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Case Update 
 

SPM Membrane Switch Sdn Bhd v Kerajaan Negeri Selangor [2016] 1 MLJ 464 (FC) 
 
This recent decision settles the question as to whether particularised reasons need to be provided in the 
termination of an agreement. It also highlights the importance of drafting the terms of an agreement 
unambiguously to provide clarity and certainty to the parties. 

 
Facts 

 
A dispute arose between the state government of Selangor (“the state government”) and SPM Membrane 
Switch (“the company”) in relation to a privatisation agreement, in which the company had been appointed to 
assist with the collection of outstanding quit rent in Selangor (“the agreement”). The state government issued a 
notice of termination informing the company that it would terminate the agreement after a 30-day notice period. 
The termination was then effected by way of a subsequent letter after the 30 days had lapsed. 
 
The company sued the state government for wrongful termination on the ground that the notices did not state a 
reason for the termination. The claim was dismissed by the High Court and the Court of Appeal affirmed the 
decision. The decision of the Court of Appeal was, however, overturned by the Federal Court. The question of 
law framed for determination by the Federal Court was “whether a notice to terminate a privatisation 
agreement, which was vague, unspecific and uncertain was defective and bad in law”. 
 
Decision of the Federal Court 

 

The Federal Court held that there is no requirement in common law for a notice of termination to specify 
reasons for the termination of a contract. The court held that as a general rule, it would be too onerous to 
impose a requirement that reasons must be given in the event of termination. Nevertheless, the Federal Court 
recognised that there are certain circumstances in which the recipient of the notice of termination is entitled to 
be notified of the reasons for the termination. For instance, when there was a statutory duty to do so or 
pursuant to the terms of a contract.  
 
In this case, the Federal Court held that the termination was unlawful as upon a proper construction of the 
contract in question, the state government was required to give reasons for the termination since the company 
was entitled under the contract to remedy any alleged unsatisfactory performance or situation within the 30-day 
period provided in the termination notice. The court accordingly held that the company was entitled to damages 
for breach of contract by the state government.  
 
Conclusion 

 

As a general rule, there is strictly no requirement in common law for a notice of termination to specify any 
reasons for the termination of the contract. This is nevertheless subject to the terms of the contract. If, upon a 
proper construction of the contract, particularised reasons are required to be given, failure to do so will render 
the termination invalid and expose the party issuing the termination notice to a claim for damages for breach of 
contract. 
 
The Federal Court decision may also be viewed here: 
 
http://www.kehakiman.gov.my/directory/judgment/file/01(f)-10-04-2013(B)_laterst.pdf 
  

 



 

Selvi Mo Yin 

 

This e-Law Alert is brought to you by the Dispute Resolution Practice Group. If you have any queries, please do not hesitate to contact 

the team: 

 

Lambert Rasa-Ratnam 

Partner 

DID: +603 2170 5859 

Fax: +603 2161 3933 

Email: lr@lh-ag.com 

 

BANKING & INSOLVENCY 

 

Kumar Kanagasingam 

Partner 

DID: +603 2170 5803 

Fax: +603 2161 3933 

Email: kk@lh-ag.com 

 

Sean Yeow Huang-Meng 

Partner 

DID: +603 2170 5867 

Fax: +603 2161 3933 

Email: yhm@lh-ag.com 

 

Andrew Chiew Ean Vooi 

Partner 

DID: +603 2170 5852 

Fax: +603 2161 3933 

Email: ac@lh-ag.com 

 

Mong Chung Seng 

Partner 

DID: +603 2170 5864 

Fax: +603 2161 3933 

Email: mcs@lh-ag.com  

 

Loh Chu Bian 

Partner 

DID: +603 2170 5862 

Fax: +603 2161 3933 

Email: lcb@lh-ag.com  

 

Hoi Jack S’ng 

Partner 

DID: +603 2170 5908 

Fax: +603 2161 3933 

Email: hjs@lh-ag.com 

 

CONSTRUCTION 

 

Dato’ Nitin Nadkarni 

Partner 

DID: +603 2170 5866 

Fax: +603 2161 3933 

Email: nn@lh-ag.com 

 

CORPORATE & COMMERCIAL DISPUTES 

 

Rosli Dahlan 

 



 
 

 
 
 

Partner 

DID: +603 2170 5804 

Fax: +603 2161 3933 

Email: rd@lh-ag.com 

 

G Vijay Kumar 

Partner 

DID: +603 2170 5870 

Fax: +603 2161 3933 

Email: vkg@lh-ag.com 

 

SM Shanmugam 

Partner 

Tel: +603 2170 5865 

Fax: +603 2161 3933 

Email: ssm@lh-ag.com 

 

Ang Hean Leng 

Partner 

Tel: +603 2170 5809 

Fax: +603 2161 3933 

Email: ahl@lh-ag.com 

 

 

 

 
  

Published by the  Dispute Resolution Practice Group 
© Lee Hishammuddin Allen & Gledhill. All rights reserved. The views and opinions attributable to the authors or editor of this 

publication are not to be imputed to the firm, Lee Hishammuddin Allen & Gledhill. The contents of this publication are intended for 

purposes of general information and academic discussion only. It should not be construed as legal advice or legal opinion on any 

fact or circumstance. 

 

  

   

www.lh-ag.com 

 

 


