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Sample Examination Question
The senior partner of your firm has handed you the following file with
instructions to prepare a draft opinion for him. He will be meeting the client
shortly and needs to have a first cut of the advice that will be rendered.
Your client is Mr Abel Tan. He holds 20% of the shares of Golden Fortune
Trading Pte Ltd. 30% is held by his half-brother Baker. A further 30% is held by
Mdm Doris Yong, the widow of Charlie Tan, another half-brother. The company
was founded by their father, the late G F Tan, who ran it in the usual autocratic
Chinese fashion while he was alive. Baker, his eldest son by his first wife, was
the Managing Director, a post he continues to hold. During G F’s lifetime he
would instruct Baker what to do. The board of directors consisted of Baker,
Charlie and Eldon Tan (G F’s third son, also by his first wife). Abel was only
appointed to the board three years ago, just before G F’s death.
The company’s business is the importation of abalone for the Singapore market.
This trade depends almost entirely on personal contacts with suppliers in China.
When Abel joined the board he discovered that the Chinese suppliers actually
ship the goods to a Hong Kong company, New Fortune Seafood (Hong Kong)
Ltd. As far as Golden Fortune’s records show, New Fortune is the major supplier
to Golden Fortune, accounting for well over 80% of the business on average. It
does not appear to be related to Golden Fortune. A suspects that New Fortune
is owned by Baker and Charlie but has been unable to obtain confirmation of
this. His information was gleaned from conversations with employees of Golden
Fortune. Baker has been the one running the business since G F was
incapacitated by a stroke 10 years ago (Your client was in university then and
took no part in the family business). Charlie occasionally dealt with suppliers
when Baker was otherwise engaged, but since Charlie’s death two years ago, the
business has been in Baker’s hands exclusively.
Your client was busy with his career and paid little attention to the business. He
only agreed to become a director because his mother (G F’s second wife) had
insisted that their family needed to be represented. There have been no formal
board meetings since he became a director at the beginning of 2007. Whenever
papers were sent to him, he signed them. As he did not keep copies, he has
only a vague recollection that these were customs forms and various documents
from banks in relation to the financing of the business. He can recall signing off
on the company’s accounts. When G F died at the end of 2007, his estate was in
a mess and Abel was involved in sorting it out. In the course of this, he became
aware that Golden Fortune appears to have been under-declaring the value of
the abalone imports, for reasons that he cannot fully understand. He suspects
that this may be part of some elaborate tax avoidance or money-laundering

29 July 2010

4

scheme. His half-brother Baker Tan is rumoured to have triad connections in
Hong Kong, but again he cannot prove this.
Abel Tan has approached your firm for advice. He is worried about his exposure
should his worst fears be realized and the company is exposed to be carrying on
an illegal tax-avoidance or money-laundering scheme. He wants to know what
liabilities he might face and what he should do next.
Pointers on answering the question
Before answering, note the following:
(1)

Clients never give you all the facts from the start, unlike hypothetical
questions typically set in examinations. When reading the question, you
should ask yourself whether you need more information. For instance, the
alert student will have noted that the shareholdings of Baker, Doris and
your client do not add up to 100%. You might also note that there is very
little information about Eldon, beyond the fact that he is a director. What
questions would you pose to the client? Why? You must explain the
significance of what you seek. Knowing what questions to ask is a vital
part of the job.

(2)

Do not be afraid to go beyond what the client asks if you see that there is
a problem that might seriously affect him. In this case, the client wants
to know what his exposure is. But this does not mean that you should not
indicate that there is a possibility that the controllers of the company are
diverting profits and enriching themselves at the expense of the company.
The fact that New Fortune is owned by Baker and Charlie (or his
successors after his death) should raise some red flags.

(3)

Clients do not come to you for a learned exposition of the law and its
current problems. They want advice. You must suggest what they should
do next. Give concrete suggestions. Should your client resign as
director? How can he get more information about the company’s business
if his half-brothers refuse to cooperate?

(4)

Do not panic if you do not know the answer to any issue that you spot,
nor be unduly disturbed if you feel that you have not covered everything.
In practice, it is a rare lawyer who can in two hours at the first sitting deal
with every issue that a client’s instructions raise. It is enough that you
are able indicate the lines for further research.
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Grading is on a distinction/pass/fail basis. The question is deceptively simple but
raises several difficult issues. There is scope for a good candidate to shine.
There is also the possibility that an inadequately-prepared candidate will be
completely stumped and unable to see any issues. Do not let the open-book
format lull you into complacency. An open-book examination means that you do
not have to waste energy on memorizing peripheral information like case names
or section numbers. Know where to look. Make sure that your material is
properly organized for quick access. It is impossible to read-up on the spot. The
textbook is a comfort, but if you are not familiar with the principles, the
examination hall is not the place to remedy the deficiency.
A candidate will pass if he deals with the two major issues that would affect the
client, viz, the liablility of a director where the company is involved in criminal
acts and his potential civil liability where he has not been paying attention to the
business. A candidate who does not deal with both the issues will fail; he will be
no use to his client if he cannot spot the obvious dangers. The client comes to
you to be guided. If you do not alert him to the possibility that he could be
criminally and civilly liable, you have failed to do your job.
The difference between a candidate who gets a distinction and one who merely
passes lies in the quality of the advice given to the client; this is the difference
between someone who will be an excellent corporate lawyer and one who is
merely adequate. In giving your advice, you may want to consider the possibility
of an oppression action or even winding up of the company if the controlling
faction does not give your client the information he needs. Will an application to
court to be excused from civil or criminal liability be possible? Is the client at risk
of being disqualified from directorship and management of companies if the
company is indeed involved in criminal activities? If the Hong Kong company is a
front for Baker and Charlie (or whoever took over his share), can the veil of
incorporation be pierced? Is there a possibility of bringing a derivative action
against the controllers if they have breached their duties to the company?
A final word of comfort: most candidates will pass, whether on the first attempt
or after the supplementary examination.

