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QUESTION ONE

Mr. Bike, Ms: Likwago and Mr. Okida are the Directors and Shareholders of Majbre inveshnents{..imited
a Private-Limited Company. The company dedls-in real estate and constructon of Fesidential apartments
for sale. The Company operates mainty in Nairobi and parts of Nakurt and Kiambu, The company was
incorparated in 2010 and has successfutly operated for the last eight ( 8) years since its incarporation.
Recently;- the campany has experienced finaicial difficulties. ‘Owirg to a rise in demand in real estate-
in o about 2018, the Campany boirowed heavily from a number of baiks -in order te meet the
aforementioned demand This decislon was based on projections from its financial advisors that the
demand for residential living space woutd persistin the:long term. However, these projections have not
been wiet, The expected reviehiie and profits from the sale of its apartments are not copstant, There s
o demand on the other hand and many of the Comparly’s loans are now due. Furthermorg, t tan no
longer pay its employees or suppliers. Mr, Biko, Ms. Likwago and Mr. Okida are hesitant to wind up-the
company. Thay do not wish to liquidate the cormpany or dispose off jts assets piece meal in order to
repay their creditars. Additionally, the Directors and. Shareholders wish © retain as many of their
employees as posszble because some of: those employees are their relatives and fam:ly friends.

a} The Directars of the- Company have approached legal expert‘s who have advisad them that the best
possible solution other than liquidating the company is administration proceedings. They wish to
‘nderstand thie nature, features and objectives of administration proceedings, Advise them.

{4 marks)

b} Mr. Bike, Ms. Lukwage and Mr. Okida have since. settled on the idea &f commeneing admmtstratmn-
proceedings. They would tike to know the. procedurs to follow. :Advise them on the way forward.
{6 marks)

] Mr. Bﬁ(o, Ms. Lulowago -and Mr. Okida have since commenced administration. pmceedmgs. An
:administrator has been appointed. Mr. Bika, Ms. Liskwago and Mr. Okidehave beer sidelined in the
management of the company. They are’ not happy with the decisions and directives of the
-administrator with regard to- operations over the company. They have approached you for a
prehmmary discussion. They wish to understand the duties and powers of the administrator. Advise
them. {4 marks)

o} Mr. Biko Ms. Lukwago and Mr.. Okida have since been informed by third’ partaes that the-adminitrater
is fiot qua!.ified to act {n.the capacity of an administrator, They are naive on this subject. They wish
to understand the qualifications required for one to act as an administrator before they.can make the
.appropriate decision. Advise them on those qualifications. {6 marks)

QUESTION TWO

a} The law firm of Mokere, Machira and Wambugu Advocates was incorporated on 15¢ March 2019, It
consists of Mr. Mokere, Mr. Machira.and Ms. Wambugu, as partners: “gn 114 November 2019, while
at a lancheon at Serena Hotel; Ms. Wambugy mét an-old friend Mr. ,MWangl, an Advucate who was
lacking for a firm to invest in-and join as a partrier. Ms. Wambugy, conscious of the firms need for
ready cabital, introduced Mr. Mwangi to her partners {Mr. Mokere and Mr. Machira) who were also in
attendence at the uncheon. Mr. Machira and Mr, Mokers were noi-cammital ko the dea of ‘anather
partfier but promised to get back ta’ Mr. Mwing!-on his proposal. 'In-or-about December 2019, Mr.
Machira and Mr. Mokeie. toak 2. business trip to South Africa. They left: Ps.. Wambugu in charge
Owing to-the workload, Ms, Warmbugu requested: far assistance from her long-time frisnd, Mr:
Mwangi. Hé accepted her requast. He was given office space and has since been working atthe
fickh. Additionally, Mr. Mwangi has since invested Kshs, 4,000,000 inta_the firm. On 22M January
2020, Mr. Machira and Mr. Mokere returned from their busmess trip. They are dumbfounded, They
have approached Ms, Wambugu and sought an explanation as to Mr. Mwangi" s presence at the firm.
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::-Sherhag retoried that in thefr absence'and. iivthe interestof the firm, she took the executive decision

i+ tosddmit-Mr,. Mwangias & new partner. Mr. Machira-and Mr, Mokere have rushed ta your offices.
 Advise M. Machira and Mr. Mokere on the legality of Mr. Mwangi’s appointment: {3 marks)

b}-Sinee your-discusston with Mr. Machira ard Mr. Mokere, they haye decided considering the'sizeable-
investmient fraf. Mr. Mwangi to waive their concerns. Oh. 22 February 2020, Mr. Mwangi took

s« Instiuctions -'fr_o‘_n‘s:-Uéh_um'Sg;éco’»fﬁ_r‘_thé,_sq’bj:_liv':is_iart_:ot'_--}__.ﬁ. No. 209/1134 into twenty-five {25} plots’
~zéand sibsequent transfer of étheiplq'.fs;.m-.mminat”e;d: members: Mp. Mwangi requested for a deposit of
Kshs. 5,000,000 to.enable him engage:a-valuer and physical. planner so as to cammenege the. sub-

division process. Furthermore, he requested that the aforementiohed sumis-he deposited into his
persenal ageount, at. KCB for éxpedience. Ushuri Sacco has-since complied. Mr. Mwangj is yet to

nokify Any o

ner partner of this developmeiit, On20% March 2020, the fim'received a letter from
o .. Ush Yol

0 fequestinig:for.a status update on-their traisaction, M, Machita regeived-the letter:
i igu.on:the same. They arednaware of this transaction. Al

.at contactMr.-Mwahgihavebeeni tite::He-Is currently-ab¥oad in the United Kingdon.doing
work..In theaneantime;, the.CE of-Ushur Sacco has made repeated calls regarding the
~alleg nsaction.: Heds:also requesting foran official receipt from-the:firtn.acknowledging receipt
of K 000,000. “The-firm is in a’panic; the partiers have rushed to your.office. They wish to
knaw the Gability and exposure they face, Advize them.. ’ {4 marks)

i+ Mwanigl has slice retamed frofh his consuttaiicy work in the United Kingdorm. Following a heated
discussion among the partners, it was'decided that Mr. Mwangl woudd not remain a partner in the

-+ firm, -He:must go.. To'this end;:-Mr. Machira, Mr. Mokere and Ms. Wambuges would tike-to know the
+ pracedire to.befollowed to implement their résolution, Advise them on.the way forward. (3:marks)’

x

QUEST!BN?THREE" : .

Macdenald s,-a:renowned fast-food outletin Europe and-the Americas anticipates expanding its business
acrossiheglobe.' in:East Africa, it has identified Nairobi as a potetitial investment.destination, The food:
chain’s cgmmergiat’ lawyers dre-advising. thent that: Nairobi is very competitive given the presence of
athier-fask food giants such as KFG and ‘Chicken-lan. Macdonald™s CED is considering two corimercial
contractual options ta present'to its Board of Ditectors,

| talks with Chicken Inn for an acquisition deat; or

‘. Enterinto a franchise arrangement withiinterested investors.

a) Macdanald s, CED has initiated discussions with Chicken Inn ‘and both parties have signed a Non-
Cireumvention Non:Disclosure - Agresment. (RCNDA). :

Ady dcr_:alds on four {4'}_‘[{&3‘ eiementsyour due diligerice would focus on. {4 marks)"
J:.i}_: "ﬁisﬁhé&fs&hsﬁéﬂveen'a-ﬁierg_er"and_;agqyié'i_ﬁi'qff." o . L (2 rmiarks)

¢ The Directors. eventually decide. to. goiwyith: the franchise -arrangement opton as. opposed to the
* cRequisitipnzof, Chicken dnn, Highlight the advantages of a franchise arrangement over an-acquisition,
o L . ) (4 marks}

QUESTION FOUR

Petrogen’ltd, s company ifcorporated in the Iste of Man, specialises in-dritling ail wells and instaltation-
of rigs. * “Sold -td, "2 company ir " Kenya, ‘recently discovered ‘commarcially viable
ol in its Black B'37 4h Tu Would like to eritér a joint venture with Pétrogen
Irther explore and exploft’ the ojl-resalirce bacause of Petrogen s upigie “esil" tachnolegy,
However, Petrogen Ltd, must, first be tegistered in‘Kenya to carmy out business, "They would fike to be
registered as 4 foreign company. '
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a) (i Advice Petrogen Ltd on the pracedue; information and documents required to register asa forefgn
<company in Kehya. (5 marks)

tis) What.wotild the Companies Registfy issue to Petrogen-Ltd upon successful registration as proaf of
fegistration as a foreign company in Kenya? {1 marksy

B} Petrogen Ltd and Salonika have agreed to enter acontractual Joint Yenture {3V} to carry out. drilling

and exploitation services, ‘What are the characteristics of a Contractuat Joint Ventura? (4 marks)

QUESTION FiVE

ay  Mr. Olero, Ms.-Akinyi and Mr. Momarnyl are the Directors and Shareholders of Ms-13 Whotlesalers
Limited, & Private Limited Company. They each hotd one paid up share outof a shareholding of five
shares of the Company. ‘Ms. Akinyi and Mr. Olero are of the view that in order for the company to
expand and obtainadditional-capital, the.nature of the‘company needs to change. They have been
advised by their lagal team that a-transition to a.Public Limited Company would be the idealstep.
Thisy have now approached you. Advise them on:

i Thiree advantages of a Public Limitted Company over & Private Limited Gompany. (3 marks)
. The procedure they must follow to-attain thischange in status,. (2 marks).

b} At an ordinary mesting of the co_mpany-"'held on 11 March 2020, an Ordinary Resolution vigs passed
by the members present to convert the company from a private timited company & a public limi ted
company. M1 Momanyi was not present ntor did he receive notice of the meeting. Heis opposed to

the idea of the company being converted into a public limited company. He wishes to avold any
complications that might follow the transition. Furthermorg, he is-anxious about ceding control of

'his.company to stiangers. He has-attempted to engage Ms. Akinyi and Mr. Olero but no agreement
‘has been reached. Mr. Momanyi has approached your.office. He wishes to know if he can challenge

the resolution passed by Ms. Akinyi.and Mr.-Olero to convert the Private Limited Company into 2

PUBLIC Limited Company.: Advise him on whether he has &ny grounds to do-50.

{3 marks}

¢} Following your discissfon with Mr. Morianyi, he would like o kiow- the: procedure: to foltow il his

" ‘quest to challenge the resolution passed by #Ms. Akinyi and M. Olero. Advise him.. {2 marks}
“QUESTION SP(

far. Emmanuel Josiah recently invasted in a T-800 Nade! Poshio Mill. Hisenterprise is lacated in a far-

flung corner.of the Country desperate for posho. mill services. Mr. Josiah-is now reaping good retutns.

He now wishes to expand his business and ABC Bank has agreed to loan him some money in exchange far
pledging the poshe miki as security.

a} ABC Bank has approached you to draft the security agreement. Briefly. explain. to-the bank the
requirgmerits for the creationof a securify fight and its right of enforcement in the eventof abreach.
' ' {5 marks).

‘b Mr. Emmanuel Josiah, now the proud awhét of a T:800-Posho Mill wishés to dispose of his old "Rev-

9 Posho Mt machine. Being the faithfulchurchgoer; Emmmanuel gifts the old mill ko his local church.
As a dutiful taxpayar, Emmantelwould like.to assess for, and pay the Capital Gains Tax (CGT) on the
transfer.of the maching. Advise Mr. Josiah on the applicability of atherwise of the Capital Galns Tax
and whether the transaction constitutes a transfer Under the ralevant faw: (5 marks}
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