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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 VI

FINAL EXAMINATION 2015

COMMERCIAL LAW- LWU4324

DURATION - 3 HOURS

Date: 2™ May 2016

Time: 9.30 a.m. - 12. 30 p.m.

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

Answer five (05) questions only «

Discuss the legal consequences arising from the transactions below, under the

provisions of Sale of Goods Ordinance No.11 of 1896 relating to performance of a
contract of sale.

i Chandana agreed to sell 100 kg of fresh fish to Rohith and deliver it to him.
He then delivered the fish to a carrier to be sent by a refrigerated truck.
However the refrigerator was faulty and the fish was spoilt when it reached
Rohith. : (10 marks)

ii. Hasan entered into a contract to buy 250kg of brown sugar from Razeek. He
went to Razeek’s shop, collected the sacks of sugar and on his way to his own
shop stopped to deliver 100 kg of the sugar to Mufeeka, a baker, who had

- placed an order for brown sugar with him. Mufeeka telephoned Hasan the
next day and informed him that she was rejecting the sugar since it was white
and not brown sugar, and requested him to collect the sugar from her bakery.

(10 marks)

Critically analyze the advantages and disadvantages of the owner in a hire purchaéé
contract in the light of the law applicable to hire purchase in Sri Lanka. ’

(20 marks)
In your opinion, does the Consumer Affairs Authority Act No 09 of 2003 provide
adequate protection to consumers in Sri Lanka? Explain the reasons for your answer

illustrating it with practical examples. (20 marks)
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The following is an extract of a letter published in the ‘“Morning’ Newspaper by a
passenger travelling on a bus plying from Colombo to Badulla.

‘After about 2 hours travelling, the bus stopped at a small wayside hotel as it was
lunch time. As I entered I was hit by the smell from the two toilets next to the kitchen
and also that of stale food. Due to the long queue to use the toilet many males were
using the open drain in front of the hotel for this purpose. I had a strong suspicion that
piles of rotting vegetables on the kitchen floor were being used to prepare the lunch.
As I saw that the pots with food were left open on the floor with dogs and cats also in
the vicinity, I decided to order a ‘Camel’ brand cool drink and a bun instead of rice.
However the expiry date on the bottle of drinks had already passed and the bun was
wrapped in a plain white paper with no information whatsoever...’

If you were an officer of the Food Authority and saw this letter, what action would
you be able to take under the Food Act No 26 of 1980 (as amended) to remedy this
situation? Illustrate your answer with practical examples. (20 marks)

Kamal entered into a contract of life insurance with Sunny Life Insurance Company.
Following are some of the questions in the proposal he completed together with his
answers;

Question- What is your exact age

Answer- Depends on how it is calculated

Question -Are you engaged in any dangerous activities

Answer - No .

Question - Do you smoke

Answer - No

Question - Any other relevant information

Answer — None

Kamal was born on 29" of February. He had been a heavy smoker for many years.
However he had given it up 3 months previously, when a close friend who was also a
heavy smoker died of lung cancer. Although Kamal was married he regularly visited
a brothel close to his office. |

Several months after completing the contract, Kamal discovered that he had
contracted AIDS and he died less than a year later.

Sunny Life Insurance Company is refusing to pay on the policy claiming breaches in

the duty of good faith and duty to disclose. Do you agree with their position? Give
reasons for your answer illustrating it with relevant case law. (20 marks)
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ii.

Prabath drew a crossed cheque on Mercantile Bank in favour of Bandula for Rs.
25,000 for goods bought by him. Bandula endorsed the cheque to his daughter Jayani
as a wedding gift. Jayani endorsed it to her former boyfriend Dilshan as he threatened
to show some nude photographs he had taken of her to her husband unless she gave
him some money. Dilshan then endorsed the cheque to Sanjaya as part payment for a
car. Sanjaya deposited the cheque in his account in Sri Lanka Bank.

1. Discuss the legal consequences arising from the above incidents. (10 marks)

il. Would your answer be different if ; ‘
a. Dilshan deposited the cheque in his account in Sri Lanka Bank instead of

endorsing it to Sanjaya?

b. Dilshan collected the money over the counter by presenting it to
Mercantile Bank? (10 marks)

Write notes on the following

~ Subrogation ' (07 marks)

Types of endorsements used in negotiating a bill of exchange (06 marks)

iii.  Legal provisions protecting against adulteration of food in Sri Lanka (07 marks)

Gamini prepared a bill of exchange leaving blank spaces where the name of payee
and amount to be paid should be indicated. He handed it to his sales manager Vijaya,
asking him to use it if he needed to pay any office bills below Rs. 15,000. The
following week Vijaya filled the blanks with Jayantha’s name and Rs. 10,000 and
endorsed it to Jayantha for goods received for the business. Jayantha then altered the
amount to Rs. 100,000 and induced Kumar to take it as payment for goods sold to
Jayantha. Kumar gifted the bill to Kalyani as a wedding gift.

Discuss the legal rights and obligations of the parties. (20 marks)

*#%All rights reserved ***
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