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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 4
FINAL EXAMINATION 2016

LAW OF CONTRACT-LWU2311
DURATION - 3 HOURS

Date: 17" May 2017 | 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 selecting one (01) question from Part 1 and four (04)
questions from Part I1

Part I — Law of Agency
Answer One (01) question only

1. Write notes on any two (2) of the following;
i. Creation of agency by agreement

il. Termination of agency by operation of law

iii. The effect of personal considerations of the third party on the rights of an
undisclosed principal (10 marks x 2 =20 marks)

2. Michael appointed David as his agent to sell his antique furniture collection. David
hired Sandy’s hall for the auction at which he sold most of the collection. However he
failed to sell a carved table as no one made an offer for the initial price of Rs. 75,000.
After the auction Bala requested the details of Michael, contacted him personally and
bought the table for Rs 65,000. David took a stool back to his home for his personal
use without paying for it. Further he sold one of a pair of chairs to his wife even
though he had been instructed to sell both together. He was unable to sell the
remaining chair. David’s wife did not pay the price of the chair even though she knew
it belonged to Michael.

After the sale Michael discovered that David had not paid Sandy for the use of the

hall even though he had been given the money to do so. Sandy demanded payment
from Michael.

- Discuss the legal consequences of the above transactions under the law of agency.
(20 marks)
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Part Il - Law of Contract
Answer any four (04) questions

3. Explain the legal concepts which were established in any four (4) of the following
cases;
i. Allcard v Skinner (1887) 36 Ch D 145
ii. Hyde v Wrench (1842) 3 Bear 334
ii. Jayawickrama v Amarasuriya 20 NLR 289
iv. Cutter v Powell (1795) 6 Term Rep 320

v. Adams v Lindsell 1818 (1) B & Ald 681 (4 marks x 5 =20 marks) .

4. Solid Constructions Ltd. entered into a contract with Happy Gardens Pvt. Ltd. to .
construct a facility to convert kitchen garbage into compost. Happy Gardens Pvt. Ltd.
had several other such compost manufacturing sites in the country and earned high -
profits from the sale of compost. The construction was to be completed by October
2016. In September 2016 Happy Gardens Pvt. Ltd., entered into a contract with
Kollambo Municipal Council to purchase the garbage from the area, for their
business, for the next two years. They then started heaping the garbage next to the
construction site each day. However though the garbage heaped up, Solid
Construction Ltd. failed to complete the construction even by April 2017. Villagers
started protesting against the smell and health hazards caused by the garbage, which
began to affect the compost sales of Happy Gardens Pvt. Ltd.

Due to heavy rains in April the garbage dump suddenly collapsed burying several '
houses causing 5 deaths and damage to 10 houses. Angry citizens entered all compost
manufacturing sites belonging to Happy Gardens Pvt. Ltd. and caused extensive
damage to their buildings and equipinent.

Happy Gardens Pvt. Ltd. wishes to sue Solid Constructions Ltd. for damages for
breach of contract. Advise them regarding the damages available to them focusing on
the concepts of remoteness of damage and duty to mitigate. (20 marks)

5. Discuss the validity of any two (2) of the following statements relating to -
misrepresentation. support your answer with case law;

i Silence does not amount to misrepresentation.

ii. A statement will only amount to a misrepresentation if it induces the person to
whom it is made, to enter into the contract.

iii ~ Damages will not be granted in the case of innocent misrepresentation.
(10 marks x 2 =20 marks)
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6. Lassana Lanka Tours, a tour operator, organised a day tour to Kandy on the following
terms; the tour covers visits to the Temple of the Tooth, the Pinnawela Elephant
Orphanage and a tea factory in an air conditioned bus with an English speaking tour
guide.

Ian and Daisy decided to join the tour. Ian specifically inquired if feeding of the baby
elephants was included in tour and only made the payment after the tour operator
confirmed that it was.

Although the tour bus could only seat 40 passengers, 50 people were booked onto the

tour. Therefore Lassana Lanka Tours hired a van for the balance 10 members, which

included Ian and Daisy. The van arrived late as it was booked at the last moment and

both the feeding and bathing times of the elephants were over by the time it reached -
Pinnawela. The van was not air conditioned and had no guide as the guide had been

assigned to the bus. The van developed engine trouble in Kandy and was only

repaired by late evening. The group visited the temple but the tea factory was closed

by the time they reached it. While speeding to get back to Colombo, the van collided

with a bus, injuring Daisy.

Daisy and Ian demanded compensation for the injury and breach of the terms of the
tour from Lassana Lanka Tours. However they deny any liability on the basis of the
following provision in a document containing details of the tour which was in a
folder, distributed in the van once the journey had started.

‘Lassana Lanka Tours will not be liable for failure to provide any of the services set
out in the tour programme or for any injury to persons during the tour’.

Advise Daisy and Ian on the basis of the law governing terms of a contract.
(20 marks)

7. Explain any two (2) of the following statements illustrating your answer with case

law;

i. The law will not protect a person who signs a document carelessly.

il. A person who is compelled to enter into a contract due to threats of economic
harm can avoid the contract.

jii. A contract will automatically terminate if a frustrating event occurs.

iv. A contract may be terminated by agreement between the parties

(10 marks x 2 = 20 marks)
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8. Indika gifted several pieces of jewellery to her grand-daughter Janani, on her 177
birthday. Janani’s stepmother Cynthia accepted the gift. Subsequently Janani gifted a
diamond pendant from among the jewellery to Cynthia. She also sold a gold chain,
with the assistance of her father, and used the money to pay her school tuition fees.
Further, she sold a ruby ring to her 19 year old best friend Pamela for less than half its
actual value as she was not aware of the real value of the ring.

When Janani turned 18, she repudiated the sale to Pamela. At the same time Indika
requested Janani to marry Anton and threatened to revoke the gift of the jewellery

when Janani refused to do so. ’

Discuss the legal consequences of the above transactions with specific focus on the
law relating to capacity to contract and donation. 4 (20 marks)

**% All rights reserved***
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