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1. (a) Who is a promoter?                                                   2 Marks  
     

(b) Explain the duty of a promoter regarding any profits he may make in  
 relation to the company.                                                             4 Marks 

 

(c) (i) Discuss the legal position regarding the effect of pre- incorporation  
  contracts to a company after its incorporation.   4 Marks 

 
 (ii) State two exceptions to the legal position in (i), above. 4 Marks 

 
(d) Explain the significance of the following in the formation and operation of a 

  company: 

 
(i) Memorandum of Association;               3 Marks 

(ii) Articles of Association.     3 Marks 
      (TOTAL: 20 MARKS) 

 

2. (a) Discuss the following terms: 
 

(i) Share certificate;                 3 Marks 
(ii) Share distinguishing number.     3 Marks 

 

(b) (i) Explain the meaning of “transfer of shares”.                          3 Marks 
(ii) Outline the procedure in the transfer of shares.             3 Marks 

                               
(c) Mr Chijere is one of the minority shareholders of Equity Bank Ltd which 

was recently floated on the Malawi Stock Exchange.  During the farming 

season 2010-2011, he had financial difficulties.  He then approached the 
Manager of one of the branches of Equity Bank demanding to be loaned 

K100,000 immediately.  When the bank manager rejected the order on the 
ground that it was unprocedural, Chijere was very furious and dressed down 
the bank manager by reminding him that as a shareholder, he owned the 

bank, that the bank manager himself was in fact his employee whom he 
could dismiss any time; that the value of the shares he held in the bank was 

in excess of the petty K100,000 he was looking for and that in any case the 
K100,000 could be deducted from his estimated annual dividend.  To Mr 
Chijere’s disbelief, the bank manager stood his ground.  Furious, Mr Chijere 

has approached you for advice.  
 

Required: 

 
(i) Advise Mr Chijere.                 6 Marks 

 
(ii) Could the position be different if Mr Chijere was a majority 

shareholder?                  2 Marks 

(TOTAL : 20 MARKS) 

 

 

Continued/…… 
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3. (a) (i) Distinguish a fixed charge from a floating charge.             6 Marks 

(ii) In what circumstance does a floating charge become fixed? 4 Marks 

 
(b) (i) Outline the duties of a receiver.     3 Marks 

 (ii) In what instances is a receiver appointed?                              7 Marks 
       (TOTAL: 20 MARKS) 

 

4. Steel Merchants Ltd (SML) intends to go public and list on the Malawi Stock 

Exchange.  As a requirement,  it intends to make an invitation to the public to  
acquire shares in it.  The Chairman of the Board of Directors has approached you 
for advice on the procedure to follow in order to list on the Malawi Stock 

Exchange.                                                         
 

 Required: 

(a) Explain to him the following: 

 
(i) What a prospectus is.            2 Marks 

(ii) The requirements relating to a prospectus which must be complied 
with to make the invitation lawful.              10 Marks 

  

(b) (i) In what circumstances will SML be deemed to have made an  
  invitation to the public?                6 Marks 

 
(ii) In what circumstances will SML be deemed not to have made an 

invitation to the public?                2 Marks 

      (TOTAL: 20 MARKS) 

 

5. (a) State four ways in which an individual can become a member of a company 
  limited by shares.                  5 Marks 

 

(b) Mention four ways in which an individual can cease to be a member of a 
company limited by shares.                 5 Marks 

 
(c) Mention four acts which a company can not do except by special resolution. 

              4 Marks 

(d) The directors of Rainbow Hotels Ltd (RHL) intend to meet to pass a 
resolution in respect of some aspects of the company’s affairs.  
Unfortunately, all the directors are too busy to attend a meeting to discuss 

the business. 
 
 Required: 

(i) Advise the Company Secretary of RHL on how to go round this 
problem.       6 Marks 

 
(ii) Mention two types of companies limited by shares.              2 Marks 

(TOTAL : 20 MARKS) 

Continued/…… 
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6. (a) What are the remedies available to a holder of an unsecured debenture  
  against the company?                      6 Marks 

 

(b) What are the remedies available to a holder of a secured debenture against 

the company?                                                                                      8 Marks 
 
(c) Mention four categories of persons that are not eligible for appointment or 

competent to act as directors of a company.    4 Marks 

 

(d) How can a director of a company be removed from office?   2 Marks 

                (TOTAL: 20 MARKS) 
 

7. (a) State five statutory duties and powers of auditors.             10 Marks 

(b) International Timbers Ltd (ITL), once a thriving company, has suddenly 

gone into liquidation.  The shareholders set up a commission of enquiry 
headed by a High Court judge.  The enquiry has revealed that the auditors of 

the company never followed up or investigated clearly suspicious 
transactions conducted by the company directors. 

 

 Required: 

 

 Advise the liquidator on: 

(i) the liability, if any, or the auditors.               2 Marks 

(ii) the remedies, if any, available to the company.   3 Marks 

 

(c) What are the statutory provisions relating to: 

(i) the qualification of an auditor;      1 Mark 

(ii) the removal of an auditor?     4 Marks 
 (TOTAL: 20 MARKS) 

8. (a) Define the following terms: 
 

(i) Casual director 

(ii) Alternate director 

(iii) Shadow director                 9 Marks 

 
(b) What are the rules about the number of directors that a company may or 

must have?                     1 Mark 

 

(c) How does the position of managing director differ from that of other 
directors?                                                    5 Marks 

 

(d) Outline the circumstances in which a director who is not a managing 
director can exercise the power of a managing director to bind the company. 

       5 Marks 
       (TOTAL: 20 MARKS) 

E N D 


