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1st Plaintiff, 

2nd Plaintiff, 

3rd Plaintiff, 

1st Defendant, 

2nd Defendant, 

ELIZABETH THE SECOND, by the Grace of God, of the United 
Kingdom of Great Britain and Northern Ireland and of Our other realms and 
territories Queen, Head of The Commonwealth, Defender of the Faith: 
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To: Lau Yiu Long and Benjamin Lau Kam Ching both of No. 33, Wing 
Lok Street, Ground Floor, Victoria in the Colony of Hong Kong. 

We command you that within eight days after the service of this writ on 
you, inclusive of the day of service, you do cause an appearance to be entered 
·for you in an action at the suit of Pao On, Ho Mei Chun and Pao Lap Chung 
all of No. 238, Sha Tsui Road, ·Third Floor, Tsuen Wan, New Territories in 
the Colony of Hong Kong, and take notice that in default of your so doing, 
the plaintiff may proceed therein, and judgment may be given in your absence. 

Witness The Honourable Sir Geoffrey Briggs Chief Justice of Our said 
10 Cour.t, this tBth- day of May-1-9-9-4: 

~ -Jtme i-91-4. 
-%9-th Nev:- -l-9-1-4. 
14th July 1975. 

J. R. OLIVER G 
Registrar. ~ 

Note:-This writ may not be served more than twelve calendar months after 
the above date unless renewed by order of the Court. 

Directions for Entering Appearance 

20 The Defendant may enter an appearance in person or by a Solicitor 
either ( 1) by handing in the appropriate forms, duly completed, at the Registry 
of the Supreme Court in Victoria, Hong Kong, or (2) by sending them ,to the 
Registry by post. 

Note:-If the Defendant enters an appearance, then, unless a summons for 
judgment is served on him in the meantime, he must also serve a 
defence on the solicitor ljjor the Plaintiff within 14 days after the last 
day of the time limited for entering an appearance, otherwise judg­
ment may be entered against him without notice. 

STATEMENT OF CLAIM 

30 1. The 1st and 2nd Defendants were at all material times f 
Fu Chip Investment Company (hereinafter referred to as "Fu , '1...•-~~ 

2. In consideration of the 1st, 2nd and aintiffs agreeing at the 
1st and 2nd Defendants' request to se u Chip under an agreement dated 
27th February 1973 (herein e erred to as "the said agreement") made 
between the Plainti en Wan Shing On Estate Company Limited (here­
inafter ref o as "the Company") and Fu Chip all of the Plaintiffs' shares 

. ompany for the consideration of $10,500,000.00 by the allotment of 

- 10-
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4,200,000 ordinary shares of $1.00 each in Fu Chip and that the mar et In the Supreme 

price for each said Fu Chip share was deemed to be $2.50 under the aid H~~;~~~g 
agreement, the 1st and 2nd Defendants High Court 

(i) agreed and guaranteed that the closing market value on t follow­
mg marketing date immediately after 30th April 1974 for ,520,000 
shares in Fu Chip (being 60% of the said 4,200,000 share should be 
$2.50 per share that is a total value of $6,300,000.00. 

(ii) agreed to indemnify the Plaintiffs and keep them in emnified against 
any damages, losses and other expenses which the Pl · tiffs may sustain 
or incur in the event of the closing market price fo shares in Fu Chip 
according to the Far East Exchange Limited fallin short of $2.50 per 
share on the following marketing date immedi tely after 30th April 
1974. 

The said agreement is evidenced by a document ated 4th May 1973 signed 
by the 1st and 2nd Defendants to which the Pl tiffs will refer at trial for 
its full terms and effect. 

3. The marketing date immediately llowing after 30th April 1974 
was 1st May 1974. The closing market ·ce for shares in Fu Chip according 
to the Far East Exchange Limited on t May 1974 was $0.36 per share 

No. 1 
Further Re­
amended Writ 
of Summons 
and Statement 
of Oaim 
lOth May 1974 
(continued) 

20 and thus fell short of $2.50 per share 

4. By reason of the forego· 
and suffered loss and damage. 

Plaintiffs have sustained, incurred 

hares in Fu Chip at $2.50 per share 6,300,000.00 

The value of 2,520,0 shares in Fu Chip at $.36 per share 907,200.00 

Difference 5,392,800.00 

5. endants have failed to indemnify the Plaintiffs against the 
said loss and amage or any part thereof in spite of the Plaintiffs' demands. 
And the Pla · tiffs claim: 

30 (i) 

(ii) 

(ill) 

ages in the said sum of $5,392,800.00. 

-11 
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10 

20 

FURTHER RE-AMENDED STATEMENT OF CLAIM: 

1. The 1st and 2nd Defendants were at all material times directors of 
Fu Chip Investment Company (hereinafter referred to as "Fu Chip"). 

2. In consideration of the 1st, 2nd and 3rd Plaintiffs orally agreeing 
in the middle of February 1973 (the exact date of which the Plaintiffs cannot 
now remember) at the 1st and 2nd Defendants' request to sell to Fu Chip 
aaeer aa ag~"eemeat El!Hea 27tli Feenuiey 1973 (herei:Hafter referred to as 
"ta@ saia ~@meat") maee het·weea tlie · Plaiftt:ifts Tseeft \Vflft Smng Oft 
&tate Compan, Limited (hcreinafter rcfened to as " the Company") and f'u 
~ all of the Plaintiffs' shares in the Cetnt'Ml' Tsuen Wan Shing On Estate 
Company Limited (hereinafter referred to as "the Company") for the con­
sideration of $10,500,000.00 to be satisfied by the allotment of 4,200,000 
ordinary shares of $1 each in Fu Chip and tbat tbe maiket Fi~e fer @a~B. 

saie ~1:1 Cl:H.p saares was aeeffiea te ae $2.SO Hfteler the said agreement, the 
1st and 2nd Defendants. 

(i) agreed and guaranteed that the closing market value on the following 
marketing date immediately after 30th April 197 4 for 2,520,000 shares 
in Fu Chip (being 60% of the said 4,200,000 shares) should be not 
less than $2.50 per share that is a total value of not less than 
$6,300,000.00. 

(ii) agreed to indemnify the Plaintiffs and keep them indemnified in 
respect of the said 2,520,000 shares against any damages, losses and 
other expenses which the Plaintiffs may sustain or incur in the event 
of the closing market price for shares in Fu Chip according to the Far 
East Exchange Limited falling short of $2.50 per share on the following 
marketing date immediately after 30th April 197 4. 

(hereinafter referred to as "the said oral agreemem"). The said oral agree­
ment is evidenced by a document dated 4th May 1973 signed by the 1st and 
2nd Defendants to which the Plaintiffs will refer at trial for its full terms and 
effect. 

3. By a written agreement dated 27th February 1973 (hereinafter 
referred to as "the said written agreement of sale and purchase") made between 
the Plaintiffs the Company and Fu Chip the Plaintiffs agreed to sell and Fu 
Chip agreed to purchase all of the Plaintiffs' shares in the Company for the 
consideration of $10,500,000.00 by the allotment of 4,200,000 ordinary 
shares of $1 each in Fu Chip upon the terms therein set out. · 

4. In the alternative to paragraph 2 above: 
(1) On 27th February 1973 the 1st, 2nd and 3rd Plaintiffs signed the 
said written agreement of sale and purchase at Golden City Restaurant 
in the presence of the 1st and 2nd Defendants; 
(2) At the same time and place the 1st, 2nd and 3rd Plaintiffs signed 

- 12-
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20 

30 

40 

a document (hereinafter referred to as "the said document") believing 
the same to record the said oral agreement set out in paragraphs 2(i) 
and 2(ii) above. 
(3)(a) The said written agreement for sale and purchase was handed 
over to the Plaintiffs at or aboat 1 p.m. on 27th February 1973 when 
the Plaintiffs the 1st Defendant and Chow Hin Yau of Messrs. Hastings 
& Co. met for lunch at the said Golden City Restaurant. In the course 
of the said lunch the said Chow explained the contents of the said 
written agreement for sale and purchase to the Plaintiffs and the 1st 
Defendant informed the Plaintiffs that the document containing the said 
guarantee and indemnity was not available as it was in the possession 
of the 2nd Defendant. The said Chow left after lunch at about 1.45 
p.m. before the 2nd Defendant arrived sometime after 2 p.m. with the . 
said document. 

(b) There was insufficient time for the 1st, 2nd and 3rd Plaintiffs 
to go through tk~ s~ie u'l:itt~R :ilgr~sRlSRt fer sale aRe -paPskass aRd the 
said document thoroughly as the Defendants stated that ~ the said 
written agreement for sale and purchase and the said document must 
be rushed to Messrs. Yung, Yu, Yuen & Co. for the Solicitor's signature 
and then to the Far East Exchange Limited. 
(4) The said document in fact contained an agreement dated 27th 
February 1973 under which the 1st, 2nd and 3rd Plaintiffs agreed to 
sell to the 1st Defendant 2,520,000 shares in Fu Chip for the price of 
$6,300,000.00 and completion thereof would take place on or before 30th 
April 1974. 
(5) After their signature the Plaintiffs were not given and did not have 
a copy of the said Written agreement for sale and purchase or the said 
document. 
(6) In late April 1973 one Chan Kwai Wah then a member of the 
Company's staff acting on the Plaintiffs' behalf inspected and took copies 
of the said agreement for sale and purchase and the said document at 
Messrs. Yung, Yu, Yuen & Co. and discovered the true contents of the 
said document. 
(7) Negotiations on the discrepancy between the said document and the 
said oral agreement to guarantee and indemnify were conducted 
between the 1st Plaintiff, the said Chan Kwai Wah acting for the 
Plaintiffs and the 1st Defendant acting for the Defendants. 
(8) In consideration of the cancellation of the agreement contained in 
the said document, on 4th May 1973 the 1st and 2nd Defendants agreed 
and guaranteed in writing as set out in paragraph 2(i) above and agreed 
in writing to indemnify as set out in paragraph 2(ii) above. 
5. In the further alternative in consideration of the 1st, 2nd and 3rd 

Plaintiffs entering into the agreement in writing dated 4th May 1973 and 
signed by each of the Plaintiffs under which inter alia 

( 1) the Plaintiffs jointly and severally agreed and guaranteed that each 
of the Plaintiffs shall retain in his or her own right in Fu Chip 60% of 
the shares allotted to the Plaintiffs under the said main agreement and 

- 13-
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shall not sell or transfer the same on or before the end of April 197 4 and 
to indemnify and keep the Defendants indemnified from and against any 
losses damages and expenses in connection therewith. 

and (2) the Plaintiffs granted to the Defendants the option to purchase back 
2,520,000 shares in Fu Chip (being Serial Nos. 9651 to 10910 inclusive) 
at the price of $2.50 per share upon the happening of certain events 
specified therein, on 4th May 1973 the 1st and 2nd Defendants agreed 
and guaranteed in writing as set out in paragraph 2(i) above and agreed 
in writing to indemnify as set out in paragraph 2(ii) above. 

10 6. In the further alternative in consideration of the performance by 
each of the Plaintiffs of their obligations under the said written agreement for 
sale and purchase particularly completion thereunder, on or about 4th May 
1973 the 1st and 2nd Defendants agreed and guaranteed in writing as set out 
in paragraph 2(i) above and agreed in writing to indemnify as set out in 
paragraph 2(ii) above. 

-J.... 7. The marketing date immediately foHowing after 30th April 1974 was 
1st May 1974. The closing market price for shares in Fu Chip according to 
the Far East Exchange Limited on 1st May 1974 was $0.36 per share and 
thus fell short of $2.50 per share. 

20 -4. 8. By reason of the foregoing the Plaintiffs have sustained, incurred 
and suffered loss and damage. 

PARTICULARS 

The value of 2,520,000 shares in Fu Chip at $2.50 per share $6,300,000.00 

The value of 2,520,000 shares in Fu Chip at $0.36 per share 907,200.00 

Difference $5,392,800.00 

-5-: 9. The Defendants have failed to indemnify the Plaintiffs against the 
said loss and damage or any part thereof in spite of the Plaintiffs' demands. 

10. In the further alternative 

30 (i) If which is denied, the said guarantee and indemnity in writing on 
4th May 1973 by the 1st and 2nd Defendants is invalid or ineffective, 
the 1st, 2nd and 3rd Plaintiffs and the 1st Defendant are then bound 
by the said doument (subsidiary agreement). 

(2) In breach of the said document the 1st Defendant has failed to 
perform his obligations thereunder as a result of which the Plaintiffs have 
suffered loss and damage; the Plaintiffs repeat the particulars given in 
paragraph 8 above. 

- 14-
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(3) The Plaintiffs have at all material times been and are now ready ln the Supreme 
and willing to fulfill their obligations under the said document. Court of 

AND the Plaintiffs claim: 

Damages in the said sum of $5,392,800.00. 

Hong Kong 
High Court 

No. 1 
Further Re­
amended Writ (1) 

( lA) In the alternative to (1), (a) specific performance of the said docu- of Summons 
ment, and (b) damages in addition to or in lieu of specific performance. and Statement 

of Claim 

(2) 

(3) 

(4) 

Interest. 

Cost. 

Further or other relief. 

DateG tas lQta 4iay ef :u:~ Hl74 

Dated the 22nd day of June 1974. 

Dated the 27th el~ey ef ~(e , eftl:eet' 1971. 

Dated the 14th day of July 1975. 
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1974, No. 1159 

IN THE SUPREME COURT OF HONG KONG 

BETWEEN 

ORIGINAL JURISDICTION · 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

and 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

AMENDED DEFENCE 

1st Plaintiff, 

2nd Plaintiff, 

3rd Plaintiff, 

1st Defendant, 

2nd Defendant, 

1. Paragraph 1 of the Amended Statement of Claim is admitted. Fu 
Chip Investment Company Limited (hereinafter called Fu Chip) was at all 
material times listed with the Far East ~xchange Limited. 

2. Paragraph 2 of the Amended Statement of Claim is denied save as 
expressly admitted hereinbelow. 

3. By an agreement in writing dated 27/2/1973 (hereinafter called the 
Main Agreement) entered into between the Plaintiffs of the one part, Tsuen 
Wan Shing On Estate Company Limited (hereinafter called the Company) of 

20 the second part, and Fu Chip of the third part, the Plaintiffs agreed to sell 
and Fu Chip agreed to buy all their holdings totalling 4000 shares in the 
Company for a consideration of $10,500,000.00 to be satisfied by the allotment 
by Fu Chip of 4,200,000 ordinary shares of $1.00 each, the market value of 
the said shares being deemed to be $2.50 per share for the purpose of the 
purchase price payable by Fu Chip under the said agreement. 

4. Clause 3 of the Main Agreement stipulated, inter alia, that the 
purchase must be completed at the offices of Messrs. Yung, Yu, Yuen & Co. 
on or before 31/3/73. Clause 4 thereof stipulated, inter alia, that the 
Plaintiffs and each of them must retain in their own right in · Fu Chip 60% 

30 of the shares allotted to them under the Main Agreement and must not sell 
or transfer the s~me on or before the end of April 1974. 

5. By a further agreement in writing dated 27/2/73 (hereinafter 
called the subsidiary agreement) made between the Plaintiffs of the one part 
and the 1st Defendant of the other part, the Plaintiffs agreed to sell and 
the 1st Defendant agreed to buy 2,520,000 shares in Fu Chip at a total price 

- 17-
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of $6,300,000.00 calculated at the rate of $2.50 per share of $1.00 each, 
such sale and purchase to be completed on or before 30/4/74. The said 
2,520,000 shares represent 60% of the total shares which Fu Chip had 
agreed to allot to the Plaintiffs under the Main Agreement. 

6. On or about 27/2/73 Fu Chip notified the Far East Exchange 
Limited of the execution of the Main Agreement and applied to list the 
shares intended to be allotted thereunder. On 16/3/73 Fu Chip made a 
public announcement that it had agreed to purchase all the issued shares of 
and in the Company. 

10 7. On about 28/3/73 the date for completion under the Main Agree-
ment was extended by agreement of the parties to 30/4/73. The said 
agreement is contained in or evidenced by an endorsement on the back of 
the Main Agreement. 

8. On or about 31/3/73, Fu Chip's said application to the Far East 
Exchange Limited was approved. 

9. On or about 24/4/73, the 1st Defendant met the 1st Plaintiff at 
Wing On & Co., The Hong Kong Chinese Bank Building, and explained 
the importance of the Plaintiffs completing the sale and purchase under the 
Main Agreement. The 1st Plaintiff thereupon orally alleged that the sub-

20 sidiary Agreement did not accurately incorporate what had been agreed 
between the parties (which allegation is denied) and that despite the terms 
thereof the Plaintiffs had never agreed to sell to the 1st Defendant the 
shares stated therein (which allegation is also denied). The 1st Plaintiff 
further said that the Plaintiffs required a "guarantee" from the Defendants 
to the effect that the price for 60% of the Fu Chip shares to be allotted 
under the Main Agreement would not be less than $2.50 . per share for a 
period of one year therefrom and orally intimated that unless such a 
guarantee was forthcoming the purchase and sale under the Main Agreement 
would not be . completed. 

30 10. On 28/4/73 Messrs. Yung, Yu, Yuen & Co., Solicitors for Fu 
Chip, wrote to Messrs. Hastings & Co., Solicitors for the Plaintiffs, remind­
ing them that the completion date under the · Main Agreement would be 
due on 30/4/73. 

11. The Plaintiffs failed to complete on 30/4/73. 

12. On or about 1/5/73 the 1st Defendant met the 1st Plaintiff at 
the offices of the said Wing On & Co. and told him that the sale and 
purchase must be completed as otherwise the public would lose confidence 
in Fu Chip's shares since, following the application to the Stock Exchange, 
a public announcement had been made as aforesaid. 

40 13. On or about 3/5/73 one Chan Kwai Wah, a member of the 
Company's staff acting on behalf of the Plaintiffs and each of them met the 
1st Defendant at No. 33 Wing Lok Street, Ground floor and orally informed 
the 1st Defendant that - the Plaintiffs and each of them would not complete 

- 18-
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the sale and purchase under the Main Agreement unless, inter alia, (a) the 
Subsidiary Agreement was cancelled, · (b) a "guarantee" was given by the 
Defendants to the effect that the price for 60% of the Fu Chip shares to be 
allotted would not be less than $2.50 per share for a period of one year 
therefrom and that the Defendants would compensate the Plaintiffs if the 

In the Supreme 
Court of 

Hong Kong 
Original 

Jurisdiction 

price would be less than the said amount. No. 2 
Amended 

14. In the premises, the Plaintiffs and each of them were unlawfuly ~;~n~e 1 1974 
threatening to break and/ or repudiate the Main Agreement as varied and was ( r t. u ~) 
attempting to procure a "guarantee" in the terms aforesaid by means of the con znue 
said threat. The Plaintiffs at all material times knew that the Defendants 
were concerned about the detrimental effect on the share prices of Fu Chip 
if the Main Agreement was not completed and/ or if litigation ensued as a 
result of the Plaintiffs' repudiation thereof. 

15. Acting under the aforesaid threat, the Defendants signed a document 
dated 4/5 I 73 in terms therein set out (hereinafter called the said 
"guarantee"). 

16. The said "Guarantee" signed by the Defendants was addressed 
to the Plaintiffs and was under the caption of "Tsuen Wan Shing On Estate 
Company Limited". The consideration for the said "guarantee" was expressed 

20 therein as follows:-

"IN CONSIDERATION of your having at our request agreed to sell 
all of your shares of and in the above mentioned company whose registered 
office is situate at 274 Sha Tsui Road, Ground Floor, Tsuen Wan, New 
Territories in the Colony of Hong Kong for the consideration of 
$10,500,000.00 by the allotment of 4,200,000 ordinary shares of $1.00 
each in Fu Chip Investment Company Limited whose . registered office is 
situate at No. 33 Wing Lok Street Victoria in the said Colony of Hong 
Kong and that the market value for the said ordinary shares of the said 
Fu Chip Investment Company Limited shall be deemed as $2.50 for each 

30 of $1.00 shares under an Agreement for sale and purchase made between 

40 

the parties thereto and dated the 27th day of February 1973 ........ ". 

17. The Defendants therefore say that the said "Guarantee" was given 
for a past consideration. 

18. Further and/ or alternatively the Defendants say that the said 
"Guarantee" was given by reason of the Plaintiffs' said unlawful threat to 
break and/ or repudiate the Main Agreement in consequence of which the said 
"Guarantee" is unenforceable and/ or null and of no effect. 

19. Paragraph 3 of the Amended Statement of Claim is admitted. 
The agreement pleaded therein is the Main Agreement mentioned hereinabove. 

20. As to paragraph 4 of the Amended Statement of Claim the 
Defendants say as follows:-

- 19-
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(a) At about noon on the 27 I 2/ 73 the parties to the Main Agree,ment 
and the Subsidiary Agreement met and the Plaintiffs perused the drafts of 
the said Agreements at the Golden City Restaurant. One Chow Hin Yau 
of Messrs. Hastings & Co., Solicitors, was present and perused and inter­
preted the drafts of the said Agreements to the Plaintiffs; 

(b) The Main Agreement and the Subsidiary Agreement were both executed 
at the aforesaid offices of Wing On & Co. on the afternoon of the said 
27/2/73. 
(c) Both agreements incorporated what had been agreed between the 
parties; 

(d) The 1st Plaintiff did as pleaded in paragraph 10 above orally allege 
that the Subsidiary Agreement did not accurately incorporate what had been 
agreed (which allegation is denied) ; 

(e) It is admitted that the Subsidiary Agreement was cancelled on 4/5/73 
pursuant to the request of the Plaintiffs in the circumstances pleaded above; 
(ee) The said cancellation of the subsidiary agreement was effected by a 
bilateral discharge of obligations thereunder. Further and/ or alternatively the 
Defendants say that the Plaintiffs are now estoppcd from relying on the 
subsidiary agreement by reason of (a) the said consideration and/ or (b) the 

20 Plaintiffs' refusal to abide by its terms". 

(f) Save as expressly admitted hereinbefore, no admissions are made as to · I 

paragraph 4 of the Amended Statement of Claim. 

21. It is also admitted that on 4/5/73 a purported "Guarantee" was 
signed by the Plaintiffs and given to the Defendants. The Defendants will 
refer to the said document at the trial for its full terms and effect (if any) 
but save as aforesaid, paragraph 5 of the Amended Statement of Claim is 
denied. 

22. Paragraph 6 of the Amended Statement of Claim is denied. 

23. Paragraph 7 of the Amended Statement of Claim is admitted. 

30 24. Save that the Defendants have not indemnified the Plaintiffs in 

40 

respect of the alleged loss, no admissions are made as to paragraphs 8 and 9 
of the Amended Statement of Claim. 

25. In the premises the Plaintiffs are not entitled to the relief as claimed 
or at all. 

Dated tbis 23x:d day of J1.1~, 1974 

Dated this 14th day of July, 1975. 

- 20-

Dertis Chan:g 
Ceaasel ~er tke Qe~eaeaats. 

Denis Chang 

Counsel for the Defendants. 



1974, No. 1159 

IN . THE SUPREME COURT OF HONG KONG 

ORIGINAL JURISDICTION 

BETWEEN:-
1st Plaintiff, 

2nd Plaintiff, 

3rd Plaintiff, 

10 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

and 

LAD YIU LONG 

BENJAMIN LAU KAM CHING 

AMENDED REPLY 

Jst Defendant, 

2nd Defendant, 

1. Save and in so far as the same consists of admissions the Plaintiffs 
join issue with the Defendant upon his Defence. 

2. The Plaintiffs admit paragraphs 1, 7 and · 10 of the Defence. 
Messrs. Hastings & Co. were only acting for Tsuen Wan Shing On Estate 
Company Limited in the sale of flats and were not acting as the Plaintiffs' 
solicitors. Save as aforesaid paragraph 10 of the Defence is admitted. Save 
for the dates pleaded therein of which the Plaintiffs have no knowledge 
paragraphs 6 and 8 of the Defence are admitted. 

20 3. As to paragraph 11 of the Defence the Plaintiffs say that completion 
did not take place on 30th April 1973. 

4. The Plaintiffs deny paragraph 9 of the Defence. 

5. As to paragraph . 12 of the Defence the Plaintiffs say that:-

(1) On or about 1st May 1973 the 1st Defendant met the 1st Plaintiff 
at the 1st Plaintiff's offices at Wing On & Co. 

(2) The 1st Defendant asked the 1st Plaintiff to complete the said 
written agreement dated 27th February 1973 pleaded in paragraph 3 of 
the Statement of Claim and referred to therein as the said written agree­
ment of sale and purchase. The 1st Defendant did not say that the 
public would otherwise lose confidence in Fu Chip. 

30 (3) The 1st Plaintiff told the 1st Defendant that the Plaintiffs would 
complete the said written agreement of sale and purchase if the 1st 
Defendant would provide them with a guarantee and indemnity in 
accordance with the agreement pleaded in paragraph 2 of the Statement 
of Claim and referred to therein as the said oral agreement. 
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(continued) 

( 4) The 1st Defendant admitted that there was a mistake in that the 
document pleaded in paragraph 4(2) of the Statement of Claim did not 
contain the said guarantee and indemnity in accordance with the said 
oral agreement. 

(5) The 1st Defendant stated that the Defendants were prepared to 
give the said guarantee and indemnity and that it would be prepared by 
Messrs. Yung, Yu, Yuen & Co. 

6. As to paragraph 13 . of the Defence the Plaintiffs say that 

( 1) Chan K wai Wah acting on behalf of the Plaintiffs met the 1st 
10 Defendant at his offices at No. 33, Wi~ng Lok Street on a day after 29th 

April 1974. 

(2) The said Chan told the 1st Defendant that the Plaintiffs would not 
complete the said written agreement of sale and purchase unless the 
Defendants provided them with a guarantee and indemnity in accordance 
with the said oral agreement. f'i~!~~: hf" :1f! 

(3) The said Chan inquired of the 1st Defendant when the said 
guarantee and indemnity would be provided. 

7. As to paragraphs 14, 15 and 18 of the Defence the Plaintiffs say 
that the Defendants signed the guarantee on 4th May 1973 freely and not 

20 under the threat alleged or any other threat. 

30 

8. The Plaintiffs will contend ·that the Defendants are estopped from 
alleging that the guarantee given by them dated 4th May 1973 is invalid 

or ineffective. 

. PARTICULARS 

By giving and signing the said guarantee, the Defendants represented to 
the Plaintiffs that it is valid and effective. In reliance upon such representa­
tion which was intended to be acted upon by the Plaintiffs, the Plaintiffs 
agreed to the cancellation of the said document referred to in paragraph 4(2) 
of the Statement of Claim and thereby changed their position to their 
detriment. 

A~IDRBJ}/ LI 

Ceaasel fer th0 Plamtifis. 

Date El t:ke 1 ~th Elaj' ef Oeteeer 197 4. 

Dated the 14th day of July 1975 
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SAM GITTINS 

Counsel for the Plaintiffs. 
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IN THE SUPREME COURT OF HONG KONG 

ORIGINAL JURISDICTION 

ACTION NO. 1159 OF 1974 

BETWEEN:- PAO ON 

Coram: 

Date: 

HO MEI CHUN 

PAO LAP CHUNG 

and 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

Li, J. in Court 

14th July 1975 
18th and 21st-22nd July 1975 
at 10 a.m. 

JUDGE'S NOTES 

Gittins Q.C., & A. Li (Hastings & Co.) for plaintiffs 

1974, No. 1159 

1st Plaintiff, 

2nd Plaintiff, 

3rd Plaintiff, 

1st Defendant, 

2nd Defendant, 

Zimmern Q.C., & B. Wong (Yung, Yu, Yuen & Co.) for defendants 

Gittins: Some amendments 

Amend Statement of Claim and Reply as indicated in draft. 

20 Statement of Claim: Addition of paragraph 10 and 1(A) in 
Prayer. 

Reply: Quality admission of paragraph 10 of 
Defence. 

Proposed amendments proposed on 10/7/75. sent to defendant 
solicitors. 

Defendant wants to amend Defence. 

Further amendment to Reply by insertion of adding a paragraph 
8 (estoppel). 

Zimmern: Amendment up to purple ink not opposed, except as to costs for 
30 consequential amendments. As to 3rd amendment object to 

because of late stage and nature. 
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Gittins: This is purely a matter of law. No inquiry needed. Leave to 
amend in terms in respect of all applications. · 

Zimmem: Reamendment of Defence necessary. 

Gittins: 

Facts: 

Defence amended as indicated in new copy by insertion of para­
graph 20( ee ). 

Leave to amend Statement of Claim and Reply in terms and leave 
to amend Defence consequential upon amendment of Statement of 
Claim in term. 

Reservice dispense with. 

Costs of amendment reserved. 

Question of admisibility of parole evidence. 

Intend to adduce evidence first and then argument on question 
later. 

Plaintiffs, husband, wife and son. In February 1973 they own 
all shares in Company - Tsuen Wan Shing On Co. Ltd. 

Only asset: multi-storey building - Wing On Building. 
Near completion, some units sold. 

Plaintiff's case: 

Negotiations for sale of all plaintiffs' shares between defendants 
personally, defendants on behalf of Fu Chip, Plaintiffs personally 
and plaintiffs on behalf of Shing On Co. 

Orally agreed as to price- $10,500,000 by 4,200,000 shares in 
Fu Chip valued at $2.50. 

Plaintiffs would guarantee to defendants and Fu Chip that plaintiffs 
would not dispose of 60% of the Fu Chip shares for one year. 

Plaintiff required a guarantee that they would get at least $2.50 
a share for this 60% so withheld after one year. 

All part and parcel of agreement. 

Documents executed. 

Guarantee to plaintiff which, after some mishaps signed 415174. 

Agreed bundle - at p. 3 7. 

Guarantee to 3 plaintiffs signed by both defendants. 
On 1 I 5 I 7 4 .- shares down to 3 6 cents per share. 
See p.50 - Letter to defendants by plaintiffs solicitors asking for 
sum. 
Failed to pay. 

Defendant case: Deny any oral agreement. 
. Allege 2 agreements dated 2712173 
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1st agreement - sale by plaintiffs and undertakings by plaintiffs. 
P .1-6 of bundle 

(No witness to plaintiffs' signatures). 

2nd agreement - p. 7. 
Para. 3 conflicts with para. 4(k) of 1st agreement. 
Written on 1st page- "cancel" 
No signature- Plaintiffs' copy. 
Defence copy: Cancelled with signatures. 
Original: Cancelled with signatures of all parties. 
Agreed - Exhibit A. 
Document dated 27/2/73 - Exhibit B. 

Defence continued: In April 1973 plaintiff expressed dissatisfaction with 
subsidiary agreement and threatened to back out from main 
agreement. 

Guarantee then given. 

(a) Unenforceable because duress 

(b) Unenforceable because past consideration 

Details of Statement of Claim -

Para. 5 - 2 documents on 4/5/73 

Para. 10 - reply on subsidiary agreement alternatively. 

The Defence in details: 

1. Admits Para. 1 

2. Denies oral agreement. 

3. Cites main agreement 

Observes: 

Subsidiary agreement must be related to main agreement. 

Plaintiff undertook to retain 60% . 

Subsidiary agreement in conflict if sold on or behalf 30/4/74-
untidy piece of drafting. 

6. - admitted except as to dates. 

7. - admitted 

8. - admitted except as to date. 

9. - Different versions as to events leading to signing of guaran­
tee Wing On & Co. - plaintiffs' sharebrokers firm. 

10. - Hastings - solicitors for Co. only, not for plaintiffs. 

Yung, Yu, Yuen & Co. solicitors for plaintiffs and 
defendants. 
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12. -denied. 

13. ) 

14. ) Threat 

15. ) 

16. -Past consideration. 

18. - threat 

19. - Golden City meeting- substantially same as Statement of 
Claim except that it alleges both drafts explained. 

Issues of Facts: 

1. 

2. 

3. 
1. 

2. 
3. 
4. 

5. 

Documents-

10. ) 

Preliminary negotiations was there oral agreements as alleged? 

On 2 7 I 2 I 7 3 circumstances whether both explained to 

plaintiffs. 
Signing of guarantee - fact leading to Law: 

To what extent parole evidence admissible to show circum­
stances leading to guarantee. 

Question of consideration for the guarantee. 

Question of duress on guarantee. 

If guarantee ineffective is cancelled agreement revived or 
plaintiffs estopped for making this contention. 

Whether Defendant estopped from contending guarantee 
invalid. 

) listing and meeting of Fu Chip. 
11. ) 
13.- Far East agreed 3113173 
14. - return resigned 
18. - Transfer of shares 
23. - By 28 I 4173 defendants aware of plaintiffs' dissatisfaction. 
24. - 415173 letter from Yung, Yu, Yuen & Co. threatening 

proceedings 
25. and 26. -Draft guarantee 
30.- 33.- Transfers from plaintiffs toFu Chip dated 415/73. 
42. - Plaintiffs' paid own share of Yung, Yu, Yuen & Co. costs 

- later repaid. 
Not allegation of threat and duress raised till pleadings. 

Adjourned to 2.30 p.m. 

Sgd. Simon F. S. Li. 
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Services of Court Reporter dispensed with because none is avail­
able. 

Ho Mei Chun (Affirmed) P.W.l. 

Of 148 Prince Edward Road 8th floor Kowloon. 2nd plaintiff of this 
action. Wife of 1st plaintiff Mother of 3rd plaintiff. 

Came to Hong Kong about 1949/50 from City of Cham Kong- Kwong 
Chow Wan. Husband came about one month before me. Before we came 
we were jewellery business and goldsmith. My son, 3rd plaintiff, born in 
Cham Kong. 

10 After we came to Hong Kong we were in ornament business - jewellery 
business. In the beginning we had partners. Later husband and I the only 
2 partners. Firm name: Sai Sing Jewellery at Tsuen Wan N.T. - still is. 

Apart from this, after the riot in 1967, we went into construction 
business. 

Decision in business of Sai Sing made by both of us after joint discussions. 
Both of us fully aware of what went on. Business of Sai Sing successful 
after a time. 

Construction business capital from profits made and some money I brought 
to Hong Kong, some money from overseas. Profits made in Sai Sing. 

20 The Tsuen Wan Shing On Co. Ltd. formed about end of 1970. It's a 
construction business. It owned a building in Tsuen Wan. Incorporation 
of Co. was for that purpose. 

Before February 1973 my husband and I occasionally met the defen­
dants in architect's office. We saw one another occasionally. 

In addition we were in stocks and shares business. We are members of 
the Kam Ngan Stock Exchange Golden and Silver Exchange true we obtained 
a licence of stock broker's in Kam Ngan Stock Exchange. The firm name 
is Wing On & Co. in Room 1203 12th floor Hong Kong Chinese Bank. 

By construction I meant buying land and getting contractor to build on 
30 it. How it is explained to me I'll say that after 1967 we entered into invest­

ment real estate business. We bought land to be built on by others. 

I do not understand English. Even my standard in Chinese is not high. 
No formal education in Chinese. Can read simple document in Chinese. 
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(continued) 

My husband only up to primary school standard in English and Chinese. 
P.27 in Exhibit A not written by me. Nor my husband. P.34 in Exhibit A 
not written by me or my husband. P .49 of Exhibit A not written by me or 
my husband. 

Husband's standard only equivalent to primary standard. He studied 
only in village school. No English taught. 

When we came to Hong Kong son was only a few months old. He had 
not completed his junior middle school - about Form 2 or Form 3 standard. 
He then joined in business in shop (Sai Sing) as assistant. He is now a 

10 trading clerk in the trading hall. 

The sale and purchase of Shing On shares to Fu Chip first raised about 
February 1973 when Lau Yiu Long came up to Wing On & Co. to ask me. 
My husband was present. He asked whether our Wing On Building could 
be acquired by Fu Chip by way of a takeover. Wing On Building was owned 
by Tsuen Wan Shing On Investment Co. Ltd. My husband laughed and I 
said "That could be considered". 

Then he arranged to meet my husband and me for tea at the Peninsula 
after office hours. We accepted. We went the same day. On that occasion 
there were my husband, self, Lau Yiu Long and his wife. Lau asked me 

20 about the construction of Wing On Building. I told him there were 72 units 
for residence, a total area of about 9,000 sq.ft. for commercial purposes 
located on 2nd and 3rd floors and about 4,800 sq.ft. on ground floor. He 
asked if he could go and have a look at the site straight away. So we went 
to Tsuen Wan with them to show the place. They took us in their car. 

On our way Lau mentioned that if take over bid successful the Fu Chip 
would strengthen its reputation. He said that up till then all the buildings 
own or built by Fu Chip were of Chinese tenement type but not as good as 
the building in question. 

On our way back from Tsuen Wan while in car Mr. Lau asked me my 
30 terms. I named price at $11,000,000.00. Lau said he would consult his 

brother Lau Kam Ching and would let me know. 

Two or three days later Lau Yiu Long came to our office again. He 
said they had no ready cash but proposed to allot shares to us valued at $2.50 
each- in all 3,500,000 shares. He meant the Fu Chip shares. He also 
said that if this was acceptable then they would be in position to utilise the 
3 or 4 millions dollars already received by Shing On to finance other projects 
of Fu Chip. As the offer fell short of our terms. We did not accept it. 
Lau also said if we accepted the offer the shares issued to us should not be 
sold within one year. I said, "Now you do not allow us to sell the shares 

40 what guarantee can you give especially Slung On had already received con­
siderable proceeds in cash? Lau said "Definitely you are guaranteed by Lau 
Yiu Long, Lau Kam Ching and Fu Chip". The guarantee, he said, was 
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that the price per share of Fu Chip would not fall below $2.50 within one 
year. Question of what's going to happen if they did fall below $2.50 was 
not yet varied. After I refused to accept this offer Lau left without an 
agreement. 

About 1 or 2 days later Lau came again and offered 3,800,000 shares 
instead. I still rejected the offer. He left. · 

Again about 1 or 2 days later Lau oame to Wing On and Co. He offered 
up to 4,200,000 shares. I discussed matter with my husband and finding 
that the offer was not far short of $11,000,000 we decided to accept. How­
ever, I asked Lau to guarantee that the whole of 4,200,000 shares would not 
fall below $2.50 each within one year and that the name of Wing On Building 
could not be changed. Again Lau said he would consult his younger brother 
Lau Kam Ching. 1 

On 5th occasion Lau came and said he could only guarantee up to 60% 
of the shares. Not reasonable to guarantee the lot. This was again 1 or 2 
days after. I discussed this with husband. Eventually we accepted . offer on 
such conditions. Also we were not allowed to sell the shares within one year 
otherwise we would have to pay compensation for their loss. That only applied 
to 60% of the shares issued to us. The guarantee also only extended to 

20 the 60%. 

Lau said to me that within on~ year I was allowed to sell 60% of shares 
or I would have to compensate any loss he might sustain. On the other 
hand we would guarantee that the price of 60% of the shares up to end of 
April 1974 and if by then the price felt below $2.50 he would compensate 
me with the difference between the price at the close of market at Far East 
Exchange on that day and $2.50 per share or, alternatively, he would pay 
$6,300,000 to repurchase this 2,520,000 shares on the 30/4/74. 

There was no change as to guarantors. They would be Lau brothers 
and Fu Chip. The other condition as to no change of name of building 

30 agreed. 

Lau also suggested share certificates to be deposited with a certificated 
accountant. I refused. Eventually I was required to give a written under­
taking. 

The guarantee only operative if price of shares below $2.50 each, other­
wise I'll not be obliged to sell. 

Adjourned to 9.45 a.m. 

Ho Mei Chun (R.F.A.) P.W.l. 
Evidence-in-chief continued. 

Sgd. Simon F. S. Li 

40 After when we reach an agreement we tried to fix a time to go to meet 
at solicitors' office. This was about 22/2/73. It was the Yung, Yu, Yuen 
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& Co. Mr Yuen Pak Yiu acted for both parties. I went with my husband, 
Lau Yiu Long and Lau Kam Ching - 4 of us. 

At Mr. Yuen's office we told Yuen that Shing On selling to Fu Chip. 
Also informed him that Fu Chip was to take over Shing On Co. at 4.2 million 
shares as consideration. The shares valued at $2.50 each equal to $10.5 
million. That is price $10,500,000.00 to be represented by 4,200,000 shares 
valued at $2.50 each. It was also pointed out that there was a guarantee of 
60% that the price would not fall below $2.50 each within one year. The 
guarantee was to be . given to us by Fu Chip Co., Lau Yiu Long and Lau 
Kam Ching. With amplification that should the shares fall below $2.50 by 
end of April 197 4 we would be paid the difference between $2.50 and the 
closing price of that day. The other party had option to buy back shares for 
us for $6.3 million. If the price should be above $2.50 per share we would 
not be obliged to sell to them. Each and every of these points told to Mr. 
Yuen. Lau Yiu Long said that we were not to sell the 2,520,000 shares 
within one year or we would have to compensate the other party for losses. 
No other condition by the other party I meant Lau Yiu Long, Lam Kam 
Ching and Fu Chip. At that time there were only 5 of us. 

Then on the 27/2/73 at noon time Lau Yiu Long rang me. I answered. 
He made arrangement to have tea with us at the Golden City Restaurant. We 
agreed. No mention made as to purpose of meeting. We met at about 1 
p.m. My son, Pao Lap Chung, my husband, myself and Mr. Chow Hin Yau 
went. For the other side only Lau Yiu Long present. Lau said that the 
agreement in respect of the take over of Shing On by Fu Chip had been 
prepared and he produced it. This is the agreement - P .1-6 of Exhibit A. 
I identify my signature and those of my husband's and son's. As we don't 
know English Chow with us. My husband asked Chow explained to us. 
Chow did not explain · in full. He only told the gist of agreement. Chow was 
not there specifically. He used to lunch with us and happened to be there .. 
No other document produced. 

I see the document copied P7 -9 of Exhibit A. I identify the signatures 
of mine, my husband and son. This was not produced at lunch. It was 
produced on ground floor at lobby where met Lau Kam Ching who came 
along with this document. By then Chow had left - he left after he read 
agreement of sale by Shing On to Fu Chip. He left before we left our table. 

When downstairs my son was about to leave. Lau Yiu Long asked him 
not to go yet because his younger brother was bringing over the letter of 
guarantee. No sooner had Lau said this Lau Kam Ching came in. The 2 
Lau's said this was a document of mutual guarantee and asked us to sign. 

40 By that time we had already signed the main agreement of sale upstairs. 
My husband signed first, then I signed and then my son. Then Lau Yiu Long 
signed. Lau said that as his younger brother not present he would take it 
home for his younger brother's signature. 

On the ground floor Lau Yiu Long said that the document was a matter 
of mutual guarantee and we were to sign it there and then so that he had to 
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rush it to the Far East Exchange. No one was there to explain the contents 
to us. My son not very good in English. Since they were in such a hurry, 
I took his words for it and besides he said Yuen prepared the document I 
trusted him and other solicitors. We signed. Lau signed first. Then my 
husband, I and my son signed in that order. Again .Lau Yiu Long ~aid Lau 
Kam Ching would take it back for signing. After this Lau Kam Cb!ng to?k 
all documents and left. Lam Yiu Long said we would be supplied w1th 
photostat copies after everything completed. 

After this completion date of main agreement extend one month. 

On 2813173 Lau Yiu Long brought the agreement for extension for us 
to sign. Enclosed on back of agreement it was probably signed in our office. 
Up till 2813173 we had received no copy of the agreements. 

In April 1973 my husband went to Tai Wan. Having refreshed my 
memory by seeing my husband's passport I say that he left 18 I 4 I 73 and 
returned on 2914173. Up to time my husband left I still had no copy of 
the agreements. Before husband left for Tai Wan he said the title deeds of 
Wing On Building could be handed over on receipt of copy of the guarantee. 
Title deeds with Hastings & Co. solicitors responsible for sale of the units. 
Chow Hin Yau looked after the matter. 

On one occasion Chow rang me saying Yung, Yu, Yuen & Co. were 
asking for title deeds. I told Chow that we still had not yet received the 
document of guarantee. Fearing that the title deeds had already been handed 
over I asked to get the document of guarantee at once. However I was told 
that Yung, Yu Yuen & Co. only pressed for title deeds to be handed over. 

Then I sent employee Chan Kwai Wah to go to Lau Yiu Loug's office 
to collect a copy of the mutual guarantee. That was before my husband 
returned. Chan, I understand, saw Lau Kam Ching. Chan returned with a 
photostat copy of the mutual guarantee. Chan then explained the document 
to me. He said he was not too clear but in his opinion he was not sure it 
too looked like a guarantee but more like an advanced sale of commodities. 
I told Chan to wait till the return of my husband when all documents were 
to be handed over and we could discuss the matter. 

Husband returned on 2914173 in the afternoon and went direct to office. 
I informed him of the position. Husband rang Lau Yiu Long and accused 
Lau of breach of faith. Husband saw Chan who told him of the document 
of mutual guarantee. I was present. It's after our discussion that my husband 
rang Lau Yiu Long in my presence. He asked Lau how he could change a 
guarantee to an agreement of advanced sale of commodities. My husband said 
if Lau had made a mistake in this he should put it right. As I did not hear 
what Lau said I asked husband what Lau said. Then my husband rang off 
after he said "If you want to take legal action by all means". 

On 3014173 in forenoon my husband sent Chan Kwai Wah to Lau Yiu 
Long's office to ask Lau to rectify the matter so that we could complete in 
time. I was present. Chan went. On his return from that errand Chan 
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P.39 
P.37-38 

told me and husband that Lau warned that if we did not honour of the 
transfer and the terms of the guarantee he would take legal action against us. 

In the -afternoon of 3014173 nothing happened. I can't remember. 

But on a day between 30 I 4 I 73 and 3 I 5 I 73 Lau came to our office. He 
said "Very well if it does not work let's make a fresh one". One day after 
this occasion Chan Kwai Wah went to Yung, Yu, Yuen & Co. to see if 
document ready. There he met Lau Yiu Long at solicitor's office. 

On Chan's return he brought a draft for us to approve. As we knew no 
English we asked Chow Hin Y an to go through it. Draft taken to Chow by 

10 Chan. Chow was to advise us whether the draft was in form of a . guarantee 
or yet another agreement for advanced sale. When Chow returned the . draft 
with amendments to us the draft was taken to Yung, Yu, Yuen & Co. Again 
returned to us after amendments faired by Yung, Yu, Yuen & Co. We again 
sent it to Chow. 

Chow returned final draft to us and we sent it back to Yung, Yu, Yuen 
. & Co. The documents at P37-38 and at P39 of Exhibit A are those signed 
on 415173. I identify my signature on P39 of Exhibit A. Signed in presence 
of Philip Yuen. I received message to go to Yung, Yu, Yuen & Co. to sign. 
I attended in the afternoon of 4 I 5 I 73. My husband, my son, myself, Chan 

20 Kwai Wah, Lau Yiu Long, Lau Kam Ching and Philip Yuen present. Con­
tents of document explained to us by Philip Yuen. 

Adjourned to 2.30 p.m. 

Sgd. Simon F. S. Li 

Ho Mei Chun (R.F.A.) P.W.l. 

Evidence-in-chief continued. 

Apart from that document I signed explained to me, Exhibit B which 
was cancelled also explained to me. Also the letter of indemnity explained 
to me. In all 3 documents - one I guarantee not to sell for one year, one 
he guaranteed us and one cancelled document. I signed the cancelled 

30 document and the guarantee I gave them. I did not sign their guarantee to 
me. All 3 explained to me by Mr. Yuen. In course of explanation by 
Yuen I raised a question as to why Fu Chip did not join in the guarantee 
as guarantor. Mr. Yuen told me that a list Co. would not give a guarantee. 
I was satisfied with his answer. Mr. Yuen further said Lau Yiu Long was 
chairman of Board of Fu Chip and Lau Kam Ching was managing director 
and both of them in effect the Co. and that their signatures were as effective 
as the Co. I also questioned why no mentioned was made that the name of 
Wing On Building should not be changed. That clause was added before 
document was signed. 

40 Probably the cancelled document was signed first and then I signed my 
guarantee not to sell the second. Anyway the 3 documents were signed one 
after the other. 
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Then we all went to Mr. Mar Fan, the accountant, to collect the 
shares- our group and the 2 Lau's. 

I see P34 of Exhibit A. This was signed by Lau Yiu Long in our office 
after we had been to Mr. Mar Fan. He signed this after Chan Kwai Wah 
handed to him the articles set out therein and Lau acknowledged receipt. 

I see P49 of Exhibit A (P45 is translation) and say that we sent it out 
on 30/3/74. 
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I see P42-43 of Exhibit A. It's a copy of cheque for $4,757 payable Exhibit A 
to Yung, Yu, Yuen & Co. drawn by me dated 11/7/73. Some one reported P.42-43 

10 we were required by that firm to pay a fee, solicitor's fees for the Shing On, 
Fu Chip transaction. So I sent the cheque. Later a refund was made -
about 1 week after. At that time my husband away. There was a long 
distance call and he told me Lau promised to pay all the fees. I sent foki 
to take up matter with Lau Yiu Long. Then refund made by Solicitor. 

At the end of February 1973 before I signed document on 27/2/73 
the value of Fu Chip shares I can't remember. 

Cross-examination: P.W.l 

1. 
Ho Mei Chun 

In morning of 27/2/73 Lau Yiu Long asked you to lunch Cross-
at Golden City Restaurant? examination 

20 

30 

Yes. 

2. That was you and your husband's habitual place for lunch? 
More often than not. 

3. You have a table reserved daily? 
For one period only. 

4. In the period of early 1973? 
Usually went there but can't remember if reserved table. 
Table will be found for me. 

5. Lau Yiu Long habitual customer of Tai Tung Restaurant? 
I do not know. I did not know. 

6. Chow Hin Y an habitually lunched with you at Golden City? 
Sometimes. 

7. More often than not? 
Correct. 

8. Said Lau Yiu Long invited you to Golden City? 
Yes. 

9. On 1st floor? 
Yes. 
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10. Co-incidence to invite you to your habitual place? 
He did so because he knew I always had my lunch there. 

11. Any reason why he should know? 
By conversation with him he knew we went to Golden City. 

12. And you never knew about him? 
No. 

13. Lau gave no reason for that invitation? 
No. 

14. Certain of that? 
Yes. 

15. Arrangement made with you? 
He rang up and I answered the call. Or he might have 
come to our office to arrange. 

16. With whom he made this arrangement - you or your 
husband? 
My husband. 

17. Did your husband tell you the reason for the invitation? 
No. 

18. No reason advanced for that invitation to luncheon date? 
No. 

19. Up to time you arrived at Golden City you know of no other 
reason than to have lunch? 
Correct. 

20. That applied to your husband and son? 
Correct. 

21. Only then a legal document shown to you? 
Yes. 

22. Lau Yiu Long was alone? 
Yes. 

23. After Chow explained document to you, you signed it? 
Yes. But after Chow left the table. 

24. How many times did you sign that document? 
Once. 

25. Sure? 
Yes. 

26. Your husband and son? 
Also once each. 

27. After signing you handed back to Lau Liu Long? 
Yes. 

28. Did not even get a copy of it? 
Correct. 
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29. 

30. 

When did you see that document again? 
Quite long afterwards, can't remember when. 

When this case started? 
Seems to be so. At least not until I signed the letter of 
guarantee. 

31. Where was it? 
In possession of Yung, Yu, Yuen & Co. 

32. Until production in this Court? 
Correct. 

33. Never in possession of your husband, son or self? 
Never. 
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(continued) 

34. Look at P1 of Exhibit A, we are talking about this document Exhibit A 
all along? P.l 
I do not know English. 

35. Turn to PS of Exhibit A, how many times you signed that Exhibit "A 
document? P.5 

Once. 
36. How many times you see your signature? 

Two. 

37. So you signed twice? 
Yes. 

38. Why signed twice? 
The first signatures are those of shareholders of Shing On. 
The second set I don't know why. 

39. Who advised to sign twice since Chow had left when you 
signed and no solicitor present? 
Lau Yiu Long. 

40. Trusted him? 
Yes. 

41 . Did you ask him why? 
I did. He said something but I do not remember what. 

42. Signed according to Lau's direction? 
As I understand it the first 3 signatures represent share­
holders and the second 2 signatures as directors of Company. 

43. Look at original, what's the impression over your signature 
and your husband's? 
Shing On Company seal. 

44. What was the seal brought to Golden City for? 
I did not take it there. Can't remember when applied. 

45. How did the seal got on to that document? 
I can't remember when it was applied. Certainly not on 
that day. 
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46. If your evidence is true the seal could not be there? 
Correct. Once I sign Pl-5 Exhibit A I never saw it again. 
Can't say when applied. 

47. You think seal ought to be there? 
If we appended signature for a sale it should be. But when 
I signed seal not there. 
(Original agreement Exhibit C) 

48. Look at Exhibit A, P34-35, handing over ceremony where? 
In Wing On Company. 

49. One item handed over was the seal? 
Yes. 

50. Thus seal of Shing On Co. kept in office of Wing On Co.? 
Not necessarily. Seal moved to Wing On to facilitate hand­
ing over. 

51. Busy time at stock market? 
Yes. 

52. Your husband and you buying and selling shares? 

I was. But husband not in stock exchange Co. 

He's member and I looked after business. 

53. Where was he? 
Sometimes in Tsuen Wan jewel shop or Shing On or Wing 
On. 

54. Defence filed on 24/7/74, now interprete to you para. 20 
of Defence. Do you agree or deny? 

I disagree. The agreements not signed in Wing On Co. 
office. As to whether the agreements incorporated all agreed 
terms I knew no English. I took his words for it. I dis­
agree that we came to verbal agreement to sell the Fu Chip 
shares only. 

55. You agree that the reason why the seal on Exhibit C is that 
Exhibit C was signed in Wing On Co. office as alleged by 
Defence in para. 20(b)? 

I disagree. 
56. At least it offers an explanation? 

I disagree. When I signed the document there was no seal. 
We never put the seal there. We never saw Exhibit C after 
signing it. 

57. Misled own counsel? 
No. 

58. Statement of Claim first filed 10/5/74 in which the subsidiary 
agreement never alleged and Defence at once asked for 
further and better particulars and before any answer given a 
new Statement of Claim filed. 
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59. 

Para. 4 of Statement of Claim allege . . . . . (read to 
witness). 
(presence of defendants (both) contradicting your case in 

Statement of Claim true or false? 

My evidence in witness box is true. 
When you gave instructions you forgot Chow was present at 
lunch until Defence alleged that Chow explained both docu­
ments to you. That's why you had to make up story about 
the circumstances under which second document signed? 
I disagree. 
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60. Hence the additional rider in the 3rd amendment of Para. (continued) 
4(3) put forward story? 
I disagree it's without foundation. 

61. you obsessed with idea to deny understanding the subsidiary 
document without caring whether you tell the truth? 
I disagree. I did not know. 

62. Put to you 2 agreements explained to you twice -. once by 
Chow in Golden City and once in your office of Wing On 
& Co. by your employee Chan - before you signed? 
I disagree. 
Adjourned to 10 a.m. 

Sgd. Simon F. S. Li 

Ho Mei Chun (R.F.A.) P.W.l. 

Cross-examination contiftued. 

63. On 27/2/73 there's agreement to sell your shares in Shing 
On in return for payment of Fu Chip shares valued at $2.50 
each. When was this price for Fu Chip shares to be decided 
as $2.50 each? 
I can't recall. Roughly before 22/2/73. 

64. Why said before 22/2/73? 
We went to solicitors on or about 22/2/73 for transactions 
to be given to solicitor. 

65. Thus before 22/2/73 reached agreement? 
Yes. 

66. How many days before 22/2/73? 
Few days. 

67. Negotiation took 5 meetings? 
Yes. 

68. Why pinpoint 22/2/73? 
We signed on 27/2/73. Agreement reached about one week 
before. Thus agreement was before 22/2/73. 
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69. 

70. 

71. 

72. 

Before 27/2/73 anyone of you ever purchased Fu Chip 
shares for your own account? 
Can't recollect. 

Try? 
I was very busy. Can't recall. 
Even if I did it would not be a large amount. 

Was there a market in Fu Chip -shares on about 22/7 /73? 
Possibly. But I can't remember definitely. 

Yet you agreed to Fu Chip prices to value at $2.50 each 
without knowing its true value? 
At that time price probably more than $2.50 each. 

73. You came here to say you reached agreement without know­
ing there's a market for Fu Chip shares or the price? 
As for price it's probably higher than $2.50. It's long time 
I can't say if it had a market but probably yes. But there 
was a market. 

74. How did you calculate the price at $2.50 per share? 
In fact the value was more than $2.50 each. According to 
him the price would not fall below $2.50 within a year for 
the 4,200,000 shares. 

75. (Question 74 repeated)? 
He fixed the price at $2.50 - Lau fixed it. I accepted 
price on his guarantee price would not fall below $2.50. 

76. That's 60% - what about the 40%? 
I could sell the 40% at once. 

77. Why say over $2.50? 
To my knowledge market price over $2.50. 

78. Thus you say as a broker, that the Fu Chip shares had a 
market in the exchange on that day? 
Yes. 

79. Can you trace record of such market? 
Yes. 

80. As stock broker can you remember what Fu Chip shares 
issued at? 
Face value $1.00. 

81. Seen this document -before? 
Yes. 
Document - Exhibit D. 

82. Agreement with Fu Chip that shares issued on 23/2/73? 
J can's remember date. 

83. No market until shares listed how could there be an assessed 
price of $2.50? 
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84. 

85. 

86. 

It was after Fu Chip shares listed before discussion of take 
over . began. 

The Fu Chip shares advertised on 6/2/73, according to pros­
pectus allocation by private placing in Far East and Kam 
Ngan Exchanges. Your husband might got some at $1 each. 
Do you agree? 
Yes. 

Your husband kept them instead of selling to clients? 
Can't remember. 

Everyone looked upon shares better than money? 
At that time, yes. 

87. That's your state of mind and that of your husband's? 
Yes. 

88. At that time before Fu Chip listed Lau Yiu Long had bought 
and sold shares through your firm? 
Yes. 

89. Lau was out of Hong Kong from 10/2 to 19/2/73? After 
his return your husband approached him to include Shing On 
into the issue told Lau he might have to support Fu Chip 
shares after listing. Lau spent whole day in your office and 
on 23/2/73 you bought Fu Chip shares for Lau to support 
market agreed? 

I deny my husband approached Lau. 

90. On 23 I 2/73 Lau in your office for most of the day to watch 
the market? 
I eau's say for sure. 

91. Look at these documents, bought notes issued by you? 
Yes. 
5 notes - Exhibit E. 

92. That was first day it was listed? 
I can't remember. 

93. That was day 23/2/73 when your husband reproached Lau 
for not including Shing On? 
Can't remember the date. My husband did not approach 
him. He approached my husband. 

94. You; your husband and Lau went to Tsuen Wan in evening 
to see the Building? 

On first time we had tea in Peninsula before going to build­
ing. 

95. In evening? 
Yes. 

- 39-

In the Supreme 
Court of 

Hong Kong 
Original 

Jurisdiction 

Plaintiffs' 
Evidence 

No. 4 
P.W.l 
Ho Mei Chun 
Cross­
examination 

(continued) 

Exhibit E 



In the Supreme 
Court of 

Hong Kong 
Original 

Jurisdiction 

Plaintiffs' 
Evidence 

No. 4 
P.W.l 
Ho Mei Chun 
Cross­
examination 

(continued) 
10 

20 

30 

40 

96. On 23/2/73? 
Can't be sure. 

97. You were interested in a large building in a listed public 
Company? 
When he raised this question when he approached me, of 
course, I was. 

98. Within 3 days agreement reached? 
More than 3 days. 

99. On 26/2/73 your .P,usband and Lau went to Yung, Yu, Yuen 
& Co. to give instructions to a clerk Mr. Lau? 
I disagree. 

100. You never went? 
I disagree. 

101. Your evidence of your going on 22/2/73 or any time 
before 22/2/73 to see Philip Yuen at Yung, Yu, Yuen & 
Co. completely untrue? 
I disagree. 

102. Yuen confused this with the interview in May 1973? 
I disagree. 

103. It was then agreed that you would draft the agreements to 
be ready the next day and your husband invited Lau to go 
to Golden City for lunch at his table the next day with the 
draft agreements and that's why Lau and his brother went 
on 27/2/73? 
I disagree. 

104. Chow went through the 2 agreements with you and your 
husband and you were all cheerful Lau Kam Ching left for 
his office to fetch the Fu Chip to meet you at ground floor 
of Restaurant. All went back to your office of Wing On Co. 
All signed after Chan Kwai Wah explained to you that 
document? 
I disagree completely. 

105. No oral agreement, the 2 written agreements cover your 
entire agreements? 
There are an oral agrement. 

106. Which were told to you by your husband and incorporated? 
No. I dispute the document signed in lobby. 

107. Even before 27/2/73 you and your husband well known to 
Yung, Yu, Yuen & Co. people? 
Yes. 

108. You were their client.s? 
Yes. 
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109. 

110. 

111. 

112. 

113. 

114. 

What's so difficult to get copy of agreement? 
Since Lau promised. me one he should give me one. 

Look at P36 of Exhibit A it's public announcement about 
take over and issue of shares to your Co. on 1613173 you 
know of this? 
Yes. 

On 3113173 - Exhibit A-13, - Far East approved 
application by Fu Chip to dealings in their new shares in­
cluding your 4,200,000 you also knew? 
Yes. 

Knew that because Lau informed you on 114 or 214173? 
Can't recall if he telephoned. But I knew of this. 

On 28 I 3 I 73 at solicitors office extension of completion date 
because Far East had not yet approved? 
Yes. 
Lau telephoned you on 114 or 214 that Far East had 
approved and you could complete any time you liked? 
No. He did not. 

115. You said you would let your husband know. He rang you 
again next day for news and you again you would let him 
know? 
No. 

116. In early April Lau never rang you? 
No. 

117. Your husband? 
No. No point. 

118. Did he write to you or your husband? 
No. 

119. How did you know of Far East approval? 
It was announced in the newspapers everybody knew. 

120. On 2813173 you went to solicitors to extend agreement? 
Not at solicitor - Lau took it to our office to sign extension 
for one month. 

121. Reason for it? 
Because Far East had not approved takeover of our Com­
pany. 

122. Takeover by issue of Fu Chip shares? 
Correct. 

123. Were not you interested to know as to when Far East would 
approve? 
I was. 
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124. Think it was duty of Lau to inform you of approval? 
Yes. 

125. According to Exhibit A-13 approval given on 31/3/73 and 
you said it would be duty of Lau to inform you defendants 
say on 1/4 or 2/4/73 he telephoned to inform you? 
Can't remember. 

126. Then why you denied this 1h an hour ago? 
You did not ask me about that. 

127. Question 114 repeated? 
No. 

128. Question 115 repeated? 
No. Had he telephoned and my husband knew about that 
my husband would not have gone to TaiWan. 

129. Your husband left for convenience? 
No. 

130. You say all along you never knew of Far East approval? 
Correct. 

131. Lau will say he tried desperately to telephone your husband 
and all excuses made to stall him except that husband left 
for Tai Wan? 
Mr. Lau definitely and my husband left for Tai Wan. At 
time of extension my husband disclosed his intention to go to 
Tai Wan for a tour. 

132. Not until mid April when Lau came to Wing On that you 
told him your husband in Tai Wan? 
But my husband did tell Lau he intended to go. 

133. On that occasion you asked Lau about guaranteeing the 40% 
of shares? 
No. 

134. Not until about 24/4/73 that you told Lau the subsidiary 
agreement on 27/2/73 did not represent your intention? 
I disagree. It's sometime after 20/4/73 I sent foki for copy 
of that agreement, found that it did not represent what I 
agreed I decided to wait for return of my husband. 

135. Never spoke to Lau about it? 
No. 

136. Read Exhibit A-21 you instructed Chow to write this? 
Did not give such instructions. At that time Yung, Yu, 
Yuen & Co. chased Chow for title deeds and Chow informed 
me. I asked Chow to ask for letter of guarantee for tli.e 
2,520,000. 
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137. 

138. 

You instructed him to write this letter? 
No. I merely said that if the other party had my title deeds 
I must get back guarantee for the 2,520,000 shares. Did 
not tell him anything else. 

Read Exhibit A-22. 

Adjourned to 2. 30 p.m. 

Sgd. Simon F. S. Li 

Court resumes as before 2.30 p.m. 
Ho Mei Chun (R.F.A.) P.W.l. 
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10 Cross-Examination continued. (continued) 

Exhibit A-22 
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138. Read Exhibit A-22, do not now understand the contents? 
I do now. 

139. Was the contents of this letter related to you by Chow? 
He telephoned me saying that the other side denied this. 

140. Look at Exhibit A-23, Yung, Yu, Yuen & Co's letter to Exhibit A-23 
Hastings do you understand contents? 
I do. 

141. Mr. Chow related this to you? 
I can't remember. 

142. But this is an important matter, completion on 30/4/73 
known to you? 
Yes. · 

143. Willing to complete? 
Yes. 

144. Did you complete on 30/4/73? 
No. 

145. Why not? 
Because letter of Guarantee did not incorporate my original 
intention. 

146. Therefore not prepared to complete? 
Correct. 

147. Your husband told Lau on 24/4/73? 
No. 

148. When did you or your husband told Lau? 
On 29/4/73 after husband's return. 

149. What date of week? 
Can't remember. 

150. He went to office on Sunday? 
No. 
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151. If 29/4/73 was a Sunday what you say? 
Probably for this matter he gave Lau a telephone call. 

152. That's the telephone call about taking action? 
Correct. 

153. At that time you, husband and son unwilling to complete? 
Correct. 

154. By then you had known of contents of subsidiary agreement? 
Yes. 

155. At that time Lau was chairman of Board of Fu Chip? 
Yes. 

156. He held large block of Fu Chip shares? 
Yes. 

157. Fu Chip gone public for just about 2 months? 
Yes. 

158. Fu Chip announced to public that it issued shares to acquire 
Shing On and applied to Stock Exchange to deal in such 
shares? 
Yes. 

159. Obtained approval to deal in such shares? 
Yes. 

160. Then you told him unwilling to complete tell me what was 
his position? 
Not that I was unwilling but contents of so-called guarantee 
did not tally with original intention. 

161. (Question 160 repeated)? 
That I do not know if he failed to abide by original inten­
tion. 

162. You knew by then you had Lau in your hands? 
No. 

163. Look at the main agreement which Exhibit C you were 
going to have 4,200,000 shares of Fu Chip issued to you? 
Yes. 

164. Upon issue you could sell 40% of them? 

165. Of other 60% you had to keep for one year? 
Correct. 

166. Under the 2nd agreement (subsidiary) you were bound to 
sell and Lau bound to buy the 60% of such share for 
delivery against payment on 30/4/73 clear to you? 
No. 

167. Was that not sufficient guarantee for you by Lau? 
No. 
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168. 

169. 

170. 

171. 

Why not? 
Under Exhibit B, I was restricted. A genuine guarantee 
would just give safeguard as to the price being $2.50 

Why? 
That would obliged me to sell if prices went up. 

That's why, greed prompted you to squeeze Lau even after 
signing agreement? 
No. 

Under Exhibit B either side stood to gain or lose? 
Correct. 
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(continued) 

172. Lau entered into Exhibit B only because he had confidence Exhibit B 
in his shares? 
I disagree. 

173. Why should Lau involve himself even though Fu Chip was 
the purchaser? 
Perhaps he had confidence. 

174. You were only selling a building and by the 2 agreements 
you could sell 40% of shares at above $2.50 each and 
the rest of 60% or at least $2.50 thus your returned safe 
was not that the true agreement between you? 
No. 

17 5. But for your greed on 4/5/7 3 you had Lau to sign the 
guarantee - Exhibit A37-38 you understand contents? ExhibitA37 
Yes. 

176. This signed after cancellation of Exhibit B? 
Yes. 

177. Would you play cards which are so loaded that you will 
never win? 
But once I sit down I have to continue. 

178. Would you enter into any business in which you will never 
make money? 
If I am bound by an agreement I would have to. 

179. I said would you enter 'into a contract which bound to lose? 
If I had agreed I had to go through with it. 

180. Exhibit A-37, can the Lau brothers ever win on this docu- Exhibit A37-38 
ment or make a cent out of it? 
Of course not if on this alone. 

181. They had to give to you because you had a knife behind 
them for refusing to complete? 
No. 
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182. Can you give one reason why Lau should sign Exhibit 
A-37-38 for a matter not concerned him? 

As first the guarantors to be Fu Chip and Lau brothers. 
But according to Yuen, solicitor, a listed Co. could not 
give guarantee and therefore the Lau brothers became 
guarantor in behalf of Fu Chip. 

183. Why should they take personal risk for Fu Chip? 
Philip Yuen said even he did not read the Exhibit B before 
but it was alright as sale of commodity. He did not yet 
gone through this but it was alright. He said that at time 
of signing Exhibit A37-38. 

184. (Question 183 repeated)? 
Since they were buying our Co. they had to sign this docu­
ment as guarantor. 

185. But they did not buy, the Co. only bought from you, why 
should the Lau's involve themselves? 
They were directors of Fu Chip. 

186. Laus signed under duress? 
No. 

187. If Laus did not sign you would not complete? 
Correct. 

188. On 4/5/73 you, husband and son signed another document 
Exhibit A-39 you signed it? 
When I signed it it must have been explained to me. 

189. This was signed after Exhibit A37-38 signed? 
Correct. 

190. This, A-39, drafted same afternoon? 
Yes. 

Re-examination - nil. 

Chan Kwai Wah (Affirmed) P.W.2. 

Of lOA Wang Fung Street 4th floor Fung Wong New 
Village. Employed by Sai Sing Finance Co. It is Ltd. Co. & 
Mr. & Mrs. Pao have interest in it. Previously employed by Wing 
On Securities Co. operated by Mr. & Mrs. Pao. 

Know of their sale of Shing On shares to Fu Chip Invest­
ment Co. Ltd. Lau Yiu Long and Lau Kam Ching acted for Fu 
Chip. I know them. 
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I first had anything to do with this matter between 25 I 4 I 7 3 
and 27 I 4175. Can't remember definite date. 

I see Exhibit C, and Exhibit B and say that I have seen 
them before. The first time I saw them was on or about 27 I 4173. 
Both Exhibits dated 2712173. But I never saw them on or about 
that date. 

I can remember the date I saw because I was instructed 
by employer, Mrs. Pao, to collect something. She told me Lau of 
Fu Chip instructed solicitors to ask her for title deeds. But she 
would have to have a guarantee for stock price from him before 
handing over ttle deeds. She asked f I had receved such documents 
of guarantee. I sad never and I never knew of such matter. She 
instructed me to go to Fu Chip to ask Lau for this document. 
I went and met Lau Kam Ching who usually searched for document 
without success. He said he understood matter completed. He 
took me over to Messrs. Yung, Yu, Yuen & Co. where he found 
Mr. Yam, the clerk who said everything had been completed. I 
suggested having a look at the files. He produced a bundle of 
documents. That was first time I saw Exhibits B and C. I read 
through them and asked Yam there should be a guarantee. Yam 
pointed at Exhibit B and said that was the one. I said it looked 
like an agreement of sale in future. I asked for permission to 
take photo copy of it. Yam when pointing out Exhibit B said 
it's the same. When time came the price would be $2.50 per 
share. 

I took the copy back and explained contents to Mrs. Pao. 
At that time Mr. Pao was in Tai Wan. Mrs. Pao said that the 
guarantee as it stood was a bit different from the original intention. 
She also said that she might wait till Mr. Pao returned and discuss 
matter. 

Mr. Pao returned on 2914173. I saw him in the afternoon. 
On that day I took no part in this dispute. We worked on Sundays. 

My next involvement in this dispute was on 3014173. That 
morning Mr. Pao came in the office with brief case. He opened 
it and showed me the contents: accounts books of Shing On Co., 
bank statements, Co. seal. He gave me certain instructions. As 
result I went to see Lau Yiu Long in the same morning. I failed 
to find him in his office but found him with Mr. Yam in Yung, 
Yu, Yuen & Co. I spoke to Lau that Pao returned specially from 
Tai Wan as he was anxious to have the matter completed as 
scheduled and according to prior arrangements. 

Adjourned to 10 a.m. 

Sgd. Simon F. S. Li 
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Exhibit A-25 

40 

Exhibit B 

Exhibit B & C 

17.7.75 10 a.m. 
Court resumed. 

Chan Kwai Wah (R.F.A.) P.W.2. 
Evidence-in-chief continued. 

I also told Lau that the letter of guarantee which he 
promised to give was not yet ready and Pao liked him to have 
document prepared so that both parties could sign it. I said that 
Pao had handed everything to me and documents and things of 
Shing On could be handed over any time. Lau said Pao mis­
understood him and that the two documents already signed were 
the things wanted by Pao. I understood Lau to mean that the 
two documents signed and retained by Yung, Yu Yuen & Co. were 
the same wanted by Pao. I said according to Pao what Lau 
promised was not something that form and that Pao insisted Lau 
should prepare a letter of guarantee as he promised before Pao 
would complete the transaction. 

When I mentioned guarantee I did not mention terms of 
guarantee which were known between them. No. But I did 
mention to Lau Pao did not want an agreement of sale in advance 
and would only accept a form originally agreed to viz: a straight 
guarantee that the value would be same for one year. Lau refused 
to alter his stand. Lau said Pao misunderstood him and · that 
should Pao refused to give effect to transaction he could sue him. 
Mr. Yam said: "We can at once get an injunction from the Court". 
I said, "You should not do that. Besides yo)J are good friends. 
You have to abide by your mutual agreement. Think it over. I 
beg leave". So I left. 

On or about 215 I 13 Pao told me something. As result 
I want to see Lau and found him in Yung, Yu, Yuen & Co. He 
and Yam was in Yuen's office. I waited a while and they came 
out. Lau said that Yam had already made out a proper letter 
of guarantee. Yam gave me a draft and I took it back to Mr. 
and Mrs. Pao. On instructions I took draft to Mr. Chow of 
Hastings. As instructed Chow read the draft and typed out another 
draft for me to take back with first draft. Chow's draft is in 
Exhibit A-25. 

I conveyed messages for the meeting on 415115 but they 
also teelphoned me another. On afternoon of 3/5173 when I took 
last draft to Yam and Lau at Yung, Yu, Yuen & Co. Yam said 
it's already. Lau said it's late he arranged with Philip for them 
to go to Yung, Yu Yuen & Co. at 2 p.m. 415/73 to sign the 
document. 

On 415/73 I went to Yung, Yu, Yuen & Co. together with 
Pao, Mrs. Pao and their son. I was present when Exhibit B was 
cancelled and other documents signed. 

I am definite I did not see Exhibit B or Exhibit C on or 
about the 27/2/73. Prior to 27 I 4/73 I did not see or explain 
these documents to the Paos. 
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Cross-examination: 

1. Saw Exhibits B & C on 27 I 4173 atYung, Yu, Yuen & Co.? 
Yes. 

2. You made copies of both to take back to Mrs. Pao? 

3. 

4. 

Yes. 

Where are they now? 
I don't know. I gave them to Mrs. Pao. 

You are senior employees of Wing On? 
Yes. Do every thing for Wing On. But this is Shing On 
matter. 

5. Never saw documents again? 
No. 

6. Before going to Yung, Yu, Yuen & Co. on 27 I 4113 never 
heard of Shing On and Fu Chip transaction? 
Knew of it but not details. 

7. What did you know before Mrs. Pao gave you instructions? 
Only that they were selling Shing On to Fu Chip by way of 
takeover. No mention of price. 

8. Before 27 I 4173 met Lau? 
Yes. Did not know him well. 

9. When and where? 
Most probably at ten and lunch time. 

10. Ever seen them up your office? 
No such recollection. 

11. You deal with sale and buy notes of Wing On? 
I was only an administrative and accounts side but not 
business. 

12. Buyers' business covered by accounts side? 
Yes. But I don't see the person. 

13. When people came up to office you see them? 
Not from where I got - my back toward them. 

14. Know Lau Yiu Long a good customer of your Co.? 
I have seen his name several times in accounts notes. 

15. You never saw him in your office? 
That I can't remember clearly. 

To Court: I saw him in March. 

16. Did you see him in office before 27 I 4173? 
I am still not clear. I now say I could not have seen him 
in office in March. Nor in February. · 
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Exhibit E 

20 

17. Remember the day when Fu Chip was listed in the Kam 
Ngan Exchange? 
No. 

18. Not interested? 
It's listed in Far East, not Kam Ngan. 

19. Look at Exhibit D, prospectus, your boss had forms for 
application? 
Yes. 

20. He never offered you some? 
I never did this. 

21. Can you now say when Fu Chip listed? - 23/2/73? 
Yes. 

22. Mrs. Pao admitted Lau Yiu Long in Wing On Office for 
better part of day, know anything about this? 
Really it had not come to my notice. 

23. Whose initials were this on Exhibit E? 
One Mr. Leung who has already left the firm. 

24. Recognise the signatures of the Pao's- 3 of them? 
Yes. 

25. Look at the crossed out signatures recognise them? 

Yes. They are the Pao's signatures. 

Exhibit B-1 Document - Exhibit Bl. 

Exhibit C 

26. You knew your Yiu Long well? 

Not well. 

27. You on 27/2/73 at office of Wing On applied Co. seal of 
Shing On on 2 documents i.e. Exhibit C and carbon copy 
of Exhibit C? 

Not so. 

28. This is the other copy? 

30 Not so. 

29. You did go after explaining the documents? 

No such thing. 

30. What happened to see Lau Yiu Long and failed to find him, 
what happened? 

Lau Kam Ching told me Yiu Long not in. 
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31. 

32. 

33. 

Knew Lau Kam Ching? 

He told me he's Lau Kam Ching. 

If he did not know you why should he take you to Yung, 
Yu, Yuen & Co.? . 

In fact he took me. 

On 30/4/73 you and Lau Yiu Long never met at Yung, 
Yu, Yuen & Co.? 

We did. 

34. Met him at Fu Chip? 
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(continued) 

10 Not so. 

35. Told Lau that if Lau guarantee 60% he would complete? 

Not that way. 

36. Lau was mad and told you to get loss (Mrs. Pao wanted 
·40% and now 60% )? 

No. 

37. Throughout interview you were very polite? 

Not so. 

38. No meeting between Lau and You on l/5/73 because Lau 
went to Wing On to tackle Pao? 

20 I knew nothing of this. 

30 

39. There after you acted as runner between Yung, Yu; Yuen 
& Co. and Hastings? 

For the draft,yes. 

40. That's occasion when you and Lau went to see Yam on 
3/5/73? 
Yes. I saw them 2 together. 

Re-examination: 

As I said I never applied Shing On Co. seal on Exhibit C P.W.2 
or its copy. Also said on 30/4/73 Pao handed me thing including Chan Kwai Wah 
Shing On seal. Prior to 30/4/73 I never saw the Shing On seal Re-examination 
at all. 
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Exhibit Al-6 

Exhibit A-7-9 30 

Exhibit A-20 

40 

Chow Hin Yau (Affirmed) P.W.3. 

of 462 Nathan Road 5th floor. Clerk of Hastings & Co. 
Been so since 1/1/46. Known Pao family nearly 10 years. They 
had landed property transaction in our office. That's why. Apart 
from so acting now became a family friend of them. I know they 
have habitual luncheon place at Golden City Restaurant in 1973. 
Can't remember which floor. In those days I did not lunch with 
them often. Lunched with them only when they telephoned to 
ask me - not even few times a month. They asked about once 
or twice a month. 

I see Exhibit A-1 to 6, the main agreement and say I saw 
it first at end of February 1973. Pao rang me to meet him at the 
Golden City Restaurant. He did not tell me the purpose of the 
lunch. When I arrived I saw Mr. and Mrs. Pao with over 10 
persons. Can't remember who else. But 1st defendant was there. 
Mr. Ho San Kuen, solicitor, present. But he did not participate 
in conversation. He knew the Pao's. I think young Pao was there 
too. Pao produced a document and asked me to explain and inter­
prete to him. I did, not word for word but only the material parts 
of document. I did go through Clause 4 with him. 

Before then I knew nothing about this transaction. Nor 
did I know Pao family was going to sell Shing On. That was first 
time I saw Lau, the 1st defendant. I was asked to explain docu­
ment simply because I am a family friend. I left the party before 
2 p.m. They were still having lunch. Before I left Pao never asked 
me to explain any other document. Exhibit A 1-6 was the only 
document I saw- no others, none at all. Nor did I see any one 
signing any document - not even Exhibit A(l-6). 

I can't remember if I have met Lau Kam Ching. 

I see Exhibit A(7-9) and say that I saw photo copy of it 
just prior to commencement of proceedings i.e. May 197 4. I saw 
it was brought to me by Chan for that purpose. Can't remember 
whether I saw it before that. I explained Exhibit 7-9 to Pao 
after Chan brought it to me. Not before that. 

In early 1973 Hastings & Co. acting for Tsuen Wan Shing 
On Estate Co. Ltd. in sale of units in Wing On Building. I retained 
title deeds of Wing On. 

I see Exhibit A-20. I remember receiving this letter. I rang 
up either Pao or his wife to ask if I should part with title deeds 
to Yung, Yu, Yuen & Co. They said no because they wanted to 
get a guarantee. She said "They have not given us a guarantee. 
You should not part with title deeds to Yung, Yu, Yuen & Co.". 
I asked her what was the guarantee. She gave me a figure of so 
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many shares and so much. Thus I wrote a letter in reply of which 
Exhibit A-21 is a copy. She ·just gave me a figure. I had no 
document to check and I just put · it down. I also received later 
Exhibit A-22. I telephoned Mr. Pao or Mrs. Pao and passed on 
the message contained in Exhibit A-22. Then I received Exhibit 
A-23. I took similar action as I took with Exhibit A-22. 

I see Exhibit A-25 at end of April Chan Kwai Wah took a 
draft to me and said Pao wanted me to redraft document in such 
form as to bind the other party to fulfil a guarantee. Exhibit A-25 
is the redraft by . me. The undertaking was set out in terms in 
Exhibit A-25. It was drafted as results of instructions given by Chan 
and details obtained from first draft brought by Chan. 

Can't remember if I was told anything about this deal 
between 27/2/73 and the time I saw the draft. Can't remember 
if I had contact with Pao's apart from the telephone conversations 
over letter from Yung, Yu, Yuen & Co. 

As to the alterations on Exhibit A-25. I only inserted the 
2,520,000 shares etc. done by me. Also the 6th line from bottom 
by me. Also 30th April in 3rd line from bottom. All other altera­
tions done by someone else. I got figures from Mr. Chan and 
made alterations in my own draft. 

Adjourned to 2.30 p.m. 

Sgd. Simon F. S. Li 
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Resume 2.30 p.m. 

Chow Hili Yau (R.F.A.) P.W.2. 

Evidence-in-chief continued. 
When drafted guarantee I was acting for Pao's as a friend 

and not professionally. I protected their interests in capacity of a 
friend. 

Cross-examination: 

1. In 1973 you were good friend of Pao family? 
Yes. 

2. To-day how can you remember so vivid a lunch in 27/2/73? 
The date approx. So were number of people at the party. 

3. Can't tell document a month before? 
No. 

4. When directed mind to case? 
At commencement of action. 

5. That is months later? 
Yes. 

6. What prompted you to remember? 
I went through the papers. 

7. Look at Exhibit B,why so certain never saw it before at 
27/2/73? 
That's because I saw only one document on that day. 

8. Could make a mistake? 
No. I never saw it in February 1973. 

9. Based on recollection 14 months later? 
Yes. 

10. Brain washed? 
No. 

11. Look at Exhibit C, is this the document you saw? 
Yes. 

12. Was there a duplicate to it when you saw it? 
No. I saw only one. Can't say if original or copy. 

13. Did you see this man (Lau Kam Ching) on 27/2/73? 
I can't remember that day. Might have seen him later. 
He's younger brother. 
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14. How know he's younger brother? 
May be afterward when he came for title deeds. 

15. When? 
After transaction in May 1973 or when Co. changed name 
to Jack Carter. 

16. Met him on 27/2/73? 
He might be there but I can't remember. 

17. When Pao asked you to lunch always be business? 

No. Sometimes just a chat and lunch. 

18. On that occasion when was invitation given? 

Before lunch. 

19. You must be interested in Exhibit C when read it? 

No. 

20. Was not Shing On your clients? 

Yes. 

21. Hastings selling its flats? 
I 

Yes. 

22. Were you not interested in firm's practice? 
I don't mind. We have been friends for so many years. 
We are not instructed to sell. 

23. Did Pao told you that day about the guarantee? 

No. No mention of any guarantee. 

24. Look at Exhibit A-20, did you contact Mr. Pao? 

Can't remember if I rang Pao or Mrs. Pao. 

25. But say in evidence in chief say talked to Mrs. Pao? · 

I telephoned but can't remember whether Mrs. Pao or Mr. 
Pao who might not be in office. 

26. Why not insist on Mr. Pao? 

The same. 

27. Look at A-21, your instructions from Mrs. Pao only? 

Yes. 
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28. Who were your clients? 

The Tsuen Wan Shing On Invesmtent Ltd. 

29. Shares not to be issued to that Co., can you explain? 

That what I was told. 

30. How could Ltd. Co. asked for guarantee? 

I was so informed. 

31. You know far more about this matter? 

No. 

32. Instructed to ask for guarantee for 4,200,000 shares? 

I don't know. Pao's told me for sake of convenience for 
shares to go public to consult Yung, Yu, Yuen & Co. also. 
That's why papers not in our possession. 

33. Look at Exhibit A-22, did you have copy of agreement 
referred in last para.? 

No. I merely rang Mrs. Pao to convey their refusal. 

34. Anyway you knew there was an agreement? 

Up to that stage we had no copy of the agreement. 

35. Could get copy from Yung, Yu, Yuen &. Co.? 

At that time she was very nervous and feared I had sent title 
20 deeds to Yung, Yu, Yuen & Co. That's why I wrote at 

once. 

36. But Yung, Yu, Yuen & Co. said instructed by Tsuen Wan 
Shing On? 

Yes. But I trusted the Pao. 

37. Who's your client? 
Tsuen Wan Shing On. 

38. How do you spell Pao? 

P.A.O. 

39. Is that why the amendment on 27/2/73 in Exhibit B? 

30 I did not amend it. 

40. You were there, saw Exhibit B and advised amendment? 

No. I never saw Exhibit B. 
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Re-examination: 

I see Exhibit A-4 the Paos were spelt with a "B" i.e. "BAO". If 
a legal document describe Pao as Bao and I am asked to read it. I'll ask 
for I.D. Card. 

Pao Lap Chung (Affirmed) P.W.4. 

Of 1B Mei Fu Sun Chuen 8th floor Kowloon. I'm 3rd plaintiff. 
Son of 1st plaintiff and 2nd plaintiff. At one time a non-executive direc­
tor of Tsuen Wan Shing On Investment Ltd. I took no part in 
negotiations between Shing On and Fu Chip for takeover. Parents tell 
me. 
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Pao Lap Chung 
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I see Exhibit C. I identify my signature. I signed on 27/2/73 at Exhibit C 
Golden City Restaurant, 1st floor. My parents went first I joined them 
after my work. That's the only one I signed. 

I see Exhibit B. I identify my signature. I signed it on same day Exhibit B 
at Golden City but not on 1st floor. It's after lunch on ground floor 
that I signed it. 

After signing Exhibit C we continued lunch. Then we left together. 
On ground floor Lau Yiu Long told me not to leave yet as his brother . 
was bringing another document. I was in a hurry to go back to Tsuen 

20 Wan. No sooner than Lau finished asking Lau Kam Ching came with 
a document saiyng that it was a mutual guarantee which he had to rush 
to Far East Exchange. Exhibit B is that document. · 

My English standard up to Form 2 or Form 3. I did not read it 
since Lau Yiu Long said it's urgent and my father and mother signed it. 
So I also signed. Prior to this Lau Kam Ching was not at the table 
with us. 

After signing Exhibit B I left for Tsuen Wan. Did not know 
where parents went. I never went to Wing On Securities Co. after lunch 
on that day. Never signed any document at Wing On Co. that day. 

30 On 4/5/73 I went with parents to Yung, Yu, Yuen & Co. I see 
Exhibit A(37-38) and Exhibit B- also Exhibit A-39. Exhibit A(37-38) 
Guarantee signed by Lau. Exhibit 39 Guarantee signed as Exhibit B 

· cancelled agreement. 
Present: 

Self, father, mother, Chan, Lau Yiu Long and Lau Kam Ching and 
Philip Yuen who explained documents to us. Then Guarantees signed 
and Exhibit B cancelled. 

Then all went to Charles Marfan for share scrips. 
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Cross-examination: 

1. Where lunches on Thursday 10/7 /75? 
Can't remember clearly. 

2. In 1973 you were an authorised clerk in Kam Ngan 
Exchange of Wing On Security Co.? 
Yes. 

3. You were actually trading in February 1973? 
Yes. 

4. February 1973 was height of share market? 
Yes. 

5. You were very very busy? 
Yes. 

6. Why went back to Tsuen Wan in afternoon? 
At that time, no afternoon market. 

7. No market to enable you to clear booklog? 
Yes. 

8. Why returned to Tsuen Wan? 
Once I handed back the trading notes to Wing On I finished 
my work. 

9. You went back to Wing On to sign four documents? 
Not so. Signed 2 in Golden City Restaurant. 

· 10. You only signed one document on ground floor? 
Yes. 

11. Before signing read it? 
No. 

12. Knew what you were signing? 
Lau said it's mutual guarantee. Besides, I respected father'.s 
idea. 

13. If father acted like a fool, you as son protect him? 
Yes. 

14. Shouldn't you try to read document first? 
Father trusted Lau Yiu Long and took his word for it. I 
could sign it if he did. 

15. If he's a fool you joined him? 
He's normal and he's no fool in signing it. 
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16. Sure you signed without reading it? 

Correct. 

17. No amendment made thereon? 

18. 

19. 

20. 

No. 

Remember clearly none? 

Right. 

Only signed one on ground floor? 

Yes. 

Look at Exhibits B and B 1, compare them see signature 
on both? 

Yes. 

21. Exhibit B and Bl identical copies? 

Yes. 

22. When did you sign the other? 
Can't remember. 
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Exhibits B & B 1 

23. Look at Exhibit B1 - Page 1, your name typed Bao, who Exhibit Bl 
changed it to Pao? 
I don't know. 

24. You initialed it (amendment)? 

20 Not my initial. 

25. Who initialled? 

My father. 

26. Left with father? 
No. On that day, after I signed. I left first. 

27. You were last one to sign? 

Yes. I left soon after I signed. 

28. Look at Exhibit B when did you sign it? 
Can't remember. 

29. Amend? 
30 Can't remember. 

30. Compare Exhibit B and B1, signed your name by same pen? Exhibits B & Bl 
Looks like it. 
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31. So's your father's signature? 

It does not. 

32. Mr. Lau's? 

It does not. 

33. Was any further party suppose to sign either one of B or B1? 
I don't know. Only concerned with my own signature. 

Once I signed I left. 

Re-examination - Nil. 

Zimmem: 

Plaintiff's evidence. 

Not to open 
Call witness. 

Chu Wing Cheung (Affirmed) D.W.l. 

Of 58 King's Road, 13th floor Flat B. I am a certified Public 
Accountant employed by Charles Marfan & Co. Been so employed 
since 1952. 

I know 1st defendant, Lau Yiu Long. In February 1973 I acted 
for him in connection with the listing of shares in Fu Chip Investment 
Co. I have file connecting with certain acquisitions - Prospectus 
Acquisitions etc. Fu Chip Investment Co. Ltd. 

I see Exhibit C, I find, in my file, a copy of Exhibit C. This copy 
came to my possession about time of take over of Shing On. Reading a 
letter dated 7 I 3 I 73 it appears that this copy in question must have 
reached me before 7 I 3 I 73. I produce it. 

Copy of Exhibit C - Exhibit C 1. 

Once Exhibit C 1 reached me it had been kept in file and I had 
possession of file always. 

On Exhibit C 1 some writings in red and green ink. Those were 
mine. 

Adjourned to 10 a. m. 

Sgd. Simon F. S. Li 
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Re-examination: 

I see Exhibit A-4 the Paos were spelt with a "B" i.e. "BAO". If 
a legal document describe Pao as Bao and I am asked to read it. I'll ask 
for I.D. Card. 

Pao Lap Chung (Affirmed) P.W.4. 

Of 1B Mei Fu Sun Chuen 8th floor Kowloon. I'm 3rd plaintiff. 
Son of 1st plaintiff and 2nd plaintiff. At one time a non-executive direc­
tor of Tsuen Wan Shing On Investment Ltd. I took no part in 
negotiations between Shing On and Fu Chip for takeover. Parents tell 
me. 
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I see Exhibit C. I identify my signature. I signed on 27/2/73 at Exhibit C 
Golden City Restaurant, 1st floor. My parents went first I joined them 
after my work. That's the only one I signed. 

I see Exhibit B. I identify my signature. I signed it on same day Exhibit B 
at Golden City but not on 1st floor. It's after lunch on ground floor 
that I signed it. 

After signing Exhibit C we continued lunch. Then we left together. 
On ground floor Lau Yiu Long told me not to leave yet as his brother 
was bringing another document. I was in a hurry to go back to Tsuen 

20 Wan. No sooner than Lau finished asking Lau Kam Ching came with 
a document saiyng that it was a mutual guarantee which he had to rush 
to Far East Exchange. Exhibit B is that document. 

My English standard up to Form 2 or Form 3. I did not read it 
since Lau Yiu Long said it's urgeri.t and my father and mother signed it. 
So I also signed. Prior to this Lau Kam Ching was not at the tab1e 
with us. 

After signing Exhibit B I left for Tsuen Wan. Did not know 
where parents went. I never went to Wing On Securities Co. after lunch 
on that day. Never signed any document at Wing On Co. that day. 

30 On 4/5/73 I went with parents to Yung, Yu, Yuen & Co. I see 
Exhibit A(37-38) and Exhibit B- also Exhibit A-39. Exhibit A(37-38) 
Guarantee signed by Lau. Exhibit 39 Guarantee signed as Exhibit B 
cancelled agreement. 
Present: 

Self, father, mother, Chan, Lau Yiu Long and Lau Kam Ching and 
Philip Yuen who explained documents to us. Then Guarantees signed 
and Exhibit B cancelled. 

Then all went to Charles Marfan for share scrips. 

-57-. 



In the Supreme 
Court of 

Hong Kong 
Original 

Jurisdiction 

Plaintiffs' 
Evidence 

No. 4 
P.W.4 
Pao Lap Chung 
Cross­
examination 

(continued) 
10 

20 

30 

Cross-examination: 

1. Where lunches on Thursday 10/7 /75? 
Can't remember clearly. 

2. In 1973 you were an authorised clerk in Kam Ngan 
Exchange of Wing On Security Co.? 
Yes. 

3. You were actually trading in February 1973? 
Yes. 

4. February 1973 was height of share market? 
Yes. 

5. You were very very busy? 
Yes. 

6. Why went back to Tsuen Wan in afternoon? 
At that time, no afternoon market. 

7. No market to enable you to clear booklog? 
Yes. 

8. Why returned to Tsuen Wan? 
Once I handed back the trading notes to Wing On I finished 
my work. 

9. You went back to Wing On to sign four documents? 
Not so. Signed 2 in Golden City Restaurant. 

10. You only signed one document on ground floor? 
Yes. 

11. Before signing read it? 
No. 

12. Knew what you were signing? 
Lau said it's mutual guarantee. Besides, I respected father's 
idea. 

13. If father acted like a fool, you as son protect him? 
Yes. 

14. Shouldn't you try to read document first? 
Father trusted Lau Yiu Long and took his word for it. I 
could sign it if he did. 

15. If he's a fool you joined him? 
He's normal and he's no fool in signing it. 
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16. · Sure you signed without reading it? 

Correct. 

17. No amendment made thereon? 

18. 

19. 

20. 

No. 

Remember clearly none? 

Right. 

Only signed one on ground floor? 

Yes. 

Look at Exhibits B and B 1, compare them see signature 
on both? 

Yes. 

· 21. Exhibit B and B 1 identical copies? 

Yes. 

22. When did you sign the other? 

Can't remember. 
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Pao Lap Chung 
Cross­
examination 
(continued) 

Exhibits B & BI 

23. Look at Exhibit Bl - Page 1, your name typed Bao, who Exhibit BI 
changed it to Pao? 

I don't know. 

24. You initialed it (amendment)? 

20 Not my initial. 

25. Who initialled? 

My father. 

26. Left with father? 

No. On that day, after I signed. I left first. 

27. You were last one to sign? 

Yes. I left soon after I signed. 

28. Look at Exhibit B when did you sign it? 
Can't remember. 

29. Amend? 
30 Can't remember. 

30. Compare Exhibit B and Bl, signed your name by same pen? Exhibits B & BI 
Looks like it. 
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31. So's your father's signature? 

It does not. 

32. Mr. Lau's? 

It does not. 

33. Was any further party suppose to sign either one of B or Bl? 
I don't know. Only concerned with my own signature. 

Once I signed I left. 

Re-examination - Nil. 

Zimmem: 

Plaintiff's evidence. 

Not to open 
Call witness. 

Chu Wing Cheung (Affirmed) D.W.l. 

Of 58 King's Road, 13th floor Flat B. I am a certified Public 
Accountant employed by Charles Marfan & Co. Been so employed 
since 1952. 

I know 1st defendant, Lau Yiu Long. In February 1973 I acted 
for him in connection with the listing of shares in Fu Chip Investment 
Co. I have file connecting with certain acquisitions - Prospectus 
Acquisitions etc. Fu Chip Investment Co. Ltd. 

I see Exhibit C, I find, in my file, a copy of Exhibit C. This copy 
came to my possession about time of take over of Shing On. Reading a 
letter dated 7 I 3 I 73 it appears that this copy in question must have 
reached me before 713173. I produce it. 

Copy of Exhibit C - Exhibit Cl. 

Once Exhibit Cl reached me it had been kept in file and I had 
possession of file always. 

On Exhibit C 1 some writings in red and green ink. Those were 
mine. 

Adjourned to 10 a.m. 

Sgd. Simon F. S. Li 
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Resume 10 a.m. 

Gittins: No cross-examination of Chu. 
But ask for file to be made Exhibit. 

File produced by counsels - Exhibit F. 

Lau Yiu Long (Affirmed) D.W.2. 

In the Supre~m 
Court of 

Hong Kong 
Original 

Jurisdiction 

Defence 
Evidence 

Of Wan Fung Building, 13th floor Flat C-1 at 152 Tin Hau Temple ~~ ~ 
Road Hong Kong. Land investment merchant. Have known 1st L~u · Yiu Long 
plaintiff and 2nd plaintiff since middle of 1971. Examination 

Prior to transaction in question had other transactions with them. (continued) 

10 I used to buy and sell shares through their Wing On Securities Co. 

In early 1973 I was chairman of Board of Fu Chip. For first time 
then Fu Chip shares quoted in Stock Exchanges. I see Exhibit D, and Exhibit D 
say on day it was published I was in Hong Kong. But I was away soon 
after. On 10/2/73 I went to Macau. Returned on 11/2/73. On 
1"2/2/73 I went to Tai Wan and returned on 19/2/73. 

I see document which is my passport. I find relevant entries in. 
in respect of those two trips. 

(Gittins agreed as to those dates). 

On return from Tai Wan I met Mr. Pao on either 20/2/73 or 
20 21/2/73. Pao called at my office to see me. Can only remember 

important fact. Pao asked me how, as a friend, I failed to notify him 
as to listing of our shares and that as we were friends he could have 
been counted in the game. He said that had I notified him beforehand 
he could have his Wing On Building included in whole scheme. I said 
I could do nothing as everything had already been completed and that if 
he still felt interested we could talk about it after listing and then by 
way of takeover. Pao suggested that onthe day of listing I should go to · 
Wing On Co. so that he could watch the market for me. That's all in 
that meeting. ii .. 

30 Fu Chip first listed on 23/2/73. 

40 

I was already in Wing On before 10 a.m. I went because of Fu Chip 
shares being listed first day and I wanted to watch the market. I bought 
Fu Chip shares that morning. I see Exhibit E and say that the first 4 
copies all bought notes of Fu Chip shares. 

After close of market on that day I asked my wife to ring Mrs. 
Pao. We arranged to meet at lobby of Peninsula Hotel. Mr. and Mrs. 
Pao, self and my wife met. The purpose was to discuss matter of taking 
over Tsuen Wan Shing On. I told them as result of our talk the other 
day I was keenly interested in the take over. I inquired into his intention 
and ask him to tell me the situation of the building in Tsuen Wan. Mr. 
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and Mrs. Pao gave detailed account as to situation of building viz. there 
were 70 odd domestic units all of which had been sold except the 2 units 
on the top floor, business units on 2nd floor and ground floor had not 
yet been sold. 

I asked for their price. Pao told me that Kieu Fung Sau Kee 
offered $8 million and he refused. I asked how much he wanted. He 
said he would let me know after he worked out the figures. 

From the Peninsula the Paos went into our car to go to the site of 
Wing On Building. It's quite dark. We just had a look outside build­
ing. We went back to town and sent the Pao's home. No price was 
mentioned on route. He arranged to meet me at Wing On on the next 
day. During the trip no mention was made of the mode of buying the 
building. 

On 24/2/73 we met at about 11 a.m. in Wing On Co. I saw both 
Pao and Mrs. Pao. I asked them the price and he gave it as $11,000,000. 
I asked how he worked out that figure to be worth that much. He said 
he had to work it out again. That morning the mode of transaction was 
discussed I made it clear it would not be a cash transaction but by 
allocation of shares. Both had no objection. Before I left I told Pao 

20 that he should work out price quicker as I was taking over 3 other build­
ing site in the scheme and hope our transaction could be included in 
time together. Said we were businessmen and had to make decisions 
quickly. 

On my retur.n shortly Pao rang me saying he would come to see me. 
Pao arrived with brochures concerning sale of his building in Tsuen Wan. 
Also written on a piece of paper setting out prices for the upper floor 
units and ground . floor. units together with the prices of . units already 
sold. All these figures added up to $10,800,000. Also written was that 
such figure included his undertaking to account for the deposit collected 

30 in respect of the units already sold. I replied that the price was clear 
but I must discuss it with my brother Lau Kam Ching and would meet 
him following Monday. 

On following Monday, 26/2/73 we met. We talked about the 
price. I first offered $8.5 million. They declined. Mrs. Pao wanted 
$11 million. I refused because even figure they worked out was $10.8 
million. Then Mrs. Pao suggested $10.8 million. Hackling took place 
and eventually agreed upon figure of $10.5 million and that payment to 
be made by way of allocation of shares valued at $2.50 each. It took 
only half an hour to reach this agreement. I was anxious to acquire 

40 and they were anxious to sell. After agreement reached Mrs. Pao told 
me she had licence as stock broker and in future we could join to be 
banker in a game. At that time we were all in high spirit. We met 
again that afternoon to talk of details of the transaction. I suggested 
that the share allocated to them should not be sold for one year as to 
60%. I gave them the reason. 
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- that as major shareholder they must support the shares. They were 
well pleased saying that we were in same boat and hope boat would float. 

Then Mrs. Pao asked what happened if shares dropped below 
$2.50. I shall I could sign agreement with her to my back the shares 
at $2.50 after one year. Both Mr. and Mrs. Pao agreement. Then Pao 
and I went to see Mr. Yam at Yung, Yu, Yuen & Co. I gave an 
account to Yam of take over by Fu Chip of Shing On Co. Yam 
was instructed to prepare two agreements - one for take over of Shing 
On by Fu Chip by issuing 4.2 million shares of Fu Chip to acquire on 
shares of Shing On . Co. 
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Lau Yiu Long 
Examination 

I made clear that tender had to pay for balance of construction (continued) 
costs for Wing On Building - the only asset of Shing On. Also 60% 
of the shares i.e. 2,520,000 shares of Fu Chip should not be sold within 
one year. Wing On Building to be completed by the end of June 1973. 

The other agreement was that I undertook to buy back from Mr. 
and Mrs. Pao the $2,520,000 issued to them at $2.50 each at the end 
of one year. 

Pao On was present throughout the time I gave these instructions. 
Yam asked me for specific day. After same discussion we, Pao and I 

20 agreed to date to be 30/4/74. Yam repeated all my instructions to us 
and asked us if that was agreed. Neither Pao nor I objected. 

I asked Yam when could we signed. Yam said next morning. I 
asked Pao if alright to sign document at Yung, Yu Yuen & Co. Pao 
said no and asked me to have tea with him on 4th floor at Golden City 
Restaurant before 1 p.m. and that I should bring the 2 agreements so 
that he might show them to Chow Hin Y au of Hastings. 

On following morning I and Lau Kam Ching went to Yung, Yu, 
Yuen & Co. about noon. Yam gave me 4 copies of documents (originals 
and copies). From there we went to Golden City Restaurant. Before 

30 we left Yam explained contents of documents in detail. 

On arrival at 4th floor of Golden City I saw Pao and Mrs. Pao 
and others already at the table. All friends of Pao. I handed all 4 
documents to Pao. Pao handed them all to Mr. Chow who was intro­
duced to me. Chow was the one who gave evidence yesterday. Chow 
then proceeded to explain the documents in great details, sentence by 
sentence to Mr. and Mrs. Pao. In all it took about 20 minutes. But 
none of the documents was signed there. Throughout that lunch Lau 
Kam Ching was present. 

After lunch we followed Pao back to Wing On Co. However, I 
40 told Pao to wait for a while on ground floor so that Lau Kam Ching 

could go back to Wing Lok Street to get the rubber chop. We waited 
there for about 15 minutes. At that time documents were in Pao's 
possession. On Lau Kam Ching's return we all walked to Wing On 
-· me, Kam Ching, Mr. & Mrs. Pao and Pao Lap Chung. 
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20 

Exhibit 13 

30 

40 

At Wing On Pao handed the documents to Chan K wai Wah to read. 
I knew Chan Kwai Wah. Chan explained generally an outline of such 
documents. Then we, five of us, signed the documents. 

I see Exhibit B, I identify my signature therein. I also identify 
my signature therein. Also my signature on Exhibit Cl. I also identify 
the signatures of Exhibit. Cl as those of Mr. Pao, Mrs. Pao and Pao 
Lap Chung. I see a seal in middle of page in Exhibit C and say it was 
applied at the time of signing the documents by Chan K wai Wah. He 
applied the seal to 2 documents. After signing the documents returned 
to me and I at once took them to Mr. Yam of Yung, Yu, Yuen & Co. 
I got copy of take over agreement to be taken to our accountant Charles 
Marfan. 

Subsequently saw the Pao's often. On 27/3/73 I went to Wing 
On to watch the market. I inquired if work on Wing On Building com­
pleted. Pao said it's been completed but no ocupation permit yet. Pao 
then suggested an extension of one month. I said no problem because 
Far East Exchange to deal in the allocated shares hand not yet been 
approved. So I instructed Yam to draft extension indorsement. Made 
appointment to have Mr. & Mrs. Pao and Pao Lap Chung to go to 
Yung, Yu Yuen & Co. to sign the indorsement for extension. It was 
duly signed in presence of Yam. 

I see Exhibit 13, I was notified of the contents therein on 2/4173. 
I at once notified Mrs. Pao by phone and express my hope that comple­
tion of our transaction would take place at an earlier date. Mrs. Pao 
said she would inform Pao. A day or two later I phone Mrs. Pao again. 
She said Pao had not quite resolved yet and was still thinking the matter 
over. I asked her to discuss the matter with him and let me know 
their decided date for completion. 

I waited for another week and still had no news. I made many 
phone calls everywhere to locate Pao. I tried Tin Shin Goldsmith, Sai 
Sing Goldsmith, Wing On and Pao was not in any of these places. I 
even telephoned his own home as late as midnight. His servant either 
he's out to social engagement or at a meeting. Could not contact him. 
But never told that Pao went away. 

Then on 16/4/73 or 17/4/73 I went to Wing On Co. and saw Mrs. 
Pao. I asked her about the date of completion. She said that it's for 
Pao to decide and Pao was away from Hong Kong. She also requested 
that I should give a guarantee in respect of the 40% of shares which 
she could sell at once that such shares should not fall below $2.50 each 
within one year. I refused since we had already signed two agreements. 
I reminded of the agreement concerning the take over and my contract to 
buy back 60% of the shares was good enough. She said she knew no 
English and thus blindly signed the agreement about the 2,520,000 shares. 
Immediately I rebutted that she's in real estate business and that she 
signed many contracts of such nature and she signed after Chow ex-
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plained to her. She insisted I had previously guarantee the price of 
the 40% as well. No result I left. I at once went to Yuen Pak Yiu 
to discuss this business. 

Exhibit 20 was sent on my instructions I saw Mrs. Pao again on 
24/4/73 and I asked her why title deeds had not been turned over after 
our letter in Exhibit 20 dated 19/4/7 3. She said there could be no 
transaction unless I gave her a guarantee that the 60% of shares she's 
not allowed to sell in one year should not fall below $2.50 each within 
one year. Again she said I had already agreed with her on that. 
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10 I see Exhibit A-21, letter from Hastings to Yung, Yu, Yuen & Co. Lau Yiu Long 
dated 25/4/73. Yuen, solicitor, personally explained contents to me: I Examination 
gave instructions of him to reply which is in Exhibit A-22 dated (continued) 
27/4/73. 

For _ rest of April I did not see the Paos again. But instructed 
Yung, Yu, Yuen & Co. to remind Paos of completion date of trans­
action. For the same period, however, I saw their employee Chan Kwai 
Wah who came on the 30/4/73 at noon to my office. He spoke to 
me politely that Pao had return and instructed him to say Pao was 
willing to complete the transaction but only on condition that Fu Chip 

20 would guarantee the 60% of shares he's not allowed to sell in one year 
should not fall below $2.50 each in one year. I flew into a rage at 
once. I said a few days before Mrs. Pao asked to have guarantee for 
40%, then 2 days ago, I receive a letter requiring guarantee of 100% 
and now you want it from Fu Chip for 60% obviously. They were 
making things difficult. Chan K wai Wah then said in nice way that I 
was not to bother about a woman's talk. I told Chan that it was the 
last days for the completion and if Pao did not complete I would sue him. 
Then Chan left. 

Adjourned to 2.30 p.m. 

30 Sgd. Simon F. S. Li 
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Resume 2.30 p.m. 

Lau Yiu Long (R.F.A.) D.W.2. 

Evidence-in-chief continued. 

On 115/73 I went in morning, to Wing On Co. where I saw Pao. 
I said to him: "As friend you should not make things so difficult for 
me. The matter of take over of that building published in the papers, 
approval to deal given by Exchange. Without completion Fu Chip can't 
take over the building. That will be bad news in the market. Society 
will lose confidence in my shares and they will be bound to slump tell 
me what I can do". Pao was · very heated and said "At any rate I 
won't complete the transaction short of the guarantee". Probably he 
referred to the one previously mentioned. He said "Are you going to 
sue me? By all means. I have no fear because I received not a cent 
of deposit from you." I said: "If I sue you I am forced to do so". 

Did not see them on 215173. But in morning on 215173 Chan 
K wai Wah came to see me in Fu Chip office. Chan said he hope that 
we would settle the matter. As an employee he did not want to see his 
boss in law suit. If a guarantee was needed it would settle matter. I 
said impossible to settle the matter. He said once there's law suit there's 

20 nothing to gain. Consequence too obvious. He said as for the guarantee 
let us not talk of Fu Chip. All that's required was a guarantee that 
60% of the shares should not fall below $2.50 within a year but all 
5 directors of Fu Chip should sign it. I said definitely it would not 
work. I said the existing executor directors were self and brother. The 
other 3 directors each held . only 100,000 to 200 ~000 shares. They 
would certainly not be prepared to guarantee involving millions. Chan 
agreed and said he would talk to Pao. 

Same day Chan came to my office as again in the afternoon. He said 
that Pao had agreed to both me and my brother only signing. In 

30 addition he raised 2 other requests viz: the name of Wing On should not 
be changed and that the completion of these units sold through Hastings 
should be done in Hastings and by Mr. Chow. I said I would give a 
reply after I consulted my brother Lau Kam Ching. 

I did consult Lau Kam Ching and explained the situation to him 
that we had been cornered and had no alternative. My brother said: 
"Do as you please". I met Chan on 815173 when he come again about 
11.30 a.m. I raised no objection to giving Chow the job but could not 
have it in document to be prepared by Yung, Yu, Yuen & Co. Chan 
agreed to pass on message. 

40 In the afternoon on 3 I 5 I 73 Chan came and said there was no 
problem. I went with him to see Yam. I told Yam of the additional 
request about the Guarantee. Yam at once typed out draft along the 
line I told him for Chan to take it back. Arranged to meet him at 
Yam's office the next day after he shown draft to Chow. 
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On 4/5/73 met Chan at Yam's office. He took with him a new 
draft prepared and handed to Yam. Yam changed few words and 
typed a 3rd draft for Chan. About 2 p.m. Chan came with yet another 
new draft. 4th one - to hand to Yam. Yam still disagree with word­
ing but this time he made no alteration. He took it to Mr. Yuen for 
perusal. Chan rang Pao. Then Yuen spoke to Pao who was invited 
to · go to Yung, Yu, Yuen & Co. to talk, Pao came with his wife 
and son. 
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That was the first time when both side before a solicitor in connec- r~~·~iu Long 
tion with the subject matter. In their presence Yuen made certain al- Examination 
terations to Chow's draft and explained contents to them. Mrs. Pao (continued) 
insisted on a guarantee by Fu Chip. 

I see Exhibit A(37; 38). This is copy of the document I signed on Exhibit A37 '& 
that day. At the time I was unhappy about the requirement that Fu A38 
Chip should join in the guarantee. Yuen explained that Fu Chip, could 
not give such a guarantee for reasons I can't remember. After Exhibit 
A-(37; 38) signed I suggested going to Charles Marfan to complete the 
transaction and that plaintiffs should leave 60% of the allotted shares 
with Charles Marfan. 

20 Before we signed Exhibit A-(37; 38) both the plaintiffs and we 
signed for the cancellation of the agreement for sale of 2,520,000 shares 
- i.e. Exhibit B and Exhibit Bl. · 

Coming back to deposit of shares Mrs. Pao insisted on· taking the 
60% as well. I suggested one scrip for 2,520,000 shares. She insisted 
on board-lot scrips. I suggested an indorsement. I was displeased and 
was choked. I pointed out that if she chose to buy and sell in big 
quantity. I would be ruined because shares bound to drop. 

I see Exhibit A-39, it signed by the Pao's to satisfy me. 

Then all of us went to Marfan's office. 

Exhibit A -39 . 

30 I see Exhibit A-34, 35. It set out item Co. seal - It's seal of Exhibits A-34 & 

40 

Shing On Co. I obtained possession of that seal after Pao took delivery A-35 
of the shares. We went to Wing On to delivery of the articles. 

To Court: 

Had Exhibit B not been cancelled I would not intend to ask them 
to sell to me before end of April 1974. I did not give matter a thought. 

Cross-examination: 

1. Agreed Mrs. Pao a formidable business woman? 
I agree. 

2. Mr. Pao a very successful business man? 
I agree. 
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3. Pao very anxious to acquire a large chunk of shares in a 
public Co.? 

I agree. 

4. At that time preferable to hold shares than to hold cash as 
Mrs. Pao agreed? 

I also agree. 

5. Many people held that opinion? 

Yes. 

6. You also of that opinion? 

Yes. 

7. Share prices going strongly upwards? 

Yes. 

8. Most felt the prices would continue to go up and not down? 
Correct. 

9. Look at Exhibit A-36(C) announcing Fu Chip's acquisitions 
and for Tsuen Wan Shing On for $10,500,000 to be paid 
in shares? 

Yes. 

10. 5% millions for Shing On Street property? 

Yes. 

11. Then announce valuation of Hong Kong auctioneers as to 
proper price? 

Yes. 

12. Regarded as proper price? 

Yes. 

13. Fair, even if payment made in cash and not in shares? 

Correct. 

14: If you were seller of property for lOlh millions in each how 
would you view if 60% of the purchase price were deferred 
fo,r one year? 

If sale of one fiat for $100,000 of which $60,000 deferred 
for one year I would not go into it. 

In short, no. 
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16. 

10 17. 

Take Exhibit B and C together, they mean plaintiffs unable 
to realise 60% of their proceeds of sale for one year? 

Yes. 

Take Clause 1 of Exhibit B plaintiffs can't mortgage the 
shares and must hand over all rights accrued before or after 
signing of agreeing? 

It should not be so. Should be after the signing. I should 
not get dividend after signing but before completion. I had 
not paid yet. 
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According to Exhibit D your forecast dividend was 8.5 cts. 
per share? (continued) 

20 

Yes. 

18. By Exhibit B sale price fixed at $2.50 per share? 

Right. 

19. No provision made for payment of interests to Vendor for 
freezing their shares and for being deprived of the dividends? 
When I signed this contract I never thought of such un­
reasonable arrangement whereby vendors should be deprived 
.Df dividends before I paid. Nor had I given any instruction 
so to do. 

20. Apart from that, if shares drop below $2.50 each in value 
all the vendors have is a right of action because there's no 
guarantee? 

I disagree. 

21. Why? 

The $2.50 per share is my guarantee. 

22. What if you should refuse to honour the agreement? 

Then I'm in the wrong they ought to sue me. 

23. Thus on right of action? 

30 Yes. 

24. Look at Exhibit A-8, you signed before solicitor Yu~n? 
No. Not signed before Yuen. 

25. You had the contents interpreted to you by Yam in details? 

26. What is effect of these two agreements to plaintiffs is that they 
part with all 4,000 shares in Shing On to Fu Chip? 
Yes. 
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Exhibit B 

27. In return they get 4.2 million shares of Fu Chip? 
Yes. 

28. They can sell 40% at once? 
Yes. 

29. As to 60% of shares representing $6.3 millions they had to 
wait one year? 
Yes. 

30. Precisely the type of transaction you would refuse? 
But the seller has never pointed the unreasonable point as 
counsel described. 
I did not press this on them. Did not deliberately treat 
them in that way until pointed out to me just now. 

31. You do know of the unreasonableness in this contract or 
what way did you not see? 
That's getting their dividends before payment to buy the 
shares. 

32. And the bargain you would not accept ypurself? 
I am not talking about the transaction of about the house. 
But we're talking about shares which is reasonable. 

33. Some because shares not sold for one year same? 
No. Cash is definite and can't increase but shares can go 
up in value. 

34. That's advantage of taking shares in price? 
Yes. Probably that's why . Pao agreed. 

35. That being so can you imagine a formidable business people 
as the Paos would freeze their share value at $2.50? 
To my mind Pao thought with 40% of shares would enable 
him to have few transactions plus playing bank to and fro 
he could make big money i.e. manipulate the market. 

36. You suggest Pao was going to play bank or your own 
thought? 
In fact Mrs. Pao suggested the joint venture with me. 

3 7. Pao signed Exhibit B without knowing the contents and 
thought it was a guarantee? And contents never explained 
to them? 

I disagree. 

Adjourned to 10 a. m. 

Sgd. Simon F. S. Li. 
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19.7.75 10 a.m. 

Court resumes as before. 

Lau Yiu Long (R.F.A.) D.W.2. 

Cross-examination continued. 

38. Said on 26/2/73 you and Pao agreed on price to be $10.5 
million? 
Yes. 
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39. Then in same afternoon went into 
including your suggestion that 60% 
sold in one year? 

details of transaction examination 
of Fu Chip not to be (continued) 

Yes. 

40. You gave reason and advantages in this suggestion - not 
to depress market? 
Correct, if sold in bulk. 

41. This was after price of $10.5 million had been agreed upon? 
Yes. . 

42. This suggestion of yours meant plaintiffs suffered some im­
pairment of the rights in the price? 
Correct. 

43. At that stage Mrs. Pao at once raised the question of 
guarantee? 
No. 

44. If there was no guarantee no incentive for them to accept an 
impairment of their rights to the agreed price? 
She were asked what happened if in one year the shares drop 
in value below $2.50 each. I said if she had that fear I 
would enter into an agreement to undertake to buy back 
shares in one year's time. She did not mention guarantee. 

45. A request for guarantee would not affect the retention of the 
60% as your condition? 
Correct. 

46. In discussing terms of the deal you agreed to indemnify 
plaintiffs if shares dropped below $2.50 per share? 
No such time. Even last question 45 is hypothetical. 

47. Further, in addition to guarantee you were given option to 
buy back at $6,300,000? 
That was on 4/5/73. 
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48. They asked for guarantee at negotiation and you agreed? 

Not correct. 

49. On 27/2/73 you told plaintiff that Exhibit B was the 
guarantee and plaintiffs signed without explanation? 

No. 

50. On Exhibit B as it stood it did not make commercial sense 
to a business person? 

I disagree. 

51. Effect of Exhibit C was that Fu Chip would at once get 3.9 
million from Shing On? 

Agree. But they also got 42 million Fu Chip share at value 
over $3 each. 

52. What would be effect on you if plaintiffs refused to carry 
out the terms of Exhibit C? 

Very serious. By that time Fu Chip shares on market and 
had more than 2,000 shareholders. After we made 
announcement of the acquisition value of shares went up 
several 10 cents. It showed that the take over gave general 
impression assets of Fu Chip enhanced. If the deal fails then 

20 public would think problem exist in Co. and lose confidence 
in Fu Chip shares. 

30 

53. The share went up 10%? 

Yes. Not only because of take over but also because of 
general condition. But if Fu Chip fails to take over then a 
very bad news the drop would exceed 20 cents. If falls 
through Pao lost nothing I would lose a lot. She knew 
that I bought lots of Fu Chip through her. 

54. You know that according to Exhibit C, Fu Chip can sue 
plaintiffs for specific performance? 

Correct. But I would have suffered loss as result of collapse 
just the same. 

55. Share value nothing to Fu Chip? 

But would have disastrous effect on my holding or other 
peoples'. 

56. You bought and sold Fu Chip shares at the time? 

I went in too late. I had time to buy but not to sell. 

57. Had you not sold any Fu Chip shares at all in March 1973? 
Can't remember. Even if I did small amount. 
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58. 

59. 

60. 

The acquisition was to boost the value of Fu Chip shares? 
That was our hope. 

Your buying of large amount of Fu Chip shares was to sell 
them later for profit? 
Yes. 

Your buying on 23/2/73 was to push prices up? 
Members got placement would sell. I only support the price. 
I knew Fu Chip not worth $3 each then. But in those days 
it was a blind chase. 

61. Your original holdings cost you no more than $1 each? 

More. At that time I had 2 construction site - advanced 
sale of flats had been affected - profit already made. 11hese 
2 properties incorporated into Co. These would be worth 
$3 million but they were valued at $2 million. 

62. You put in assets at an under value? 
That was true. Can be substantiated by figures. 

63. Did you bought a lot of Fu Chip share after 23 I 3? 

Yes. 

64. Was that not for · pushing their price up? 
Two reasons for 2 periods. 

65. Late February and early March 1973? 
In that period, buying to push up market to sell at profit. 

66. Pushing up without regard to real asset of Co.? 
Correct. 
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(continued) 

67. Look at Exhibit C and Exhibit A-39, if the Pao sell in Exhibit c & 
breach of Exhibit C, Fu Chip can sue but you can't? A-39 

Correct. You have no right of action. 

68. Nothing you can do? 
Correct. 

69. Look at Exhibit A-39 now, this is a guarantee by plaintiffs 
to you and Lau Kam Ching? 

70. 

Yes. 

It was in consideration of your guarantee that plaintiffs gave 
their guarantee to you not to sell the 60% for one year? 
I don't think this restriction has anything to do with my 
guarantee. Plaintiffs already bound by Exhibit C. 
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(continued) 
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Exhibits 37-38 30 

To Court: 

73. That's if there's any breach by plaintiff of Exhibit C you 
have personal remedy by Court action or by repurchase? 

Correct. 

74. These are personal benefits you have gained? 

I do not regard these are my benefit. I fed I enjoy my 
benefit at all. 

Even if my guarantee not counted I still regard no benefit. 

Reasons: 

If market rises above $2.50 plaintiff could sell whole lot of 4.2 
million shares then plaintiff has nothing to sell. If falls below $2.50 
and plaintiff sells no use for me to buy back at $2.50. 

75. If market slip because of plaintiffs selling those 60% then 
under Exhibit A-39 plaintiffs liable to compensate you for 
any loss you suffer? 
To my simple mind, it looks like an advantage. 

76. By getting this Exhibit A-39 you obtained good bargain? 
No. It's not a good bargain for me. 

77. You were well looked after by solicitor? 
No. The solicitor very fair and just. 

78. Because he's fair and just this benefit given to you because 
of your guarantee? 

Not that. After I was forced to give guarantee there was 
dispute as to where share of 60% he kept and Exhibit A-39 
then signed as compromise. 

79. You say discussion as to where the 60% of scrips be kept 
after you signed Exhibit A-37-38? 
Correct. 

80. You emphasise the importance as to you kept them? 
Yes. 

81. Why was there no provision for that in Exhibit C? 
I did not think of that at the time. 
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82. At Yung, Yu, Yuen & Co. thought of further protection? 

Yes. 

83. You thought about further protection required only after 
Mrs. Pao given evidence? 

Absolutely not. Also present was Mr. Yam and solicitor 
Yuen. This was not put to Mrs. Pao when she gave 
evidence. 

Adjourned to 10 a.m. 
Sgd. Simon F. S. Li 

10 Lau Yiu Long (R.F.A.) D.W.2. 

20 

30 

Cross-examination continued. 

84. In February/March 1973 you bought shares of Fu Chip 
to boast price? 

Yes. 

85. You were chairman of Fu Chip? 

Yes. 

86. Fu Lai also bought Fu Chip shares? 

Yes. 

87. Common purpose of you and Fu Lai to buy to boost up 
price? 

88. Lau Kam Ching one of major shareholders of Fu Chip? 
Yes. 

89. He also bought Fu Chip shares for same purpose? 

I must clarify that the one million shares held by him at 
time of listing entrusted to him by Fu Lai and not his. 

He did buy for same purpose. The subsequent purchase for 
himself. 

90. Are Chow Chi Chik as director held 960,000 shares his? 
Yes. 

91. Did Chan buy to boost up Fu Chip share prices? 
That I don't know. 

92. This boosting a considered move of your 3 parties? 

Yes. In fact I made that decision. 
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93. On your own clarification of Lau Kam Ching's 1 million 
shares that part of prospectus false? 

But at that time he made purchase in his name. 

94. On page 15 of Exhibit D Lau Kam Ching held one million 
shares beneficially that is not true? 
Before listening the real position was that Fu Lai made loan 
to Lati Kam Ching to enable him to buy in his name. Fu 
Lai gave him a cheque paid into his account. He used money 
to buy this one million shares. 
I now say Lau Kam Ching beneficially entitled to the one 
million shares. 

95. On 4/5/73, Exhibit A-39, on that day when you suggested 
that the 60% should be lodged with Charles Marfan and 
they refused you that they were unreasonable? 
I did at that time. 

96. Then you suggested the 60% be given in one certificate 
and they refused, considered unreasonable? 
I did. 

97. You got more and more indignant? 
Correct. 

98. You suggested their indorsement on certificate and again 
refused? 
Correct. 

99. You very indignant? 
Yes. 

100. Your physical and mental condition was such if plaintiffs did 
not give Exhibit A-39 you'll explode? 

· Choked as I was I couldn't do a thing since I signed the 
previous document Exhibit A-37, 38. 

101. Much more likely to say some rude words (like "get loss")? 
In fact I did not. 

102. That's because you got Exhibit A-39? 
No. I was so cornered that I could not do anything. If I 
had anyway out I would not have signed Exhibit A-37, 38. 

103. Was that because you thought you were bound by Exhibit 
A-37, 38? 
No. My fear was that they might refuse to complete the 
transaction. 
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104. 

105. 

106. 

107. 

When Exhibit B was cancelled it was on basis that the parties 
believed that Exhibit A37. 38 would be executed and would 
be effective? 
On basis that Exhibit A-37, 38 would be executed and that 
ExhibitB would be contradictory to Exhibit A-37, 38. 

True that Exhibit A-37, 38 was regarded by you and other 
party as a substitute for Exhibit B? 
Yes. Again I was forced to do so. 

You regarded yourself as bound by that Exhibit A-37, 38? 
Yes. Once I signed it I regard it as binding. 

Look at Exhibit A-48, 49 dated 3013174 you saw it? 
Yes. Addressed to my brother. 

108. No reply made? 
Yes. 

109. Was there similar letter addressed to you? 
Yes - Exhibit A-48(a) and A-49(a). 

110. There was no mention of threat or duress relating to Exhibit 
A-48, A49, A-48(a) and A-49(a) until 2717 174? · 
I agree. The reason why I did not reply was this that I 

20 was sure there was going to be a law suit and nothing would 
clear until then and we would wait law suit began and J 
believed that since I was compelled to sign that document 
should be regarded as null and void. 

30 

111. When did you have that belief? 
Shortly after 4 I 5 I 7 3. I was very much aggrieved because 
I was forced to sign this guarantee. I asked Yuen Pak 
Yiu for advice as to the way out of the bad situation. Yuen 
said he would seek advice in an opinion from expert. Then 
I d~d not know about this until I obtained counsel's opinion, 
a retired old judge. 

112. On 4 I 5 I 73 all Shing On shares had been acquired by Fu 
Chip? 
Yes, on that very day. 

113. Thus from that day no fear of threat by plaintiffs? 
Correct. 

114. Yet you did not see fit to put your objection to plaintiffs 
on record? 
At that time I was still under great apprehension of the 
Paos till they sue me. I had to be nice to them. 
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117. Yet neither B nor C referred to one another, agree? 
They both refer to the 60% of the Fu Chip shares not to 
be sold and I agreed to buy back the 60%. They refer 
to same thing. 

118. At least one part of Exhibit B not according to your in­
structions - about getting all dividends before buying? 
Correct. 

119. Gave evidence about 27/3/73 when agreements agreed to 
be extended one month? 
Yes. 

120. Having agreed you went to Yam of Yung, Yu, Yuen & Co. 
to sign the indorsement? 
Yes. Pao's and myself. 

121. One of reason for extension was that building not com­
pleted? 
No. That was trivial. The most important was Far East 
had not approved of trading. 

122. Was issue of occupation permit material? 
No. 

123. Did you ask Pao when he could get permit? 
Yes. He. gave no definite answer. . Only said very soon. 

124. Expect to hear from him? 
Can't be known. No one can tell when permit can be issued. 

125. As to Exhibit C did you have occasion to obtain copies? 

Yes. On 27/2/73 after execution I took original to Yam 
at Yung, Yu, Yuen & Co. and get him to make photo copy 
of it and I transmitted the copy to Charles Marfan. 

126. Apart from that did you obtain any other copy? 
No. 

127. The originals all kept in solicitor's office? 
Yes. 
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128. 

129. 

130. 

131. 

You did not obtain copy for Fu Chip file? 

No. 

Since 27/2/73 no need to refer to this document until this 
thing occurred? 

Everything went through secretary's office. We did not have 
to get cop. 

Secretary Charles Marfan? 

Yes. 

No good reason for plaintiffs to get copy? 

10 Can't say for them. 

20 

30 

132. Where there's difference in version, plaintiff's version Correct? 

I disagree. 

133. An oral agreement reached between you and plaintiffs before 
27/2/73 included terms in Exhibit C and also terms in form 
of guarantee signed on 4/5/73? 

Not that. 

134. You thought Exhibit B contained the guarantee? 

No. 

135. You thought Exhibit B, in effect, gave plaintiffs guarantee? 

Yes, in sense that they had to resell to you. It's in form of 
agreement of sale. They had to sell to me. But guar:antee 
did not give me right to buy back. 

136. You considered Exhibit B a guarantee in the broad sense 
a guarantee for price to be $2.5 each? 

I never considered this as guarantee but binding agreement 
of sale to me at that price. 

137. At Golden City, Lau Kam Ching was not at lunching table? 
You are not right. 

13 8. Only Exhibit C was handed over by you at the luncheon 
table? 

No. 

139. That Exhibit C was signed at luncheon table? 

No. 

- 79-

In the Supreme 
Court of 

Hong Kong 
Original 

Jurisdiction 

Defence 
Evidence 

No. 4 
D.W.2 
Lau Yiu Long 
Cross­
examination 

(continued) 



In the Supreme 
Court of 

Hong Kong 
Original 

Jurisdiction 

Defence 
Evidence 

No. 4 
D.W.2 
Lau Yiu Long 
Cross­
examination 

(continued) 

140. Exhibit B brought in later when the parties ln lobby of 
Golden City? 

Not so. 

141. No execution of these in Wing On? 

I disagree. 

142. Instructions given by Pao's and you to Yuen and not to 
Yam? 

Not so. 

143. As from 2/4/73 you tried to get Pao? 

10 Correct. 

20 

30 

144. None of those telephones got through to Mrs. Pao? 
Not only Mrs. Pao but also their children answered call. 

145. No such telephone call made? 
I disagree. 

146. In fact Pao telephoned you on 29/4/73 found out dis­
crepancy in Exhibit B and expressed indignation? 

No. 

147. On 30/4/73 Chan Kwai Wah repeated Pao's points and 
persuaded you to keep to oral agreement? 

No. 

148. You accepted Exhibit A-39 as a bargain for your signing 
Exhibit A-37, 38? 

No. 

149. That Exhibit A-37, 38 a true reflection of your original 
agreement? 

Not so. 

150. As to Fu Chip shares between 23/2/73 and 27/2/73 prices 
at Far East between $2.90 and $3.50? 

Agree. 

151. But in Exhibit E, the prices you paid were as high as $4.00? 

Yes. 

152. In Far East Exchange the price on 5/3/73 went up to 
$4.60? 
I believe so, though can't remember. 
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153. 

154. 

155. 

156. 

Near end of March 1973 the prices about $3.30? 

Can't remember. Do not disagree. 

At same period in Kam Ngan Exchange between $3.30 and 
$3.60? 

I don't deny it. 
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On 16/4/73 you said Mrs. Pao threatened not to complete? ~~.~ 
Y ~fu~ 

es. Cross-
examination 

But on 11/4/73 price in Far East was $2.50 and on 13/4/73 
in Kam Ngan $2.55? (continued) 

Do not disagree. 

157. On the days prior to 13/4/73 price $2.40? 

I do not dispute. 

158. By 16/4/73 there's indication of downward trend of Fu 
Chip shares? 
Still there's fluctuation along with main market. 

159. But downward trend? 
Yes. But that's looking back. At that time no one could 
see market fell to that extent. 

160. On 30/4/73 in Far East nominal was $2.00? 

20 Yes. 

30 

161. Same day at Kam Ngan it was $1.55? 

I believe not as low as that though I have no recollection. 

162. Before 27/2/73 the price was well above $2.50? 

Agree. 

163. The general expectation of yourself and plaintiffs was that 
the price would go upwards? 
That was my view only. I don't know about them. 

164. Since you had that view you thought plaintiffs would agree 
to be tied down at $2.50 only? 

But that was the actual fact. I agreed to buy back and 
they agreed to sign willingly. 
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30 

165. By 1614173 price down below $2.50 and by 3014113 parties 
negotiating the guarantee in terms of Exhibit A-37, 38 prices 
clearly below $2.50. At end of April would not an agree­
ment in the line of Exhibit B more attractive to plaintiffs? 

I have no way of knowing what they were thinking. Had 
the Paos been able to foresee shares fall below 40 cts. they 
would not have forced me to sign Exhibit A-37, 38. They 
must have expected the shares to rise. 

166. On 3014173 Fu Chip shares at Kam Ngan $1.65 nominal? 

Nominal price can't be a guide. There's no seller. 

167. With price so much below $2.50 would not Exhibit B be 
attractive to plaintiffs? 

No. 

168. You say by end of April plaintiffs pressing you for guarantee 
in terms of Exhibit A-37, 38 without justification? 

Yes. 

169. That must be because of prior agreement? 
I disagree. 

Adjourned to 2.30 p.m. 

Sgd. Simon F. S. Li 

Resumes 2.30 p.m. 
· Lau Yiu Long (R.F.A.) D.W.2. 

Re-examination: 

Managing Director of Fu Chip all along. Have all say in Fu Chip. 
In Exhibit D one million shares allotted to Lau Kam Ching because he 
held only few shares in Fu Chip because in order to make it look nice 
when I hold several million shares we give him more shares as window 
dressing. Close to Lau Kam Ching. 

He listens to me in matters concerning Fu Chip. 

I ,see Exhibit C, over my signature was chop of Fu Chip. In 
Golden City Lau Kam Ching did not have that chop with him. 

On 4 I 5 I 13 at time I signed Exhibit B on front page on cancellation 
I never had Exhibit A-39 in mind. When I signed Exhibit A-37, 38 I 
also had not in mind that Exhibit A-39 would be signed. On 415113 if 
I had a choice of either adopting a document Exhibit A-37, 38 or simply 
leaving Exhibit B in existence. I would, of course, leave Exhibit B in 
existence. · 
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After 415173 I did not raise any objection because I was under 
great apprehension of Mr. and Mrs. Pao in two ways. 
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(a) 4.2 million shares already allocated to them and they were in 
position to sell 1. 7 million shares at once. By that time the 
market gradually sliding down and I had to spend money to 
support the market. In case of bulk sale I could not afford to 
support. Easy for them to support it. No. 4 

I also feared they might leak the news of my guaranteeing the D.W.2 (b) 
60% at $2.50. At that time shares worth only $1.00 odd. If i!~;:~;~;n 
public knew this it will be disastrous. 

Jeffrey Sun (Sworn) D.W.3. 

(continued) 

Defence 
Evidence 

Of 14 Cambridge Road Kowloon Tong. Consulting accountant of D.W.3 
Far East Exchange Ltd. Have file in connection with Fu Chip Invest- ~!!1n~:n 
ment Co. Ltd. with me. This was in my possession in 1973 and been 
so sirice. 

Exhibit C 
I see Exhibit C and say I have a document similar to it in our file. 

I produce it. 

Document agreement - Exhibit C2. 
Exhibit C-2 

Exhibit C2 was one of documents relied on in considering whether 
20 to approve dealing in the 7. 8 million of Fu Chip shares. 

30 

Exhibit C2 came to me under a covering letter from Marfan and 
associates dated the 2712173. 

I produce that letter. 

Letter dated 2712173- Exhibit C3. 

Cross-examination: 

1. Exhibit C3 refers to the minutes of the 26 I 2 I 73 only? 

Correct. 

2. Not to C2? 

Correct. 

3. There's a letter dated 7 13173? 

Yes. 

4. That letter refers to fact copy on Exhibit C had been sub­
mitted to the Exchange? 

Yes. 
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D.W.2 
Lau Yiu Long 
Re-examination 

D.W.4 
Lau Kam Ching 
Examination 

5. Although not absolutely clear from letter on 27/2/73 Exhibit 
C submitted but clear that Exhibit C submitted before 
7/3/73? 

Yes. But the foot note I made then I say it must have been 
submitted on 27/2/73 because I asked for valuation report 
which was submitted on the 7/3/73. 

6. Could have made that note after 27/2/73 but before 
7/3/73? 
No. I am certain I made the note on the 27 /2/73? 

10 Re-examination: 

20 

30 

40 

In view of my note I have no doubt I received Exhibit C2 on 
27/2/73. 

Lau Yiu Long (R.F.A.) recalled D. W.2. 

I see Exhibit C2 I identify my signature thereon. Also identify 
plaintiffs' signatures. With these is the impression of Shing On Invest­
ment Co. Ltd. 

Lau Kam Ching (Affirmed) D.W.4. 

Of 31 Ming Yuen Street West Ground Floor. I am a student of 
Smith West London College, London. I am resident student. 

I did not know plaintiffs. I never met them until the signing of 
the agreement on 27/2/73. At about 11 a.m. on 27/2/73 I was in our 
office. I went to Yung, Yu, Yuen & Co. with Lau Yiu Long. There 
we took two agreements altogether 4 copies; original and duplicates. 
There we saw Yam Kam Hung. 

From Yung, Yu, Yuen & Co. we went to Golden City Restaurant, 
4th floor. There I saw Mr. and Mrs. Pao, Chow Hin Yau and several 
of their friends. That was my first meeting with Mr. and Mrs. Pao. 
Lau Yiu Long introduced me to them on arrival. He then handed those 
agreements to Mr. Pao. Pao then showed the agreements to Chow to 
peruse. At that stage I was fully aware of the contents of the agreement 
relating to Fu Chip taking over Shing On. The other one I understood 
to be an agreement by my brother to undertake to buy back the shares 
from Mr. and Mrs. Pao. 

My brother told me that first. On the day we went to collect the 
document Yam also explained to us - me and my brother. 

At Golden City I saw Chow explained those documents to Pao and 
Mrs. Pao. After he did so hand back the documents to Mr. Pao. 
While Chow was explaining the documents Pao Lap Chung arrived later 
as Chow started to explain. A~ter explanation I can't remember what 
Chow said. 
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After lunch I went back to our office to fetch the Fu Chip stamp. 
Before that none Qf the documents signed. After I got Fu Chip stamp 
I went back to Golden City and saw Yiu Long and the 3 Paos' on the 
ground floor. We then all went back on Wing On Investment Co. There 
Pao showed the documents to Chan Kwai Wah who explained them to 
Pao. Prior to that meeting I did not know Chan K wai Wah. After 
explanation Mr. and Mrs. Pao signed those documents, then Pao Lap 
Chung and we signed. 

I see Exhibit C, and say the impression of Shing On applied im­
mediately after the signatures put on. Chan K wai Wah applied the 
impression. After the parties signed the documents I went back to the 
office. On 23/2/73 I was a director of Fu Chip and its sub-manager. 
I was not then attached to any College. I went to London in January 
1975. 

The indorsement on Exhibit C was done on day of agreed extension. 
I went alone to Yung, Yu, Yuen & Co. to sign it on that day. I was 
not involved in negotiation for extension. In fact never involved in any 
negotiation. Just put name on dotted line. 

I see Exhibit A-37, 38, I signed it because Yiu Long explained if I 
did not sign it the Paos would refuse to effect transaction thereby causing 
great bearing on Co. He explained that to me on 3/5/73. 

To Court: 
I am 25 now. 

The document signed at Yung, Yu, Yuen & Co. Also not involved in 
negotiation. Then I signed this document there was another document 
with it- a cancelled document. Exhibit B is that cancelled document. 
Apart from Exhibit B and Exhibit A-37, 38 and a copy of Exhibit B 
there was no other document. 

After signing Exhibit A-37, 38 we were thinking of going over 
30 Charles Marfan for documentation. We raised the question of 60% of 

the shares which was to be kept. Yiu Long suggested those being kept 
by Charles Marfan. The Pao refused. Then suggested one certificate 
issued. Again they refused and insisted on having certificates of 2,000 
each. . Also suggested indorsement of certificate to effect that not to be 
sold uritil 30/4/74. They disagreed. Eventually they proposed to give 
us a guarantee in our favour. We had no alternative but to accept. A 
fresh document prepared and was signed. That was Exhibit A-39. 

Between 27/2/73 and 4/5/73 Chan Kwai Wah had been to our 
office several times. I went to Yung, Yu, Yuen & Co. with him once. 

40 Went there to collect a copy of the 2 agreements. 
Close to brother Yiu Long. I would not have signed Exhibit A-37, 

38 had my brother not explained what Pao's would do. Nor would I 
have gone to Yung, Yu, Yuen & Co. with Chan Kwai Wah had I not 
known him before. 

I knew market conditions in February 1973. At that time i.e. 
27/2/73 no afternoon session in Stock Exchange. 
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Cross-examination: 

1. Know English before going to London in 1975? 

Yes. 

2. Fluent? 

Fairly fluent. Can read and write though not efficient in 
spoken English. 

3. How long in Yung, Yu, Yuen & Co. on 4/5/73? 
About 2 hours. 

4. And on 27/2/73? 

Not for long. 

5. On 27/2/73 how long you had to wait for Yam? 

About :Y2, an hour. 

6. Waited because draft not yet ready? 

Right. 

7. After :Y2, an hour still not ready? 
I disagree. 

8. In . Fu Chip you don't exercise executive function? 

I have internal administration. 

9. Do as told by brother? 

20 Yes. 

10. On that day brother told you to wait behind at Yung, Yu 
Yuen & Co. because Exhibit B was not quite ready? 

I disag~ee. 

11. You waited and when arrived at Golden City while Paos 
and brother waited at lobby? 

I disagree I went with brother. 

12. The 2 agreement not signed in Wing On? 

I am definite they were signed in Wing On. 

13. You took Chan K wai Wah to get copy? 

30 Yes. 

14. Because you had no copy in your office? 

Correct. 

15. On 4/5/73 at Yung, Yu, Yuen & Co. Lau Liu Long was 
heated because Pao's refusal to accept his suggestion? 
Angry but tried to be polite. 
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16. 

17. 

18. 

19. 

Ever seen him explode? 

Yes. 

He was angrier and angrier? 

I felt that. 

With the Pao not budging an inch about the 60% he would 
have exploded? 

No. 

He would and would say "To hell with it, I have signed the 
guarantee"? 

No. 

20. Before 4/5/73 did he tell you of negotiation? 
I; Did tell me if we did not give guarantee they would not com­

plete. I was puzzled why I had been included. He also 
told me that if no transaction there would be great loss to 
Co. He said he was reluctant to give the guarantee but no 

20 

alternative. 

21. Did he tell you he consult lawyer? 

Not at the time. 

22. Consult other directors -full board? 
The other directors were dormant. If they were asked they 
would refuse to sign. 

23. Did he tell other directors? 
Mr. Yuen was aware of it because these were prepared in 
his office. 

24. At time of negotiation? 

Probably not. 

25. Before 4/5/73 signing did Yuen know? 

Yiu Long must have told him. 

26. Knew his view? 

30 I don't. 

27. Agree that your brother told you very little as to negotiations 
leading up to signing documents on 4/5/73? 

I disagree. 

28. Exhibit A-39 was part of negotiation in exchange for 
Exhibit A-37, 38? 

No. 
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29. When signed extension on 28/3/73 knew the reason was 
that Wing On had no occupation permit? 

One of the reasons. 

30. Who suggested the extension? 

31. 

32. 

Brother told me was Pao. 

Pao said occupation permit not issued? 

Only minor issue. We could complete without the occupa­
tion permit. But until approval to deal share could not be 
traded. 

After signing agreements on 27/2/73 no copy kept because 
no need to refer? 

Correct. When we want to we can always contact Yung, 
Yu, Yuen & Co. 

33. You had access to agreements? 
Right. 

Adjourned to 10 a.m. 

22nd July 1975 10 a.m. 

Court resumes as before: 

Sgd. Simon F. S. Li 

20 Wong: No re-examination of Lau Kam Ching. 

Chang: Technical error of amended Defence. 

In Para. 20( ee) "the said consideration" should be "the said cancellation". 
Leave to correct typographical error by substituting the word "cancella­
tion" for the word "consideration" in para. 20(ee) of the amended 
Defence. 

D.W.5 Re-service dispensed with. 
Yam Kam Hung 
Examination Yam Kam Hung (Affirmed) D.W.5. 

Of 6 Tai Hang Drive 23rd floor Hong Kong. A solicitor's clerk 
dealing in real estate matter - conveyancing clerk in Yung, Yu, Yuen 

30 & Co. Been so employed for 5 years. Prior to that with Peter Ho and 
Co. for 10 years in same capacity. Work under Mr. Philip Yuen. 

First knew Lau Yiu Long in 1971 in connection with conveyancing. 
Beginning of 1973 came across Fu Chip when Lau transferred his personal 
properties to Fu Chip. 

Know Pao On in 1972. Also in deals in conveyancing. 
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I see Exhibit A-16 an agreement date 27/2/73 - ~imilarly Exhibit 
C. On afternoon of 26/2/73 i.e. before Exhibit C, Lau Yiu Long and 
Pao On came to see me and asked the firm to prepare 2 agreements 
or them - the first being agreement for all the shares in Tsuen Wan 
Shing On to be transferred to Fu Chip for 10.5 million and for Fu 
Chip Co. to issue 4.2 million new shares of $1.00 valued at $2.50 
each and that 60% of such shares to be retained by vendors of the 
Shing On Co. for one year. The 2nd agreement was an undertaking 
from Lau Yiu Long to buy back that 60% of the shares from Pao's. 
Both saw me Lau Yiu Long first to instruct me. Then Pao On in­
structed me as to organisation of Tsuen Wan Shing On. Pao On was 
present all the time when Lau gave instructions in Cantonese a dialect 
know to Pao On. 

I took down all particulars & terms. I then asked Pao On for a 
copy of the articles of association of his Co. He did by sending some 
one for it. I drafted the agreements. Did not show to Philip Yuen. 
I finished on morning of 27 I 2/73. 

On about noon Lau Yiu Long and Lau Kam Ching came. Lau 
asked if I finished the documents. I affirmed and handed one copy 

20 of the take over agreement and one copy of sales agreement between 
Lau Yiu Long and Pao On. Each agreement has a copy. I gave 
altogether 4 copies. 
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Exhibit C is one of them. I did not give a carbon copy of it Exhibit C 
because a mistake appeared on 1st line of page 2. At first I put down 
$8.4 million. Also whole of page 3 had t.o be retyped because of 
some omissions: viz. Clause 4(1) and 4(m). Thus P.3 is the only page 
with single spacing in type to accommodate the additional clauses. After 
rectifications of these errors I gave Lau Yiu Long the original one Zerox 
copy. Gave Xerox copy because pressed for time and did not bother 

30 to use carbon paper. 

40 

Another agreement prepared. That is Exhibit B. No· error found. Exhibit B 
This also given to the Lau's. 

Both Exhibit B and C given to Lau's at same time. Impossible 
to have given one before the other. The 2nd agreement in standard 
form and ready typed. All I need to do was to fill in the particulars. 

Lau's waited only for correcting the error. 

The 4 copies were: Original of take over agreement, photo copy 
of same, Original of sales agreement and carbon copy of sales agreement. 

Subsequently completion date of take over agreement extended. 
About end of March 1973, Lau and Pao came to see me asking me to 
prepare an instrument for extension of the completion of that agreement 
to the end of April 1973. I typed an indorsement on back sheet of 
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Exhibit A -39 

Exhibit B 

40 

that agreement. This is on Exhibit C. Pao On then took away the 
document then for signature. Later Exhibit C with returned to me and 
I saw the signatures. 

I see Exhibit A-37, 38. It is a guarantee. About mid April a letter 
sent from our firm to Hastings asking for title deeds of Shing On 
Building. Exhibit A-20 is that letter. They replied that their client 
Pao On asked for a guarantee Exhibit A-21 is their letter. Upon receipt 
we asked Lau Yiu Long for instruction. Lau said there was no such 
thing and instructed us to reply to refuse giving such a guarantee. 
Exhibit A-22 is our reply. Further we wrote in Exhibit A-23 urging 
them to complete transaction. They never reply. Exhibit A-24 is that 
second of our letters pressing for completion. This letter was copied 
to Pao On. Ho Mei Chun and Pao Lap Chung. Still no reply. 

After the letter dated 2814173, Exhibit A-23, Lau Yiu Long and 
an employee of Pao On came to see me in afternoon on 315173. He's 
Chan who · told me Pao On and Ho Mei Chun were prepared to 
complete on condition that Lau Yiu Long and Lau Kam Ching gave 
guarantee. I at once typed out a draft guarantee and gave it to Chan 
who said he would show it to Chow Hin Y au. He left. 

They came between 2814173 and 415173. 

In the morning on 4 I 5 I 7 3 Chan came wth newly typed guarantee 
to show to me. I added something Chan took it away. Same afternoon 
Chan came again with a retyped copy which I showed to Philip Yuen. 
He added something on the draft. So did I. 

Then Lau Yiu Long, Lau Kam Ching, Pao On, Ho Mei Chun, 
Pao Lap Chung, Mr. Chan and myself were all in Philip Yuen's office. 
That's time when Yuen and I added something to draft. I informed 
Mrs. Pao and her son the corrections made. After they agreed I made 
a fair copy. After that Yuen and I explained contents to Lau brothers 
in presence of Pao family. Then Lau brothers signed their names on 
the document. 

After this there was some argument between ·the Lau brothers and 
the Pao's. Then Pao's asked me to prepare a guarantee to be given 
by them to the Lau brothers. I went out of the room to type guarantee 
to show to Yuen. After he added something I had it retyped. I 
explained document to Paos'. So did Yuen. Then they signed. Exhibit 
A-39 is the document they signed. 

I see Exhibit B. It's a cancelled document. It's after Lau 
brothers signed Exhibit A-37, 38 then Exhibit B was cancelled. I 
wrote the words denoting cancellation after they . had signed. 

I can't remember if Exhibit A-24 was sent out before or after 
morning or afternoon. But it was sent before the guarantee signed. 
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I refer to the documents signed on 27 I 2/73. All 4 copies returned 
to me after signing. It's in the afternoon of 27/2/73. I brought them 
to Philip Yuen's office with Lau Yiu Long. Mter perusing document 
Yuen signed as witness for Fu Chip Lau Yiu Long said he needed a 
copy for filing with Exchange - the take over agreement. A photo 
copy given to him. Exhibit C2 is copy given to Lau for the purpose. 
Yuen is away now on holiday. 

I mean that the photo copy of Exhibit C taken back by Lau and 
signed by the Pao's was returned to Lau . for filing with Far East 
Exchange. 

Cross-examination: 

1. Frequently you took instructions from Yuen after client in­
structed Yuen? 

Usually he told his client to see me outside his office. 

2. As a rule Yuen did you take instructions from his clients 
first? 

Correct. 

3. You mean client passed on to you before client told Yuen? 
Sometimes, yes. 

4. For clients worthy of his personal attention he would see 
them first before passing them to you? 

Correct. 

5. At least for routine matters client passed to you? 

Yes. 

6. Yuen was a director of Fu Chip? 

I know. 

7. Lau's were such clients that they would have direct access 
to Yuen? 

Not always. 

8. For the agreements as those signed on 27/3/73 Yuen 
received directed instructions from client and then instructed 

you? 

No. 

9. One of the documents you were instructed to prepare was a 
guarantee? 

No. 
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10. The plaintiffs' employee you saw on 315173 was Chan Kwai 
Wah? 

Yes. 

11. Remember seeing him a week earlier - about 27 I 4 I 73? 

Can't remember. 

12. He was brought to see you by Lau Kam Ching? 

Can't remember. 

13. Lau Kam Ching brought Chan because Chan asked to see 
original documents signed on 2712173 and you showed 
them to him? 

Exhibit B I can't remember that. 

14. Chan Kwai Wah then asked you where was guarantee and 
you pointing at Exhibit B and said "This is it"? 

No. 

15. Chan then said it looked more an advanced sales agreement 
and you said same effect as guarantee? 

No such thing. 

16. You say this could not have happened or you say you can't 
remember if it did because you are busy? 

20 I just can't remember. 

30 

17. You arranged for copies of each of the documents to be 
given to Chan to take away? 

Can't remember. 

18. During month of February 1973, it was a busy month in 
solicitor's office because of stock market and real estate 
market? 

Right. 

19. Everyone in your firm very busy? 

Right. 

20. Principals and clerk fully engaged throughout lunch time? 

Ne.. 

21. In drafting agreements your general practice to follow pre· 
cedents form as far as pos3ible? 

Correct. 
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22. 

23. 

24. 

25. 

When pressed for time might follow form not quite suitable 
for the particular case? 

No. 

No mistake at all? 

Sometimes I make mistakes. 

More likely if very busy? 

Normally so. 

Look at Exhibit C, in Clause 1 no room for "its and his"? 

Correct. Should be "then". 
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26. Look at Exhibit B there are inconsistencies e.g. in recital Exhibit B 
referring to Paos as registered holders of Fu Chip shares 
while they were not until completion of Exhibit C? 

Correct. 

27. Clause 3 of Exhibit B required completion on or before 
30/4/73 which is in conflict with Clause 4(k) of Exhibit C? 
Correct. 

28. You had instruction to prepare guarantee and you found 
form in Exhibit B as the nearest form and used it for 
guarantee? 

That is not so. 

29. The form in Exhibit B commonly used in your office? 

No. 

30. Such forms you had a lot with blanks to fill in? 
Yes. 

31. Unless there's frequent demand you would not have so many 
such form? 

32. 

33. 

34. 

But many of forms we have in abundance though not 
frequently used. 

You had to draft to form of guarantee on 3/5/73? 

Yes. 

Thus in your firm there was no form for standard guarantee? 
Not true. In fact we have. 

What kind of guarantee precedent you have? 

Guarantee for mortgage. 
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To Court: 

35. Those not suitable for documents like Exhibit A-37, 38? 
Right. 

36. Thus you were in a hurry at that period lead to preparation 
of documents on 27/2/73? 
No. We had a day's time to prepare them. 

37. You had instructions to prepare a guarantee in February? 
No. 

38. You had no suitable forms ready for it? 
We did not have standard forms for it. 

39. You thought that the form in Exhibit B was suitable fot 
the Parties? 
No. Suitable in the light of both parties' instructions only. 

40. On morning of 27/2/73 when Lau brothers came to collect 
the drafts, draft in Exhibit C was ready first and Lau Yiu 
Long took it away leaving Lau Kam Ching to wait for the 
other? 
That's not so. 

41. Remember Chan K wai Wah also visited you on 30/4/73 
and saw Lau Yiu Long with you, passed on Pao's message 
that Exhibit B was not the parties' original agreement and 
that Lau should comply by giving a proper guarantee to the 
P.ao's who would not complete until guarantee forthcoming 
and you said that if Pao did not complete an injunction 
could be asked from Court to enforce it? 
I can't remember. 

42. When Exhibit A-37, 38 was drafted on 8/5/73 did you 
know that Pao's malntained contents of Exhibit B never ex­
plained to them? 
I did not know. 

43. Did you know that Exhibit A-37, 38 was prepared solely 
because Pao maintained Exhibit B never explained to them 
before signing and not according to original agreeemnt? 
I did not. 

44. You knew well that Pao complained document not explained 
to him? 
I did not explain myself. He might have taken the docu­
ment somewhere and someone might have explained it to 
him. 

It's normal to have documents signed in solicitor's office 
and I knew parties did not know English and that it's my· 
duty to explain documents to both parties before execution. 
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45. Look at Exhibit A-39, you interpreted document? 
Yes. 

46. Look at Exhibit A-37, 38 there's no interpretation clause? 

47. 

48. 

Correct. · 

Similarly both in Ex·hibit B and Exhibit C again no inter­
pretation clause? 
Correct. 

The interpretation clause specifically inserted in Exhibit A-39, 
the Pao's guarantee because you and Yuen knew the Pao 
maintained that Exhibit B not interpreted ro him? 
No. 

49. Then why only Exhibit A-39 singled out to have interpreta­
tion clause? 
Normally we have it. Exhibit A-39 typed by me. I put 
that clause in. 

50. The other three were drafted by you? 
As for Exhibit A-37, 38 I typed according to their draft. 

51. First draft made by you? 
Yes. 

52. Subsequent drafts only amendments? 
But they were retyped. 

53. In preparation of Exhibit A-39 instructed by Pao? 
Instructed by Pao. But Lau Yiu Long added interventions. 

54. Exhibit A-39 gave Lau considerable safeguards? 
Yes. 

55. Which they had not before? 
Correct. 

56. Do you agree that Exhibit A-39 was part and parcel of the 
comprise in Exhibit 37, 38? 
No. They signed Exhibit 37, 38 first. 

57. The guarantee in Exhibit A-39 refers to guarantee in A-37, 
38? 
Yes. 

58. Did parties considered these 2 guarantee to be one 
transaction? 

Yes, after Exhibit A-37, 38 had been signed there was an 
argument. 

Defendant's evidence. 
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IN THE SUPREME COURT OF HONG KONG 

ORIGINAL JURISDICTION 

BETWEEN:-

ACTION NO. 1159 OF 1974 

PAO ON 
HO MEI CHUN 

PAO LAP CHUNG 

and 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

Date: 17th February, 1976 at 9.36 a.m. 

Coram: LI, J. in Court 

JUDGMENT 

1974, No. 1159 

1st Plaintiff, 

2nd Plaintiff, 

3rd Plaintiff, 

1st Defendant, 

2nd Defendant, 

This is an action for breach of a guarantee and indemnity dated 4th 
May 1973 (hereinafter referred to as the guarantee). The dispute arises from 
a transfer of shares in a takeover bid between the Fu Chip Investment Co. 

20 · Ltd. (hereinafter referred to as the Fu Chip) and the Tsuen Wan Shing On 
Estate Co. Ltd. (hereinafter referred to as the Shing On) in February 1973. 
At that time the plaintiffs Pao On, Ho Mei Chun and Pao Lap Chung (here­
inafter referred to respectively as the 1st plaintiff, 2nd plaintiff, and the 3rd 
plaintiff) together owned all the shares in the Shing On. On the 27th 
February 1973 by an agreement in writing (hereinafter referred to as the main 
agreement) Exhibit C between the three plaintiffs of the first part, the Shing 
On of the 2nd part and the Fu Chip of the 3rd part the three plaintiffs agreed 
to sell and the Fu Chip agreed to buy all the plaintiffs' shares in the Shing 
On for $10.5 million to be paid in the form of 4.2 million of the Fu Chip 

30 shares of $1.00 each to be valued at $2.50 and allotted by the Fu Chip. The 
date of completion was set for the 31st March 1973. At the time the Fu 
Chip was a public company the shares of which had been listed in the Far East 
Stock Exchange for trading. The 4.2 million shares to be allotted would be 
new issues for the purpose of the taking over of the Shing On. Under the 
main agreement the three plaintiffs also covenanted not to sell or transfer 
60% of the said Fu Chip shares so allotted to them on or before April 1974. 
On the same day (that is 27th February 1973) by another agreement (herein­
after referred to as the subsidiary agreement) between the three plaintiffs and 
the 1st defendant the plaintiffs agreed to sell and the l st defendant to buy 

40 2,520,000 shares of the Fu Chip (that is the 60% of the Fu Chip shares 
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allotted to the plaintiffs under the main agreement) at the price of $2.50 each 
i.e. total of 6.3 million and that the completion should take place on or 
before 30th April 197 4. Later, by mutual consent, the completion date of 
the main agreement was postponed to the 30th April 1973. 

There is a dispute as to the terms of the subsidiary agreement which 
dispute is part of the plaintiffs' case and I shall refer to it later. In the 
meanwhile the Fu Chip notified the Far East Stock Exchange Ltd. of the 
execution of the main agreement and applied for permission to deal , in and 
for quotation of the new allotment of 4.2 million shares to be allotted to the 
plaintiffs. The Fu Chip also published an announcement of the main agree­
ment as well as the application. It is observed that in the said announcement 
the Fu Chip published not only the acquisition of the shares of the Shing On 
but also the acquisition of other properties for which the Fu Chip shares were 
allotted and the applications to the Far East Exchange Ltd. for dealings in all 
such Fu Chip shares. On the 31st March the Far East Stock Exchange Ltd. 
approved the above mentioned application in respect of the 4.2 million shares 
to be allotted to the plaintiffs. 

On 19th April 1973 Yung, Yu, Yuen & Co., solicitors for the Fu Chip 
started to press the Shing On for the completion of the main agreement. This 

20 led to an exchange of correspondence between Yung, Yu, Yuen & Co., and 
Hasting & Co. then solicitors for the Shing On. Eventually the main agree­
ment was completed on 4th May 1973 but not after the subsidiary agreement 
had been cancelled and the guarantee in Exhibit B executed by the 1st 
defendant and 2nd defendant on the same day. In the guarantee 1st 
defendant and the 2nd defendant guaranteed that the price of the said 
2,520,000 Fu Chip shares would not fall below $2.50 each on the marketing 
day immediately following the 30th April 197 4 and agreed to indemnify the 
plaintiffs if the price fell below that mark on the said date. On the 1st May 
197 4 the market price of the Fu Chip shares quoted at the Exchange was at 

30 36 cts. each. The difference in price for the 2,520,000 shares (that is 60%) 
of the Fu Chip shares so retained by the plaintiffs as oovenanted in the main 
agreement between the market price and the guaranteed price of $2.50 each 
is $5;392,800. The aforesaid details are the background of this action and 
are not in serious dispute. The substantial difference between the parties are 
the circumstances under which the guarantee came into being on the 4th May 
1973 and the consequences thereof. i . 

By their pleadings the plaintiffs' case is that prior to the execution of the 
main agreement and the subsidiary agreement the parties had negotiations in 
mid February 1973 when it was orally agreed between the plaintiffs and the 

40 defendants that in consideration of the plaintiffs selling to the Fu Chip all of 
the plaintiffs' shares in the Shing On for the sum of $10.5 million to be satisfied 
by the allotment of 4.2 million shares of $1.00 each in the Fu Chip, the 
defendants guaranteed that the closing market value on the following marketing 
date immediately after the 30th April 197 4 for the 2,520,000 shares of the 
4.2 million shares so allotted to the plaintiffs should not be less than $2.50 
per share and agreed to indemnify the plaintiffs in respect of the said 2,520,000 
shares against any loss, damage and other expenses which the plaintiffs might 
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incur or sustain in the event of the dosing market price of the Fu Chip shares 
falling short of $2.50 t"ach on the marketing day following the 30th April 
197 4. Then they gave instructions to the solicitors to reduce the agreements 
into writing. 

. It is contended by the plaintiffs that, whilst the agreement was executed 
by them in the presence of the two defendants after the gist of the contents 
were explained to them by a friend who was a solicitor's clerk, the subsidiary 
agreement was executed by them without any explanation but on the informa­
tion preferred by the 1st defendant that it contained the guarantee and 
indemnity as agreed orally between them in mid February 1973. T4e 
plaintiffs all signed the subsidiary agreement without reading the documents 
believing that it contained the guarantee and indemnity as orally in the terms 
as orally agreed. The subsidiary agreement was in fact one of sale and 
purchase whereby the plaintiffs agreed to sell 2,520,000 of the Fu Chip shares 
to the 1st defendant for $6.3 million, the completion to take place on or 
before the 30th April. The plaintiffs were never given a copy of either the 
main agreement or the subsidiary agreement until April 1973 when the 
plaintiffs discovered the discrepancy of the subsidiary agreement from the oral 
agreement of mid February 1973. Negotiation ensued and as a result, the 
defendants signed on the 4th May 1973 a document in the terms of the said 
oral agreement in mid February 1973 in consideration of the cancellation of 
the subsidiary agreement. 

Alternatively, the plaintiffs claim that the defendants signed the guarantee 
in consideration of the plaintiffs giving a written undertaking to the defendants 
that the plaintiffs would retain, for one year, 60% of the Fu Chip shares to 
be allotted to them, would indemnify the defendants of any loss or damages 
caused by their breach of this undertaking and would give the defendants the 
option of purchasing the 60% of such Fu Chip shares upon the happening of 
certain events. 

30 Further and in the alternative the plaintiffs claim that the said guarantee 
was signed by the defendants in consideration of the plaintiffs performing their 
obligations to the Fu Chip on the 4th May 1973 under the main agreement. 
The plaintiffs further contend alternatively that if the said agreement is invalid 
then the defendants are still bound by the subsidiary agreement. 

On the aforesaid grounds the plaintiffs now claim the total sum of 
$5,392,800 the difference between $6.3 million being the price of the 2,520,000 
shares of the Fu Chip calculated at $2.50 each ana $907,200 being the price 
of the same calculated at 36 cts. each, the market value of such shares on the 

. 1st May 1974. 

40 The defence is that there had been no such · oral agreement between the 
parties in mid February 1973 as alleged by the plaintiffs. Both the main 
agreement and the subsidiary agreement were signed by the plaintiffs on the 
27th February 1973 at the office premises of Wing On Co. after the plaintiffs 
had perused the same and after one Chow Hin Y au had explained the contents 
of the same to · the plaintiffs at lunch in the Golden City Restaurant on the 
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same day. Both the main and subsidiary agreements represented what were 
agreed upon by the parties thereto. One of the terms of the main agreement 
was that each of the plaintiffs must retain in their own right 60% of the 
shares of the Fu Chip to be allotted to him and not to sell the same on or 
before the 30th April 1974. By the subsidiary agreement the plaintiffs agreed 
to sell and the 1st defendant to buy the said 60% of the Fu Chip shares so 
retained by the plaintiffs at $2.50 each, that is the 2,520,000 Fu Chip shares 
for $6.3 million and that the said sale and purchase for the said shares should 
be completed on or before the 30th April 197 4. On or about 27th February 
1973 the Fu Chip notified the Far East Exchange Ltd. of-the execution of the 
main agreement and applied to list the shares to be allotted to the plaintiffs 
for trading. On the 16th March the Fu Chip made a public announcement 
that it had agreed to purchase all the issued shares in the Shing On. On or 
about the 28th March the date for completion under the main agreement was 
extended by consent of the parties to the 30th April 1973. On or about the 
31st March, 1974 the said application by the Fu Chip was approved by the 
Far' East Stock Exchange Ltd. 

On or about the 24th April 1973 the 1st defendant .explained to the 1st 
plaintiff the importance of the plaintiffs completing the transaction in the 

20 main agreement. Thereupon the 1st plaintiff alleged that the subsidiary 
agreement did not represent what had been orally agreed between the plaintiffs 
and the defendants in that the plaintiffs never agreed to sell to the 1st defen­
dant the said 2,520,000 shares in the Fu Chip as set out in the subsidiary 
agreement. The 1st plaintiff further required a guarantee from the defendants 
that the price in respect of the said 2,520,000 Fu Chip shares would not be 
less than $2.50 each for one year and said that unless such a guarantee was 
forthcoming the plaintiffs would refuse to sell the Shing On shares to the Fu 
Chip. On or about the 1st May 1973 the 1st defendant again impressed upon 
the 1st plaintiff the importance of the plaintiffs completing the transaction with 

30 the Fu Chip and that, in view of the Fu Chip's application to the Far East 
Stock Exchange Ltd. and the said public announcement made by the Fu Chip 
on the 16th March 1973 to that effect, the failure on the part of the plaintiffs 
to complete the said transaction would cause the public t9 lose confidence in 
the Fu Chip shares. 

On the 3rd May 1973, Mr. Chan Kwai Wah, the plaintiffs' agent, met 
the 1st defendant and repeated the same demand and the same threat that 
uriless the guarantee was forthcoming the plaintiffs would refuse to complete 
the transaction with the Fu Chip under the main agreement. It was under 
such threat that the defendants signed the guarantee. 

40 In the premises the defendants contend that the said guarantee was signed 
by the defendants under an unlawful threat to repudiate the main agreement 
administered by · the plaintiffs who knew well of the detrimental effect of such 
repudiation on the market price of the Fu Chip shares. As such the said 
guarantee is null and void and unenforceable. In the alternative it is contended 
that the said guarantee was given for a past ·consideration. It is denied that 
the defendants gave the said guarantee in consideration of the plaintiffs giving 
the defendants a written undertaking rto retain 60% of the Fu Chip shares to 
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be allotted to them under the main agreement and the option referred to in 
the plaintiffs' Statement of Claim. It is further contended that the subsidiary 
agreement which had been cancelled by mutual consent cannot be revived 
simply because of the said guarantee being invalid and that the plaintiffs are 
estopped from relying on the subsidiary agreement because it had been can­
celled and because of the plaintiffs' own refusal to abide by its terms. 

Joining issue with the defendants in their Reply the plaintiffs deny any 

(continued) 10 

conversation on or about the 24th April 1973. The plaintiffs also deny that 
the 1st defendant mentioned the adverse effect of the plaintiffs' failure to 
complete the main agreement on public confidence in the Fu Chip. They 
further allege that on the 1st May the 1st plaintiff did say that the plaintiffs 

20 

were prepared to complete the transaction under the main agreement only if 
the defendants would provide the plaintiffs with a guarantee and indemnity in 
accordance with the oral agreement. Thereupon the 1st defendant admitted 
that there was a mistake in the subsidiary agreement and that the defendants 
were prepared to give to the plaintiffs a guarantee and indemnity which would 
be prepared by Yung, Yu, Yuen & Co. Chan Kwai Wah, the plaintiffs 
agent, merely repeated the request of the said guarantee in terms of the oral 
agreement and inquired when such guarantee would be given. As a result 
the defendants gave the guarantee freely and were under no threat. Finally 
it is contended that by signing the said guarantee the defendants had re-
presented to the plaintiffs that it was valid. . Acting on such representation 
the plaintiffs agreed to the cancellation of the subsidiary agreement thereby 
changing their position to their detriment. As such the defendants are estopped 
fmm alleging that the said guarantee is ineffective or invalid. 

Despite the multiplicity of alternative issues of law and facts raised in 
the pleadings, the ultimate question still is whether the guarantee is binding 
on the defendants. Further such alternative issues depend largely on the facts 
of the case. Before an answer for the ultimate question can be found it is 

30 necessary first to consider the evidence in order to dispose of the alternative 
issues. 

One of the issues raised is that sometime in mid February 1973 the 
parties had reached an oral agreement to the effect as pleaded in paragraph 2 
of the Statement of Claim. The plaintiffs allege that the guarantee was signed 
on the 4th May 1973 in order to give effect to the said oral agreement since 
the subsidiary agreement, Exhibit B, was never read by or explained to the 
plaintiffs before they signed it and as such never represented the true intention 
of the parties as expressed in the said oral agreement. 

According to the 2nd plaintiff there had been negotiations between the 
40 plaintiffs and the defendants on five separate occasions over a period of 9 

days immediately preceding the 22nd February when they reached the said oral 
agreement. There and then the 1st plaintiff and the 2nd plaintiff went with 
the defendants to see Mr. Philip Yuen of Yung, Yu, Yuen & Co. their solicitors 
(then for both parties) to give instructions personally for reducing the said oral 
agreement into writing. They told Mr. Yuen that the Fu Chip was to take 
over the Shing On by allotment to the plaintiffs of 4.2 million Fu Chip shares 
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valued at $2.50 each and that there should be a guarantee given by the 
defendants and the Fu Chip that 60% · of the 4.2 million Fu Chip shares so 
allonted would not fall in value to below $2.50 each for one year af.ter the 
tmnsaction and that the defendants and the Fu Chip would pay the difference 
between $2.50 and the market price of the Fu Chip shares on the marketing 
day immediately following the 30th April 1974 if the Fu Chip shares should 
fall below the value of $2.50 each. On the other hand the 1st defendant 
demanded that the plaintiffs would not sell the 2,520,000 of the 4.2 million 
shares within one year or that the plaintiffs would have to compensate the 
defendants and the Fu Chip for any loss. At around noon on the 27th 
February the 1st defendant rang the plaintiffs for an appointment to go to tea 
at the Golden City Restaurant without mentioning the purpose for such a 
meeting. All the three plaintiffs wen:t bringing with them a solicitor's clerk by 
the name of Chow Hin Yau. Mr. Chow was a clerk to Hastings & Co. who 
were then solicitors advising the Shing On. On their arrival they saw only the 
lst defendant with a group of the 1st defendant's friends. 

At the lunch table the 1st defendant produced a copy of the main agree­
ment for their perusal. Mr. Chow then explained to the plaintiffs the gist of 
the contents of the main agreement and left the party at about 2 p.m. The 

20 subsidiary agreement was not produced to the plaintiffs until the parties had 
finished lunch and were down at the lobby of the Golden City Restaurant. It 
was produced by the 2nd defendant who did not appear until then. The 
defendants represented to the plaintiffs that the subsidiary agreement, Exhibit 
A 7-9 was the document of mutual guamntee. No one was there to explain 
the contents of tlie subsidiary agreement to the plaintiffs. The plaintiffs did 
not know English. By that time Chow Hin Y au had left. The plaintiffs 
signed the subsidiary agreement believing it to be a document of mutual 
guarantee and in accordance with their oral agreement. Then both the main 
agreement and the subsidiary agreements were taken away from the plaintiffs 

30 who were not given a copy thereof until sometime near the end of April. It 
is, however, the 2nd plaintiff's evidence that on the 28th March 1973 the 1st 
defendant took the main agreement only to the plaintiffs' office for their 
signature for a postponement of the completion date to the 30th April 1973. 
Again no copy of any agreement was given to the plaintiffs. It was near the 
end of April when the plaintiffs obtained a copy of the 2 agreements that they 
found out that the subsidiary agreement was not a document of guarantee but 
an agreement of purchase and sales. 

The defence evidence on this point is that there was no oral agreement 
as alleged by the plaintiffs. Between the 12th February 1973 and 19th 

40 February 1973 the 1st defendant was in Taiwan. On the 20th or 21st of 
February 1973 the 1st plaintiff first indicated to the 1st defendant that he, the 
1st plaintiff, was interested in the Shing On being taken over by the Fu Chip. 
On the 23rd February 1973 the Fu Chip shares were .listed on the Far East 
Soo"ck Exchange for dealing for the first day. On that day the 1st defendant 
went to the 1st plaintiff's share-brokers firm, the Wing On Company, to watch 
the market. The 1st defendant bought a fair number of the Fu Chip shares 
on that day to support the prices of the Fu Chip shares- see Exhibit E, the 
bought notes. The question of taking over the Shing On was then revived at· 
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the closing of the market for the day. The parties negotiated and bargained 
over the terms of the take-over several times during the following few days. 
There was mention as to the form of the guarantee for the value of the Fu 
Chip shares to be allotted to the plaintiffs in consideration of the take-over of 
the Shing On. The 1st defendant offered to sign an agreement to buy back 
60% of the shares which the plaintiffs were obliged to retain for one year 
after the completion of the main agreement at the price of $2.50. This was 
acceptable to the plaintiffs. The 1st plaintiff and 1st defendant went to see 
Mr. Yam, a conveyancing clerk in Yung, Yu, Yuen & Company to give 
instructions for drawing up their agreement. In the presence of the 1st 
plaintiff the 1st defendant gave instructions to Yam who later repeated such 
instructions to the parties. Both raised no objection. Yam indicated that the 
agreement would be ready by the following day. The 1st defendant suggested 
that the parties should sign the agreement at Yung, Yu, Yuen & Company. 
However the 1st plaintiff suggested that the 1st defendant should meet him 
before 1 p.m. at the Golden City Restaurant 4th floor for tea the next day and 
sign the agreements so that he could show them to Chow Hin Yau of Hastings. 

On the morning of the 27th February 1973 the defendants collected two 
copies each of the main agreement and the subsidiary agreement in escrow and 
took them to meet the plaintiffs at the Golden City Restaurant. All the four 
copies were handed to the 1st plaintiff: who asked Chow to explain the contents 
to him which Chow did. But the agreement was not signed there. The 
parties then went back to the Wing On Company where the documents were 
handed to Mr. Chan Kwai Wah who explained generally the outline of the two 
documents to the plaintiffs who then signed both the main agreement and the 
subsidiary agreement. The 1st defendant identified Exhibit C as one of the 
two originals of the main agreement to which the Shing On seal was applied 
and which was signed by the plaintiffs and the defendants. As to the extension 
endorsement it was signed on or about the 27th March 1973 at the Yung, Yu, 
Yuen & Company before Mr. Yam. 

In view of the evidence it is obvious that the parties could not have 
reached any oral agreement before the 23rd February 1973. The 1st defen­
dant was away from Hong Kong until 19th February 1973. In any event 
there was no market price for the Fu Chip shares to form the basis of any 
bargain before the 23rd February 1973 when such shares were first put on the 
open market. The 2nd plaintiff's evidence that the parties reached agreement 
before the 22nd February 1973 and went to Yung, Yu, Yuen & Company to 
give instructions to reduce the agreement into writing is not reliable. The 
2nd plaintiff's only explanation for fixing the price of the Fu Chip shares at 
$2.50 each, which is that the 1st defendant simply fixed a price at that level, 
appears to me to be far fetched. She frankly admitted that she could not 
remember if the price for the Fu Chip shares were agreed at $2.50 each only 
on the 23rd February 1973 and said in cross-examination that it was after 
the Fu Chip shares were listed before any discussion of the take-over began. 
This is in direct conflict with her evidence-in-chief and reflects upon the cre­
dibility of the 2nd plaintiff's evidence though it is by no means decisive on the 
question whether there was an oral agreement in terms as alleged by the 
plaintiffs. Even the 1st defendant's evidence is that prior to the 27th February 
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1973 the parties had come to terms which were reduced into writing. In his 
evidence-in-chief the 1st defendant told of their discussion on the 26th February 
1973 as follows:-

"On following Monday, 26/2/73 we met. We talked about the price. I 
first offered $8.5 million. They declined. Mrs. Pao wanted $11 million. 
I refused because even figure they worked out was only $10.8 million. 
Then Mrs. Pao suggested $10.8 million. Hackling took place and 
eventually agreed upon figure of $10.5 million and that payment to be 
made by allocation of shares valued at $2.50 each. It took only half an 
hour to reach this agreement. I was anxious to acquire and they were 
anxious to sell. After agreement reached Mrs. Pao told me she had 
licence as stock broker and in future we could join to be banker in a 
game. At that time we were all in high spirits. We met again that 
afternoon to talk of details of the transaction. I suggested that the 
shares allocated 1o them should not be sold for 1 year as to 60%. I 
gave them the reason- that as major shareholder they must support the 
shares. They were well pleased saying that we were in the same boat 
and hope the boat would float. Then Mrs. P.ao asked what happened it 
the shares dropped below $2.50. I said I would sign an agreement with 
her to buy back the shares at $2.50 after 1 year. Both Mr. and Mrs. 
Pao agreed. Then Pao and I went to see Mr. Yam at Yung, Yu, Yuen 
& Company. I gave an account to Yam of the take-over by the Fu Chip 
of Shing On Company. Yam was instructed to prepare two agreements­
one for taking over of Shing On by Fu Chip by issuing 4.2 million shares 
of Fu Chip to acquire all shares of Shing On Company." 

It is obvious that the parties could not have had any negotiation aJt a time 
nine days prior to the 22nd February 1973. It has been proved conclusively 
that the 1st defendant was in Taiwan during that period up to the 19th 
February 1973. I believe that the parties did not start negotiation until the 

30 23rd February 1973 when the Fu Chip shares were first traded in the Far 
East Stock Exchange. 

The 1st defendant went on to tell of the circumstances under which the 
main agreement and the subsidiary agreement were signed as follows:-

"On following morning I and Lau !<!am Ching went to Yung, Yu, Yuen 
& Company about noon. Yam gave us four copies of documents 
(originals and copies). From there we went to Golden City Restaurant. 
Before we left Yam explained the contents of documents in detail. 

On arrival at the 4th floor of Go}den City I saw Pao and Mrs. Pao and 
others already there at the table. All friends of Pao. I handed all four 

40 documents to Pao. Pao handed Dhem all to Mr. Chow who was intro­
duced to me. Chow was the one who gave evidence yesterday. Chow 
then proceeded to explain the documents in great details, sentence by 
sentence to Mr. and Mrs. Pao. In all it took about 20 minutes. But 
none of the documents was signed there. Throughout that lunch Lau 
Kam Ching was present. 
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After lunch we followed Pao back to Wing On Company. However, I 
told Pao to wait for a while on the ground floor so that Lau Kam Ching 
could go back to Wing Lok Street to get the rubber chop. We waited 
there for about fifteen minutes, at that time documents were in Pao's 
possession. On Lau Kam Ching's return we all walked to Wing On­
me, Kam Ching, Mr. and Mrs. Pao and Pao Lap Chung. 

.A!t Wing On Pao handed the documents to Chan Kwai Wah to read. l 
knew Chan K wai Wah. Chan explained generally an outline of such 
documents. Then we, five of us, signed the documents. 

I see Exhibit B, I identify my signature therein. I also identify my 
signature therein. Also my signature on Exhibit C-1. I also identify 
the signatures of Exhibit C-1 as those of Mr. Pao, Mrs. Pao and Pao Lap 
Chung. I see a seal in the middle of page in Exhibit C and say it was 
applied at the time of the signing of the documents by Chan Kwai Wah. 
He applied the seal to two documents. After signing the documents, 
returned to me and I at once took them to Mr. Yam of Yung, Yu, Yuen & 
Company. I got copy of take-over agreement to be taken to our 
accountant Charles Marfan." 

I am inclined to believe· that the ht defendant's account is accurate to 
20 the extent that in the course of the discussion the plaintiffs did not object to 

the 1st defendant's offer to purchase their retained shares as a sufficient form 
of guarantee and that such instructions were given to draft the subsidiary 
agreement to Mr. Yam of Yung, Yu, Yuen and Company rather than to Mr. 
Yuen himself. It is not part of the plaintiffs' case that either Mr. Yuen or 
his clerk, Mr. Yam, was negligent. No solicitor worthy of his profession 
would produce a draft agreement of sales as is the subsidiary agreement while 
instructions were given to draft a guamntee. Mr. Yau frankly admitted that 
he merely used the printed standard form of sales for the subsidiary agree­
ment. This accounts for the conflict between the terms of the main agreement 

30 and the terms of the subsidiary aP:reement. In the main agreement the 
plaintiffs covenanted with the Fu Chip that they would not sell or dispose of 
60% of the Fu Chip shares allotted to them within one year of the completion 
of the transaction. In the subsidiary agreement the plaintiffs agreed to sell 
60% of the said shares to the 1st defendant within one year of the completion 
of the transaction under the main agreement. In the preparation of the 
subsidiary agreement both the plaintiffs and the defendants were the clients of 
Yung, Yu, Yuen & Co. I do not believe that any solicitor would so 
deliberately favour one of his clients to the detriment of the other as to include 
terms as harsh and prejudicial as those in the subsidiary agreement. Clause 

40 1 of the subsidiary agreement provides that: 

"1. The Seller shall sell to the Buyer and the Buyer shall buy from the 
Seller free from all incumbrances the said shares in the said Company 
together with all dividends bonus and issues, if any, accrued or to accrue 
thereon whether accrued before or after the signing of this Agreement." 

Having heard the evidence of the 2nd plaintiff and the 1st defendant and 
having seen them in Court I form the opinion that both are fairly sharp 
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business people each trying to get a better bargain over the other in the 
take-over negotiation. However, the 1st defendant is of a slightly more 
sophisticated type. As such he was able to obtain an advantage over the 
plaintiffs by getting them to agree to the form of transaction as .contained in 
the main agreement and the subsidiary agreement - a transaction he said he 
would not have entered had he been in the plaintiff's place. I find as a fact 
that in the course of their negotiation the plaintiffs inquired as to the form of 
protection they would be given for agreeing to retain 60% of the Fu Chip 
shares allotted to them under the main agreement for at least one year. 
Thereupon the 1st defendant offered ro repurchase the said shares from them 
at $2.50 each at the end of the year. The plaintiffs agreed in principle to this 
form of safeguard. H was in such circumstances that the 1st plaintiff and the 
1st defendant went to give instructions to Mr. Yam of Yung, Yu, Yuen 
& Co. I am satisfied that everything leading to and including the preparation 
of the draft agreement were done in a rush. No one including Mr. Yam paid 
much attention to the legal refinements or the unreasonableness of some of the 
provisions in the draft subsidiary agreement. However, I am satisfied that at 
the material time the plaintiffs knew that the subsidiary agreement which they 
signed would take the form of a sale and purchase agreement. 

20 The 2nd plaintiff's evidence as to the circumstances under which they 
signed the main and subsidiary agreements were full of embellishments. Her 
evidence is not reliable. I am satisfied that it was her husband, the 1st 
plaintiff who suggested that the documents should be taken to the Golden City 
Restaurant for execution. That was the plaintiff's usual place · for lunch. 
There he could bring his friend and a trusted solicitor's clerk, Mr. Chow Hin 
Y au, to read the documents in draft without causing embarrassment of bring­
in'g Mr. Chow to Yung, Yu, Yuen & Co. I cannot accept the plaintiffs' 
evidence that Mr. Chow went to the Golden City Restaurant without knowing 
that his assistance was required on that occasion. As to the signing of the 

30 subsidiary agreement I accept the evidence given by the 1st defendant, that 
the draft copies of both the main agreement and the subsidiary agreement 
were handed to the plaintiffs for perusal that Chow Hin Yau had read and 
explained the gist of the contents of both draft agreements to the plaintiffs 
and that the main . agreem~nt was signed and sealed at the same time as the 
subsi4iary agreement was signed at the Wing On Company after the plaintiffs' 
employee Chan K wai Wah had read through the drafts. The two drafts were 
prepared by the same person, Mr. Yam, after instructions were given to him at 
the same time the previous day. Both drafts relart:ed to the take over transaction 
of the Shing On. By their own pleadings the plaintiffs allege that they signed 

40 the main agreement at the Golden City Restaurant in the presence of both 
defendants. This is in conflict with the 2nd plaintiff's evidence that the 2nd 
defendant was absent when they signed the main agreement. There is another 
reason which leads me to reject the plaintiff's evidence that they never read 
the draft agreements before signing them. The 2nd plaintiff maintained that 
after the documents were signed both the main agreement and the subsidiary 
agreement were taken away from them by the defendants on the 27th February 
1973. At that time the seal of the Shing On had not been applied to the 
main agreement. Yet one of the .originals of the main agreement - Exhibit 
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C2 - which was forwarded to the Far East Stock Exchange on the 27th 
February 1973 had the seal of Shing On applied to it. Another copy of the 
original main agreement - Exhibit C 1 - which had been kept in the o:ffic6 
of Charles Marfan since early March 1973 also bore the Shing On seal. The 
Shing On seal was at all material times in the possession of the plaintiffs up 
to the 4th May 1973. This lends support to the 1st defendant's evidence that 
the main agreement was signed and sealed in the Wing On Company on the 
27th February 1973. On the balance of probability I also believe that the 

17th February, lO 
1976. 

subsidiary · agreement was signed by the parties in the same place and in the 
same manner by the parties as alleged by the 1st defendant. 

(continued) 

20 

Having found that the plaintiffs signed the subsidiary agreement with full 
knowledge of the nature of its contents there is no room · for doubt that the 
alleged oral agreement as set out in para. 2 of the Statement of Claim never 
existed. Had there been such an . oral agreement the plaintiffs would have 
raised an objection before they signed the subsidiary agreement. There is 
also no merit in the plaintiff's claim that the guarantee was signed on the 4th 
May 1973 to give effect to the true intention of the parties as expressed in the 
alleged oral agreement or in rectification of a mistake. 

There is no necessity to decide on the validity of the subsidiary 
agreement. It has been cancelled by mutual consent. It is sufficient to say 
that if the plaintiffs repudiated the subsidiary agreement solely on the ground 
that it did not represent the true intention of the parties or of non est factum 
the plaintiff must fail for the reasons I have given. 

I will now consider the evidence on the circumstances leading to the 
signing of the guarantee. The plaintiff's evidence is that the 1st plaintiff left 
for Taiwan on the 18th April 1973. Shortly after that Mr. Chow Hin Yau 
of Hastings who looked after the property of the Shirrg On telephoned the 2nd 
plaintiff and informed her of a letter from Yung, Yu, Yuen & Co. which 
reads: 

30 "We have instructions from Messrs. Tsuen Wan Shing On Estate Co. Ltd. 
and Fu Chip Investment Co. Ltd. to deal with the above premises and 
are informed by Mr. Pao of Tsuen Wan Shing On that the title deeds and 
documents relating thereto are now in your possession. 

We should be much obliged if you would kindly arrange to send us all 
the title deeds and documents relating thereto to enable us to deal with 
the same." 

The 2nd plaintiff informed Chow that she had not received the guarantee 
from the defendants. As a result Chow wrote in reply in the following terms: 

"With reference to your letter of the 19th instant, we are instructed by 
40 our clients }.jessrs. Tsuen Wan Shing On Estate Co. Ltd. to request your 

clients Messrs. Fu Chip Investment Co. Ltd. through your goodselves to 
send us on behalf of our clients a: guarantee from your clients that the 
intended allotment of 4,200,000 ordinary shares of your clients would be 
·of the value of the sum $10,500,000 as mentioned in the Agreement for 
Sale and Purchase dated the 27th day of February 1973. 
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We shall be much obliged to hear from you hereon at your earliest 
convenience." 

At the same time she sent her employee Chan K wai Wah to go to collect a 
copy of what she called "the mutual guarantee". Chan returned with a copy 
of the subsidiary agreement. The 2nd plaintiff said that that was the first 
time she set eyes on the contents · of this document which was explained to 
her. Nothing was done until the 1st plaintiff returned from Taiwan on the 
29th April1973 and all papers were handed to him. The 1st plaintiff took 
the matter up with the 1st defendant. The 1st plaintiff's attitude was that 
unless a guarantee and in9emnity for the price of the 2,520,000 Fu Chip 
shares was given by the defendants the plaintiffs would not complete the main 
agreement with the Fu Chip. On a day between the 30th April 1973 and 
the 3rd May 1973 the 1st defendant agreed to make a fresh arrangement. As 
a result the guarantee was approved in draft between Chow Hin Yau of 
Hastings on their behalf and Yung, Yu, Yuen & Co. on behalf of the 
defendants. In the afternoon on the 4th May 1973 they all went to Yung, 
Yu, Yuen & Co. and signed the documents. The plaintiffs and the defendants 
signed for the c'ancellation of •the subsidiary agreement - Exhibit B. The 
plaintiffs signed a guarantee and indemnity- Exhibit A-39 and the defendants 
signed the guarantee- Exhibit A-37-38 . . The 2nd plaintiff can't remember 
the exact sequence of the documents being signed but says that they were 
signed one after another. Then the parties went to the office of Charles 
Marfan to complete the transaction under the main agreement. 

The defence evidence is that after the main agreement and the subsidiary 
agreement were signed on the 27th February 1973 he took them back to the 
office of Yung, Yu, Yuen & Co. He caused copies of the main agreement 
to be sent to Charles Marfan & Co., the Fu Chip's secretary and to the Far 
East Stock Exchange in connection with the Fu Chip's application for listing 
the new Fu Chip shares. On the 31st March 1973 the Far East Stock 

30 Exchange Ltd. approved the listing of the new shares. On the 2nd April 
1973 the lst defendant telephoned the 2nd plaintiff to inform her of the 
approval and asked the plaintiffs to complete the transaction with the Fu Chip. 
The 2nd plaintiff stated that her husband was still thinking over the matter. 
Since then the plaintiffs continued to· avoid an answer on the excuse that the 
1st plaintiff was away. On the 16th April 1973 the 1st defendant telephoned 
the 2nd plaintiff on the same subject. When ·the 2nd plaintiff asked for a 
guarantee as to the Fu Chip shares which the plaintiff agreed to retain for one 
year under the main agreement. This dispute continued in correspondence 
between the parties' solicitors until the 4th May 1973 when the draft guarantee 

40 was agreeable to both parties. The defendants agreed to give the guarantee 
solely because the plaintiffs threatened to repudiate the main agreement with 
the Fu Chip. The parties signed the cancellation of the subsidiary agreement 
first, then the guarantee. There was a further dispute as to ·how the plaintiffs 
could ensure that they would not dispose of the 60% of the Fu Chip shares to 
be allotted to them. This resulted in the signing of another document by the 
plaintiffs to indemnify the defendants should they (the Plaintiffs) dispose of the 
said Fu Chip shares in breach of the main agreement. 
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I have already found that there was no oral agreement between the 
parties in mid February 1973 for a guarantee to be given by the defendants 
and that the plaintiffs knew of the nature of the subsidiary agreement. There 
is nothing to form the basis of the plaintiff's demand for the guarantee as told 
in the 2nd plaintiff's evidence. Exhibit 21 was written by Chow Hin Yau on 
instructions of the 2nd plaintiff. Had there been an oral agreement as alleged 
Mr. Chow would have written for a guarantee of 60% only of the shares so 
allotted to the plaintiffs and not for 100% of them. Mr. Chow said that the 

17th February, lO 
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2nd plaintiff gave the figure to him before he wrote Exhibit 21. I find as a 
fact that the only reason why the plaintiffs asked for a guarantee in April 
1973 is that they realised by then that they had not obtained a good bargain (continued) 

20 

after all. . That probably is the reason for the Plaintiffs' change of attitude in 
April 1973. The evidence is that both parties were keen to go through the 
transactions at the time the main agreement was signed. There is also evidence 
that by early April the 1st plaintiff had known of the approval to deal in the 
Fu Chip shares to be allotted to the plaintiffs by the Far East Stock Exchange. 
His departure for Taiwan before the completion of the main agreement is 
difficult to understand. In this connection I find the 2nd plaintiff's evidence 
that the 1st defendant did not inform the plaintiffs of the said approval in 
April illogical and unsatisfactory. 

There is also evidence that both the plaintiffs and the defendants were 
optimistic about the price of the Fu Chip shares. In fact the feeling was 
such that it was better to hold shares than cash. Although the price of the 
Fu Chip shares suffered a slight set back in late April 1973 it was considered 
that that was in sympathy with the general market. At that time the plaintiffs 
and the defendants could not have foreseen that the market, including the Fu 
Chip shares would continue to sluwp to such an extent as was found in the 
latter part of 1973. The 1st plaintiff's decision to go to Taiwan was made 
probably in order to play for time and to enable the 2nd plaintiff to start a 

30 new bargain. No reason was given · for the necessity of his Taiwan trip. It 
is more inexplicable why he should leave at a time when it was essential for 
him to remain in Hong Kong to complete the main agreement with the Fu 
Chip. He knew by that time an announcement of the acquisition by the Fu 
Chip of the Shing On shares had been made to the public. He knew also 
that the defendants were anxious to see to that the Fu Chip 'completing the 
transaction. He knew that the longer the defendants had to wait the better :: 
bargaining power he would have in his hand. In short he knew he had the 
upper hand over the defendants who would have to agree even if he wanted 
something more than the original bar gain viz: the subsidiary agreement. In 

40 my opinion his threat of refusing to complete was, for the plaintiffs, a good 
starting point for a new bargain and his temporary absence a very shrewed 
move. 

It is not necessary for me to decide on the sequence in which the 
guarantee, the cancellation of the subsidiary agreement and the indemnity, 
Exhibit A-39, were signed. The 2nd plaintiff's evidence on this point is hazy. 
The defence evidence is that the cancellation of the subsidiary agreement was 
signed first. However, subject to the question of admissibility of extrinsic 
evidence, a question I shall deal with later, I am of the opinion that the 
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guarantee was signed by the defendants solely to induce the plaintiffs to 
complete the main transaction and nothing else. Had the indemnity, Exhibit 
A-39, been a consideration for the guarantee it would have been included in 
the text of the guarantee in however general a term. It will be observed that 
the draft of the guarantee had been through the hands of solicitors' clerks at 
least 3 or 4 times and was finally submitted to a solicitor who had read and 
explained it to the parties before execution. On this point I am inclined to 
accept the 1st defendant's evidence that the indemnity, Exhibit A-39, was 
signed by the plaintiffs on a subsequent demand by the defendants after the 
guarantee had been signed. As to the cancellation it is the plaintiffs' own 
evidence that it was cancelled for one reason and one reason alone viz: it did 
not represent their true intention. The guarantee was to replace it. 

It remains for me to consider how in fact this alleged threat on the part 
of the plaintiffs affected the defendants. That the defendants were thoroughly 
disgruntled is beyond doubt. Because of the plaintiffs' change they had to 
give up what they considered to be a very good bargain in the subsidiary 
agreement. In its place they were asked to sign a guarantee as to the price 
of a block of shares in the Fu Chip. In this way they could gain nothing 
even if the price should go up. At the time the main agreement was signed 

20 the parties were optimistic as well as enthusiastic. In the words of the 1st 
defendant the plaintiffs were hoping to "play bank" together with him on the 
Fu Chip shares - meaning controlling the market of such shares by buying 
and selling. There was some evidence that the price of the Fu Chip shares in 
April was not as high as it was in February or March 1973. But the price 
for such shares was still much higher than its normal value of $1.00 each. 
Further the 1st defendant was still fairly confident. In cross-examination he 
said: "I continued to buy the Fu Chip shares to support the price. I knew 

the Fu Chip shares were not worth $3.00 each then. But in those days it was 
a ·blind chase." The 1st defendant frankly admitted that in February and 

30 March he purchased a lot of the Fu Chip shares in order to push up the price 
and then resell at a profit. 

In answer to questions in cross-examination about the price movements of 
the Fu Chip shares the 1st defendant said: 

Q. As to Fu Chip shares between 23rd February 1973 and 27th 
February 1973 prices at Far East between $2.90 and $3.50? 

A. Agree. 

Q. But in Exhibit E, the prices you paid were as high as $4.00? 

A. Yes. 

Q. In Far East Exchange the price on 5th March 1973 went up to 
40 $4.60? . 

A. I believe so, though can't remember. 
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Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

Q. 

A. 

Near end of March 1973 the prices about $3.30? 

. Can't remember. Don't disagree. 

At same period in Kam Ngan Exchange between $3.30 and $3.60? 
I don't deny it. 

On 16th April you said Mrs. Pao threatened not to complete? 
Yes. 

But on 11th April price in Far East was $2.80 and on 13th April 
Kam Ngan $2.55? 

Do not disagree. 

On the days prior to 13th April price $2.40? 

I do not dispute. 

By 16th April there is indication of downward trend of Fu Chip 
shares? 

Still there is fluctuation along with main market. 

Q. But downward trend? 

A. Yes. But that is looking back. At that time no one could see the 
market fell to that extent. 

Q. On 30th April 1973 in Far East nominal was $2.00? 

A. Yes. 

20 Q. Same day at Kam Ngan it was $1.55? 
A. I believe not as low as that though I have no recollection. 

Q. Before 27th February 1973 the price was well above $2.50? 

A. Agree. 

Q. The general expectation of yourself and the plaintiffs was that the 
price would go upwards? 

A. That was my view only. I don't know about them. 

Q. Since you had that view you thought plaintiffs would agree to be 
tied down at $2.50 only? 

A. But that was the actual fact. I agreed to buy back and they agreed 
30 to sign willingly. 

Q. By 16th April price down to $2.50 and by 30th April 1973 parties 
negotiating the guarantee in terms of Exhibit A-37-38 prices clearly · 
below $2.50. At the end of April would not an agreement in the 
line of Exhibit B be more attractive to the plaintiffs? 
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A. I have no way of knowing what they were thinking. Had the Pao's 
been able to foresee shares fall below 40 cts. they would not force 
me to sign Exhibit A-37-38. They must have expected the shares 
to rise. 

Q. On 30th April1973 Fu Chip shares at Kam Ngan at $1.65 nominal? 

A. Nominal price can't be a guide. There is no seller. 

Q. With price so much below $2.50 would not Exhibit B be attractive 
to the plaintiffs? 

A. No. 

10 As to his reaction to the plaintiffs' threat to refuse completing the main 
agreement the 1st defendant said in cross-examination:-

0. What would be the effect on you if plaintiffs refused to carry out the 
terms of Exhibit C? 

A. Very serious. By the time Fu Chip shares on the market had more 
than 2,000 shareholders. After we made announcement of the 
acquisition value of shares went up several 10 cts. It showed that 
the take over gave general impression assets of Fu Chip enhanced. 
If the deal falls then public would think problem exists in Company 
and lose confidence in Fu Chip shares. 

20 Q. The shares went up 10%? 

A. Yes. Not only because of takeover but also because of general 
condition. But if Fu Chip fails to take over then a very bad news 
the drop would be exceeding 20 cts. If falls through Pao lost 
nothing I would lose a lot. She knew that I bought lots of Fu Chip 
through her. 

These words reflect the optimism and hope of the 1st defendant when he 
yielded to the plaintiffs' demand for a guarantee. At the time the demand 
was made the 1st defendant placed the matter in the hands of his solicitors. 
He had proper legal advice. He knew very well whether he gave the guarantee 

30 or not the main agreement between the Fu Chip and the plaintiffs was still 
valid as a separate document. The Fu Chip could have sued the plaintiffs for 
specific performance or for damages. Out of the original issued and paid up 
capital of 12,600,000 shares in the Fu Chip the 1st defendant owned 6,531,000 
shares (see Exhibit D at page 17). In addition he had purchased more since 
the listing of such shares. His brother, the 2nd defendant owned 1,500,000 
million shares. Between the two of them they owned the controlling interests 
of the Fu Chip. By then the 1st defendant had already set himself about in 
manipulating the price of the Fu Chip shares by buying and selling. If the 
defendants refused to give the guarantee on the Fu Chip shares, then the Fu 
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Chip shares might · drop a few 10 cts. in price only if the general condition of 
tlte market remained bullish. It would be possible for the 1st defendant to 
pusb the price up again with his manipulation. The Fu Chip, after all, is an 
investment Company. All its assets consist of landed property. So long as 
the properties in the Fu Chip have been quoted in their true value the success 
or failure in the taking over of the Shing On could not have affected the true 
value of the Fu Chip shares. Whatever set back in the market price of the 
Fu Chip shares could not have sent them below their true value. Even if it Simon F. S. Li 

17th February, 
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did, the defendants might have suffered a temporary paper loss of profit but 
would not have suffered a financial ruin. The 1st defendant did threaten that 
the Fu Chip would sue the plaintiffs on the main agreement. However, in (continued) 

20 

the end he chose to avoid litigation and yielded to the plaintiffs' demand. 
The 1st defendant must have considered the matter thoroughly in the light of 
the then marketing condition and formed the opinion that the risk in giving 
the guarantee was more apparent than real. As I have said earlier on, neither 
party at the time could have foreseen the stock market subsequently slumping 
in such manner. Had the plaintiffs realised that the prices in general in the 
stock market would fall to the extent as we now know then they would not 
even 1bother to. demand for the guarantee. They would be quite satisfied with 
the subsidiary agreement. Therefore I find as a fact that when the defendants 
agreed to sign the guarantee neither they nor the plaintiffs envisaged a drastic 
fall of the market and that the defendants never expected that on the guarantee 
they might be required to compensate the plaintiffs in terms of millions of 
dollars. This was an error of judgment in a business deal. The defendants 
were reluctant to be deprived of a good bargain - the subsidiary agreement. 
But I find that they were quite prepared to take a calculated risk (which at 
the time appeared to be very little) in order to pacify the plaintiffs who were 
adamant. It was in such circumstances that the guarantee was given. 

Having come to the aforesaid conclusions on the facts of this case I shall 
30 deal now with some questions of law and other alternative issues before I 

return to the ultimate question - the binding effect of the guarantee. The 
first question is whether extrinsic evidence is admissible to show the 
circumstances under which the various documents were signed or for the 
interpretation of the guarantee. Here the plaintiff pleaded that they signed 
the subsidiary agreement without knowing its contents which never reflected 
the genuine intention of the parties. On the other hand the defendants plead 
that the guarantee was signed under duress .or as the result of an unconscienable 
bargain. Both are relevant issues or questions relevant to the issue. It is 
only proper that parole evidence should be admissible .to show the circumstances 

40 leading to the execution of both documents. Extrinsic evidence is admissible 
to prove any matter which by substantive law affects the validity of a document 
or entitles a party to any relief in respect thereof. See Phipson on evidence -
p. 1789 and p. 1802. Learned Counsel for the parties have not seriously 
challenged the admissibility of extrinsic evidence relating to the execution of 
these two documents. Mr. Zimmern for the defendants, however, contends 
that the extrinsic evidence is not admissible to contradict or vary the plain 
terms of the guarantee. The guarantee - ~xhibit B, reads as follows: 

"In consideration of your having at our request agreed to sell all 
your shares of and in the above mentioned Company whose registered 
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office is situate at 274 Sha Tsui Road Ground Floor Tsuen Wan New 
Territories in the Colony of Hong Kong for the consideration of 
$10,500,000 by the allotment of 4,200,000 shares of $1.00 each of Fu 
Chip Investment Company Limited whose registered office is situate at 
No. 33 Wing Lok Street Victoria in the said Colony of Hong Kong and 
that the market value for the said ordinary shares of the said Fu Chip 
Investment Company Limited shall be deemed as $2.50 for each of the 
$1.00 shares under an Agreement for sale and purchase made between 
the parties thereto and dated the 27th day of February 1973, we Lau Yiu 
Long of No. 152 Tin Hau Temple Road, Flat Cl, Summit Court, 14th 
Floor in the Colony of Hong Kong Kowloon Merchant and Benjamin 
Lau Kam Ching of No. 31 Ming Yuen Street West, Basement in the said 
Colony of Hong Kong Merchant the director of the said Fu Chip Invest­
ment Company, Limited hereby agree and guarantee the market value for 
the said 4,200,000 ordinary shares of the said Fu Chip Investment 
Company shall be $2.50 per share and that the total value shall be of 
the sum of $6,300,000 for the period between 15th of April 1974 to the 
30th of April 197 4 and we further agree to indemnify and keep you 
indemnified against any damage,s, losses and other expenses which you 
may incur or sustain in the event of the market price according to The 
Far East Stock Exchange Ltd. shall fall short of the $2.50 during the said 
period between 15th April 1974 and the 30th April 1974 that no time 
or indulgence granted for the said Fu Chip Investment Company Limited 
shall exonerate our liabilities hereunder." 

It is submitted that the consideration referred therein was a past con­
sideration. Any extrinsic evidence tending to prove a present or executory 
consideration would be in contradiction of a plain term of the guarantee and 
as such should be inadmissible. Mr. Gittins for the plaintiffs contends, 
however, that the form of the guarantee is exactly the same as those contained 

30 in the Encyclopaedia of Forms and Precedents (See Vol. 9 Encyclopaedia of 
Forms and Precedents p. 777-824) and that extrinsic evidence is always 
admissible to show the true consideration - in the present case, the plaintiffs 
completion of the main agreement with the Fu Chip. 

The common law rule that no extrinsic evidence is admissible to 
contradict the plain terms of a written agreement has been subject matter of 
many judicial interpretations which indicate a fair number of exceptions. Thus 
in para. 650 of Chitty on Contracts it is said. 

"Extrinsic evidence may therefore be admitted to show want of or 
failure of the consideration stated to have been given in a written instru-

40 ment. Thus the words in a bill of exchange 'for value received' do not 
preclude the court from finding that no consideration has in fact been 
given. Extrinsic evidence is also admissible to prove the true considera­
tion where no consideration has been stated or where the consideration is 
inaccurately recorded. Also an additional consideration may be proved, 
provided it does not contradict the stated consideration. 'The rule is 
that, where there is one consideration stated in a deed, you may prove 
any other consideration which existed, not in contradiction to the 
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instrument; and it is not in contradiction to the instrument to prove a 
larger consideration than that which is stated." 

In the case of Wood v. Wise(l) where a lease of rent restricted premises 
was expressed to_ be granted "in consideration of the sum of £850" in addition 
to the rent reserved in the lease extrinsic evidence was admitted to show that 
the sum of £850 expressed in the lease was in fact commuted rent intended by 
the landlord and tenant arid not a premium or a condition of the grant. 
Evershed M. R. said at p. 39 as follows: 

"There was a good deal of discussion of the question whether it was 
permissible for the court to hear extrinsic evidence of the bargain made, 
or whether the court in this matter was confined to the deed. It is con­
venient for me to deal first with that point, and I conclude that extrinsic 
evidence was clearly admissible, though the result of so concluding is far 
from decisive of the case. I note that this is not an action on the deed; 
the question here is whether the plaintiff has a statutory right of action 
under section 2(5) of the Act of 1949. Moreover, if she has, then prima 
facie the defendant has done that which was illegal, and for which he is 
liable to criminal proceedings. As a matter of principle, therefore, 
evidence must be admissible to prove the true nature of the transaction; 
but, further, the evidence is required not to vary the deed, but with a 
view to explaining and proving what was in truth the consideration. For 
this purpose extrinsic evidence has always been admissible." 

Romer L. J. said at p. 54: 
"Moreover, the extrinsic evidence is not sought · to be introduced in the 
present case with a view to contradicting anything that is expressed in the 
lease, but in ord~ to show what was the true nature of the £850, which, 
it is to be observed, is nowhere described in the lease as a 'premium'." 

In Goldshede v. SwanC2) the consideration expressed in a guarantee for a 
loan was: 

30 "In consideration of your having this day advanced to our client, Mr. 
V ermon Dolphin of Piccadilly, in the county of Middlesex, the sum of 
£750, secured by his warrant of attorney, payable on the 22nd day of 
August next, we hereby jointly and severally undertake to pay the same 
on the said 22nd day of August, or so soon afterwards as you apply for 
same, in case default should be made in payment of the sum of £750." 

(1) (1955) 2 Q.B. 29. 
(2) (1847-8) 1 Ex. p. 154. 
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It was held that extrinsic evidence was admissible to show that the consideration 
expressed in the document of guarantee was in fact an executory consideration. 
At p. 159 Pollock, C. B. said: 

''Where any written instrument is ambiguous, evidence is receivable to 
construe its meaning, but not to alter or vary in any manner the terms 
of that instrument. Here it was proved, that the guarantee was given, 
and that the money was thereupon advanced. In the case of Butcher v. 
Stewart, the memorandum was held to be prospective, and judgment was 
given for the plaintiff. That case is very similar to the present. It was 
a special case, and was very recently decided. The present case also 
falls within the same principle as that of Haigh v. Brooks. The 
expression 'this day' may mean something which has been done, or which 
is to be done this day. Evidence may therefore be properly admitted to 
explain its meaning, though not to contradict it. The words ar~ not to 
have that grammatical strictness of construction put upon them for which 
the defendant's counsel contends; but such a one as will explain the 
meaning of the parties." 

The principle of extrinsic evidence being admissible to prove additional 
consideration to the consideration expressed in a power of attorney was 

20 approved in Frith v. Frith(3) where Lord Atkinson citing the case of Clifford v. 

30 

Turrell said: 

"The Vice-chancellor (Sir L. Shadwell) in delivering judgment in the 
case, lays down, in the opinion of their Lordships correctly, the rule of 
law upon this subject. He said: 

'Rules of law may exclude parol evidence where a written instrument 
stands in competition with it, but it has long been settled that it is 
not within any rule of this nature to adduce evidence of a considera­
tion additional to what is stated in a written instrument.' 

And then added: 

'The rule is, that where there is one consideration stated in the deed, 
you may · prove any other consideration which existed, not in 
contradiction to the instrument; and it is not in contradiction to the 
instrument to prove a larger consideration than that which is stated.' 

Their Lordships think the present case comes within that rule, that the 
evidence proposed to be given did not contradict the deed, and that the 

(3) (1906) A.C. 254 
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appellant's first contention is well founded." 

In Turner v. Forwood And Another(4) Lord Goddard, C.J. went further 
to say at p. 747: 

"Clifford v. Turrell appears to lay down in the clearest possible terms 
that. at any rate, Where there is a nominal consideration - evidence is 
always admissible to show that the true consideration was something more 
than the consideration stated in the written agreement, be it under hand 
or under ~eal." 

The principle obtained from these authorities shows that extrinsic evidence 
is admissible to explain a consideration which has been inaccurately described 
in an instrument as past consideration or smaller consideration. In the present 
case the extrinsic evidence purports t.o explain that the consideration which was 
described in the guarantee as "having agreed to sell" in accordance with the 
terms of the main agreement of the 27th February 1973 was in fact an 
executory consideration of "agreeing to sell" or "agreeing to complete the 

sale" on the 4th May 1973. Following the same reasoning which fell from 
the learned Chief Baron, I am of the opinion that extrinsic evidence in the 
present case is admissible to explain the terms in the guarantee. Such 
evidence is not contradictory. On :the contrary it purports to show the true 
nature of the consideration. Indeed it is the Defence case that the plaintiffs 
demanded the guarantee as a condition for their willingness to complete the 
sale of the main agreement. I am of the opinion that parol evidence or 
extrinsic evidence is properly admissible in the present case for the interpreta­
tion of the consideration expressed in the guarantee. 

There is a subsidiary and related contention to this. It is suggested that 
an agreement to do something which the plaintiffs were under a legal duty 
to do to a third party could not constitute a valuable consideration. The 
plaintiffs were under a duty to the Fu Chip to complete the sale of the Shing 
On shares to the Fu Chip under the main agreement. Thus their agreement 
with the defendants to do the same was in fact no consideration at all. 

In my opinion this problem is more juristic as a mental exercise than 
·judicial. In the words of the learned authors of Cheshire and Fifoot in the 
Law of Contract (8th edition) "the paucity of modern litigation on the question 
suggests that it is not a pressing problem". Having considered the relevant 
authorities the principle obtained, as I understand it, is that the performance 
of or a promise to perform a duty to a third party is valuable consideration 
for endorsing a promise by the promisor provided that such performance of or 

(4) (1951) 1 A.E.R. 746. 
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undertaking to perform the said duty is to the detriment of the promisee or to 
the benefit of the promisor. See Cheshire and Fifoot on Law of Contract 8th 
edition p. 92-95, Chitty ~n Contracts Vol. 1 23rd edition para. 130-132; also 
Shadwell v. Shadwe11(5); Scotsen v. ;pegg(6); Turner v. Owen(7) and Chichester 
v. Cobb(S). This principle was the ratio in Scotsen v. Pegg which received the 
approval of the majority decision of the Privy Council in New Zealand was 
Shipping v. Satterthwaite(9) where Lord Wilberforce at page 1020 said: 

"In their Lordships' opinion, consideration may quite well be provided by 
the stevedore, as suggested, even though (or if) it was already under an 
obligation to discharge to the carrier. (There is no direct evidence of 
the existence or nature of this obligation, but their Lordships are 
prepared to assume it.) ·An agreement to do an act which the promisor 
is under an existing obligation to a third party to do, may quite well 
amount to valid consideration and does so in the present case: the 
promisee obtains the benefit of a direct obligation which he can enforce. 
This proposition is illustrated and supported by Scotsen v. Pegg which 
their Lordships consider to be good law." 

In the present case the promise or act of selling the Shing On share to 
the Fu Chip by the plaintiffs could be valuable consideration for the guarantee 

20 signed by the defendants . . 

Such act or promise . might not ,be to· the detriment of the plaintiffs. But 
it was for the benefit of the defendants. In the words of the 1st defendant 
he was anxious that the plaintiffs should complete the transaction in the main 
agreement. Their refusal to complete would affect the share price of the Fu 
Chip of which he was the majority ,shareholder. It is the defendants' case 
that the guarantee was signed solely on the plaintiffs' demand for the guarantee 
before the plaintiff would perform the main agreement. Although the defen­
dants were unwilling they eventually signed the guarantee so that the plaintiffs 
would complete the transaction. 

30 It is contended by the plaintiffs that .the guarantee was signed in 
consideration of the cancellation of the subsidiary agreement. Such cancel­
lation would, of cours.e, be sufficient consideration if it was the true intention 
of the parties. I have found as a fact that that was not so. 

(5) (1860) 9 C.B. (NS) 159 
(6) (1861) 6 H and N295 
(7) (1862) 3 ·F and F 176 
(8) 1866 4 L.T. 433 
(9) 1974 1 A and R 1015 
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The guarantee never referred to the cancellation of the subsidiary agree­
ment as a consideration. The plain tiffs' evidence is such that at all material 
times they never suggested the cancellation of the subsidiary agreement as a 
quid pro quo for the guarantee. O,n the contrary, the plaintiffs' evidence is 
that the terms of the subsidiary agreement never represented their true inten­
tion and should be · cancelled in any event and should be replaced by a 
guarantee which would give effect to their true intention. The evidence of 
the 2nd plaintiff and that of Chan K wai Wah suggest that the plaintiffs 
would refuse to complete the transaction under the main agreement with the 
Fu Chip unless the defendants give them a guarantee as to the price of the 
Fu Chip shares allotted to them. In his evidence in chief Chan K wai Wah 
said "I did mention to Lau that Pao did not want an agreement of sale 
in advance and would only accept fl form originally agreed to viz: a straight 
guarantee that the value would be the same for one year". 

Indeed such intention was manifested in the letter of Hastings, acting 
for the Shing On, to Yung, Yu, Yuen &Company- Exhibit A-21. At that 
time, predominent in the mind of the plaintiffs was that the subsidiary agree'" 
ment should be cancelled in any event but they would not complete the 
transaction with the Fu Chip unless the defendants gave them the guarantee. 

20 I have found as a fact that there was no oral agreement as alleged by 
the plaintiffs and that the subsidiary agreement was not signed by mistake. 
There is no basis for this claim. 

In view of the foregoing I also find that even if the guarantee is invalid 
such finding will not bring the subsidiary agreement back into force. The 
general rule is that a rescission is implied where the parties have effected such 
an alteration of the terms as to substitute a new contract in place of the oid. 
If a rescission is effected the contract is extinguished and it cannot afterwards 
be set up again by one of the parties against the other. The decisions in 
Egremont v. CourtenayClO) and in Firth v. Midland Railway Co.<11) are not 

30 true contradictions to this principle. 

In the Egremont case the surrender of the old lease depended on the 
validity of the new lease. Once the new lease was held invalid it is not 
surprising that the surrender was equally inoperative. This is evident in the 
judgment of Coleridge, J. who said at p. 686: 

(10) (1843) A.E.R. 685 

(11} (1875} 20 Eq. 100 
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nThere were the counterparts of three leases produced, of the respec­
tive dates of 1755, 1785 and 1812; and the plaintiff's case was that 
the two latter were invalid, which was admitted, and that the last 
was granted in consideration of the surrender of the first, and 
operated as a surrender of it. This was necessary to his case, as 
one of the lives on which the lease of 1755 was granted was still 
in being, and that lease still in force unless so surrendered. But 
the defendant contended that the surrender having been made 
wholly in consideration of the grant of a new and valid lease, 
did not take effect because the new lease was invalid." 

and again at page 688: 

"We have had occasion to consider this doctrine in another case 
of the same sort, and to examine the decisions at some length, 
and we need not now repeat that examination, contenting our­
selves with saying the principal to be found laid down by Lord 
Mansfield in Wilson v. Sewell (1766) 1 Wm. Bl. 617 4 Burr at 
p. 1980 and Davision d. Bromley v. Stanley (1768) 4 Burr. at 
p. 2213 seems to us the true one; that when a new lease does not 
pass an interest according to the contract, the acceptance of it 

20 will not operate as a surrender of the former lease; that, in the 
case of a surrender implied by law from the acceptance of a new 
lease, the condition ought also to be understood as implied by law, 
making void the surrender in case the new lease should be made 
void; and that in case the express surrender is so expressed as to 
show the intention of the parties to make the surrender only in 
consideration of the grant, the sound construction of such an 
instrument, in order to effectuate the intention of the parties, would 
make the surrender also conditional, to be void in case the grant 
should be void." 

30 In Firth's case the new agreement merely provided a substituted mode of 
precisely what was required to be done in the old agreement. When the 
substituted mode of performance could not be camed out specific perform­
ance was ordered in accordance with the old agreement. 

In the Egremont case the consideration for the surrender of the old 
lease was the grant of a new lease. In the Firth case the substance of the 
new agreement was a variation of the mode of the performance of what 
was to be done under the old agreement. It was in such circumstances that the 
terms of the old agreement were received when those of the new agreement 
became void or voidable. In the present case the plaintiff pleaded that the 

40 subsidiary agreement (the old agreement) was void because the parties were 
not ad idem and that it was voidable on the ground of non est factum. 
The guarantee, (the new agreement) made no reference to the old agreement 
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as consideration for the new agreement. It is the plaintiffs' case that the 
subsidiary agreement was rescinded on such grounds. The basis for the 
guarantee, according to the plaintiffs' pleadings, is that it gave effect to 
the true intention of the parties who had a verbal agreement in mid February 
1973. To hold that the invalidity of the guarantee alone could cause a 
resurrection of the subsidiary agreement would be wrong in law and amount­
ing to allowing the plaintiffs to approbate and reprobate in saying that the 
subsidiary agreement was invalid and valid in the same breath. 

It is alleged that the defendants' conduct in signing and gt.Vmg the 
guarantee constitute a representation that the guarantee is valid and effective 
so as to induce the plaintiffs to complete the ·transaction with the Fu Chip. 
Relying on such representation the plaintiffs acted to their detriment by 
agreeing to cancel the subsidiary agreement. The short answer to this con­
tention is that it was the plaintiffs who demanded the guarantee because the 
subsidiary agreement never represented their true intention. The demand by 
the plaintiffs was not induced by the defendants' representation. I have found 
that the plaintiffs would demand for the cancellation of the subsidiary agree­
ment in any event. In my opinion this plea revolves round the question 
whether the guarantee was forced upon the defendants by threat or as a result 
of an unconscienable bargain. If the guarantee was signed without any threat 
then the plaintiffs can sue upon the guarantee. Otherwise the plaintiffs cannot 
rely on estoppel to change the nature of a voidable document (i.e. the sub­
sidiary agreement). Estoppel is an equitable remedy which is not available to 
any party who comes to Court with tainted hands. 

Lastly I will consider the ultimate question - the binding effect of the 
guarantee on the defendants. I have found that . the plaintiffs, well knowing 
the detrimental effect on the price of the Fu Chip shares and on the defen­
dants' financial position if they refused to honour the main agreement with the 
Fu Chip, threatened to repudiate the main agreement unless the defendants 

30 signed the guarantee. Learned Counsel contends ·that the guarantee was 
signed under a threat or as a result of an unconscienable bargain. · I!t falls 
upon me to find whether in law and in fact such a threat renders the guarantee 
unenforceable. A number of cases have been cited as relevant to this question 
of law. 

In D. & C. Builders Ltd. v. Rees(l2) it was held that financial intimidation 
would vitiate a true accord to accep,t a lesser sum than the amount of the debt 
so that the creditor was not barred from suing for the balance by accepting 
the lesser sum. In that case the creditors were, to the knowledge of the 

(12) (1966) 2 Q.B. 617. 
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debtor, in desperate financial straits. The debtor then indicated to them that 
he (the debtor) would pay a lesser 1sum .,in· satisfacti9~ or nothing. In the 
words of Danckworts L. J. at p. 626:_ . .' .. 

·~ , i \ . 

"The Rees teailY, . :ti~haved very badly. They knew ·of the plaintiffs' 
financial difficulties and used their awkward situation to intimidate them. 
The plaintiffs did not wish to a.ccept the sum of £300 in discharge of the 
debt of £482, but were desperate to get some money." 

The case of Rookes v. Barnard(l3) is the authority for the proposition that 
the tort of intimidation comprehends not only threats of criminal or tortious 
acts but also threats of breaches of contract. 

. In Barton v. Armstrong and others04) it was held that where the plaintiff 
proved that threats were used (in tha1t case, threats of murder) and the threats 
were a reason for the plaintiff executing a deed the plaintiff was entitled to 
relief to have the deed set aside even though he might well have entered into 
the contract if no threats had been uttered to induce him to do so and that it 
was for the defendant to prove that the threats and unlawful pressure did not 
in fact contribute to the plaintiffs' decision to sign the deed. 

The case of Lloyds Bank v. Bundy(l5) appeared to have been decided on 
special circumstances. It was decided on the basis of a breach of fiduciary 

20 care on the part of the Bank towards its client, an old man, who executed a 
guarantee and a charge on his property in order to assist his son from financial 
ruin. The Court of Appeal held on evidence that the Bank failed to ensure 
that the client had independent and informed advice whether there was any 
prospect of the son's Company's affajrs becoming viable and that there was 
inequality of bargaining power. Having enunciated the general rule of the 
law that no bargain would be upset which was the result of the ordinary inter­
play of forces Lord Denning M. R. said at p. 7 63: 

"Yet there are exceptions to thi.s general rule. There are cases in our 
books in which the courts will set aside a contract, or a transfer of 

30 property, when the parties have not met on equal terms, when the one 
· is so strong in bargaining power and the other so weak that, as a matter 
of common fairness, it is not right that the strong should be allowed to 
push the weak to the wall. Hitherto those exceptional cases have been 
treated each as a separate category in itself. But I think the time has 
come when we should seek to · find a principle to unite them. I put on 
one side contracts or transactions which are voidable for fraud or mis­
representation or mistake. All those are governed by settled principles. 
I go only to those where there has been inequality of bargaining power, 
such as to merit the intervention of the court." 

40 (13) (1964) A.C. 1129 
(14) (1975) 2 W.L.R. 1050 
(15) (1974) 3 A.E.R. 757 
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He went on to give a number of examples in cases where the court would 

g11ant relief and said in conclusion at p. 765: 

(continued) 10 

"Gathering all together, I would suggest that through all ·those instances 
there runs a single thread. They rest on 'inequality of bargaining power'. 
By virtue of it, the English law gives relief to one who, without indepen­
dent advice, enters into a contract on terms which are very unfair or 
transfers property for a consideration which is grossly inadequate, when 
his bargaining power is grievously impaired by reason of his own needs 
or desires, or by his own ignorance or infirmity, coupled with undue 
influences or pressures brought to bear on him by or for the benefit of the 
other. When I use the word 'undue' I do not mean to suggest that the 
principle depends on proof of any wrongdoing. The one who stipulates 
for an unfair advantage may be moved solely by his own self-interest, 
unconscious of the distress he is bringing to the other. l have also 
avoided any reference to the will of the one being 'dominated' or 'over­
come' by the other. One who is in extreme need may knowingly consent 
to a most improvident bargain, solely to relieve the straits in which he 
finds himself. Again, I do not mean to suggest that every transaction is 
saved by independent advice. But the absence of it may be fatal. With 
these explanations, I hope this principle will be found to reconcile the 
cases." 

20 

On this point Sir Eric Sachs said at p. 771: 
"As regards the wider areas covered in masterly survey in the judgment 
of Lord Denning M. R., but not raised arguendo, I do not venture to 
express an opinion - though having some sympathy with the views that 

·the courts should be able to give relief to a party who has been subject to 
undue pressure as defined in the concluding passage of his judgment on 
that point." 

This principle was further explained by Lord Denning M. R. in Clifford 

30 Davis Management Ltd. v. W. E. A. Records Ltd.C16) where he said at p. 64: 
"Reading those speeches in ·the House of Lords, they afford support for 
the principles we endeavoured to state at the end of last term about 
inequality of bargaining power. It was in Lloyds Bank Ltd. v. Bundy 
(1974) 3 W.L.R. 501. Instone's case (1974) 1 W. L. R. 1308 provides 
a good instance of those principles. The parties there had not met on 
equal terms: the one was so strpng in bargaining power and the other so 
weak that, as a matter of comm,on fairness it was not right that the strong 
should be allowed to push the weak to the wall. 

In the present case I would not presume to come to any final opinion. 
40 It is only interlocutory. But there are ingredients which may be said to 

go to make up a case of inequality of bargaining power." 

He went on to give all the instances of the unconscienable bargain and said: 
"For these reasons it may well be said that there was such inequality of 
bargaining power that the agreement should not be enforced and that the 
assignment of copy-right was invalid and should be set aside." 

(16) (1975) 1 W.L.R. 61. 
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In view of the foregoing the principle is that the Court will not upset a 
contract if it is simply the result of the ordinary interplay of forces. However 
the Court Will not enforce a contract which is forced upon a party who stands 
in such unequal ba1.1gaining power that he is driven to the wall and derives 
virtually no benefit from the contract or, at best, in obviously unconscienable 
bargain. To this principle the facts in the Bundy case, the Clifford Davis 
case and the D. & C. Builders case ~re classic examples. In this connection 
the Court will look into the bargaining power of the parties bearing in mind 
that a threat of breach of contract may well be a form of intimidation so as 
to place one party in an advantageous position and that once it is proved that 
the threat is a reason for the other party to enter into the contract it is up to 
the threatening party to prove that the threat did not in fact contribute to the 
other party entering into the contract. 

. In the present case I find as a fact that the defendants signed -the 
guarantee in error of judgment by yielding to the plaintiffs' demand. The 1st 
defendant said that if the plaintiffs repudiated the main agreement the drop in 
price of the Fu Chip shares could ex.ceed 20 cents. That was not more than 
5 per cent of the highest value paid for the Fu ·chip shares in March 1973. 
That would not cause the financial ruin of the defendants. When cross­
examined on this point, the allegation of threat, the 1st defendant's evidence 
was as follows: 

Q. Is it true that Exhibits A37 and 38 were regarded by you and the 
· other party as a substitute for Exhibit B? 

A. Yes. Again I was forced to do so. 

Q. You regarded yourself as hound by that Exhibit A37 and 38? 

A. Yes. Once signed I regarded as binding. 

Q. Look at Exhibit A48 and 49 dated 30 I 3 I 7 4. You saw it? 

A. Yes, addressed to my brother. 

Q. No reply made? 

A. Yes. 

Q. Was there similar letter addressed to you? 

A. Yes. A48A, A49A. 

Q. There was no mention of threat or duress relating to A48 and A49, 
A48A and A49A until the 21st July, 1974? 
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A. I agree. The reason why I did not reply was this: that I was sure 
there was going to be a law suit and nothing would clear it until 
then and we would wait for the law suit to begin and I believed 
that since I was compelled to sign, that document should be regarded 
as null and void. 

Q. When did you have that belief? 

A. Shortly after the 4th May 1973. I was very much aggrieved 
because I was forced to sign this guarantee. I asked Yuen Pak Yu 
for advice as to the way out of the bad situation. Yuen said we 
would seek advice or opinion from an expert. I did not know about 
this until I obtained couns.el's opinion, a retired old judge. 

Q. On the 4th May all the Shing On shares had been acquired by Fu 
Chip? 

A. Yes, on that day. 

Q. Thus from that day no fear of threat by the plaintiffs? 

A. Correct. 

Q. Yet you did not see fit to put your objection to the plaintiffs on 
record? 

A. At that time I was still under great apprehension of the plaintiff till 
20 they sued me, I had to be nice to them. 

Q. You have told the court that Exhibit B and C contained all the 
agreements and negotiations. 

A. Yes. 

I am sure that prior to the 4th May 1973 the defendants particularly 
the 1st defendant, regarded the plain tiffs' refusal to complete as unreasonable 
rather than that of a threat. Otherwise they would have raised the point 
much earlier. 

Further, the defendants owned the controlling interests of the Fu Chip. 
They could have stood firm and caused the Fu Chip to sue the plaintiffs for 

40 breach of the main agreement. 

In the business world it is a frequent occurrence that the contracting 
parties are not equal in bargaining .power. So long as the law of supply and 
demand obtains in matters of economics it does not require great imagination 
to ·accept such a phenomenon. So long ·as one party does not make such 

124-



10 

unconscienable demand as to give virtually nothing in return or that the other 
party is not driven to desperation fo~ the bargain one has to accept that the 
contract is simply the result of ordinary interplay of forces. 

Having regard to the circumstances of the present case I am of the opinion 
that the defendants merely yielded to a temptation of taking the easy way out 
to solve a problem by accepting a risk far greater than their expectation. The 
defendants' position was much stronger · than that of the farmer in the Bundy 
case and the builder in the D. & C. Builder case. In the circumstances of 
this case I find that the case does not merit the intervention of the Court for 
the guarantee to be declared unenforceable. In short the defendants are 
bound by the guarantee. There will be judgment for the plaintiff in the sum 

. of $5,392,800.00 with costs. 

Dated the 17th day of February, 1976. 

(Simon F. S. Li) 

S. Gittins Q. C. ·and A. Li (Hastings & Company) for the Plaintiffs 

Zimmern Q. C. & R. Wong (Yung, Yu, Yuen & Company) for the Defendants. 
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IN THE SUPREME COURT OF HONG KONG 

HIGH COURT 

BETWEEN:- PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 
and 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

1974, No. 1159 

1st Plaintiff, 

2nd Plaintiff, 

3rd Plaintiff, 

1st Defendant, 

2nd Defendant, 

BEFORE HIS HONOURABLE MR. JUSTICE LI, IN COURT 

JUDGMENT 

Dated and entered 17th day of February, 1976 

This action having been tried before the Honourable Mr. Justice Li 

without a jury, at the Supreme Court of Justice, Hong Kong, ·and the said Mr. 
Justice Li having on the 17th day of February, 1976 ordered that Judgment 
to the Plaintiffs in the sum of $5,392,800:00 with costs. 

IT IS ADJUDGED that the Defendants do pay the Plaintiffs the sum of 
$5,392,800:00 with interest as from the 1st day of May, 1974 to the date of 
Judgment at the rate of 6% per annum, and costs to be taxed. 

IT IS FURTHER ORDERED that execution be stayed pending appeal. 

Sgd. J. R. OLIVER (L.S.) 

REGISTRAR. 
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No. 13 of 1976 In the Court of 
Appeal 

IN THE COURT OF APPEAL 

(on Appeal from H. C. Action No. 1159 of 1974) 

BETWEEN:- LAU YIU LONG 1st Appellant 

No. 7 

Notice of 
Motion of 
Appeal. 

(1st Defendant) 25th March, 
1976. 

10 

BENJAMIN LAU KAM CHING 

and 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

NOTICE OF MOTION OF APPEAL 

2nd Appellant 

(2nd Defendant) 

I st Respondent 

(1st Plaintiff) 

2nd Respondent 

(2nd Plaintiff) 

3rd Respondent 

(3rd Plaintiff) 

TAKE NOTICE that the Court of Appeal will be moved so soon as 
Counsel can be heard on the hearing of an appeal on the part of the 1st and 
2nd Appellants against a decision of the Honourable Mr. Justice Li given on 

20 17th February 1976 whereby he gave judgment for the Respondents in the 
sum of $5,392,800.00 with interest as from the 1st day o{ May, 1974 to the 
date of Judgment at the rate of 6% per annum and costs to be taxed. 

AND TAKE NOTICE that th,e grounds of the appeal are as follows:­

(a) That on the findings of fact made by the learned judge he erred in 
law in not having found in favour of the Appellants; 

(b) Further and/ or alternatively that the learned judge erred m law 
in holding that extrinsic evidence 1s admissible to "interpret" the statement 
of purported consideration in the ".guarantee"; 

(c) Further and/ or alternatively the "interpretation" by the learned 
30 judge was in fact contrary to the statement of purported consideration in 

the "guarantee"; 

(d) Further and/ or alternatively the learned judge erred in fact and/ or 
·law in holding that the promise or a.ct of selling the Shing On shares to the 
Fu Chip by the respondents could .be valuable consideration for the said 
"guarantee"; 
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(e) Further and/ or alternatively the learned judge failed to make any 
finding as to whether the said promise or act was in fact a sufficient considera­
tion; 

(f) Further and/ or alternatively the said promise or act was not in the 
circumstances in fact a sufficient consideration; 

(g) Further and/ or alternatively if there was any consideration the same 
was past; 

(h) Further and/ or alternative~y the said guarantee was exacted from 
the Appellants or otherwise procured by means of an unlawful threat or 

10 alternatively by means of an unreasonable and mala fide act on the part of 
the Respondents and is therefore unenforceable in equity; 

(i) Further and/ or alternatively the learned judge erred in fact and/ or 
in law in applying a test of "financial ruin" in determining whether it was 
such duress as to entitle equity to intervene; 

(j) Further and/ or alternatively the learned judge erred in fact and/ or 
in law in holding the Respondent's refusal to complete was merely un­
reasonable and not a threat; 

(k) There was such duress as to vitiate or make the guarantee un­
enforceable; 

20 (1) Generally that the decision of the judge is not warranted by the 
findings and/ or evidence. · 

AND FURTHER TAKE NOTICE that on the appeal, the Appellants 
will ask the Court of Appea:l:-

(a) To allow the Appeal and set aside the learned judge's decision; 

(b) To award costs here and in the Court below in favour of the 
Appellants; 

(c) Such further or other order or directions as the Court of Appeal 
thinks just. 

AND FURTHER TAKE NOTICE that the Appellants intend to set 
30 this Appeal on the appeal's list. 

Dated this 25th day of March, 1976. 

DENIS CHANG 

TO: the above-named 1st Respon­
dent Pao On, the above-named 
2nd Resp00dent Ho Mei Chun 
and the above-named 3rd 
Respondent Pao Lap Chung 
and their Solicitors Messrs. 

40 Hastings & Co., Hong Kong. 

COUNSEL FOR THE APPELLANTS. 
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1974, No. 1159 In the Court of 
Appeal 

IN THE COURT OF APPEAL 

(On Appeal from Action No. 1159 of 1974) 
No. 8 

Application of 
Motion of 

BETWEEN:- LAU YIU LONG 1st Appellant Cross-Appeal. 

10 

BENJAMIN LAU KAM CHING 

and 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

NOTICE OF MOTION OF CROSS APPEAL 

(1st Defendant) 29.th March, 
1976. 

2nd Appellant 

(2nd Defendant) 

1st Respondent 

(1st Plaintiff) 

2nd Respondent 

(2nd Plaintiff) 

3rd Respondent 

(3rd Plaintiff) 

TAKE NOTICE that the Court of Appeal will be moved so soon as 
Counsel can be heard on behalf of the 1st, 2nd and 3rd Respondents 
on cross appeal from the Order of the Honourable Mr. Justice Li given at 

20 the conclusion of the trial of this action on the 17th day of February 1976 
whereby he ordered that execution be stayed until the hearing of the appeal 
herein on the judgment given by him on the 17th February 197 6 for the 
Respondents in the sum of $5,392,800.00 with interest therein at 6% per 
annum as from the 1st day of May 1974 to the date of judgment and for 
costs 1b to be taxed for an Order that the said Order for Stay of Execution 
of the said judgment debt be set aside. 

AND FOR an Order. that the Appellants pay to the Respondents the 
costs of and occasioned by this Cross Appeal. 

AND FURTHER TAKE NOTICE that the grounds of this Cross Appeal 
30 are:-

1. That the learned Judge erred in law in exercising his discretion in 
granting the said stay of execution in the absence of special circumstances. 
2. That the learned Judge erred in law in regarding the inability of the 
1st and 2nd Appellants to pay the said judgment debt as constituting 
circumstances which justified the exercise of his discretion in granting the 
said stay of execution. 
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3. That there was no evidence that the 1st, 2nd and 3rd Respondents 
would be unable or unlikely to pay back to the 1st and 2nd Appellants the 
juqgment debt in the event of the Appeal of the 1st and 2nd Appellants 
herein being allowed. 

AND FURTHER TAKE NOTICE that the Respondents intend to set 
this Cross Appeal down in the Appeal list. 

Dated this 29th day of March 1976. 

ANDREW LI 

COUNSEL FOR THE RESPONDENTS 

10 To: The abovenamed 1st Appellant Lau Yiu Long, the 2nd Appellant 
Benj'amin Lau Kam Ching and their solicitors Messrs. Yung, Yu 
Yuen & Co. 

HASTiNGS & CO. 

SOLICITORS FOR THE RESPONDENTS 

Dated the 29th day of March 1976 
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1974, No. 1159 In the Court of 
Appeal 

IN THE COURT OF APPEAL No. 9 
(On Appeal from Action No. 1159 of 1974) 

Amended 

BETWEEN:- LAU YIU LONG 1st Appellant Respondents' 
Notice. 

10 

l," \ 

BENJAMIN LAU KAM CHING 

and 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

(1st Defendant) 

2nd Appellant 

(2nd Defendant) 

1st Respondent 

(1st Plaintiff) 

2nd Respondent 

(2nd Plaintiff) 

3rd Respondent 

(3rd Plaintiff) 

AMENDED RESPONDENTS' NOTICE UNDER ORDER 59, 
RULE 6(2) 

TAKE NOTICE that the Respondents, while seeking to uphold the 
verdiCts given and judgments entered for the Respondents against the 

20 Appellants upon the trial of this action on the grounds on which such 
verdicts were in fact given and judgments in fact entered, desire to contend 
on the appeal that the verdicts and judgments should be affirmed on the 
following other grounds namely:-

That on the learned judge's finding of fact that:-

a. the subsidiary agreement represented the intention of the parties; 
and 

b. the guarantee was to replace the subsidiary agreement: 

he ought to have found that the canceHation of the subsidiary agreement 
was consideration for the guarantee 

30 The Respondents will further contend on the appeal that the learned 
Judge's conclusion that there was good consideration in law for the guarantee 
should be affirmed on the ground that the execution by the Respondents of 
the indemnity and guarantee dated 4th May 1973 ih favour of the Appel­
lants (which is on page 188 of the Appeal bundle) which was done 
conrtemporaneousiy with the execution of the guarantee sued upon constituted 
good consideration in law for the guarantee. 
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The Respondents will further contend on the appeal if necessary that 
if the guarantee was invalid for any reason ,the cancellation of the subsidiary 
agreement was likewise invalid, with the result that the subsidiary agreement 
remained in full force and effect; and in the event of the Court of Appeal 
taking that view the Respondents will ask for the alternative reliefs prayed 
for in paragraph lA of the prayer of the Statement of Claim. 

AND FURTHER TAKE NOTICE that the Respondents will apply to 
the Court of Appeal for an Order that the Appellants pay to the Respondents 
the costs occasioned by this notice to be taxed. 

Dated this 4th day of May, 1976. 

To: the abovenamed 1st Appellant 
Lau Yiu Long and the above­
named 2nd Appellant Ben}amin 
Lau Kam Ching and their 
solicitors Messrs. Yung, Yu 
Yuen & Co. Hong Kong. 
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1976 No. 13 In the Court of I 

(Civil) Appeal of 
Hong Kong 

BETWEEN:-

IN THE COURT OF APPEAL 

On Appeal from the High Court 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

and 

PAO ON 

HO MEI CHUN 

10 PAO LAP CHUNG 

Coram: Briggs, C.J. 
McMullin & Leonard, J J. 

Date: 5th November, 1976. 

JUDGMENT 

Respondents 

Appellants 

Briggs C.J.: This is an appeal from a decision of the High Court gwmg 
judgment to the plaintiff respondents for the sum of $5,392,800 with costs. 

20 At the relevant time the plaintiffs owned all the shares in a private 
company known as the Tsuen Wan Shing On Estate Company Limited 
(hereinafter referred to as 'the Shing On'). The defendants were the 
majority shareholders in a public company known as the Fu Chip Investment 
Company Limited (hereinafter called 'the Fu Chip'). 

· By an agreement dated February 27th, 1973 the Fu Chip agreed to 
purchase all the shares in the Shing On. The purchase price was stated to 
be $10,500,000. At that period of time, owing to the conditions of the 
stock market vendors commonly preferred payment in shares rather than in 
money. One term of the agreement ·stated that the purchase price would be 

30 satisfied by the allotment of 4,200,000 ordinary shares of $1 each in the 
Fu Chip at an agreed market price of $2.50 for each $1 share. 

The agreement also provided that the closing date for completion was 
to be March 31, 1973. This was later extended to April 30th, 1973. 

In actual fact that completion of the sale took place on May 4th, 1973 
when 4,200,000 shares in Fu Chip were transferred to Shing On. 

On the same date, May 4th, 1973, the defendants signed a guarantee 
in favour of the plaintiffs. This was to the effect that the defendants 
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guaranteed that the value of a $1 share in the Fu Chip would be $2.50 
on the following marketing date immediately after April 30th, 197 4, i.e. one 
year after the revised date of the completion of the sale. The guarantee 
further provided that the defendants would indemnify the plaintiffs for any 
loss they might suffer if the mark et value of the shares fell below that 
price on that date to the extent of 60% of the total number of shares. 
If the defendants were called upon to indemnify the plaintiffs for any 
discrepancy the defendants would have the option to purchase 60% of the 
shares, i.e. 2,520,000 shares at $2.50 i.e. $6,300,000. 

On the date in question, May 1st, 1974, the market price of one Fu 
Chip share was 36 cents. The plaintiffs therefore claimed $5,392,800 i.e. 
the difference between the then market price of the shares at 3 6 cents per 
share and the guaranteed price of $2.50 per share. As I have said, judg­
ment was given for the plaintiffs in that amount. 

It was the contention of the defendants that the consideration stated 
in the guarantee was past consideration and hence no consideration: and 
that the plaintiffs could not succeeed. However, the trial judge allowed 
extrinsic evidence to be called to explain the meaning of the guarantee. 
And he held that the guarantee was given for good consideration after 
considering such evidence. The first point for decision is, therefore, : "was 
the trial judge right to allow such evidence to be called?" 

The Shing On and the Fu Chip were not parties to the guamntee. It 
is addressed by the defendants to the plaintiffs and the relevant part reads 
as follows:-. 

"Re: Tsuen Wan Shing On Estate 

Company Limited 

IN CONSIDERATION of your having at our request agreed to 
sell all of your shares of and in the above mentioned company ..... . 
. . . . . . . . . . . . for the consideration of $10,500,000:00 by the allotment 

30 of 4,200,000 ordinary shares of $1.00 each in Fu Chip ........... . 
and that the market value for the said ordinary shares of the said 
Fu Chip . . . . . . . . . . shall be deemed as $2.50 for each of $1.00 
share under an Agreement for sale and purchase made between the 
parties thereto and dated the 27th day of February 1973 we (the 
defendants) . . . . . . . . . . the directors of the said Fu Chip . . . . . . . ... 

HEREBY AGREE and GUARANTEE ............ ". 

There is no doubt that on its face the consideration expressed is past 
consideration. 

The trial judge allowed evidence to the effect that contemporaneously 
40 with the signing of the agreement to sell the shares on February 27th, 1973 

(which I shall refer to as 'the main agreement') the parties signed a second 
agreement (which I shall call 'the subsidiary agreement'). By this subsidiary 
agreement the plaintiffs agreed with the first defendant to sell back 60% of 
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the Fu Chip shares at the agreed price of $2.50 on year later, i.e. on April 
30th, 197 4. This subsidiary agreement was cancelled by the parties on the 
same day as the guarantee referred to above was signed: and the main 
agreement completed. On the same date, May 4th, 1973 by yet another 
instrument (which for convenience I shall refer to as "the indemnity") the 
plaintiffs agreed with the defendants not to part with the 60% of the Fu Chip 
shares which were the subject matter of the guarantee for one year, i.e. those 
shares or any part of them were not to be put on the market before April 
30th, 1974. 

After admitting such and other extrinsic evidence the trial judge held 
that the true consideration for the guarantee was the completion by the 
plaintiffs of the main agreement, the agreement made by them with Fu 
Chip. · 

Counsel for the appellants raised six main issues which cover his grounds 
of appeal and also certain matters raised in the respondents' notice of appeal. 

These issues are, first, that the trial judge was wrong in admitting ex­
trinsic evidence to explain the clear words of the guarantee. 

Secondly, even if the extrinsic evidence was rightly admitted, the finding 
of the judge that the true consideration for the guarantee was the perform­
ance of the main agreement was a finding that there was not good considera­
tion since the performance of an existing obligation to a third party does 
not constitute good consideration. 

Thirdly, that on the true reading of the facts as found by the judge 
the guarantee was signed under a threat that unless a guarantee was forth­
ooming the plaintiffs would not complete the main agreement. And that 
the court should not and indeed will not enforce a contract made in such 
circumstances. 

The fourth issue deals with the question of whether the cancellation 
of the subsidiary agreement on May 4th, 1973 was the consideration for the 
guarantee. 

The fifth issue raises the question whether the indemnity also signed 
on May 4th, 1973 was the consideration for the guarantee. 

And finally, the sixth issue: if the correct view is, as the appellants 
aver it is, that there was no good consideration for the guarantee and it 
is void, does this revive the cancelled subsidiary agreement? 

The first issue is, as I have already stated: Was the trial judge wrong 
in admitting extrinsic evidence to explain the words of the written guarantee? 

The general rule seems to be that the court will always allow the 
admissibn of extrinsic evidence to construe a written contract, to prove the 
circumstances in which the contract was made, or to describe the factual 
background to the contract. There is a famous passage in the judgment of 
Lord Wilberforce in the case of Prenn v. SimmondsO) which is material here. 
He said:-

(1) (1971) 1 W.L.R. 1381 at pp. 1383-4 
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"The time has long passed when agreements, even those under seal, 
were isolated from the matrix of facts in which they were set and 
interpreted purely on internal linguistic considerations. There is no need 
to appeal here to any modern, anti-literal tendencies, for Lord Black­
burn's well-known judgment in River Wear Commissioners v. Adamson 
(1877 2 App. Cas. 743, 763) provides ample warrant for a liberal 
approach. We must, as he said, inquire beyond the language and see 
what the circumstances were with reference to which the words were 
used, and the object, appearing from those circumstances, which the 
person using them had in view. Moreover, at any rate since 1859 
(Macdonald v. Longbottom 1 E. & E. 977) it has been dear enough 
that evidence of mutually known facts may be admitted to identify 
the meaning of a descriptive term." 

A later passage in his judgment reads as follows:-

"In my opinion, then, evidence of negotiations, or of the parties' 
intentions, . and a fortiori of Dr. Simmonds' intentions, ought not to 
be received, and evidence should be restricted to evidence of the factual 
background known to the parties at or before the date of the contract, 
including evidence of the 'genesis' and objectively the 'aim' of the 

20 transaction." 

Both parties knew the following circumstances which preceded and 
surrounded the signing of the guarantee on May 4th, 1973. In February 
1973 the main agreement between Shing On and Fu Chip had been signed 
and its contents were well known to the parties to this action. The purchase 
price for all the plaintiffs' shares in Shing On was agreed to be an allotment 
of shares in Fu Chip at an agreed price. The defendants wanted the 
plaintiffs to agree that they, the plaintiffs, would not part with 60% of the 
Fu Chip shares allotted to them for one year; the defendants being keenly 

· interested that the market should not be flooded with Fu Chip shares because 
30 they were majority shareholders in that company. 

There was a discussion as to what would happen if the price of Fu 
Ohip shares fell. And both parties wanted some protection from a possible 
fall in the value of the shares in 1973-4. It was first agreed that the first 
defendant would buy back from the plaintiffs 60% of the allotted shares at 
the agreed price one year after the date of the agreement. This would confer 

· a benefit on the first defendant if the value of the shares in Fu Chip 
increased. We know now that the price of the shares fell from $2.50 to 36 
cents per share. But in February 1973 the stock market in Hong Kong was 
booming. When the agreement was explained to the plaintiffs in April 

40 1973 they were dissatisfied. What they had always wanted was a straight 
guarantee. They wanted the benefit of any rise in the shares and to be 
protected against any ·fall. 

The first defendant was anxious for the completion of the main agree­
ment. An announcement as to the terms of that agreement had been made 
public. Fu Chip is a public company and if the main agreement was not 
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There were, therefore, two alternatives open to the defendants. They 
could, because they were majority shareholders in Fu Chip, ensure that Fu 
Chip sued the Shing On for specific performance of the main agreement or 
they could give a guarantee to the plaintiffs. They chose the latter course 
because an action for . specific performance would take a long time and because 
the giving of a guarantee would not alter the defendants' position save 
minimally. The defendants would forego the right to buy back the shares if 
they increased in value. The defendants thought that the shares would not 
fall in value but, if there was a fall, it would not be by much. 

The defendants signed the guarantee because he wanted the completion 
of the main agreement: it was an inducement to secure that event. Hence the 
guarantee replaced the previous agreement to repurchase the shares referred to 
above as 'the subsidiary agreement'. 

On May 4th, 1973, there was an argunient as to the share certificates and 
where they should be kept. This was resolved by the signing of the indemnity 
to which I have referred above. All this, the signing of the guarantee and 

20 indemnity, and the cancellation of the subsidiary agreement was part of the 
completion of the main agreement. All this took place on the same day, May 
4th, 1973. 

It is· the contention of the plaintiffs that the guarantee must be construed 
against that background. The object for which the guarantee was signed was 
the completion of the main agreement between Shing On (the plaintiffs) and 
Fu Chip. The defendants' whole purpose . was to secure that end. 

The first words of the guarantee read thus: " . . . . . in consideration 
of your having at our request agreed to sell all of your shares . . . . . ". 
In the context of the above facts that can only mean "complete the sale" of 

30 the shares. And all those facts were known to both parties. 

The case of Milner v. Staffordshire Congregational Union (Inc.)C2), it was 
held that "a sale" is made when a contract is entered into. In the guarantee, 
the phrase "under an agreement for sale and purchase" is used. The guarantee 
does not provide for the entering into a sale. Under the guarantee the parties 
are agreeing to complete the sale. The consideration is the completion or 
. performance of the sale. 

It was pointed out for the defendants that the oourt will not admit extrinsic 
evidence to vary or to contradict thy written words of the contract: and 
reliance was placed on Frith v. Frith(3) where it was held in effect that extrinsic 

40 evidence would not be admi,tted to prove a consideration different from that 

(2) (1956) Ch. 275. 

(3) (1906) A.C. 254. 
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contained in the instrument but would be admitted to show an additional 
consideration. 

The rule is expressed in Halsbury (4th Ed. Vol. 12 at para. 1487) as 
follows:-

"1487. Where no consideration, or a nominal consideration, is expressed 
in the instrument, or the consideration is expressed in general terms or is . 
ambiguously stated extrinsic evidence is admissible to prove the real con­
sideration; and where a substantial consideration is expressed in the 
instrument, extrinsic evidence is admissible to prove an additional con­
sideration, provided that this is not inconsistent with the terms of the 
instrument. It is not in contradiction to the instrument to prove a larger 
consideration than that which is stated." 

The defendants say that the effect of the extrinsic evidence in this case is 
to change the meaning of the guarantee. As drafted, it is argued, the 
guarantee binds the defendants immediately. The extrinsic evidence converts 
the guarantee into an "if' contract, i.e. if the plaintiffs complete the main 
agreement the defendants will be bound by the guarantee. The extrinsic 
evidence seeks to prove a consideration different from that stated in the 
document, not an additional consideration to what is there expressed. 

20 Various other cases were cited on this aspect of the case. I am satisfied 
that the law is correctly stated in the passage I have quoted above from 
Halsbury. The distinction is a fine \me. But, in my opinion, the extrinsic 
evidence was rightly admitted in this case to explain the surrounding circum- . 
stances of the ·guarantee, and the background to it. lt was adding to and 
explaining the terms contained in the instrument. It is proving the real 
consideration for the guarantee. It is not proving a consideration which is 
different from that contained in ·the instrument itself.-

It is true that the guarantee contains no promise on its face that the 
plaintiffs would complete the purchase of the shares. Thus, the guarantee can 

30 be read as an "if' contract. That is what the parties intended, the evidence 
clearly shows this. Acting on legal advice, the cancellation of the subsidiary 
agreement and the signing of the guarantee, the indemnity and the completion 
of the sale of the shares all took place contemporaneously. The plaintiffs and 
the defendants performing their respective parts of the main agreement. 

In the event, therefore, I hold that the extrinsic evidence was rightly 
admitted by the trial judge in this case. 

The second issue can only arise if it is accepted that the judge was right 
to admit extrinsic evidence. The judge found that the true consideration for 
the guarantee was the performance by the plaintiffs in their capacity as Shing 

40 On of the main agreement, the agreement with Fu Chip. The point at issue 
is whether the performance of an existing obligation to a third party can 
constitute good consideration for a fresh promise. 
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In paragraph 132 of the 23rd Edition of Chitty on Contracts it is stated 
that there is little authority on this point. The learned editor then gives an 
example of a case where he considers that a promise to perform an existing 
duty owed to a third party "should be capable of constituting consideration". 
The example given is:-

". . . where C promises A some benefit in return for A's promise not 
to carry out his intention to break a contract with the B company, in 
which C has an interest." 

This example is very close to the facts in the present case, except that we 
are here dealing not with a promise not to break the contract with the B 
company but with the actual performance of that contract. The defendants 
had an interest in the · performance by the Shing On of their contract with Fu 
Chip because the defendants were the majority shareholders in the Fu Ohip. 

The plaintiffs contend that it is settled law that a promise to perform an 
existing contract or the actual performance of that contract is good considera­
tion to support a contract with a person who is not a party to the former 
contract. The defendants' case is that this is not so in every case: that there 
is no such general rule. 

The headline to Scotsen v. Pegg(4) reads in part thus:-

"The performance of an act which a person has agreed with another to 
perform, is a good consideration to support a contract with a third person 
if the latter derives a benefit from the performance." 

Wilde, B. is quoted in the report of that case as saying (at p.299):-
"It often happens that when goods arrive in a ship, and there is a lien 
upon them, a merchant who wants to get possession of the goods promises 
to pay the lien if the master will deliver them to him. A man may be 
bound by his contract to do a particular thing, but while it is doubtful 
whether or no he will do it, if a third person steps in and says, 'I will 
pay you if you will do it,' the performance is a valid consideration for 
the payment." · 

In his judgment at p.300, he -states the law thus:-

"But if a person chooses to promise to pay a sum of money in order to 
induce another to perform that which he has already contracted with a 
third person to do, I confess I cannot see why such a promise should 
not be binding. Here the defendant, who was a stranger to the original 
contract, induced the plaintiffs to part with the cargo, which they might 
not otherwise have been willing to do, and the delivery of it ,to the 
defendant was a benefit to him. I accede to the proposition that, if a 
person contracts with another to do a certain thing, he cannot make the 
performance of it a consideration for a new promise to the same 
individual. But there is no authority for the proposition that where there 
has been a promise to one person to do a certain thing, it is not possible 
to make a valid promise to another to do the same thing." 

(4) (1861) 6 H.N. 295. 
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This case was held to be good law and was followed in the New Zealand 
case Satterthwaite v. N.Z. Shiooing Company(S). In the present case the 
benefit to the defendants was the immediate performance of the . main agree­
ment and the defendants was not entitled to ~this in law. The defendants 
benefited as shareholders. It was this that was the consideration in the present 
case. 

An interesting argument was put forward by the defendants. It was that 
there is no general rule to this effect: each case must be looked at separately 
because historically the rule is based on reasons of public policy. 

The old cases of Harris v. Watson(6) and Stilk v. Myrick(7) were quoted 
as authority for this. These are famous sailor cases, and are authority for the 
proposition that the performance of an obligation already owed to a person 
cannot be good consideration for a fresh promise by that · same person. The 
basis for the rule is stated to be public policy. It is urged by the . defendants 
that the same question of public policy arises where there is a promise to 
perform a duty to a third person or where there is a performance of that 
duty in consideration for a fresh promise. Further, that the court in the 
present case should for reasons of public policy hold that the promise to 
perform the main agreement, since it included a · threat not to complete that 
agreement unless the guarantee was given, was not good consideration for the 
guarantee. The rule is not that such a promise i.e. to perform an existing 
obligation to a third party can never be good consideration, it is a matter of 
public policy. If the courts think that public policy so requires they will 
hold that such a promise is not good consideration. Every case must be 
looked at individually. Here, becau.se of the threat of the plaintiffs not to 
complete the main agreement the courts should hold that there was no con­
sideration. It was admitted that no case directly on this point could be found 
but rthe defendants relied on first priil!ciples as referred to above. 

Mr. Balcombe, for the defendants, also referred to American textbook 
authorities and to the case of De Cicco v, SchweizerCB). It appears from the 
judgment of Cardozo, J. in that case that at any· rate the courts of New York 
are, in his own words, "committed to the view that a promise by A to B to 
induce him not to break his contract with C is void." 

This judgment was explained in Corbin on Contracts at paragraph 177. 
But I think that paragraph 17 6 corr,ectly states the modern rule. lt reads as 
follows:-

"Performance of a pre-existing duty owed to the present promisor is 
generally held not to be a sufficient consideration; and the American Law 
Institute states this as the prevailing rule, even though some cases are and 

40 (5) (1971) Lloyds L.R. 399 at p.409. 
(6) (1791) Peake 102 
(7) (1809) 2 Camp. 317 
(8) (1917) 117 N.E. Rep. 807, 
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ought to be decided otherwise. But suppose that the pre-existing duty is 
owed to a third person and not to the promisor. Is the performance of 
this kind of duty a sufficient consideration for a promise? The American 
Law Institute has stated that it is sufficient. This should be supported for 
two reasons: (1) the promisor gets the exact consideration for which he 
bargains, one to which he previously had no right and one that he might 
never have received; (2) there are no sound reasons of social policy for 
not applying in this case the ordinary rules as to sufficiency of considera­
•tion. · The performance is bargftined for, it is beneficial to the promisor, 
the promisee has forborne to seek a rescission or discharge from the third 
person to whom the duty was owed, and there is almost never any pro­
bability that the promisee has been in position to use or has in fact used 
any economic coercion to induce the making of the promise. There is 
now a strong tendency for the .courts to support these statements and to 
enforce the promise. The reas.ons that may be advanced to support the 
rule that is applied in the two-party cases, weak enough as they often 
are in those cases, are scarcely applicable at all in . three-party cases." 

I agree that the three-party cases must be distinguished from the two-party 
cases. In my view, Scotson v. PeggC4) is still good law. And, subject to what 

20 I have to say below as to duress, I think the Judge correctly held that there 
was good consideration in this case. The defendants as promisors received a 
benefit from the performance of the main agreement. They avoided a fall 
in the value of the Fu Chip shares which might have occurred had completion 
of the main agreement been delayed. 

3() 

The third issue is: Will the court enforce an agreement which has been 
made under duress? The word 'duress' being used in the context to mean 
'improper economic pressure'. 

The duress complained of is, of course, the threat that the plaintiffs 
would not complete the main agree,ment unless the defendants gave them a 
guarantee in substitution for the subsidiary agreement. The case for the 
defendants is that the signing of the guarantee in these circumstances resulted 
in at least a voidable contract as it was signed under economic pressure. And 
that the courts will not enforce a contract where that contract has been entered 
into under economic duress. 

It was suggested by the defenda,nts that the doctrine of economic duress 
or business compulsion was part of the law of England. Attention was 
drawn to the case of Lloyds Bank v. Bundy(9) in which Denning, M. R. sug-
gested that the courts should have power to set aside a contract where there 
has been inequality of bargaining power :and that •this should be a general rule. 
In that judgment, however, he admit~ that there was no such general rule. 
Inequality of bargaining power is not of itself a ground for setting aside a 

(4) (1861) 6 H.N. 295. 
(9) (1975) 1 Q.B. 326 · 
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contract. It may be an element to be taken into account in reaching a con­
clusion whether a defence of undue influence, or restraint of trade has been 
made out; or to decide whether a certain clause in a contract should be 
construed as a penalty or forfeiture clause. 

For example, in Schroeder Music Publishing Company v. Macauley(lO), 
the point at issue was whether a contract made between a young unknown 
songwriter and a firm of musical publishers was in restraint of trade. One 
reason the House of Lords gave for so . holding was the inequality of the 
bargaining position of the parties. But it is clear from the report that this 
was only one reason for the decision. The duration of the contract and the 
nature of certain oppressive terms were also given as cumulative reasons for 
the decision. 

The ratio decidendi of Lloyds Bank v. Bundy(9) was not an application of 
the doctrine of economic duress. It was a case in which a fiduciary relation­
ship between the parties was proved and hence a presumption of undue 
influence arose. 

In Williston on Contracts, which I understand is a leading American 
textbook, the following passage occurs at paragraph 1617:-

"While there is disagreement among the courts as to what degree of 
20 coercion is necessary to a finding of economic duress, there is general 

agreement as to its basic elemepts: 

1. The party alleging economic duress must show that he has been the 
victim of a wrongful or unlawful act or threat, and 

2. Such act or threat must be one which deprives the victim of his 
unfettered will. 

As a direct result of these elements, the party threatened must be 
compelled to make a disproportionate exchange of values or to give up 
something for nothing. If the payment or exchange is made · with the 
hope of obtaining a gain, there is not duress, it must be made solely 

30 for the purpose of protecting the victim's business or property interests. 
Finally, the party threatened must have no adequate legal remedy." 

It would appear from this that there may well be such a doctrine as 
was referred to by Denning, M.R. in Lloyds Bank v. Bundy(9) is part of 
the law of America or, at any rate, may soon become part of the law. I 
say this, for there are further pass.age qualifying the above quotation later 
in the book. Be that as it may I am satisfied that it forms no part of 
~the law of England. 

(10) (1974) 1 W.L.R. 1302. 
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The defendants relied on other cases to advance their argument on this 
issue. But I do not think that they are authority for the proposition that 
the doctrine of economic duress exists as part of our law. In Onnes v. 
BeadeJ(ll) a builder, who was nearly insolvent, and under great pressure 
from his workmen, who were said to be starving and angry made a contract 
with the owner's architect who put improper pressure on him (the builder). 
There was clearly a case of actual undue influence. The case of Rookes 
v. Bamard(12) was a case which established that the tort of intimidation was 
an established tort. 

10 In the case of D. C. Bui14er v. ReesC13), the plaintiffs, jobbing builders, 
were owed a sum of money by the defendants. When the plaintiffs were 
desperate for money, the defendants offered to pay a lesser sum or nothing. 

· Because of their bad financial position which was known to the defendants 
the plaintiffs agreed. It was held that they could recover the balance later. 
The ratio decidendi of this case is that there was no true accord between 
the parties. The second contract, the contract to accept less than the amount 
due could not be relied on by the defendants because there was no con­
sideration for it. 

The next point to decide is: When does a threat to break a contract 
20 with a third party constitute duress so as to render any contract made 

thereafter void or voidable? 

The defendants placed reliance on the case of Barton v. Armstrong(14). 
That case clearly shows that the point to be decided is: Did the threat or 
unlawful pressure appreciably contribute to the decision to enter into the 
contract? It is a question of fact or of the correct inference to be drawn 
from the facts in each case. In that case, the appellant was threatened 
with murder if he would not sign a certain deed. He did sign the deed 
but the principal reason for so doing was financial necessity. The Privy 
Council stated the rule thus: 

30 "1. That the equitable rule, which enabled a contract entered into as 
a result of fraudulent misrepresentation to be set aside, applied in cases 
of duress so that if the respondent's threats were a reason for the 
appellant executing the deed he was entitled to relief even though he 
might well have entered into the contract if the respondent had uttered 
no threats to induce him to do so. 

2. That it was for the respondent to prove that the threats and 
unlawful pressure did not in fact contribute to the appellant's decision 

(9) (1975 1 Q.B. 326. 
(11) (1860) 2 Giff 166. 

40 (12) (1964) A.C. 1129. 
(13) (1966) 2 Q.B. 617. 
(14) (1976) A.C. 104. 
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to sign the deed and, since the proper inference to be drawn from the 
facts found was that although the appellant might have executed the 
deed even if the respondent had not made any threats, the threats and 
unlawful pressure did in fact contribute to the appellant's decision to 
sign the deed, the deeds were executed under duress and were void so far 
as the appellant was concerned." 

A threat must be distinguished from driving a hard bargain. Where 
a person has two courses open to him and deliberately chooses one course 
having exercised his own judgment freely beforehand he cannot rely on the 

10 fact that there has been a threat to take a certain course, a threat which 
has not affeoted his choice. The question here is: Was the refusal not to 
complete the main agreement more than part of a negotiation between two 
parties - both of whom knew exactly what they were doing - and who 
were engaged in hard bargaining? 

In Williston on Contrads, the following passage appears:­
"Whenever a party to a contract seeks the best possible terms, there 
can be no rescission merely upon the grounds of 'driving a hard 
bargain.' Merely taking advantage of another's financial difficulty is 
not duress. Rather, the person alleging financial difficulty must allege 

20 that it was contributed to or caused by one accused of coercion." 

The word used was 'threat'; that word was used by the Judge and also 
appears in the evidence. It is, perhaps, an unfortunate word to use in the 
circumstances of this case, having as it does overtures of physical violence. 
In that sense, of course, there was no 'threat'. Do the facts show that the 
'threat' influenced the defendants when they signed the guarantee in place 
of the subsidiary agreement . and the main agreement was completed? 

It is necessary to go back to the facts of the case. The facts clearly show 
that the Parties were all business people, eager to make the best possible 
bargain. This was not the case of a giant corporation bargaining with a 

30 'little man'. The parties were equal as to their bargaining power and the 
Judge so held, though he said that he thought the first defendant was more 
sophisticated than Mrs. Pao, who conducted most of the negotiations on the 
plaintiffs' behalf. The substitution of the guarantee and indemnity for the 
subsidiary agreement cannot be said ·to be 'unfair' to or an exertion of im­
proper pressure upon the defendants. This was an ordinary business negotia­
tion. No one expected any great fall in the value of the shares at the time. 
There was no undue haste as to the signing of the guarantee. The first 
defendant consulted his solidtor and would seem to have exercised his own 
judgment, and entered into the guarantee with his eyes open and willingly. 

40 The guarantee may be said to have been an error of judgment but that can only 
'be said to be the case now, with hindsight. The evidence is that the first 
defendant thought - at the time of signing the guarantee - that the price 
of the shares might fall a little during the year 1973-74 but he took that risk, 
referred to in the judgment as 'a calculated risk'. The defendants were not 
getting something for nothing. They had no right to enforce the main agree­
ment but they wanted immediate completion of it. For if the plaintiffs failed 
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to complete and Fu Chip brought an a-ction for specific performance against 
Shing On, the value of the shares of the defendants in Fu Chip might fall, a 
figure of 20 cents per share being referred to. But this is not to say that if 
they had taken that course, if they had waited for judgment in an action of 
specific performance that the defendants would have f.aced ruin. The defen­
dants appear to have been aware of their position and of the position of Fu 
Chip when the guarantee and indemnity were signed. They could, in the 
•words of the Judge "have stood firm and caused the Fu Chip to sue the 
plaintiffs for breach of the main agreement", they chose not to do so. 

On those facts it seems to me that the correct inference to draw is that 
the "threat" as such did not influence the conduct of the defendants. 

It was a case of driving a hard bargain. The parties were of equal 
status. Each knew what he was doing. And in the words of the Judge 'the 
defendants took a calculated risk'. 

It follows therefore that on this issue I do not •accept that the 'threat' 
operated on the mind of the defendants: There was no duress in the sense 
in which that word is used in this branch of the law. 

The four:th issue is whether the cancellation of the subsidiary agreement 
was the true consideration for the guarantee. 

20 I do not think that the cancellation of the subsidiary agreement was the 
consideration for the guarantee per se. Indeed, the Judge found as a fact 
that it was not. However, the cancellation was part of the arrangement .for 
the completion of the main agreement. It was cancelled by mutual agreement 
as part and parcel of this: it does not stand alone. The consideration for the 
guarantee was the whole arrangement for the completion of the main agreement 
of which the cancellation of the subsidiary agreement formed part. 

The Judge found that the plaintiffs wanted the subsidiary agreement to 
be cancelled in any event. But there is no evidence that this was what the 
defendants wanted. The defendants agreed to the cancellation only as part 

30 of the whole arrangement. The cancellation cannot be considered in vacuo. 
To hold that the true consideration for the cancellation was the reliance of 
the mutual obligation under the subsidiary agreement is against the weight of 
the evidence. 

The fifth issue is: Was the true consideration. for the guarantee the 
indemnity given by the defendants on May 4th, 1973? This is a minor matter 
if only for the fact that the wording of the instrument itself is very difficult to 
interpret. The plaintiffs appear to have guaranteed that they would not part 
with their Fu Chip shares for one year but if they did, the defendants would 
have the option to buy back those very shares, the shares which the plaintiffs 

40 have already parted with. This is not very sensible. 

Paragraph (k) of the main agreement reads thus: 

"(k) Each of the Vendors shall retain in his own right in Fu Chip 
60% of the shares allotted to him under this Agreement and shall 
not sell or transfer the same on or before the end of. April 1974." 
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It is true that if the plaintiffs were in breach of the provisions of that 
paragraph, Fu Chip would have a right of action against them. And it is 
also true that the indemnity, like the cancellation of the subsidiary agreement 
was part of the whole arrangement of the completion. But the evidence clearly 
shows that the indemnity was, in Mr. Balcombe's phrase 'an afterthought' it 
was made and signed after the guarantee had been given, and after the can­
cellation of the subsidiary agreement. I do not think, therefore, that it was the 
consideration for the guarantee. 

The sixth and last issue is: If the guarantee is invalid being given for 
past or for no consideration, does the subsidiary agreement revive? It is 
unnecessary for me to answer this question as I have already stated that I 
believe the guarantee to have been given for good consideration. 

The Judge held that if the guarantee was void the cancelled subsidiary 
agreement would not revive. He found as a fact that there was an agreement 
to cancel the subsidiary agreement "in any event", It is clear from the 
evidence of the first defendant that the cancellation preceded the signing of 
the guarantee but that the two matters were interwoven. There was to be a 
replacement of the subsidiary agreement by the guarantee. They were not 
separate and distinct contracts: the one depended on the other and they were 

20 both part of the arrangement for the completion of the main agreement. 

It was suggested by Mr. Francis, for the plaintiffs, that the Judge drew 
the wrong inference from the evidence. It is what the parties agreed on May 
4th, that matters here: and that the correct inference is that the subsidiary 
agreement was cancelled as part of the agreement to give the guarantee. And 
with respect, I agree with him. 

The defendants relied on the case of Morris v. BaronClS). In that case 
it was held that a contract for the sale of goods which was evidenced ·in writ­
ing as required by section 4 of the Sale of Goods Act could be impliedly 
rescinded by a parol contract for the sale of goods which was not so evidenced 

30 and therefore unenforceable. 

40 

Lord Dunedin has this to say at page 27: 

"If, then, the contract exists its existence must be ,treated as a fact, 
and it must be looked at to see if apart from enforceability it did 
or did not put an end to the former contract. For it would be an 
extraordinary result that although a parol contract to rescind a 
written contract is good, as to which there is no doubt (Goman v. 
Salisbury (1684 1 V em. 240) and Willes J. in Noble v. Ward (L.R. 
2 Ex. 135), yet the same thing cannot happen if after rescinding the 
first contract the parties go on to make another contract which may 
or may not be enforceable." 

And on the following page occurs the passage:-

(15) (1918) A.C.l. . 

- 150-



10 

"I am fortified in my view by a passage in Fry on Specific Per­
formance (3rd ed.). Sect. 1039 is as follows: 'But where the new 
contract relied on only as an extinguishment of the old one, the 
mere fact that it is not in writing, and so could not be put in suit, 
seems to be no ground for denying its effect in rescinding the ori­
ginal cont:r~act. The Statute of Frauds does not make the parol 
contract void, but only prevents an action upon it; and it does not 
seem to be necessary to the extinction of one contract by another 
that the second contract could be actively enforced. The point has 
never, it is believed, been matter of decision. But in point of 
principle it seems to stand on the same footing as a simple agree­
ment to rescind." 

It is argued that though the guarantee was void it would operate to 
rescind the subsidiary agreement. I do not think that ·that is so. In Morris 
v. BaronC15), the second contract was only unenforceable it was not void. The 
contract was still a contract. A void contract can have no effect. If I am 
right it follows that if the guarantee was a void guarantee it operated not at 
all an dthe subsidiary agreement is still valid. And the rule in Morris v. 
BaronC15) does not apply. It follows from this that I would dismiss this 

20 appeal. 

(Sd.) Geoffrey Briggs, C.J. 

President. 

(15) (1918) A.C.l. 

Balcombe, Q.C., Zimmern, Q.C. & D. Chang (Yung, Yu, Yuen & Co.) for 
Appellant. 
Francis, Q.C., Gittins, Q.C. & A. Li (Hastings & Co.) for Respondent. 
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BETWEEN:-

On Appeal • from the High Court 

· LAU YIU LONG 

BENJAMIN LAU KAM CHING 

and 

PAO ON 

HOMEI CHUN 

PAO LAP CHUNG 

Coram: 

Date: 

Briggs, C.J., McMullin & Leonard, JJ. 

5th November, 1976. 

JUDGMENT 

McMullin, J.: 

Respondents 

Appellants 

The plaintiffs in this action (respondents in · the present appeal) owned 
ail the shares in a ·private company called the Tsuen Wan Shing On Estate 
Company Limited. In the year 1973 they decided to sell their entire interest 

20 in that company to another company, the Fu Chip · Investment ·Company 
Limited, a public company, of which the two ·defendants were the majority 
shareholders and, effectively, the controllers. At the time of the ·events with 
which we are concerned the first defendant was in fact the managing director 
of the latter company. On the 27th February, 1973, the three plaintiffs, 
vhe Shing On Estate Company Ltd." and the Fu Chip Investment Company 
Ltd. were, all three, parties to a written agreement whereby the plaintiffs 
and their company as joint vendors agreed to sell the 4,000 ordinary shares 
in the company, its total share capital, to the Fu Chip Company. The 
stated consideration for this sale was $10,500,000. The purchase price 

30 was to · be paid not in money but by the transfer to the vendors of 4,200,000 
ordinary shares in the Fu Chip Company each share being of a nominal 
value of $1 per share but each · share being deemed, for the purposes of 
this sale, to ·have a market value of $2.50 each. Under Clause 4(k) of 
the agreement the · vendors jointly and severally warranted · and undertook 
with Fu Chip that each of · the vendors would retain, in his own right in 
Fu Ohip, 60% of the shares allotted to him under the agreement and would 
not sell or transfer the same before the end of April 197 4. The Fu Chip 
shares were at that time listed in the Far East Stock Exchange and the 
stated consideration of 4.2 million shares was a . new issue for the purpose 

40 of taking over the Shing On Company. On · the day upon which the 
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agreement was signed (27th February, 1973) the first defendant and the 
three plaintiffs entered into a further agreement (which has been referred 
to throughout these proceedings as the subsidiary agreement to set it off 
from the main agreement) upon the face of which it appears that the first 
defendant was undertaking to repurchase from the plaintiffs, on or before 
the 30th April 1974, 60% of the Fu Chip shares paid tp the Shing On 
Company as the purchase price upon the takeover of that company by the 
Fu Chip Company the price of . each share upon repurchase to ;be $2.50. 

Thus far the facts are not in dispute and it is common ground that 
the reason why the main agreement stipulated that the plaintiffs should retain 
60% of the Fu Chip shares_ for one year was because both parties were 
hopeful of the continued health and good prospects of these shares and the 
Fu Chip Company, in particular, did not wish the market to be flooded 
with Fu Chip shares by indiscriminate selling before they should have achieved 
their further potential. Following the signing of these two agreements the 
Fu Chip Company notified the Far East Stock Exchange Ltd. of the takeover 
represented by the main agreement and on the 31st March, 1973, the Far 
East Stock Exchange Ltd. approved their application to deal in the new 
allotment of 4.2 million shares, the purchase price of the Shing On Company. 
Again, it is not disputed. that completion .of the sa]e of the Shing On Company 
by transfer of its shares by the plaintiffs was not affected within the time 
limited in the main agreement. The reason for the delay is in dispute but 
it is common ground that upon the 4th May 1973 at the office. of Messrs. 
Yung, Yu, Yuen, solicitors, the first defendan.t and the three plaintiffs 
pu11ported to cancel the subsidiary agreement and the two defendants and 
the plaintiffs signed a third document, the agreement which is the root of 
the matter in dispute between the parties upon the present appeal. The 
form which this agreement takes is the occasion . of the first, and chief, of 
the three principal grounds of appeal put f()rward ·by Mr. Balcombe on 
behalf of the defendants. I shall return to consider the terms of it in due 
course. It is the foundation of the plaintiffs' claim and it is said by the 
plaintiffs to represent an enforceable agreement entitling them to the payment 
of a sum of money equivalent to 60% of the shares at $2.60 a . share or 
$6,300,000 less the alleged value of the Fu Chip shares at the end of April 
1973. This agreement takes the form of a guarantee by the first defendant 
that 2,520,000 shares (the 60% of the Fu Chip shares which, by the terms 
of the main agreement, the plaintiffs were to retain ·for one year) will retain 
their value of $2.50 per share upon · the marketing date immediately after 
the 30th April 1974. This guarantee is coupled with a promise to indemnify 
the plaintiffs against any damage or loss should the shares fall in value below 
that price. Finally, it is common ground ithat the price of these shares 
fell disastrous'ly upon the market during the year 1973 and in the early 
months of 1974 so that the closing market price on the 1st May 1974 was 
only 36 cts. per share. · 

The plaintiffs sought to prove that there had been an oral agreement 
between the parties whereby the plaintiffs agreed to part with all the shares 
in the Shing On Company for the price stated in the main agreement and 
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that as a part of this oral arrangement the defendants would guarantee the 
price of 60% of the shares in the manner stipulated in the document signed 
on the 4th May 197 4. It was their case that the subsidiary agreement had 
never been pr9perly explained to them and that they had signed under the 
belief that it contained the terms which eventually appeared in the 
guarantee. 

The defendants . denied that there had been any completed oral 
· agreement prior to the signing of the main agreement and they maintained 

that the plaintiffs had been fully instructed in the meaning of both the main 
10 agreement and the subsidiary agreement at the time they put their signatures 

to those documents. The learned trial judge, who analysed and considered 
the evidence with great care, disbe:ieved the plaintiffs' story as to the oral 
agreement and he also found that they were well aware of the nature of 
the contents of the subsidiary agreement before they signed it. For the 
defendants it was argued that no good consideration was shown in the 
document of guarantee and secondly that that afgument had in any event 
been obtained under a threat to break the obligations imposed by the main 
agreement and was thus vitiated by· a degree of compulsion which resulted 
in its being unenforceable. The learned judge accepted that the evidence 

20 showed that the first defendant had only signed the guarantee out of a desire 
to have the main agreement brought to completion but he would not accept 
the argument as to duress. He preferred to take the view that the parties 
were hard-headed business people, on even bargaining terms, and that there 
was nothing in the situation of the defendants which imperilled them, or 
the Fu Chip Company, to such an extent as to compel them to accede to 
the request for a guarantee rather than seeking to enforce their contractual 
rights by action for specific performance. It wa:s argued for the defendants 
in the court below, as it has been before us, that the document of guarantee 
was complete upon its face and that it was therefore improper to have 

30 . regard to extrinsic evidence to interpret it or explain its te:n:ns in any sense 
other than the words themselves expressed. On this issue the learned judge 
took the view that he was entitled to have regard to the surrounding 
circumstances under which the guarantee .had come to be made and, having 
regard to the whole course of conduct of the parties, what he appears to 
have found is that the consideration was inaccurately. described in the 
guarantee. He said: . 

"In .the present case the promise or act of selling the Shing On shares 
to the Fu Chip by the plaintiffs could be valuable consideration for the 
guarantee signed by the defendants." 

40 He referred to the principle that extrinsic evidence is not admissible to show 
a consideration contradictory to the stated consideration but he found nothing 
in the terms of the document itself which would amount to such a 
contradiction. It is this finding which raises the first of the six issues argued 
by Mr. · Balcombe and he challenges it in a fundamental way. He does 
not dispute that it is proper for a court to look at extrinsic circumstances 
to explain the-terms of a document, where there is in it some ambiguity or 

. obscurity, in order to determine what was the true intention of .the parties. 
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Such ambiguity simply does not exist, . he says, on the face of this document. 
~he terms of the guarantee . are as follows: 

"IN CONSIDERATION of your having at our request agreed to sell 
all of your shares of . and in the above mentioned company whose 
registered office is situate at 27 4 Sha Tsui Road Ground Floor Tsuen 
Wan New Territories in the Colony of Hong Kong for the consideration 
of $10,500,000.00 by the allotment of 4,200,000 ordinary shares of 
$1 :00 each · in Fu Chip Investment Company Limited whose registered 
office is situate at No. 33 Wing Lok Street Victoria in the said Colony 
of Hong Kong and that the market value for 'the said ordinary shares 
of the said Fu Chip Investment Company Limited shall be deemed as 
$2.50 for each of $1.00 share under an Agreement for sale and 
purchase made between the parties thereto and dated the 27th day of 
February 1973, we LAU YIU LONG ( ) of No. 152 Tin Hau 
Temple Road, Flat Cl, Summit Court, 14th Floor in the Colony of 
Hong Kong Merchant and BENJAMIN LAU KAM CHING ( ) 
of No. 31 Ming Yuen Street West, Basement in the said Colony of 
Hong Kong Merchant the directors of the said Fu Chip Investment 
Company Limited HEREBY AGREE AND GUARANTEE the closing 
market value for 2,520,000 shares (being 60% for the said 4,200,000 
ordinary shares) of the· said Fu Chip Investment Company Limited shall 
be at $2.50 per share and that the total value of 2,520,000 shares 
shall be of the sum of HK$6,300,000.00 on the following marketing 
date immediately · after 30th day of April 1974 AND WE FURTHER 
AGREE to indemnify a:nd keep you indemnified against any damages, 
losses and other expenses whiCh you may incur or sustain in the event 
of the closing market price for the shares of Fu Chip Investment Com­
pany Limited according to The Far East · Exchange Limited shall fall 
short of the sum of $2.50 during the said following marketing date 
immediately after the 30th day of April, 1974 PROVIDED ALWAYS 
that if we were called upon to indemnify you for the discrepancy between 
the market value and the said total value of HK$6,300,000 we shall have 
the option of buying from you the said 2,520,000 shares of Fu Chip 
Investment Company Limited at the price of HK$6,300,000 PROVIDED 
FURTHER THAT should the closing market value of the said 2,520,000 
shares in Fu Chip exceed the sum of · $2.50 per share on the following 
date immediately after the 30th April, 1974 you shall be at liberty to 
dispose the same as you may think fit AND WE FURTHER AGREE 
AND UNDERTAKE that we will not vary or change the name of the 
Building known as WING ON BUILDING ( ) erected on 
TSUEN WAN TOWN LOT NO. 185." 

The opening words of that document constitute, in Mr. Balcombe's 
contention, a plain, indeed a classic, example of a past consideration such as 
the courts have always held to be insufficent to render enforceable any ·promise 
made in return for it. As he would have it, there is no room for any constru­
ing of these words to produce from them anything other than their plain sense 
reveals. In particular he disputes the propriety of looking · to the conduct of 
the parties in order to establish reasons upon the evidence for substituting for 
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the word "sell", which appears in the second line, the phrase: "complete the 
sale of" as ·Mr. Francis, for the plaintiffs, would have us do. According to 
Mr. Francis, the whole course of conduct of the parties should be viewed as 
one unbroken sequence of contractual endeavour, culminating, on the 4th of 
May, with the signing of the guarantee and the giving of a reciprocal indemnity 
by the plaintiffs to safeguard the defendants against loss if they (the plaintiffs) 
should break their proniise not . to sell any of the Fu Chip shares before the 
agreed date. The latter agreement was the subject of one of the several 
alternatives proposed by plaintiffs' statement of claim to show a .good con­
sideration for the giving of the guarantee. . In this part of the guarantee, 
however, it features merely as one of the attendant circumstances in relation 
to the plaintiffs' attempted rebuttal of the defendants' most fundamental attack 
upon the validity of the guarantee. · 

The defendants' point is, of course; that the agreement is unenforceable 
as based upon a past consideration. Mr. Francis concedes the inadequacy of 
the document if it 'be literally consttued but he says that the court is entitled, 
and indeed obliged, to construe it according to the tru~ intention of the parties 
as disclosed by the whole course of treating between them. He sought to enlist 
the aid of the decisions in Frith v. Frith(!); Clifford v. Turrell(2); and Turner 

20 v. Forwood and Another(3), For my part, I cannot regard those cases as giving 
any direct assistance to him. They are, undoubtedly, in point to establish 
that the court will admit extrinsic evidence to show an additional or larger 
consideration than that stated in the document. They do not say •that where 
a stated consideration is, for any reason, bad, then evidence is admissible to 
show a different one. The true ground on which the plaintiffs seeks to uphold 
the ·guarantee is, as the learned judge himself perceiv-ed, that the consideration 
is inaccurately stated or, fur it. comes to the same thin:g, that the words used 
do not express the true intention of the parties. Certainly, they do not well 

express the intention of the parties if they are read subject to the gloss which 
30 Mr. Francis seeks to apply to them. But here, I think, Mr. Balcombe is right: 

as they stand the words used are susceptible of a very straight forward 
meaning. They may be surprising words to find in a context of professional 
advice but, as they stand, there is no obscurity in them. Unlike the words 
of the agreement which exercised the court in the case of Goldshede·v. Swan(4). 
they show no kind of ambiguity, whether patent or latent. Read in t:heir 
natural sense they yield a meaning which is clear and which does no violence 
either to the grammar of the text or to the context of the surrounding cir­
cumstances; on· the contn\ry . it is the gloss which introduces the note of strain. 
Mr. Francis cited Milner v. Staffordshire Congregatiomil Union (Incor-

40 porated)(5), as authority for his proposition that the word "sell", where it 
appears in the guarantee, ought to be interpreted as meariing "agreed to carry 
out or to complete the sale of etc." Again, I cannot see how the authority 
(1) (1906) A.C. 254. 
(2) 14 L.J. Ch. 390. 
(3) (1951) 1 All E.R. 746. 
(4) (1847-8) 1 Exch. P. 154. 
(5) (1956) Ch. 275 . . 
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assists him. It is true that . in that case the court was addressing itself to the 
question: '"What is a sale, and when i~ it made?" (See page 280 . in the 
judgment of Danckwerts J., (as he then was).) But the learned judge was 
there hiterpreting the meaning of the words "make any sale" which appear in 
section 29 of the Charitable Trusts Amendment Act of 1855 and his conclu­
sion is confined to the special facts of the case. The plaintiff was claiming 
back a deposit paid by him under an agreement for the sale and purchase of 
land, the sale of which required the defendant Union to get the prior per­
mission of the Charity Commissioners, which permission they had not got at 
the time the agreement was signed. . He contended that the purported sale 
was therefore unlawful. . The Union had in fact acquired the . necessary 
permission subsequent to the signing of the agreement and for the defence it 
was argued that no sale had taken place as there had yet been no transfer 
but that, since the Union had subsequently obtained permission, it had a valid 
claim for specific performance of the agreement. It was contended on behalf 
of the Union that a sale takes place only on a completion by transfer and not 
earlier. The learned judge found that a sale is made: 

"When a contract is entered into by the owners of the property in question 
for the sale of the property to some purchaser". (page 282) 

20 but he made it clear that he was coming _to this conclusion in reference to 
the statutory drity to seek permission for a sale and he added that the 
matter was not free from doubt. But even if he had intended his observation 
to be of a more general authority I do not see how that interpretation supports 
the substit~tion of terminology argued for here. Even if it were true to say 
that the sale in the present case· had been completed upon the signing of the 
main agreement so that the mutual obligations of the contracting parties had 
already been discharged, the whole point of the plaintiffs' present contention 
is that something over and above what had been done remained to be done and 

. that that was the consideration for the guarantee. The decision in Milner's 
30 Case(S) leaves us no fur~her forward in the attempt to show a special meaning 

in the word "sell" in this case. Leaving out the intermediate wording, . which 
is unnecessary for the point of constmction at present being considered, the 
"consideration" portion of the guarantee reads as follows: 

"In consideration of your having at our request agreed to sell all of your 
shares of and in .the above-mentioned company . . . . under an agree­
ment for sale and purchase · made between the parties thereto and · dated 
the 27th day of February 1973 . . . .. (the main agreement)" etc. 

T·hat seems plain enough nut the plaintiffs would have us read it in some such 
fashion as this: · 

"In consideration of your having at our request, just now, agreed to 

(5) (1956) Ch. 275. 
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complete the sale by transfer to us of all your shares of and in the above 
mentioned company, which sha·res you have already agreed to sell to us 
for (the stated c_onsideration in the main agreement) under an agre~ment 
for sale and purchase made between the parties dated 27th day of February 
1973, but which shares have so far not been transferred to us, (the 
defendants) agree and guarantee etc." 

To my mind this is just too much construing. I see nothing in the surround­
. ing circumstances which would compel the insertion of words of that kind into 

the guarantee in order to resolve anything in the nature of a doqbtful meaning 
10 or ambiguity. If a paraphrase is to be embarked upon one might as well say 

that the unspoken clauses in the guarantee could amount to the following: 

"Since you have agreed to sell Fu Chip shares at the stated consideration 
and since you seem inclined to break your bargain with the company and 
since we are anxious that you should not do . so we will offer you some­
thing more." 

The possibility of two different paraphrases does not mean that there is an 
ambiguity, for the important difference between them is that the first can be 
made to correspond with the written document only by the introduction of 
new words and a new idea while the idea expressed by the latter paraphrase 

20 can be accommodated in the text of the guarantee as it stands. "If you will 
complete the sale" certainly introduces a new idea, the idea which Mr. 
Ba1combe has described as a unilateral or "if" contract. It is wholly different 
from the idea actually expressed for that is a plain promise to do something 
in return for something which has already been done; whereas on the plaintiffs' 
case, upon the signing of the guarantee there remained something to be done 
by the defendants, i.e. the transfer of the shares, and this the plaintiffs might 
never have done. The matter becomes clearer I think if one asks: "What is 
it in the extrinsic evidence which the judge relied upon which decisively shows 
the document to bear the meaning which the plaintiffs claim for it?" To my 

30 mind the answer must be either "nothing at all", or else: "the entire body of 
circumstances leading up to the signing of the guarantee". But if the latter 
answer is given then . I think it is plain that all of that evidence, with the 
possible exception of one matter to which I will come later, was admissible in 
any event (a) because it is relevant to explain the preliminary steps in the 
parties' negotiations and precisely how the guarantee had come about; and, 
<b), because all of it is adumbrated in the pleadings. In other words the 
learned trial judge was in a sense not really confronted with a decision as to 
the admissibility of doubtful evidence at all- for (with the exception to which 
I will come) - none of it that I can see could have been excluded upon any 

40 of the settled principles whether it was said to explain the document or not. 
I think the fact is that where a document is as clear upon its face as is this 
guarantee, then in most cases, the only evidence which could be relevant to 
explaining it in a different sense would be direct evidence, from the party 
upholding it, of some different intention lying behind the language chosen. 
Such evidence· was not proffered in the present case and had it been it must 
have been excluded under the general rule · w:hich excludes parol declarations 
of intent to . explain the meaning of the written words. 
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Now, as I see it, the only part of the evidence which might be said to 
explain the terms of the guarantee in a sense other than that whioh the words 
themselves clearly convey is that very part which the learned judge expressly 
rejected viz.: the story of a preliminary oral agreement. That is something 
which is likewise specifically rejected by the defendants in their pleadings. 
The record of the proceedings at the trial does not show precisely what part 
of the evidence was being objected to. The note of the preliminary exchanges 
between counsel, prior to the opening of the evidence indicates that it was 
agreed that all the evidence should go in and the question of its admissibility 
for the purpose of explaining the document should be argued later. The 
evidence as to a prior oral agreement thereafter went in with the rest and we 
have no note of the final submissions of counsel. Had that allegation of the 
defendants been accepted by the judge it would indeed have explained the 
terms of the guarantee without contradicting them for it would have shown 
that the guarantee had been, from the outset, among the terms agreed between 
the parties and the way in which the opening clauses are worded would then 
be seen in a wholly different light. The guarantee would then appear as one 
of the subsisting original terms of the oral agreement - temporarily excluded 
by the mistaken introduction of the subsidiary agreement - but finally re­
incorporated, as the written expression of an essential part of the parties' 
overall "initial intentions, following upon the events of the 4th of May. It is 
plain that the principal acts of the parties on that day were, (a), the 
cancellation of the subsidiary agreement and (b), ·the signing of the guarantee. 
The substance of the plaintiffs' case · as to the meaning of those events was 
that they (the plaintiffs) were rightfully insisting upon ~the putting into order 
of the written record of what they maintained had been arranged between them 
and the defendants prior to any writing. Those arrangements had involved 
three parties: the plaintiffs, who wer~ the Shing On Company; the Fu Chip 
Company represented by the defendants; and the defendants in their own 
right as guarantors. The written . documents were supposed to embody these 
arrangements, bu:t the defendants h'ad duped them with the subsidiary agree­
ment. On that case the plain purpose of what happened on the 4th of May 
was rectification by substitution of the right term for the wrong one - the 
wording of the guarantee - more particularly the opening phrase: "In 
consideration of your having at our request agreed to sell . . . . . " far 
more plainly mirrors the idea of rectification by substitution of terms in a 
pre-existing, wider, three-cornered agreement than it does the notion of a new 
offer by a stranger founded on a new promise by one of two parties to a 
bilateral agreement to oarry out his existing promise to the other. To my 
mind substitution not completion was what this part of the extrinsic evidence 
indicated. This alleged three party oral agreement was the case which the 
learned judge specifically rejected. What he did then, however, was to 
interpret the words of the guarantee in the light of the facts as he found 
them. I think, therefore, that Mr. Balcombe is right when he says that 
the construction argued for by the plaintiffs would conv-ert tlle plain meaning 
of the document into the record of quite a different sort of mutual under­
standing - it would transform the ,stated basis of · the contract into something 
quite different. To put it more shovtly it would contradict the . document. 
It should be borne in mind that the plaintiffs in this action seek to invoke 
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the equitable jurisdiction of this court by way of specific performance. The 
learned trial judge, for good reasons, found no . substance in the explanation 
give1;1 by the plaintiffs of what moved them to procure the cancellation of 
the subsidiary agreement. Perhaps the defendants were foolish to give in 
so easily, but whether or not they were truly forced to do what they did 
they were undoubtedly unwilling to do so and it is plain that the plaintiffs 
behaved unconscionably in so impos~ng upon them. · The plaintiffs rely upon 
what, for convenience, may be referred to as the Scotson v. Pegg(6) principle 
followed in some later cases. What underlies that line of authority is the 
faot ·that the stranger to the contract who seeks, for his own put'poses, to 
see that it is performed is quite without power to cause it to be enforced 
in any manner other than by making the promise which is later said to 

· bind him. The defendants here were, by a considerable margin, the majority 
shareholders in Fu Chip and through their effectual control of the company 
could have procured ·the enforcement of the company's rights by suit. One 
of the faotors which moved the court in Scotson v. Pegg(6) to find a good 
consideration was the fact that the stranger was powerless ro enforce the 

contract in which he was interested. Later commentators have fixed upon 
this aspect of the judgment of Wilde, B. in upholding the validity of the 

20 decision (See: Vol. 6 Cambridge Law Journal, citing in support of Professor 
Corbin 1918 Yale Law Journal 362; and Salmon and Winfield Law of 
Contracts page 85). When one considers how bare and technical in the 
present case is the reality of the diSitinction which the law makes between 
the identity of the defendants and that of the company which they control; 
when one considers that it is that somewhat shadowy distinction which alone 
gives ·to the plaintiffs ground upon which to argue that the two defendants, 
as strangers to the main agreement between the two companies, acquired a 
benefit for themselves in procuring the enforcement of the plaintiffs' exi'Sting 
obligations, and thus that there is good consideration .for the guarantee -

30 when one considers the basic unreality of that entire situation, valid though 
the principles are upon which it.._ is based, one cannot feel that there is any 
injustice in holding the plaintiffs to the precise words of the document 
upon whioh they rely. They repudiated a document which would have fully 
protected them and which they had no good reason to contest and they did 
so in the prospect of further advantage to themselves; a party to a contract 
who prays in aid the technicalities of the law to preserve rights which he 
has acquired through dubious conduct of that kind must be attentive to the 
words. he uses lest the sword of technicality turn against him. For these 
reasons I think that the learned trial judge was not justified in resorting 

40 . to the external circumstances to show ~that the consideration was inaccurately 
stated in the document. That being my conclusion I think it must follow 
that the appeal must be allowed. 

I think, however, that Mr. Balcombe is entitled to suGceed upon the 
second of the three main issues proposed though for reasons which do not 
necessarily follow his argument to its widest extent. He accepts that, in 

. what · may be termed vhe "three party" cases, the courts in England and in 
(6) (1861) 6 H.N. 295. 
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America have in many cases followed the Scotson v. · PeggC6) line. So far 
as the English authorities are concerned he is content to point out that there 
is no case which says that a promise by one of two contracting parties to 
perform an existing obligation under that contract, or his actual performance 
of it, is always good consideration to bind a stranger to the contract upon 
his promise. It may be a good consideration depending on the circumstances 
of the case (See the Eurymedon Case: 1975 A.C. 154, a Privy Council 
decision). He also points out that, at least in America there had been many 
cases in which -the courts have refused to hold the stranger bound. A lengthy 
tally of these is given in a footnote at page 577 of Professor Corbin's 
Treatise on Contract. Mr. Balcombe suggests - following the line taken 
by Professor Corbin and echoed with evident approval by Professor· Goodhart 
at page 482-3 of Volume ·72 of the Cambridge Law Journal - that public 
po'licy ought to be, if not the only, then at least the principal determinant 
of what is and what is not a good consideration in these cases. He argues 
that no distinction should be made in this respect between the "two party" 
and the "three party" cases and his chosen authors certainly seem to 
support him. For my part, I would prefer to say only that it may be 
so. It is evident from many learned opinions , that the doctrine of con­
sideration which has long been, and which remains, a beacon in straight­
forward contractual situations can take on the appearance of an ignis fatuus 
where the complications of several interests enter in. There are many 
cases in which courts, hardi>ressed for a haven of principle, might welcome 
illumination from a simpler source. . It may be that public policy is such a 
source. I do not think that I need to decide upon that to resolve the 
question posed · here. For as it seems to me; this is a case in which it may 
fairly be said that the concerns of equity and of public policy run in harness. 
,It is plain that public policy is no ~arrant for any general principle against 
all such third party promises on some ~such ground as a supposed tendency 
to infect, as it were, the whole contni.ctual process at its root. Mr. Balcombe 
does not argue for that and the cases do riot support it. I understood him, 
hmyever, t~ contend that where, as ·in ·the ·present case, there· is · an element 
of coercion - even short of outright dtiress - it would be against the 
general welfare to enforce the promise~ · I would hesitate to say -that public 
policy would oblige the courts to apply such a · rule in ·every case if only 
because a principle as wide as that might be used to ·shut the door against 
a man who had done no more than drive · a very hard bargain. I prefer 
the narrower extension of his argument whiCh ·_ as I understand it - was 
to the effect that the court should not assist someone who had succeeded in 
getting what he wanted by ·dishonest or disreputable mearis. The considera­
tion might be good in a technical or legalistic sense and yet the bargain 
based upon· it be found voidable. I think that is correct and I realise that 
it overlaps to some extent what I have found upon the first issue, but I do 
not think that matters. I think the plaintiffs did behave dishonestly in 
asserting that they had not got what they bargained for. Using the words 
used by Professor Cm·bin to describe· one of the vitiating factors affecting 

· such promises (Op. Cit. p. 576), I ask whether they have · in fact used 
any economic coercion to induce the making of the promise and I cannot 
(6) (1861) 6 H.N. 295. 
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say there has been no degree of coercion. ·I understand "coercion" there to 
inC'lude conduct amounting to no more than sustained · and unjustified 
importunity. No doubt it is in the public interest that commercial engage­
ments freely undertaken should be honourably discharged and not simply 
broken at whim; the courts would not well protect that interest by enforcing 
undertakings dishonestly obtained where, in the competition of interests it is 
clear that although, in one sense, the parties are in agreement it is an 
agreement clouded by some degree of unfair pressure., more especially where 
the pressure itself is exerted through leverage upon a bargain not so clouded. 
In this sense I would therefore hold Vhat the consideration for the promise 
was not good. 

The third main issue raises a challenging point. While, however I am 
indebted · to counsel upon ' both sides for the extensive and interesting 
arguments addressed to the court on the somewhat controversial question 
of economic duress I would prefer not to enter that disputed arena , until 
necessity arises although I am inclined to the view that the doctrine - to 
whatever extent it may be said to exist in these courts - is not appropriate 
to the circumstances of the parties in the present case. 

I do not think that the three subsidiary issues are viable upon the 
20 facts as found and I find it unnecessary to deal with the authorities cited 

in respect of them. I think the learned judge was clearly right to reject 
the contention (a) that consideration could be found in the cancellation of 
the subsidiary agreement; or (b) in the giving of an indemnity by the 
plaintiffs against premature sale of the Fu Chip shares. As to (a) the 
evidence was that the subsidiary agreement was cancelled before the guarantee 
was given and the judge in any case found as a fact that the plaintiffs 
would have insisted on the subsidiary agreement being cancelled in any 
event. Moreover, as Mr. Balcombe points out, the new bargain, like any 
agreement, must show something in the nature of a quid pro quo if it is 

30 to be enforceable. The defendants would, in effect, be put in the absurd 
position of saying "In consideration of your accepting the bargain which 
you want and we don't like we are willing to give up the alternative which 
we want and you don't like." That would indeed be, as Mr. Balcombe put 
it a "heads I win tails you lose situation" with no place in it for considera­
tion moving from the promisee. As to (b), there is the finding of the learned 
trial judge that the indemnity given by the plaintiffs was never intended to 
constitute the consideration for the giving of the guarantee by the defendants. 
On the facts that is clear, for the dispute which resulted in the giving of that 
indemnity only arose after the fonn of the guarantee had been decided and 

40 it only arose because the plaintiffs wanted all the Fu Chip shares to be 
given over and the defendants wanted to retain the "sale - blocked" 60%. 
The compromise was the giving of this indemnity by the plaintiffs and the 
defendants' evidence - which was preferred by the judge generally -
was on this point specific. They said the guarantee was given and signed 
before this dispute and the giving of the indemnity by the plaintiffs. 

As to the third subsidiary issue- the contention that if the guarantee 
is void the subsidiary agreement will revive and enure to the plaintiffs' benefit 

-163-

In the Court of 
Appeal of 

Hong Kone 

No. 11 
Judgment of the 
Hon. Mr. Justice 
McMullin 
5th November 
1976 
(continued) 



In the Court of 
Appeal of 

Hong Kon2 

No. 11 
Judgment of the 
Hon. Mr. Justice. · 
McMullin 
5th November . 
1976 
(continued) 

10 

- the evidence once more dispose~ of that. The agreement was cancelled 
and that fact signified upon it by the ·signatures of both parties before the 
guarantee was settled and signed · and the judge's finding, which w~ cannot 
disturb, is that it was the intention of the plaintiffs to have the agreement 
cancelled "in any event". For my part, I am content to accept that finding 
as justified upon the facts and I do not think that we entitled to disturb 
it. 

For the . reasons given earlier I would allow the appeal. 

Balcombe, Q.C., Zimmern, Q:C. & D. Chang (Yung, Yu, Yuen & Coj for 

Appellants. 

Francis, Q.C., Gittins, Q.C. & A. Li (Hastings & Co.) for Respondents. 

(Sd.) A. M. · McMullen, J. 
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IN THE COURT OF APPEAL 

On Appeal from the High Court 

LAU YIU LONG 
BENJAMIN LAU KAM OHING 

- and 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

· Coram: 

Date: 

Briggs, C. J. McMullin & Leonard, J~·. 

5th November, 1976. 

JUDGMENT 

Leonard, J.: 

Respondents 

Appellants 

This is an appeal from a judgment · for the · sum of _ $5,392,800 and 
costs arising from a claim by the plaintiffs/ respondents for that sum as 

20 damages alternatively for specific- performance or dainages in - lieu of or 
in addition to specific , performance of an . alleged contract · dated the 4th 
May 1973. · _The relevant proVisions of this contract which J refer to as 
the "guarantee" relid as _follow~: · 

"Tsuen Wan Shing On Estate Co. Ltd in consideration of your having 
at our request agreed to sell all of your shares ot and in the above-
mentioned company -...... . ·. for the consideration of $10,500,000 by 
the allotment of 4,200,000 ordinary shares of $1 each in Fu Chip 
Investment Co: Ltd. . . . . . . . and that the market value for the said 

· ordinary shares . . . . . . shall be .deemed as $2.50 for each of $1 share 
30 under an agreement for sale and purchase made between ·the · parties 

thereto and dated the 27th February 1973, we LAU YIU LONG of · 
. . .. ; . and BENJAMIN LAU KAM CHING ...... hereby agree and 
guarantee the closing market value for · 2,520,000 shares (being 60% 
for the said 4,200,000 ordinary shares) of the said Fu Chip ..... . 

· shall be at $2.50 per share and that the total value. of 2,520,000 shares 
shall be of. the sum of HK$6,300,000 on . the· following market date 

· .- imniedhitely after 30th day of April 197 4 and we further agree to 
· indemnify and keep you indemnified agains;t any damages;· ·losses and 

other expenses which you may incur or sustain in the event of the 
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closing market price for the shares of Fu Chip Investment Co. Ltd. 
according to Far East Exchange Ltd. shall fall short of the sum of 
$2.50 during the said following market date immediately after 30th April 
1974 provided always if we were called upon to indemnify you for the 
discrepancy between the market value and the said total value of 
HK$6,300,000 we shall have the option of buying from you the said 
2,520,000 shares of Fu Chip . . . . . at the price of $6,300,000 provided 
further that should the closing market value of the said 2,520,000 sha.res 
in Fu Chip exceed the sum of $2.50 per share on the following date 
immediately after the 30th April 197 4 you · shaH be at liberty to dispose 
the same as you may think fit and we fur:ther agree and undertake that 
we will not vary or change the name of the building known as Wing 

On Building erected on Tsuen Wan Town Lot No. 185." 
The Tsuen Wan Shing On Estate Co. Lkl. to which I refer as "Shing On" 
was a private limited company, the shares in which were wholly owned by 
the plaintiffs (respondents), a husband and wife. The Fu Chip Investment 
Co. Ltd. ("Fu Chip") was a public company the shares in which were quoted 
on the Far East Exchange Ltd. The defendants (appellants) were the 
majority shareholders in Fu Chip and could effectively control its activities. 

28 The principal asset of Shing On was a block of flats in Tsuen Wan almost 
ready for occupation. · 

By an agreement made the 27th February 1973 between the plaintiffs 
as vendors, the Shing On as confirmors and Fu Chip as purchasers it was 
agreed that the plaintiffs should sell and Fu Chip should purchase all the 
shares in Shing On for a purohasc price of $10,500,000 to be satisfied by 
the allotment of 4,200,000 ordinary shares of $1 ·each in Fu Chip the value 
of the Fu Chip .shares being deemed to be $2.50 each. This agreement 
provided that the . purchase should "be completed at the . offices of Messrs. 
Yung, Yu, Yuen & Co. on or before the 31st March 1973 when Fu Chip 

30 will procure at their own cqst and expenses and the allotment of 4,200,000 
shares of Fu Chip to the vendors free from all liens or encumbrances on 
or before 31st March 1973." There foHow various covenants on the part 
of the vendors, one of which was that "each of the vendors · shall retain 
in his own right in Fu Chip 60% of the shares allotted to him under this 
agreement and shall not sell or transfer the same on or before the end of 
April 1974". This agreement further provided that time should in every 
respect be of the es·sence of it. By an endorsement on this agreement made 
on the 28th February 1973 the completion date was extended to 30th April 
1973 but save for this modification all the terms and conditions remained 

40 in force. On the 27th February 1973 Fu Chip applied, through their 
secretaries, to the Far East Exchange Ltd. for quotation of a proposed new 
issue of shares and publicised this proposed takeover and the acquisition 
of other property to be paid for by the share issue. On the 31st March 
1973 Fu Chip received permission from the F~ar East Exchange Ltd. to deal in 
and for a quotation for the new shares. This permission was publicised so 
that if the takeover was not completed public confidence in Fu .Chip might 
have been lost and the value of the defendants' shareholdings in Fu Chip 
eroded. 
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On the 27th February· 1973 the plaintiffs had agreed to sell to the 
defendants for the · sum of $6,300,000 the 2,520,000 shares in Fu Chip 
which they had undertaken to Fu Chip to retain for one year, delivery of 
the shares to take place on 30th April 197 4. This agreement for sale 
is. referred to throughout as "the subsidiary agreement". · It was later 
cancelled because, although the plaintiffs knew at the time they signed it 
that it was a sale and purchase agreement, they were dissatisfied with it an~l 
realized that they had had a bad bargain since they could not hope for a 
profit on 60% of the shares to be allotted to them which wete tied up for 

10 a year. The defendants admitted that it was a bad bargain from the plaintiffs' 
point of view and that it was not an agreement into which the defendants 
would · have entered if they were in the shoes of the plaintiffs. The main 
and subsidiary agreements were valid and enforceable agreements on the 
30th April 1973 the · date which had been fixed for completion of the main 
agreement. The plaintiffs refused to complete the main agreement · on the 
30th April 1973 so that by the 4th May 1973 they were in breach. On 
the 18th April 1973 the first plaintiff had left Hong Kong for Tai Wan 

· where he remained until 29th April 1973. Immediate prior to his going 
to Tai Wan the plaintiffs had realised that the subsidiary agreement was a 

20 . bad bargain and they wanted it cancelled. They further wanted the 
defendants to give them a guarantee that the price at ·which :the shares in 
Fu Chip would stand on the 30th April 1974, because they would be not 
l~ss than $2.50. They had agreed with Fu Chip not to deal with them 
before that date. "f.he · defendants, although willing to cancel the subsidiary 
agreement, were unwilling to give any guarantee and on tQ.eir expressing 
their unwillingness the plaintiffs ·indicated an intention to repudiate the 
main agreement with fu Chip. -In the words of the-learned trial judge the 
first plaintiff's attitude was that "unless a guarantee and an indemnity for the 
price of 2,520,000 Fu Chip shares was given by the defendants the plaintiffs 

30 would not complete the main agreement with the Fu Chip." This altitude 
the first plaintiff had made clear on his return ,from Tai Wan, the day 
before th~ date for completion. Commenting on . the first plintiff's visit to 
Tai Wan the learned trial judge has this to say: 

"There is also evidence that by early April the first plaintiff had known 
of the -aJ?proval to deal in the Fu Chip shares to be allotted to the 
plaintiffs by the . Far East Stock Exchange. His departure for TaiWan 
before the completion of the main agreement is .difficult .to understand. 
In this connection I find the second plaintiff's evidence that the first 
defendant did not inform the plaintiffs of the said approval in April 

40 'illogical and unsatisfactory." · 

· and again~ 

. 'The first plaintiff's decision to go to Tai Wan, was made probably in 
order to play for time and to enable -the second plaintiff to start : a new 
bargain. No reason was given for the necessity of his Tai Wan trip. 
It is more inexplicable why he should leave at a time when it was 
essential for him to · remain in Hong Kong to complete the main 
agreement with . the Fu Chip. He knew by that time an announcement 
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of the acquisition by the Fu. Chip of the Shing On shares had been 
made to the public. He knew also that the defendants were anxious 
to see that the Fu Chip completing the transaction. He knew . that the 
longer the ·defendants . had to ;wait the better bargaining power he would 
have in his· hand. In short .he · knew he had the upper hand . over the 
defendants who would have .. to ·agree even if he wanted something more 
than the . original bargain, viz.: . · the subsidiary agreement. . In my 
opinion his threat of refusing to complete was for . the plaintiffs a good 
starting point for a . new bar.gain and his temporary absence a very 
shrewd move." 

These (if I may say so with respect) are very shrewd observations. It is 
important to place them, in perspective and in particular ·in the perspective 
of the learned trial judge's assess~ent of the characters of the respective 
parties. He . clearly regarded the second plaintiff as an unsatisfactory witness. 
The first plaintiff absented himself from the witness-box as he had absented 
himself from the Colony during ·the days preceding 29th of April. The 
learned trial judge describes the respective parties as "both sharp business 
people trying to get a better bargain". The defendants he regards ,as "more 
sophisticated in business" than were the plaintiffs. · The plaintiffs' solicitors 

20 had requested a "guarantee" on the 25th . April 1973 . and on receiving this 
request the first defendant had consulted his solicitors. He had as the 
learned· trial judge noted "proper legal advice". He knew very well whether 
he gave the guarantee or not . the main agreement between Fu Chip and 
the plaintiffs was still valid as a separate document. The Fu Chip could 
have sued the plaintiffs for specific performance or for damag~s. Out of 
the original issue and paid up capital of 12,600,000 shares in Fu Chip 
the first d~fendant owned 6,351,000 shares. In addition he had purchased 
more since the listing of such shares. The second defendant owned 1,500,000 

·shares so that between the two of them they owned . the controlling · interest 
30 of the Fu Chip. By then the first defendant had already set himself about 

in manipulating . the price of . the Fu Ch'ip shares by buying and selling. If 
the defendants refused to give the guarantee on the Fu Chip shares then 
the Fu Ohip shares might drop "a few 10 cts. in price only if the general 
condition of the market remained bullish. It would be possible for the first 
plaintiff to push the price up again with his manipulation. The Fu Chip 
after all is an investment company. AH of its assets consist of land and 
property". The plaintiffs, he ·finds, had as their only reason for asking for 
the guarantee a realisation that they had not obtained a good bargain. 
Their method of getting a good bargain was to indicate that they would not 

40 complete the main agreement with Fu Chip unless they :·got the "guarantee" 
and the sole reason the defendants agreed to give the guarantee was because 
"·the plaintiffs threatened to repudiate the main agreement with Fu Chip." 
This with respect to the learned trial judge is not expressed with exactness. 
The defendants agreed to give the guarantee solely because the plaintiffs were 
in breach of the main agreement with Fu Chip and threatened to continue 
in breach despite the defendants' reque'st to them to complete. 

Unfortunately the plaintiffs' "calculated risk" or belief that the value of 
the shares might only drop by 10 cts. -or so was unfounded as is now 
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history the boom exploded and by the 31st April 1974 the shares were 
worth 36 cts. only. The difference between the price of the shares as at 
$2.50 and as at 36 cts. represents the $5,392,800 making up the judgment 
awarded to the plaintiffs. 

The notice of appeal adumbrates 11 grounds of appeal and the 
respondents' amended notice four grounds. These however may be 
conveniently dealt with under six heads or issues. Firstly was the learned 
trial judge entitled to · have regard to extrinsic evidence in considering 
whether or not there was adequate consideration for the "guarantee". 
Secondly was the consideration which he found to exist a good consideration. 
Thirdly was pressure exerted by the plaintiffs on the defendants which could 
be said to amount to economic duress thereby rendering them not liable on 
the guarantee. Fourthly was the cancellation of the subsidiary agreement 
consideration for the guarantee. Fifthly was the execution of an "indemnity" 
also of the 4th May consideration for the guarantee and sixthly if the 
g~arantee was invalid was the subsidiary agreement revived. 

. Clearly if we · are to consider the terms of the guarantee and the terms 
of the guar.antee alone the plaintiffs could not succeed and the appeal must 
be allowed. For on the face of it the · guarantee was given for a past con-

20 sideration. The purpose of adducing additional evidence in this case was to 
show "the real consideration". Suc,h evidence is as a general rule only 
admissible where "no consideration or a nominal consideration is expressed in 
the instrument or the consideration is expressed in general terms or is 
ambiguously stated". (See Halsbury',s Laws of England 4th Ed. para. 1487). 
In Frith v. Frith(l) Lord Atkinson has this to say commenting on rules adum­
brated by Vice-Chancellor Shadwen ·in Clifford v. Turrell<2): 

"'Rules of law may exclude parol evidence where a written instrument 
stands in competition with it, but it has long been settled that it is not 
within any rule of this nature to adduce evidence of a consideration 

30 additional to what is stated in a written instrument.' 

and then adds: 

'The rule is, that where there is one consideration stated in the deed, you 
may prove any other consideration which existed, not in contradiction to 
the instrument; and it is not in . contradiction to the · instrument to prove 
a larger consideration than that which is stated.' 

Their Lordships think the present case comes within that rule, that the 
evidence proposed to be given did not contradict the deed, and that the 
appellant's first contention is well founded.'' 

fu Goldshede v. Swan(J) the wording of the instrument in question was as 
40 follows: 

(1) (1906) A.C. 254. 
(2) 1 Y. & C. 138. 
(3) (1847) Ex. R. 154. 
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"In consideration of. yo:ur haying this day advanced to our client £750." 
These words . were held to be suffidently · ambiguous · to allow what might 
appear to be a past consideration to .be shown as referring to an act committed 
immediately after the document was executed. Pollock, C.B. obsel'Ved at 
page 160: 

"The expression 'this dai · may mean something which has been dorie or 
which is to be done this day. Evidence may therefore be properly 
admitted to explain its meaning, though not to contradict it." 

Parke, B. observed: 

"I am of the same opinion. I . entertairied some. doubt at first, whether 
the consideration which appears on the face of this guarantee was 
sufficiently ambiguous to let in an explanation. But, . on the authority of 
the cases of Haigh v. Brooks . and Butcher v~ Stewart, I think it is. I 
think that the evidence was properly admitted . not for . the purpose of 
contradicting the instrument, but to explain the meaning of its terms. 
It was proved that no money had been advanced before the execution of 
the instrument; it must, therefore, be read as pointing to future advances: 
and there is nothing inconsist~n t or unnl:!;tural in this construction." 

. . .. . 

It will be noted that in paragraph 6 of the amended statement of claim the 
pleading in this respect reads: ··· 

"In the ftirther alternative in consideration of the performance . by each 
of the plaintiffs of their obligations under the said written agreement for 
sale and purcha~e particularly completion thereunder; on or about 4th 
May 1973 the 1st and 2nd defendants agreed and guaranteed in writing " . . . 

The phrase used -in the pleading is "in consideration of the performance . . ,. " 
not "in consideration of the promise to" perform. Mr. Balcombe has argued 
that what the judge found as a result of admitting parol evidence was the 
existence of a unilateral "if" contract and that it was the plaintiffs' case in 

30 . the: court below that the true consideration for the guarantee was completion 
of the main agreement' with Fu Chip. He pointed . out that the learned trial 
judge had noted that this was the argument advanced by Mr. Gittins on behalf 
of the plaintiffs. It is also· to be noted that the learned trial judge had held 
that: · · 

"In the present case the extrinsk evidence purports to explain that the 
consideration which was described in the guarantee as ' having agreed to 
sell' in accordance with the terms of the main agreement on 27th 

40 February 1973 was in fact an executory ·cmisideration of 'agreeing to sell' 
or 'agreeing to complete the sale' on the 4th May 1973." 

I am not convinced that the admission of the extrins:lc evidence neeessarily 
has. the effect of changing the "guarantee" into an "if'' contract, but consider 
that the admission of the extrinsic evidence has the effect of proving a con-
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sideration which . is additional to the past consideration expressed in the 
guarantee. The question as I see it, is whether this additional consideration 
is necessarily contradictory of the terms of the "guarantee". I am not satisfied 

· that it was necessarily contradictory. It is perhaps noteworthy that in the 
defence 

1
the matt,er is dealt with in tlus way. A meeting· between the first 

defendant and the first · plaintiff is alleged to have taken place on or about the 
24th of April 1973. (This could scarcely have been the case since apparently 
the first plaintiff was out of the Colony until 29th of April.) However the 
defence goes on to allege that: · 

10 "The first plaintiff further said that the plaintiffs required a 'guarantee' 
froin the Defendants to the effe.ct that the price for 60% of the Fu Chip 
shares to be allotted under the Main Agreement would not be less than 
$2.50 per share for a period of one year therefrom and orally intimated 
that unless such a guarantee was forthcoming the purchase and sale . under 
the Main Agreement would not be completed." · · 

The defence goes on to recite the plaintiffs' failure to complete on 30th April 
and to state that: 

",On or about 3rd May 1973 a member of the Company's staff acting on 
behalf of the Plaintiffs .and each of them met the 1st Defendant and 

20 orally informed the 1st Defenda,nt that the Plaintiffs and each of them 
would · not complete the sale anp purchase under the Main Agreement 

. unless, inter alia, a guarantee was given by the Defendants to the effect 
that the price for 60% of the Fu Chip shares to be allotted would not be 
less than $2.50 .. per share for a · period of one year therefrom . and that 
the Defendants would compensate the Plaintiffs if the price would be less 
than the said amount. 

In the premises, the Plaintiffs and each of them were unlawfully threaten­
ing to break and/ or repudiate the main agreement as varied and was 
attempting to procure a 'guarantee' in the terms aforesaid by means of 

30 . the said threat." 

I am satisfied that the fact of the extrinsic evidence is to show this that the 
consideration for the · guarantee was the immediate completion by the 
defendants of the main agreement of which they were then in breach. I do 
not consider that its effect is to change the nature of the contract or to make 
it any the more or any the less an "if" contract than it would be without this 
consideration but rather that the defendants agreed to render themselves liable 
in the future m the event of the shares not retaining their value as they pro­
fessed to do in the guarantee as drawn and that the true mutual consideration 
given by the plaintiffs was the agreement forthwith to complete the main 

40 contract. The additional consideration to be implied by the extrinsic evidence 
might be expressed by the insertion of the following words: 

"and in consideration of your agreeing to repair forthwith your breach of 
the main agreement by immediate completion of the sale of the said 
shares to us". · 
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Not without very considerable hesitation have I come to the view that this is 
an additional consideration rather than a contradictory one. 

I pass to the question as to whether or not it was a good one. On the 
4th of May 1973 the plam.tiffs were in breach of their obligation under the 
main agreement to complete the sale to Fu Chip. Their breach rendered 
them liable to an action for specific performance so that their obligation was 
a ·continuing one. . Accordingly the question at issue here is whether or not 
performance of an obligation already due to a third party is good consideration. 
The appellants' interest in the performance by the respondents of their obliga­
tion with Fu Chip was considerable and indeed possibly greater than the 
interest of Fu Chip. It was certainly a different interest. The measure of 
damages would be different. Fu Chip if refused specific performance would 
have stood to recover damages based on the difference between the value of 
the shares in Shing On and the value of the allocation to be made by Fu 
Chip. The damages which the appellants could hope to_recover if the respon­
dents were liable to them directly would be affected by or depend on the loss 
of confidence which the public might have suffered in Fu Chip and the 
consequent decline in value of the appellants' shares in Fu Chip. Furthermore 
by promising to perform their obligation to Fu Chip the respondents assumed 
a direct responsibility to the appellants and the appellants secured the right to 
look direct to the respondents for damages rather than causing Fu Chip to do 
so. The appellants were strangers to the main agreement and the respondents 
promised the appellants they would complete the main agreement thereby 
conferring a benefit on the appellants. If · these were the only considerations 
I could see no reason why such a promise could not be regarded as good 
consideration. This was the reasoning followed by Wilde, B. in Scotson v. 
Pegg(4) and I cannot fault his proposition that: 

"If a person chooses to promise to pay a sum of money in order to 
induce another to perform that which he has already contracted with a 

30 third person to do, I confess I cannot see why such a promise should not 
· be binding." 

Scotson v. Pegg(4) followed shortly on the heels of Shadwell v. Shadwell<5). 

That was a case in which an uncle promised to make payments to his nephew 
should the latter fulfil a promise of marriage into which he had entered with 
one Ellen Nicholl. The marriage duly took place and it was held that the 
estate of the uncle was liable to the plaintiff on the promise made. A ques­
tion which Erie, C.J. postulated to himself was: 

"Now do these facts show that the promise was in consideration either of 
a loss to be sustained by the plaintiff or a benefit to be derived from the 

40 plaintiff to the uncle, at his, the uncle's, request, "My answer is in the 
affirmative." 

Later he observed: 
"The marriage primarily affects the parties thereto; but in a secondary 

(4) 6 H. & N. 295. 
(5) (1860) Vol. 9 C.B.N.S. 159. 
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Keating, J. concurred but Byles, J. dissented stating: 

"The well known cases whic.h have been cited at the Bar in support of 
the position that a promise based on the consideration of doing that 
which a man is already bound to do is invalid, apply in this case. And 
it is not necessary, in order to invalidate the consideration, that the 
plaintiff's prior obligation to afford that consideration should have been 
an obligation to the defendant. It may have been an obligation to a 
third party." · · 

And again: 

10· "The reason why the doing what a man is already bound to do is no 
consideration, is, not only because such a consideration is in judgment of 
law of no value, but because a man can hardly be allowed to say that 
the prior legal obligation was not his determining motive. But, whether 
he can be allowed to say so or not, the plaintiff does not say so here. 
He does, indeed, make an attempt to meet this difficulty by alleging in the 

. replication to the fourth plea that he married relying on the testator's 
promise: but he shrinks from alleging, that, though he had promised :to 
marry before the testator's promise to him, nevertheless he would have 
broken his engagement, and would not have married without the testator's 

~0 promise. A man may rely on encouragements to the performance of his 
duty, who yet is prepared to do dis duty without these encouragements. 
At the utmost the allegation that he relied on the testator's' promise seems 
to me to import no more · than that he believed the testator would be as 
good as his word. -

It appears to me, for these reasons, that this letter is no more than a letter 
of kindness, creating no legal obligation." · 

Shadwell v. Shadwell(5) was the subject of comment in Jones v. Padavatton(6) 
at page 621 when Danokwerts, L. J.had this to say: 

"Counsel for the daughter has drawn our attention to . two cases in which 
30 it was Shadwell v. Shadwell and Parker v. Parker. ·· The former was a 

curious case. It was dedded by Erie, C. J. and Keating, J. Byles, J. 
dissenting on pleading point, and depended largely on the true con­
struction of a letter written by an · uncle to his nephew. I confess that I 
should have decided it without hesitation in accordance with the views of 
Byles, J. but this is c;>f no consequence. ShadweH V; Shadweillaid down 
no principle of law relevant to what we have . to decide; it merely 
illustrated what could never, I think, be seriously doubted viz., that there 
may be circumstances in which arrangements bmetween close relatives 
are intended to have the force of law." 

40 {4) 6 H. & N. 295. 
(5) (1860) Vol. 9 CBNS 157. 
{6) (1969) 2 All E.R. 616. 
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Shadwell v. ShadweUC5), and Scotson v. PeggC4) have been the subject matter 
of a considerable amount of academi,; discussion. However notwithstanding 
the strictures of Salmon, L.J. on Shadwell v. Shadwel1C5) in Jones v. 
PadavattonC6), Scotson v. PeggC4) undiJubtedly remains good law. It has never 
been overruled. A number of the academic comments have been reviewed 
by Beattie,. J. in the EurymedonC7) at page 406. Mr. Balcombe conceded that 
a promise by B to A that he B would fulfil his promise to C could be good. 
However although he conceded that such a promise could be good consideration 
he contended that it was not invariably so and that whether or not it should 
be regarded as good consideration depended upon the question whether or not 
it was in accordance with public policy on the facts of the particular case so 
to regard it. He gained support for this contention not only from certain 
American cases and academic comments but also from the early "two party" 
cases of Harris v. Watson and Stilk v. Myrick<s>. These were the famous 
cases concerning sailors who had entered into articles of service on board 
ships and due to varying factors had received promises from the captains of 
the vessels on which they served for additional remuneration for observing the 
full terms of their contracts. It was held that they were not entitled to this 
extra remuneration and that it would be contrary to public policy to hold the 
captains of the vessels obliged to them. In one of these cases that of ·Harris 
v. Watson Lord Kenyan observed: 

"If this action was to be supported it would materially affect the navigation 
of this kingdom. It has. been lon'g since determined that when the freight 
is lost . the wages are also lost. . This · rule . was founded on a principle. of 

· policy for if the sailors were in all events to have their wages and in 
times of danger entitled to insist on an extra cha11ge on such a promise as 
this they would in many cases suffer a ship to sink unless the captain 
would pay any extravagant demand they might think fit to make." 

In the other case Stilk v. Myrick(S) again the promise by a master of a vessel 
of an advance of wages to a sailor ·tor extra work during tlie voyage was held 
to be void. Lord Ellenborough observed that he recognised the principle of 
the case of Harris v. Watson as founded "on just and proper policy. When 
the defendant enteryd on board a ship he stipulated to do all the work his 
situation called .upon him to do". If, suggested Mr. Balcombe, ·the rule that 
the performance of an obligation already owed to a person cannot be good 
consideration for a fresh promise by that same person ' is based on public 
policy a fortiori questions of public policy should. be considered to assist in 
determining whether on the facts of the particular case the performance of 
an obligation already owed .to a third party was good consideration for a 
fresh promise by the person sought to be made .liable. In further support of 

. (4) 6 H. & N. 295. 

(5) (1860) Vol. 9 C.B.N.S. 159. 
(6) (1969) 2 All E.R. 616. 
(7) (1971) 2 Lloyd's Law R. 399. 
(8) 6 Esp. 128. 
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this ·argument Mr. Balcombe referred to the judgment of the Privy Council in 
an appeal from the decision ·· of Mr. Justice Beattie in New Zealand Shipping 

.' Co. v. Satterthwaite Ltd. (Re Euryinedon)(9) w~ere their Lordships had this 
· to say: 

"The following points re·quired mention. L In their Lordships' opinion, 
consideration may quite well be provided by the appellant, as suggested, 

· even though (or if) it was already under an obligatjon to discharge to the 
carrier. (Ther~e is no direct evidence of .the existence or nature of this 
obijgation, but their Lordships are prepared to assume it.) An agreement 

10 · . . to. do an act which the promisor is under an existing obligation to a third 
· .party to do, may quite well amount to valid consideration and does so in 

the present case: the promisee obtains the. benefit of a direct obligation 
which he can enforce. This proposition is illustrated and supported by 
Scotson v. Pegg (1861) 6 H. & N. 295 which their Lordships consider to 
be good law.". 

The repeated . use of the word •· ''may" · coupled with the use of the 
expression "quite well amount" and the expression "and does so . in the present 
case". indicate that their Lordships had reservations as to whether or not su~h 
an agreement was valid ·in all cases and this passage leaves the door open to 

20 disregard consideration of this type . when public ·policy so dictates. Mr. 
Balcombe ·further drew our attention to ari article by Professor A. L. Goodhart 
in 72 Law Quarterly Review· at page 490 ·where Professor Goodhart quotes 
from an artiCle by Professor Col.'lbin in his Treatise on Contracts as follows: 

30 

40 

"The p~rforma,:~ce of duty would not be recognised as sufficient considera­
tion for a promise if such recognition would be .injurious to· the general 
welfare." · · · 

Professor Goodhlfrt continues: 
.1 ' 

"If this is the general principle which is followed in these cases then it 
is not difficult to distinguish between the · various situations which may 
arise. This has been done in the Re-statement of the Law Contracts of 
the American Law Institute in section 76(a): · · 

'Any consideration that is not a promise is. sufficient . • . , . . except 
the following . (a) an act or forbearance required by a legal duty that 
is neither doubtful nor the subject of honest and reasonable dispute 
if .the duty is owed either to the promisor or to the public or, if 
imposed by the law of torts or crimes is owed to a person.' 

There can be no doubt that it must be against public policy to recogni.se 
that the performanqe of his official duty by . a public officer . inight 
constitute . consideration for the promise of an extra compensation, as it 

. might give rise to the . risk of bribery or blackmail. Similarly it is pro-

(9) (1975) A.C. 168. 
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bably against public .htterest _- to regard the promise of a private individual 
not to· commit a tort or a crime as sufficient consideration. There is 
greater doubt concerning the performance of a duty already owned by the 
promisee to the promisor. - The weight of authority in ·the American 
courts is against its recognition as consideration. Here again there is a 
risk that the promisee . may exact. quasi-blackmail by refusing to perform 
his duty unless he receives addiitional payment. There are, of course, 
situations where such a demand may be made by a promisee who knows 
that the performance of the contract is of special importance to the pro­
misor. On the other. hand, the performance of a duty to a third person 
can be regarded as furnishing adequate consideration without running 
the risk that the promisee may bring improper pressure to bear in obtain­
ing the promise. The promisor clearly obtains a benefit to which he was 
not previously entitled, so that there is every reason to hold that he should 
be bound to perform his own promise. On this point the English and 
the American cases are in accord." 

This last sentence is difficult to reconcile with the statement of Cardozo, J. in 
De Cicco v. Schweizer (10) where he says at page 808: 

·"The courts at this stage are · committed tci · the view that a promise by 

20 A to B to induce him not to break his contract with C is void." 
The sentence I have · underlined is ·scarcely of universal application as is 
demonstrated by the facts of the instant case the. learned trial judge found 
that the . defendants agreed to give them . the guarantee solely because 
the plaintiffs had threatened to repudiate the ·main agreement with Fu Chip. 
Later he expresses the obverse of this statement when he comments: 

· "I am of the opinion that the guaraii,tee was signed by the defendants 
solely to induce the plaintiffs to · complete the main transaction and 
nothing else." 

Still later in his judgment the learned trial judge speaking of the appellants 
30 has this to say: · 

"But I found they were quite prepared ·to take a calculated risk (which 
at that time appeared to be very little) in order to pacify the plaintiffs 
who were abamant." 

By "adamant" here I consider I must take him to mean "adamant that they 
would remain in breach of the main . agreement unless they secured the 
guarantee" . . The whole ,tenor of the learned trial judge's judgment and his 
detailed examination of the facts confirms me in the view that the respondents' 
attitude throughout was "we will continue in breach of our contract unless you 
give us this •guaral1ltee'." Tffis was dishonest. Had a fourth party who had 

40 an interest in, .for example, selling shares in Fu Chip -short urged the plaintiffs 
to continue in breach of the main agreement he would u,nquestionably have 
been guilty of the tort of conspiracy. . As irt was, they sought to excuse their 
dishonesty by suggesting a misunderstanding as to the effect of 'the subsidiary 
agreement. This suggestion was disbelieved by the .trial Judge. 

~10) (1917) 117 N.E. Rep. 807. 
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To my mind to regard as valuable consideration a promise given by the 
responde~ts under these circumstances not so to continue in breach would he 
contrary to public policy and contrary to ordinary justice. For the respon­
dents had particularly by the absence of the first respondent until the 
very last moment placed themselves in a position where a threat to continue 
to act in breach of the main agreement left the appellants with little choice 
but to grant the guarantee. This is the more so since they thought that the 
granting involved little ultimate risk. Mr. Francis, if I understand him cor­
rectly, suggests that this line of reasoning involves a complete fallacy and 
confusion of two things: a confusion of the doctrine of duress with the doctrine 
of consideration; that the question which should be decided when considering 
consideration is "was the consideration good on the footing that the guarantee 
was not vitiated by duress". I have been much attracted by this argument 
but on reflection-am satisfied it seeks to close the door left open by the Privy 
Council in Satterthwaite's Case(9) when the possibility of thete being cases in 
which an agreement to do an act which the promisor was under an existing 
obligation to a third party to do might not -amount to valid consideration was 
clearly envisaged. I consider that to regard this consideration as good would 
. be contrary to public policy particulfirlY in Hong Kong where there is a close 
relationship between the identity of individuals and the identity of companies 
in which they have a controlling interest. The respondents could quite justifi­
ably have referred to Shing On as "our company"; that is what it was. The 
appellants could not as properly hav~ referred to Fu Chip as "our company" 
but no one in Hong Kong would haye been suq)rised if they did; that it was 
wellnigh considered so to be by both parties is manifest by the fact that it is 
in the main agreement that the respondents agreed not to sell 60% of the 
shares to be allotted to them within pne year after the allotment. It is difficult 
to see how Fu Chip as a liniited company would have been damnified by t;he 
. sale of a large number of its shares immediately after they had been allotted. 
'the appellants would have been so damnified because the value of their hold­
ings _ would have been diminished. This they wished to avoid. Hence this 
provision must bave been inserted in the main agreement to protect th~ 
appellants' shareholdings rather than Fu Chip's interests. Th~ main agree­
ment although nominally between F.u _Chip and the respondents was negotiated 
between the respondents and the appellants and _the appellants were cencemed 
in it to preserve not only the right of Fu. Chip bu.t, also . their personal rights 
as the respondents well knew. It is altogether too facile of the re8pondents 
to suggest that Fu Chip had its remedy for the continued breach of the main 
agreement. It had but the exercise pf the right and its attendant delays would 
injure the appellants by undermining the value of ·Fu Chip's shares. The 
respondents were seeking to nullify the possible risk of a fall in value of the 
60% shareholding which they agreeP to retain for a period of one year rather 

· than to avoid the sille of the Shing On shares. They wished not only to 
avoid this risk but at the same time preserve to themselves the possibility of 
a profit on that 60% holding. This · they could not do by the subsidiary 
agreement. They therefore with the consent · of the respondents cancelled it. 
·Having cancelled it they still were at· risk because of the possibility of a fall 

(9) (1975) A.C. 168. 
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in the value of the shares in Fu Chip and this risk of loss they sought to 
obviate by securing the guarantee. I therefore do not consider that one can 
ignore the fact that they obtained th.e guarantee by stating that ·the breach of 
the main agreement would continue .if it were not forthcoming. I do not 
consider that it is in accordance with public policy in Hong Kong .that business 
men should be encouraged to carry on their business in this fashion (particu­
larly in the rather unhealthy climate which prevailed here in 1973 when all 
transactions to do with land were hectic and feverous whether or not their 
behaviour amounted to duress. lt is in accordance with public policy that the 
courts should ·strive to uphold not only legality in business transactions but 
also integrity. To countenance as good consideration ·the reluctant performance 
by the respondents of their obligatiops to Fu Chip would be to countenance -
a lack of that integrity. For my part I would enter the door clearly left open 
in Satterthwaite's Case(9) and refuse to regard as good as the additional con­
sideration let in by the extrinsic evidence. 

I do not find any difficulty in ,the suggestion that consideration could be 
found in the cancellation of the subsidiary agreement. The learned trial judge 
found as a fact that the respondents wished the subsidiary agreement to be 
cancelled any way whether or not the guarantee was given. The respondents 

20 were unwilling to continue to abide by an agreement requiring them to wait 
for a year for payment for the 60% shareholding without enjoying the· possi­
bility of obtaining any profit for wai,ting. · The appellants agreed to· release 
them and that was an end of ·the matter. 

Again no consideration can be fpund in the giving of the indemnity by the 
respondents against premature sale of the Fu Chip shares. They were not 
entitled to sell these shares and the .only reason they gave this indemnity was 
because of lack of trust on the part pf the appellants. The appellants wished 
them to accept scrip for the shares in question in the form of one certificate. 
This they refused to do~ The appellants then suggested that the scrip for the 

30 shares which they had undertaken not to sell would remain with th~ secretaries. 
This again they refused and it was o,n this account that the indemnity was 
granted after disposal of all the other matters. In the circumstances 1 find 
that no good consideration existed fpr the granting of the guarantee by the 
appellants and I would allow thi~ appeal. 

It is unnecessary for me to embark on a detailed consideration of the 
doctrine of economic duress. Suffice it to say that I am unconvinced that it 
can apply in a case such as the present where there was no fiduciary or other 
special relationship between the parties, where they were persons of equal 
bargaining power in themselves, at a'm's length, artd independently advised. 

40 The respondents achieved a superior position here because the appellants failed 
to · appreciate, at the time the main a.greement was completed, the importance 
of having an agreement which would · render the respondents answerable to 
them personally for failure to complete. As I see it pressure exercised in that 

(9) (1975) A.C. 168. 
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superior position, in contradistinction to pressure exercised in the superior 
position resulting from for example some special relationship would not amount 
to duress. I can see no merit in the argument that the invalidity of the 
guarantee revived the subsidi'ilry agreement . I would allow this appeal with 
costs here and below. 

A. J. Balcombe, Q.C., A. Zimmern, Q.C. & Denis Chang (Yung, Yu Yuen) 
for appellants/ defendants. 

H. Francis, Q.C., S. V. Gittins & Andrew Li (Hastings & Co.) for respondents/ 
plaintiffs. 

(Sd.) P. F. X. Leonard, J. 
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1976, No. 13 

IN THE COURT . OF APPEAL 

ON APPEAL FROM THE HIGH COURT 

BETWEEN:- LAU YIU LONG Ist Defendant 

BENJAMIN LAU KAM CHING 2ndDefendant 

and 

PAO ON 

.HO MEI CHUN 

PAO LAP CHUNG 

· 1st Plaintiff · 

2nd Plaintiff 

3rd Plaintiff 

.BEFORE THE HONOURABLE SIR GEOFFREY BRIGGS. 

CHIEF JUSTICE. 

MR. JUSTICE McMULLIN and MR. JUSTICE LEONARD IN COURT 

ORDER 

On Friday, the 5th day of November, 1976 

Upon reading the Notice of Motion, dated the 25th day of March, 1976, 
on behalf of the 1st and 2nd Defendants by way of appeal from the Judgment 
of the Honourable Mr. Justice Li given on the 17th day of February, 1976 

20 whereby he gave Judgment for the Plaintiffs in the sum of $5,392,800.00 with 
interest as from the 1st day of May, 1974 to the date of Judgment at the rate 
of 6% per annum and costs to be taxed. 

And upon reading the said Judgment. 
And upon hearing Counsel for .the 1st and 2nd Defendants and Counsel 

for the 1st, 2nd and 3rd Plaintiffs. 

IT IS ORDERED 

1. that this appeal be allowed; 

2. that the said Judgment of the Honourable Mr. Justice Li given on 
the 17th day of February, .1976 be set aside and that in lieu thereof 

30 that Judgment be entered for the defendants and costs to be taxed; 
and 

3. that the costs of this appeal be paid by the said 1st, 2nd and 3rd 
Plaintiffs to the said 1st and 2nd Defendants or their Solicitors, such 
costs to be taxed. 

-180-

(Sd) S. H. MAYO 
Registrar. 



No. 13 of 1976 In the Court of 
Appeal 

IN THE COURT OF APPEAL 

ON APPEAL FROM THE HIGH COURT 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

and 

I st Appellant 

2nd Appellant 

3rd Appellant 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

I st Respondent 

2nd Respondent 

10 NOTICE OF MOTION FOR LEAVE TO APPEAL 

TAKE NOTICE that the Court of Appeal will be moved on Friday the 
19th day of November 1976 at 9.30 o'clock in the forenoon at the sitting of 
the Court, or so soon thereafter as Co1,1nsel can be heard, by Counsel on 
behalf of the abovenamed Appellants for: -

.( 1) . an order that leave be granted to the Appellants to Appeal to Her 
Majesty the Queen in Her Privy Council from the judgment of this Honourable 
Court pronounced by the Court on the 5th day of November 1976, and 
(2) an order that the execution of the judgment against the Appellants as to 
costs be suspended pending the hearing and judgment of the appeal by Her 

20 Majesty the Queen in Her Privy Council upon the Appellants entering into 
security to the satisfaction of the Court .for the due performance of such order 
as Her Majesty in Council shall thin.k fit to make on the said judgement as to 
costs. 

Dated the· 9th day of' November 1976. 

ANDREW K. N. LI 

Counsel for the Appellants. 

To the abovenamed Respondents Lau Yiu Long & 
Benjamin Lau Kam Ching and their Solicitors 
Messrs. Yung, Yu Yuen & Co. Hong Kong. 
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20 

IN THE COURT OF APPEAL 

ON APPEAL FROM THE HIGH COURT 

BETWEEN:- PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

and 

LAU YIU LONG 

BENJAMIN LAU KAM CHING 

NO. 13 of 1976 

1st Appellant 

2nd Appellant 

3rd Appellant 

1st Respondent 

2nd Respondent 

NOTICE OF APPLICATION FOR LEAVE TO APPEAL 

TAKE NOTICE that the Court of Appeal will be moved at 9.30 o'clock 

in the forenoon on Friday, the 19,th day of November, 1976 or so soon 

thereafter as Counsel for the Appellants can be heard for leave to appeal to 

Her Majesty the Queen in Her Privvy Council from the Judgment of this 

Honourable Court dated 5th Novem,ber, 1976 in accordance with the attached 
Notice of Motion. 

Dated the 11th day of November, 1976. 

To: Messrs. Lau Yiu . Long 

& Benjamin Lau Kam Ching 

and their SoliCitors, 

Yung, Yu, Yuen & Co., Hong Kong. 
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IN THE COURT OF APPEAL Hong Kong 

10 

ON APPEAL FROM THE HIGH COURT 

BETWEEN:- LAU YIU LONG 

BENJAMIN LAU KAM CHING 

and 

PAO ON 

HO MEI CHUN 

PAO LAP CHUNG 

1st Appellant 

2nd Appellant 

1st Respondent 

2nd Respondent 

3rd Respondent 

BEFORE THE HONOURABLE SIR GEOFFREY BRIGGS, 

CHIEF JUSTICE, 

MR. JUSTICE McMULLIN and MR. JUSTICE LEONARD in Court 

ORPER 

UPON hearing Counsel for the Appellants and for the Respondents, it 
was ORDERED that:-

1. leave be granted to the Respondents to appeal to Her Majesty the .Oueen 
in Her Privy Council from the Judgment of this Court pronounced on 

20 the 5th day of November, 1976; 
2. the Respondents do enter into good and sufficient security to the satisfac­

tion of the Registrar in the sum of $30,000.00 within three months from 
the date hereof for the due prosecution of the Appeal and the payment 
of all such costs as may become payable to the Appellants in the event 
of the Respondents' not obtaining an Order granting them final leave to 
appeal or of the Appeal being dismissed for non-prosecution or of Her 
Majesty in Council ordering the Respondents to pay the Appellants' costs 
of the Appeal; 

3. the Record be dispatched within five months from the date hereof; 
30 4. the costs of the Appeal be taxed and paid to the Appellants and the 

Appellants undertook to repay if the Appeal succeeded in Privy Council; 
and 

5. costs of this application be cost,s in the Appeal. 
Dated the 19th day of November, 1976. 

REGISTRAR. 
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THIS c'.ay of: 

t!w pP.rsons whosP n<:lncs <Uli:l .. add~essos ~r~ set m~t: i~ 

·ti10 ~irst aud SecoJJd Column:<> .of' t1;e First Schedule h~•rvto 

(hcr~in~f'ter collectively called "tha Vendors") of' the rir~t 

part TSUEN ifi\N SUJJ\'G ON. ES'i'ATB Cm·!PA!~Y LD!ITj:!: lJ '"these re5istcrcrl 

o:f.fice is situate at 274 Sha Tsui Hoo.d Ground :floor Tsu.-'!1 \·i::.r. 

N.e1o1 Terri tori ·~s in the Co_.lcny of' Hone Koncr - - ~ - -
· ·(l1ereinaft ~r · called "the Company") of' the second part and .r·u 

CHIP INVF.STHENT COi"lPANY LHJITED l':hone rer.;Jsterecl o .ff'i.cc 5.s 

sit;•l'\1;e a. t Ne~.JJ 11'ing Lok Street V1ctorJ.a jn the said ::;.,.t::>r.:;: o . .&-

r!Hl!:P..EAS :-

T'lo~ .. .. .. . . 
~-·-., 

Kong 1d th limited liabil:i. ty undP.r the C{;mpr.,ny Or(i inance ( Ci1'2<:pt.,:.• 

o£ the R:lvised Edition 1950 of' the La1•s ·of' Hon~{ .Kong) and has an 

is$ued !'ihqre capital o:f $400,000.00 divided into lr,OOO or,l )nary 

shares of' Sloo.-qo each all- o£ l\'hich have been iss(l'!!d and a::.•e :fu1.1.f 

paid as rully paid. 

(2} T~e Vendors are tlle roeist.e1·~d holders o£ the .numb<~rs o:f 

the ordinary shares in .. the en pi tal' · ·Of' the Ccmpany sat out ~i'lJO~.:u ··= 

their rcs:>ec"l:iv,. !l!'lma~ j.n the Third Column vf: the First Se:hco.ul(: 

ho:r~ :.c nGe;regating the whoic o:f' the issued ca:p;i.~: ;:;l o£ tl1<;1 Cowp::~ny 

(berei.n<lf'ter coJ.lect:i.vely ca~.led "the sa:i.cl t>h ~, rets"). 

l-!0\o! IT l.S H.r::~.BY AGP.:SED }.ND . DI-~CLAFUi:!i <lS :fo!.lo,;;-s : •· 
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sball be t!;lO, 500,000,00 by t11e allot111~:mt o-r 1! ,200,000 ordin<~•7 

sh:lros__2.·~J~.OO ench in Fu Chip a public compauy, (the J.' :•r•~.iHlS~r} 

·the market value ror l•'u Chip's share for th<" -purposP. of this 

Agreement ~~m.ll be deem ad as $2,50 f'or each of $1, OC sh;;.:t.·e ·, 

J. Tha pu_rchase shall . be completed at the o:ff'i ccs or 

Messrs. Yun.;, Yu, Yuen & Co, on or bcf'ore · the Jlst day o:f l-!arch 

1973 when Fu Chip 'dll procure at .their O\in costs and e~i:penscs 

·and the allotmEJnt gj'' 4,200,000 shar~of Fu Chip to tha . Vcndors 
~ 

1'ree 1'rom all li:e}1s or encumbrances, on or be:fore the Jlst 

. o:f l-larch 1973 • 

....,.-:-'\4 ' "l.!!:>/ The Vendors hereby jointly and S(~vcrally 1~ ar:I:"c>.nt __ to 

.E~-~~~:t~~~- 'ii th Fu ·chip :-

day 

(a) That no person has any. right to call :for th~ issue 

· o:f any shEtres in the capital of' the _Company, 

(b) Tha".; noric ol' the said sharE:s is subject to a:!y ch:::.rg"' · 

lien incu~brances or objection, 

· (c) That the po:;ition of' the Company as at thEo Jl.st d:::s 

o:f J.farch 1973 (here·ina:fter called "the said Date") and 
! 

the earnings o:f the Company i:f any :for the year end~d 

on_thc said Date ara as disclosed in the balance s .hcet 

and pro:fi t ·and loss account o:f the Company \ihi(!l. wil ::. 

be supplied .. to Fu Chip u1ade up , ag at that oat"'. 

(d) That there has been no :nat:;)r.i,al · chi:m~e in the position 

... ~::: prosp~cts of' the Company. sinctJ ·the t:<aid D~ to:! \·:hi eh 

has' not been disclosed to Fu Chip . during the .~-::-;::::·se 

o:f neGotiations, 

·(.,) '.rhe . Com1:.any or :l.ts subsiduaL'Y }1as no·(; ~n(;aj;ed _i:; any 

busipese other than the ac<r.Uisi tion of· th<ll prop~rty 

hereto. 

(1') . The Col"lp<l!ny has Jll) mortr.aeP.s ch·.=tr{;es lic.ns O!" o1hur 
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incumbrances secured OY~lr its proporty or as~ots other 

those incurred ir. the ~rd:i. na1·y- cours<.> of' bus .tness. 

(g) All the rates, property tax, if any, of tho Comprmy 

up to the said Date \dll be paid. 

(h) Save as disclosed the Comp;my has no outstanding 

debts liabilities contracts or agreements apar1: from 

aforesaid. 

(i) There are ne existing service agreements or contr::..cts 

between the Company and any directors or exe•.;utives 

or employees thereof. 

(j) There is no litigation or proceedings outstanding or 

pending or threatened against or relating to the 

Company and there is no such action or any 

governmental investi.ga t:i.ons relating to tha C<;mpany. 

(k} Each o:f' tl-.r:~ Vendors shall retain i •t hi~ tn<..., rit;ht 

in Fu Chip 60% of the shares allotted to him under 

this Agreement and shall not sell or trans:Ce..t· the 

~'ame on or before the cr~d of April 1974. 

(1) That 1:-he Vendors shall re~und to the Pu.rchascr all 

deposit or deposits receiv<~ d by t h e Veuuors :rcr"Ct0 

sale of flats in respect of' the hcre:i.nuf'ter premises 

on completion. 

(m) The Vendors shall complete the said Building and deliYE:•r 

to the Purchaser the Occupation Permit in respect thereo1 

on or before the 30th day of June 1973 and al1 

construction f'ee and other expenses shall be .fully prd d 

and satis:fied by the Vendors in respect thereof'. 

5. The Vendors her-eby jointly _and severally agree to do 

-execute a.ncT perform such further act~ deeds and docum~;>nt~ and 

things as Fu Chip n1ay require effectively to pass tbe ownership 

of' the :;aid shares in Fu Chip :free f'rCirn all chnrges liens and 

c.tl;cr adverse interests. 

6. The said Fu Chip hereby vgrcH~ and 'lllldE:rt.,,J<: ,;_· with th~ 

yendors that Fu Chip will at their ot•n costs and axpenses on or 

be:fore the Jlst day of: 1-farch :1.97J ~rc.cure t.he allotme·nt o:!' 

l:, 200, CCC ordir.e:;:y .::om.JiOH ::h~u:~::< of: J.•'u CP.ip in i'uvour of' t:.ba 

Veudors or tj1ei r respect.i vc 11omj l1PE'l5, 

7. 'r•le said F u Chip hnrcby furt h er ,.,.arrant and nnd~rt.:..ke t·: i ·&.:, 

tht:t V<.:!nuors and their sh.,_reholdt?~s 1;L!a t. l<'u Chip tl.' i ll chsnrvc 
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to bo por.fonncd and observed all contracts which h<\Ve been 

disclosPd to Fu Chip. 

B. Time shall in every respect be the essence o.f this 

Agreement. 

9. The legal costs and expenses and the stamp duty on 

instrument o.f Transfer shall be borne by the parties equally. 

10. All l•m,..ranties undertakings and agreement given herein 

by any o.f the Vendors and Fu Chip shall be bindinff upon the 

Vendors and Fu Chip and upl,n their respective successors leg al 

personal. representatives estates and assi E_-n s and thebene.fit 

of' ·this green1ent ghall .enure .for the Vendors • and thei r cxr· cutors 

administrators and estates. 

AS 1r.f'l'NESS the hands o.f th e parti£! s t ;l"JE: d;ly and yea r :fir::: t 

i 
Column 1 Column 2 Column .3 i 

I 

Names Addresses Sha re 
I 

o:f Vendors of' Vendors Holdin,:;s I 
. ! 

Bao On 

Ho }~ei Chun 

Bao Lap Chune 

2J8 Shn 'l'Gui Road 
Jrd .floor, Tsuen Wan 
New ToPri torios. 

- do 

- do -

'.rotal· :.;. 

1,000 

2,000 

1,000 

4,000 
========-..:.=~- .::.== 

Tl1~ SI·;CQ:\iD SCillWUI.-B ABGVJ~ R8F1';R~~ED '.rO 

The estate right t:i. tlu iuteres t and henc.fit o:f and• in _,\ l l 

That ptcce or p a re"] o f ground s :i. tu a te .l.y:i.nz o.nrl b•:d.n~ r.. t T .s ll<o.n 

Wan and rcgist~~cd in t1~e Di Et.rict Oi·:eicc 'l'suen ~·!o.r .. &S T::!J :::~.: ~-.'.~ _ ?; 

T011~! LOT NO.l85 Together l·:i.tb tlK: mes::.,u a gos erec t ions a1: ~l :; u i L-:'.i : : 

therecn beinr; 2J. stoi•eyed com::-Jne>i·i: ~~ Bu:ilrling Sub.:jcct to rd .. ~ 
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Agreements :for Sale and Purchase a.s entered into bct'!-;een the 

Co01pa::1y and the vii.rious purchaser·,?. 

SIGI\TED by the Vc:.ndors ( '"ho having 

been previously i 'dentified by ·. 

~t' -~ 

)a ¥~t-• 
) . .J/l:f . . in the . .. f. . 

- ~iq'~ presence of :-

Solicitor, 

Hong Kong. 

SIGl\TED by 

for and on behalf o:f the Company 

:in the presence .:·1' :-

Solicitor, 

Hong Kong. 

SIGNED by 

1 .. , 

for. and on behalf of Fu Chip }f.:· 
Investment Company Lj !•li tcd in 1' 

the presence oriiL l;l-h j 
,, ' lr ! /. 

· Solicyor, 

I HonT/1\ong. 

!I 
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-------------- -----------...... 

Dated the 
..... 1/·{..·' -

1 • ' 1 _ .. / <.ay 

(, 

BAO ON and O'I'Hl~RS 

and 

PU CiliP I!NES'l'i.-fii:N'l' 
co;..;pANY LHiiTED 

. 
·~··****~****************«****~·· ·~····•*•:• 

~ . 
f 
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AN AGiiEENENT 
]fl 

made tht. 2] day of F;:.f-. 

~~;.1 /, CJne thousand nine hundred and 
'I l ..:./ t 

seventy-th:cee ..:B:f1l''.·lEEN 11.'1.0 ON ( 0 _!/g...._ j, no HBI c;r,m 
~ {. ?- .f, Y/1 I ( '"' _). >-.J• ) . •• -:.n ( {I ~ 1 ) ) alld r~o LAP c:mr.~m () ')!.. lf-1,.-- all.. of i.'u.2~u 

Sha. Ts• .. ti Rcdcl, Third Fl.oor, T 5 uen \ !an No~-1 T~rritor:H•s :t.l! t.11o 

Colony of' Ron~ Kong - - - - - - ---- ··--;;?- •• ~ · 

. (hereinafter called "the Seller ") of the oiie :part &li.d 1 1 
; j!j 

Lfiti YIU J.,ClfG (ft· J ti·'lsi/i) of' ~-lo.33 lr:n::; JJ~k Str.<'l~-1; . Grl~<!nr! ) I,: 

Fl.oor Vie tor in :i.n tha m:d.d Colnny of' F.cng- l'-ollti H~x ch::-.r. -v - - i-:-
1 
I 

·· (hereinafter called !'the Buyer") of t'l:w other :part. 

shares in the undertaking c-alled f·u cHIP IXV:iDS'lJ.;:s,:\J~ eo. 1/J:·D • . 

(h. . · -rt· · 11 d ;,+.ha. ~"'omi-,.,~ v") ~ i''D \ll 'T:-n -l"!i.~ the Se _1 l~r . ..ere:tna ... ·er ea e " _ v Jl-'-'- • _ .... _, . " J" ~ ~ _ 
/ . \ ·v/ ~ .· . 

h<'tth a£~1''~ed to Fell and .th~vycr ha.th agree:i to buy f:t' Ol!l !~he; 
. I 11<- tr--, 

Seller. the. said sh~r _e
1 

""~;~iJrf,. 7~'q.:;~:terms ~:~nd ccnditions 
. 'I i I - I' 1\ I I 

hereinafter appear·; 611 , , /~-·/ j · 
.- ~ '":'__j.:r~ I . 

1!01·! IT IS NUTUALL;' f.GREED oy a.."ld br::tv;een the pa.:t>ties . !/ _d'' j ' 
hereto as · f allows . - V 

L / Th~--se@) shall sell to the Buyer and the . Buyer 
/ ' \ ........ . 

shall ·buy/from the Seller free from all incu:mbra..llces 
i l • ··re -I , I f I -

/.thy s_~G.,\sYJ.a es i -::i the said Comp<:~cy together \-lith all 
1 ' , I ·~ C .' 

dhridends'·. bonus· and issues 1 if ar.y, accrued or to accrue 
( \.__. ~---7' . 

· 'tQ.E::ceon whether accrl!ed before or after the signing v.f this_ 
I' 

\ i~reement. 
V / 

2. / 1:he purchase price shall be $ 6 • .:3DO;.OOO.OO cah:ulated 

at the ra.te of $ 2.50 per share of $ 1.00 each f·ul]y paid-
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Exhibit A 7-9 
Agreement 
27th February 
1973 

Seller against the delivery by the Seller of th0 Shares 

Scrip in re·spect of the said shares hereby a.greed. to be 

sold together \·li th the forms of Instrument of Tre.nsfer d-..:.J.y 

stamped and signed in favour of the Buyer. 

4. Concurrently upon completion of the said sale and 

purchase hereby agreed the Selle:c- and the Buyer 'tlill proCV.l'e 

a resolution being passed by the Company which delegate full 

power and authority to manage the affairs of the Company to 

the Buyer as executive director '\';hose acts and deeds \•lill be 

b.inding on the Company and the Seller agrees to vote at any 

resolution iri accordance 'tTith the direction.G of t;he Buyer. 

5• The Seller hereby vrarrants that he ha.s good right <>.nd 

full po;.·rer to sell tb.e said shares in the Cor;;.pany f::;::ce :i.'rcr.! 

· 6. All costs of and incidental to the signing of this 

Agreement and the stamp duty on this Agreement shall be bor-·(,e 

and paid by 

AS \JITNESS the hR.nds of the parties hereto the day 

and year first above \'Tritten • 

.SIGNED by the Seller in the 

·presence of :-

Solicitor, 

Hong Kong. 

Sim1ED by the Buyer in the ) J.., 1 
presence of : -; J ;Z-.,_1 l

7 
~-~ 

.; 11 JL/J/J 
. _/ /f-
Solici tqr,~ · · 

I Hong ~~~ng. 
' I 

/ :' 
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The Olalrman 
The LIst lng SUb-Corn m I ttee 
Far East Exchanr,:e Llm lted 
HONG KONG 

Deer Sir, 

Re: Fu Chf 

.... '7th February, 1973 

Llmlted 

We a fnst cted by the Board nf the above 

of ttte D ector Meeting held at S:OO p. m. on M:mda.y, 26th 

Februar , containfng particulars of the proposed new 

Issue of 7, 81 0, 000 shares of the Corr~any and apply that 

quotation of the captioned new Issue be app_roved. 

Yours faithfully, 

jot 1Y1AR~AN & ASSUCI ·\ H:-\ ~ - '· •tt·~ 
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Exhibit AJ0-12 
Letter from 
Marfan & 
Associates to 
Far East 
Exchange Ltd. 
27th February 
1973 

r:·u Cl liP INVCSTMr-f'' lT COMPANY, l . IMITrT) 

MINUTES OF MEETING OF DIRECTORS hELD AT THE COMPANY1S 
REGISTERED OFFICE AT 33 WING LOK STREET, GROUND FLOOR, 
HONG KONG, ON ,V\OI'.DAY, 26TH FEBRUARY, 1973 AT 5:00P.M. 

PRESENT LAU Yiu Long, 
WU Yeh Chow, 
Philip YUEN Pak-Yiu, 
LAU Mui Hin anct 
Benjamin LAU Kam Ching 

CHAIRMAN Mr. LAU Yiu Long took the chair for this meeting. 

A quorum being present, the Chairman declar~d the 
meeting opened. 

QUORUM 

MINUTES The minutes for the Previous meeting were read 
and confirmed correct. 

REPORT AND 
RESOLUTIONS 

The Chairman reported that our Company (the Company) has 
reeelved offers for sale from the following vendors subject to acceptance 
of the Company within the next two days: 

( 1 ) The shareholders holding 1PO% of the 4, 000 shares in the capital 
-of "Tsuen Wun Shing On Estate Co., Ltd." for acquisition of their 
shares in that company. 

The main asset of that company consists of a 21-stor(;y building, 
the construct ion work of which is in progress. A brief 
description of the building is as follows:-

Location: T. w. T.L. 185 Tai Ho Road, Tsuen Wan 

:: ~€' ...:.rea : 4, ~00 sq. ft. 

lilits: Ground floor- 9 shops totalling 4,500 sq.ft. 

1st & 2nd floors - commercial flats totalling 9, 000 sq. ft. 

3rd to 20th floors - domestic flats totalling 39, BBB sq. ft. 

The proposed consideration Is 4,200,000 fully paid shares of $1.­
each In the Company issued at a premium of $1.50 each. 

(2) The owner of 9 and l1 Shing On Street, Shau Kle Wan. 

The site ha·s an area of 2, 772 sq. ft. and Is located at the business 
centre near market and the joint redevelopment plan with the 
owner ·of l'b. 13 has been approved. 

The proposed cons lderat Ion Is 2, 300, 000 fu 11 y paid shares of $ 1. -
each In the Company issued at a premium of $1.50 each. 

(3) The owner of 62 and 64 Catchlck Street. 

The site area-Is 1, 350 sq. ft. which Is near a threat re and opposite 
to the business centre. The plan for construct Ion of 12 commercial 
and domestic units has been approved. 

• •••• .••• ·/2 
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The proposed consideration is 700,000 fully paid shares of $1.­
each in the Company issued at a premium of $1. SO each. 

(4) The owner of 28 Bonham Strand East. 

This is a vacant site of 800 sq. ft. and the plan for construct ion 
of· a 6-storey commercial building has been approved. 

The proposed consideration is 610,000 fully paid shares of $1. 
each in the Company. issued at a premium of $1. SO each. 

After discussion and verification it is hereby resolved:-

That in view of the fact that today's closing price of our 
Company's shar es a.s quoted at Far East Exchange Limited is $2. 90, 
the Board considered that the above offers are acceptable and that 
Messrs. LAU Yiu Long and LAU Kam Ching be hereby authorised t.o 
sign all documents in connection with the above transactions. 1t is · 
further resolved that:-

ja) 41200, ooo shares of the Company of $1.- each credited as fully 
paid be issued to the existing members of Tsuen Wun Shing On 
Estate eo., Ltd. at a premium of $1.50 each in exchange of 
their 4, 000 fully paid shares in that company. 

(b) 2, 300, 000 shares of the Company of $ 1. - each credited as fu 11 y 
paid be issued to the owner of 9 and 11 Shing On Street, at a 
premium of $1.50 each for acquisition of his property. 

(c) 700, 000 shares of the Company of $ 1. - each credited as .f ... II y 
paid be. issued to the owner of 62 and 64 Catchick Street, at a 
premium of $l. 50 each for acquisition of his property. 

(<h ~ ,0, 000 shares of the Company of $1.- each credited as fully 
aid be issued to the O\Mler of 28 Bonham Strand East, at a 
.remh,lm of $1. So each for acquisition of his property. 

There being no other- business, the meeting was closed 
a~ JO p. m •• 

• •••••••••••••••••••••••••• 
LAU YIU LONG 

Chairman 
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Exhibit A13 
Letter from 
Far ·East 
Exchange Ltd. 
to Marfail & 
Associates 
31st March . 
1973 

~~rfan & Associates, 
Room 105 Mercantile Bank Bldg. , 
HONG KONG. 

Dear Sir, 

31st ~~rch, 1973. 

.ftv 
Fu Chip In~estment Company Limited 

I refer to your letter dated 27th February, 1973 
applying for official listing on behalf of the subject Company 
of their 7 ,810,ono new share of HK$1.00 each issued for the 
purpose to acquire properties and the entire issued capital 
of Tsuen l~ Shing On Estate Company Limited as detailed in your 
above letter. 

. I have the pleasure to inform you that our 
Committee has agreed to grant permission to deal in and for a 
quotation for such shares. 

RL/JS/jh 

Your-s faithfully, · 
for· FAR EAST E1CCHANGE LTD. 
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'oim No. X THE COMPANIES ORDINANCE 
Particulars of Di,.ctors or Mmwg.,s and of any changu th.,ein 

P't!!.SUANT TO SECTION 158 

Presented by . , . X\i?zq '· .~\1, .. '¥W?.l . .l.:. ~.Q~.•·. ~~~.,[!·<+ ;:· . .:.:~.~;; . .:~f..~. g<~t.l~. ,l) . .J.'!•.'.• .... . ,., .. .. .. . ....... . ... .. , . .... ,., ..... , ........... . 
.. ....... ..... ...... .. ... .. ..... ....... ... .... .. .. .... .... .... ..... .. ......... .............. ... ...... ... ... ... .... .. .. ...... .. ...... 
Particulars of the Directors or Managers (a) of .. :J:::W.l.\~ .. ~,~~ .. ~ii,J;:,l!>: .9H .~~iU'.,\';1: : .: . i:.QF.l!lltr.t.. k:Ut;r::\'f.P .......... , ....................... . 
• • • • • • • • • • 0 •• 0 •••••••••••••••••• ~ •• 0 • •• • • • • 0 •• • •• •• • • ••• 0 •• •••••••• • ••••• ••••• • 0 •••• •••• 0 ••• 0 ••• 0 •••••••• • • •••• •• •• •• • ' ••• • ••• • • • • ••• • 

and of any changes therein. 

n. prenn& Chri.ttiiD. nt.me or ftlmU 

and S11rname 
(b) 

JAO (or P~\0) ON ( 

:to ME'I CHUN ( 

iJAO {or J?:,o) LAP {or LAa) ClWNG 
( ) 

V'U ClUJ> I~IV.C5TUIDl'T CO!o!~'ANi' LIJ.JL t:.:J 

l.AU YIU LONG ( 

Anr Jormer Chri•tiao Alllllt or nam~· 
or Surname 

N1tion•lit y 

(Signature) . :1?'44. .. .. . ~ .... .. , ....... .. . 

Nationality of orilill 
(ilothcrthantha 

prnrnl Nationality) 

(State whether Director or Manager or Secretary . ~~!'.0.': ~-~~ .. . .. ........ . 
Dated the . .. ......... : ..... day of .. , .'~>~~Y.~ ... ....... .. .. . 19 .. 'P .. 

U1ull Ruidtntial Addr•u . 

Ilo.2,!l Sha Taui . 
no~d Jt•d floor 
'.rsuun linn 

- <.10-

- rto-

No. J3 liinr-.; Lr.-lc ~tr·'~ 
Ho:1;; !Ccne 

i:o.l:S2 Tin tlau To~plc 

Othcrbuai~~.euocC'Up•tion or 
Direrlorabip•,if•nr. 

11 none, lhle 10 
Id 

ilous~uif'v 

Horchant 

llO:'l.•.! l-'ltd; C-1, ll!tll u .. rcll:lllt 
·rl·oor :3u!lu:lit Court U< n:: 'K<mg 

Fee $5.CO 

ros:!.!!:'lotl on 
/5/l97'JJ 

-do -

- do -

a;:roin t .,cl on 
/5/197)J 

- c.!o -

0\ 
0\ 



Exhibit AJS 
Sold Note 
1Oth May 1973 

,~ t'N S 1~ R U l.i .:: H T : 0 F 1 
'TRANSFC:R ENDORSED l SOLD NOTE 

I, PAO ON 

of No. 238, Sha Tsul Rd., 3/F., Tsuen Wan have 

sold - 1, 000 - shares in Tsuen Wan Shlng 01 Est 

Company, Limited for a consideration of HK$1, 823,6 

0-\} ··i?Jlr) 
.... ................ 

(PAO ON) 

SoLD . NOTE. 

r---------- / 
I eutify :hat the 2um ~ $.11?.-:$2 ...•••• 
hu t-n peid in ;eqosc1 o]~""'~ Oety 
(Cl ,_. lf-J. .:1. ;:,\ •:•, I 

-~ ~~--------"""- ... c t.'7.¥r1-j. 
of No. 238, Sha Tsul Rd., 3/F., ·Tsuen Wan. have f 0 HAY 19J· A/ 

I, PAO LAP CHUNG 

sold - 999- shares in 

Company, L·imlted for a consideration of HK$1> 8 

-200-



?f{" ~~/;e eelq,; ~k~ a~ ~/u k r/ /~ tHI /~ 

~~~~-~-~.! ..... ~.~.?.~···-.. ·-······ ~~~~ ~h~ a~ ~ ~~ ~ .. :..~.~~~--~-~-~----~~~~---~-~---~-~.:.':~~ 
Co., Ltd, o'f No, 274 Sha Tsui. Road, Grd. Fl.oor, Tsuen Wan, Kld, Hongkon 
---·n-••••---·-·--'"·---••eoouooeoeoeuoon-•-•••••••••••n•••••••••••••-•-u•••••••""-•••-••U•u•••·---·-IN-••-•-·---•••••••••--·---

H. eu~Un~ ~K·'JF~x~':Udx~ ~uH~ a,.,;unM ~ /?~:? %,? 
~~~One mi.l.l.i.on, ei.ght hundred & 'fi'fteen thousand, three hundr~d & 

•- ••••••-·--·-•••••-•••••N•u••-•••••••••••••-·-••••••••••u•••••-••u•••..,•••••••••••••••.,.•••••••-•••u-·•--••-•••••••u••••••••••••••-"""u•-· .. •••---

twenty onl.y 
--·••--••••o•o•ooou o•o• •o•o •••••--oueooueoou .. u-uoo••-••-"•••-.---•-••-••-•Uooo••••••• ••-••o-_ouuoo-oooooeooooou•••,...,..., __ ooo•o•--••--•••••-•••-•••••-•••--•-

HK$ __ l.='=s=1=s =· ;,=2=0 ... o ~=a--, For THE HONG NIN SAVINGS BANK, LTD .• 

SOLO NOTE 

I cenif:r that the cum .: ·i1i'5.1~ 
h&ll beeo ·~ • ;;· · ·•·••• 
(C/ J'!Clti:.J..Jn.... !:,~~~~ ~tr.:f-1p Octy 

I, HO MEI CHUN it Ne .••• ;r: ••• ~.) :f'iz:di··~·· .. · ·· . ,_~ &1~··_:;: lr 
of No. 238, Sha Tsul Rd., 3/F., Tsuen Wan, have 1 0 HAY 19'J3 "/J 

sold - 2, 000- shares in Tsuen Wan Shing On Estate 

Company, Limited for' a consideration of HK$ 3, 64.7, 340.--. , 
~~ 

. ("'~ f:;r-e, . I , .. t. ') . '-:?7 ~~ ' 1\ I ~ ~ ~ 
'"· . ~, ' -A.- . J1 :;{ ~1.-- ··'"''{ .,-l; .. / .. r-J:., : ,v 6~,~ ............. _l_.... . ~ __ ,{/ t -~ (? ·' ·' 

(HO MEI CHUNJ . -·~· . .:.'-?". 

-201-

Exhibit A-16 
Sold Note 
1Oth May 197: 



Exhibit A-17 
Sold Note 

of No. 238, Sha Tsui Rd., 3/F., Tsuen Wan have 

sold -one- shares in Tsuen Wan Shing On Estate 

Company, Limited for a consideration of HK$ 1, 823. 67 • 

•I I: 

. ~ i f2 . .. c= ............ ~ 
(PAO LAP CHUNG) 

-202-



~iiuutes of' <1fl };::::traordJ,nary Gouernl Hul•tiuc of tho ~mbors o~ 

tho abovcn"lmorl Comp:.my held and covonod nt it~ ro~istered 

ot'fico on Honday , tlto ;rotb. clay or April 

·Pre~eut a.-

l~o i-iei Cbun 

IT W.\S lJ~ANH:ou r;LY RE.SOL\rED as :rollows a- · 

"1. Mr. l-~nt:J On war; eloctod Chairm:1n of tlJc ~l(!eting. 

2. That tl:o tt-anst'er of: eharos t:rom the oxi"'tint;: 8hareholdor,. 

of' the Comp~ny a.s rot:l.t! t~red in tho book of the c~.mpany to 

Fu Chip Investment Compnny I.imitod nr.d ~fr. Lnu Yiu l.ong as 

.follows be ::q:.provod by 1:th:l Cumpnny l-
.Nu • . of' ~hares 

•rrnu-"feror Trnns:ferea tranR:ferred 

l1au Cn Fu Chip Investment Co. Ltd. 1,000 

llo /.ft!i Chun <lo 2 ,OGO 

DRo Lnp Chung do 999 

4o - l.::~u \'iu I.oll£: l 

Total a- ,.,ooo 
c:cc=======::u: 

). That ti<e resigu9tion5 tonderau by the Uirocturs, namely 

Hircc tors in placo tlu3root' l•i tt, iromodi u to cf'1'oot. 

/-:tic tl ( sj~"of P(>. 0 a ... ) 
Chnir:otln 
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THE COMPANIES ORDINANCES (Chapter 32) 

Particulars of directors or managers and of any changes therein. 

PURSUANT TO SECTION 158 
Marfan & Associates 

Presented by :Hubi:np cd G) .. plill!Jii tisbJWww II>'!IXI U.:J!l>#l~ltQCI. Solicitors. 

Particulars of the directors or managers of Fu Chip Investment Company, Limited and of any changes therein. 

The present Christian name or 
names and surname 

ack ·(otherwise spelt Jate) J 
CH IARAPURK 

anai CHIARAPURK D 

Brian Shave MCELNEY 

Coolidge CHANG KO-LIP 
( $(_--ij 3.!.. ) 

Nationality of 
Any former Christian name Nationality. origin (if other Usual residential address or names or surname than the present 

Nationality) 

Jack CHIA Thai .Chinese 299 Siphia Road, Bangkok, 
Thailand. 

Donalll CHIA Thai Chinese g:;a~i~;r~i~w~~ho~i~~~~t 
To Kwa Wan, Kowloon, 

Nil British .. 304 Rocky Jobunt, 39 Conduit 
Road, Hong Kong, 

Nil British Chinese 293A Prince Edward Road, 7th 
floor, Kowloon, 

(Signature) Sd./ llligible 

(State whether director or manager or secretary) Secretarces 

Dated the 24th day of May 1974. 

~~·~i=:~;;,"i'f:~;n 
If none state so 

Change~ 

Merchant ApPointed on 
23.5.74 

Merchant -'do-

Solicitor -do-

Merchant -do-:. 

P.T.O. 



N 
0 
V. 

I 

Particulars of the directors or managers of Fu Chip bvestment 

The present Christian name or 
names and surname 

LAU YIU LONG ( ~V Jt:}(: (If} ) 

PHII I " YUEN PAK YIU (I i... Ul~) 

LA U MUI HIN (.~j 1) .ffJ f { ) 

Any former Christian name 
or names or surname 

Nil 

'1H 

Nil 

Nil 

Nil 

' 

Nationality. 

British 

-do-

-do-

Chinese 

Chinese 

(Signature) Sd. / illigi ble 

NationaHty of 
origin (if other 

than the present 
Nationality) 

Chinese 

-do-

-do-

~ Limited and of any changes therein. 

Usual residential address 

152 Tin Hau Temple Road, Flat 
C-1, Slllllllit Court, 14th floor 
Hong Kong. 
802 Kent Mansion, Tin Hau 
Temple Road, Hong Kong. 

901 Caroline l-fansion, Yun Pill/ 
Road, Hong Kong. 

Fontana Garden, 4th floor, 11 
~a Ning Path, Causwway Bay 
Hong Kong. 

!31 Ming Yuen street ~lest, 
~asement, North Point, Hong 
Kong. 

Other business occupation 
or directorships, if any. · 

If none state so 

~lerchant 

Banker 

:"elicit or 

Merchant 

Merchant 

Changes 

Resigned · on 
23.5.74 

-do-

-do-

(State whether director or manager or secretary) Secretarces 

Dated the . 24th day of 1974 

··.·.'-.~. 

j , .. , 

I 
;/ 



rhibit A-20 
~tter from 
ung, Yu, Yuen 
Co. to 
astings & Co. 
Hh Apri11973 

PYaYXH 

M~s~rs. Uastincs & Co., 
Solicitors &c., 
llong Kong. 

Dear ~irs, 

- -- ~- -- , ,.,..,._ ...... . , ... ,.- _.., _______ __.,......; .... ........... ...... ~.-... - · ..... ~ . ...,. .. .. ... ----. ...-.-.~.-. -~ .. ----'"·..- ·· ----· \...-~ 

19th April, 1973 

Attenti.on 1 Hr • . C.llO\f 

,toa 'l'suan l!an Town Lot No.lS5 
Tsue~ Wan Shin$ On Estate C0. Ltd. 

l{8 hava inst.:-ucticns :f'rom HessT.'S. Tsuen rl<=~n Shing 
On Est~:te Co. Ltd. and 1:-u Chip Invo:stment Co. Ltd. to deal 
·with tho above promi sos and are in:f'ormod by J.lr. Pao On o:r 
'l'tmun l!an Shin;~ On thu t the tit le deeds and documents 
rel~t~n~ thcroio ar~ now in your possession. 

Ve should IH.• J:,uch oi.Jli:{uu if' you would kimJly 
arrtulsc to seud us .lll t!Jo title dAods and documente 
l'&l&...tin~ t.ho ... ~e ~c to cnaul~i us to deal w.i th t11 o sawe. 

Yours ruithfully, 

~ ) 
.J l/1_\ 
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,-iASTINGS & CO. 

'·" . . --·· - - ·-
~ t' .... ·. 'lti., 't·••• '" ' · , ;· .. ~ r. :· 

MARINA HOllbf". l.r rL\.~ Cli< 
1~.1!1 CUEF.N ' !:' HCAO. C , 

._ I• PI ..... "G&~ (,.. )!WG· • '"' ' r M a , o ~ 1':0)11!a u' •·r..!•A•tur: ""'"!•t ··::. 
"$LEMI~H" H C.N G KONG ~ : } 0 .... 1 P 1 ., .... ~ I.L • h.;.•L .. .. ) 

, , ~ ___ ,. ._ 

• , I ...... u 
.... . . ........... ••••••· •• h 'l•t ..... ) fT • , : ... , • .. \. ,.,. ,, 

tii U I 111 ; \tt '- t 

~· ·"'. 

YOUR Ru FY: YKH • 

HONG KONG 25th hopl' i 1 1 1~ 7.3 

0 .," . "" . .. N.L/T- '· ·· /CHC':l/73. 

fJcssrs . YUng, Yu, Y~n &: Co., 
Soli cl tors & N otar 1-:: s , 
Hong Kong. 

Dcor Sirs, 

Re: Tsue:n Wnn Town Lot No.l85 
___ ._rs_uen ~~ fll1 s hln g on ~ s to tc c o. L·td. 

erith reference ·to your letter of tile 19th instant, w~ 
l.ll'C instruc tcd by our clients Messrs. Tsll:!.il ~~Ell'l Shing On V.stntc 
Co. Ltd. to l\::!q~ st your cli(mt s Mcssr s • .l!·u Ch~p Investm.::!nt Co. 
Ltd. throteh your goodselvcs to send us on b~hnlf of our clients a 
guart:irtcc frolJl you Clients thnt the in tended nl..Lot.m:::nt of 4=-, 200. GOO 
ordinary <,>hares of {0Ur cU~nts v.ould be of the value of the Sl.l!ll 
$10,500 ,obo.oo os m.;n tl.onc d in th•~ .hgrecm;nt for So~ nnd :t>urchasc 
dated the 27th dn y of F~:!bru nry, 1973. 

We mnll 1::e ro~h obliged to rear fram you nercon at your 
car lie st convenience. 

Yours faithfully, 
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Exhibit A-21 
Letter from 
Hastings & Co. 
to Yung, Yu, 
Yuen&Co. 
25th April197~ 

pc"'-.<::: 

--:~ 
. ! -'~ 

~ ~- _____ _ _ _ ___ ___:_ ________ ,;_:,___, 



Exhibit A -22 
Letter from 
Yung, Yu, Yuen 
&Co. 
Hasting & Co. 
27th April 1973 

l • .L../:1_.-~~.:;c ~~ , ••. 1'7 3 

.L'Y:Y:r:..!l 2'/th .1pril 1<)'73. 

ite:.; .. : ~·s. •lllbtir.Gs ,, >Jv., 
~olicitul.":J, 
llUL:; 6'-V!.&~ • 

4-le: ~'~uen .. :.:~1 ... :0\.:U .... ot; !~o .185 
· ~ :;ue.! '""tj, •. hill :· vJl -'J~t;.tte ~o.Lttl. 

ith refere11ee tr) your l1~ttt::r of ,::5th .l'.pril _l973, 
we are instructed by our client,. ..L u · v!li~ lnvestacz:..t ~0 • ..utJ.. , 
to uraw your client's e~tter .. tions t . J L:ie jn:ovis~don.s contn.:;.jH.>d 
in the ~•e;rcea1cnt d<•Le·:! t~u= :!7til day of .... eurunry ll) 'l3. "thut t1le 
pu:cc!'luse :··rice of .. l0,5:}:J,OCJO:(X) for t:-te shares in :.t.'suen .. an 
~hing vn ~State ~o.~td. Shull be f.nid by the ~lLot~ent of 
4,200,000 .orJinary ::;hnres of .. l:OU each in our client, tbe 
mHrket value for w~icb s4all be ~ecmed as-~2:50 for cvch of 
~1:00 share, to t~~ Ven~ors naned in the said Agreement. 

J•S no provissions huve been r.1ade in the stJ.id 
Agreement for the giving of a guaretr~tee as requested irtEyour 
said letter, our r.liant is Iwt prepared to accede to your 
client's request. · 

Yours faithfully, 

chc 
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.LiL/'r-4-2/CHOw /7 3 
; .,,r/'.'f , ... 
.. ~ ·-1 

he::srs. !Ia.:.;tinr~:.i & C;:., 
.. 1' . .. > ..:~o 1.c1.;orn &c;., 
HonG Kon._;. 

Dear 

R · r ·1 ·~ T .,. 1ns • e. • \· . • ..i.Jot .lo. . . • 

29th April 1~73 

Further to our lutter to ~rou o.f the 27th 
ins-vnnt, Wf; ';Jri te ~a in ftJ::;:'J'a ;yuu thLlt comp:!.etion 
of the sale and p~rchasc he~ein will. take place 
on t;he ..30t~1 l~priL ).97_:S and t!1:J. t our c lit:::nts li'u C!:~ip 
Inve:.3tment Com:pa.'1y Li1;1ited 3re ~t all timer> vlilling 
and able to couplcte tile purcii~se of tr;c above 
propc!·t.:r in .:tccorduncn \-Ji th t~1e tl.1ri:>S cf tae 
.:Agreement for .;.;ale nnd Pur·chase. 
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Letter from 
Yung, Yu, Yue 
& Co. to 
Hastings & Co. 
28th April 197 



Exhibit A -24 
Letter from 
Yung, Yu, Yuen 
&Co. to 
Hastings & Co. 
4th May 1973 

••i:!.Sr.;.. · &.~!..tin.;j::> ~- L:o., 
;. C 1 i C: .i. LCL" ~ 1 
ilon9 i~ .... ug. 

A llL n t:inn: J·:r. L!'-.m.: !I in Y,-:!u 

~e are in~~ructc ~o ~ut · on record that despite 
re?t:~t~ .:1 rc ~ .U-t:!i t~ 1 your cl icr;t5 Et::~!:ir:::. f-i!o ~ - n, Ho i··:ei Chun 
...:.nd ... •.o L<t.~- '-huncJ, \mo c::.n.: lih: !>o::.:llcr~ of 4 ,ocr. !;l:.:.:r.::s in 
~su~n - ·~~ ~hin~ ~n ~~l~l0 ~o. L:.~. h~vc failed ta turn u~ 
to cor.&; .lt:tc the !:>~le !.r~ dccor,!.lllC~ ~~lth tta:: l.:::.r:r;!.> of the 
i"'_;re:o::.:;::ent cntC::rcJ intc: it:; b.;c~n th~i1 .jnd our cl ier1t r ·u Chi! ... 
ln"'.t.:~ tr:.ent <-.o., i. t~ • 

.. c .:.re: ir.~ ~rut.:tc:.;c.: t:.;.; :.,/.iur:; you thu t.: tmle~::; yol.;r 
cllc.:nts ~..:ill in•cr.(:d.!..:~lt:ly tok<.~ .sler.s. to CvfT•i-lt.h: tt.a Sdl0 1 our 
Cli<.:nl w()UlJ ha.:..·\.! n: · .;~1 t~~:n,&li V~ i .-ut tu tuke i · t"~CccdirJ!jS to 
i:rvtt:ct the:!.r o~.;;rl .L" i·_ h t!. .:&n.J to t:n.torct! th.;ir r i ;_ih ts under 
lhc ... .:11~ .:and l urc.h<.J~t:: ,..,:.JCt::.0i:-:cnL ~;,ithout 1urttier r.e;ticc. 

c.c. Nessrz. fao Gn, 
Ho hei (.hun arid 
i·-10 L"-t{i Lhl.lng_ 

Yc.;;urs i'uithfully, 
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::., .. /~ 
l.!od&,\11 Ho }.lci Chun ( ) ond 
}.!r, ]'Soo f.L.OP Clw.ng ( ) G'/-
ot No.~ Sho Tsui Road, -~~r, 7,/',.:­
~suon Wnn, New Territories. 

Re: Tsucn ll'm Shin8 On_ Estote 
Company Limited. 

IN -CONSIDEI!ATION at your boving nt our request agreed to 

sell all at your shares ot md in till sbovo mntiooo d Company whoso 

rogistorod otrico is situate at ·274 Sba TBUi Rood Ground. Floor Tsucn 

Won Uow Torritorio.s _.in the Col~y ot Hong Kcng tor tbc oonsideraticn 

ot· fl0_,5oo,ooo.oo··by the a:ij.otmn t at 4,20o,ooo ordinor y shares at . 

$l.pO eoch in Fu Chip Investment Company Limited whose rogistorcd 

att'-Do 1ti situate at !ic..33 Wixs Lok Streo 1. Victoria in the said 

Co_lony at Hcng Xmg and thot the Dnrkot Tllluo tor tbc said ordinary 

Bharaa o't tZio s.Ud Fu Chip !nvcstmmt Ccmpony Li.tlitecl shall b.o 

doomed as -~2 .5o tor each ot $1.0() share UQdcr .an .igrccD!n t tor lisle UJi 

purchoae made between tbe psrtios thereto and doted the 27th d:ly 

ot February lg?3, wo LAU nu LO!iG ) at No.l52 Tin Hau 

Temple Iload, Flat Cl, Summit Court, .14th Eloor in thc Colony: ot Hong 

Kowloon l.!orchsot and B1!:NJ'J.l!IN LAU· K.W CBING ( lot 

No.31 lo!ing Yuon Strea t W'ost, · Baec~mnt in tho so.id Colcny ot_. Hons Kong 

our ... Ush ilitio s·,Jiol!e~. 

Doted the 

SIGN!':D by tbo Sllid Lau Yiu Lcng,") 
) 

Bcnjamin Lau Xilm Chin(~ j 
~:lt (tho7 having previously ) 

idcntiticd b7 

) in 

_)he prescnoe ot :-

Solicitor, 
Hcng Kcng. 

I 
) 

l 
I 
) 

day ot U?3. 
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Exhibit 
A27-27A 
Letter 
8th May 1973 

T R A N S L A T I 0 i'I. 

~'ill1G CM . . s.::;cURITY Ci!i?Am' 

{ \ill~G ON · & CC"clPA.U ) 

ROom. 1..203, Chinese D2nk Building, }los.61-63 Des Voeu.x P..oad 
Central; Hong KQng. 

Branch Co~; c/o Sai. Shing Goldsmith No.274 Sha Tsui. Road Tsuen Wan 

(P.M. 12.CJ, H.K. CHINESE BA.l-'1\ BUILDING 
DES VOEIJX ROAD C., 

HO~ KOllt 

Tsuen Wan Telephone: Telapbolle »os. 
5-255444 
5-257673 
5-258820 
5-;258961 
5-258919" 
5-255717 

~--r 21.22..32.. . 
2.14~02 

Hoq~; ll!ong •••••••••• ~·· . • • • • • • 197 

~. !'am, the· Interpreter of 
.Uessrs. Yung, Yu., Yuen & Co • . 

Please allow t.he beerer of" this lattec- to bring back two copies 
previously 

o!' the GuaranteeLsigl:led by u:> and by Mr. Lau Yiu Long and biB brother 

1\Wptlctively. You.r attention ·to this 1s appreciated am will thank you 

later on. 

l'litb regards . t.o your wl!'are. 

'l!ritten bys ( Sd.) Pao 8i .. He1 Cba.. · 
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~hibit A-30 
Instrument of 
rransfer 
~thMay 1973 

I . (v~) .• ·• i'W. DN ............. , ............................................ . 

ot Nc •• ~3S.Sh~X$ui.~Bd.3~.floc:.~PPPP.V~ ••••••• in consideration o£ the 

· s~ o£ Doilars.YP~P~.~P~~Y~~ ••••••••••••••••••••••••••••••••••••••••••••• 

. paid to me (us) .by (name .in £ull).fY.P?fP.~~~~~~1.P9~~~~1.~f~~.r ....• 
·(occupation) ................. , .............. , ...................... ~ •••••• 

ot (full address)!'?:.~;. !1~!18. !<?1<. ~J"-~!31'. ~?N~. ]{.'PB ......... ;, •· •••••••••••• 

. (hereinafter called "the said Transferee") do hereby transfer to the said 

Tr- . h - 10•)0 - h b d ans.t:eree t e ...................... s arcs nurn ere ...................... . 

. . . . . . . . . ... . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . 
stm1ding in my (our) name in the Register o£TS UEN W.I,N SHING ON ESTATE 

CO!>!? ANi LIUITED to hold unto the ·said Transferee h:i.s Executers, 

Administrators or Assigns, ~ubject .to the several conditions upon which I 

(we) hold the same at the time o£ execution hereof,. And I (we) the said 

. Transferee do hereby agree to. take the said Shares subject to the same 

conditions .• 

. 4th May 
Witness our. hands the ........... , ...... day o£ ................. , ....... 19 73 • 

-;;;;.,.ess to the signanire .of 
A ~ I 

I f/.tt.. · O '"'- . /Jft!P'~.-._, (c...._.. ··v····~.C.!I!I ... w ••• . ••• j ..••.•. ... ~.~ ..... ~ .......... . 
•·•···· .............................. ~ .. 
Address ................ • .-•••• • ••••• 

Address ...... , .................... . 
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TSUEN 

1 '{w~> : ~~~~·HR.MI;J .. GH!-1N ••••••••••••• 
1 
............................ .. 

·, . ~~., No. 238 Sha Tsul Road 3 F, Tsuen Wan 

of ••••••••••••·•·••••·•••••············•••••••••••in consideration of the 

Sum o£ Dollars •••••••• V.'\! ~.t;. f,t; .C.fi!.I,v, ~.<! ............................ , ••. 

]'aid to me {us) by (name in full) .. ':'".Y •• <;:.f:l.I.'=' .. '.~.Y.'¥.!?.1"M~t'!LE>.E9.• L TO, 

·. (occu.pation). .......................... ~ ..... , ............................ . 

of (run address) .... ~.~ ~ Y:'!.rl~ .. l_.~q~ .. !? .. ~.r;~.t;!~ .. ?.rl'.\lfl.9 .. f.I,qp,~ ... f:i.o.~g K.,n 9 

(hereinafter called "the said Transferee") do hereby transfer to the said 

Transferee the ••• -.~ .0. ?.~; ........... Shares numbered ........... .. ~· ........... . 

. . . . . .. . . . . . . . . . . . . ~ ...................................................... . 
standing in my {our) name in the Register of TSUEN WAN ·sHING ON 

ESTATE COMPANY LIMITED . to bold unto the sa~d Transferee h1s Executors, 

Administra~ors or Assigns, ~ubject to the several conditions upon which I 

(we) nold the same at the time of execution hereof. ·And I (we) the said 

Transferee do hereby agree to take the said Shares subject to the same 

conditions, 
.. ' 

. ~h ' u 73 Witness our hands the ••••••••••••••••• day o£ •••••••• ~~~~ ••••••••••••• 19 • 

vhness to 'the signature o£ 

... l,I~.L.lp: .. /111.au""'.t.4.~~ ... 
~ = / 

li'rM: 10~110' 'N • • "' ... ··H .. · "; • " .. 0 • ':1 ice ousc S!rect 
. HONG KONC Address....... .. • ........ , ... 

. c4~/ 
.... .... ~:?.~!} ............ . 
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Exhibit A-32 
Instrument of 
Transfer 
4th May 1973 

INSTRUMENT OF TM.NSFER 

========~;f~~~~~~~~i··, 
~~- y ''1' 

WAN SHING ON ESl'~J.E,-C9MPANY LIMITED 
. ··0::!...~> .. 

TSLEN 

===========~====== 

·.· . +:: (we) -~~~ •. ;~. P~<! ••••••••• ~ ........................................... . 
-<.:£;·; No· •. 238 Sha Teui Road 'Third ·Floor Tsuen Wan · · . d. · . o £ h o ••..••..................•.•..•.....•...•.•...... . 1n cons1 erat1on o t e . . . 

Sum of Dollars. Y!1.1.U.e. .1!~~~~ ;'~~ ......... ; ....... · .... ~ .... ·. · ................. . 

paid to me (us) by (name in tull).Ell'.CHIP • .U~V.ES'lm:ll'~.CDMP.ANI.Lilll:!!'&n ••• 

. {occupation}: ................. · ............ ; •••.•••• · ••• ~ •••••••••••• "' ••••••• 

o£ (full address)'& •• Wlli~-L.olr. Sheet. Ho~ Jtang. ~ .................... 0 ••• 

(hereinafter called " ·the said Transferee") do hereby transfer to the said 

Transferee the ••••• -.999 ... : •••••• · ••• ~.Snares numbered •••••••••••••• •• •••..•• 

. . . . .................................................................. ' ........ . 
s'tanding in my (ou~) :~ame in the Register o£ TSUEN VIAN SH!NG OU E:>TATE 

COMPANY LIMITED to hold unto the ·said Tr~~sferee his Executors, 

·Administrators or Assigns, ~ubject to the several conditions upon ~hich I 

·(we) hold the same at the time o£ ·execution hereof. And I (we) the said 

Transferee do hereby agree to take the said Shares subject to the same 

conditions, 

'Witness our hands the •••••• 4tb · •••.•••• day o£ ••••• .1-!ay ••••••••••••••• -.19 7 3 • 

Witness to the signature o£ 
I . 0 " !} ' . . ( / 11 - ~ . ' ··'v··v·--{./.h./1.cr.cv. !.~· ·!····· 

I ~ 
·J • 

·f~:fl~:1us:..,,n·Nci·~· · · ~ ·s ··· 
HON . ·· · · trt'ct 

Address ••••••••. ~-· ... ~,;;:s ........ . 

...... 0. .. ~ .... r~ ....... . 
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,:.·· . 
!. 

r: .. 

INSTRUMENT OF TRANSFEJ.{ ~ Cf)-:-=·::~<--' 
,,:--_..... ·"i ,\ 

================== ti<_:· . ·~~J·.-· 
TSUEN WAN SHING ON ESTATE co,\.1PANY LIMITED 

================== 

1 cw~)· ; ... P.A.Q •. t..AP.. ~H~N<;; •.••.•• . 
1 

... ............................ . 
No. 238 Sha -tsui Road 3 F, Tsuen Wan 

· of •••••••••••••••••••••••••••••••••••••••••••••••• in consideration of the 

. Sum o£ · Dollars ....... ~~.'.~~ .. '=~.<: ~.i. Y.~ c;l ................................. , • 

'd . '( ) b ( · ) LAU YIU LONG pal to me us y name 1n full • , ••••••••••••••••••••••••••••• , ••••••••• 

{occupation) ............................................................. . 
No. 152 Tin Hau Temple Road Flat Cl 

of (full address). ••S.U mRJo H. Gc-u r•t•.• • -1·4 t n. •? ~e-o r-.• • +-l'>·r'l g ·K-'3 ,.~; .. • 

{hereinafter called "the said Transferee") do hereby transfer to the said 

Transferee the •••••• r.~!; ........... Shares numbered ••••••••••••••••••••••• 

. . . . . . .. .. . . .. . . . . . . . . . . . . . . . . ... ... . . . . ~ ....................................... . 
standing in my (our) name in the Register of TSUEN WAN SHING ON 

ESTATE COMPANY LIMITED . . 
to hold. unto the sa1d Tr~~sferee h1s Executors, 

Administrators or Assigns, ~ubject to the several conditions upon which I 

(we) hold . the same at the time of execution hereof. And I (we) the said 

Transferee do hereby agree to take the said Shares subject to the same 

conditions. 

Witness our hands the ••• ~ttl •••••••••• ,day of ••••••••••• Ma.y ••••••••••.• l973. 

witness to the signature of 

... -~ k'}. L{l? .. }{i(;JJ,. .... n~ --r· ....... 
. I s l\111.s •• 1.0.8.-.l.lfl: ~Q, ~- )f! . .lf.v~·; • -. :.r~~~. 

H0NG KONG 

6 i :r't\ ................................... 
o\ddress ••••••••• , .................. • 

.•• •b j ..... . ... .. /i, I~ U :Yo . · . ~ • .:. .to 
. { . Witne~~ to the si~nature ofFU CKI~YE TM~~,!H-<. .._,Jj;(' :j'{ L: 

'•' f• . '1/ r . 't ~ 1J 'l l J 
• .\:; ..... r, .. /f• .,f.i~ (/\.,& •1• • • •. • • • • ....... :::.t.:.M~.,.:.o.\. ·"•'·'·'·"'"S:., ... ~!. .. ...,.,, ............ .. .... . 
•' • • o;. • .~ ;; ~1 ; •i-.itl~ •!) , t(l! 'l'lt 'tJ! . ~. ~- . _• ~ •.. • lJr •·rrrm·s 

I ;;J i,C KONG A-ddress .... . ....... 1 .............. . 
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Exhibit A34-35 
Delivery Note 
from Shing On 
toFu Chip 
4th May 1973 -tJ- _f _, 1l J 

, ~)y4Ji·~~~~!W·n<L·h~1t~l:--

', )~JF ~g +~apt 
f;, ~~~ iJ?!-4' 1@ 

?. ~~)~~. ~ \ f1~ 
1 ~_*f1J~ -1~t--, / )\) 

ft~~~f)" 4i ~ 
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( T R A N S L A T I 0 N. 

4 - 5 - 1973. 

Shing On deliver to Fu Chip Investment. Co. Ltd. the following articles 

and doclllllents:-

1. 4 Share Certificates of Shing On totalling 4,()()() shares • 

.c. ~Seal of the CCompany. 

). . ():e chop for use for banking purpose. 

4;; _3 Bu,s.1.ness Registration Certificates of the same form No•324543. 

5· 2 Certifi.cates of incol1JOratioi:l of the limited Companjr ~t: the s~ form • 

6. (lne Cheque Book of Hong Nin SaYing Bank Ch 85601-25 (counterfoils and 
blank che<:?le.s) - 4 \d th account entered. 

1. One .set of approved. building plans of Wing On MiinSion together with 
~lding cont rai:t. 

8 .• One duplicate certificate of Hong Nin Ban.'< 
~on~ deposited HK$1,815,320.00) 

Received the above articles api documents by: 

( Sd .• ) Lau Yiu Long. 

A/C 2826-6 

Exhibit A34-35 
Delivery Note 
from Shing On 
toFu Chip 
4th May 1973 



Exhibit 
A36-36B 
Announcemet 
of Fu Chip 
16th March 
1973 
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TRA:<l5L).TION 

Friday, the 16th da·; of ;{arch 197;:1. 

i'U C!ii? IIIVESTE.'lr CO!PA.l'IY LD!ITED 

l:ha first a:1nouncament of acquiring building sites. 

(1) The issue of 4,2CC,OCG r.<>~ s:1ares of $1.00 each (by tba CompolV) for tbe 

parposa of acquiring all the p&id up shares of Tsuen Nan Shlng.·.Ql Estat. . · 

(2) 

Compan,y 1J;:rl.ted al".d tl-.at tha onl,y propertl' balonging to the said Tsuen liao 

Shi.'lg Cn E<! t ate Com;>an,y I.illitad 1o1as Wing Cn Mansion standing on T.'o- T.L. 

185 situated at Tai Ho Road ;,eotern site conai.sting of an area of 4<ioo · 

square feet. The said ~.f.an.sion consists of 21 storeys now in tb& cou..nw 

·' <>f constraction \dt h shops and dolll8stic fiats and total floor area will 

be 52,800 square feet. 

Tre issue of 610,000 new shares or $l.co each (by the Compa:>,r) for the · 

purpose or acq~iring a piace of vacant la_r.d sitwoted at Ho.28 Bonboa bd. 

:r;;..st, Central District consisting of an area of 800 squaN feet and the 

tenn of the (Crown Z.,asa) is 999 y&ars. It i.s proposed -to erec;t a 6-:eto~ 

co!llllercial building the re on. 

(:3) Tba issue of 700,000 new shares of $1.00 each (by tl:le c(;.,pany) for the 

_r;..}'ose of acquiring old prem!.sP.e knc...,· !IS Nos.62 ~ 64 Catcl:dck Street 

Western· District. Tha site wrereof consists ;,f_ an a~ ot 1~300 square 

feet and the term of the (Crown I.eaae) is 999 ·years. It is prop<>eed to ersdo 

=lti-storeyed camiercial alld rssidenciill. building the..-,. 

(4) The issue .of 2,300,000 new share of $i.oO eaob (by t~ C~)· for the 

·PIU'!'ose of acqdri~ old prelllisaa _k,.,.; as Boa.9 and 11 ShiJig .Oft street; . 

Shauldwaa and tbo right. alii pri:rll.egea of aal iD 8 bod.ldiDs -......t. iJ; . 
· joint. · ·· . · · . : .. 

conjunction with No.J;l in tiJeLbui~ project.. Tba_ aite wboreof comat.a 

of. an are~ of 2,100 edd sqll8re ~!!•t. apd, tbe tel'll! ~r(t.he cro.n, La11H) is 

~50 ye_ars. It. is proposed to erected mUlti-:etoreyed COODercial ~nd 

residentla.l building thereon. 

The above-.rentioned sh&rea shall hi>ve :~qual right. _arid · pr.i.vUege of t.lie s~ree 

of oar Com;>an,y alreacty issu~ or those share.s, ~he .. capit&l thereof baa ~~J;8'!0T 
ooen fully paid up. 

The issue of new shares by way of acquiring .;,;.,.~ · the abov.,...,ntio~ 4 ~~~ · .. . 

have bean submitted aiul applied to tre Stock J>xch•nge for a,d ·on )>ehalf .. o:r t;,. 

t~nl'l'l'"lottrlr ih ... t.hH nnrnosA of the aame #.Oi.rut to the pub~c ~rket ~rdi%:8· ,.B :r:iuaai~. 
or application being granted by tha Stock Exchange a.-.1 the Res.ol~Ucil of 

the SJ"'iiai meeting or ·ta. shareholders b .. ! ore ba<:omillg e!ted;,be. 

It is estimated by the Eoard of Dl.rectors that tbo _pro.f:l.t:s ·before tbe 31st_· 

day or }larch 1974 \dll he greatly incrsaaed, becausl'· .of the C<lalpletion or .. . 

such acquiring ulller the above-<nent.ioned 4 ite,.... 

ar OJ.der or t.bo BOard or Directors 

HARFA!l ~ ASSOCL\T&S 

Secretarlee. 
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Exhibit A36C 
9th February 
1973 

T!-..: ~ir..:clu~; ur Fu Chir L:v~~a:n~r,t CJinpJny Ur.a~~.:t: { .. t!li! Company") wish 
w ;:w:·:n:.1.:c :h:.!l lli..: Cun1p.1ny h ... ;J cn t: r:J inlo fo ur ~vr.:r.t! i.!gr..:emcnts .to :~.cquir:! 
the! wlh,l~ i'\.SH1.:tl !l.h:uc .::Jpital La T'.iu::a! \Van S!unc; 0:. fstatc Cvmp:.lny llmitcd aml 
!Le fut:~·· .... ing p•op~.:rtil!!l. fiDm 1h..: u;;J.:-ml;!":ll!on:::d Vendors for thl!' tot:.! 
1.:on:.iJ..:r.•tiur. o:· SI'J,5.:!5,000 which w1ll b;: S:Jlbf~U by the h.:iuc of 7,810,000 
sh.ucs ul Sl ..::h.::. jn th..: Cvu:_pa:1y ... cr~.:t.iit.:d. :JS fully plld at $:!.-')0 ClCh. Full det::Uls 
t(;ctl!\\1 :!r:: sCt Ul!l hcreundl!r. 

I.. T.\:h'n W~u1 S!tin~ O:t .Es!J£:.! Cmnp:1ny U:nit::J: ·~· . 
Tl...; c .. ,ni •: ::-~;: will is:m:: 4.~00.000 s!::\ri!'S of Sl eJct\ in exdl.:.tnge for 4,000 
!l.!ur..:s uf $100 ca..:lt fu!ly p:.tiJ of T!;uen W:m SJUng On Estate Comp•my· 
Um:;'-'J f::..·m.; tJ..: whnl..: vi it~ i~u.~:d CJ pitll. Tl"'.is._comp::ny WJS inco·rporatcU 
Oll th..: ~-lth U.1y uf IX.:cmL~r, l'J70. :.w:J owns a pis:cc. oi va.l~bll! bnJ s.itLCJtt i 
ar T.m·.:~: \'.':Jn To·w u Lot Nu. 1S5 whkh sit<: compr~ of ilpprox.lmatcly 4,800 
s~1:1Jr~ (c;:t .m whi..:h <! 21-stur\:y ..:mupvslt~.: buihlll1g_ having :1 houl floor are~ 
flf ooppro:\..imat-..:ly 5:::! ,800 StitWrc: f..:.:t h in progress. for ui.e purpos.: of res.a.L::. 

· The whoh: buHJir.g is cxp~cl~t.l lo be compictcJ in or ilbouL A~~t, 1973 • 
.., fu......-u Ll;iU ln~·~~tr:lcnt Company Umit.!d, .Qwru:r of the: propaty known JS 

Sdtion fi. oi Slwuk;iw>n Ini,nd .l...;t No. 4 ' " (Nos: 9 and I I. Shing On 

1 Strcct);-:-
11~ 1! • Cvmp-.. ny bs . ..:n tl! r.~:d L'lto a..'l Ac;rt:emcnl for ~le and purch.J.sc for the 

· purer...:..~ from the :.~bovcnuml!IJ o~ t,l!r the .:aid proptrty at the pric: of 
·S5,750,000 whid1 \\iil be s:ni>r:~o:~ b;i tiu; issue of 2,300,000 <hares of SI each 
in the CurnfQny Ch.:lliteU <.tS full::· .,.:.:a~U. ;:t S:!.SO c!:.!ch: 
TIC~ sit.: (l>lilfiiG~s of aprr·~-~m:J. c~!y '2,77"2 squJre r.."';!:t en whidl a six 

· Ci.,m posi a~ b;.!i!UU:~ P...:t\'in!: J ~vwl fll..'l~r arc:1 of :.:ppro...x.izn:uely 9.395 sql!.alc fec:t 
is gvtu~ to ~ conSliU<=t~!d ;:,;, th\! purpwc cf r~h:. Tru: whole buildi.~s U 

' c~.;>ct..:1~tl to L~ .::omph:t..:U on,·.; bcfu:-c Dl!t.:Cmbu. 1974. 
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·:.~ ~~ ":.-

. 3. Loun0 lion C!tcung •nd I..Ju Yiu !.<Jr.~. owners of the proporty l<nown il~ 
&;cl ion D of !nl:mJ Lot X\). M7~ (Nu. 2H livnl~lJll Strand Ust):- · 
1"h~ Cumpany l'us cnt<rcJ into an Asrccmont forsale and purdllsc [Of !he' 
pcrob>e fro m 11"' ubovO!tlamed owners t.O: said proj)«ty at lhe · pri~ o~ 
Sl,525,000 which wiU i>e s;~tisfi.:.d by the isoue cf 6!0,000 shouei of $1. cacb in 
ltt:! Comp-!nv ~reditcd .as fully p.'l;1 ~! .i2.50 "each. . 
Tb' ;i :c curnpri:.!s .:.; apPJol.:im:u.ly ~U !><jU:.rc fll:l on whi<4 -~ ,SIX >i.urcy_ 
cunuucrcial cumpkx luving a tot>i )luur area of 3,700 sqUare feet 1.$ going to· 
be constru<lcd for the purj)OSC of reSile. Comlructioll work is ill erosr= ao4 . 
. is rxpo.:rod to compl<t~. in about .Novcmb.:r, 1973. 

4. L&u Yiu Long, ChuuiChi Chik and Poqn Yin Kal; OWJZn of !he propesty 
· known as Thi! Rcrri,inin; Portion of Jnl.:rnd Lot No. 5986 al!d The Rcmaininc 

Portion of ·lnland Loi'Na. 5985 (62 and 64 Catchick Street):..,. . 
· Th:; Comp:rny bas entered inl<1 aa Asr~- for ulc •!Ill pua:h;ue-{Gr "-· 
purchase · from the abQvenaJI!cd owntl3 lllc Aid proptfty at . tbe price of 
Sl,750,000 which will bo satwiod by lhc Will o( 700.000 l!auca of RNCII.a 
the Company crcdit.:d as fully p;~id at $2-SO cadL 
.Thi~ oite c;umprisos of appro~ill>;Ucly i ,300 aquar~ fect'IIR wblcli a siX 1f0N1 

·· bui\ding having a lolal floor ~= of 4.600 :~quare 'feet ~ to be ~ru<:ted., 
· Cmls.iructian work will commence :won ·and is Cl(pcl:ted to complete about 
December, 1914. All of the above new sha~ will raiU: pari paU~J with the 
exCiting shares of tho Comf<lny. ApplictliOA I\Oll bocn m:ulc to th:: Commit:cea 
of the r•coSJli>cd stock cxcluns~~ for permiuioll to dc:ol m and ··qll<»atioR for 
lh•. new >l'ur-. now b.: in~ is.ued. 

A :'<.llu•tion lj;u been ctUS<:d to be m>di In mp«! or JU tht s:~id properties by. 
Hong Kans Aur:tio.1e:rs & E.tote ~ency Urnitc_d or Zn~ ~larch, iSl73 as. 
follows:- · 

(J) Tsucn IV:rn Town Loi No. 185..:. · SI0,560,000 
(b) &ctian D. of In!ond lol No. 878- $ 1,750,000 
{c) luhnd lot Nos. 598~ ond 59H5 R.P."- $ 1,760,000 
(d) S!.tukoiwan lnlond Lot Nn. 444 &ction A :J.r.d D ~ 5,750,000 . 

Aftn Jh:: - · ~·quhition of u~ sJ-... ucs: jn the o:~bovc m::n tioned COmp:lnics 3.nd lhc 
.s.:tit.l · p•ui ·'-11 1~'!1 , lhe C\'Tn f'Jny wiU h.:.~vc an issuetJ sture c.apit:l of $24.610,000 · 
UiviWcU into :!4,6t0,00U ~~~res of .St c=:~ ch. UJSCd on lhc profcss.ion;U YJ.Iuatiori 
of the prupci:i~s. 1hc Company's lac:U as~t~ will be over $35,000,-)0Q. Th.a 
cJrnii1 ;_:s p.:1 ~.iu r~ for lhe yeu \·ndirig 31st t.~at(.'h, 1974 ~ill be subsunt.Wly 

.mt.£ ;! (~Ufl tlt.. t forc~st in rh:: Pru~r\!~H•s t.fa tc:U 9th February. i973. . 
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Exhibit A37-38 
Letter 
4th May 1973 · 

ri~ii .. i Ho Mei Grt.th ( 
l~r. Pao t.a:p ChuQg ( 
~o. 2'1+ Sha. '!'~ui Ro:Hl, Ground 
T$uen ~an, . 
New T~~rilories. 

) 6!'1d 

) ' 
:f] ~}or~ 

'Re •· ,.-,.e ·· ··•- ·· "h'1·- •·n •~··t ·, te .. c.'---· ··!1. :Yo;J.I.J'~ "- '·"~ '··· .. 
-~~--~---- -·----··---

· iH COl:~:~~D£fL\.TICH of ~"OUJ.. i1!--- .'\r:i n9 at ou.t*" r'=:qur-:-.j t 

agreed to sell "ll of your .f;h2-!:es of Hrd in th<:: a1:oc.:.ve Jr.c.~•li.: .i~):."''· ' 

Comp.:·my ;·:hose regi~tercd office is situ;:-t(! at 2'i•1 !::ha '?~;u~. 

·Road Ground Floor ':i:-sucn \~an Pe.,.1 'l'crr.i.tt•ries in the Colony of 

. Hong Kong for the Cvn!Sicle·rc;. tion of ~ j_O' soo, ono: 00 by trH.~ 

. allot:mc-mt of 4, 200,000 ord:i.n<1ry she>res nf $1.00 each ~-n Fu 

Chip Inve~br.ent Company Limited \·Jho[:<~ rP.g:i.sb.•.t·ed office l.s 

~;ituate at i~o. 33 ',!~n·g Lc.k <>J:.::rE.:et Vlct.C;rin .in (!1<-~ so.i.d (:r,J OllY · 

of Hong l~ong and that the mcrk•=t v::1J.ue f0r: t.h<! ~~aid o.n•::. n~ry 

s:·aares o£ the s~:i.d Fu Chip )nvestment Co,npc:my l·imitr:.:d ~h<1).l 

.be deemed as $2:!:>0 for euch of $LOO sh<J~re uadcr (in Jl.·~:rN~mcnt 

fo;- s ~1 c. ar•d p1 ·,rc:h ; ·~e tei.ldP. } '~ ... t' ·.rr .... c!':!; t}~e p:.u:· ti \~ ::; {:.h -~:-n 1-:r-; .:; ' .. ·.\ 

dated 'l.~l'le ~7th dc:y o[ Fe:tru<:try .:1973, we LAU YIU LOi'<G 
• -.,v 

of No.152 ?in Hau Temple Road, Fled: Ci, _. S&J;·,iin.it 

Court, 1'1th floor in the Colc!:y of I-!cmg Koug !":crdw.nt. .md 

.. 

BENJAMIH Lii.U KAl•\ CHING ( ) of No. 31 !Hnq Y\len Strect 

\vest, Basement in the said Colony of Hong Kong t-1crchar.L the 

directors of ·the · snid Fu Cld.p Investwcnt Company l..in'lited 

HER~ny · ACHEE Mm 1.':iUARi1KTI::f.: tlfe c::losing market v·~] ue for 

2,520,000 ~hares (being 60% for the sald 4,200,~00 ordinary 

shares) of the said .Fu- Chip ~nvcstraent Company Limited sh:::l11 

be at $?:50 per .:.hure and t:hat the tot.cl vulue of ?,520,000 

shares slic:;.lJ. be of the .sur.l of HK$6·,300,000:00 .on the followiz.9 · 

marketing date immediutely after 30th day oi April, 197~ 

AND \'lE FU.R'l'HER AGR~E to indE·mnify and keep you indP-::on:i 175.ec1. 

=-·";.:~ ·.:..l•St c..r:y damag~s, lo~sc:=; · an~ · o.ther 0Xpen~;es· \-Jhich j'(n: n~ay 

incu~ or Bustain ' in the event of .the closing rnQriet ~rice fer 

the shares of Fu Chip Inv~s t!l'enf COii!pany Li"ri1i ted accon1-:. no;; tc:• I : 

The F<ti: .East fxch.J.nge Lir:lii.ed . sholl f.:l),l short. of th<:: SI~:.: 

$2:50 durir:g the ~;a1d following maJ"l:etin<j date ' ililrriedic.!_•.;.<•. y 

~ftc::r th'-'' 30th dt:;y of hpriJ , 1974 Pf{QVIDEU :,r.'::_;,ys th:: t if 
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~ ... 

.\·:c \Ieee called upo!:.._!:o jndc.~l: : r.if:;r you fc.1r the:: di!>CL"epm~cy 
bcb:ccn tJH, ·m,irkct v~lu.:: and tl1.:~ suid total value of' 

HK~:6, 300 1 COO: 00 \o!e f h~d 1 hav.:.: L he option of buying :frc.:m you 

the sald 2:520 ,uOO slanres of Fu Chip Invc.:strr.ent Company 

l.iu.ite:.:l ut. ~1-i<: 1•::-i\.:C! of l:i~~G,3:.W,OOO:OO I?HOVIUI:D J'UR'.L'iU;R 'l'HA'l' 

r.t.culd the c.:lo~ir.g J•WJ:I:ct vnlw~ of the ~uid 2, 520,000 shar~s 
in Pu Chip c:.:cc~d t.b:z; ::.u1n of $Z: ~;o per share on the fcllcMin~ 
date irnli.edia tel.~· nft,:r thl~ 30th April, :i974 you .f;hall be at 

lil:--erty to ciisi)O:;c th~ zamc c.s you may think fit AND \·i£ FUf<THER 

1\Gilt:f.; Al'W tlNDERTAIU·: t.hat \-JC l-d.ll, not vm:y or change .the name 

of the- Huil<l :i.ng kno"!rl as 1-JING ON BUILDING ( 11t·*··. ;J.~), ) eJ.·'ectcd . 
on ~·sur::N HAN 'i'm'iN LO'J.'. N0.105. 

D t _, t'" .) .. l...fi..:. d a cu ·,.c~ ... · ay 
SIGNED liy i:i:~ ~~.:id Li::m Yiu 
Lon.J, Bc.mjm .• .:n Lau l(arr. Ch.i.ng 
(they hi:! v ill'.f pr~v low;;l y b~~~. • • t • ~ • .J 1 ,; . I 
l.O~n l.r l.C:••.· ~)'J /L .. ·i . . • ·- .... · .... - . ..,_ .. .. . ,;1 ~.. . (;:- ~ 

in the p~escnce of :-

) 
) 
) 
) 
) 
) 
) 
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ExhibitA39 
Letter 
4th May 1973 

'fo:. I·:ef;.tf.'~. ·La,J.! Yi1• Lon:·~ ~·ncl 

'J.a.'c-C ~ Clliu ,~, 
ri<•. 13 ~ ·!in ;,; l..ok :.;t~''JHt 1 
Cr·o lll1.:1 l~l o or, 
JloJft.~ · 1\ uu!:. 

·J:t:· Ct"•i~ :;rn:::nA:ri:O!·i ui: Y'''-lr i:tl :~ r.:tnt~cinG i:c .. us i ; J1:.~ t. tht· -;,r-..luo 

o.r :! 1.520 1 000 slHtrc•'i o:!' Jo'u t:ld!' :fnve,;tmtlil1: COI~tp< •.ny LiJ:d.t.<:d on t!:c 

. ,.,~ · 1·l~atin:; cl~tc :h::-i<•·Jintcly :l."ollo11i.ni~ th., 30th dny of' J.pril, l~>71r 

S~•:.:ll not lJ;, lcl:JS t.luou .~2 • . 'j() :f'CI1' ~'nCll o.f itli t .l.OO l3l'. ~:l'C!i UJ-'00 tht! 

tC:l"'il:.i und c.:ond.l tiuw:; t ·lao1•uin L'l•mtioncd, '\o 1 tho und crsi.~lu.:d llcreb'.' 

·,1Ciint.ly caml so,•nr:.lly AGl:i;::.:: J,:-."!.1 CTUA.!tAN'l'.:::F: t1mt c•.ch of' utt shnll 

J•otnin ih hit: or hc·r tl\:n l'i!~ht in Fu Chip InVP.!':t.mollt Colnpun)' · ],i;;;i 1.•· 

6~ of' tilt. Hl:n.J•as nlluttctl to tHl undar nu ACJ'OilJn~nt datcrl tlao 2'( 1:11 

"ay o"f' Io't•brunry, 1973 tu1d s1H..ll ;1ot srll or trnnllf'cr tho swue on 

or b4.d'ora U"tc cncl o·r April 1974 r.nd t.o indew.·dl'y nnd kaop you 

·1nc!o1unif'i~ld :frm•t J.mc! ·n§ain!>t uoly loss"s 1 dah!a{:es nnd 11xpans~s in 

eonnttct:l(ll1 thernui tlt and if' you should dj sr;ovt-:r that we or rmy ''"(' 

.or, un h;.-.r.l i:t•uns:f(,l'l'l'd aolcl or othur1tia·o disposed of' the \:hole or 

eny pr.1·t ot' ou•· :<<lid 2,.5:w,ooo shnX't!~'> (ur.:in~ Co1•tificrata s.~ri;tl 

n~a.09G!)l to :1.0'91.0 :i.uclusivr.) at nny time p~·ior to the St~i. cl _30th 

d~ty ut: Apl'il l 9•tlr you slmiJ. hav"' nn optJ.on to lm)• ba.e;ic frona us ih.:>. 

sadd ;(,•;201 000 sht.r,•s(bein~; SAl'i.rtl ~i.:~s.9o5:r. to 10910 :l. ncl~tsivfl) 

~~t ~2.50 CJuch at any time and. i· ·, nny lrlanucr you may dcot:t :!'it c.nll 

upon uot:lco (either verbnl or in liritini) t:ivcn uy you t•> nny on(' 

~. (which shall be '~oorued sti'f1'.Lciont notico to evel'Y ono or us) 

intim&tinr. your intP.ntion to oxerc:lsG your option, Wt'! . horohy j.:d nt J 

tmd sevorull}' ·undortako to clctlivt'r to you tha orieinal shAl'es 

Certif:icnte Nos, 96.51 to 10910 incluoi ve togothe1' with the 

J.netrtu'l.ctntfl o£ t·L•a.wsf'P.r nnct solrt notoa duly sicncd 1'or the 

transf'(·~· o"!' thosuid · 2, .520,000 slmrel" nf' Fu Chip l'11vcstmeut 

Co1nptuay Limi tod to you or you1• n<>minoo a~;ains t puyuumt oX the 

purchase J>rice lwi thin throo days f:rom receipt of' your notice. 

•a.toct the .f-r·lv.I.i...,day .r /tl?J- ~'73. 

- - - - - - -- - - - - ~ 
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TRANSLATIOR 

DAO. HBNG BANK LTD. 

HliJID OFFICI. 11010 rao 

PAY HOOG KOOG OOVI&~Nl' 

H. 1. Dt.WES F..'XACTLY 29184 DCLS 00 CTS 

MAT 1973 

016 
451 

A/C 10. 9200 _ 2 

atap dllt.7 paid. 

(Cbopped) (wiji a. s.O#Jii eo.> 

( Sd. ) , P&o .IJlp Chung 

(Set.) Ho Nel Chun 

11 ·243440 " Ql6!1 4.51 1J 000 2918400 " 
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Exhibit 
A4242A 
Cheque 
11th J,uly 1973 

/~.~ D1-~0 HENG .. __ B~\NK _LTD .. A~.P'/ . H~•\0 ;OFFICE/ HCNG I<ONG 11' ~ .-:.; . 276485 . . - Jt. J,. 
·~ ~~?· 51 CA,,- . . .. _· ·. :. . . . · · :: ' ...... .. : ... , ···········-·---~-.;-.. i 1 .JUl 1973 

/. "'· ;' '···/~ - · . •. . J.;ft ... f....,: . . . l .·l .. : ... . 
'-'.!- l.., . ... / ... '. '"r~· .... ..-, -~ ....... t.c~.· ... -:.r·.r;"' . . . . . ..... . . .. . . . 
~ .. /1'"'1 : /~f · • 1 ·1'/.'·v . . r,-.._ .• , ... ,.... r ··· •·.. ... .. -- . --~ ·· ... ·~-~ .. _,_ -;J'/;; .. :;.....J.!.ij~ - 1/L.J .. ,,..1 · ·: · fl .... _~.-.: ,.:..~---.:....-_· ·""'~ -:-.. ___.·-:.::-:-.. -:-. .:____;._---:.-;:::::::::::.:::::=::::·~~~::.:.:;~ 
.!} if. ~~~--··· .... ::- ~·-· £. ".1 .rt [~·1· . , '•( ./ll.:"'J'-,1:::::,")!· jri·u ~' /' "~ /''') .·"'T.' ,;..c · · · I$ 4---r.r-lc::::>-? I ~ 

H.K; OOL.LArlS A l·~ ' · . '" I -;•. .(1 r. '·' ·l -' 1di.:d..:UIJIL.·•·• L--' J . ~ I ::J' -~ 

:::~.: ~-~-;j:~·?: :-:: ~\.:· ._ ::~:-:~·:.£~:.:.. 

016 

19._ 

ft 

I 

. ,,~,_?r.r..as_"·_o _~ _b"'_~s~·= _ ()~: ~7:i/l~fJ~--?~a .. · ... 1 

(TRANSLATION) 

DAO HENG BANK LTD. 

HEAD OFFICE, HONG KONG 

No. 51CA 276485 
11 JUL 1973 

PAY YUNG, YU, YUEN SOLICITORS' FIRM 
H.K. DOLLARS EXACTLY 4757 DOLS 00 CTS. 

a/c No. 9200- 2 
stamp duty pa;id 

"276485 •• . 0 16 " 451 " 

or Bearer 
$4,757.00 

(Chopped) Wing On Securi•ty Company 

(Sd.) Pao Lap Chung {Sd.) Ho Mei ( h, 
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,_::,tc,t'eate.f1.'C oa O"<<'"C~UW.H."t Jt L 
. Houg Kong, 12th July, __ ... . zo7U 

Messrs. YUNG, YU, YUEN & CO. ~ ~ ~)-
soLICITORS & NOTARIES _:_ Sf- ~ 

\'ung Kwck Yu• 
Yu Ping T sur.g 

Re: 23_~ ... "':'.'~ .... ~.?..: Lockhart .~?a_~·- · 
Philip Yuen P~lt Yiu 
Roberl:: Yung Ka Yuen 

I
. By amount received 

230 Ground Floor 

I 

First Floor 

Second Floor 

Third Floor 

Fourth Floor 

Fi:fth Floor 

Sixth Floor 

from various Purchaser, 

1o,ooo.oo 11 

1oo,ooo.oo ~ 
90,ooo.oo 
44,ooo.oo , 

z4li,ooo.oo li 

I 1o,ooo.oo 
15,ooo.oo 
1o,ooo.oo 
25,000.00 
6o,ooo.oo 

s,soo.oo 
11,ooo.oo 
:u,ooo.oo 
27,500.00 

. ss,ooo.oo 

1o,ooo.oo 
-~?.ooo.oo 

52,ooo.oo 

Js,ooo.oo 
14,ooo.oo 
~e.-w... 
s,ooo.o.o 

~oo.oo 

. ~~soo:eo-
"t '-'s' .. ...;"'l."""'(. ""1J 

13,ooo.oo 
13,ooo;oo 
25.200.00 
1,2oo.oo 

2,ooo.oo 
4o,ooo.oo . 
zo.ooo.oo 
62,ooo.oo 
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).L-\...'\:\"!:"\G HOt'::iE. Edt FJ.OOR 
7=:I.:=:?:IO:'I: ES: 

;G=e:-W •.•.•• 2.:~!36 15 Lio.e-Jl 

1 

ii 
!I 
I, i . ,.., . ooor· 00 

~ 
l'j" I • 6o,ooo~oo 

I 
V 55;000 00 

V 52,ooo oo _ 

/,.)_ t:· ~~~'::;" (..; 

69;250 00-

,. 
61,200t00 

V 6o,uoojoo 

Exhibit A4345 
Statement of 
Account 
19th July 1972 



Exhibit A43-45 
Statement of 
Account 
19th July 1972 

Seven t:h Floor 13,ooo.oo 
13,ooo.oo 
i:Z 12oo1 oo 
1,2oo.oo 

~ght:h Floor 3,8oo.oo 
3,000.00 

13,000.00 
lt8 1 2oo,oo 
6e,ooo.oo 

Ten-th 'f·loor &: lOt)! :floor 2s,ooo.oo 
or 232 lf9,000.00 

9,ooo.oo 
s,ooo.oo 

__!!.21 ooo·. oo 

(;not> 
1¥0,ooo.oo 

Eleventh 1,poo.oo 
5,500.00 

E. (:/ . 0. E. ..,2f!_ • .J.Q_O..LO-~ 
I b!t , 8fl\l • GO 

/ 
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Re:~2?.L .. 2.3..~ .... ~~.C:~.l>.':.":~ .. . ~~"':.ci ..... 

232 Ground Floor 6o,ooo.oo 
l!o,ooo.oo 

12o 1ooo.oo 
22o,ooo.oo · 

. First Floo:- 14,471.00 
15,529.00 
io 1 ooo.oo 
o,ooo.oo 

·s 8 cond Floor 

Third Floor 61,25o•oo 

Fourth Floor 1~,ooo.oo 
2o,ooo •. oo 
io1 ooo1 oo 
s,ooo.oo 
~!'1t--

ftf'th Fl.oar 1o,ooo.oo 
J.o,ooo.oo 
2:1,000.00 
4s,ooo.oo 

Sixth Floor 2,ooo.oo 
.5,ooo.oo 

J.:J;ooo.oo 
17,000.00 
,o,ooo.oo 
T,ooo.oo 

Seventh Floor 1o,ooo.oo 
1,ooo.oo 

lao1 ooo1 oo 
.51,ooo.on 

l:J,ooo.oo 
la2 10oo1 oo 
62,ooo.oo 

.Eighth Floor· 

lCinth Fl.oor 1a2,ooo.oo 
20 10001 00 
62,ooo.oo 

11th f'loor 1,()90.00 
s,soo •. oo 

l:J,ooo.oo 
lt~ 1 J00100 
6 ,soo.oo 

~o~!i::!dB!~k~:d~ongl.~~~ooo.oo' 
f'or repayment so,ooo.oo' 

J.oo;ooo.oo" 
4oo.ooo.oo,... 
7oo,ooo·.oo 

Amount released to you )lto,ooo.o~ 

E. (:1 0 . • E. 
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"7001 000JOO 
,; 34o,ooo (0 

! 

----------------------------------------------------------

22o,oootoo 

I 

I " 6o,ooo.oo 
I 

v 47,J8sloo 
I 

" 61,250~00 
I 

I 
k 6.5y000f' 00 
~ p. 14-e ..... ., 

r 4s,oooroo 

I 
. I 

, 67 ,ooo.oo 

)( 62,000 00 

\.. 62,000 00 

&I 64 18oo. oo 
1,7.2,885,00 

Exhibit A4345 
Statement of 
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19th July 1972 



Exhibit A4345 
Statement of 
Account 
19th July 1972 

State.ment o~ o4cccui-tt 

Hong Kong, .. J .. 9.:t.h ... J .uly .•.......... .z?J 7·2 

Messrs. YUNG, YU, YUEN & CO. ~ it gt 
SOLICITORS & NOTARIES ·: ,.. ~ 

Yung Kwok Vue _;. 4"" ij; 

• • "ff1e_:s. .~.':::S. .. ~ .... I.'.~'>. .... CJ.~ .... ~ .. J1.C> .... ~.I.E>~ .. : .(;.~':'":. 
Yu Ping T sung 'IS' :*:. e-
Philip Y~en Pot. Yiu ..::. ~ 
Robert Yung Ko Yuen 1 • 

~L\ .... '--:'\i..'.:G ECt:SB. S:h FlOOR I . 
~~O~"ES: f-? 

\Gcea.:; •.. . . .. ~ {S Linnl ....._, ;IJ: ;f'f 

Balance B/ F I' ,o4~,ooo, ,;oo ;i 1,722,885loo 
i! . Less amount released to you / ; :1 

.. 118 1 200o00 ~-- I 1!,,' 1 11 158,495.00/ I 
v 134,ooo.oo ~ 
c--220.000 0 00/ i' 1 ji 

L•=: :~~ n::: ;• N~= d<obo 6 30' :::::: \ :3:; ;;:,t: ·~~-~~~ 
Less Supervision fee to l 

Hong Kong Go.· ernment 760.26 ~-'"7:-:-::--:7:-:6;-:0:::-1:"::'27-6-+-:--;;c::J;;,.-,;n;:-7-;=-
as per Receipt il.L6Z2Ll_20. i26 ~~ hZi"~,!,~~~i~~ 

- - - ,:-•. =7::-. -8--85==.,1_0_0= 111 

Total amount received ~ 1'~ 

Less amount released and paid [11.672,150 •. 26 ~~ ~ 

BALANCE in your favour ~Jg~!J~)b~ 
I ~ 11 

I Vj; .' f-. !VL .1 
L • ' '1!/V't-. '!;. Ill J j/L, 

I 1 i ! 
; I ' · . / / 

J I ., 
vi_ 

l/ V 

E. & 0. E. 
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ExhibitA46 
Cheque from 
Yung, Yu~ Yue1 
&Company to 
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Exhibit A41 . .,.; 
Cheque from 
Yung, Yu, Yuen . 
& Company to 
Pao On & 
Ho Mei Chun 
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( TRANSLATION ) 

rl . 
I 

I 

1', 

') 
I 
'I 

(We) beg to :rntorm you that previousl,y you have signed a guarantee in 

our favour relating to the shares of· Fu Chip Invest.Dtnt Company Lilllited 

h,eld .by us am promi.sin& to fulfil s·uch guarantee whi~h ~will be expired 

Q.'l the :30th daf of' April this year. . . We therefore write this htter to 
; you, . 

notij)' you beforehand and wishjto att"nd tbtreto thereby enabliJJa us 

~u:ls ··.tbB matter in time. We shall be grateful for the same. 

To 
Mr • .Lau Kam Ching 1lill t~ Assistant Managing Direct.or of 

Pu Chip Znvest~~~tnt. CO!IIp&n7 IJ.ad.tecl. 

Written by: (&!.) Pao On 

(Si.) Ho Hei ChWl 

(Sd.) Pao Up Chwta . 

Dated the 30th day ot March 19?4. · 
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ExhibitA49 
Chinese Letter 
JOthMarch 
1974 
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TW/P-17/€HOW/74(1Jl5) 

Messrs. Lau Yiu Long and 
Benjamin Lau Kam Ching, 

c/o Fu Chip Investment Co. Ltd., 
No. 33, Wing Lok Street, 
Ground Floor, 
Hong Kong. 

Dear Sirs, 

2nd May 74 

Re: Shares in Fu Chip Investment eo. Ltd. 

We set for Mr. Pao On, ~fudam Ho Mei Chun and Mr. Pao 
Lap Chung and refer you to a Guarantee given by you in their 
favour on the 4th May 1973 as to the closing market value 
for 2,520,000 shares of Fu Chip Investment Co. Ltd. to be 
at $2.50 per share and that the total value of 2,520,000 
shares at S6,JOO,OOO.OO on the following market date ~mmediately 
after the JOth April 1974. 

We are given to understand that the closing market 
pr1ce of the shares of Fu Chip Investment Co. Ltd. on the 
f'ollowing market dat.e immediately after the 30th April 1974 
was $0. ~6 r~!" share accord:!.~.!; to the Far East Exch$Dge Limited. 

We are therefore instructed to call upon yov to :ind.e.Dif'y 
our clients as to the loss incurred being the difference between 
the said $2.50 per share and SO.J6 per share for 2,520,000 shares 
pursuant to the said Guarantee. This is calculated at 15.392.800.0t 

We are instructed to inform you that unless the said 
sum of $5,392,800.00 is paid to us on behalf' of our cli.ents 
within the next three days legal proceedings will be instituted 
against you for the recovery of the same witho.ut further notice. 

Yours f'ai thfully, 
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Exhibit A51 
Letter to 
Hastmg&Co. 
from Yung, Yu, 
Yuen&Co. 
21st May 1974 

HONGKONG •... :?J.;>. .t.J:I;;~.y_ ._ ___ ;t.97. .4.~--

Messr~. Hastings & Co., 
Sol.icitors, 
Hong :Ko:!:!.g. 

Dear Sj:s, 

Re: .. 0. J. Actioz:l No.~l59 of 1974 
? ;:, o On, Ho Nei Chun, Pao Lap . 
Chu~g v. Lam Yiu Long Benjamin 
L a u Kam Chi n g . 

1ve a c t for .the Defendants in the above action and refer 
to the Stat e~ ent of Claim :filed herein. 

We huve· been a d vised by Counsel that the Defendants are 
entitled to t~e :following further and better particulars 
before Defenc e :-

Und'-"!._::':;~ ~ .::;rauh 2 .of the Statem.,nt of Claim 

Of the allegation that the De:f"end,ants "agreed and 
guaranteed" that the closing market. value on the f'ollo~ng 
=arketing .date immediately after JOth April 1974 for 2,520,000 
5hares in Fu Chip should be $2.50 per share, please state · 
whether the alleged agreement and/or guarantee was oral or in 
writing; if' oral, specify when and between whom the agreement 
was made or guarantee given; if in writing, identify each and 
every docu=ent relied upon and the date of' execution thereof'. 

Of." the a11ega:tion that tbe Det'endants "agreed to indeiUli.:f"y 
the Plaintit'fs"'• please state whether the alleged agreemellt waa 
ora1 or in wri~ing; if' oral; specifying when and between whom 
the agreement was made; i~ in writing, identi:f"y each and every 
document relied upon and the dale of execution thereof. 

Yours :f"aithf"ully, 
'/' . 1 
l-A'·t·· L:.n Ll. ~ V • ) U . (/r ~ _ -
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?Y { FB}~.-!41.6/7f:/r:<lil22 

T'.-1/P-17 iCE0~/74 {l3l5) 

!~essrs. ··.tuZJ.g, Yu, Yuen. & Co • . , 
Solicitors, 
Hens Xo1:1g. 

Dear Sirs, 

Re: O.J. Action No. 1159 ot 197' 
.Pao On, Eo Mei Cbci:l. 9 Pao Lap C".a'U:l,g 
;r. Lau Yiu Long and Benjamin Uu 
Xam Cb.i:nz 

The .fo-llowing are t!la :further. and better part:icul.ars 
of the Statement ot: Claim requested by your letter- datad 
21st May 1974 and o~dered to ba given by the consent order 
made by ~!r. 1leg.istrar Jone3 on the 5th day o£ June l974. 

Under nara zra-;Jh 2 o:f the S ·tatement o~ Clait;J 

(1) ~"le ag:::-eement and guarantee pleaded in paragraph 2(:il 
of the Statement of Claim was oral; :it was· made ~d 
given betwee:a the 1st De:fendant acting on behalf" of: 
the Defendants and the 1st and 2nd Plaintiff~· acting 
on behalf of the Plaintiffs in the middle of February 
197J tbe e:act date of which t!la -Plainti:C:f's ca:::mo.Z :::o"M 
remember. 

(2} As i:o. the agreem~nt to :indemn:i:f'y pleaded in paragraph 
2(:ii) of: the Statement o£ Cl;.1:L..:. +tle Pla:intif£s repeat '!:be 
particulars given under (1) above. 

We senc you herewith by way or service a copy o:C the 
amended Statement of Clai~ the receipt of: which kind1y aCk­
nowledge. 

Yours :Caithf'ull.y, 

Enc. 
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Exhibit B 
Agreement 
27th February 
1973 

A H A G H J~.: E l': l~ H 'J' (• .r 
f-~ I 

, _(.-(.-- . 
/ :i:·) ~/ One }:':!<1\lr;:,ncJ ninr:: hur.•cJ:~· (•d <HHl 

. ..~ ;' /;.·'~ · /·~ .. ~ .. 
COVt;!lL-y--t.h.r-t•C J 1!};1·\!l~J~~~ t'~.( J ( i .~ \: j\ C / ·· .. · ) , .!!\.' .1':: ·~ · 1 t''. i : l.' · ~ 

(I ~F .,' .J.-) :U; /,., r 1·.1 <' 1.1'/.r.' i; .. ~.~ ;.',-· ) ~1] r'\' ·:: , · .. ::·~~~ .. r· -- -:.~' J· ··. ··ntl I r~ I ... .. ...... ; .• \ ,_ .. J ::..../; .• , •.• . :, 

Sh" Tsu.i .L,r,:l, Tlt.i~ · cl Floor ,;~;tH::t ,_.,,; "\•.>\,• T<.· t ·r ·i t:~·r>/.,, i . ~ · , '·· :l" 

Colony <,f' ll•• :•;; J\onc - -:- - / - - :- •· -- - - /~. - -

(hm~einnftcr cnllcd "the /kllel· ") of t ·:JP urle ~;R/t <J:-J:.'! 

T ·"I YIU . I C'''c ' (jf· '\ ')))!< )~{;;j of i-io. ·n 1{:i1v L.<'L : ·· j :{ '-. ~' :, ~'<•' "''l".i ........ " . . .... . . . -r ~ .... _ . ~ . . . I 
l•'loor V:ict••J'i<l in t.JH, s<drl Colony cf' llo!l.L; ),,_,·· •;·: i·i,: ·cl ,,..,i .. - ---

--<~- · ;_, / 
(hereinuftrn· cal.l•Jd ·'tli,P~ Iluyer/."~\.o'f J;lw ot;/];::r p .<n·'ti. 

'"1' -. ;V' 
" ' . - l I I I 

WIIEJlFJ\8 the Bcllcr -~BJ the \et'::.·; GE'J'cd. l_1of!C:r of · :,-. ~:~ 1, !."K! 

h . t ' } '_I ;.:...:1"· \ r· "~ l_ll ' "I ' ... ·.'., 'J . .,. ··1· · ., ., .,,, <"· 1 ... , s arec ln 1e unycrc<~{l.nc;V __ e<.'_. ... r.' '-' ·•·' . .. , y ... ·:: . . : ... . -· ·· ·-···· 

(here i naft er c? ~e?·-;:xh\[j om~au:r~) ''/' \lil "''"''"' the He: ll <• oc 

ha~h ae;r€ed to sl'.lJ.,:"'nfry:t thf: / Bl.J.yer, hZT':h agreeLl to buy from tl'c 
i '(} -. I 

Seller thr~ sriid shnres upon the'-te}''·' n und ccndj i~iC.lli> 

hereirini·tc,J' : <3Pl)eari"nr;. \ ; · .. _ 
1 

NOW IT I 'j' lU'l'llA rt;r)].;;H~~l. / by a1tl b c t 118 G 21 the n ::u·t jy::; 

hereto a~ foJ lm~:- · · ; . 

1. /he f\'lef s~ari~s~ll to the Buyer aud the Buyc•· 

shall l.> uy J .'~y~e Seller. rrf_e. frma all J.ncumb J" 'J.llS E:S 

the i"' nd slnres Hl thJ sa1.d Company tCJt:;P.the:! ' with all 

d . . d ' 1 \·I . f d t l .VJ .• ell s ::>onus an( ':&ssue?, 1. any, accrue or o accr :.:.!:: 

v1bether .,ccrucd;efore or after the signing of th.L: 
. •J 

..........__) 

2 The purch:.!se prj.ce ::;hnll be ~~u,)OO,ooo.oo calcu:U:t .:: .l 

a.t the rate of $ 2.50 I per share of $ 1.00 each full.y p8.irl-

up \·Jh.P;r·H)·f-- ·0,.... •1-<:-iM:>-&i-t-ir-:..1 --·-- - ------ --- - ·- -· .. ~ha-l-1-.t-:- ·r:":;.i.•-:- r.~~ -- .t:->,:=;· 
I 

-P-u:J ~»·- .~<:: : ~ ~~~ \ ':-l-1 t~ i ,_ / ~}()il- -r-i cr·l· i-!1i';-- -h r.-r..::.:· i.._ ~ i:- ·I -fH -t- ·pt<~:F·---h··:- +n' 

t j C• • j 1 · ~~ > i'.l.,:::: ,-· • ,
1 
:: lf :i • .('.(': •/ .... ·--=-: I 

f{/IF':'C•· 1 : . \'_.? }_·_r:._. ~:: . ~'/cl nnd J'~.l~"'c 1-: .. t ::-~c ~~ha]} b (! ('o:~ · rl•:t!~d or• o1 c 

. :. ';'- f. -: .. t :..... :." .. L'.:.· 

i .. ' .. ; .~'\-.... ·\ .. __ ~_·~0 - ~,- ~r:· .. ·;.· _·,?_: ... :~. ~.~:l· ,ill~l.~Oc·.Ie.'C Lllt.' ~ )!~{ Ji /-,:q··-J.l, ."1 ~l:- .~~ 
' .. . u r ·:~ :, ) ·~:·, !·.,,.r~-0" . j ~·::' ) \•::i.ll b•? J.J:!5.d C:,V 1:~nr.: Bt!yer t.( l (.?,!.':) 

:· i: ~1 I \: ; } I: 
\. . 

l'!hen 
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... _:_ __ ,:_,_ __ _____:_:,_____:____-'------------'~-~-

.,., .. _ .... ·;-·--·· ··~ .. . ----- - -- . 

. . 

Dated the 
•. , J l ' ·, )' t" . 

ay o . o ~. ).11
• • . d f ( -. 197"' 

Exhibit B 
Agreement 
27th February 
1973 

and 

LAU YIU LONG 

-------------:-------~---

. AGREENENT 

YUNG, YU, YUEN & CO., 

SOLICITORS & NOTARIES, 

HONG KONG. 
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Exhibit B 
Agreement 
27th February 
1973 

Seller against the delivery by the 

Scrip in respect of the said 

sold together with the forms 

stamped and signed in favour Buyer. 

of the . Shares 

agreed .to be 

of Transfer duly 

4. Concurrently upon completion of the said sale and 

purchase hereby agreed the Seller and the Buyer will 

a resolution being pass by the· Company which delegate 

power and authority t manage the ·affairs of the . Comp 

the Buyer as executi e director whose acts and deeds 

binding on the Com any ~~~e Seller agrees to vot at any 

resolution in ace rdan~ith the directio~~ Buyer. 

5. The Sel.ler he~ warrants tha~ ~s g od right and 

full power to/ell lz:, said shares in ~m any free from 

any lien or · ·nc~nce·s. 

6. All and of this 

ties hereto the day 

.SIGNED 

Solicitor~ · 
I 

Hong Kong~ 
by the Buyer in the 
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AN AGREEMENT made the 2 
1ft 

day, of F.e/-. · 
f-1 £ One nine hundred and 

seventy-three 1BJ;R'IWEEN ~AO ON ( , 110 HEI CUUN 

( 1{!1)-) ~:-' ro LAP CHUNG . '-'~· all. of No.2)8 

Sha Tsui Hoad, Third Floor, li'tue Wan Nev Territories in the 

Colony o£ Hung Kong - - - - - - - - - - - - - - - - -
(hereinafter ca~led "t~e Sell r ") a: the one part and . 

LAU YIU IJ)NG cit· J •4\:t!~>. z: N•:\:::g Lok Stroot G wad 
~loor Victoria in the aaiJtColony V ong Kong Merch nt - • -

(hereinafter called "thejBuyer"~he other par • · 

WHEREAS the Seller is ; the regi ste~d holder of 
. i 7 

eo. LTD. shares in · the undertalCbg ~11~~\~ CliiP Il\'VE. ' 

(hereinafter called/'th~ ~pany•)' AND WHER 3 the Seller 

hath, agreed to sel and~e Buyer hath agre d buy from the 

Seller the said s are~pon 

hereinafter app arin\U 

NO\J IT IS NUTU LL~~EED by f\o/betw en the parties . 

:~reto as fol
1 
~=~:.u ftn Go'Jtbo 

oo ~·Sell"'k~• fro all incumbrancea 

2. 

at 

~in the ~aid Comp together with all 

bonus and is~ es, accrued or to accrue 
~ 

accr'jtd~ 

nt. ~wr; 
The purchas~\).Yr~ce 

signing of this 

all be a 6,)oo,ooo.oo calculated \ . 

rate ot $ ~ r share of a 1.00 each .tully paid-

~agl-£-QQP~it-Ql- -------------•aa.•-~~--~-~&8 
B Q~tQ.tba-~~wp a-•isa~£s-a~~~~~-~--P~~-~._e& 

n'it.S ·.'V 
tWi.pu.: e · ea. 

~~f"!or.xoar.:r-:';"~:r.\~';::t 

ijGOl;Q=~~fore t>H th A 

~-lJ1ce of ::;:~· 

shall be completed on or 

when the ~~Lid purchase 1974 

will be pa1d by the Buyer to the 
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Exhibit Bl 
Agreement 
27th February 
1973 

Sullcl' nc;aiust the deliver~Y, b;~ the Seller of th~ 8hures 

8c l' ip in rer:. p(!~t of the naid shares hereby H[_Tc.;r~d to be 

so) d toe;cther with the forms of Instrumen;1· or ,_::;~sfc~~ ,dul;_y 

st; a;;.:)ccJ and ~~ igncd in favour of the Buyer. \ -
~ ' , ~~--~ 

~~. Concurrent:~ upon completion of ~h•?. ~~~~~sale' and / 

purclw.se h e reby np:ced the Geller ' D.ncl the Buyc? will · procur<i 
. . . . - ·~ I 

' . I 
a resolution bcinr:; pasne<l by the Company 111hicl~-de1ec;ntc ;ull 

. . / ,.-·· ... -- -; . / 
p01·:c 1.' and author·i ty to manncc th,·{ffnir~·l"f t'hc· CoJ:JJ:: <Y7 to 

" · \ -.-... -~ 
the Buyer u~> execmtivo director }:hose aetl'l_. :a~1d dee~.7 · '-iill be 

bindin(j on the ConlJmny nncl the, Seller ·agrees to v9te at an:,. 

>·e ,;olutiou in occordance "itli the (Vions oy{he B•>yer. 

~ll pp::: ::'~::,h:::b:.:~:::~Ett:: ;z;~:;df:::h~,.::d 
[•ny l:i en or incumurnfcenf /_..~~ ·1 
6. .1\Jl costs of and i1J~ental to the sit;ning <,f this 

ll[;rc0mont nnd t/he .stam\J~ o~~;~;_i'~reeuient shall be borne 

nnd pnid by · ,' ) .~ _ 1 . ., ~""'.'/-/ . · · ' ' 
. ' 'fJ /~ ' 

AS . \.JITNpJs •tl'~~la~<i~~i:) the parties her·eto the day 
I ; I ' 

and yenr f.il/t a,h~~e;w ittcn. 

'.SIGNED .uv the SelJ.o· ~~he j/(/ . . 
" / '/ _fo1/Q -a:;=:=:-

-prcsen_ce o_f :- Qj) > ',~.'-~ A 1~ .-.~ 
.1. --;"')-j: __ (, -.. ') .. ~::- . . .. ' ..... _ ./ ,,_ 

':·'-:-\ . 
..... ' l-y 

"'-,! .:\· ·&._~i.~~;f~ .. , . . 
Solicitor, V . '\ 

Hone Kong. 

¥-)~Jt._ --r/ l 
. . . I 

. . ~ . ;: j 

SIGHED by the 

presence of :-
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2-j-14 
Date.d the / day of IJ .. 

BAO ON and OTliEHS 

and 

LAU Y:tU LONG 

AGREEMENT 

YUNG, YU, YUEN &· CO~, 
. I 

SOLICITORS & NOTARIES, 

HONG KONG. 
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ExhibitC 
Agreement 
27th February 
1973 

T .l ;J ~s th r. 

Pnn th rt• •-· 

t lit' p r. rs on'5 n;-n:!:'!S aud n ddr--n s~ c s n ·• o set ouL Jn 

( h• .. r u iJvd' t;cr coLLC'ct :iycly culled "the Vet~<.lors") o:C t;lw f'.i r st 

orfice is sitn:ttn n.t 2711 Sha Tsui Hoarl Ground floor T:;u0.n !~nn 

,'-:ew TPrril.or:iPs in tlor> Colony of' Hong h<HJ(~ - -

·- ( .liercd. nn l' ~ O!l' C<tlle·d "the Company") of the ::; ecoucl rnrt and l~U 

s llu" t;o at i ~- t•. :n lYing Lol;: Street Victod. r< in tloe s u:ld Colony o.f 

Hon ,n,- holl f; (lwrcinnf'tcr called "F' u Chip") or the third pr>rt 

( l) Tsu"l! ~ .' :1n ~>hin{ : On :U:s t;; tu Compn ny Llmi ted ( lJCrcl uat"ter 

<::o.l .led "ttoc Como.1:-ony") is a private c.ompnll)' :incorpora tell :iu ilone 

Knn ~ ; 1~:i th li11ri tccl J i a hilJ ty unrl n r the Compn.ny Prci:i.nancc ( C;wptcr J:.> 

of tiJP Hcvjsc<.l Editio11 1950 of' the L>ti~S of' .: Ion~ I•ong ) nncl jws an 

issne d s h :>n~ c <> pitnl o.f -_,, ltoo,ooo.oo diviLkd iut<i lt,ooo or<!jnarr 

Sh:"l l'<'S Of' .-;:1_(\(),00 t:> i\Clo all Of' l>'hich h co VC been iSS\If' d f!l!d :1 l'C fully 

paicl a>; f'ully P ' •-id, 

( 2) Tile> \'l•Hciors n.ro tht~ rec;istercd holr!ers of the :nmobcrs o:f 

the ordin r-try shares in the capj tnl of tlw Comp:tny set out opposi to 

thei.r r e spective nn.mos in the 'J'hird Columu of the First Schedule 

hereto nct~rc (~atin~ the '"hole o.f the issu,-,cl capital u.f the Company 

( hcrcim .. t't·~r col lee tivcly caller! "tile ~aid shares"). 

NO.{ IT IS lktv.mY AGR ~;L U AND m:CLAR i;;JJ n.s follows s-
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sl• rd.l bcdUO,)tl.O,CJOfl,OO by th-e allot:meut of .'t 1 20CJ 1 0UO ordin:' l')i 

shnrc(; o.r .;;1, 00 en.ch in Ji'u Ch:i.p n p ubJi.c con:r>Flll)' 1 ( tl.•e Purcl!""r.r) 

tile m:.•rkct v a lue for l•'n Chip 1 s sha rf! .ror thn purpof.:e of' this 

J, T!Je purclwse• shall be complc tecl at ttH) off'i<:EH> or 

I-lussrs. Yun~;, Yu 1 Yuen e;, Co, 011 or before th•.:! :Jlst dny or l\lnrch 

1973 \~hen Fu Ch:ip will procurP at tlH!:ir own costn nnd uxpC'rJscs 

and the flllotment o .f LJ 1 200 1 000 sh: •.rc£ of' l~u Cl1ip to the Ve!lcors 

frP.e from a.Ll lieris or encumhranc •,! s, on or bei'orc~ tlw Jlst c.l.ay 

of' t-lnrch 19'13. 

lt, The Vclldors hereby jointly auct sevt•:rally 1-1.arrant to and 

undertake wit:h Fu Chip :-

(a) '!'hat no p01~son has nny ric-llt to call f'or t.l>c J.ssun 

of HJJY shnres in the cn.pital of' the Company, 

(b) That none of.' the said shares is subject to any ch; • ~. ·c·· 

lieu incUiubrances or objection, 

(c) T.imt thc1 positlon of t:hc Company as at the Jlst day 

of Nnrch 19 '7 J (here ina.t"tP r c;:~ .llcd 11 the !'l;.tid Dn te 11 ) aud 

the enrnings of the Company if nny for the YC!<'.r enrlf>d 

on the said JJate ar£> as disclosed in the balance she•?t 

and profit and loss account of the Company whic :1 ,..ill 

be supplied to Fu Chip made .up as at tht\t date, 

(d) Th;:o.t there hns been uo m1-1tcrinl chan{:e in the position 

or prospt•cts or the Colllpnny since the anid Da. t•.• wilich 

has not boen disclosed to Fu Ciaip durin;; the course 

of' nccotiationa. 

(e) Tho Col!lpany or its subsidunry h:-~s not en~ar;ed in any 

bus:iness othl'!r than the ac,Juisi tJ.on of' the prop.~:<·ty 

more~ spc,cif'icnlly !H•t out j,n the Second Scherlul o 

)H~Tf' l;o, 

(f') Tlw Gomp::lny hn~ no mort(~"e'H' ciJarees J.icnn or· c-l.hc:r 
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incumbrances secured over i tc. property or i-113r.e l:n o t.ili'J' 

those incurred in tiH) ord :iJJ ;~:r-y course> o:f.' busiJJ<''' ''• 

( e; ) All the r:1tcs, prop c·rty ·t ·ax, j"f auy; o .r · tho '-Co;!lpany 

up .to the sr-d.cl Uato will be p ;d d. 

(h) S;n•u as disclosed tlw Comp:ctllY has · no ont~; tand:i.n~, 

d 0hts linbilities contracts or agrccmcr•ts npnrt £rom 

n .f'or0snid. 

(i) Thc~re ·are no existi.nt~ serv.i.c l~ nr;roemeJtt~: or conLr:lcts 

betl•loe n the Compa11y nnd a11y d:i n~ctors or exceuti vcs 

or Cl!lployecs thereo f'. 

( j) 'J'hf>rc :i.:'l no li tig::d ;ion or procc_~ Nlinc;s . outstnndinc· or 

pclld:i.ni~ or · tJlrl)ntcnctl agninst or rclntinG to tll<> 

Colllp:HJY and there is no such action or nny 

c;overn111ental invcsli.c;n tions rul <• ting to tlJe Conm~my • • 

(k) l:::och of' the Vendors .:;hall rnt:d.Jl in his 01vn ric-l!t 

i11 .l~u Chip Go·,;; o:f tho sh~ren a l.l ott'c!d to him uuclor 

tld.s At;rel'lnent and sill'!ll not sell or transfc:r the 

'sn111e on or. be.forl! the end of.' /l.pril 19711. 

(1) TIJ<'l.l. tne Vendors shFJ.ll refmHl to the Pvrchuser <·•ll 

dcpos:i t or d0.posi ts recc:i.V<:)U ''Y t;IJe VcJJdors :for GH.' 

snlc of' :flats in respect o.r tlw lic:reinn f tcr prcmisos 

on completion. 

(m) Tlw Vendors shall complete the S::lid Building and deli,·c-'1' 

to the :Purch."'\ser the Occupi.ltion Perniit in respect tlwrco 

on or bc:fore the JOtlJ day o:f June 197J nnd all 

constritction :fee and other expcust!S shall be I'ully p'lid 

and sntis.ficd .by tlJo Vendors in respect thereof'. 

5. The Vcudors _hereby jointly and .severally ar;rec to do 

execute and pcr.form such :further :>.cts de~ds and documents rtrHl 

things as Fu Chip ma}- require e:f.fectiveJ.y to pass the Ol,'!lC'rship 

o:f ~110 sni.cl ~hares in Fu Ch:J.p :frt>e :from nl.l chnrg<!S liE>ns and 

other adverse interests. 

6. The said Fu Chip hereby aGree anrl undertnl•e with the 

Veudors thn t J•'u Chip will at thelr ol.rn costs and expenses on or 

boi'OJ'C ·(;he Jlst ·dny O:f Jl!nrch 19'/J procure the allotme>rtt o£ 

4,::?00,000 o;rdin:try CPmrnon sh~rcs o:f Fu - Cid.p in .favour of tlJc 

Vendors or the:i r l'Ol'I!_)('Ctivc uond. nt~es. 

7. Tht' sn:i.tl Ji'u Cid p hereby · :furthor w;•rrnnt and undf.'rl.,tkP witlt 

thn Vm~<Jorl" and t!Jc :ir ~h:•reholdc -rs thnt Fu Chip 1d.ll obscrYI.' 

and peri"o:r.r•J _l..ile tc.;nns :nul conrH t. .l (lllS vn tlo!!. p:>.rt o.r ti:1e l_!c.•a•p:qry 
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to be pr~ rf'onuc,rl and obsorved all contrac t.s whicJ.o l1ave bP.Cll 

dif:lclosccl to J!'u Cl!ip. 

S, Time sllall in cYcry .rc:;pect be 1.ltl' essence of' this 

9, TIJP l•)~;n l .cost~ nncl exp e nses :;tlld. tloe stnmp uuty on 

ins·trumcn t. of Transfer ~hall . b e' borne by the p::>.rti<'S eqtu>ll); • 

10. All warranties mtderi;<tld.n{·. s and et(;recmcut given hcroln 

by RIIY or the Vendors a..;d Fu Ch.ip sl1all be· bin<liur: upon tile 

Vendors and Fn Cllip D.nd UJ)llll thni :r. respective successors lcgnl 

personal repreH ent:J.tjvC'n estatns a nd nsni. {:TIS and thcbeuo:Cit 

o.f tllis Ar;rcmncnt sl 1 :o~Ll enure f'or tloe Vendors 1 anr.l their executors 

ad•ninistrators and estntes • 

.1\S \IITN1~SS thu hcmds o.f the pa.:rt:i.0 s thcdny a ne! ye;: r :f:L rs t 

above writteJJ, 

Columu 1 

1\ ames 
or Vendors 

Dno On 

Ho Nei Chun 

Dao Lap C!JUng 

Column 2 

Address e s 
or \'c.-. dor~ 

238 Sha Tsui Road 
Jrd floor, Tsuen Wan 
New Territories, 

- do -

Total :-

Column J 
- .. 

Shnre 
Holdincs 

1,000 

2,000 

1,000 

4,000 
============= 

.The estate rjc-ht title interest nnc.l b<~ llef'it or anci in All 

Thn. t pir,ce or .p<.tl'Cel of ground s:i tu n tc lyj ng and being Rt Tsuen 
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clay u.l.' 

'~1•o:: o JUUm!lt and nr.h.lrolH;ca n1•c vr. t ou ·&; in 

tho l'~irnt ;.IJid ~;,.c(Jncl l!olmnns ui' tho l''irnl; Sclu~dult• h~!J'" to 

(hurttinart:ol' col.lcn:t.:h·oly cnllr.d "tho Vfmdors") o£ tho .("irst 

JHU't 'fHUl~N. tiAN S.IJlNG ON ES1'A'J'Ji; COI'IJ'ANY Llf.I:J:'rJm vhoao :a·~~~:f.&ha•ed 
.. 

off:l.ce io ni tnatu at ~·Tit Mm 'J'sui Jloacl Ground f'lnor 'J'l:UI:Hl tl11n 

f.:f.'W ·•J'o:a·r:f. tttl'J.os in tlm Colony of Jlnntr Konc - -

(h~ro ;l. unl't: .,J' cnl .1•~·1 " _thfJ_ ~ompflnY.•J nf' thn socoaul p~trt •uarJ FV 
• 

CJIIJ' lNVJ;!;'fUI.:tn• COiii'ANY J,UJl'fEU who so J'Ctgiu to red .o(.t'ico . j a 

siturttw ut lJo,)) WJug' J .• ok Sttdot Victoria in tbo anid Co).ony ~r 

JloU(; ICont~ ( Juu·o:A,uul'tl,. callttd "Fu Chip•) of' the tbb-d p:u.•l. 

Wlll';Jtll:AS 1 - ~._."""'' f 
(1)• 'J.'suon Wan ShiJJG On Est•&to Coa1prmy Limitod (herc;l.n:d'tt'r 

Clll J.~d "tlm c:_ompnuy") is ll private C0111pany incorporated in JlO!lC 

Jl. •~uc; wi t.h limi t·ed linbili t.y under tbo C<•IIIJ)nny Urd:i.mmco ( ChuJltel' ~2 

ur the Jlev:lfwd Edit::l.on 1950 or the J,a,~s or Hone Kon:.;) nud h~s nn 

issued slmro cnpitnl of' ~~100 1 000,00 dividod into 11 1 000 c•J·cUnary 

shn1•os of' $:1.00,00 oncb all of' which bavo baon issued and nro 1'ully 

.. Jaid as ;fully paid, 
f' 

(2.) 'J'he v~mlors nJ•o tho roc,istcrcd holdcrn of tho ntuuborn of 

the ordlnax·y :;hnros in the cupi tal of the Company set out opposi t.u 

tbeir x•cspoctivEl .11amos in the '.l'hird Column of'· the First Schedule 

hereto ncgrocatinc the whole or the issued CaJiital ~~ tho Company 

{heroi~nf1:•.n· collectively crtllcrl n tho SAid shares"), 

NOW IT IS liEUEDY AGHEED AND DECLAR.l!:D att 1'ollows a-

1, E~eh of' tho Vendors shall S·ell and F•t Chip shall l·,urcltnso 

the numbol' of the l:ird.d shares opposite its or his namo .in tho 

'J'hird Column of' the I•'irst Schod~_l.b .. hereot' 1'x·ec 1'1·om ftll ~Jw.q;es 

or liens or any ot:hor incumbrnncti:S nnd with ull rights nC.tochinc 

horeto, 

2, 'l'ho pUrtlhuse p1•ico JHiyublt! I.Jy l''U OJJjp for thll tutitl Hh:\:r-c5 
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,, ' .. 

,\{ ;1"<. ,.,,.., ,ol,n fm· " '·'l" · nWi/ )'u.rcllnRc r•H ••nt '''·"'ll into t>nhn'ul thn 

l ~( • ll •i ' ' '' '·' :1.nll i.IH~ V<> riotui purcJV,!J•'7'8• 

~ .• :r•; ·. ;.,u l•~ th•.:: "r:url,•rs (wnn lwvirw; l /l~t? (L 

.,.., . ., pr••V"i, <>,."* ''"''"' "''" "',,. "•i ;U) ~ ~~. "' 
J•Y•• v nncu t• ~ \.. -~t,. , 

lion;>; k\onge 

f'or Rltd -'ou bcohnlf' nr the! Ca.pany 

in the."" prl!scncc ·or •-

So.lici tor,-

!L ,, I 
I 

I 

::-Jolicitor, Jhnl(; !{on·:. 
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':<·, 

DAO ON and OTlf:fiS 

and 

Jo'lJ Cf/11' 1!\V .~·(·l·i ; ·.N 't 
' l;l\·•llo\ :~r J.lr!I-rl•;t) 

·n1·.v, YU, \U.;·:~; •!~ c;o., 
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!l~~~:~~!~- ~'£:lr).:_;~_~'-f>..! (!(H,l _,_C>~ b y· t l"' :d.l coi:lii <· JJ L uf lr 1 ;~ (:'r:'.!_( ~.(l~~ - ~·nl:i lwry 

s !J:•res n J' · ;;1, 00 u :).Cl! iu Fu Cld.p :.t pul..:t.-!. c C<•lll flll ll Y 1 ( t:J1o l'un.: ll ; · ~·"·' :c ·') 

thr' m ... rl :: r->1: vnln o J'ol' Fu <..:JJ:i.p'u sbnrH for the pnrposn oi' this 

J, Tho purcl•o.~to r;ltall lJe complotncl ut tlto of'J'icc!'l o:f 

J.Jossrs, Ytt.llC 1 Yu, ·Yuo11 & ·eo, 011 or be :('oJ'Cl thu J.lst clay of Nareh 

1973 wllen l"u ChJ.p \d.lD. p1·ocure at tho:i r O\~n costs and oxponUIOJrj 

nnd the allotment of 11 1 200 1 000 slmrrr; of I<'u Ch:lp .. to tho Vendors -- -·--·-----·-----· 
f'r"o :f:r.om al.l lJcnfl OJ' <Htcumuraucor;, on or bofo:r.e the ,Jlst day 

of NnJ~ch 1973• 

4, Tlw \'l'nldo :r'H hcx·ohy jointly fU1d severally wnrrftnt to and 

undertake "'ith l•'t.t .Ch :tp :-

(a) That no person hrliJ any ric;bt to cull :Cor t11o issue 

of £l.ny Rharoa in tho cnpitnl of tho Company, 

(b) 'l'hott uono t>f the said sh::u·os is ::;ubject to any cllr-tr~~o 

lien inctuabrunceo or objection, 

(c) Tlln t the posi tlon of' tlw Company na a i; the Jl s t <Ivy 

of' March 1973 (horcinafter called ·11 the said Date") A.ncl -------the onrn:i.ncs of: tho Company i:C nuy for the year ended 

on the snid u~to nre as disclosed in tlte balance shent 

and profit and loos account of' the Compa.ny l·thich 1dll 

be s uppli cd __ to _ l~tt _.~lip 111ade up ns at that date. 
r 

(d) That there has boon no rnn te1·inl change · in the position 

or pronpects of the Company aince the said Date trhich 

has not been disclosed to Fu Cld.p during the course 

of nccotintions, 

(e) The Company· or its snbsiduary hns not en~;aGcd in any 

business other than the acquisition of' the property 

more specif'i'cnlly set out . ln the Second Schedule 

hereto. 

(f) The Company has no ruortr:ar:es churc;e!l lieno or otlror 
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;i lH~I IIIIh ) • ;· ,_ ; · •\:c ~:;; '; ~ · (a n:cd uvt~l.' :i 1. 1: Jl ' op :~ :t•ty or ::~.< : ! : l'1 - ~; ut \ I \' 

l..i HH;t: :l nt:UJ.'l'(•~i jq ill(' (IJ'I ! :i :•:""! l ')" COIJ ) ':: c! o :l' IJu s.l "i i C•, ; !Io 

( !,) All 1 : 11 ~ rat.e !: 1 p:r<'JI L'rl.) t~n( , :i.f l'llJ y , o .r th n C olllj>:\ny 

up l. o t.I Le ::a :il..l ] 1:\ i-C' 1:i 1.1 h e l' ;o:i. ll . 

{ lt) :..~ < • VC! n:; d:i :a : ltn: c·tl {. hu Cr)I!IJH\ 11 )' lHl!.• J"h ) (ou t~: t :t n d:iJ• ., . 

cl l) tJI. :• .l i rtb i. I :i.ti, ~!• c:on(;rac t::• or n r.:rt• e meut s :-~.r,; u.·(; :from 

(i) ~l"li <'l'(~ t~ n ... ~·t' (1 xi1: t.Jue s t~),'Y . i e r• at~:r"(H ~ J:L tm t t~ 

h <d.l"l tH: n l. h" t..:omp;•.JlY nlHI !Ill)' t.l i l't• ctt• ::.~~ "or 

( 1).' C.:WIJ'J U )' f.'<.! !.> t.IHD' OOf 0 

or Ctlocl: r:J t: t ~ 

( :i) 'l'lwro :1.!: "'' li t.:i. c ~·~ t. :i. tHt or p' ·cH: •!P.d :i fl i ~ !~ outs i.;n,dint; 

p (! nrl :ill {~ (IL' t.llr.•p;·:tr:~tc!l ttGtl.ill! :: l; 11 )' , · c.~ :tat:int ~ •to t!u .. 

GlllllJ): IIlY Hllrl i.] I('J'(l ;i, a no 6\lc.: }l IICt"i. •IIJ 01' " (U')' 

r ;ov<•J:·wnc.'a:t;, l i ln:r:f.:li.(•;ni.:l.oJHj l ' t• .lnt:i. nt·; tr.1 tlw t:oml':.lllY • 

(J•) J•::lt~ll ui' the VC!Pf.lor:-l f; hnll J'e i.:""J :IJJ in ld.r. <•lW ,, lcht 

:l.11 Jo'n Cldp Go·;~ nf "Lii•J f:ll:lr_, ~; nl .lt,l: l·od t:o Jd-111 nnrh:J' 

thir. At.~J'I.'f : IIIOni: ;u•d sh:1J.l Jl u l I;O ]J. Ol' "!.r"tiJI~:fc~ r t];A 

111.1111n on o1~ bcd'orc~ the r.uc.t or A~r:i . .l 19'(11. 

(J) 'J'Jmt t:iw VtlJU.lort'l t> ~•all rcd' llll(l t.o tl •n Pur.c:.:Jm~;er nll 

do~ ! po ::~ :i 1; ur clc!·por.its rcct• :l\·• · '1 hy t;)H:t Vemlur~• f'OJ' V:e 

h a lo of' fl:-'ti.s in rc:->pc.1Ct nS ' tho lt<•rtd .nn.1' tor JH'QU;isos 

(IIJ CC>I!Ip 1 C l; :i nU • 

(m) 'J'ho V<!l,tlur:1 shall c:omplcl:c~ t.h•: ·Hd.ti 1\u:i..ld:il•i~ r: JJd tlcl:i.v r··,· 

to tl1c PurclJa.sor the Occupat. ic.•ll J'CI ' i.::i. i.: in ~ ·~o•::pN-:t t l H: J· ,-. .. . · 

CIJl C•r. hc.d'oro the JOUt d u )' or ,lUiltl J.~:r{~S nut! ;:;J.l· 

con~truc:t:i. u11 i'cc nnrl ut.hot• nxpcJw.c.~ ~ ~;Jmll be.· J'nlJy p-:-.:1:11 

nnd s:• i::i. l;ric.lrl by t.lm \'ouclcn·:~ :i u r e !'::pc et tlwr<'o r • 
.5· 1'JJc VoutJ()rS l~eroby jointly nntl ~;nvc.•rn~l)' tl(:Toc io c.l~ 

cxccul:o t\nd pt:J•form Buch ·:rurthP.r n.cb; dcr-•cls a nc.l dot.~tlnl\"!'11(~ nJid 

·l.Jd.n(':!l nr. F'u Chip ma y require n!'ft·~t. : i. vc.l)' t·) pr.c.s t.h f.::! o~,·~ ~ t : n;hip 

<•f t hct · ~: n. :i d f:hnros :i.n Fu Cld.p f1·cc i'J't'l l: l n).l ch:~ )·(~u s : l .i f; H~~ nud 

G~ l'l•c =~ A.id J.'u l:h:i.p hoJ-cbr Or.rc c u uti uucl~: rl;'lkO '\'i th L!u; 

Vcmlors t.h ;.1l: Fu <..:hip ,.,.ill at. th ..... i~· o\·:n co r; t!O ntl(i <! Xpcn~t"s on 

b e fore tll'J 31st tl ;,y of' Harch 1973 procu1·c.· th<• aJ. 1 ot.mc.•ul: o:r 

l1,200,000 onfilt:tl'Y c<•m111on sha l'?S oi' Fu Ch:!.p in J'nvotu~ o:.f the 

Vf•JHlt•r s or their rcn~u•ctivc · nom:tuc c s . 

7• 'J'hC' t::dd F' ll ~o.:idp h ,n ·ch)- rur(:lJ Ul ' ~lat'l'n ut ::nd un<tc.•rt::l.k<.' wit. h 

t.J1 o \~ o1Hit•J·~ aud tJad r sh:• rc•hnl , , ,.., .. s t.l-t·• t t•' u C:J .. i :' t·!'l 11 colg.:;..•r \·c 

:Ul1l JlCl ' f'tn'rt• the- tt:nn~; R.nd ctnttli (; ioll!; oa t.!w p .. l·i: ni' 1.i\l! Cl'w~··:•ny 

f~ ,i ;,(• .1 l l ! o o'\ ; • I. I) I-' ll t:h .i J' I 

l •y :..1 1)' uf "ll i L' V c ~1r.lOJ'~: ancl Ji'u <..:h i ll s lm.l l l> c h:Jwl:i.nf.o; upon i ;hf! 

Vt•llfi':> r.: iilld Fu Ch:i p :1ntl npun (.]If!:\ I' l'tl f.• J •("} ct.lvc !HWC:es~or ~• l ~g-nl 

lH ') 'I'(•n ~ .l 1: '· 1 ~ X'(:tll. ' "t.:.~t:i. v ~::; ostHI - l·~;JIIIHl n :-: !d. {,~ \1~~ nllcl t .hf:hmJl!f'it 

acl ·u:i.n :l~; ir: : lor:.l ;111d ~!,;l::J~,<:r> . 

A~> H'J'n~:~t>~.; tl1c: lH,tu dS . ur l;Jw p:-. rt.:i.cr. tl•ud:ty und ) ' a::;::t" :Cinit. 

nhovo 1-IT:J. t ·t c n. 
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,., 
i 

.Jlo t-lci Ghun 

}t:.to Lap CJmnc; 

;! ]t~ ~~:11:1 'J'sui Ho ;·1.d 

:Jr·d 1.'.1 oor, 'J.'!"illen \!an 
Now T·.~rrj_·~oriC>:=;. 

- do -

Tobl :-

.l ,000 

2,000 

1 t (.If)() 

~ '000 

The cstcttc r:i(~ht. title iutercst fl.nd benefit of and in All 

thnreou bed ne; :!J ston!yccl co:•:JH oit- ~' J!u . i. J.cl :iu{~ Svi>Jnct to aJ 1 

I . ) · - ~ -:.· i • f v (l i. 

~.i t.1."1 :i <: :i I ,,r 
1 

Solic:i. Lt.ll' 1 

sJc; .. 1-;u hy 

for n11d 011 lH~h;:d .f of' l•'u Chip 

'the pr(!.S<tnco of :-

Bolic.i to:: .. , 
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Dated the d .. y of 

I}AO ON and OTnrms 

and . 

FU ClllP IJI."VJ~STI\ll~N'f 

Cmll)ANY LIHITBD 

· A G R E E N J~ N T ' 

Yusr:r, Yu, Yul!:N a: eo •• 

SOLICI'l'OHS: 8: NOTft.TIIJ~S 1 

IIO~G I\OllG. · 
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Exhibit C2 
Agreement 
27th February 
1973 

' TkJ~; 

One thousar\d- .nj ne hundroc). · <lll<'i HOV<~nty i:hn.::.: 

(il('r ~' :i.n: .•. i' tcr o oJloctivoly cal·locl "the_ VendoJ'S 11 ) o:f · t .ho first 

par-L 'J.' ~j i.J .~N l"i/; i~ ~ .i lJJ.hG• ON LSTATJ!: COEPANY LJHJ.Tl!:D \'lhoso l'Q[;:i.stcrod 

offi~o is sitwtte nt 27~ - Sha Tsui Rond Ground floor Tsuen Wan 

Hew ToxTi toritHJ :i_n the Colony of )lonG ;{ong - - . 
(herc :i ,u,ftor called "the C.ompnny") of the f;t>coad part and li'll 

si i.:u :-d: <~ nt Nu •. '3:.> 1/:int:; Lok StreHt Victoriu in the saicl Colcny o:l.' 

Hong· J(ong (hert~ina:f:"tor called "I•'u Cld]J 11 ) o:l' tlw third part 

( 1) · Tr:awn \/an Shint;· On Es ta tc Compnny L:im:i. ted (hor~·innft~r 

cniJ."Hl '' ·~1H3 ·comp<:•ny") is n privnto company inco1~poratod ill Hone 

JCqn1~· \d "l.h .limited. .l iabi.U. ty undrn• tho Compnny . Ordi.1w.nco (Clmptcr )2 

of tlw !/.cvise<l Ltli tion 1950 of the La\'15 of Hone- ]{(>ll(';) and lws an 

isr.:uetl - t:b;ll'o cn;d.tal o:r (_;Ltoo,ooo.ou divic.l<HI :l.nto l1 1000 ordinary 

slH1!' c>S of' (;HJO,OO each all o:f which have been issued und arc :fully 

pnid as :fully pnid. 

(2) The VciJClo.t·n nrc the rogis.t:urcd holders of' the lH.\Iilbers of' 

the ordinary shnJ'e>!• in the capitt•.l of the Company set out oppoG:i.te 

their respective uromcs in "the Third Coluuni of · the l~il'S t Schcciulc 

hereto ;,c:":rc~~::tt:i. n:~ the 1'/hoJ.c of' the issu0d capitnl of tho _Cor.rpnny 

(heroinaftur collectively called ~the said shares"), 

NOil' IT IS llBlllillY AGHEED A:m DECLl.RED as f'ello1>'S :-

l, Each of: t.ho Vendor·s shall st•ll and }'u Chip .shall ptu:ch~o.st; 

the JIU!!!lHli' o.l tire S<• j_d S)HlrCS Oppor::i. te its or his name in the 

Thircl Column of til(• first !:>'chctlulo hereof' !"reo from nll chr.•.rgps 

or liens or all)' o(;her incumbrancos <llld \'lith all rigl!ts attacfdng 

lu~r·~~ to. 
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5 .! .: >r·cs oJ' ~ .. .1.,00 O<·•.ch :i.n Fu Ch:i.p n pt•l>l:i.c COJilpauy, (thf-! J'nFt:hnsc'r) 

t.Jw m<•Tket value fOJ:' Fu Chin 1 s share f'or tllo purpose of' tli:is 

,\ Cl'lH!Ili C• JJl. s b~·l.J. b e> d.ccrncd ns ~; ~,50 f'or t'<1 Ch of ().1,00 shru:-n, 

J. Thn ]Jt.n:-clw.s«? shall b e compl~~tctl at the of'J'ices of 

t·ie~;srs , Yttn [; 1 Y!l, Yu c n & Co, Oll . or b c :f:'i>re the JJ.st d a y ol' r·larch 

197} 1·i llC'!n Fu ' Chip 1d. J.:~ procure at tlwir . 01Hl coc.ts' aud 0Xj)CTIUGS 

and lkh0. allotment of h 1 200 1 000 sharES of' l•'u Chip ·to the \'al!clors 

:frc!e i'rom a:l.l. liens or cncumb:cnnc~s, on or bef'o:r.•e the Jlot day 

.of' NC~rC ll l~J'7J, 

/1, Tho Venc1orf.; hnroby jointly t>.ncl ~·evcrally '"arrant to and 

underta ke w.i.th li'u ChJ.p :-

(n) 'l'lJat no pcn'IJon has any r:l.cJ,t to call. :for the issue 

o:f any shnres in, the capital o:f the Company, 

(h) 'J'hnt uon~ or the said sh~1rc~; is :Sul?joct to a.uy charge 

lion incumbrances or· objoction, 

(c) That th.c po s itjon of' tl1c Compa11y as nt the Jl!lt day 

of' t·larch 19'73 .(lleroinaf'ter cnlJ.ed. "thu said Date") and 

the earnlnr:s of' -cho Contpnny if' a>JY f'or the year ende.:d 

011 the snid Da to n1:-e as d:i.sc.loscd in the balance sheet: 

and proi':i t and loss nccount of' the ColllpnllY \'>'llic-11 \vill 

be supplied to Fu Chip made up as at thE\ t da tc , 

(d) That thtn'c h;o~s been uo m<=~ terial ch;:;nGe in the position 

or prosi>fo>cts o.f th0 Colllpany sincl> the said Da t:e ·,.,h.ich 

h:'ls not been discfoscd to· Fu Chip durint:; the cout'se 

of' ncc;otiations, 

{e) The Compr1ny or its subsiduary has not. cngagml ·in any 

busines!! othor than th<:! acquisit:i_oll of' . the . propC':rty 

more !;pccificnlly s0t out in . tho Second Sche-dule 

hcrP.to, 

( .r) Tho Co:no> r.n•y ht~D no . mortc;a ,'~0 s charges licus. or other 
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:L n ct11Hbr0.nCe !:• s0cnred ovc.:.·r i'tn pro_pu:c ·:·.y o r• at~ !.> (~ L~ othe 1 ... 

tho s (' illCllJ'J.:' C~d :ill tlH! C'lJ .. 'J:i HrtTY ('OD :t"SO OJ.' lJU!-L i. 11Pn 8 • 

( g) All the rn. teH, prop\'l'i:Y tax, :i.f ally, o:f t l10 Co111rany 

up to tlw sn:i.cl Dato \d . :ll ])(' pn.:i.<l, 

(h) SnYo ns cliscJ c,serl tlw Co111pany lH•s no e>utBtandJlllj 

cl eh l. s l in l.lili ties coutl'c•.ctH or <l t;ree meni:n apnri: f'rom 

afor·c!sa:i cl. 

( i) Tlwre tn'e no cxis till ,-:; so1·vice ac;roements or cont~·oc:ts 

boi:II'\·!P ll tlw Company and any directors or exocui:ivps 

or Clllpluy ee::; tlmroo r. 

( j) 'fbeu1 in no :u. t i t:.a i:iou or proceedinGs outstanding or 

pon<l :i.JI{( or t.ln'L'<l. i:cnNl against or rclatj_nc; i;o the 

Compn ny a nd tll\'1'0 is 110 nuch action or ·n.n)' 

govcl'JJIII~·'ntal :lnva Hti.ga t :i.onfl relr.1tinc; to 1.h t; Comp n ny. 

(le) l~acli of tho Vl!lldors c.h.-}11 rota:i.Jl in his u\>n r :lt;h t 

in Fu Cll:lp 6o·,G of thn sha J'Oil u J 1 otterl to J:im tmdo r 

this A[;rf,E>me nt and sh<.\11 uot sell or t;rmwf'er tho 

eamo ou or bef'ore the oml of Apl~ il, __ l9/'1t_, 

(1) That the Voudors shall refund to tll~ Purchaser nl.l 

depos:i t or dq .• osi ts r Hcc:i.V\!d by the Vendors f'or ihe. ----··. · ··----
sale of f'lnto in respect of tho here~naftor premises 

011 e o1uplotion, 

(m) Tho Ve ndors slH1ll complete tlHJ IHdd BuildinG and doliYrT 

to the l'urchns(!r tho Occupation l'onni t :i.n rospcct therPo ;:· 

on or beforo thu JOth dQy of June 1973 and all 

construction f'110 n_n<J. . oth.cr oxpenoos sh_a ll b!L 1'ully_ pni9 

and sa tj si'i eel _by tlw _Yc:n Hlo_rs. ___ ip re ~p(;!_ C: t th9;re(J f, _ 

5.• The . Vendors hereby jointly F•nd sev(n'ally agree to do 

cxecuto ?.rtd perform ·such further nets dee~lfl and docttm€!nts <.11Jd 

thln c s as Fu Chip n•ny require effectively to pass tht1 owne1·ship 

of the srd.d shares in Fu Ch:i.p fre€1 from all charges ... liens aJICl 

otlwr adverse interes-ts, 

6. The said 1''u Chip hereby aGree and undertake '"i th the 

Vendors that Fu Chip liill at their o1~n costs and exp(!nses on or 

bef'ore the Jlst day of' }larch 197J procure the nllotrnent or 

11,200,000 ordinary common sllares of' Fu Chip in favour of the 

Vondors or their· rcspe>ctive nominees. 

7, Tho saicl Fu Chip h e roby further \mrrnnt Rncl undertake with 

tho \~o!J,clors and their- shareholders tha-t Fu Chip wi-ll obser\'C · 

and porronu the tenns and conditious on tho part of the Comp;tny 
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f:, 'J'.i.1:1'7! !;lt;•l . .l ill t~\'\ ' l')" l.'ll~ij)UI:t l1 0 i:JH.' (lfi~OJH;o1 Of' t JIJ. O 

A (p:r• ( 'IIH: ttt , 

9 . 'J'h<! let:n.l r.o:.;tll n nd O.Xj'l(•Hr. Ct~: ~ tlld t.Jm !l l.ump rlnt. y on 

J (J, All \;'U l.'r; H• Li\l~· ~P tdC' J'i.ol:iuG-'> und n(.;-rc>cutr:ut Gj \'<!ll hc•rc:ln 

hy ;n1y <•f thr.· VeJ aJo rv ;ut<l Fu Chip ukd.l l.H.· b:i.wl inr~ Hpc•u tJto 

of ·(.h:i.s AGl'CC'I.If~nl . !>hall eJmt·o f'or thu Vcudnrn ' nnd tl lc ir cxccul.oru 

n•h:! i.ll:i.rd. rato r :l nn•l o:<Jta f:<:t< , 

IJo J.luJ Cluin ~J;;::·t 

1·kto Lup ChuUG' &_k_i:;,-;' 

2)8 Zh:t 'J';, u .i no·ad 
Jrrl 1"lnor 1 'J'nuon lf:tn 
Ktn .. Turri i orios . 

- do -

- do -

1'o tn l :- · 

1,000 tf-!"1~--:~ 

2
1
000 .;_In-:-,..· 

'J'ho estate rlcht titlo intol'Cs t.. nnd b c naf'it of nnd in All 

'l 'h(.lt pit'CCl or p:trccl of F.l"O imd fti lu 11 tc lyin(: and b c inc nt '1'!·11':.·11 

' l!un c:ncl rcr.;i.~~Lc·rcd in t.l1c lli<JLrJ.ct Officco T:~ucu llnu ns T.) llf..il \·,"A i~ 

t.h:.•• ·c•nn ho:i ll (t :~J n ton•yi·ll c nmJi tl l!:l L ~· JJui ] 1\ .i I If: fJuiJ,lttr: t. t=o uJ.l 

f" • • !'l i':~lt)" nrul t.lrro ':r•.'i O il! I J>lll '(.: ) Hl!.· l') "!l • 

Gul:i.cit:n1·, 

l"fiJ' IIJHI o n lu: lml.C o£ thu CDIUJI:lllf 

j 1\ t.h c p.i'o~OII CO Of' 1-

Solici tco1• 1 

Honr.- Konc,. 

f'u r ltl.ld on hollalf of' ~o·u Chip 

luvt:!l L~1ont Compnuy )Jimi t.od in 

"tho p1•osoncc of 1-

Solicitor, 

Hong ¥.ouc- . 

/f?..i~ /2; 

AeJt) 
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)J ::1 L t' <J tJ H~ 
r.~-.- -' 

<.1 '-'·>' c• rJc.-{ -. 

anci 

Fll . GJJJ.l' li\ V>;:;THf=;NT 
COi• JJ>.A~Y L:Ui:I'I'Jm 

A G H. E 1~ 1"1 E N 'J' 

Yl' ".'-i G I Yli, YUE,'~ ...... CO 0 , 
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J 

~7th r=cbruary, 1973 

The Chairman 
The Listin<;.J Sub-Comrnitt c;e 
Fetr East Exchange Limited 
HONG KONG 

D ear Sir, 

We nre instructe'd by the Buard of the above 

Company to forward herewith a certified copy of the minutes 

of the Directors Meeting held at 5:00p.m. on fo/onday, 26th 

February, 1973 containing particulars of the proposed new 

issue of '1, 810, 000 shares of the Company and apply that 

qL1otntion of the captioned new issue be npproved. 

Yours faithfully, 
for M,\RFA;\ ~' <\ SSt)i:L\ ItS t. · · :.·•ari'!IJ 

.... -·· _;. .. ..,.. 
.. .1=··c.: ..... , .. ~ : . :: ..... ·:.:-: ~ , ,. \ ... . ... ... ... . 

....- / n :q~ ,:f.or ................... •· ...... . 
M~r-fan & A~soc iates 

Secretaries 

1 ...A~~.£. 1~ t/tt--t1o_,L_.::.n.: ~~-<-,-->·-e ... 
--~...._,;!/.,.,..,., ,.t t4 /''1~---<-tc~ I; 
"'-/~_.;../~~. 1~1-;11.-~ A. ~: 0 
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Exhibit F 
Letter to Far 
East Exchange 
Limited from 
Marfan & 
Associates 
7th March 1973 

March 'I~ U~73 

The Chairman 
The Listing Sub-Committee 
Fer East Exchange Limited 
HONG KONG 

Dear Sir, 

For your consideration, w lrected by 
the Directors of Fu Chip Investment Compan Limited to 
forward herewith the following cnts In c nectlon 
with their application for per o deal In the. 
7, 610,000 new shares propose Issued:-

(a) 

(b) 

A Valuatl~· rt fr 1-bng Kong 
Auction rs state Agency 
L mlted 

audited Balance Sheet as at 
ebn · ry 20, 1973 o-'1 Tsuen Wan 

On Estate Company Limited. 

Please n'ote that according to Clause 4(f), (I) 
v (m) of the agreemmt with the shareholders of Tsuen 
Wan Shlng On Estate Company Limited (a copy of which 
has already been submitted) tho vendors. warrant and 
undertake to discharge the building IQan and to refund the 
receipts In advance from purchasers of flats and to pay 
the balance of construct Ion cost. 

Lool<;lng forward to hearing from you 1100n. 

CWC:IMP 
Encl. 
cc: Fu Chip InvestmEnt 

Company, Limited 

Yours faithfully, 

tor MAI{FAN & ASs, ,,,;,r~S .. :r~r~- · -
- ~li/~.r.:J;~. -~~ ·- -- . ;·· .::"~fr:i;;,"' 

Secr~ta/u 
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No. 

ON APPEAL 

FROM THE COURT OF APPEAL OF HONG KONG 

PAO ON .. 

HO MEI ·CHUN 

PAO LAP .CHUNG 

LAU YIULONG 
BENJAMIN LAU KAM CHING 

BETWEEN 

AND 

1st Appellant 

2nd Appellant 

3rd Appellant 

1st Respondent 

2nd Respondent 

RECORD OF PROCEEDINGS 

HASTINGS & eo., 
Solicitors for the Appellants 

YUNG, YU, YUEN & eo. 
Solicitars for the Responden,ts 




