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FOUNDATIONAL AND CONSTITUTIONAL ISSUES IN COMPANY LAW

Section B: Company law foundational issues 11

Candidates should answer ONE of the following TWO questions.

1.

‘I do not consider that Parliament intended in section 36C [Companies Act
1985] to determine the rules which should apply where an agent makes a
contract as agent on behalf of a principal then claims to enforce the contract.’
(Arden LJ in Braymist Ltd v Wise Finance Co Ltd (2002)).

Discuss.

Chad Ltd is a wholly owned subsidiary of Tree Plc. Frank, the managing
director of Chad Ltd, was asked some months ago to transfer all of the assets of
Chad Ltd to Tree Plc because of a financial crisis in Tree Plc. Frank did not
consider this the right thing to do and refused to do so. Tree Plc subsequently
used its majority shareholding in Chad Ltd to remove Frank as managing
director. Frank has since initiated a court action claming wrongful dismissal.
Tree Plc has appointed Jasper as the new managing director of Chad Ltd.
Jasper’s first decision was to comply with Tree Plc’s request to transfer all the
assets from Chad Ltd to Tree Plc. Frank has heard about Jasper’s decision and is
concerned that there are no assets left in Chad Ltd should he win his court
action.

Advise Frank as to whether a court would lift the veil of incorporation in these
circumstances and allow him to sue Tree Plc instead of Chad Ltd.
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