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You are a trainee solicitor at Trinity Solicitors. The firm is regulated by the SRA. 

TASK 1

You have been instructed by an existing client, Diane James, regarding her proposed new partnership business. An attendance note of your telephone conversation with Diane is attached (Document 1). 


Question 1 

Outline the advice that you propose to give to the partners at the meeting next week. Advise them on the position regarding each of the agreed terms in the absence of an express written agreement. You should make full reference to any statutory sections or subsections in support of your conclusions. (25 marks)


(Total: 25 marks)























TASK 2                                                                  
Tempting Toys Limited (TTL) is a company that manufactures a range of toys, including jigsaw puzzles, board games and, for very young children, sustainably sourced safe wooden toys. It has adopted unamended Model Articles for Private Companies.
In its latest filed accounts, TTL’s net asset value was £750,000. Kat French holds 12% of TTL’s shares. She has never been formally appointed as a director, but for the last five years has regularly attended and participated in board meetings. She has 18 years’ experience in the toy manufacturing industry and has been able to provide invaluable advice to TTL. TTL’s board has been seeking new office premises recently. Kat has proposed that the company lease from her a suitable property that she owns, for an initial premium payment of £80,000. The lease would be for 10 years at an annual rent of £20,000. 
TTL is also proposing to appoint a new director, Abdul Hamid, with the offer of a three-year, fixed-term service contract. 

Question 2
Advise the TTL board on: 
(a) the steps it needs to take to: 

· appoint Abdul formally as a director;
· grant him the proposed service contract
(15 marks)

(b) whether Kat could be regarded as a director of TTL and, if so, the consequences of her granting the proposed lease to TTL.
(10 marks)

(Total: 25 marks)



















DOCUMENT 1


 Telephone Attendance Note

Date:          xx/xx/xx
Clients:      James, James and Maddox
Matter:       New Partnership 
Time:         3 Units
_______________________________________________________

Telephone conversation with existing client Diane James (DJ).

Diane has up until recently traded as a sole trader in music memorabilia but she is now wishing to expand her business by taking on two new partners, her daughter, Julie James (JJ) and Mary Maddox (MM).

DJ tells me that the following terms have been agreed by all of them: 

· The partnership will be for a fixed term of 5 years.
· DJ (as the more experienced business woman) will take a 50% share of income profits. MM will take 30% and JB 20%.
· DJ will put in £10,000 capital. MM will put in £5,000 and JB £5,000 
· Capital profits are to be shared in proportion to each partner’s capital contribution.
· Losses are to be shared equally.
· MM will lend £5,000 to the partnership by way of an interest free loan.
· JJ, who has no business experience, will take only a limited role in management decisions until she has been a partner for a year.
· DJ will spend 3 days a week working for the business. During the rest of the working week she will manage ‘Wrong Direction’, a One Direction tribute act. She will keep any profits which she makes from this side line. DJ intends to publicise Wrong Direction’s performances at the partnership premises.
· The partners will initially receive salaries of £25,000 each in the first year to be reviewed at the end of the year. 
· Any change in the nature of the partnership business is to require a majority decision by the partners.
· A majority of the partners can expel another if that partner suffers from a long term illness resulting in prolonged absences.

The partners would like to save legal costs by dispensing with an express written agreement and they have made an appointment to come and see me next week to obtain our advice on the above.

A Trainee
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