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Text 1

Dave Carter and his wife, Elspeth, set up their own hot air ballooning company during the economic
boom of the mid 1990s. Trading as a private limited company, with Dave and Elspeth as the only
directors, the Carters enjoyed considerable success for over a decade. Dave, a fully licensed balloon
pilot, guided customers over beautiful countryside, providing a thrilling ride and breathtaking scenic
views. Elspeth, a catering graduate, prepared a freshly-made luxury picnic, packaged in a wicker
hamper, for customers to enjoy during their fabulous journey.

Sadly, in 2008, despite their greatest efforts, the recession took its toll. The Carters’ hot air ballooning
company was forced into compulsory liquidation. Dave and Elspeth lost all of the savings they had
invested in the business and their means of earning a living. To make matters worse, for failing to
keep proper accounting records and the non-submission of tax returns, the Carters faced company
director disqualification. Both Dave and Elspeth were banned from setting up another company for
the next five years.

1

Refer to Text 1.

(a) Describe two documents which the Carters would have had to produce in order to set up
their hot air ballooning business as a private limited company.
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3
(b) What is the legal role of a company director?

(d) Explain four steps which must be carried out if a company such as the Carters’ hot air
ballooning company goes into compulsory liquidation.
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Text 2

Within a few months, Dave, managed to find a job as a health and safety officer at the local airport.
He disliked the early morning starts but valued the security his paid employment brought to the
family. One morning, whilst listening to Dave complaining about having to make his sandwiches
for work, Elspeth had an idea for how to put her catering expertise to good use — she could make
sandwiches and deliver them daily to people at their places of work. She could target the airport,
nearby industrial estates and out-of-town offices, providing workers with a quick, convenient, healthy
and reasonably priced lunch.

Dave supported the sandwich business idea but knew that they had insufficient savings to finance the
venture. “Premises, a delivery van and catering equipment all cost money”, he said. “Furthermore,
running a business on your own is a lot to take on.” Disqualified as a company director for five
years, and, therefore, unable to set up a company, Dave advised Elspeth to consider trading as a
partnership. “That way a partner could contribute capital to the business”, Dave explained. Janette,
Dave’s sister, seemed the ideal choice of partner: recently made redundant, she had time and
funds and, being a trained bookkeeper, had the financial and administrative skills which both Dave
and Elspeth lacked.

Elspeth approached Janette with the partnership proposal. After due consideration, Janette was
pleased to accept. Lightening Lunches, trading as a partnership, was formed in July 2009. The
partners found a catering unit available to rent on the outskirts of the town. They signed a contract
with the landlord, Origin Ltd, for the rental of the catering unit for three years. The majority of the
catering equipment was bought using capital Janette had introduced into the business. A delivery
van was bought on credit. Trading commenced in September 2009.

2 Refer to Text 2.

(a) State three legal provisions of the Partnership Act.

©OCR 2011 Turn over



6

(b) Evaluate the issues Elspeth and Janette are likely to face from having to operate their
sandwich business as a partnership rather than as a limited company.
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............................................................................................................................................ [14]
(c) Elspeth and Janette bought the delivery van on credit.
State two provisions of the Consumer Credit Act.
L PP
2
.............................................................................................................................................. [2]
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8
(d) Lightening Lunches has a contract with Origin Ltd for the rental of the catering unit.

Outline four ways in which the contract between Lightening Lunches and Origin Ltd could be
terminated.

[Total: 27]
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Text 3

Sales in the first six months at Lightening Lunches were disappointing and Janette secretly thought
that she had made a very big mistake. She need not have been concerned, however, as the
breakthrough Lightening Lunches needed was just around the corner.

Elspeth, used to preparing picnics for the hot air balloon flights, came up with the idea of making,
not only sandwiches, but complete packed lunches. Janette was sceptical, but took on the task of
conducting the market research. The response from industry was very poor, but the response from
schools, especially primary schools, was extremely positive. Elspeth and Janette decided to give
the idea a go. The idea was a massive success and orders for child-sized complete packed lunches
came flooding in.

The packed lunches proved so popular that Lightening Lunches needed to expand to keep up with
demand. Elspeth ordered machines to speed up production: two electric food slicing machines, an
automatic wrapping and labelling machine and an industrial sized dishwasher. Janette advertised
and interviewed for staff. Lightening Lunches appointed ten employees: seven kitchen staff, two
office workers and one van driver. Those employed to work in the kitchen received full health and
safety training. All of the staff were paid the national minimum wage.

Every employee was issued with a contract of employment and, with the exception of one of the
kitchen staff who frequently arrived late for work, all went well.

3 Refer to Text 3.
(@) (i) Describe how common law is created.
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...................................................................................................................................... [4]
(iii) Explain two common law duties the kitchen staff have as employees of Lightening

Lunches.

3 ST UUPPPPTRPP
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(b) (i) What is the maximum length of time the law gives an employer to issue a contract of
employment to a newly appointed member of staff?

(ii) Suggest three specific items Elspeth and Janette should include in their employees’
contracts of employment.

3 ST UUPPPPTRPPR

2P

PRSP

...................................................................................................................................... [3]

(c) Explain one way in which Lightening Lunches can avoid breaking the law relating to wrongful
dismissal.

.............................................................................................................................................. [2]
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(d*) Otherthan the impact of the law on wrongful dismissal, evaluate the likely effects of employment
protection legislation on Lightening Lunches now that staff have been employed.
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Text 4

Elspeth and Janette were proud of Lightening Lunches’ unblemished health and safety record.
However, in October 2010, things were about to change. Elspeth secured a contract to supply
sandwiches and cartons of fresh fruit salad to the local hospital. Within weeks of accepting this
contract two potentially serious incidents had occurred.

Incident One
Whilst delivering sandwiches to the local hospital, Sanjeera, their driver, crashed the van into the
hospital car park attendants’ booth. The booth was destroyed, the ticket barrier smashed and the
ticket machine broken. The van was dented, the hospital’s property damaged, but remarkably no
one was hurt.

Incident Two

Connor and Ali, kitchen staff working on the hospital fresh fruit salad order, had a competition
between themselves to see who could slice the pineapples fastest. Connor, despite training he
had been given, removed the safety guard from the slicing machine in order to speed up the
slicing. Ignoring the warning signs clearly displayed on the machine, he operated the slicer at full
power (something which should only be done when slicing hard vegetables, such as carrot and
potato). When juice dripped onto his hands he did not stop to wipe them. The inevitable happened
— Connor’s hand slipped, slicing off the tip of his middle finger. Connor required hospital treatment
and had to take four weeks off work.

4

Refer to Text 4.

(a) Explain three ways in which the Health and Safety at Work Act may impact on Lightening
Lunches.
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(b) Explain how the law relating to vicarious liability would make Lightening Lunches liable for
the damage caused to the hospital’s property in Incident One.
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(c) Connor injured himself at work. Explain two reasons why contributory negligence may
apply in Incident Two.
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(d) Evaluate the extent to which Elspeth and Janette ought to be concerned about the recent
increase in health and safety related incidents at Lightening Lunches.
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