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INTRODUCTION

THE CONCEPT OF THE COMPANY

A r e g is te r e d  coapany i . e .  a company in c o r p o r a te d  by r e g i s t r a t i o n  under th e  companies A c t s , is  

re g ard ed  by th e  law as a p e rs o n , ju s t  as a human b e in g . T h is  a r t i f i c i a l  o r J u v i s t l c  person can 

own lan d  and o th e r p r o p e r ty , e n te r in to  c o n t r a c t s , sue and be s ue d , have a bank account i n  i t s  

own n an e , owe money to  o th e rs  and be a c r e d i t o r  o f o th e r people and o th e r com panies* and employ 

peo p le  to  work f o r  i t *  The com pany's aoney and p ro p e r ty  belong to  th e  company and n o t to  the 

aembers or s h a r e h o ld e rs , alth ou g h  th e  u m b e rs  or s h areh o ld e rs  aay be s a id  to  won the  coapany 

s i m i l a r l y , th e  com pany's debts a re  th e  d e b ts  o f th e  coapany and the s h a re h o ld e rs  cannot be 

com pelled to  pay the m , a lthou g h i f ,  f o r  e x am ple , th e  coapany is  being wound up and i t s  a s s e ts  do 

n ot r e a l i s e  a sum s u f f i c i e n t  to  pay i t s  d e b ts , a s h areh o ld e r whose l l a b l l t y  is  li m it e d  by shares 

is  l i a b l e  to  c o n t r ib u te  to  th e  a s s e ts  up to  the am ount, i f  any u n p a id  on h is  s h a r e s . A Company, 

o f c o u r s e , can o n ly  a c t thro u gh huean a g e n ts , and tho se  who manage i t s  b us in e ss  a re c a lle d  

d i r e c t o r s .  B u t th e  d ir e c to r s  a re  o n ly  ag e n ts o f th e  c oapany, w ith  th e  powers o f aanageaent 

giv e n  by th e  com pany's a r t i c l e s  o f a s s o c ia t io n  and u s u a lly  w ith  power to  d e le g a te  any o f t h e i r  

powers to  a aanaging d ir e c t o r . The coapany is  a ls o  l i a b l e  fo r  t o r t s  and c ria e s  com mitted by 

i t s  s e rv a n ts  and agents w it h in  th e  scope o f t h e i r  employment or a u t h o r i t y .  T h is  c o n c e ption  

o f a coapany as a c o r p o r a t io n , i . e .  a person s e parate  and d i s t r i c t  fro m  th e  o th e r p ersons who 

are i t s  members and d ir e c t o r s , is  th e  fu n d a a e n ta l p r in c i p l e  o f coapany la w .

The d ir e c to r s  o f a coapany, who a re  u s u a lly  a p p o in te d  by the members a t t h e i r  annual general 

m e e tin g , have wide powers to  manage th e  com pany's b usin ess c o n fe rre d  upon them by th e  a r t i c l e s .

The members cannot c o n tro l th e  e x e rc is e  o f th e  the s e  p ow e rs, alth ou g h  th e y  c a n , e . g .  a l t e r  the 

a r t i c l e s .  The d ir e c to r s  owe c e r ta in  d u tie s  o f good f a i t h  care to  th e  company. A r e g is te r e d  

coapany is  capable o f  p erp etu al suc c essio n  b u t i t  aay become in s o lv e n t o r i t  may d ic id e  to  r e t i r e  

fr o m  b u s in e s s . In such case i t  is  wound u p , I . e .  i t  is  p u t , o r i t  g o e s , in to  l i q u i d a t i o n  and a 

p e r s o n , c a lle d  a l i q u i d a t o r , is  a p p o in te d  to  wind up i t s  a f f a i r s .  He s e l l s  th e  company's p ro p e r ty  

and pay a£ such o f i t s  debts as he can do o u t o f th e  proceeds o f s a l e . I f  th e re  is  a s u r p lu s , be 

d is t r i b u t e s  i t  aaong th e  s h areh o ld e rs  when th e  l iq u i d a t i o n  is  com pleted th e  company is  d is s o lv e d  

and ceasses to  e x i s t .
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CHAPTER ONE

WHAT IS *  DIR ECT0 R7

As a coapany cannot o b v io u s ly  a c t on I t s  own, d ir e c to r s  are e n tr u s te d  w ith  th e  d uty o f 

aanaging I t s  a f f a i r s .  E v e r y  coapany au s t have a t  le a s t  tw o d ir e c t o r s , each havin g h is  

p r in c i p a l  or o n ly  p la ce  o f  re sid e n c e  w it h in  M a la y s ia . The coapanles A c t is  u n fo r t u n a te ly  

n o t h e lp fu l In d e f in in g  a d ir e c t o r , s t a t i n g  a e r e ly  t h a t  I t  " in c lu d e s  any p ers o n  o ccupying 

th e  p o s i t io n  o f  d ir e c to r  o f a c o r p o ra tio n  by w hatever naae c a lle d  and in c lu d e s  a person 

in  accordance w ith  whose d ir e c tio n s  or in s t r u c ti o n s  th e  d ir e c to r s  o f a c o r p o ra tio n  are 

accustoaed to  a c t and an a lt e r n a t e  or s u b s t it u t e  d i r e c t o r " .  D i r e c t o r s  have a ls o  been 

d e fin e d  as t r u s t e e s , agents and e aployees b ut I t  is  o bvio u s  th a t not one s in g le  t e r *  can 

e x h a u s t iv e ly  d e fin e  t h e ir  powers and d u t i e s . A r t i c l e s  73 o f  T a b le  A o f  th e  F o u r t h  Schedule 

to  the C oapanles A c t s t a t e s :

The b us in e ss  o f th e  coapany s h a ll  be nanaged by th e d ir e c to r s  who nay pay 

a l l  expenses In c u rre d  In  p ro a o tin g  and r e g i s t e r i n g  th e  c oa pa ny, and aay 

e x e r c is e  a l l  such powers o f th e  coapany as are n o t , by the  A c t or by these 

r e g u l a t i o n s , r e q u ire d  to  be e x e r c is e d  by th e coapany in  gen e ral a e e tin g , 

s u b je c t n e v e rth e le s s , to  any th e se  r e g u l a t i o n s , to  the p r o v is io n s  o f the 

A c t , arid to  such r e g u la t io n s , b ein g n o t in c o n s is te n t w ith  the a fo r e s a id  

r e g u la tio n s  or p r o v is i o n s , as aay be p re s c r ib e d  by th e  company in  ge n e ral 

a e e tin g ; b u t no r e g u l a ti o n  aade by th e  coapany in  gen e ral a e e tin g  s h a ll  

in v a li d a t e  any p r io r  a c t o f the d ir e c to r s  which would have been v a l i d  i f  th a t 

r e g u l a t i o n  had not been aa de .

I t  appears th e r e fo r e  t h a t  the  p re c is e  n a tu re  o f  d ir e c t o r s ' powers and d u tie s  depends on 

th e  A r t i c l e s  in  each case s u b je c t to  th e  o v e r r i d in g  p ro v is io n s  o f  th e  coapanles A c t *  I t  

sh ou ld  be no te d  th a t In  a p r iv a t e  coapany th e  d ir e c to r s  are u s u a lly  s u b s ta n t ia l s h a r e h o ld e rs . 

In  a p u b lic  c o a pa ny, th e  d ir e c to r s  n o r a a lly  have fe w  s h a r e s , t h e i r  fe e s  and o th e r e a o lu n e n ts , 

r a th e r  th a n  th e i r  d iv id e n d s , bein g t h e i r  a a in  sources o f  p r o f i t  f r o a  th e  c oa pa ny, w ith  th e  

r e s u l t  th a t nanageaent and ownership o f th e  coapany are  d iv o r c e d .
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