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THE OPEN UNIVERSITY OF SRI LANKA
LL.B. DEGREE PROGRAMME - LEVEL 4
FINAL EXAMINATION - 2009/2010

LAW OF CONTRACTS & AGENCY — LWU 2311
DURATION : THREE (03) HOURS

DATE : 23" March 2010 ‘ ~ TIME : 9.30 a.m. — 12.30 p.m.

........................................... AR e T T LY L LR R R R L E R Y

~ Answer FIVE questions only. One question from Part One and Four from Part Two.

Candidates will be penalized for illegible handwriting

PART ONE -LAW OF AGENCY :

Answer one question only from this part.

01, (a) Explain the concept of necessary authority with reference to decided cases.

(b)  Discuss the meaning of the doctrine of estoppel in relation to the Law of
Agency. , :

02. (a) Discuss the maxim “delegatus non potest delegare” in relation to the Law
of Agency.

(b)  Gunaratna requested his agent Wimal to sell his house at the highest price
that could be obtained. Wimal without looking for higher offers bought the
house in the name of his brother Kamal at less than the market price in
order to get it transferred to his name subsequently.

R s o il e ettt s

Advise Gunaratna.

03.  “The rights and liabilities of agents towards third parties and vice versa occur
under the contract or under a collateral contract. The agent may also be liable for
breach of implied warranty of authority™.

Discuss.




PART TWQ —LAW OF CONTRACT

Answer four questions only.

04.

05.

(a)  Jupiter corporation invited tenders for the supply of office equipment they
_might require for the year 2010. The tender submitted by Britex Company
in response to this invitation was accepted by Jupiter Corporation. After
the first order was placed by Jupiter Corporation by a letter dated 15
January 2010, Britex Company wrote to Jupiter Corporation informing
them of its inability to supply office equipment.

‘Discuss the rights and liabilities of the parties.

(b) George, an antique goods collector had a rare antique almirah for sale. He
wrote to Edward, another antique goods collector asking whether he would
be interested in purchasing it. Edward wrote in reply, “I am willing to pay
Rs. 500,000/ for the almirah; I will consider it'mine at that price unless I
hear to the contrary from you and will collect it from your shop on
Thursday next week”.

‘Advise Edward as to the legal position.

i If George disregarded Edward’s letter and sold the almirah to Enc
for Rs. 600,000/-
ii. If George fixed a sticker on the rear side of the almirah with the

words “sold to Edward” but Edward decided that he no longer
wished to buy it.

Ranjith who runs his own business wants to extend the family home, jointly owned
by him and his wife Prema, to build an officer for himself. He realizes that the
easiest way to raise the necessary finance is to increase the existing mortgage and
therefore he meets his friend Nimal, the manager of Metropolitan Bank.

Nimal tells Ranjith that the incréased mortgage is only possible if he becomes a
member of Metropolitan Bank Building Society, which arranges for drawing up
architectural plans, obtaining necessary planning approvals and hiring building
contractors with direct payment from the Mortgage advance. Conversation ends
with Ranjith agreeing to obtain his wife’s consent for the mortgage by a clever
trick on his part. The next day, Ranjith pursuades his wife Prema to sign the new
pursuades mortgage form saying that it is needed as security for his company’s
existing overdrafl. Prema does not read the form which includes a statement to the
effect that all signatories have received independent advice. Metropolitan Bank
obtains necessary planning approvals and hires Premium construction company in
which Nimal is a partner to handle the construction work. Prema later discovers
the truth and seeks to avoid the contract. Ranjith also discovers the connection
between Premium construction company and Nimal.

Advise the parties.
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06.

07.

08.

09.
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Gilbert Anthony, a well known singer decides to use Royal Theatre as the first
venue of his ‘Round Sri Lanka Tour’. During negotiations, Royal Theatre
Manager Donald informs: Gilbert Anthony that the theatre will hold 3500 people
and the sound equipment installed in the theatre will enhance the quality of his
performance,

Gilbert Anthony signs the contract of hire which contains the following clause,
“The Management reserves the right to restrict the capacity of this threatre on
grounds of public safely and does not accept liability for any statement made by
Royal Theatre staff concerning the quality of the facilities provided. All 3500
tickets for Gilbert Anthony’s musical programme is sold out. However only 2500
people are admitted on the instructions of the local police and the sound equipment
is of such poor quality that a large percentage of the audience demands its money
back.

The adverse media publicity affects ticket sales for the remainder of Gilbert
Anthony’s “Round Sri Lanka Tour”.

Advise the parties.

What do you understand by the two maxims “ex turpi causa non oritur actio” and
“In pari delicto potior est conditio defendentis” ’
Discuss with reference to relevant judicial decisions.

Oxonia company owns 500 acres of land in Polonnaruwa with government
permission to mine for phosphate. Oxonia Company agrees to lease this land to
Orient Mining Corporation who will extract the phosphate. The contract provides
that Orient Mining Corporation will supply all plant, machinery and technology for
the extraction of phosphate and that the lease rental will become payable when the
first tonne of phosphate has been extracted from the land.

A year later,when the site has been developed and mining operations are due to
commence, local environmental conservation groups force a public enquiry. As a
result of the enquiry, government permission for mining operations is restricted to
an area of 125 acres. Oxonia company claims that the contract has been frustrated.,

Advise the parties.

(a) “Although a donation made during the life time of a donor (donatio-

intervivos) is as a general rule irrevocable the donor may, under special
circumstances, set aside such a donation with the sanction of a court order”.

Discuss,

(b) A donatio mortis causa is a special kind of gift which has characteristics of
both contract and legacy™”.

Discuss.




10.

Write notes on any two of the following.

(a)
(b)
(c)
(d)
(e)

Duress

Unassisted contracts of minors.

Documents mistakenly signed and the plea of non-est factum.

Novation.

Liquidated damages and penalty.

- Copyrights Reserved-
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