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THE OPEN UNIVERSITY OF SRI LANKA

FACULTY OF HUMANITIES AND SOCIAL SCIENCE
DEPARTMENT OF LEGAL STUDIES

BACHELOR OF LAWS DEGREE PROGRAMME- LEVEL 06
FINAL EXAMINATION -2021/2022

LLU 6716/LLWU4324— COMMERCIAL LAW

DURATION - ONE (03) HOURS

Date: 27.12.2022 Time: 09.30 a.m. — 12,30 p.m.

Total Number of questions — 08
Answer FIVE (05) question only.

Candidates will be penalized for illegible handwriting.

1. Discuss any two (02) of the following. Your answer should include relevant statutory
provisions, if any, and case law,

a) Explain the significance of the doctrine of memodat gquod non haber and its
exceptions.

b) Discuss how the provisions of the Food Act No. 26 of 1980 (as amended) tries to
protect consumets against unfair trade practices.

c) Discuss how a cheque can be crossed and explain how such action would protect
the true owner of the cheque.
(10 x 2 = 20 Marks)

2. a) ‘For an insurance contract to be enforceable, the insured must have insurable
interest’, Discuss this statement with reference to the decided case.
(8 Marks)

b) ICD Insurance Company (ICD) advertised their new prermum 6-year property
protection cover. The advertisement states as, ‘lowest price for a property cover..
all in one... covers any kind of property accidents and dangers...”. ICD had a
meeting with the brokers, where the company indicated that this new insurance
coverage is intended for clients who use their property in a normal way. Karthik
who saw the advertisement, contacted his broker to get all the information regarding
the new premium cover. Then Karthik completed the insurance application form to
insure his house. The form neither mentions a property inspection nor asks about
the usage of the insuring property. Therefore, Karthik did not disclose to ICD that
he uses the back room of the house as a chemical testing lab which is used to store
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several highly flammable chemicals. Subsequenily, Kaithik had a fire in his back
room which caused damage to the entire house. ICD refuses to pay out on the policy -
on the ground that Karthik failed to’disclose his property includes a highly
flammable chemical lab. Does ICD entitle to rely on this stance? Explain,

Substantiate your answer with relevant legal principles and case law.
(12 Marks)

a) “IA] hirerin a hire purchase agreement is s;mply paymg for the use of goods and
title remains with the financier, who is the owner..

Chararjit Singh Chadha & Ors. v. Sudhir Mehra [(2001) 7 SCC 417]

To what extent do you agree with the above statement? Discuss with leference to
statutory provisions and decided cases.

(8 Marks)
b) Explain the obligations of a hirer under a hire purchase agreement with reference
to Consumer Credit Act No.29 of 1982 and relevant case law,
(12 Marks)

Saman and Niroshan is having a partnership company and have a joint current account in
ACI Bank to do their business transactions. Saman draws a cheque of Rs, 5000 which he
hands over to Lakmali to pay the suppliers. Saman, told Lakmali that the cheque will be
only valid if both partners have signed on it. Thus, Saman instructed Lakmali to meet
Niroshan and get the cheque signed. However, Lakmali who had some financial
difficulties, had to pay her daughter's school fees the following day. Lakmali forged
Niroshan’s signature and edited the amount of the cheque for Rs. 50000 and took it to the
ACI bank. The bank manager Nalaka, who was suspicious about the signature called
Saman and inquired whether the signatures were correct. Saman who was at the Airport
and was boarding the flight in a hurry did not hear the manager and said only “yes" and
then he disconnected the call. Therefore, the manager released the cheque. Later, Niroshan,
who got to know about this forgery intended to file a legal action against Lakmali and the
ACI Bank, Niroshan appoints you as his counsel.

Advise Niroshan on whether he can file a case against Lakmali and the ACI Bank with
reference to statutory provisions and decided cases.
(20 Marks)

* Wishva is a gardener in Nuwara-Eliya, who grows flowers professionally for wedding
decorations. He entered a contract with Mahesh to get some fertilizers for the next season
which falls in July. Mahesh ig a registered dealer of Chapa (Pvt) Ltd, which is a leading
manufacturer and seller of gardemng requisites in Chilaw. Wishva agreed to buy 100kg
fertilizer bags from Mahesh in two installments and Wishva pald the full amount of the

. first installment and agreed to pay the second installment when it is ready to be dispatched.
Moreover, Wishva told Chapa (Pvt) Ltd, that he needs a good quality fertilizer, which helps
him growing quality flowers to be used in wedding decorations. After Wishva used the first
instalment of fertilizers as instructed, the flowers produced by the plants were poor in
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quality and most of them died before blooming, Consequently, Wishva could not use -
flowers to complete his wedding orders. Wishva who was worried switched off his phone
when Mahesh tried to contact him for the delivery of the second installment of fertilizer.
Later, Wishva became aware that Chapa (Pvt) Ltd had obtained an injunction order against
Mahesh for breaching and misusing their registered trademark to sell other low-quality
products. Wishva intends to file a legal action seeking damages including the purchase
price of the fertilizer, loss of profits that he would otherwise receive upon the completion
of his wedding orders, and the damage made to his reputation.

Critically evaluate the above scenario with reference to statutory provisions and relevant

case law,
(20 Marks)

a) Masha is a well-known scholar who recently obtained her PhD on International
Commercial Law from MHI University. She was invited to deliver a lecture on the
topic ‘endorsement of a bill of exchange.” Assume that you work as a research

-assistant to Masha. Draft the speech with reference to statutory provisions and
decided cases. : ‘
(12 Marks)

b) Compare and contrast the scope of the term ‘holder”, *holder for value’, and ‘holder
in due course’. Your answer must include the relevant statutory provisions and case

laws.
(8 Marks)

An unpaid seller is not entitled to any remedy, if the parties to a sale of goods agreement,
verbally or in writing did not agree so.

Do you agree with the above statement? Critically analyze the above statement with
reference to the Sales of Goods Ordinance No, 11 of 1896 and case law. ' :
’ "~ (20 Marks)

Explain the legal consequences of the following scenarios.

a) FFR Canned Foods (Pvt) Ltd had an agreement with Yash Superfoods Ltd to deliver
200 cans of tuna. When the stock was delivered to Yash Superfoods, they noticed
that the delivery contained cans more than they initially ordered and some cans
were not the product they ordered. Because the container was filled with 100 cans
of tuna and 50 cans of red salmon and 65 cans of barbeque sauce. Advise Yash
Superfoods Ltd.

(6 Marks)
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b)

Rekha bought a diamond necklace from Subha for Rs. 1 million. She wore that to
her friend Yamuna’s engagement ceremony. Three mounths later, Yamuna’s sister-
in- law Chithra, saw Rekha’s necklace and told her that the necklace belongs to her
and that was lost in a robbery that happened four months ago. She thought of asking
back the necklace from Rekha. Advise Rekha.

(6 Marks)

Mishra agreed to buy 500 baby pillow covers from Imasha, Imasha told that she
must stitch the borderline of the pillow-covers. Therefore, she will inform Mishra
once she completed it. Mishra paid the full payment for the pillow covers and told
Imasha to inform her after the process is completed. Then Mishra will arrange a
vehicle to collect the pillow covers. Imasha completed the process but forgot to
inform Mishra about this. The following day an electrical leakage caused a fire in
Imasha’s warehouse and burnt all the clothing stocks. Advise the parties.

(8 Mark)
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