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SECTION A  [40 MARKS] 

QUESTION 1 MULTIPLE CHOICE [30 MARKS] 

 

1.1. The director of a company holds a fiduciary duty in a company. What is a fiduciary duty? 

A. Utmost good faith, avoid conflict of interest pursuit of the company’s benefit 

B. Care, diligence and skill 

C. Remuneration 

D. None of the above.                 [2 Marks] 

 

1.2. The following are duties of a director except: 

A. Fiduciary duty 

B. Care, diligence and skill 

C. Avoid conflict of interest 

D. Right to access company records.               [2 Marks]  

 

1.3. The first directors of a company at incorporation are appointed through: 

A. Extraordinary meeting 

B. Annual general meeting 

C. Articles of Association 

D. All of the above.                 [2 Marks] 

 

1.4. Mr. Patrick desires to be appointed a company director of Red Zone (Pvt) Limited. 

Recently Mr. Patrick has been declared insolvent by the High Court. 

On the basis of this situation, why would he be disqualified from appointment? 

A. Fraud 

B. Insolvency 

C. Theft 

D. Lack of share capital                [2 Marks] 

 

1.5. Directors may be entitled to remuneration. From the list below, which director is 

entitled to remuneration?  

A. Executive Director 

B. Non-executive Director  

C. Alternate Director 

D. Defacto Director                [2 Marks] 

 

1.6. Directors may be entitled to compensation. Which one is an example of compensation 

right for directors? 
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A. Payment for loss of position as director 

B. Right to get loans from the company 

C. Share dealing 

D. All of the above                [2 Marks] 

 

1.7. A director of a company may incur personal liability by: 

A. Compensation 

B. Continuing to act as a director once he/she has become unqualified 

C. Acting intra vires the statutes 

D. None of the above                [2 Marks] 

 

1.8. The board of directors, directors, auditors and company secretary all have a fiduciary 

duty towards the company. What is a fiduciary duty? 

A. Care, diligence and skill 

B. Duty towards creditors 

C. Acting beyond limitations of power 

D. Avoid conflict of interest, not obtain a secret profit and utmost good faith.        [2 Marks] 

 

1.9. The Board of directors is responsible for: 

A. Appointment of directors 

B. Appointment of Auditors 

C. Appointment of company secretary 

D. All of the above                [2 Marks] 

 

1.10. A company secretary must maintain statutory records in a company. What is the 

example of a statutory duty of the company secretary?  

A. Minutes of shareholder meetings 

B. Liability of directors 

C. Remuneration 

D. None of the above                [2 Marks] 

 

1.11. An auditor of a company is responsible to ensure accountability on management. Which 

statement below would assist the auditor achieve this duty? 

A. Involving the director in daily occurrences of the company 

B. Independence of the auditor 

C. Being an executive director together with holding the office of an auditor 

D. None of the above                [2 Marks] 

 

1.12. From the lists below, which one does not best capture the duties of an auditor? 

A. To account to the audit committee  
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B. Accounting oversight in a company 

C. Report to the Board of Directors 

D. To provide legal advice to the directors of the company           [2 Marks] 

 

1.13. Non-controlling interests in company law include: 

A. Members that have a little or no control over decisions of a company based on minority 

shares they hold 

B. Shareholder with ninety-nine percentage of the total shares in a company 

C. Power to veto company decisions 

D. All the above                 [2 Marks] 

 

1.14. Prejudicial conduct of business of the company may be remedied through an application 

by a member of the group holding non-controlling interests to the High Court. Which list 

below contain prejudicial conduct of company’s business?  

A. Loss of potential earnings by non-controlling interests holders without following 

company procedures 

B. Failure to declare a dividend 

C. Loss of business opportunities due to the company failing to maintain business markets 

D. All the above                 [2 Marks] 

 

1.15. Corporate Insolvency means: 

A. Inability of the company to meet its financial and material obligations to lenders 

B. Failure to have liquid cash 

C. The ability of the company to settle its debts when they become payable 

D. All the above                 [2 Marks] 

 

QUESTION 2 [10 MARKS] 

 

(a) Explain the qualification required to be appointed as a director in company law.  

                     [5 Marks] 

(b) Briefly explain the disqualification from appointment as a director.           [5 Marks] 

 

 

 

 

 

 

 



Page 5 of 5 
 

SECTION B [60 MARKS] 

Answer any three questions 

 

QUESTION 3 [20 MARKS] 

 

(a) Explain the fiduciary role of directors in company law. In your answer refer to case law 

and statutory provisions.                        [15 Marks] 

(b) The exercise of powers and duties of directors is so onerous. In this light, discuss the 

circumstances where directors may incur liability in their personal capacity.           [5 Marks] 

 

QUESTION 4 [20 MARKS] 

(a) State and in brief explain the role of the Board of Directors in a company.         [5 Marks] 

(b) Briefly discuss the liability of the Board of Directors.           [5 Marks] 

(c) Briefly discuss the qualification for appointment of a company secretary in a company. 

                    [5 Marks] 

(d) Explain the duties of a company secretary in a company.            [5 Marks] 

 

QUESTION 5 [20 MARKS] 

(a) Discuss briefly the qualification for appointment of Auditors.                      [5 Marks]   

(b) Identify and explain briefly any five duties of auditors.                       [5 Marks] 

                                                                                                     

(c) Explain in brief the rights of auditors in a company.           [5 Marks] 

          

(d) Identify and briefly explain any five conditions that may lead to the removal of an auditor 

in a company.                            [5 Marks] 

                                                                                                                       

 

QUESTION 6 [20 MARKS] 

(a) Explain briefly the justification for protecting non-controlling interests in a company.   

                                                                                                                              [5 Marks]                                                                                                                                                                                                                                                                 

(b) Explain in brief how the non-controlling interests in a company may be protected. [5 Marks]                                                                                                                                                                                                                                                                                                     

(c) Identify and briefly explain the benefits of voluntary liquidation.                                  [5 Marks]        

d) Explain briefly the role of liquidators during liquidation.                         [5 Marks] 

 

 
 

END OF EXAMINATION PAPER 


