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PREFACE

Alhamdulillah, the completion and publication of the e-book
on business law is a significant achievement. This e-book is
designed to serve as both a reference and a module for
lectures, providing valuable resources for students during
their teaching and learning sessions. Its primary goal is to
impart knowledge on business law, particularly in areas
relevant to business practices. Each chapter of the e-book is
thoughtfully structured with various features aimed at
enhancing student Ilearning. The teaching and learning
process, as facilitated by lecturers, will focus on
strengthening the knowledge and skills that students need to
apply in practical scenarios. Furthermore, the e-book
promotes student-centered learning (SCL), which encourages
active participation and engagement from students, making
the learning experience more effective and meaningful. The
author expresses her hope that this e-book will be a valuable
resource for all lecturers at the Polytechnic, enhancing the
educational experience and fostering a deeper understanding

of business law among students.

The author:
Dr. Nur Farahin Afigah Binti Datuk Hj. Daud
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ABSTRACT

"Business Law" aims to bridge the gap between legal
concepts and the practical world of business for
students. The e-book is structured into two parts,
offering a comprehensive understanding of key legal
areas relevant to students. It starts by laying a
foundation in fundamental legal concepts of the
malaysian legal system and contract law. This e-book
addresses these concerns by demonstrating the
practical applications of law in the business world,
making it more relatable for students. The topics
covered in the book include how the law impacts
daily business operations. Additionally, it delves into
various aspects of the malaysian legal system and
contract law. By providing a practical and relevant
perspective on business law, this e- book aims to
equip students with the necessary knowledge and
understanding to navigate legal issues in the

business environment effectively.
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CHAPTER 1: |
INTRODUCTION TO MALAYSIAN
LEGAL PRINCIPLES ‘
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AT THE END OF THE CHAPTER, STUDENT SHOULD*%

BE ABLE TO;
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<1.1.1 DEFINE THE LAW
24

KARL MARX
(GERMAN SOCIALIST) -
LAW IS AN INSTRUMENT USED BY CAPITALISTS TO CONTROL THE WORKING CL

LEE, M.P. (2009) -
LAW CAN GENERALLY BE DESCRIBED AS A SET OF RULES, DEVELOPED OVER A LONG
PERIOD OF TIME THAT REGULATES INTERACTIONS THAT PEOPLE HAVE WITH EACH
OTHER, AND WHICH SETS STANDARDS OF CONDUCT BETWEEN INDIVIDUALS AND
ETWEEN INDIVIDUALS AND THE GOVERNMENT AND WHICH ARE ENFORCEABLE
THROUGH SANaloﬁk



i

11.2 THE FUNCTION OF ot
LAW <

The aim of law is to attain justice in society.

Justiceis an abstractidea of right and wrong,

fairness and equality.

Therefore, the aim of a given law is to encourage

the doing of whatisrightor justin aparticular set



11.3 THE CLASSIFICATION OF
LAW




Concerned with any matter which involves the relations of citizens with the sta
Lay down the rights of individual in the State.

or government

It deals with questions such as supremacy of Parliament and rights of citizens.
Constitutional Law

Example in Malaysia;
Article 6(1) of the Federal Constitution; says no person shall be held for slavery.

Deals with acts or omissions which are

Criminal Law 2_}%%

offences committed by individuals against
the State.

PUBLIC LAW




Private Law Law of Tort
It is a remedial by civil action for damages.

Concerned with the rights and

liabilities of individual parties Law of Contract
where a promise or a set of promises is

legally enforceable.

or citizens among themselves

U




International Law

A body of law which is composed to lay down principles and rules of conduct which the Sates feel
themselves need to observe in regulating the relating with each other.

¢ Deals with relationship

between states.

o Example: border
territorial waters and
etc.

Private
International Law

Concerned with the application of
various national laws of the facts of a
particular case involving two or more
countries.

. Example: system of law applicable to a
marriage between two different nationals
in a third country.



SOURCES OF LAWIN
MALAYSIA

WRITTEN LAW

FEDERAL CONSTITUTION

[ STATE CONSTITUTION

UNWRITTEN LAW

ENGLISH COMMON LAW &
EQUITY

LEGISLATION

JUDICIAL DECISION

{ SUBSIDIARY LEGISLATION

CUSTOMARY LAW

ISLAMIC LAW

|

AL-QURAN

|

|

HADITHS

|










R Ordinances
w I I I w “ L Aw Laws that are enacted by the Parliament after

1946 but before Malaysia’s Independence in
3)LEGISLATIONS 1987

Statutes or Acts
Made or enacted by Parliament as the law-making
body after 1957.

Ordinances
Laws made by the State legislative Assemblies in
Sarawak)




WRITTWN LAWS
4) SUBSIDIARY
LEGISLATION

Subsidiary legislation or delegated legislation
(sometimes is referred to as by-laws) refers to a
law made or passed by a body or agency other
than the Parliament or State Legislative
Assembly.

Subsidiary legislation is defined in
Interpretation Act 1967 to include any
proclamation, rule, regulation order, notification
or other instrument made under any Act,
Enactment or Ordinance and having legislative
effect.

Subsidiary legislation is very important as
legislation by the Parliament and the State
legislature is insufficient to prove the laws
required to govern everyday matters.



UNWRITTEN LAWS
JUDICIAL PRECEDENT

(
When a judge makes a decision, his decision will be followed by other

judges in similar cases later (this is known as binding judicial
\_precedent or doctrine of stare decisis).

~N

J

(
However, judges may have to apply the law to a new situation

in a case.
g

~N

J

@ They will then have to create new legal reasoning or principles
to apply in this case (this is known as ratio decidendi) and this
\_ Will then become the precedent for future cases

~N

J




UNWRITTEN LAWS
STATUTORY INTERPRETATION

(

.

~N
When judges interpret statutes, they may have to give meaning to the

words in a statute because it is not clearly stated in the statute/Act
itself. J

(

.

Sometimes, it may not be clear if the Act applies to a b

particular case. The judge will then interpret the Act in
question. J

(

.

The meaning given to the words in the statute adds to the law. )

In this way, the judge is said to be creating law.

J




UNWRITTEN LAWS
2) COMMON LAW\ PRINCIPLES OF ENGLISH LAW

(- )
the decisions of judges and legal rules and principles of law which

were applied in common (Commonwealth countries) throughout the
\_United Kingdom. J

4 )

It is mainly made up of non — statutory laws, which are the
precedents derived from judgments given on real cases by
\_judges. J

(" This type of law is received and applied in the Malaysian legal b
system because of the application of the Civil Law Act 1956
\_ (CLA) which came into force on 1 April 1972. )




UNWRITTEN LAWS
3) CUSTOMS

4 )
A custom is a practice or a way of doing things among a certain

group of people which has become accepted by the law and that is
\_Why it is considered to be a source of law. J

~N

(" customs of the locall people of a country or their personal law
usually concerns family, land and religious matters.
\_ J

(" Chinese and Hindus customs are governed by Chinese and b
Hindu Customary Law.
\_ J




UNWRITTEN LAWS
4) ISLAMIC \SYARIAH LAWS

(
Based on;

(1)Primary Sources: Al-Quran and Hadith
\_ (2)Secondary Sources: lima’ Ulama, Qiyas and litihad

(

Islamic law applied only to all person who are Muslim and of
particular importance are the laws relating to family matters,
\_such as marriage, divorce and inheritance.

(" state legislature also has the jurisdiction over the constitution,
organization and procedures of Syariah Courts.

.




1.2.1 DOCTRINE OF
SEPARATION OF POWERS

SEPARATION OF POWERS

MALAYSIAN FEDERAL
CONSTITUTION

LEGISLATURE EXECUTIVE JUDICIARY

(PARLIAMENT) (PRIME MINISTER (COURTS)
AND CABINET)

CREATES AND AMENDS PUTS THE LAWS INTO INTERPRETS LAWS
LAWS OPERATION




1.2.1 DOCTRINE OF SEPARATION OF
POWERS




12.2 THE HIERARCHY OF
COURTS

The Superior FEDERAL COURT
Courts |
COURT OF APPEAL
'HIGH COURT HIGH COURT
In Malaysia | In Sabah & Sarawak

SYARIAH | NATIVE | | SYARIAH
COURT | COURT | COURT | [ SESSION
| SESSION COURT

COURT

JUVENILE
~ COURT |

JUVENILE
COURT
LT MAGISTRATES'
MAGISTRATES" COURT

COURT
PENGHULU'S The Subordinate
|__EOURT Courts




———— —

Article 128(3); To hear civil and criminal appeals from
decisions of the Court of Appeal matters conferred to it under Art. 128(1) and (2) of

\
|
To exercise exclusive original jurisdiction on those |
I
the Federal Constitution I

|

|

]

i1

To determine constitutional guestions which have 11
arisen in the proceedings of the High Court but I I the Yang Di PertuanAgong concerning the effect of
referred to the Federal Court for a decision | I any provision of the Constitution which has already

|
|
l \

\

|

To give its opinion on any question referred to it by |
|

|

I

arisen or appears likely to arise. l|

—— e e e e e e e e e e e s —— — — ——



’—_________-‘

— e e

section 50(1) of the Courts of Judicature Act 1964,
the Court of Appeal is authorized to hear any

\
|
Article 121 (1B) of the Federal Constitution and |
|
|
|
|
|

appeal and decide on the outcome of any decision

THE COMQT \—__ made by the High Court on erimipal matter. ./

OF APPEAL _________a

The COA hears appeals from decisions of the High Court:
1AnyY appeal against a High Court decision on criminal
matters
2)Any civil appeal which involves a claim of at least
RM250,000.

7T T T

c e A e



/ Under s.35(1) of the Courts of Judicature Act 1964, the

HICH COURT

have no jurisdiction.

o e e e e e e e B,

exceeds RM1,000,000.

High Court has been conferred general supervisory
and revisionary jurisdiction over all subordinate courts.

In the interest of justice and when it appears desirable,

the High Court may call for the records of any
proceedings of the subordinate courts. It may also
remove the case to the High Court or give such
directives to the subordinate courts as it thinks
necessary

o\
\
I

77 The High Court has jurisdiction to try all ol
matters but generaly confines itself to matters
on which the Magistrates and Sessions Courts

These include matters relating to divorce and
matrimonial cases, appointment of guardians of
infants, the granting of probate of wils and
testaments and letters of administration of the

estate of deceased persons, bankruptcy and

other civil claims where the amount in dispute

7

\_____1(____-

|

Cd

- ~

RIGINAL JURISDICTION

UNLIMITED CIVIL AND
CRIMINAL POWER.

ottt -~
The High Court can hear appeals in civiland

criminal matters from the Subordinate Courts.
Amount in dispute in any civi matters must

exceed RM10,000 except where it involves a

L~

question of law.

SUPERVISORY
JURISDICTION

4
N ———




).

L

CIVIL JURISDICTION

Its includes all offences other than those
involving death sentences under section 63-64
of Subordinate Courts Act, 1948.

CRIMINAL JURISDICTION

It is also empowered to hear civil cases where
the amount or the subject matter in dispute
does not exceed RM1,000,000 under Section
65 of the Subordinate Courts Act, 1948,




MAGISTRATE'S COURTS
THE SECOND CLASS
MAGISTRATE

’—_________-‘

Has the jurisdiction to hear criminal matters of the
folowing nature:
a)Where the offence is punishalole by a fine only; or
b)Where the offence provides for a term of
l\ imprisonment Nnot exceeding twelve (12) months.

— e e

____________________________ /
ST T T 0 \
—e |
I May hear a civil case where the plaintiff seeks to |
I recover a debt or liquidated demand in money I
I payable by the defendant, with or without interest, |
{ not exceeding RM10, 000. I
~—0o! !+ + -+ &+ .+ ‘& |\ /



———— —

{ )
I First Class Magistrates are legally qualified and have In criminal matters, Section 87 of the Subordinate I
| greater power while Second Class Magistrates are Courts Act 1948 [Act 92] provides the First Class I
I normally appointed. Magistrate fairly substantial powers. I
|

y |
______________________________________________________ s

|

|

| In civil matters, a First Class Magistrate has the

I jurisdiction to hear all actions and suits of a civil
nature where the amount in dispute or value of the

|

I subject matter does not exceed RM100,000 under

I Section 90 of the Subordinate Courts Act 1948 [Act

\

a)the maximum term of imprisonment does not
exceed ten (10) years; or
b)are punishable with fine only;

; )
| AFirst Class Magistrate has the jurisdiction to try all I
I offences of which; |

I
| |
i |

|



———— —

|

|

| According to Article 121 (1A) of the Federal

I Constitution, exclusive jurisdiction has been given to matters involving Muslims.
I the Syariah Court in the administration of Islamic
I
\

\

I

The Syariah Courts have jurisdiction only over |

|

|

|

laws. lI

]
I
As State Courts, they have jurisdiction within the I I
respective State Boundaries only. I I been decided by a higher Syariah Court shall be
| I respected by the lower Syariah Court. If differ use
|
|
l \

\

I

Agreed upon similar issue, facts and law which have |
|

|

I

“adab al-khtilaf. lI

—— e e e e e e e e e e e s —— — — ——
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COURSE LEARNING OUTCOMES
CLo 2
APPLY THE CONCEPTS AND PRINCIPLES OF BUSINESS LAW IN MALAYSIA
IN RELATED BUSINESS ACTIVITIES.

Explain contract.
Elaborate and apply elements that form a
valid contract and terms in contract

Describe valid contract.
Interpret voidable contract
Discuss void and illegal contract
Explain terms of contract
Elaborate discharge of contract

Outline remedies for breach of contract ).

4




An agreement or promise enforceable by
law - Section 2(h).

An agreement which is legally binding
between the parties.







Section 2(a) of the Contract Act 1950
provides that ‘when one person
signifies to another willingness to do or
to abstain from doing anything, with a
view to obtaining the assent of the
other to the act or abstinence, he is

said to make a proposal.

MAAN




A proposal must be a definite

promise to be bound provided
certain specified terms are
accepted - offer
must be firm.

Section 4(1) of the Contract Act 1950
- communication of an offer is
complete when it comes to the

knowledge of the person to whomiitis
made. i




CASE EXAMPLE (COMMUNICATION OF OFFER)
R V CLARKE (1927) 4o C.L.R. 227.

An Australia government offered a reward for
information in regards of a murder of 2 police
officers.

X and Clarke were later arrested and charged with
the murders. Clarke later gave some information to
the police which resulted in the arrest of another
person Y. Clarke was later found not guilty. Clarke
later claimed for the reward.

Held: his claim failed because although he has seen
the offer, it was no present foWhen he
gave the information to the police.




= The offer s addressto a specific
or particular person.
=Also known as bilateral
offer.
* Only theadressee
may accept the offer:

= Any other person,
who is not the adressee
cannot make the acceptance to the
such offer.

= Ex: Mr Azhar Sulaiman offer to
sell his bungalow to Mr Beto
Jushairi for EMSI]U{]UI] Thls aﬁ'er is

= Anyone who meels or satisfies
the terms of the offer fsmnsf

making the acceptance to su

* (nce the stipulation of the 'ﬂiﬂ’ér is
satisfled by a person, the offeror is
bound to the contract with that person.

=Ex case: CARLILL v CARBOLIC SMOKE
BALLCO (1893)




| An offer must be ﬂéﬁhﬂﬁlﬁ}h&dfmﬁ‘l an invitation to treat. An invitation to
treat is not an offer, but rather is an offer to consider offers. Instances
which are generally regarded as invitations to treat include:

v'Auctions

v Advertisement of tender

v'Catalogues

v'Price lists

v'Goods displayed in shop window and shelves

——L..-——..__ _ -




INVITATION TO
TREAT (ITT)

——

-
H

It is merely an invitation from ..L+. An ITT is a sort of preliminary
I

one party to another party to | communication, which passes
make an offer. .Jl-'l" between the parties at the
I I stage of negotiation that might
lead to an offer.




P
PHARMACEUTICAL SOCIETY OF GREAT BRITAIN
BOOT CASH CHEMIST LTD (1953) | QB yoI.

The defendants were charge under the Pharmacy and Poisot s
Act 1933 (U.K). This is because, under the Act, it is provide that it
is unlawful to sell certain poison unless such sale was supervised

by a registered pharmacist. The issue in this case was whether
a sale had occurred when the shopper put the displayed item
into his basket. The court held that when the goods are
displayed, that was merely an invitation to treat. When the
shopper took it off the display, and put it in a basket, that is a
proposal. Acceptance of this sale is only made when the cashier
receives the money from the shopper.

In this case, since there was a regiWrmocisf at the {4

cashier, the defendant was not liable.




Counter proposal is an offer made by either party in a colleciive
bargaining during negotiations in response to a proposal rude
by the other party. Agreement is usually reached after a series

of proposals and counterproposals are made by all parties. The
agreed upon proposals or counter proposals will result in a
collective bargaining agreement.




Facts: On June 6, the defendant made an offer to the plaintiff to sell his
estate for 1000 pounds sterling. On June 8, in reply, the plaintiff made ~
counter-proposal to purchase at 950 dollars. On June 27, the defendant
refused to accept the offer, and the plaintiff wrote again that he was
prepared to pay the original sum demanded. The defendant refused to
sell it to the plaintiff.

Issue: Is there a valid contract between the plaintiff and defendant?
Held: No valid contract exists between them because the plaintiff rejected

the original proposal on June 8 so that he was no longer capable of
accepting it later.

MAAN
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I
I

" OFFER DISTINGUISHED FROM
INVITATION TO TREAT (ITT)

An offer should be contrasted | Take the discussion further by

with an option and an I I talking about the lesson's key
advertisement. An option is .1-{’ concepts and its corresponding

merely an undertaking to keep .J—r' definitions. Duplicate this page
the offer open for a certain .'If'l. as many times as needed to give

period of time I I  you more space for discussion.



/" OFFER DISTINGUISHED FROM
INVITATION TO TREAT (ITT)

An option arises when the | An advertisement, on the other

offeror promises to keep the I I hand, is an attempt to induce an
offer open for a specified period- .1-!’ offer- Coelho v The Public

Goldsborough Mort & CoLTDv  ®L® Services Commission (1964) MLJ
Quinn(1910) 10 CLR 674 | 12, MN GuhaMajumder v RE

Donough(1974)2 MLJ 114,

[
I
I
I
I
I
I
I
I
I
I
I
I
I




/" OFFER DISTINGUISHED FROM
INVITATION TO TREAT (ITT)

Whether an advertisement is an ..|.le. The court have held that
offer or an invitation to treat advertisements of bilateral
depends on the intention of the .1-{’ contracts are not offers whereas
parties in each case. QL_# qdvertisements of unilateral
contracts are construed to be

[
I
I
I
I
I
I
I
I
I
I
I
I
I




=

P
( MAJUMDER V ATTORNEY- GENERAL OF SARAWAK

\

In the case of Majumder v Attorney- General of Sarawak, the
Federal Court held an advertisement in the newspaper for *!.e
post of a doctor was an invitation fo treat.

When an auctioneer invites bids, he is merely making an
‘invitation to treat’, and when a bidder makes a bid he is making
an offer.



Section 5(1) provides that a
proposal may be revoked at
any time before the
communication of its
acceptance is complete as
against the proposer, but
not afterwards.

The time prescribed in the
proposal for its acceptance
elopses, or if no time is
prescribed for acceptance,
by the lapse of a reasonable
tinne under section 6(b)

Communicating the notice of
revocation by the proposer
to the party to whom
theproposal was made
under section 6(a).

The failure of the acceptor to
fulfill a condition precedent to
acceptance under section 6(c).
The death or mental disorde: of
the proposer if the fact of the
proposer’'s death or mental
disorder comes to the
knowledge of the acceptor
before  acceptance  under
section 6(d).




.
v
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I
I
I
I
I
I
I
I
I
I
I
I
I

r~
{

Section 9 of the said Act

Section 2(b) of the Contract Act ..|_p provides that :
1950 provides that “when the “there is an expressed
person to whom the proposal is acceptance if the acceptance
made signifies his assent | of any promise is made in

thereto, the proposal hasbeen _| | words and implied acceptance
accepted”. I if the acceptance is made

other than words™.



-As a general proposition of
low, the acceptance of the
offer made by one party by
the other party is what
creates the contract.

This acceptance, as a
general rule, cannot be
withdrawn, nor can it vary
the terms of the offer, or
alter it, or modify it

In fact, by making a
conditional acceptance, the
offeree is rejecting the offer.
However the offerer, at his
choosing, by act or word
which shows acceptance of
the counter-offer, can be
bound by the conditions
tendered by the offeree.

To do so makes the acceptance a
counter-offer. ~ Though  this
proposition may vary from state
to state, the general rule is that
there are no  conditional
acceptances by law.




ELEMENTS OF
ACCEPTANCE

o_ls
2)R ol iod
N | e

- Fora proposal fo be | I made within a reasonable

period section 6(b). What
amounts to reasonable time is
|| aquestion of fact depending
I in the circumstance of each

converted into a promise, the .‘I-+'
acceptance of that proposal | I
must be absolute and
unqualified- section 7 of the q|
Contract Act 1950.




ELEMENTS OF
ACCEPTANCE

——
I
.JI—P When the acceptor deviates
I

3)E ion of t
) Expression of acceptance from the prescribed form, the

-Acceptance must be
> offer must not keep silent. If he

expressed in some usual and ¢! T
| does so and fails to insist upon

reasonable manner, unless the . i
_ .J-'I" the prescribe manner, he is
proposer prescribe the I ) )
| considered as having accepted

manner in which is to be I
) .'{-"’. the acceptance in the modified
accepted under section 7(b). | ranner under section 7(b)




~ COMMUNICATION OF
ACCEPTANCE

I
Section 4(2)(a) provide the Q|_,]’ Section 4(2)(b) provide the

communication of acceptance is ..L+. communication of acceptance is
I

complete as against the complete as against the
proposer whenitisputina ~ ®® accepter when it comes to the

course of fransmission to him. .’If'l. knowledge of the proposer.
I




/ COMMUNICATOON OF ACCEPTANCE
N

Accaptance through post is ) ‘
complete when the letter of Section ft(2)fd) provide the
acceptance is posted, even commumca‘npn of
though it has not come to acceptance is complete as
the actual against the proposer when it
knowledge/received by the is put in a course of
offeror. transmission to him.

o The offeror is bound to the
s confract is b'“d'.“9 on contract when the offeree posts
the offeror, irrespective of

] the letter of acceptance, even
any delay or disappearance

though the offeror has no
of the letter of acceptance. knowledge of acceptance.




(
|
|
|
|
|
|
|
|
|
|
|
|

It was once about rights over a piece of land.
The letter stating acceptance of the phrases
for the land did not reach the defendant before
the right data. Then again, the plaintiff won due
to the fact that the letter was posted earlier
than the due date, even though it wasn't
received.

Facts: On July 20, the plaintiff was given the
option to purchase the defendant island; the
option was to be exercised on or before August

Issue: When was the notice
effective as against the plaintiff?

Held: The court held that
acceptance was effective on
August 16, when the notice was




~ COMMUNICATION OF
REVOCATION

Communication of revocation is Q|_P Communication of revocation is

completeas against the person ..L+. completeas against whom it is
|

who makes the revocation when made on|y when it come to his

itis put in the course of .JI—I’ knowledge by virtue of section

transmission to the person to .'If'l. 4(3)(b).
whom it is make by virtue of I

section 4(3)(a).




Section 5 (2) provides thatan acceptance may be revoked at any time
before the communication of the acceptance is complete as against the

“ acceptor, but not afterwards.
NMNAAN




Intention to create legal
relation classified into 2.
Social and domestic
agreements - parties do

not intend legal relations.

Business or commercial
agreements - parties do
intend to create legal

INTENTION TO CREATE
LEGAL RELATION

Courts will presume
that agreements
between friends
and/or family
members are not
intended to be legally
enforceable.

Mr B promised to pay his wife
£30 per month.

Mr B had to return to Ceylon. Mrs
B was to remain in England for
medical reasons.

The couple later separated.
Mrs B claimed £30 per month
pursuant to Mr B's promise.




QJ._IﬂDefmed in section 2(d) of the Contract
Act follows: “when, at the desire of the

Consideration may be seen as ..|.,P
promisor, the promisee or any other

the reason for the promise. Q.|_+0 person has done or abstained from
Under section 26, the general doing, or does or abstains from doing,
or promises to do or to abstain from

doing, something, such act or
| abstinence or promise is called a
consideration for the promise™.

rule in a contract is that an I
agreement without I
consideration is void I




‘ EXCEPTIONS TO
\____ CONSIDERATION

. Rt
1. An agreement made on account o | g If the requirement under se 6(a)
of natural love and affection. | are present:

English law does not recognize it. Q.|_,p 1.1t is expressed in writing.
However, Malaysia does recognize _| I 2.1t is registered (if applicable)
this exception under section 26(a). | 3. The parties stand in near relation
Thus, an agreement made on .J_.lﬂ to each other. Near relation varies
account of natural love and from one social group to another as it
affection would be held to be .T"" depends on the custom and practice

binding in Malaysia of such group.

[
I
I
I
I
I
I
I
I
I
I
I
I
I
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2. A promise to compensatefor | |

3. A promise to pay a debtbtirred by
something done under section I}

limitation law under section 26(c). “It
26(b). "It is promise to is promise, made in writing and signed
compensate, wholly orin part,a _| I by the person to be charged
person who has already | | therewith, or by his agent generally or
voluntarily done something for the .J_.Hﬂ specially authorize in that behalf, to
promisor, or something which the _ | _ pay wholly or in part, a debt of which
promisor was legally compellable .T-:’ the creditor might have enforce
payment but for the law for the
limitation of suit™.

[
I
I
I
I
I
I
I
I
I
I
I
I
I
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/ CONSIDERATION NEED NOT
\ MOVE FROM PROMISE

N —— 7
Tweddle vs Atkinson (1861) _i ™ Mm‘ .

. Issue: The primary issue for the court was wi
Facts: The son and daughter of the parties son could, as a third party to the agreement, enforce the

involved in this dispute were getting married. As contract between the fathers, which was ultimately for the
such, the father of the groom and the father of benefit of him and his wife. It was argued that the intention of

[

I

I

I

I

I the bride entered into an agreement that they I the agreement between the fathers was for the couple to
I | derive a benefit from the payment of the money. Moreover, it
I

I

I

I

I

I

would both pay sums of money to the couple. was argued that preventing the son from being able to |
Unfortunately, the father of the bride died enforce the contract would effectively ignore the intentions |
I of the fathers. |

father of the son died before he could sue over I Held: The groom’s claim was rejected by the court. It was held
I that the groom was not a part of the agreement between

the agreement between the parties. As a result the fathers, and he did not provide any consideration for the

of this, the groom brought a claim against the | promise made by the father of the bride. Also, as a stranger
tor of the will for the payment that was to the contract, the son could not enforce it. On this basis, the
ously agreed upon between the fathers. l court found in favor of the executor of the will.

s\

B =

before he paid the money to the couple, and the




AN AGREEMENT ON ACCOUNT OF NATURAL LOVE
AFFECTION BETWEEN PARTIES STANDING IN NEAR

CASE: RE TAN SOH SIM, CHAN LAO KEONG & ORS VS

Facts: Before Tan died, he had
expressed his intention to
hand over his property to his 4
adopted children. He also left
10 heirs who had made a treaty
claiming their willingness to
release the property to the
four foster children, who were
their adopted children.

RELATION TO EACH OTHER
TAN SAW KEOW ( 1951)

Issue: Property

struggle between Tan
sister and four foster
children

Held: The word ‘relationship’
and ‘curb’ must be interpreted
based on the beliefs and
culture as well the
circumstances of each case
involved. The father and the
sisters did not have a close
relationship with their adopted
children. The agreement is null.
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AN AGREEMENT TO COMPENSATE FOR PAST
VOLUNTARY ACT
KEPONG PROSPECTING VS A.ESCHMIDT (1968)

P —

Facts: T agreed with Schmidt in writing that, in
consideration of Schmidt's assistance to obtain a
permit and start mining operations, T would pay
Schmidt 1% of the price that all ore from the land
was sold at. Ayear later, KP agreed to work the
land and undertake T's agreement with Schmidt.
The agreement that KP and Schmidt signed
stated that it was supplementary to the original
agreement between KP and T. These terms were
later terminated by a consent order, which
stated that J would take over the company and
provide the company with an indemnity for the
payment owed to Schmidt. Schmidt claimed for
the money that was agreed upon, and KP claimed
that they had been indemnified by J. The trial
judge dismissed Schmidt's claim, and the Federal

to pay S.KP appealed the decision

(P —

Issue: The court was required to
establish at which point Schmidt had
given consideration during
proceedings. His first argument was
that he had given consideration to
the agreement between T and KP. If
the court disagreed, Schmidt held
that he had given effective
consideration to the agreement
between himself and KP, and
therefore he should be able to claim
the money owed to him.

G —

Held: The court dismissed Schmidt’s
claim to be able to enforce the
original agreement between T and
KP, as he was not a party to that
agreement. However, Schmidt was
deemed to have given consideration
under Malaysian law to the
agreement between himself and KP.
Therefore, Schmidt could sue for the
sum that was owed on the
agreement between himself and KP.




The terms of a contract
must be certain and not
vague.

CERTAINTY OF
CONTRACT

Agreements, the
meaning of which is
not certain or capable
of being made certain,
are void under section
30.

An agreement which is
uncertain or is not
capable of being made
certain is void-
KaruppanChetty v
SuahThian (1916) FMSLR
300




Section 11 Contract Act 1950
“Every person is competent to contract, who is of the age =
majority according to the law to which he is subject, and who is

of sound mind, and is not disqualified from contracting by any
law to which he is subject”

Capacity refers to the ability of the parties to a contract to fully
understand its terms and obligations.




The parties entering into a contract should also be competent
to contract i.e. they must have the legal capacity to do so.

The age of majority is eighteen years - (age of Majority Act 1971)

Under section 2(g) the effect of a void contract is that it cannot
be enforceable by the law.




Exceptions to this rule:

1. Contracts for necessaries - Section 69 of the Contract Act

1950

2. Contract of scholarship- Contract (Amendment ) Act 1976
3. Contract of insurance- Insurance Act 1963 (Revised 1972)
4. Contract of service/apprenticeship




VOIDABLE
AGREEMENTS

A voidable agreement occurs .'J"'I’. According to section 19(1), when a
when the agreements was consent to an agreement is.caused by

entered due to coercion,undve | | coercion, fraud or misrepresentation,

influence, fraud and the agreement is a contract voidable

misrepresentation by virtue of QJ_I,O at the option of the party whose
section 19(1) of the Contract Act _| consents was so caused.
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- Q5
Ql_r According to section 65 of the
(the other party) in case of fraud Contract Act, the party rescinding a

i o ) ) I voidable contract shall, if he has
or misrepresentation may, if he |

] T .‘I-{’ received any benefit from the other
thinks fit, insist that the contract | e
be performed, and that he shall be I || benefit to the person from whom it

put in the position in which he .,|{__|,0 was received

would have been if the I |
resentation made had been H \

According to section 19(2) of the
Contract Act, the innocent party

[
I
I
I
I
I
I
I
I
I
I
I
I
I




, Q25"
Ql"'l’ Coercion is the committing, or
threatening to commit any act
Definition of coercion can befound | | forbidden by the Penal Code or the
in section 15 unlawful detaining to detain any
property, to the prejudice of any
person whatever, with the intention of

[
I
I
I
I
I
I
I
I
I
I
I
I
I

causing any person to enter into an
agreement.




KESARMAL A/L LETCHMAN DAS
VS VALIAPPA CHETTIAR (1954)

Facts: A transfer of
property was made under
the orders of the Sultan
and issued in the ominous
presence of two Japanese
officers during the
Japanese occupation of
Malaysia.

Issue: Whether the transfer
of property was successful
or not? Whether the
coercion made is valid or
void?

Held: The agreement is not
valid. This is because the
consent given was not free, and
therefore the transfer became
voidable at the will of the party
whose consent was so caused.




I Q2
QI-'I’(i) Where he hold a real or apparent authority

..|_JI’ over the other, or where he stands in a
fiduciary relation to the other; or

section 16 of the contract Act 19S0.
Elements of undue influence under
section 16 as are follows:

(a) The relation between the parties to | whose mental capacity is temporarily or
each other must be such that oneisin @l  permanently affected by reason of age,
illness or mental or bodily distress.
(ii)The burden of proving that the contract
was not induced by undue influence lies upon
the person who was in a position to

a position to dominate the will of
another. A person is deemed to be in a
sition to dominate the will of
another:

1
I
I
I
I
I
I (ii) Where he makes a contract with person I
I
I
I
I
I
I
I

dominate the will of another.




Facts: Tate is a student,
intending to sell some of his
property to settle his tuition
fees. He had met a defendant,
who was a lawyer, for advice on
the sale. The property was then
bought for defendant Tate’s
£7,000 without informing Tate
that the actual value of the
property was £20,000.

Issue: Whether the
purchase of the
property made by the
defendant is valid or
void?

Held: The contract must be set
aside as there is a trust
relationship between the
defendant and Tate. This is
because Tate referred to the
defendant for advice, and
therefore the defendant did
not have the right to purchase
the property without making
such disclosure.




|
section 17 of the contract Act 1950. QJ_P

| when ever a person causes another to act
fraud includes certain acts which are "|-"' on afalse representation which the maker
committed with the intention to .‘L{’ himself does not believe to be true, he is said
I

induce another party to enter into a to have committed a fraud

contract.

——————————————
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LETCHEMY ARUMUGAN Vs
% ANNAMALAY (1982)

.

(
\

e e G —

Facts: The defendant made a fraudulent
misrepresentation to the plaintiff (an
illiterate Indian woman wearing rubber
tape) and had induced her to enter into a
sale and purchase agreement. The
defendant had fraudulently represented
to the plaintiff that the document she was
required to sign was for a loan she took
and to free the land from a change.
Actually, it was for a sale agreement
relating to the land, the transfer of the
land, and further agreements to purchase
three unapproved sub-lots on her own

Issve: Is the
agreement valid
because the plaintiff
has already signed it?

Held: The agreements were
voidable at the option of the
plaintiff. The initial agreement and
the further agreements relating to
the purchase of the three
unapproved sub-lots could be
rescinded, and the court could
award her damages for the loss
suffered by the plaintiff due to the
defendant’s fraudulent
misrepresentation.




Section 18 of the CA 1950: A positive ‘i_‘" A breech of made the duty without
I

statement by someone about intention without deceiving and giving
something incorrect but the person advantage to the offender.
believes it is true. || _ Cause, though in good faith, one party
I agrees to make a mistake on the

..|{_|’ subject matter of the agreement.
I
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BISSET VS WILKINSON (1927)

N s e s s e — ——————————————

Facts: The defendant in this matter was the
purchaser of land in New Zealand, which was
purchased by the claimant for the purpose of sheep
farming. The appeal, to which this judgment relates,
is on the defendant’s counterclaim. During the
purchase process, the claimant informed the
defendant that the land being purchased was
capable of sustaining 2000 sheep. However, after
the purchase, the defendant discovered that this
was only possible if very careful land management
was carried out and that the land as it stood could
not sustain this number of sheep. The defendant
therefore sought to rescind the contract on the

N

Issue: The issue in this
circumstance was whether
the statement made by the
claimant could be
considered a statement of
fact in terms of being a
representation or whether it
was simply an opinion held
by the claimant.

T —

Held: The claimant’s statement was nothing
more than an opinion as to the capacity of the
land, based on the claimant’s knowledge of
farming and the defendant’s knowledge of the
current stock. The statement was therefore
not held to be a representation. In any event,
the defendant had not been able to
demonstrate that the land was not capable of
carrying the 2000 sheep that the claimant
had stated, and therefore the claimant’s
appeal was allowed and the contract could
not be rescinded.




|
section 21 of the contract Act 1950. QJ_P

L It should be note that parties toa

The section state: “where both parties ‘|-‘|’ contract may make various types of
to the contract are under a mistake as

..|_i’ mistake in the process of negotiating
to the matter of fact essential to the

o and agreeing to the contract.
agreement, the agreement is void”. .Jl_l’

[
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RAFFLES VS WICHELHAUS

i — — ——— —— — ———— —————— —

Facts: The complainant, Mr. Raffles, offered to sell an
amount of Surat cotton to the defendant, Mr.
Wichelhaus. This Surat cotton would be brought to
Liverpool by a ship from Bombay, India. This ship was
called the Peerless, but there were two ships that had
this name. The complainant and the defendant were
both thinking about a different Peerless ship when

/ they agreed to make the sale. One of the ships was

due to leave Bombay in October, which was what the
defendant had thought for his Surat cotton delivery,
but the complainant was referring to the ship that
was to leave in December. When the Surat cotton
arrived in Liverpool, Mr. Wichelhaus refused to pay, as,

[
N

(186Y)
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Issue: The complainant
sved the defendant for
breach of contract. The
issue in this case was
whether there was an
enforceable contract
between the parties?

Held: It was held that the contract between
the complainant and defendant was not
enforceable. When the contract was being
discussed, there was ambiguity in the
Peerless and what ship was being referred to,
as well as no agreement on the terms of the
sale. There had been no consensus ad idem
or meeting of the minds between the parties
to form a binding contract. The objective test
made it clear that a reasonable person would
not have been able to identify with certainty
what ship had been agreed on.
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VOID AGREEMENT

(P —

Section 2(g) CA1950 - A
void agreement is an
agreement not
enforceable by the law.

(P —

Section 24 CA 1950 - the consideration
or object of an agreement is unlawful if
it fails within any of the subsections of
the section. The consideration or object
of an agreement is lawful unless:

()it is forbidden by a law,

(b)if it of such the nature that , if
permitted, it would defeat any law,
(o)it is fraudulence,

(d)it involves or implies injury to the
person or property of another, or the
court regards it as immoral, or oppose

G —

The effects of a void
agreement :

Any person who has received
any advantage under the
agreement is bound to restore
it, or to make a compensation
for it, to the person from whom
he received it, virtue under
section 66.




The express and implied

term are divided into
condition and warranties.

CONDITION
Term that is vital to the contract.

Stipulation essential to the main
purpose of the contract.

If there is a breach of condition, the
injured party may rescind the contract
and sue for damages.

WARRANTIES

Type of term considered by the parties
to be of lesser importance to the main
purpose of the contract

Stipulation collateral to the main
purpose of the contract, ie. less
important term compare to conditions.

If there is a breach of warranty, the
injured party may only claim for




Discharge by Performance
Section 38 of CA

A party is discharged only when
they have completely performed
their obligations under the
contract

Discharge by Frustration
Section 57 of CA

The contract is in itself impossible to
be performed or become impossible
to be performed due to a few
circumstances. E.g: Death,
supervening event or illegality,
destruction of subject matter

Discharge by Agreement
Section 63 of CA

If the parties agrees to substitute a
new contract, to rescind or to alter
it, the original contract need not
be performed

Discharge by Breach of Contract
Section 40 of CA
When the party to a contract has
refused to perform his obligations,

the promise may put an end to the
contract




performance of a contract
must be exact and precise

DISCHARGE BY
PERFORMANCE

section 38(1),the parties
to a contract must
either perform or offer
to perform their
respective promises,
unless such
performance has been
dispensed with by law.

A contract is performance
by the provision of the
stated service and
accommodation or the
delivery of goods on the
part of the seller and the
payment of the contract
price by the buyer.




AGREEMENT

“V'a) Novation : When a new contract is substituted for an
existing one, either between the same

parties or between the one of the parties
and the third party.
b) Rescission: When all or some of the terms of contract are
cancelled.
c) Alteration : When one or more terms of the contract is/are
altered by the mutual consent of the
parties to a contract.

(d)_ Remission: Acceptance of a lesser fulfillment of the
promise made

(e) Waiver: Intentional relinquishment or giving up of a right
by a party entitled there to under a contract.

(f) Merger: When an inferior right accruing to a party under a
contract merges in to a superior right accruing to
the same party under a new contract.




A contract is frustrated
when there is a change in
the circumstance which
renders a contract legally
of physically impossible of
performing under section
57(2).

DISCHARGE BY
FRUSTRATION

For frustration to apply,
the impossibility of
performing the contract
must arise without the
fault of either party.

Robinson v. Davidson (1871) 6
LR. Exch, 269.

In this case contract was that
the defendant must play the
piano at a concertona
specified date. On the specified
date, the defendant was
unable to perform as she was
ill. It was held that the contract
was discharge by frustration.




an unforeseen event outside the control of the contracting
parties (a supervening event) has significantly or radically
changed the obligations of the parties from their original
intentions




DISCHARGE BY BREACH
A BREACH OF CONTRACT
OCCUR IN SOME WAYS
INCLUDING:

Failure to comply with a By a party announcing Delay in the performance

where time is of the essence in

term of the contract. to the other party that
the contract

they are no longer
interested in carrying
out their obligations
prior to the time for
performance
(anticipatory breach).




DISCHARGE BY BREACH
A BREACH OF CONTRACT
OCCUR IN SOME WAYS
INCLUDING:

Where one of the parties A refusal to perform a A refusal to perform a contract

indicates to the other contract may occur when performance is due

either by conduct or in before the fime for would amount to a discharge

performance is due
(anticipatory breach) or
during the time of
performance itself

clear terms an intention
not to go on with the
contract, the party is said
to have repudiated or
renounced the contract







Contractual damages are a 0 2 ‘ The main purpose of damages is to enable the

e I uffered innocent party to receive monetary compensation \
compensationfor aloss sutreredas a | from the party responsible for the breach of
/ result of a breach of contract. | \\.r contract. I
They are not intended as a punishment | °°‘f“°9'fs g'e 9"’"'|ed i °.P.°"ershc°ms§"5°:°" !
for the party who failed to perform or fhe damage, foss o injury he has suffere
Ol VRIS (Fre P through a breach of contract- section 74 contra
\ — — _obligationunder.the confract. __ N —Act1950

' 0 3 | i is the aim of the court, in awarding
/ Damages are remedy provided by the damages, to place the party who has
\\ common law to provide financial 7 suffered the loss as a result of breach as
1 compensation where there has been a nearly as possible in the same position
breach of contract. as he or she would have been in if breach
has not occurred. ”




Allows an innocent party
to cancel the contract by

rescinding.

This is in accordance with
section 40; “When a party toa
contract has refused to perform,
or disabled himself from
performing, his promise in its
entirety, the promise may put an
end to the contract, unless he
has signified, by words or
conduct, his acquiescence in its
continuance”

If the party not in default chose
to rescind the contract, any
benefit which he has received
from the defaulted party must
be restored /returned. This is
provided under section 65.
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I
Damages awarded to a plaintiff when ‘|-‘|’
the defendant has been unjustly
enriched at the plaintiffs expense. I

restitution is awarded in situations
where one party has provided a
benefit to another party under a

| . contract and that contract turns out

to be unenforceable.
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A discretionary order
granted by the courts
directing a person to carry
out their obligations under
the contract.

The Specific Relief Act
1950- provides for the
remedy of specific

performance.

Specific performanceis a
discretionary remedy.
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breaking their contract or from

~/  committing a wrongful act (an order

prohibiting performance) and will not be
awarded if damages are adequate

770N
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Mandatory injunction
-a court order requiring something to
7 be done for example, injunction requiring
the landlord to keep the water supply
open for his tenants.

A court order restraining a party from S

Interlocutory injunction
- is used by a party to maintain the
status quo of the subject matterina
pending suit.

Prohibitory injunction N
- restraining order \
- stopped something from being done. |
- An injunction is an equitable remedy. Thus, it |
can be varied or dissolved if the court discovers
that the application for injunction was made on I

suppressed fact or that the facts upon which th
order was granted no longer exist.
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Quantum merit is the
determination of value of the
services extended based on the
amount of work and the rate of
work existing there for similar
work, when an agreement or
contract is not existing between
the parties. This Latin word
‘kwahn-tuhm mare-ooh-it’
means “as much as he deserved.”

(
\

(P —

Section 71 which states:

‘Where a person lawfully does
anything for another person, or
delivers anything to him, not
intending to do so gratuitously,
and such other person enjoys
the benefit thereof, the latter is
bound to make compensation to
the former in respect of, or to
restore, the thing so done or

G —

Generally all standard forms of
construction contract used in
the private sector in Malaysia
allow for the quantum meruit
claims under the
circumstances of works being
executed by the contractor
which are deemed varied or far
exceed those contemplated by
the parties.




|
Court Ol'del’s fhof 0||OWS The use Of | I Itis USUOHY filed by way of an ex porfe

reasonable force to enter the | (with respect to or in the interests of
premises of the defendants to I one side only or of an interested
secure properties/ documentsin | I outside party) application
fear that it will be destroyed
before trial.




EXERGISE

CHAPTER ONE



EXERCISE

THE LAW IS VERY IMPORTANT IN SOCIETY. IT IS A MUST IN
AND PROBLEM-FAGE. WHICH OF THE FOLLOWING STATE!

A. SYSTEM OF RULES WHICH IS ENFORCED THRO
B. LEGAL SYSTEMS ARE PARTICULAR WA
C. NO PERSON MUST BE PUNISHED EXC
D. ALL PEOPLE ARE NOT EC
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MAGISTRATE COURT

A COURT WHICH HAS JURISDICTION TO HEAR AND DETERMINE

CRIMINAL AND CIVIL CASES FROM HIGH COURT IS

A. FEDERAL COURT
B. COURT OF APPEAL

C
D. SESSION COURT



EXERCISE

L What is the main function of law?
A. Maintain justice in society
B. Maintain the stability in society
(a2 Maintain prosperity in society
D Maintain equality in society

2, Private law consists of the following EXCEPT;
Tort law

B Trust law

C Contract law

D Criminal law

>

3. This law governs the relationship between individuals and the state
A Public Law
B. Private Law
C: Individual Law
D. International Law

4. The party who brings a claim in a civil case is known as
A. A Defendant
B. A Prosecutor
e A Plaintiff
D. The King

S. Ancestral property is meant to be inherited by daughter or daughters; this situation is best
example for.
A. Customary law
B. English law
@ Judicial precedent
D. Legislation



EXERCISE

6. Choose the CORRECT jurisdiction of High Court
A Determine law made by parliament
B. Focus on matters in which Magistrate and Session Court have no jurisdiction
o] Decide on disputes on any other questions between states
D. Determine appeals on criminal and civil matters
% Identify the CORRECT statement about sources of Malaysian Law.
A, Subsidiary legislation is categorized under common law.
B. Federal Constitution is the supreme law of the land.
e Equity is considered as a source of law under written law.

D. Islamic law is the law of the land after Merdeka.

8. A court which has jurisdiction to hear and determine decisions on any appeal cases of
criminal and civil cases from High Court is s
A. Court of Appeal
B. Session Court
C. Federal Court
D. Syariah Court

9. Choose the FALSE statement from the following in reference to international law:
A, Deals with relationship between states
B. Concerned with the application of various national law
(o} Concerned with any matter which invelves the relations of citizens with the state
D. Deals with relationship between nations

10. Unwritten Law in Malaysia may be found in the following EXCEPT ...
Choose the best answer.
A. Judicial Decisions
B. Customs
C. State Constitution
D. Common Law



EXERGISE

CHAPTER TWO



EXERCISE

CHAPTER 2




Exercise

The legislation that governs contracts in Malaysia is

The Companies Act 2016

The Hire-Purchase Act 1967
. The Sale of Goods Act 1957
. The Contracts Act 1950

Which of the following is NOT basic element of valid contract?
Offer

B. Mistake

C. Consideration

D. Certainty

These are regarded as invitations to treat EXCEPT:

A. Auctions
B. Advertisement of tenders
C. Agreement




Exercise

The general rules state that contracts made by minors are void EXCEPT:
A. Conlracts of buying product

B. Contracts of partnership

C. Contracts of scholarship

D. Contracts of sales of goods

Choose the CORRECT ways that a proposal may be withdrawn
i.  Communication of the notice of revocation
ii. The time prescribed elapses
iii. Failure to fulfil a condition precedent to an acceptance
iv. Death of the proposer

A i ii and i
B. i iii and iv
C. i fiiandiv
D. Al of the above

Any modifications of the offer is named as. and it s a rejection of the original
offer.

Acceptarice
Invitation to treat
Counter acceptance
Counter offer

Section _______of the Contracts Act 1950 underlined that all agreements are contra
if they are made by the free consent of parties competent to contract.
A

B 1
C. 15
D. 16

he consideration or object of an agreement is lawful unless:
Itis forbidden by alaw
Itis fraudulent

Itinvolves injury to the person or property of another
Itis of such a nature permissible by law

i, ii and iii

ii. fif and iv

i, il and iv
All of the above




Exercise

A contract may be discharged by_

Mistake

Undue influence
Frustration
Quantum merit

is a court order restraining a party from breaking their contract or from
committing a wrongful act and will not be awarded if damages are an adequate remedy. The
above statement is referred to ?
A. Rescission
B. Injunction
C. Quantum merit
D. Specific performance




Exercise

Puan Elani wants to give her land to her son, Elan on his 21st birthday. Since Elan
will not pay any money to his mother, Puan Elani is worried that the land transferral
to Elan, might be void under the virtue of Section 26 of the Contracts Act 1950.
Based on the above situation, you are required to:

i. Write an issue to the above situation. [2 mark]

ii. Derive the relevant provisions of the Contracts Act 1950. [3 marks]

iii. Apply ONE (1) relevant case to support your answer. [6 marks]

iv. Prepare your conclusion. [4 marks]
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