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RIARA LAW SCHOOL
UNIVERSITY EXAMINATION FOR MAY-AUGUST 2025 SEMESTER 
RLB 308:  LAW OF BUSINESS ASSOCIATION II

INSTRUCTIONS
1. This is the final examination in Law of Business Association I.  You will earn 70% of your final grade from this final examination and 30% from Continuous Assessment Assignments.
2. This examination has FIVE questions. Answer QUESTION ONE OR TWO IN SECTION A AND ANY OTHER TWO IN SECTION B.
3. The examination has 6 pages, including this one.
4. Time allocated for this examination is TWO (2) HOURS.  You must stop writing when time is called.
5. Sign the roll sheet when you turn in you answer sheet.  If you fail to sign the roll sheet, there will be no way of establishing that you sat for this examination and your marks will not be reported.
6. This is a CLOSED BOOK examination.  This means you are not permitted to bring any hard or soft materials to the examination room.  You re also not allowed to access materials stored in computers, electronic gadgets or the internet.  You should not bring to the examination room any of the following: cell phones, tablets, computers, statutes, notes, outlines, or books.  Neither should you bring to the examination room books or materials unrelated to this course.  If you need to have medicine or food items with you, please let the invigilator know before the examination begins.
7. This examination is governed by Riara University Academic Honesty Regulations. Students who violate those regulations will be penalized.  Students have an obligation to report to the invigilator any incidences of academic dishonesty compromising the integrity of this examination.
Good Luck!




SECTION A

QUESTION ONE

a) What is the difference between shareholder primacy & stakeholderism? 	(2 Marks)

b) What is a directors’ fiduciary duty and where does the duty arise from? 	(4 Marks)

c) Directors' responsibilities have evolved dramatically over time, from early common law
principles to present legislative codification in corporate law. Initially, directors were regarded as mere agents of shareholders, but as corporate structures became more complicated, courts and legislators devised a framework to ensure accountability and equity.

Describe 6 duties that are imposed on directors by the Companies Act 		(12 Marks)

d) Shareholders have an integral role in ensuring the affairs of the company are governed by their agents (directors) in compliance with statute and the articles of the company by exercising rights conferred upon them by statute. 

Describe 6 rights of shareholders under the Companies Act.		 	(12 Marks)

Total (30 Marks)

OR

QUESTION TWO

a) The case of Salamon v Salamon, lies at the heart of corporate personality. Describe at least 4 features of a company limited by shares. 				(8 Marks)

b) Explain and describe what provision of the law is invoked where a party or the court on its own motion (suo moto) wishes to pierce the corporate veil in a court case?	 (2 Marks)

c) Highlight 5 instances where the court may pierce or lift the corporate veil. 	(10 Marks)

d) The Ultra Vires Principle was designed and developed to protect the company and shareholders from transactions entered beyond the scope of the powers conferred by them in the articles or resolution.

Define your understanding of the Ultra Vires principle 			(3 Marks)

e) Identify and define the section of the Companies Act 2015 that changed the legal effect of a company’s objects and explain how that change affected the ultra vires principle 
(7 Marks)






SECTION B

QUESTION THREE

a) Describe the 5 statutory duties of directors under Kenyan law. 		(10 Marks)
b) Demonstrate how every statutory duty listed protects the interests of the company and stakeholders. 									(10 Marks)

(20 Marks)

QUESTION FOUR

a) Define the Turquand Rule 							(2 Marks)

b) Outline 5 exceptions to the application of the Turquand rule 			(10 Marks) 

c) Describe  4 examples of why the rule is important particularly in commerce. 
(8 Marks)

(20 Marks)

QUESTION FIVE

a) Identify 4 Key Corporate governance stakeholders and explain their roles. 	(8 Marks)

b) Define the Moral hazard problem and 3 instances where it manifests in corporate governance. 									(8 Marks)

c) Discuss any 4 elements/principles of good corporate governance. 		 (4 Marks)

(20 Marks)
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