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THE OPEN UNIVERSITY OF SRI LANKA

LL.B. DEGREE PROGRAMME —LEVEL 6

FINAL EXAMINATION — 2011

COMMERCIAL LAW — LWU 4324

DURATION - THREE HOURS

Date: 04" April 2011 TIME: 9.30 a.m. — 12.30 p.m.

Answer FIVE Questions only.
Students will be penalized for illegible handwriting

1. “The Sale of Goods Ordinance contains effective provisions for a seller to enforce his
rights in a sales contract”.

Do .you agree with the above statement? Explain your answer supporting it with
relevant statutory provisions
(20 Marks)

2. Praneetha was appointed as an authorized officer of the Food Authority recently. Her
first assignment is to inspect all places providing refreshments for sale in “Traders
Square” where many traders and customers are reported to have suffered from food
poisoning after consuming various food items. Praneetha seeks your help to identify
the provisions of the Food Act No 26 of 1980 (as amended) which she should be
familiar with to successfully carry out her assignment.

Advice Praneetha.
(20 Marks)

3. Comment on the validity of the following statements.
(i) A bill is discharged if it is materially altered.
(i) Every person whose name appears on a bill becomes liable on it.

(10 Marks each)
4, “The provisions of the Consumer Affairs Authority Act No.9 of 2003 ensure the .
complete protection of consumers against unfair practices of traders”.

Critically evaluate the above statement.
(20 Marks)



Claude Perera, a manufacturer of toys loses his bag containing cheques given by
several of his buyers. The buyers had made the cheques payable to “C.Perera’. It is
later discovered that a person named Clarence Perera had completed the transactions
below by producing identification that he was Clarence Perera.

(i) Collection of Rs.2500/- over the counter for an uncrossed ABC Bank cheque,

(ii) Collection of Rs.3000/- over the counter for a crossed cheque issued by DEF
Bank. '

(iiy Deposit of a crossed cheque of Rs.5000/- issued by ABC Bank into his account
in PQR Bank. '

{(iv} Collection of Rs.4000/- over the counter on an uncrossed cheque issued by
PBC Bank. Payment had been made after notice by Silva (the drawer of the
cheque), to his bank to stop payment on the cheque which Claude Perera
notified as stolen. '

Discuss the legal consequences of the above transactions in the light of the Provisions
of The Bills of Exchange Ordinance. ' _
(b Marks each)

Susil,-a manufacture of refrigerators whose business has been limited to cash sales is
considering whether to expand his business to include sales under Hire Purchase
Contracts. He seeks your advise on the following,

(i) Requirements to enter into a valid Hire Purchase Agreement.
(8 Marks)
(i) The rights and duties of the owner under Hire Purchase Agreement.
(12 Marks)

Advise Susil in the light of the Provisions of the Consumer Credit Act No.29 of 1982
and applicable Case Law.

Write short notes on the following.
(i) Types of endorsements on a bill of exchange.

{08 Marks)
(ii) Subrogation.

(06 Marks)
(iii) The protection available to a hirer under the Consumer Credit Act No.29 of

1982.
(08 Marks)
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Anton insured his car against theft for 3 million rupees with Ceyland Insurance
Company which was the market value of the car at the time. In the proposal form he
answered a question about where his car is usually parked at night by sthting, ‘in the
street outside’. To the question; *Do you think you protect your car to the same extent
as other car owners?" he answered “yes". Most of Ceyland customers had detection
mechanisms to trace lost cars though Anton was unaware of this.

Anton's car is severely damaged by a fire while in his office car park, but the insurers
refused to pay his claim stating the inaccuracy of his statements. The insurers also
discover that Anton has taken out another identical policy with another insurer.

Discuss Ceyland Insurance Company's liability to pay the claim.

(20 Marks)
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