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Albert Chai Chee Ming v Ko Shia Kong & Anor
(2013) 1 MYIPC 1

HIGH COURT (SANDAKAN) — SUIT NO. $22-39 OF 2000
YEW JEN KIE, ]
21 APRIL 2008

Trade Marks — Passing off — EQDE v EQDM — “EQ” business is to supply fire extinguishers
and fire prevention products and services — Defendants — former employees — ownership of
trade mark — 2nd Defendant claims he had proprietary right in the mark “EQ” or the
business name EQDE — Exemplary and aggravated damages of RM90,000

YEW JEN KIE J:
In this suit, the plaintiff is claiming against the 1st and 2nd defendants for:

(a) Passing off;

(b) Inducing breach of contract with Jabatan Bomba;
(¢ Breach of employment contract;

(d) Cost of the vehicle SA 3699A and

() Aggravated/exemplary damages

At the outset of the trial the plaintiff withdrew the action against the 1st defendant and
proceeded only against the 2nd defendant.

The plaintiff’s case

Gleaning from the 3rd Re-Amended statement of claim, the case of the plaindiff
is essentially this. The plaintiff was at all material times a sole proprietor dealing in
fire extinguishers and fire prevention products and services with its address at Lot
4, Block C, Mile 4, Bandar Kim Fung, PS. 544, 90706 Sandakan. (“the plaintiff’s
premises”). The plaintiff’s business name of EQ Dynamics Engineering (EQDE)
was first registered on 23.7.1999. The plaintiff has acquired goodwill and substantial
reputation in the business name of EQDE and/or the word “EQ” particularly in
Sandakan.

The plaintiff claims that EQDE is a registered contractor with the Jabatan Bomba,
Sandakan and had acquired valuable goodwill in its business name of EQDE and in
the business of dealing in fire extinguisher services and refilling of fire extinguishers
as well as fire prevention products and services, particularly in Sandakan and/or with
the Jabatan Bomba, Sandakan. The plaindiff further claims that the defendants were
at all material time the employees of the plaintiff until April 2000. The 1st defendant
was last paid a salary of RM1,500.00 per month and the 2nd defendant was last
paid a salary of RM700.00 per month. Both the defendants were fully aware and had
knowledge of the appointment of the plaintiff as the registered contractor for Jabatan
Bomba, Sandakan. The plaintiff gave the 2nd defendant the use and control of a

1



Passing off

vehicle registered as SA3699A (the vehicle), which at all material time was the property
of the plaintiff, to enable the 2nd defendant to conduct the business of EQDE.

The plaindff also claims that on unknown dates and while being employees
of the plaintiff, the defendants jointly and severally did conduct business at the
plaintiff’s premise under the name of “EQ Dinamik Kejuruteraan” (EQDK), which
was registered without the knowledge and consent of the plaintiff. EQDK’s business
activities included, among others, receiving payment meant for EQDE under the
name of EQDK and writing to Jabatan Bomba on 17.4.2000 requesting for change
of name from EQDE to EQDK. The defendants continued to trade in the name of
EQDK until it was wound up on 1/10/2000. The 2nd defendant thereafter applied
for and obtained a new license from the Sandakan Municipal Council to trade under
the name of “Syarikat Akal Maju” (SAM). The 2nd defendant also applied for and
obtained a license from the Jabatan Bomba to continue the business as contractor
under SAM.

The plaintiff further alleges that the defendants terminated their employment
with the plaintiff without giving 3 months’ notice. The 2nd defendant also refused
to transfer the title and ownership of the vehicle to the plaintiff. The 2nd defendant
had issued cheques for the purported purchase of the vehicle for RM4,000.00, but the
cheques were returned with the remark “uncleared”. It is the plaintiff’s claim that the
defendants have made false and incorrect representation that the business of EQDK is
the same as the business of EQDE and/or that the EQDXK is a branch, connected to
or is an agent of EQDE. Their actions “bad led or induced the plaintiff’s ordinary and/
or prospective customers or members of the public particularly in Sandakan ro believe that
EQDK is the Malay translation of the name EQDE and that EQDK is a branch, connected
to or an agent of EQDE; that the defendants action had procured and induced Jabatan
Bomba, Sandakan to breach the appointment of the plaintiff as its registered contractor and
cause Jabatan Bomba, Sandakan, refuses to perform or further perform the appointment of
the plaintiff as its registered contractor resulting in the loss of benefit of the appointment by
Jabatan Bomba, Sandakan and the loss of profit it would otherwise have made”.

The defence of the 2nd defendant

The 2nd defendant avers that the plaintiff was one of the partners or proprietors
in EQDM dealing in sales service and supply of the protection equipment from
24.2.1998 to 1.8.1999 and that both the Ist and 2nd defendants became the
employees of EQDM from 1.4.1997 and 1.10.1997 respectively. As of 23.7.1999, the
2nd defendant was registered as the sole proprietor of EQDE as agent for the supply
of fire fighting equipment.

According to the 2nd defendant, the goodwill and reputation acquired in the business
name of EQDE and/or the word “EQ” was acquired through and by the sole effort
of the 2nd defendant and the name and the word was synonymous with the 2nd
defendant. The 2nd defendant denied that the plaintiff was the registered contractor
for Jabatan Bomba. He avers that as of 23rd July, 1999 the 2nd defendant was the
registered contractor with Jabatan Bomba, Sandakan until 6th March, 2000 when
the proprietorship of EQDE was transferred to the plaintiff by the agreement made
between the plaintiff and the defendants on 11th January, 2000.
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The 2nd defendant denied that the defendants were the employees of the plaintiff
and averred that they were the partners of EQDE by virtue of the profit sharing
agreement made between the themselves 1 and the plaintiff on 11th January, 2000.
The 2nd defendant avers that the vehicle was formerly registered under EQDM and
was subsequently sold by EQDM to him on 4th November, 1999 by way of hire
purchase with the plaintiff acting as guarantor.

The 2nd defendant also avers that EQDK was registered in the name of Raslim
Bin Omar Sali on 18th January, 2000 when the 2nd defendant was still a partner of
EQDE.

EQDAK, according to the 2nd defendant, was formed and registered, with the
knowledge consent and advice of the plaintiff, as the marketing arm of EQDE for
the supply of fire extinguishers, fire extinguisher products and services and also as a
business strategy for better profit following an agreement made between the defendants
and the plaintiff at the meeting on 11th January, 2000 to restructure the profit sharing
of EQDE. Following which, EQDK applied to Jabatan Bomba, Sandakan to register
EQDK in place of EQDE as registered contractor for the service of fire prevention and
fire extinguisher. The defendants proceeded to transfer EQDK to their names on 18th
May, 2000 after the plaintiff had published an advertisement in the Merdeka Daily
News on 15.5.2000 a notification of their termination of their services. Prior to the
notification of the termination of their services, the plaindiff had offered to sell EQDE
to the defendants for RM90,000.00, which offer was rejected by the defendants.

The 2nd defendant denied that the defendants jointly or severally made any
representation to the public in Sandakan or otherwise that EQDE had any connection
or otherwise with EQDE. He avers that although the invoices were made out under
EQDK the payment received thereof were subject to the profit sharing scheme agreed
on 11th January 2000 and the invoices were issued with the knowledge and consent

of the plaindiff.

The 2nd defendant avers that it was the plaintiff that terminated the defendants’
services. All the acts complained of by the plaintiff were wholly due to the action of
the plaintiff to terminate the service of the defendants with effect from 1st May 2000.
The 2nd defendant further avers that the plaintiff has no cause of action nor any locus
standi to commence an action against him, and that the plaindff’s claim should be
dismissed.

Agreed Facts

Under the Proposed Agreed Facts (which was agreed to by the parties), the parties
have agreed to the following facts:

1. The plaintiff was one of the shareholders and directors of EQDM.

2. The 1st and 2nd defendants were employees of EQDM drawing a

monthly salary of RM700.00 as of 1st April 1997 and RM1,5000.00 as of

01.10.1997 respectively.

The vehicle SA3699R was formerly registered under EQDM.

4. The vehicle was sold by EQDM to the 2nd defendant on 04.11.1999
through a finance company, City Finance Berhad with the plaindff as

bt

guarantor.
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5. EQDE was first registered with the Sandakan Municipal Council on
23.07.1999 with the 2nd defendant as the registered owner.

6. The registered owner of EQDE was changed on 17.08.1999 1 from the
2nd defendant to Chin Chui Sain.

7. EQDK was registered as a trading firm at Sandakan Municipal Council
under the name of Rasim bin Omar on 18.01.2000 as proprietor. The
proprietorship was changed to the 1st and 2nd defendants’ names on
18.05.2000.

8. The plaindff by an advertisement in the Merdeka Daily News on
15.05.2000 notified the defendants of the termination of their services.

9. EQDK was operating at the same business premises as EQDE at Lot 4,
Block C, Light Industrial, Bandar Kim Fung, Mile, Sandakan.

10.  The defendants inserted an advertisement in the Merdeka Daily News on
the commencement of business of EQDK on 20.05.2000

11.  The 2nd defendant registered “Syarikat Akan Maju” on 09.03.2001 as a
sole proprietorship under his name.

Agreed Issues For Adjudication

Based on the Proposed Agreed Issues, the parties have agreed to the following
issues for adjudication:

1. Was there a passing off by the defendants?
Did the defendants induce a breach of appointment of EQDE when the
Jabatan Bomba appointed EQDK as its contractor in place of EQDE?

3. Wias there a breach of the contract of employment by the defendant under
EQDE?

4. Can the court award aggravated and/or exemplary damages on the facts of
the case?

WAS THERE A PASSING OFF BY THE DEFENDANTS?

PW2 Chai Chee Meng who is the plaintiff gave evidence that originally EQ
Dynamics (M) Sdn Bhd [EQDM] was formed and registered under the name of three
directors, namely; himself, Chong Vui Chee and Lieu Nyok Ching @ Margaret Lieu.
The Ist and 2nd defendant joined EQDM in 1997 as employees. Later Chong Vui
Chee left EQDM, but Lieu Nyok Ching @ Margaret Liew and the plaintiff continued
the business under the name of EQDE. EQDE was registered under the name of the
2nd defendant as the registered proprietor from 23rd July 1999 until 17th August
1999. Chin Chui San became the registered sole proprietor of EQDE from 17th
August 1999 until 6th March 2000. The plaintiff became the registered sole proprietor
of EQDE from 6th March 2000 onward.

It is also the testimony of the plaintiff (PW?2) that the st and 2nd defendants were
employees of EQDM until it’s name was changed to EQDE drawing fixed salaries.
However, from 1st January 2000, based on the minute of management meeting on
11th January 2000, the defendants were to receive profit sharing instead of fixed salary.

The nature of “EQ” business, PW2 said, is to supply fire extinguishers and fire
prevention products and services particularly in Sandakan where the words “EQDE”



Albert Chai Chee Ming v Ko Shia Kong & Anor

and “EQ” appear in all the “EQ”’s stationery, printed matters, invoices, letterheads,
signboard and business card. Based on this, he said that “EQ” had acquired goodwill
and substantial reputation in the business name of EQDE and “EQ”. Further, “EQ”
is also the registered contractor with Jabatan Bomba, Sandakan for the service and
refilling of fire extinguisher.

On behalf of the plaintiff, it was submitted that the plaintiff had shown that he
first traded in the name of “EQ” and EQDM in Sandakan as its director and later
in EQDE as its proprietor. It is also admitted by the 2nd defendant that he joined
EQDM on 1.10.1997 and that the plaintiff was one of the directors of EQDM.
Learned counsel for the plaindff submitted that it is trite law that the plaindiff as
director of EQDM represents the company and as registered proprietor of EQDE
represents the firm. Therefore there was continuous usage of the words “EQ” and
“EQDE” to be associated with the plaintiff for a period of three years from 1/10/1997
to 15/1/2001. As director and shareholder of EQDM and proprietor of EQDE, it was
argued that the plaintiff is the owner of the goodwill in the name of “EQ” and EQDE
and he has the locus standi to institute this action, citing York Pacific Holdings Ltd v
U-Re Auto Sdn Bhd [1998] 5 ML] 84 and Service Master (M) Sdn Bhd v MHL Service
Master Sdn Bhd [1998] 5 ML] 378.

In challenging that the plaintiff has locus standi in the cause, it was submitted
for the 2nd defendant that the plaintiff had failed to show that when EQDK was
registered on 18.01.2000 (the date of commencement of the conduct complained
of) he had a proprietary right in the name “EQ”. No doubt the plaintiff was one of
the shareholders and directors of EQDM but, learned counsel for the 2nd defendant
argued, the plaindff has no proprietary right in the name “EQ”. If there is any
infringement of the mark “EQ”, the party to raise the objection is EQDM, not the
shareholder. It is agreed fact that EQDE was first registered under the 2nd defendant
and even when the proprietorship of EQDE was later registered under Chin Chui San
on 17.8.1999, the 2nd defendant was the manager and the one managing EQDE.
Later when EQDE was registered in the name of the plaindiff as agreed at the meeting
held on 11.1.2000, the 2nd defendant, the plaintiff and Margaret Liew were partners
in EQDE, but there was no written agreement to reflect this. However, the shares
were stated and put into writing at the meeting. The 2nd defendant further contended
that the 2nd defendant was the registered proprietor of EQDE when it commenced
business on 23.03.1999 and it was the 2nd defendant who was in the field sourcing
for business even though the registered proprietorship of EQDE was changed to Chin
Chui San and then to the plaintiff. It was also submitted that goodwill is attached to
the business, not to its proprietor or the person who happened to carry it on, thus the
goodwill was attached to the business when the 2nd defendant registered EQDE on
23.07.1999.

It was submitted that any goodwill and reputation acquired in the business name
of EQDE and the word “EQ” was acquired through and by the sole effort of the 2nd
defendant and the name and the word was synonymous with the 2nd defendant. In
other words, the proprietary right in the good will of the name “EQ” belongs to the
2nd defendant and not the plaintiff who was only an investor and was not even the
registered proprietor of EQDE when that goodwill was attached.



