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PCLL CONVERSION EXAMINATION JUNE 2019 
 

 

Title of Paper : 

 

Commercial Law – Part A 

 

Date 

 

: 

 

20 June 2019 

 

Time 

 

: 

 

9:00 a.m. – 9:10 a.m. (Reading Time)  

9:10 a.m. – 10:10 a.m. 

 

Instructions 

 

1. Write your candidate number on the cover of each answer book. 

Do NOT write your name in the answer book. 

 

2. Start the answer to each question or sub-question on a separate page of the 

answer book. 

 

3. Write your answers only in the answer books provided. 

 

4. This is a one-hour examination. 

 

5. This is an open book examination. 

 

6. Reading time for this paper is 10 minutes.  Do NOT begin writing in your 

answer books during this period until you are instructed to do so. 

 

7. This paper consists of 3 pages, including two questions. Candidates are only 

required to answer ONE question out of two. A total of 100 marks may be 

awarded. Candidates will score zero marks for that part if they answer more 

than one question from one part. 

 

8. The passing mark for this paper is 50 marks. 

 

 

 

                  

 

 

 

 

 

 

 

 

DO NOT OPEN THIS QUESTION BOOK 

UNTIL YOU ARE TOLD TO DO SO 



2 

PCLL Conversion Examination June 2019 
 

Commercial Law 
 

Part A: Sale of Goods 
 

Question 1 (100 marks) 

 

ANSWER BOTH PARTS a) and b) 

 

a)  Wheels Ltd sells a car to Alan on credit. Under the agreement signed in June 2017 between 

Wheels Ltd and Alan, Alan agrees to hire the car from Wheels Ltd with an option to 

purchase it after all the monthly instalments, which are 24 in total, have been paid. After 

paying the first six instalments, Alan sells the car to Brenda for HK$ 500,000 in January 

2018 and stops paying any further instalments. Brenda keeps the car for six months and then 

sells it to Charles for HK$ 350,000 in July 2018. Charles uses the car for nine months. In 

May 2019 two things happen. On 3
rd

 May 2019, after being informed by Wheels Ltd that 

Alan has not paid the remaining instalments, Charles informs Brenda that he wishes to 

terminate the contract and obtain a full refund of the price. On 4
th

 May 2019 Alan pays 

Wheels Ltd the balance of the price due and exercises his option to purchase the car. 

 

(i) Advise Charles as to his rights against Brenda and (ii) Advise Brenda as to any rights she 

may have against Alan.                        (40 Marks) 

 

b)  Advise Acme as to its remedies under the Sale of Goods Ordinance in each of the following 

situations: 

 

i. Acme buys goods from Everglad in Hong Kong in order to resell them to SST in Macau. 

SST has rejected the goods because they are unmerchantable. Can Acme reject the 

goods too?                (20 Marks) 

 

ii. Acme agrees to buy goods which are to be delivered in 12 separate instalments. The 

first two instalments are good and Acme uses the goods in the course of its business. 

However the next two instalments are unmerchantable. Can Acme reject the two 

defective instalments and refuse to take the remaining eight instalments?       (20 Marks) 

 

iii. Acme agrees to purchase 100 sacks of rice. 50 sacks of rice are delivered along with 50 

sacks of potatoes. Can Acme reject the 50 sacks of potatoes and keep the 50 bags of rice? 

In what way if any would your advice differ if 50 bags of rice are delivered in 

accordance with the contract as well as 50 bags of unmerchantable rice?        (20 Marks) 
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Question 2 (100 marks) 

 

ANSWER BOTH PARTS a) and b)  

 

a)  WWW sells computer equipment on the terms that all buyers must pay the full price before 

they can take delivery. Advise each of the buyers below, who have paid in full in advance of 

delivery, whether they are entitled to a refund where, before delivery, a fire has broken out at 

WWW’s premises destroying all the contents. 

 

I. Doris, after trying out a display mode, purchased 12 desktop computers from WWW for 

her business. WWW informed Doris that it has 13 of this model in stock and that it 

would arrange for delivery of the computers to WWW in one week’s time.    (20 Marks) 

 

II. Would your advice in I above differ in any way if Doris had agreed to collect the 

computers from WWW’s premises and the day before the fire a WWW employee had 

left 12 desktop computers beside the cashier with a note beside them saying “Paid for, 

Doris to collect”?              (10 Marks) 

 

III. Gary was impressed by a particular desktop computer on display. It was a Yama X Pro 

975. WWW had none in stock and so it was agreed that WWW would order one from 

the Japanese manufacturer. The computer had arrived just a day before the fire broke 

out and Gary had been informed he could come to the store to collect it.        (10 Marks) 

 

IV. Molly agreed to buy the display model that Doris had seen at a discounted price. WWW 

agreed to install some additional software in it before she came to collect it.   (10 Marks)  

 

b)  Tony runs an online business in Hong Kong selling computer equipment. He purchased 

some equipment from WWW and paid for it by way of a cashier’s order issued by a Hong 

Kong bank. WWW allowed Tony to take away the equipment. Three days later, WWW was 

informed by the bank that the cashier’s order was a forgery and therefore it cannot be 

honoured. WWW immediately reported the forgery to the police and asked them to find its 

equipment. In the meantime, Tony has disappeared and WWW eventually traced the 

equipment to Victor. Victor informed WWW that he purchased the computer equipment 

from Tony online and paid Tony the agreed price. Victor is refusing to return the equipment, 

telling WWW “I paid Tony the normal market price for it. It is legally mine. You cannot 

have it back.”  

 

 Advise WWW.               (50 Marks) 

 

 

 

 

~ End of Examination Paper ~ 



1 

PCLL CONVERSION EXAMINATION JUNE 2019 
 

 

Title of Paper : 

 

Commercial Law – Part B 

 

Date 

 

: 

 

20 June 2019 

 

Time 

 

: 

 

10:25 a.m. – 10:35 a.m. (Reading Time)  

10:35 a.m. – 11:35 a.m. 

 

Instructions 

 

1. Write your candidate number on the cover of each answer book. 

Do NOT write your name in the answer book. 

 

2. Start the answer to each question or sub-question on a separate page of the 

answer book. 

 

3. Write your answers only in the answer books provided. 

 

4. This is a one-hour examination. 

 

5. This is an open book examination. 

 

6. Reading time for this paper is 10 minutes.  Do NOT begin writing in your 

answer books during this period until you are instructed to do so. 

 

7. This paper consists of 3 pages, including two questions. Candidates are only 

required to answer ONE question out of two. A total of 100 marks may be 

awarded. Candidates will score zero marks for that part if they answer more 

than one question from one part. 

 

8. The passing mark for this paper is 50 marks. 

 

 

 

                  

 

 

 

 

 

 

 

 

DO NOT OPEN THIS QUESTION BOOK 

UNTIL YOU ARE TOLD TO DO SO 
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PCLL Conversion Examination June 2019 
 

Commercial Law 
 

Part B: Personal Property 
 

Question 1 (100 marks) 
 

Harry owns and operates a business consultancy as a sole proprietor. The business is 

doing quite well. Harry has a quite a few wealthy clients. The business is not cash rich as 

the clients do not always pay on time and there may be at any one time quite a large sum 

of receivables recorded in the accounts. Presently, John Lee (“Lee”), one of Harry’s 

clients, owes HK$600,000 to Harry’s business. 
 

On 10 June 2019, Harry, while chatting with his nephew, Robert, who runs a small 

orphanage, and feeling generous, assigned in writing Lee’s debt of HK$600,000 to 

Robert. Harry wrote out the assignment on a piece of paper, dated it 10 June 2019 and 

signed it. On 14 June 2019, Robert telephoned Lee and told him Harry had assigned 

Lee’s debt to him. 

 

On 12 June 2019, Harry was running a little low on cash. When he was having dinner 

with his close friends, Albert and Michael, Harry asked Albert to buy Lee’s debt off him 

for HK$300,000. Albert agreed. Harry then said to Albert, “as our friend here, Michael, is 

our witness, I assign to you all my interest in and to the debt John Lee owes me in the 

amount of HK$600,000.” Albert then electronically transferred HK$300,000 into Harry’s 

bank account by using his mobile phone. On 17 June 2019, Albert wrote a letter signed 

by him to Lee notifying Lee that Harry had assigned Lee’s debt to him. 

 

In mid-June 2019, Harry was being pressed by his landlord, Kelvin Wong (“Wong”) to 

pay HK $400,000 rental arrears owing on the office premises Harry leased from Wong.  

Wong agreed to an assignment of HK$400,000 of Lee’s debt to settle the rental arrears.  

Wong’s solicitors then prepared a deed of assignment to be executed by Harry assigning 

to Wong his interest in the HK$400,000 which Lee owes him. As Wong was not in Hong 

Kong, he had his brother execute the deed of assignment for him on 15 June 2019 under a 

power of attorney. On the same day, Wong notified Lee by a letter signed by him of the 

assignment of HK$400,000 of Lee’s debt. However, the letter erroneously referred to the 

assignment being made on 14 June 2019.  

 

At all times, Albert, Robert and Wong were unaware of the assignments which Harry had 

made to the others. 

 

Advise Albert, Robert and Wong on their respective claims against Lee on the debt Lee 

owes to Harry. 
 

Question 2 (100 marks) 
 

On Monday, Esther found two of her expensive watches, a Miller watch and a Piquet 

watch, not working. She took them to Walter’s Fine Watches (“WFW”), a luxury watch 

dealer and repairer, to be repaired. Esther knows Walter, the sole proprietor of WFW, well 

and she has been his customer for many years.   
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After examining the watches, Walter told Esther there was nothing wrong with the  Miller 

watch as it only needed to be rotated a certain way to start its self-winding mechanism 

working. He told her that as nothing therefore needed to be done to the Miller watch, 

Esther could come collect the same at any time.    

 

The Piquet watch, however, was broken and Walter had to order a replacement part from 

the manufacturer which would take a few days. In the meantime, Walter told Esther he 

would also do some maintenance work on the Piquet watch. No document was executed 

in respect of these services. Walter also told Esther that, as he usually does for regular 

customers, he would arrange for the wrist band on the Piquet watch to be cleaned at no 

extra charge.  

 

As Esther was going out of town and would not be returning until Saturday morning, she 

said to Walter, “Please keep the Miller watch for me and I will collect it together with the 

Piquet watch when that one is repaired.” Walter said “Sure, no problem” and placed the 

Miller watch in his desk drawer for safekeeping rather than in the safe where he keeps his 

other watches.   

 

On Thursday when the Piquet watch had been repaired, Walter arranged for the Piquet 

watch to be courier delivered to Expert Cleaners (“EC”), a business (owned and operated 

by Richard, Walter’s uncle) whom Walter had always used for watch cleaning. Walter had 

delivered to EC the Piquet watch in its original case. Unknown to Walter and EC, Esther 

had placed a diamond pendant underneath the cushion on which the Piquet watch sat.  

When the Piquet watch was at EC, the diamond pendant was stolen. EC had a clause in 

their contract with WFW excluding liability for any damage to the items deposited or for 

the loss of any items other than the watches received from the customer for cleaning. The 

legal effectiveness of this exemption clause is not disputed. The Piquet watch was 

delivered back to WFW by courier on Friday. 

 

On Saturday morning, Walter found his shop was broken into during the night and the 

Miller watch stolen. Nothing else was taken. Walter reported the matter to the police but 

was told there is very little chance the Miller watch could be recovered. 

 

When Esther came to collect her watches on Saturday afternoon, she was upset to find 

both the Miller watch and the diamond pendant gone. She also found scratches on the 

face of the Piquet watch. It was later determined that this damage occurred when it was at 

EC. 

 

Esther and Walter got into a heated argument about the responsibility for the loss and 

damage which ended with Esther refusing to pay the repair bill for the Piquet watch and 

Walter refusing to hand over the Piquet watch to Esther until full payment of the repair 

bill and courier charges incurred for the delivery of the Piquet watch to and from EC. 

 

Advise Esther as to what rights, if any, she may have against WFW and EC respectively 

in respect of the damage to the Piquet watch and the loss of the Miller watch and the 

diamond pendant.  

 

~ End of Examination Paper ~ 



1 

PCLL CONVERSION EXAMINATION JUNE 2019 
 

 

Title of Paper : 

 

Commercial Law – Part C 

 

Date 

 

: 

 

20 June 2019 

 

Time 

 

: 

 

11:50 a.m. – 12:00 p.m. (Reading Time)  

12:00 p.m. – 1:00 p.m. 

 

Instructions 

 

1. Write your candidate number on the cover of each answer book. 

Do NOT write your name in the answer book. 

 

2. Start the answer to each question or sub-question on a separate page of the 

answer book. 

 

3. Write your answers only in the answer books provided. 

 

4. This is a one-hour examination. 

 

5. This is an open book examination. 

 

6. Reading time for this paper is 10 minutes.  Do NOT begin writing in your 

answer books during this period until you are instructed to do so. 

 

7. This paper consists of 3 pages, including two questions. Candidates are only 

required to answer ONE question out of two. A total of 100 marks may be 

awarded. Candidates will score zero marks for that part if they answer more 

than one question from one part. 

 

8. The passing mark for this paper is 50 marks. 

 

 

 

                  

 

 

 

 

 

 

 

 

DO NOT OPEN THIS QUESTION BOOK 

UNTIL YOU ARE TOLD TO DO SO 
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PCLL Conversion Examination June 2019 
 

Commercial Law 
 

Part C: Consumer Credit and Protection 
 

Question 1 (100 marks) 

 

Nicholas has always lived his life beyond his means. In November 2018, he lost his job 

and found himself in a lot of financial trouble. He started to borrow from friends, 

relatives and acquaintances.  

 

Nicholas also borrowed HK$500,000 from his youngest sister, Rose. It was agreed this 

loan should be repaid no later than 15 November 2018. However, Nicholas did not repay 

this loan on the due date. During the period of late November 2018, Nicholas was 

bombarded with text messages from Rose asking him to repay the loan as she was really 

in desperate need for cash herself. Rose at one point texted “if you still do not repay the 

loan, I don’t know how we can remain as family” and at another time, “I am going to tell 

mother about your irresponsible behaviour.” In addition, Rose’s husband had gone to 

where Nicholas lived several times in the early morning hours, banging on his door and 

shouting abuse, causing Nicholas’ neighbours to complain to the property management 

office. On 30 November 2018, Nicholas repaid Rose’s loan in full. 

 

On 6
th

 March 2019 in order to ease his cash flow problems, Nicholas took an antique 

clock which his grandmother had given him to Quick Cash (“QC”), a licensed 

pawnbroker, to obtain a loan. After examining the antique clock, QC gave Nicholas a 

loan of HK$70,000. QC took the antique clock as security for the loan and gave Nicholas 

a ticket for it. In fact, the antique clock is worth HK$200,000. On 11 March 2019, 

Nicholas went back to QC to ask for a second loan of HK$20,000. QC granted Nicholas 

this second loan secured by the same antique clock and gave him a new ticket in place of 

the old one. 

 

The two loans were on exactly the same terms: 

 principal repayment and interest payment to be made in three equal monthly 

instalments on the 1
st
 day of every month with the first instalment to be paid on 1 

April 2019 

 interest to accrue at 3% per month on whatever may be outstanding on the loan 

instalments. 

 

Nicholas has not repaid any part of the two loans nor paid any of the interest due on 

them. 

 

On 6 June 2019, one of Nicholas’ largest creditors filed a bankruptcy petition and a 

bankruptcy order was then made against Nicholas on 13 June 2019. 

 

Advise the trustee in bankruptcy on the legal effect of each of the above transactions that 

Nicholas entered into. 
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Question 2 (100 marks) 

 

Amanda has a difficult relationship with her husband Bert. Bert is very dominating and 

has told Amanda on many occasions “in our marriage I look after our business and you 

look after the children.” Their business was in financial difficulty. In May 2017 Bert, in 

order to improve the situation, asked Amanda to sign a guarantee agreement with Miser 

Bank under which she charged a flat that she owned as security for a loan of HK$ 5 

million that Miser Bank made to Bert so that he can use the loan to ease the business’s 

financial difficulties.  

 

In February 2018 Bert went to see Amanda’s mother Celia. Celia was 80 years old and 

had recently inherited HK $100 million. Bert asked Celia to let him have some of her 

inheritance in return for a share in the profits of his business. Celia has always liked Bert 

and had often said to him “I regard you as my son and if I can help you in any way you 

only have to ask.” She told Bert “Of course I will help you” and she signed, without 

reading, an agreement that Bert placed before her agreeing to give Bert HK$10 million in 

return for a 10% share in the profits. 

 

The financial injection provided by Miser Bank and Celia for a time improved the 

business and in May 2018 in order to expand the business Miser Bank agreed to increase 

the loan to HK$10 million. In the agreement to increase the loan it was stated that the 

increase was also being secured by Amanda’s May 2017 guarantee. In February 2019 

Bert decided to open a new business and to finance it he entered into a new loan 

agreement with Miser Bank for HK$5 million. Again Amanda’s May 2017 guarantee was 

stated as being security for the loan. Amanda was never told about these two agreements 

but accidentally discovered their existence when clearing up some papers that Bert had 

left at home.   

 

Amanda has now separated from Bert and Celia, after discovering how badly Bert has 

treated her daughter, is no longer in good terms with Bert and regrets making the 

agreement with him. 

 

a)  Advise Amanda and Celia who wish to terminate their agreements with Miser Bank 

and with Bert respectively.                        (90 Marks) 

 

b)  In the case of Amanda would your answer differ in any way if there was a term in the 

guarantee agreement with Miser Bank that the guarantee agreement covered “all 

monies, obligations and liabilities now or at any time hereafter due, owing or 

incurred to the Bank by the Debtor whether on any banking or other account or 

otherwise in whatever manner and whether actual or contingent and in whatever 

currency.”                                     (10 Marks) 

 

 

 

 

 

~ End of Examination Paper ~ 
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