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THE OPEN UNIVERSITY OF SRI LANKA

FACULTY OF HUMANITIES AND SOCIAL SCIENCES
DEPARTMENT OF LEGAL STUDIES

LL.B. DEGREE PROGRAMME — LEVEL IV

FINAL EXAMINATION 2012/2013

LAW OF CONTRACT-LWU2311
DURATION - 3 HOURS

Date: 15™ October 2013 Time: 9.30 a.m. - 12. 30p.m.

Total number of questions - 08
Students will be penalized for illegible handwriting.

Answer five (05) questions only selecting one (01) question from Part 1 and four (04)
questions from Part I :

1.

Part I — Law of Agency
Answer One (01) question only

Priyantha an owner of several large dairy farms, appointed Kirinelis as his agent
to sell milk. Priyantha instructed Kirinelis to collect the fresh milk from the farms
every morning and take it to a shop in the Kegalle town and sell it there. He also
advised Kirinelis to hire two workers to help carry out his work. Priyantha later
extended his product line to include milk powder. ’

One day the truck used to collect milk, broke down and Kirinelis hired another
truck from Nuwan in Colombo for use till his own was repaired. When the hired
truck was returned to Nuwan, Kirisnelis who knew there was a demand for fresh
milk, sent a large stock of milk in the truck and was able to sell it all in Colombo.
Priyantha was very happy when he heard about it and praised Kirinelis for his
actions.

However, thereafter, unknown to Priyantha, Kirinelis started sending a part of the
milk to his friend Milton in Colombo. Milton sold it at a higher price, and shared
the profits with Kirinelis.

One day health inspectors raided the shop in Kegalle and banned the sale of milk
powder when it was discovered that there was DCD (Dicyandiamide) in the milk.
However Priyantha instructed Kirinelis to continue the milk powder sales and
Kirinelis did so until Priyantha discovered his transactions with Milton and
terminated his services.

Discuss the validity of Kirinelis’ actions during his period of agency.

(20 Marks)
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2 i. ‘An agent does not have any liability towards a third party in the contract.’

Comment on the validity of the above statement.
) (10 Marks)

it. ‘A contractual obligation created by an agent will not bind a third party if
he (i.e. the third party) does not wish to contract with the principal.’

Do you agree with the above statement? Explain the reasons for your
answer. (10 Marks)

Part II — Law of Contract
Answer four (04) questions only

3. Ananda is the owner of a conference hall. Maxima and Co. entered into a contract
with Ananda on 11" September, to hire his hall for an international convention of
tourism promoters to be held on 11™ October. Ananda decided to get the hall
repainted, and put in new conference chairs. He hired Richard, to do the job
explaining the need for the work to be completed by 10™ October in time for the
convention. Richard agreed to have the hall ready within the given time.
Thereafter Ananda sold the old chairs in the hall. Three weeks later, Richard told
Ananda that he wanted an additional sum of money to complete the contract, or
that he would not be able to keep to the deadline. Ananda who was desperately
worried that the hall would not be ready in time agreed to make the additional
payment.

Due to a miscalculation of dates, Richard’s employee in India who was to send the
custom made chairs to Sri Lanka loaded the chairs onto a ship only on 9" October
so that the chairs did not arrive in time for the convention. Ananda also lost an
international promotion opportunity given by Maxima and Co. which would have
given publicity to his hall as an international conference venue.

Discuss the legal remedies available to Ananda against Richard.

(20 Marks)

4  Comment on the validity of any two (02) of the following statements
i. Children do not have the capacity to enter into contracts.

ii. A person cannot claim payment under a contract unless he has fully -
performed his contractual obligations.

iii. A person who signs a contractual document cannot later claim that
he/she did so due to a mistake.
(10 x 2 =20 Marks)



| 00
~ Sheila joined Lexis and Partners, a law firm soon after taking oaths as a lawyer.

At the time of joining the firm she was asked to sign a contract, which included
the term that she would not work for another law firm in Colombo for 5 years

after leaving Lexis and Partners. Sheila performed her work well and was soon |

sought out by many of the firm’s clients. After 4 years Sheila left Lexis and
Partners and joined Juta and Partners, another law firm also located in Colombo.

i What remedies are available to Lexis and Partners? (10 Marks)

ii. Would your answer be different if Sheila was a typist and had leftLexis
to join a communication centre located on the same street as Lexis and
Partners? Explain the reason for your answer. (10 Marks)

Write notes on any two (02) of the following

i. . Promissory estoppel

ii. Termination of an offer

iii. - Donatio inter vivos

iv. Termination of a contract by operatlon of law

V. Exemption clauses (2 x 10 Marks)

It is important to identify offer and acceptance correctly since both these must
exist to create a valid contract. There are however many situations which could be
confused as offers and acceptances which lead people to believe they have entered
into a valid contract, when in fact they have not.

-Explain the above statement, highlighting your answer with relevant case law.
(20 Marks)

Discuss the legal position in the situations below. Use case law to support your
answers, where applicable.

1. Silva offered to sell a car to Perera on the 5™ of October. Perera accepted

the offer by a letter posted on the 7" of October. Silva revoked the offer on
the 8™ of October.

il. Sathya, an Attorney-at-law drafted and attested a deed of gift for her
mother by which a land was glfted to Sathya’s daughter Sathya’s brother
challenged the deed.

iii. Aslam contracted to sell 100 kgs of dhal to Risana. However he delivered
100 kgs of rice instead.

iv. Peter, who had obtained a report on the condition of his farm according to
which it was in good sanitary condition induced Jane to buy the farm. The
water on the farm was poisoned and the poultry died.

(4 x 5 =20 Marks)
*** All rights reserved™**
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