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INSTRUCTIONS TO CANDIDATES AND INVIGILATORS

ANSWER FOUR QUESTIONS

TWO FROM SECTION A AND TWO FROM SECTION B

ALL QUESTIONS CARRY EQUAL MARKS

SECTION A
QUESTION ONE

Arnold advertised his lorry for sale in the Morning Gazette, a national newspaper. The advertisement read as follows: “2002 Ford Ranger diesel pick-up – asking price £7,000 – telephone 0123 444555.”

Bob telephoned Arnold and told him he would pay the £7,000. The telephone line stopped working before Bob could hear Arnold say, “I accept your offer”. Bob sent a text message to Arnold confirming his offer but this was misdirected and went to another number.  Two days later, Cynthia saw the advert and sent a letter of acceptance to Arnold.

Advise Arnold on whether he has a contract with any of the above parties now that he has decided not tell sell his Ford Ranger.

QUESTION TWO

“Consideration lies at the heart of English contract law – it is an essential constituent of any valid system of contract law.”

Discuss.

QUESTION THREE

Rigsby rents out rooms to tenants. Miss Jones leases one room and is advised to read the notice in her room when she moves in. The notice states that: “The landlord will not be liable for personal injury or death and has no liability for any losses to personal belongings, howsoever caused, except to the value of £100”   Two days later, Miss Jones’ expensive gold watch is stolen by Rigsby’s cleaner, Alan.

Philip also rents a room and is immediately informed of Rigsby’s notice.  A week later, he is walking out of his room when he slips and falls down the stairs breaking his leg. The stairs were left wet by the contract cleaners engaged by Rigsby.

Advise both Miss Jones and Philip about the legality of the exemption clause and advise Rigsby whether he is liable for the loss of Miss Jones’ gold watch and the personal injury to Philip.

QUESTION FOUR

With reference to Donoghue v Stevenson [1932] AC 562, in what circumstances will an individual be held liable for the tort of negligence? (Use case law to illustrate your answer).

SECTION B
Examine the validity of the following acts committed by the directors of a sportswear company on the company’s behalf:

(i) The purchase of specialist machinery to manufacture agricultural tools.
(ii) The proposal to acquire land without obtaining the approval of the company’s shareholders.  
(iii) The grant of a loan to the chairman of the company at low rate of interest.
(iv) The donation by the chief executive of £50,000 to a local youth community group.

All the above acts are not provided for in the company’s constitution.
Mohammed is the managing director of Grasp Ltd. He owns a majority of the shares in the company.  Three other directors sit on the board of directors.  Last month, in order to secure a contract for the company’s benefit, he accepted a sum of £20,000 from a third party supplier of goods. He did not reveal this fact to his fellow directors.  In the same month, Mohammed also made a £30,000 profit from using trade contracts to develop a rival product to that produced by Grasp. 

Currently, Mohammed has secured a resolution of the general meeting approving his actions. Abdul, a minority shareholder, is aggrieved at what has taken place.

Advise Abdul as to his legal position.

Giving examples, where applicable, write fully on two of the following:

(i) The enforceability of  ‘outsider rights’.
(ii) The differences between ordinary partnerships, limited liability partnerships and registered private companies.
(iii) The changes introduced by the Enterprise Act 2002 to administrative receivership and administration.
(iv)  To what extent do you agree with the view that the Company Directors Disqualification Act 1986 has proved to be an invaluable source of protection to the public?
(v) The rules on the maintenance of capital protecting a company’s creditors.
(vi) The nature of corporate personality and the lifting of the veil of incorporation. 
Fairbox Ltd went into liquidation in September 2006.  The liquidator seeks your advice as the type and priority of the following creditors:

(i) Finance Bank plc which had a charge over Fairbox’s freehold land and buildings dated July 2000.
(ii) Money Lender plc which had a charge over Fairbox’s factory dated June 2000.
(iii) Credit Bank Ltd which had a charge over Fairbox’s book debts dated May 2000.
(iv) Supplier Ltd which had a reservation of title clause in respect of a quantity of wicker hampers supplied six months before Fairbox went into liquidation.
(v) HM Revenue & Customs for outstanding tax and VAT.
(vi) Fairbox’s employees for unpaid wages and accrued holiday entitlement.
(vii) 1000 customers of Fairbox who did not receive their Christmas hamper before the company’s liquidation.

Advise the liquidator. 
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