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ANSWER ALL QUESTIONS

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

TASK 1

Fatima and Gloria set up in business together about 12 months ago, repairing and restoring old pieces of furniture and other small items, having been inspired by the TV show, The Repair Shop. The business is called F&G Furniture Restoration. Both Fatima and Gloria contributed about £15,000 as capital to the business. In addition, Fatima leases to the business for a low annual rent a small industrial building that she owns – this had been left to her in her grandfather’s will. 

The business has been prosperous from the start, making good profits that Fatima and Gloria have so far shared equally. Indeed, Fatima and Gloria are so busy that they would like to take on a third partner, and they have approached Helen, who is a qualified furniture restorer. She would thus fit well into the business. 

Helen has come to see you, seeking advice on her admission to the partnership. She tells you that there is no written partnership agreement. Fatima and Gloria have told her that, in addition to their daily restoration work, Gloria has dealt with the publicity and marketing of the business, while Fatima has concentrated on the finances and premises upkeep. They have indicated that they would like Helen formally to join the business on 1 September 2022. However, as they will reach the first anniversary of the start of the business at the end of July 2022, they plan to update their business stationery and marketing material, with Helen’s name included, on 1 August 2022. 

Question 1

Advise Helen: 

(a) About the nature of the business structure described above; (10 marks) 
The nature of business structure that Helen has been asked to join is partnership, which is an unincorporated legal form for up to 20 people.  Each partner will distribute the risks, responsibilities, profits as well as the business expenses, according to Partnership Act 1890, section 20. As it was mentioned above, the formal partners don’t have a partnership agreement, however, I would strongly recommend to draft one. The reason of having an agreement is that it will minimise the possible disputes between partners and conflicts that may happen between them. As mentioned in Partnership Act 1890, section 24, a special agreement will determine the rights and duties between partners, such as introducing a new partner only with the consent of all the other partners, taking part in the management of the company and the equal contribution towards the losses of the firm.
Another thing that Helen needs to know about partnership is that all partners are equally responsible for the wrongful acts of another partner, they must register as self-employed and they will pay their own individual taxes. Entering a partnership can be beneficial, because it’s pretty simple to set up and it’s a flexible business.

(b) about the nature of her liability once she becomes a partner; (9 marks) 
In a partnership, each partner is liable with the other partners, according to Partnership Act 1890, section 9. Also, each partner is liable for another’s partner negligence or misconduct while running the business. All the profit or losses from the partnership are to be shared equally between its partners, meaning that in case of debts, each partner will pay the same amount of money.

(c) whether she could be held liable for partnership debts before she joins the partnership on 1 September, and what she could do to protect herself from such liability. (6 marks) 
According to Partnership Act 1890, section 17, when a new partner is admitted into an existing business, they don’t become liable for any debts or anything done before in the firm before they became a partner. Based on that, Helen can not be held liable for any debts the firm had before she joins the partnership, so she can use the Partnership Act to protect herself.

(Total: 25 marks)









TASK 2                                                                  

Bill and Josie plan to set up a private limited company dealing in classic cars from premises on High Street in Swansea. Their choice of name for the business is “Swansea Classic Cars Co-operative”
Question 2 

Identify and explain any potential legal problems in relation to the selection of the name. (5 marks)

First of all, when choosing a name for their business, Bill and Josie need to consult the Business Names Act 1985 and the Companies Act 2006, which covers all the steps regarding the choice of a particular name for a business in Great Britain. They need to check if their chosen name isn’t already being used by another business, as they wouldn’t want to infringe their rights. If the name is already being used or it’s similar, they need to come up with another one. Then, they need to make sure that their business name is not offensive, doesn’t contain any sensitive words and doesn’t suggest any connection with the government. 
 In our case, Bill and Josie will set up a private limited company, meaning their business name must end with ‘Ltd’ or ‘Limited’, as stated in Companies Act 2006, section 59. Because the company will be set up in Wales, instead of ‘Ltd’, the company name could also end in ‘cyfyngedig’ or ‘ cyf’. Also, as mentioned above, according to the Business Names Act 1985, sensitive words are not permitted to be used in a business name, unless permitted by the Companies House. ‘Co-operative’, which was planned to be used in the name, is considered to be a sensitive word by the UK law, therefore it can not be used. 

Total: 5 marks


TASK 3                                                                  
Bridgend Billboards Limited (‘the Company’) provides advertising design and distribution services to a number of industry and business sectors in south Wales. For example, it designs advertising media for outlets on buses and in motorway service stations. The Company’s articles of association follow the Model Articles for private companies (without amendment). 
In November 2020, the Company decided to expand its operations. It purchased, for £650,000, a large new warehouse near the Company’s existing premises. The vendor was Sonia. She is the civil partner of Amelia, a director of the Company. Amelia spoke strongly in favour of the purchase of the warehouse. 
In addition, to support the expansion of its business, the Company decided to appoint Cameron as an additional director of the Company, with a fixed-term, three-year service contract. 
Ryan, another of the Company’s directors, now seeks your advice. He tells you that the Company no longer needs the new warehouse, as the planned expansion of the Company’s operations has failed to generate much new business. Furthermore, following a drop in local business property prices, the warehouse is now worth only £450,000. The board was unaware of Amelia’s relationship with Sonia when it agreed to purchase the warehouse. 
In addition, the Company wishes to remove Cameron from the board of directors. 
Shareholders in the Company were never consulted about any of the expansion plans nor about the appointment of Cameron.

Advise the Company in respect of: 

(a) any action that can now be taken with regard to the purchase of the new warehouse from Sonia; (10 marks) 
The shareholders of a company have the right to participate in meetings, vote, to be consulted when the company makes a particular decision regarding its business and the right to choose the director. Because shareholders were not consulted about the business expansion plan, they can bring an unfair prejudice claim. Also, it has been mentioned that the company’s articles of association follow the Model Articles for private companies, meaning that they cover the member’s rights to make decisions, something that clearly has been breached. 
The board hasn’t been notified about the relation between Sonia and Amelia when they made the agreement to buy the warehouse. According to Companies Act 2006, section 177, when a director of a company (in our case, Amelia), is in any way interested in a particular transaction with another company, they must declare the nature and the level of interest to other directors of the company, something that Amelia didn’t do. This declaration should have been made by Amelia before the company purchased the warehouse, meaning there will be civil consequences of breach of general duties, as mentioned in section 178.

(b) the removal of Cameron from the board. (10 marks) 
According to s188, a director whose service contract is longer than 2 years (executive director), should get the approval of all shareholders when being appointed. However, the shareholders of the company haven’t been notified about that decision. According to Companies Act 2006, section 168, the shareholders can initiate the removal of a director before the expiration of his service contract, by giving a special notice. Under section 169, Cameron will be notified about the decision and will receive a copy of the notice and he will have the right to protest against that decision. He is entitled to be heard on the resolution at the meeting. According to section 312 of CA 2006, the resolution won’t be effective, ‘’unless the notice of the intention to move it has been given to the company at least 28 days before the meeting’’.
(Total: 20 marks)
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