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PREFACE

Assalamualaikum w.b.t dan Greetings,  

Bismillahirrahmanirahim. Alhamdulillah, thanks to Allah for his bounty, the Business

Law Guideline for Polytechnic’s student has successfully produced. We, Noorji Mohd

Japar and Zurya Alias produced this guideline for students who take Business Law

courses at the Polytechnic Diploma level. This guideline consists of Five (5) chapters

that will provide student simple guidelines and cases in the Business Law course at

polytechnic.

Finally, it is hoped that the student will gain the required understanding of Business

Law courses and easy to catch cases relate to the syllabus
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Outline Malaysian judicial system2
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OUTLINE THE MALAYSIAN 

JUDICIAL SYSTEM
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Synopsis of The Courts Hierarchy
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High court The Sessions 

Court

The Magistrates’ 

Court

Se
n

te
n

ci
n

g

INTRODUCTION TO MALAYSIAN LEGAL PRINCIPLES:

Malaysian Judicial System

5



ANSWER ALL QUESTIONS.

1. Choose the sources of the unwritten law.

A. Act

B. Constitution,

C. Judicial Precedent

D. Enactment

2. State the types of sources in Malaysian law.

A. Customs, common law

B. Written, unwritten law

C. Historical, legal sources

D. Judicial decisions, common law

3. Private Law consists of the following EXCEPT:

A. Tort law

B. Trust law

C. Contract law

D. Criminal law

4. State the supreme law of Malaysia.

A. Act of Parliament

B. State Constitution

C. Federal Constitution

D. Subsidiary Legislation

5. Indicate the law that regulates the relationship between the government and individual ?

A. Private law

B. State law

C. International law

D. Public law

QUESTIONS
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6. Which of the following is a subordinate court in Malaysia?

A. The Session Court

B. The High Court

C. The Court of appeal

D. The Federal court

7. Name the highest court in Malaysia. 

A. Federal Court

B. High Court

C. Industrial Court

D. The Court of Appeal

8. The jurisdiction of the High Court as follows EXCEPT:

A. Appeal jurisdiction 

B. Origin jurisdiction

C. Supervisory jurisdiction

D. Hear any disputes between any State and the Federal Government

9. High court can hear all civil matters when the amount involved is exceeding ________. 

A. RM 25, 000.00

B. RM 100,000.00

C. RM 250,000.00

D. RM 1,000,000.00

10. The high court has ________ judges.

A. One

B. Two

C. Three

D. No

QUESTIONS
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Define contract1

Apply the elements that form a valid contract 
and terms in contract2

LAW OF CONTRACT

At the end of this topic, students are able :

C
H

A
P
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R

2

Ascertain effects of contract3

Ascertain remedies for breach of contract5

Explain discharge of contract4
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THE LAW OF CONTRACT

Element of Contract

Offer Acceptance Consideration Intention Capacity Certainty

Definition the contract

Section 2(h) CA 1950

Offer

Definition

Section 2(a) CA 1950

To whom an offer 
can be made

Specific

Case: Boulton v Jones (1857)

General

Case: Carlill v Carbolic Smoke Balls 
(1893)

How to make a 
offer

Orally

Written

By conduct

Invitation to treat

Advertisement

Case: Coelho v The Public 
Service Commission (1964)

Self service outlet

Case: Pharmaceutical Society of 
Great Britain v Boots Cash Chemist 

(1953)

Auction

Case: Harrison v Nickerson 
(1873)

Exhibition the shop window

Case: Fisher v Bell (1961)

Communication of an offer

Section 3 and Section 4(1) CA 
1950

Revocation offer

Section 6 (a) CA 1950 

Notice of revocation 

Case: Byrne v Vien Tian Hoven 
(1880)

Section 6 (b) CA 1950 
Lapse of time or reasonable 

time
Case: Ramsgate Victoria Hotel 

Co. Ltd. v Montefiore (1866)

Section 6 (c) CA 1950 

Failure to fulfill a condition of 
offer

Case: Hyde v Wrench (1840)

Section 6 (d) CA 1950 Death or 
mental disorder

9



Case: Carlill v Carbolic Smoke Balls (1893)

Carbolic Smoke Ball advertises that they will be offering £ 100 to anyone still suffering from influenza after

using certain medications for a fixed period of time. Plaintiff duly used it but was infected with influenza.

Plaintiff then demanded money.

Held: Plaintiff is entitled to £ 100 as he accepts an offer made to the rest of the world

Case: Coelho v The Public Service Commission (1964)

The applicant has applied for the position in response to a newspaper advertisement. He was then told that his 

application had been accepted. Subsequently, the Public Service Commission sought to terminate his 

employment on the grounds that he was appointed on probation. The applicant then applied to the court to 

order the annulment of the decision.

The High Court ruled, the advertisement was an invitation for a qualified person to file an application and the 

resulting results were offered.

LAW OF CONTRACT:

The element of Contract; Offer

10



LAW OF CONTRACT:

Element of Contract; Offer
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Acceptance

Definition

Section 2(b) CA 1950

Oral

Written

Conduct

Section 7(b) CA 1950: 

Absolute and unqualified   

Case: Felthouse v Bindley (1862)

Communication of 
acceptance

Section 3 CA 1950

Communication acceptance by post  

Case: Ignatius v Bell (1913)

Acceptance subject to contract 

Case: Law Kar Yit v Mohd Isa & Anor 
(1963)

Revocation of acceptance

Case: Dummore v Alexander (1830)

Requirement of 
acceptance

How to make an 
acceptance

Section 7(a) CA 1950: 
Absolute and unconditional

Case: Hyde v Wrench (1840)

LAW OF CONTRACT:

Element of Contract: Acceptance
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LAW OF CONTRACT:

Element of Contract; Acceptance
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Consideration

Definition

Section 2(d) CA 1950

Executor

Executed

Past consideration 

Case: Kepong 
Prospecting LTD &ORS v 

Schmidt (1968)

Consideration can move from any other person 

Case: Venkata Chinnaya v Verikatara Maya (1881)
Adequacy of consideration  

Section 26 CA 1950 Explanation 2

Case: Phang Swee Kim v Beh I Hock (1964)

Waiver of consideration:  

Section 64 CA 1950

Case: Kerpa Singh v Bariam Singh (1966)

Agreement without consideration is void: 

Section 26 CA 1950

Case: Tan Soh Sim v Tan Saw Keow (1951)

Types of consideration

LAW OF CONTRACT:

Element of Contract; Consideration
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Element of Contract; Consideration
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Intention

Definition

Section 2(a) CA 1950 / Section 10 CA 1950

‘willingness’ can be referred to the existence of intention

Business arrangement 

With attention

Case: Rose & Frank Co v Crompton Bros

Case: Merrit v Merrit (1970)

Social and family arrangement  

No intention   

Case: Balfour v Balfour (1919)

LAW OF CONTRACT:

Element of Contract; Intention
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Capacity

Definition

Section 11CA 1950 

Case: Tan Hee Juan v Teh Boon Keat (1934)

Age of Majority

Majority is 18 years (Age of 
Majority 1971)

Exceptions of age majority

•Necessaries

•Section 69 CA1950

•Case: Government of Malaysia v. Gurcharan Singh &Ors. (1971) 

•Scholarship

•Section 4 Contract (Amendment) Act 1976

•Case: Government of Malaysia v. Gurcharan Singh &Ors. (1976) 

•Insurance

•Section 153 Insurance Act 1996

Unsound Mind

Section 12 CA 1950
Bankrupt

LAW OF CONTRACT:

Element of Contract; Capacity
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Certainty

Definition

Section 30 CA 1950

Case: KaruppanChetty v Suah Thian (1916)

LAW OF CONTRACT:

Element of Contract; Certainty
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Effect of the 
contract

Valid Contract

Fulfill all the elements of contract 
Coercion

Undue influence

Fraud

Misrepresentation

Mistake

Section 28 CA 1950

Case: Wrigglesworth v Wilson Anthony 
(1964) 

Section 29 CA 1950

Forbidden by law

Case: Manang Lim Native Sdn Bhd v 
Manang Selaman (1986)

Defeat any Law

Case: Chung Kitaw Bank Ltd v 
Hotel Rasa Sayang Sdn Bhd& 

Anor (1990)

Fraudulent

Implies injury 

Immoral or against public policy 

Case: Pierce v Brooks (1886)

Illegal Contract

Voidable 
Contract

Void Contract

Section 2(g) CA 1950

.

LAW OF CONTRACT:

Effect of Contract
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Free Consent / 
Voidable Contract

By Coercion

Section 15 CA 1950

Case: Kersamal s/o Letchman Das v 
ValiappaChettiar (1954)

By Undue Influence

Section 16 CA 1950

Case: IncheNoriah v Shaik Allie bin Omar (1929)

Case: Che Som bte Yip & ORS v Maha Pte Ltd (1989)

By Fraud

Section 17 CA1950

Case: LetchemyArumugam v Annamalay (1982)

Section 18 CA 1950

Case: Bisset v Wilkinson (1927)

By Mistake

Section 21 CA 1950

Case: Raffles v Wichelhaus (1864)

Section 23 CA1950

Case: Tamplin v James (1880)

By Misrepresentation

LAW OF CONTRACT:

Voidable Contract
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LAW OF CONTRACT:

Voidable Contract
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Terms of 
Contract

Express 
term's

Implied term's

Condition

Warranty

LAW OF CONTRACT:

Element of Contract; Terms of Contract
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Discharge of 
Contract

By performance 

Section 38(1) CA 1950

Case: Bolton v Mahadeva (1972)

By impossibility (frustration)

Section 57(1) CA 1950

Case: Taylor v Caldwell (1863)

By breach

Section 40 CA 1950

Case: Tan Hock Chan vs Kho Teck Seng (1980)

By agreement

i.  Novation

Illustration (a) Section 63 CA 1950

ii. Rescission

iii. Alteration

Illustration (b) Section 63 CA 1950

iv. Remission

Section 64 CA 1950

LAW OF CONTRACT:

Discharge of Contract
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Remedies

Damages

A compensation in terms of money 

Section 74 to Section 76 CA 1950

Rescission of 
contract 

To return the parties to their pre-contract position

Section 40 CA 1950

Specific 
performance

A discretionary court order directing a person to carry 
out their obligation under the contract

Section 11(2) Specific Relief Act 1950.

Injunction

A discretionary court order to restrain the party from 
breaking a contract

Types: Prohibitory, Mandatory, Interlocutory

Quantum Meruit

Arises in case of part performance. It means ‘as much 
as he earned’ 

Case: Sumpter v Hedges (1898)

Anton Pilller 
Order

Case: Anton Piller v Manufacturing Processes Ltd 
(1976)

LAW OF CONTRACT:

Remedies of Contract

24



SECTION A: This section consists of SEVEN (7) objective questions. Choose the best answers.

1. Promisee also known as __________. 

A. Offeree

B. Offeror

C. Proposer

D. Promisor

2. Arda went to The Mayo Supermarket intended to buy a titanium pan displayed in the 

supermarket with the price tag of RM300.00. She took the pan to the cashier’s counter. Arda

is making ____________________ and the cashier is making _________.

A. an offer, an acceptance

B. an acceptance, an offer 

C. an offer, a counter-offer

D. an invitation to  treat, an offer.

3. An agreement made without consideration is void, EXCEPT ____________.

A. contract is restraint of trade.

B. contract in restraint of marriage

C. contract made by a drunken person

D. contract to compensate a past voluntary act

4. Modifications of the offer is named as _____________ and it is a rejection of the 

original offer.

A. Acceptance

B. Consideration

C. counter-offer

D. invitation to treat

QUESTIONS
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5. A minor has no legal capacity to enter into a contract EXCEPT : 

A. Contract for housing loan

B. Contract for buying vehicles

C. Contract for insurance

D. Contract for luxurious goods           

6. Lisa applied for remedies from the court since Hans could not complete the job as 

mentions in the contract made between Lisa and Hans. What is the remedy available for Lisa?

A. Damages

B. Consideration

C. Intention 

D. Ownership

7. Which of the following is the remedies can be claimed by the innocent party when there 

is breached of the contract?

I. Specific performances

II. Injunction

III. Damages

IV. Anton Pillar Order

A. I, II, III

B. I, II, IV

C. I, III, IV

D. I,II,III,IV

QUESTIONS

26



SECTION B: THIS SECTION CONSISTS OF TWO (2) QUESTIONS. ANSWER ALL QUESTIONS.

QUESTION 1

(a) Sheikh was born in the year of 2005. He just celebrated his birthday last month. For his

birthday, he wants to treat himself with a new motorcycle. He went to Tan & Shazwan Cycle

Sdn Bhd and saw a new edition of Vespa Primavera 150 worth RM31,000.00. Sheikh seem

very happy and agree with the price. He is also ready to make payment on the motorcycle.

(i) State the issue. (2 marks)

(ii) Give the relevant provision (1 mark)

(iii) Explain the relevant case (4 marks)

(iv) Conclude your answer (3 marks) 

(b) In relation to the law of contract, write short notes on the following: (10 marks)

(i)   Coercion 

(ii) Mistaken

(iii) Fraud

(iv) Undue Influence  

(v) Misrepresentation

QUESTION 2

Describe THREE (3) examples of an invitation to treat and support your answer with relevant

cases. (15 marks)

(b) Section 10 Contract Act 1950 provides that all agreement is contracted if they are made by

free consent of parties. By virtue of section 14, consent is said to be free when it is caused by

some elements. Thus, illustrate FOUR (4) elements which caused a consent not to be free.
(10 marks)

QUESTIONS
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Categorize types of business entities in Malaysia1

Compare the characteristics of sole proprietor-
ship, partnership and company2

LEGAL ASPECTS OF 

BUSINESS ENTITTIES

At the end of this topic students are able :

C
H

A
P

TE
R

3

Ascertain rights and duties of partners and 
dissolution of partnership based on Partnership 
Act 1961

3
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LEGAL ASPECTS OF BUSINESS ENTITTIES

BUSINESS ENTITIES

SOLE PROPRIETORSHIP

Definition - an 
unincorporated business 
with only one owner who 
pays personal income tax on 
profits earned

PARTNERSHIP

Definition - Sec 3(1) 
Partnership Act 1961, the 
relation, which subsists 
between persons carrying on 
a business in common with 
view of profit

COMPANY

Definition - a legal entity 
formed by a group of 
individuals to engage in and 
run a business

29



LEGAL ASPECTS OF BUSINESS ENTITTIES

Business Entities

30



LEGAL ASPECTS OF BUSINESS ENTITTIES

Rights and Duties 

31



LEGAL ASPECTS OF BUSINESS ENTITTIES

Dissolution

32



QUESTION 1

(a) Munirah and Moli are partners in a registered business of Kedai Komputer Bersatu. After one

year carrying out the business in selling computer, Munirah would like to change the nature of

business into handphone accessories and has introduced Nabil as the new partner.

Moli disagree with Munirah’s decision and would like to seek your justification on this matter.

Refer to the Partnership Act of 1961 state the justification. [7 marks]

(b) Identify and explain TWO (2) limitations of company. [4 marks]

(c) Describe THREE (3) ways in which a partnership may be dissolved. [9 marks]

(d)  Interpret any FIVE (5) characteristics of partnership.                     [10marks]

QUESTION 2

(a) Explain FIVE (5) differences between sole proprietorship and partnership.

[10marks]

(b) Kak Yaa and Miss Keen are two talented and brilliant inventors of robotic surgery. They have

created a product that they want to sell. They were advised to form a partnership. Kak Yaa and

Miss Keen seek for your advice on the definition of a partnership and describe TWO (2)

advantages of the business. [4 marks]

QUESTION 3

State the legal principles relating to the following regarding partnership. [6 marks] 

i. The minimum and maximum numbers of partners in the firm

ii. The registrations of the firms

iii. Liability of partners

QUESTION 4

Explain FIVE (5) rules that govern the relationship between partners in the absence of partnership 

agreement. [6 marks] 

QUESTIONS
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Ascertain nature of agency1

Discuss types of agency2

AGENCY

At the end of this topic students are able :

C
H

A
P

TE
R

3

Demonstrate the relationship between principals 
and agents 3

Outline termination of agency4
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AGENCY

DEFINITION

AGENCY

Section 136 CA1950

PRINCIPAL

Section 135 CA1950

AGENT

Section 135 CA1950

TYPES OF AGENCY BY FORMATION

Express 
appointment

Section 140 CA 
1950

Case: Bank 
Bumiputra 

Malaysia Bhd v 
Henry Ginai Anak 

Langgie [1990]

Implied 
appointment

Section 140 CA 
1950

Case: Chan Yin Tee 
v William Jacks& Co 
(Malaya) Ltd [1964]

Ratification

Section 149 CA 
1950

Case: Keighley 
Maxsted & Co v 
Durant [1901]

Necessity

Section 142 CA 
1950

Case: Great 
Nothern Railway 

Company v 
Swaffield [1874]

Estoppel

Section 190 CA 
1950

Case: Freeman& 
Lockyer v Buckhurst 

Park 
Properties(Mangal) 

Ltd [1964]

35



AGENCY

Types of Agency by Formation

36
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TYPES OF AGENT BY 
AUTHORITY

Actual

Orally

In writing

Apparent

From the circumstances of the 
case

AGENCY

Types of Agent by Function
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DUTIES AND RIGHTS OF AN AGENT TOWARDS HIS PRINCIPAL.

AGENCY

Duties and Rights of Agent

38



AGENCY

Duties and Rights of Agent

39



DUTIES AND RIGHTS OF PRINCIPAL TOWARDS HIS AGENT

To indemnify and reimburse the agent.

Section 175 CA 1950 

To indemnify and reimburse the agent.

Section 175 CA 1950 

Section 176 CA 1950 
Section 178 CA 1950

EXCEPTION

Section 177 CA 1950 – Non-liability of employer of agent to do a criminal act.

AGENCY

Duties of Principals

40



QUESTION 1

Ms. Salina, requested Ms. Malina to hunt for a piece of land on which to build a factory. Ms.

Malina has been informed she will be given a 1% commission. Mrs. Salina’s budget was RM

800,000. Ms. Malina discovered a good piece of land for RM 700,000. Ms. Salina was informed

that the land was for sale for RM 800,000 by Ms. Malina. Without Ms. Salina knowledge, Ms.

Malina arranged with the seller to give her the extra RM100,000.

i. The issue (2 marks)

ii. The relevant provision (4 marks)

iii. Suitable case (6 marks)

iv. Conclusion (3marks)

QUESTION 2

According to the Contract Act of 1950, an agent has FIVE (5) obligations to the principal.

(5 marks)

QUESTION 3

Suzie was instructed by his principle Lusie to find a landed house within Nilai for a price not

more than RM500,000. Suzie found a condominium of RM600,000 in Shah Alam and without

telling Lusie, Suzie agreed with the seller, Mr Lim by paying a deposit of RM 10,000,00.

i. Identify the breach of duties committed by Suzie in the above situation. (4 marks)

ii. Recognize the liability of Suzie as an agent in the above situation. (4 marks)

iii. Explain whether Lusie has the right to reject the contract with Mr Lim in above situation.

(2 marks)

QUESTION 4

Describe THREE (3) conditions in which ratification can be made. (3 marks)

QUESTIONS
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Discuss the nature of the sale of goods1

Apply implied terms relating to the sale of    
goods contract2

SALES OF GOODS

At the end of this topic students are able :

C
H

A
P

TE
R

 5
 

Discuss transfer of property and title under 
sale of goods3

Outline breach of contract and remedies of 
contract of sale5

Ascertain protections to buyers and owners4
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SALES OF GOODS

DEFINITION

CONTRACT OF SALE

Section 4(1) SOGA1957

GOODS

Section 2 SOGA1957

Classification of good:

Existing

Future

Specific

Unascertained

Ascertained

PRICE

Section 9 SOGA1957

Contract of sale

Section 4(1) SOGA1957

There must be 

goods, money, transfer of property

Agreement to sell

Section 4(4) SOGA1957

A contract the goods is transferred from the 
seller to the buyer

43



SALES OF GOODS

Implied Conditions

44



SALES OF GOODS

Implied Conditions

45



SALES OF GOODS

Implied Warranties

46



SALES OF GOODS

Transfer of Property

47



Principle of 'Nemo Dat Quod Non Habet'

Section 27 SOGA1957

Remedies for unpaid seller
Definition Unpaid seller ; Section 45 SOGA1957

SALES OF GOODS

Nemo Dat Quod Non Habet

48



QUESTIONS
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