     

Task 1
Question 1

Trainee MD R Ahmed at Trinity Solicitors. 
To: Supervisor
Date:       18th July 2022
Client:     James, James, and Maddox
Matter:    New Partnership 
Telephone conversation with existing client Diane James (DJ). 
                                                                                                                               
As the business growing well, and DJ looking for the new partners. In meanwhile, they have found her daughter, Julie James (JJ) and Mary Maddox (MM) who is a qualified for these types of business, and she would fil well into the business.
Our Advice to on the above matter: In order to join a new partnership agreement, the client need to consider the matter below:
· DJ told me that the following terms have been agreed by all of them;
· The firm should regulated by the SRA.
· Julie and Maddox are consulting their own solicitors.
· The partnerships will be for a fixed term of 5 years.
· All the partners have not decided the company name yet.
· As she said that, there is no writer partnership agreement they could bring defaults position partnership act.
· They do not want to written agreement in order to save the legal cost.
· She could get liable for the partner loss previously had.
· S-24 default position, and 50% share profits will be lost if she DJ does not take the dividend from the business.
· DJ currently sole trader and she want to expand the business with her daughter, JJ and MM.
· The section 24 default position will apply so there is no sensible time period.
· If is it going to be fix term than the section 24 provides the equal shares. 
· Finance position of the business to add her into the business not clear.
· Best to have express written partnership for certainty and to prevent default rules under Partnership Act applying.				      
· Advisable to clarify capital contributions and entitlement of all partners     expressly for certainty.							                 
· Default rule in section 24(1) equal entitlement easily displaced by implied agreement where unequal contribution in any event.			       
· MM’s advance interest rate of 1% above base should be expressly stated.      Default rule in absence of express /implied agreement s24(3) - 5%. Needs to be clearly displaced.							     
· Interest on capital should be stated at 5%.					  Otherwise, danger of default rule 24(4) - no interest.				     
· Salaries need to be expressly stated in agreement.				     Otherwise, danger of default rule applying 24(6).				     
· Hours for working in partnership should be expressly specified in partnership deed. Partnership Act is silent on hours therefore no default rules.		  	 
· Income and capital Profits-evidence needed of express agreement in written partnership agreement - to avoid possibility of default rule applying 24(1)	.				      
· Option to buy out share on retirement must be expressly provided. PA is silent on this and only provides for dissolution.			       	
· Need express expulsion clause in agreement.                                                  Otherwise, other partners cannot expel s25.					           Expulsion clause needs to set out reasons for expulsion covering incapacity to work through illness. 	
However, the general partnership between Diane, Julie J and M Maddox can be formal wherever task is shared and written in the form of contract. The liability of partners for the debt and liabilities of the firm is governed by the law of agency as applied by s5 Partnership Act 1890(PA 1890). The provision of s5 PA 1890 provides that in order for a partner to bind a firm when it engaged in a transaction, the partner must be acting within authority. 

[bookmark: _Hlk99703448]To ascertain the liability of the partnership, the “Music memorabilia” in respect of the outstanding account, the following key elements under the PA 1890 liability needs to be established:
Outstanding account in terms of liability based on past and present partners refers to the amount owed by partners regarding debt which charges interest. Past and present partners play the important role in the outstanding business. 
· For this, liability can be termed as general or limited partnership liability. General partnership refers to the most common type of business cooperation based on the outstanding business. 
· It does not require the business entity of past and present partners. Generally, present, and past partners regrading outstanding business can immediately produce the partnership after announcing the agreement of partnership of any sort of business.
·  Meanwhile, the profit of a company and ownership are shared among the other past partners involved in the business.  Thus, the present and past partners set various liabilities that are based on their personal obligations and responsibilities. 

The authority may be actual authority created by an agreement and may be conferred either expressly (written in a partnership agreement or by implication.

Liability of the partners for wrongful acts or omissions for which the firm is liable is joint and several (s12 PA 1890). 
· If there is an default position the DJ is still a present partner would be liable for the debt.
· s17 PA 1890 says that ‘’a person who is admitted as a partner into an existing firm does not thereby become liable to the creditors of the firm for anything done before he became a partner’’.

According to PA 1890 DJ could be held liable for partnership debts before she expand the business with joining the partnership business.
                                                                          














Task 2
Question 2 
(a).  Advise to the TTL board on:

	· Kat French has power to call a meeting on reasonable notice as any director may call a meeting. Art 9

	· Quorum is 2. Art 11. If Kat did not attend meeting it would still be quorate as Abdul Hamid could transact business without him.

	· One vote per director - so decisions taken by simple majority.

	· Therefore, if Abdul vote with other directors together (as is likely) they can always outvote Kat board level. 
· Directors who are interested must declare their interest appointment – s177(1) (a) and (b). Art 14 can’t vote or count towards the quorum and removal (s168). 
· Abdul has a casting vote as well.                                                                         

	· Kat is therefore in a weak position at board level.

	

	Proposed service:
· Convening - meetings usually called by Board under s302 –  Kat hold power on Board.

	· Kat can requisition meeting under s.303 as will have >12% of shares. 

	· Quorum is 2 –Abdul can form a quorum in Kat’s absence and do business without him.

	· Voting on show of hands – Abdul can defeat Kat  2-1.

	

	· Kat can demand a poll - will have not less than 10% total voting rights.

	

	· Abdul can pass ordinary resolution. 

	· Kat and Abdul together can pass a special resolution. 

	· Kat will not be able to block ordinary or special resolutions.

	· She can prevent meetings being held at short notice - need 90% for this.





	
(b). According to the CA 2006 and s190, Kat could be as a director of TTL and if does so, the consequences of her granting the proposed lease to the TTL would be 10 years at an annual rent of £20,000. 

	 Kat's position as director:
· S.168 allows members to remove director by ordinary resolution.

	· Abdul could convene a GM to do this.

	· Kat can pass ordinary resolution (Abdul would also have to be there to form quorum).

	· Kat not turning up to the GM would make no difference as Abdul could form quorum.
· S270 CA 2006 says that a private company is not required to have a company secretary but it may do so.

· Permitted under Art 10 but under 9(2)(c) they will need to agree on each occasion how each communication will take place. No need to prescribe in the articles.


The articles will need to be modified for appointment/removal of the company director. Suggest that you empower the directors to appoint/remove the company secretary.


	



There is a problem at board level because the default position under MAA – Art 13 is that there is a chairman’s casting vote. The MAA will have to be amended to get rid of this. 
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