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THE OPEN UNIVERSITY OF SRI LANKA |
| LB. DEGREE PROGRAMME - LEVEL VI
FINAL EXAMINATION - 2007 / 2008 |
COMMERCIAL LAW - LWU 3324 / 4324
DURATION - THREE HOURS

Date: 08" April 2008 " Time:9.30 am.—1230pm.

Answer EIVE questions only.
Each question carries equal marks and a subdivided question carries equal marks.

Candidates will be penalised for illegible handwriting.

(01) Determine the legal consequences of the following s_i:tu'a'\t'ions. Your answer

should be supported with relevant statutory provisions and decided cases, if
any. P L

(a) Abi drawn on Dimutu in favour of Nisha. It was accepted by
. Dimutu through a fraudulent act of Shiva.

(b)  Bandara drew a bill on Janaka payable three months after date

“o the order of Bandara” and crossed it “not negotiable”. The

Bill was accepted by Janaka and indorsed for value by
Bandara to Hasithini. .~ - . ..~ . '

(c) Pradeep drew a cheque in favour of Narada. Pradeep’s clerk
forged Narada's indorsement ‘and negotiated the cheque to
Nayoma, who took it in good faith and for value. Nayoma

- received payment for the chegue.

(d) ,,:Chamani drew on Mlnoﬁ a Bill;payabie after three months. it
' passes through several hands before Vijitha becemes its
holder. On presentation by Vijitha, Minoli refuse to accept it.

- (02) The-rights and duties of the-owner and hirer of a hire purchase agreement

stipulated in the Consumer Credit Act; No. 29 of 1982 as amended does not

necessarily: restrict . the contractual rights of the pariies. Nevertheless,

provisions of the said Act do define and regulate rights and duties of the
parties.

Comment.




(03) Gayan a well known wood paint manufacturer spemal:zed in manufacturing

(04)

(C5)

non toxic wood paint'that can be used for preschool fumniture, agreed to sell
2,000 tins of pink and'blue colour waod paints to Udini, a preschool owner
and furmture manufacturel on the foliowmg terms -

(a) the property in wood paints agreed to be sold would “remain
with the seller untii payment of the price and of all debts due
.. from buyer to seller” ; e

() the "relationship between seller and buyer” was “deemed for all
purposes to be that of principal and agent.”

(c)  the seller was "entitled to all goods on which wood paints’
supplied by the seller" was applied

Udini has now become msoivent and owes Rs. 75 000 l =to Gayan Udini,
however, is in possesslon of a large quantity of tins of pink and blue colour
wood paints, which” Gayan had supplied and has in her bank account
Rs. 100,000 as the proceeds ‘of furmture on Whlch wood paints applied sold
by Udmt to third parties.

Udini, also has in her warehouse unsold furniture manufactured by her and
on which pink and blue colour wood paints supplied by Gayan had been

applied.

" Advise Gayan' as to the extent to which, if at all, he can assert rights over the

tins of pink and blue colour woad paints, proceeds of sale and furniture.

Compare and contrast any four of the following with reference to decided
cases and provisions of relevant statues where applicable.

{a) Negeotiability and transferability. _
{b) Presentment for acceptance and presentment for payment.

{c) Dishonour by non-acceptance and dishonour by non-payment.
(d) Signature of a bill and endorsement of a bill.

{e) Forged and unauthorised signature. .

The theoretical underpinning of consumer protection has greater.impact in
the process of promulgaﬂng laws in a given country. Although Sri Lanka s
not an exception to this phenomenon theé Consumers Affairs Authonty Act,
No. 9 of 2003 does not reflect the séid theoretical underpinning. Nevertheless,
it séts out technical rules without regard to their context and consequances in
the real world. :

Examine the validity of the above statement with reference to the statutory

.provisions and dgcidedv:cases_, if any.




(086)

©7) .

Determine the legal consequences of the following situations. Your answer
should he supported by decided cases, if any.

(a) Privanga contracted with Maadhavee to sell his calypso-
singing hall which had been insured against fire by Priyanga.
Nothing was mentioned in the contract of sale about insurance.
Two weeks later the hall was damaged by fire and Priyanga
received Rs. 30, 000 / = from MUSA® insurarice Co under his
palicy. Subsequently the purchase’ Was_.‘c':omp'leted and the
purchase money agreed upon was paid withoutt any deduction
of the sum raceived by Priyanga from the insurers.

{b) Radha had an insurance policy that covered her jewellery
worth Rs. 200, 000 / = She hid the jewellery under a pile of
wastepaper and cardboard which was lying out side the house
in order to protect from on going tendency of robbery and
stealing in her area of residency. One day ‘she lit the fire on the
" wastepaper by mistake and jewellery was de;stroyed.

{c) Abdullah and Hakim are partners of ‘Abuhakim’ firm and made
a proposal on the firm's behalf with 'Ever-Bay-Gal Insurance
Co., for burglary insurance. Abdullah had been previously
refused, but the firm had never been refused by other
insurance companies..

() Kamal and his wife made a contract of insurance whereby the
- policy money was payable, on the death of either of them, to
the survivor. The premiums were paid by them jointly. Kamal's

wife died first.

Si_ih‘ara. a final y_e_ar law student of the Oben University of Sri Lanka, is of the
opinion that the’ Sale of Goods Ordinance, No. 11 of 1896 expressly

recognises the principle of “caveat emptor’. However, her feliow student
Chathu is of the opinion that there is no place whatsoever in the said

.. Ordinance for stich principle.

'.‘Ag_cotding to your undersianding of the subject whose position do 'you agree

(08)

with? Give reasons for your answer.

Wirite no;es on any four of the following

(a) nemo dat quod non habet.

{b) uberrimae fidei.

() Holder of a bill. _

(d)  The efficacy of the Food Act, Nao. 26 of 1980 as amended.

(e) Impiled conditions and warranties of a contract of hire
purchase. ‘
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