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Section A – SIX questions ONLY to be attempted

1 The Federal Constitution is said to entrench certain fundamental rights for the protection of the individual. 
Discuss briefly the nature and effect of any five of those rights.

(10 marks)

2 Explain briefly the circumstances in which the court may order a dissolution of a partnership as provided for under
the Partnership Act 1961.

(10 marks)

3 Although the general rule is that agreements without consideration are void, the Contracts Act 1950 provides for
several exceptions. 
State and explain those exceptions.

(10 marks)

4 (a) What do you understand by the term ‘agency’? (2 marks)

(b) Discuss the ways in which an agency may arise. (8 marks)

(10 marks)

5 The validity of a contract may be challenged on the ground that consent to it was procured by undue influence. 
In this context, explain with reference to the Contracts Act 1950, relevant cases and examples, what is undue
influence and how such undue influence may affect the validity of a contract.

(10 marks)

6 Upon incorporation, a company is said to be clothed with a veil of incorporation.

(a) Explain what is meant by ‘veil of incorporation’. (3 marks)

(b) State clearly any SIX circumstances in which the law permits the veil of incorporation to be lifted.
(7 marks)

(10 marks)

7 In relation to employment law, explain:

(a) When an employee may be said to have been constructively dismissed. (4 marks)

(b) What is meant by redundancy. (2 marks)

(c) The circumstances in which a redundancy may occur, as provided for under the Employment Act 1955.

(4 marks)

(10 marks)

8 To what extent does the Rule in Royal British Bank v Turquand (1856) protect a third party who enters into a
contract with a company?

(10 marks)
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Section B – TWO questions ONLY to be attempted

9 Books n’ Books Sdn Bhd, a company registered under the Companies Act 1965 has as its sole object, the purchase
and sale of all kinds of books. John is the managing director of the company. The articles of association of the
company state, among other things, the following:

Clause (111) ‘Jocko shall be the solicitor of this company.’

Clause (112) ‘Every member shall have the right to one vote per share at all general meetings of the company.’

The company wishes to enter into a contract with the Malaysian Government for the building of highways. It also
wishes to appoint Bongo instead of Jocko as the solicitor of the company. In addition, it wishes to amend clause 112
of the articles of association to the effect that every member shall have the right to one vote for every ringgit that has
been paid up on each share.

Advise the company:

(a) Whether the company would face any legal obstacles in relation to the ultra vires doctrine if it proceeds with
the proposed contract. (7 marks)

(b) Whether it could overcome such an obstacle by altering its objects and, if so, the procedure for the alteration
as provided for under the Companies Act 1965. (3 marks)

(c) Whether Jocko will be able to challenge the company’s decision to appoint Bongo as solicitor instead of
himself, stating clearly the reason/s for your answer. (4 marks)

(d) Whether there are any restrictions on the power of the company to alter its articles and whether it can
successfully implement the proposed alteration. (6 marks)

(20 marks)

10 Beta Bhd is a public listed company. Anas, Baloo, Charles and Darul are its executive directors. Anas is also its
managing director.  The company has recently faced some cash flow problems requiring the company to borrow quite
heavily from several banks. This has caused the company’s share prices on the stock exchange to fall substantially.
All the directors are confident that the company will recover in the near future.  They wish to purchase as many shares
as possible on the stock exchange in their own names, partly to make a profit for themselves, and partly with the
intention of arresting the fall in share prices and to restore public confidence in the company.

However as they do not have sufficient money to purchase the shares, they are contemplating the following
possibilities:

(i) Borrowing, on behalf of Beta Bhd, a sum of RM3 million from Lenfas Bank and subsequently borrowing the same
amount from the company so as to enable them to purchase the shares in their own names.

(ii)  Borrowing in their own names a sum of RM3 million from Lenfas Bank on the strength of security provided by
Beta Bhd.

Advise the directors:

(a) Whether they may legally proceed with either or both of the above proposals.  (12 marks)  

(b) Alternatively, whether they can make the company itself purchase and hold the shares and later sell
them at a profit for the company’s benefit. (8 marks)

(20 marks)
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11 Jalil and his wife, Bibee, are the directors of Jati sdn Bhd, a company dealing in the sale and repair of personal
computers.  Each of them holds 30% of the company’s issued shares.  The other shareholders are Chong and Rani
each holding 20% of the issued shares.

Chong and Rani have discovered that Jalil and Bibee have been squandering the funds of the company.  The company
made a profit of RM10 million last year.  Of this amount RM1·5 million was used up by the directors in entertainment
expenses purportedly on behalf of the company. They bought a Rolls Royce at the cost of RM1·5 million in the name
of the company. A donation of RM2 million was made to the Blissful Old Folks Home. Bibee’s mother is a resident of
that home where she is well taken care of. The company has bought a piece of land from Ratu, Bibee’s sister, for
RM3 million. The true value of the property is only RM1 million. Jalil and Bibee received a gift of RM300,000 from
Ratu in appreciation of their kindness.

You are required to advise Chong and Rani on the following queries:

(a) Have the directors breached any fiduciary duty to the company? (6 marks)

(b) Have they breached any provision of the Companies Act 1965 in relation to the purchase of the land from
Ratu, and if so, with what consequences? (7 marks)

(c) Can they (Chong and Rani) institute an action on behalf of the company against Jalil and Bibee to make them
liable to the company for the loss arising from the breach of their (Jalil’s and Bibee’s) fiduciary duties?
(You are not required to discuss any statutory remedies for minority shareholders.) (7 marks)

(20 marks)
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12 (a) Ali wrote to Bidin on 1 June 2002 offering to sell to Bidin his antique 15th century China vase for RM250,000.
He further stated in the letter that if Bidin did not reply the letter by 10 June 2002, he (Ali) would consider that
Bidin had accepted the offer. Bidin did not reply the letter. Ali wishes to sue Bidin for breach of contract.

Advise Ali on his chances of success. (5 marks)

(b) On 1 June 2002 Mohan wrote to Chee Seng offering to sell his prized Persian Cat for RM3000. The letter
reached Chee Seng on 3 June 2002. Chee Seng immediately replied stating that was willing to pay RM2000 for
it. Mohan received this letter on 7 June 2002 but did not give any further reply.

On 14 June 2002, Chee Seng wrote to Mohan accepting Mohan’s original offer. 

Mohan now refuses to sell the cat to Chee Seng. Chee Seng wishes to sue Mohan for breach of contract.

Advise Chee Seng. (5 marks)

(c) Khalid, the president of a badminton club, entered into an agreement with ABC Sdn Bhd, the owner of a
badminton hall, to hire the hall for one week at the cost of RM1000 per day for the purpose of holding an inter
club badminton competition.

Unfortunately, two days before the competition was due to be held, fire destroyed the hall and the competition
had to be called off. 

Khalid wants to get a refund of the deposit of RM1000 from ABC Sdn Bhd. 

Advise Khalid on his chances of success. (5 marks)

(d) In January 1996, Orkid borrowed RM10,000 from Rose. Orkid promised to repay the loan within one month.
However, she did not repay the loan.  Rose later went overseas for further studies. She returned to Malaysia last
month and demanded repayment from Orkid. Orkid refuses to pay.

Advise Rose whether she could sue Orkid to recover the loan. 

Would it make any difference to your answer if, when Rose demanded repayment, Orkid told her that she
would repay the loan the very next day but never kept her word? (5 marks)

(20 marks)

End of Question Paper
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