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The Registrar of Companies (Forms) Rules-Legal Notice 103 of 2017 is the only material that can be brought in. 

Answer Questions 1 or 2 in Section A AND any 2 questions in section B



Lee Mutunga (Instructor) 

SECTION A

Question 1

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

What is a directors’ fiduciary duty and where does the duty arise from? (4 Marks)
Atari Limited has a nominal share capital of 1,000,000 composed of 10,000 Shares.

Atari Limited has the following shareholders;

a) Sudoku Limited having 5,000 shares
b) Mitchelle Kyalo 2,000 shares
c) Harvey Spector 2,000 shares
d) Yoweri Wine 1,000 shares

Sequence Limited wishes to acquire a stake in Atari Limited. Sequence has negotiated
with Sudoku Limited and agreed to purchase the entire shareholding held by Sudoku
limited in Atari Limited for the consideration of Kshs. 5,000,000 which is the current
Market value of the Shares held by Sudoku Limited.

The Shareholders of Atari Limited passed held a special meeting and passed a resolution authorizing the sale and transfer of shares from Sudoku limited to Sequence limited on the 1st February 2025. 

Sequence Limited has also imposed an additional condition for the registered address of Atari Limited to be changed from 13th floor Nyayo house Nairobi to 20th Floor Bahari place, Kilifi and that one of the Directors of Atari Limited should be changed from Mitchelle Kyalo (outgoing)  to Donald Trump (incoming).

Sequence states that by the end of the transaction, the CR12 should show the
Shareholding in Atari Limited to be;

a) Sequence Limited-5,000 Shares
b) Mitchelle Kyalo 2,000 shares
c) Harvey Spector 2,000 shares
d) Yoweri Wine 1,000 shares

The Registered address of company at in the Cr12 should reflect 20th Floor Bahari place, Kilifi. 

The new director should be Donald Trump.

1. Advice Sequence Limited on the process of becoming a shareholder in Atari
Limited, the change of address & directors and the steps that need to be undertaken. (10 Marks).

2. Draft 3 key documents that have to be lodged with the registrar to perfect the instructions given to you. (15 Marks)

3. Draft the instrument of conveyance of shares from Sudoku Limited to Sequence
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.Limited. (5 Marks)


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

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)

(30 Marks)

OR

Question 2

What is the difference between a merger & an Acquisition? (4 Marks)
Describe 5 types of Mergers. (10 Marks)
Describe 8 advantages/motivations for Mergers & Acquisitions? (16 Marks)


SECTION B

Question 3 

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)



In Multichoice Kenya Ltd v Mainkam Ltd & Anor. [2013] eKLR, Mabeya J held as follows; “I agree that directors are generally not personally liable on contracts purporting to bind their company. If the directors have authority to make a contract, then only the company is liable on it. To my mind, there is no doubt that ever since famous case of Salomon v Salomon [1897] A.C. 22 Courts have applied the principle of corporate personality strictly.

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)

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

(20 Marks)

Question 4

In ROYAL BRITISH BANK V TURQUAND ( 1856) 6 E&B 327 the court held “ A third party dealing in good faith with a company is entitled to assume that the company’s internal procedures have been properly followed, unless there are obvious signs of irregularity.”

Company has evolved in a way that has made Information critical in transactions involving companies in the modern era. In light of the statement, highlight at least 5 exceptions to the indoor management rule? (10 Marks)



Your client comes to you for advice on a dispute. They explain that as members of HARAMBEE SAVINGS AND CREDIT CO-OPERATIVE SOCIETY LIMITED (The defendant) a registered Society under the Cooperative Societies Act, CAP 490, through the Defendant’s Murang’a branch your client explains that although they are members of the defendant, they signed up through the Murang’a branch. They were allocated land through ballot by HARAMBEE SAVINGS AND CREDIT CO-OPERATIVE SOCIETY LIMITED Muranga branch. they made the necessary payments to the Defendant (comprised of processing fees, facilitation fees, survey fees, Municipal Council rates, and other expenses totaling to about (Ksh.22,000/=), which payment was acknowledged by the Defendant’s Murang’a branch, who issued the Plaintiffs with allotment letters in respect of their respective portions of the suit land.Thereforeyour client averres that they are bona fide purchasers, having paid in full the purchase price for their respective plots within the suit property.

They contended that the Defendant, through their main branch has breached the contract executed with your client by writing a letter to the Director of Survey dated 30th March 2015, wherein the Defendant requested the said Director of Survey to cancel all sub-divisions of the suit property on grounds that it was not sanctioned by the Defendant’s Headquarters. It was the Defendant’s claim that the subdivisions and the transaction referred to by your clients were conducted by its Muranga branch, without having the transaction sanctioned by the Defendant’s headquarter and therefore, the said transaction was null and void. Further that the communication and the alleged payments were made by the Plaintiffs to the Defendant’s Muranga branch without the involvement of the Defendant herein, and therefore, the Defendant denied receipt of such monies. Your client asks if they will get the property they have paid for.

Advise your client on the best course of action, basing your advice on the law and applicable legal principles. (10 Marks)

(20 Marks)

Question 5

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

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

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

(20 Marks)












