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THE OPEN UNIVERSITY OF SRI LANKA
LL.B. DEGREE PROGRAMME — LEVEL 4
FINAL EXAMINATION —-2011

LAW OF CONTRACTS - LWU 2311

DURATION — 03 HOURS

Date : 22" March 2011 Time: 9.30 a.m. — 12.30 p.m.

Answer 5 questions selécting one question from Part I and 4 questions from Part Il

1. (@

(b)

Part 1 - Law of Agency
Answer only one question from this part

Eﬁplain the concept of épparent authority in relation to the law of agency.
(8 marks)

Ravi Transport Services provide transport to Nuwan Catering Services in
Nugegoda to bring vegetables from Nuwara-Eliya on a daily basis. On 30
January 2011 at 4.00 a.m when the lorry reached Ramboda it was noticed that
heavy rains had resulted in severe landslides in several places along the Nuwara
Eliya-Kandy road and the roads were closed. The lorry was waiting till 12.00
noon. It was then announced by the police that it would take 12 hours to clear the
roads. Ravi Transport Services sold the vegetables at the Ramboda whole sale
market.

Discuss the legal position in the above instance.
(12 marks)

2. Discuss the legal position in the following instances

(a)

(b)

Rangana Three-wheeler Sales (Pvt) Ltd. Company operates a business of buying
and selling reconditioned three-wheelers through out the country. The ‘Company
has appointed sales agents to find suitable buyers to sell three-wheelers at the
highest possible prices. Raja was appointed as one of the sales agents in
Kurunegala. Raja has delegated his task to one Melvin. Melvin failed to find
suitable buyers and as a result the company had to face a huge financial loss.

Discuss,
(10 marks)

Wijetunga, an estate agent, entered into an agreement with Silver Ray Business
Centres Ltd. that he would be paid a Rs. 200,000 commission if he introduces a
buyer to a property owned by Silver Ray. In 2009 Wijethunga introduced Ganesh,
a buyer to Silver Ray. Ganesh offered to pay Rs.50 million for the property, but
the business deal did not take place. In 2010 Ganesh praceeded to purchase the



().

(i)

(a)

(b)

property, but now the transaction was restructured from a straightforward property
sale to a share sale. Ganesh purchased the shares from Silver Ray. Wijetunga
claimed that this transaction constimted a sale of the property and he was
therefore entitled to his commission from Silver Ray.
Discuss.

(10 marks)

Part TI -Law of Contract
Answer four questions from this part

Explain the differences between the following.

(a) Offer and Auction sale '
(b) justa causa and consideration

(5 marks each)

Anurudha decided to sell his TVS scooter. On 22™ February 2011 he put up a
notice at the entrance gate of his house stating “TVS Scooter for sale, in very geod
condition, brand new front & rear shocks, Price: Rs.75000/=, contact: 077-
0025368.

On23"F ebruary 2011, Kamalan saw the above notice and sent a text message to
Anurudha which said “I would like to buy if the sale price is reduced to Rs.65,
000/= Kamalan.”” Anurudha replied saying “Rs.70, 000 is the last price”. Kamalan
phoned him and said that he would be ready to buy the scooter for Rs.70, 000/=.
On 24" February 2011 Damindra telephoned and said he would like to buy the
Scooter for Rs.735, 000/=. The scooter was sold to Damindra. On the same day
Anurudha tefephoned and left a message with Kamalan’s wife that the scooter was
already sold.

Advice Kamalan as to his rights.
‘ (10 marks)

“Illegal contracts can be classified as contracts contrary to statute and contracts
against public policy.”

Discuss the above statement in the light of case law and statutes.
(12 marks)

Bright Interior Decorators (Pvt) Ltd. is a company which operates an interior
decoration business in the Central Province. The company undertakes all kinds of
home decoration including kitchen designs, residential interior, and bathroom
designs. In March 2009 Prabath was employed by Bright Interior Decorators (Pvt)
itd as a kitchen designer. At the time of recruitment Prabath was instructed by the
company that he should not undertake any similar kind of employment for a
periad of five years after he left his present employment. Prabath’s services were

00412



(a)

(b)

(2)

{b)

terminated by the company in December 2010 due to dissatisfaction with his
performance. Three months after his termination he started a small scale home
decorating business in his home town Elpitiya.

Bright Interior Decorators had filed action against Prabath. He seeks your advice.

Advise him. _
(08 marks)

With reference to decided cases explain the differences between negligent
misrepresentation and innocent misrepresentation.

(10 marks)

Shanthi was looking for a luxury apartment to be gifted to her daughter’s

- marriage. She saw an advertlsement by Nilan Construction (Pvt) Ltd in the

Sunday Observer on 28" February 2010 as follows:

00412

Marine View Luxury Apartment is located in an enchanting coastal and sea side
location in Wellawatta. All facilities are available including fire protection.
Additional facilities can be provided on request. Special features: 24 hours
security, children’s play area.

company/Directors.

Approved plan and clear deed, no debt liability, no legal cases against

Shanthi was aftracted by this advertisement and decided to buy an apartment for
her daughter. Preliminary negotiations went well. She paid 3 million rupees to the

by 3 1** December 2010. Shanthi had signed the contract and she went to see the

.apartment on 20" December and found that the apartment was owned by

Mr.Goonesekara. She searched the land registry for the deeds and found that the
company had already sold the apartment to Mr.Goonesekara, Further, it was found
that the documents that were shown by the company to Shanthi were forged.
Shanthi seeks your advice in order to institute action against Nilan Construction
(Pvt) Ltd.

Advise Shanthi
: (10marks)

“There are no specific rules in differentiating conditions and warranties. of a
contract.”

Discuss this statement in the light of case law.
(8 marks )

Rajini was a Mega Serial actress and was a regular customer of Janaki Beauty
Salon. One day she went to the salon for a chemical hair straightening process.
She inquired about the rates and it was stated by the beautician that the rate

. company and the balance was to be paid on geiting possession of the apartment



depends upon the quality of the chemicals that are used for hair straightening.
Rajini agreed to do a straightening job for the price of Rs.10,000/=.

Six months later she noticed that her hair have had started to fall leaving her with
bald patches on her head. She has now instituted action against Janaki Beauty
Salon and alleges that she was severely traumatized, becoming depressed and
reclusive, which forced her to retire early from her profession.

The beauty salon has relied upon the notice that was brought to the attention of
Rajini at the time of contract. This notice which was put up at the entrance of the
salon stated that “Customers enter at their own risk. The salon will not be liable
for any damage or loss happening to the customer during or after the process of
hair styling, hair dressing, facials, or any acts relating to beauty care by the salon.”

Discuss the remedies available to Rajini. Your answer should be supported with
statutory provisions and case law.
(12 marks)

Discuss the rules that have been developed by the judiciary to determine the amount of
compensation to be awarded in an action for breach of contract. -

Your answer should be supported with case law.

(20 marks)

(a) Clarify the meaning of donatio intervivos and donatio mortis causa

(10 marks)

(b) Discuss the circumstances in which dornatio intervivos could be set aside by the
court:

(10 marks)

COPYRIGHTS RESERVED
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