Bus 330 Company Law

Past Exam Questions


1.      "The courts will not allow the separate legal entity principle, firmly established in Salomon's case, … to be used where it might be unjust, and they will in exceptional circumstances lift the 'corporate veil' and look at the membership of the company." Discuss. (20 marks)
2. 
Lee and Chan are partners in a construction business operating under the name "Lee & Chan Associates" with an equal share in the management and profits; they currently rent a shop in Wanchai and would like to open a second shop in Eastern.  The ABC Bank is prepared to grant them a loan to refurbish new premises and to purchase additional stock, but insists that Lee and Chan give the bank personal guarantees to ensure repayment of the loan.
a) What are the advantages of their forming a limited liability company? (10 marks) 
b) How you would advise them on the choice of a name for registering their business as a limited liability company under the Companies Ordinance? (10 marks)
3.      Cheung and Wong are the directors of Small Ltd.  Cheung and his brother David have formed a company, CD Ltd, and have contracted to purchase materials from Small Ltd.  The purchase price was 20% below market price.  After the materials have been delivered to CD Ltd, CD Ltd goes into liquidation and is unable to pay Small Ltd.  Wong has recently discovered Cheung's interest in CD Ltd.
Discuss
a) the duties owed by Cheung to Small Ltd and the breaches, if any, arising from the above facts; (10 marks)
b) the remedies Small Ltd may have against Cheung if Cheung is found by the court to have breached his duties owed to Small Ltd. (10 marks)
