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Candidates are required to answer THREE questions. 
 
 
Question One 
 
Alan, Ben and Caro are newly qualified architects specialising in restoration of old buildings 

throughout Scotland. They want to call themselves ABC Architects. They do not wish to 

spend money obtaining legal advice on how to set up or run a partnership, for, as Alan 

correctly says, there is plenty of free advice on the internet. This does not mean that they pay 

attention to that advice. 

 

A friend points out to them that there are several other firms of architects called ABC 

Architects.  

 

Alan contributes £100,000 of capital to the firm, while Ben and Caro each contribute £50,000. 

Whenever Alan makes personal drawings from the partnership bank account, he takes twice 

the amount the others do. The others do not notice for nine months. When they finally object, 

he says that he is entitled to do this as he has contributed twice as much capital as they have, 

and that after nine months they have impliedly accepted this arrangement.  He also said that 

he should have the right to make payments out of the partnership bank account without the 

other partners’ approval. The others need Alan’s approval before they may make payments 

from the firm’s account. 

 

Ben manages to obtain a lucrative architectural contract for the firm. Once the job is complete, 

in his own right he manages to negotiate a private deal with the client so that he, Ben, will be 

on stand-by to deal with any architectural problems with the now renovated property. He will 

also provide the client with any necessary advice. For these two activities he will receive a 

regular fee.  None of this is disclosed by Ben to Alan and Caro.  

 

Caro does some work for a client. It is the restoration of an old Border keep. Caro is standing 

on the battlements of the keep, inspecting the roof. She has a rope round her, tied round the 

chimney stack. Suddenly the part of the battlement that she is standing on gives way. The 

rope saves her life, but in the process, she is badly hurt. She is off work for three months. 

ABC Architects puts in a claim against the insurers for the owners of the keep for the loss of 

income to the firm occasioned by her enforced inactivity.  

 

 



  

Alan is working on a project which requires him to provide regular certificates of progress to 

his client’s bank, the bank providing much of the funding for the project. The wording of the 

certificate is silent on the question of liability if the certificate is inaccurate. The client is an 

electrician and does his own wiring. The bank requires a certificate to the effect that the wiring 

is properly done. As far as Alan can see, it is properly done, but much of the wiring is covered 

by plaster or is under flooring boards. Alan asks his client for an independent check by 

another electrician who can then certify the client’s work. The client produces an apparently 

insured electrician who checks the wiring and writes out a certificate for Alan. On the strength 

of this, Alan writes his own certificate for the bank in the firm’s name. The bank accepts this 

and releases further loan funds. Shortly afterwards, the building burns down. The cause is 

an electrical fault. The building is under-insured and the bank has lost money. Alan’s client 

disappears. The so-called independent electrician cannot be traced and his alleged insurers 

have no record of him. The bank wants to reclaim its loss from ABC architects, which failing 

from Alan personally.  

  

Discuss the points of law raised here.  

 

 

Question Two 
 

Jo is an agent for a firm of up-market estate agents. Jo’s job is to show people around grand 

houses, smart apartments and country cottages. She answers prospective clients’ questions, 

unlocks doors, checks the heating is on and makes sure that the prospective clients do not 

steal anything. She keeps in regular content with the senior partner at the estate agents and 

lets her know what prospective clients make of the properties she exhibits. 

 

Vladimir is shown round a fine house by Jo and at the end of the visit, he asks her, “How 

much do you think this property will actually sell for?” She replies that it is not for her to say.  

“I’ll tell you what,” he says, “every time you hear of an offer being made, and how much it is, 

you let me know.” 

“Oh, I couldn’t do that.” Vladimir then gives her a large denomination note. “Well, alright, sir, 

I shall see what I can do.”  

 

Jo is showing some other clients round a large house which the estate agency is selling. Jo’s 

brother is the director of a building company. Jo has 5% of the shares in her brother’s 

company. Jo’s company puts in a successful bid for the large house. The company does up 

the house and sells it well. Jo benefits from the dividends arising from the profits of the sale. 

At no point does Jo inform the estate agents about her interest in her brother’s company.  

 

The estate agency is asked to find a property for a particular client who appears to be very 

wealthy. The client wants a large, low maintenance house in the country, with only one 

driveway into the property. The client appears to be very secretive. Before the estate agency 

incurs a good deal of time and expense on this client, the estate agency wants to know that 

the client is all he seems to be and is as wealthy as he professes. The estate agency therefore 

ask Jo if she would approach a private investigation agency to check out the client, without 

revealing the estate agency’s interest in the client. The private investigation agency deals 



  

with Jo’s request, and after some digging around in the client’s background, produces a report 

indicating that the client, as far the investigating agency can see, is reputable and wealthy. 

Jo passes this report to the estate agency. The estate agency, relying on this report, then 

carries on trying to help its client and indeed finds a suitable property for him. It helps the 

client arrange a mortgage for that property. All goes well until the whole deal comes apart, 

the client disappears with the money that had been advanced by way of the mortgage, and 

the estate agency never gets its fee.  

 

Later on, a prospective purchaser of the house that Vladimir ultimately bought (and which 

Johad shown him) discovers that Jo had been suborned to provide Vladimir with the details 

of the best offers on the table so that he could beat them. The disappointed purchaser wishes 

to sue both the estate agency and Jo. The estate agency discovers about Jo’s interest in her 

brother’s company. The estate agency wishes to sue the private investigation agency for 

providing negligent advice. The estate agency withholds payments of Jo’s fees, in response 

to which Jo refuses to return much of the estate agency’s promotional material and their car 

which she had been allowed to use, pending payment of her fees.  

 

Discuss the points of law raised here. 

 

 

Question Three 
 

Anita, Suresh, Ram and Pran set up a private limited company called Gastropill Ltd in July 

2014. The four of them are equal shareholders and directors of the company. The company’s 

issued share capital is £20,000, with each share of £1.00 nominal value.  The articles are the 

standard articles for a private company limited by shares. It makes indigestion tablets 

flavoured with various organic herbs and spices, such as mint, fennel, liquorice and ginger, 

using high quality ingredients such as apple vinegar, and natural compounds like calcium 

carbonate and sodium bicarbonate. The pills are manufactured to high standards and sold in 

health food shops and online. The apple vinegar producer, Mick, has an orchard and cider-

processing equipment on his farm in the Cotswolds.  

 

Anita and Suresh decide at a board meeting that they convened at short notice, and which 

Ram and Pran were unable to attend, that Gastropill Ltd should become a public limited 

company. Anita and Suresh then change the company’s webpage details, print new headed 

note-paper and promotional material to show the new name.  

 

Mick indicates that he would like to be a shareholder in what is apparently now Gastropill plc 

and offers to give them a large consignment of cider vinegar, both now and in the future, in 

exchange for newly issued shares in the company. Anita and Suresh are comfortable with 

this because the quality of the cider vinegar is high and they want a long-term reliable source 

of cider vinegar. They hold another board meeting, at which they agree that Mick should be 

given the shares in exchange for the cider vinegar. They write out a share certificate for him 

and send in the required form to the Registrar of Companies. 

 



  

Paul, who grows some of their herbs, indicates that he too would like to be a shareholder. He 

cannot afford to pay for the shares right now, but he is due to inherit some money from his 

late mother’s estate, once it has been sorted out. Because he is such a decent man, all four 

of the directors agree that the company will lend him the money to buy the shares until his 

mother’s money becomes available, whereupon he must reimburse the company. Clearly, if 

he does not do this, he cannot expect to get paid for supplying his herbs.  

 

Ram wants to raise money on the value of his shares. He goes along to the bank in his local 

village in Lanarkshire and somehow persuades the bank to lend him what he wants in return 

for the bank holding, by way of security, the share certificates in the company in its safe.  

 

Suresh decides that he no longer wishes to own his shares and places an advertisement on 

an online forum for his shares, inviting members of the public to buy the shares in a sealed 

bid auction. He states in his advertisement that when he has had sufficient interest in 

response to his advertisement, he will have a closing date and sell his shares to the highest 

bidder. 

 

Explain the law relating to all the above, including what should have been done, where 

possible, to legitimise some or all of these actions.  

 

 

Question Four 
 
The liquidator of Greengage Ltd, a wine-importing and retailing company, registered in 

Scotland, which was wound up in the public interest by the Secretary of State in June 2021, 

notices the following matters. She seeks your advice on the law relating to them. 

 

a) A director of the company, Murdo, two years ago sold a consignment of high-

value American wine to Greengage Ltd for £23,000. At the time, the net asset 

value of the company was £200,000. There appears to be no paperwork 

associated with this other than the payment of the money to Murdo and the 

arrival of the wine in the company’s warehouse.  

b) Neil, another director, a dominating individual, of whom staff were rightly fearful, 

seems to have had a practice of taking a few cases of top-quality wine home 

for his own consumption whenever there was a large delivery of wine to the 

warehouse. For stock-taking purposes these missing cases were explained as 

“damaged en route”. Staff were reluctant to challenge Neil for fear of being 

dismissed. The liquidator believes that as much as £100,000 worth of stock 

over the years may have gone missing in this way. 

c) The public interest (being the grounds for winding up) was that the directors 

had been offering for sale to members of the public certificates which would 

entitle the owner to a guaranteed number of bottles of wine from particular 

vineyards in selected Mediterranean countries. The certificates indicated 

exactly which vineyards were producing the wine and how much wine the owner 

was entitled to.  The certificates would be redeemed in five years’ time and the 

wine delivered to the purchasers’ homes. The vineyards themselves were 

situated in relatively inaccessible countryside, and determined certificate-



  

owners who managed to get there were duly shown their vineyards. What they 

did not know was that the same small number of vineyards was shown to 

multiple purchasers, but as there were so few who actually visited the 

vineyards, this fact was not apparent. Effectively the same vineyards’ produce 

had been sold many times over. 

d) The company paid a dividend in December 2020. On inspection of the 

accounts, it would appear that the certain forward sales, payment for which was 

not due to take place until 2022, were credited as having created profits in the 

financial year 2019-20, thus allowing dividends to be paid in December 2020. 

The directors, who were also the shareholders, received their dividends in 

December 2020 following a board meeting and a general meeting 

recommending the dividend. The auditor who had been present at that meeting 

subsequently retired and indeed died shortly afterwards.  

 

Discuss the law relating to these points.  

 

 

Question Five  
 
Imagine that a client wrote an email to you, asking for advice. This is the email. Respond 

helpfully to that email, demonstrating your knowledge of the recent law on the matters the 

client asks about: 

 

“As you know, I am the director of Appletree Ltd, along with my wife. I have been reading 

about the requirements of s.172 of the Companies Act 2006, and the requirement to promote 

the prosperity of the company while taking account of various matters. Despite what I have 

been reading about this on the internet, I really don’t see how I should do this. I run my 

company to make a living for my wife and me, and I don’t know how I am supposed to take 

account of all these various interest groups. Am I expected to have union reps and local town 

councillors sitting in on my board meetings? Why should I be told what to do by these people, 

none of whom are bearing the risk of investing in my company?  And what happens when we 

sell up and retire? Could we still be liable for things that happened after we have sold the 

company on? 

 

Secondly, I am a bit concerned about something we did a little while ago. We bought a flat in 

a tower block some time ago, which we were going to let out. We bought it in the name of 

another company we own and paid the full price up front. We didn’t realise it, but the tower 

block is covered in the same sort of cladding as the Grenfell tower in London, the one, you 

will recall, which went up in flames as the fire-retardant was ineffective. We cannot let the flat 

as no-one wants to stay in it. The managing agents for the tower block says every flat owner 

has to produce a large sum of money to pay for the removal of the cladding and for putting 

in new fire-protective material put there instead. The company hasn’t the funds to pay for this. 

The original purchase price is now a sunk cost and I don’t expect ever to get the money back 

for that flat. Is there any reason why I cannot just close down the company and let those who 

manage the tower block deal with the problem?” 

 

 



  

Question Six 
 

Another client writes an email to you, seeking your advice on certain matters. Reply helpfully 

to that email, demonstrating your knowledge of the law. 

 

“As you know, my line of business is to invest in all sorts of start-up companies. Some you 

lose, and some you win, and some are just so-so. I need to ask your advice about one 

company. It was set up to develop properties in a Mediterranean island with significant future 

tourist potential, as yet unexploited. The island’s law is very similar to UK law. It seemed a 

good company to invest in at the time, and I trusted the man, Peter, who set it up. I own 20% 

of the share capital. The company needed more cash, and this time I was a bit reluctant to 

invest more money. Instead, I decided to lend the company some money, backed up by 

security over the company’s assets. A local lawyer drafted the security documentation, which 

I thought was all properly registered with the island’s Registrar of Companies. 

 

It turns out that I was mistaken. The security for my loan was not correctly registered by the 

lawyer and is invalid. The lawyer’s office has closed down and I don’t know where he has 

gone. Peter, who owns 60% of the shares, appears to have removed most of the money from 

the company’s bank account. The properties that were supposed to have been built have had 

their foundations put in place, but there appears to be a problem with the title to the land. I 

have been truly suckered and it looks as though I may have lost both my investment and my 

loan. The other shareholders and I are very unhappy. To compound matters, Peter appears 

to have lent the company a good deal of money through other companies that he controls. 

Whether these are real loans or bogus ones I do not know, but the effect is to make Peter 

the major creditor of the company.  

 

What I need to know is this: what are my remedies against Peter both as a shareholder and 

as a lender?” 

 

 
 
 

END OF QUESTION PAPER 


