rate of 1% above the base rate of Barclays Bank PLC.
3.	Ray Sewell will inject a cash sum of £30,000 as capital.
4. 	Interest to be paid on all capital contributions at 5% per annum.
5.	Dave Rogers will be paid a salary of £10,000 per annum and Sue Golland a salary of £7,000, to reflect the fact they will work full time in the business.
6.  	Ray Sewell will work only 16 hours per week in the business as he is employed as a part time lecturer at Loughborough College.
7. 	Income and capital profits and losses to be split as follows:
	Dave Rogers 50%
	Sue Golland 30%
	Ray Sewell 20%.
8.    When any partner retires or leaves the partnership his share in the capital, accrued profits, work in progress, and goodwill to be valued and the other partners to have the option to purchase his share in the partnership by monthly instalments over a period of 2 years together with interest at 5% per annum. 
9. 	Dave is concerned that Sue Golland has suffered from chronic fatigue syndrome in the past. Two years ago she was unable to work for 4 months.  Although Sue is telling everyone she has made a complete recovery from her illness, Dave has his concerns and he would not wish Sue to remain in the partnership if she is unable to work for more than 2 months in any year.


Document 2 
(required for Task 2) 
COMPANY SEARCH REPORT
Name of Company:               	Top Wok Restaurants Limited
Date of Incorporation:             	3rd March 2014
Share Capital: 				1,000

Directors:
1.	Ruby Chan (Chairman of Board) of 17 Han Street, Leicester LE1 8JK.
2.	Jason Chan of 17 Han Street, Leicester, LE1 8JK.
3.	Tim Wo of 13 Convee Road, Leicester LE2 7FD.

Company Secretary:   		   Tim Wo

Shareholders:		 	   No of Shares held:
1.  Mrs Ruby Chan				749
2.  Mr Jason Chan				    1
3.  Mr Tim Wo 					250
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