[image: image1.wmf]
SCHOOL OF LAW

L120 – LAW OF CONTRACT

SECOND SEMESTER FINAL EXAMINATION, NOVEMBER 2010 
INSTRUCTIONS
1. SECTION A: ANSWER 2 OUT OF 3 QUESTIONS
2. SECTION B: ANSWER 2 OUT OF 4 QUESTIONS
3. TIME ALLOWED: 3 HOURS PLUS 5 MINUTES FOR READING THE EXAMINATION PAPER

4. CANDIDATES ARE NOT PERMITTED TO BRING INTO THE EXAMINATION ROOM ANY STATUTES.

5. CANDIDATES MUST NOT TURN THIS PAGE UNTIL TOLD SO BY THE INVIGILATOR.
SECTION A: ANSWER 2 OUT OF 3 QUESTIONS

QUESTION ONE
(a) Mbazi, unlicensed gun dealer displays in his shop window three guns for sell and a price tag of K2 million attached to each gun. He also advertised for sell of the same three guns in the local newspaper. The Police are not pleased with Mbazi’s display of the guns for sale in his shop window and advertising the same for sale in the local newspaper without a licence. Mbazi is scared that he may be arrested and prosecuted and decides to approach you for advice knowing that you are an expert in Contract. Please advise Mbazi.     
                                                   [13 Marks]
(b) Kondwani Hotels advertised on its website a one week package for its prestigious hotel rooms in the heart of South Luangwa National Park. It put the rates for a room by mistake at K50,000 per night instead of K500,000. Fifty people immediately booked for the rooms including Loveness before the website was taken off-line and the error as to the price corrected. Kondwani Hotels cancelled all the bookings which were made in respect of the rooms including that of Loveness. Loveness is not pleased with the cancellation of the hotel booking claiming that the contract was concluded the moment she made the booking. Loveness approaches for advice. Please advice.
                                                    [12 Marks]

QUESTION TWO

(a) Explain the difference between offer and acceptance.

                                                   [5 Marks]

(b) Brenda writes to Chama offering to sell her designer Malibu handbag for K5 million. Chama receives the letter on November 3, 2010 and on November 5, 2010 posts a letter accepting Brenda’s offer and sends a cheque for K5 million. In the meantime, however, Brenda has sold the Malibu handbag to her cousin Mutinta for K6 million believing Chama was not interested. Brenda received Chama’s cheque on November 7, 2010. Advise Chama to her legal rights. 

                                                    [12 marks]

(c) Janet puts a notice in local newspaper known as ‘Tulembe’ saying “Reward. Lost for Dolce & Cabbana handbag. K2 million reward for safe return”. Nyirenda finds the Dolce & Cabbana handbag and, unaware of Janet’s notice, takes it to Janet’s home address which is inscribed on the handbag’s name tag. A few days later Nyirenda learns about the reward and now wants to collect the same reward from Janet. Advice Nyirenda. 

                                                   [8 Marks] 
QUESTION THREE

(a) Morgan runs a small 20 bedroom hotel known as “Rest Resort Hotel”. One of his friends, Margaret, decorated three of the bedrooms for him, as a surprise, when he was away on holiday to Bahamas. On his return, Morgan was delighted and agreed to give Margaret laptop in consideration for all her work. As a separate matter, he also agreed to pay Margaret’s brother, Ndube, the sum of K3 million to fit new lights and sockets in the bedrooms. Ndube performs the work. When Margaret and Ndube turn up to collect the laptop and the money Morgan refuses to part with either. Margaret and Ndube decide to approach you for advice. Please do so.

                                                   [15 Marks]

(b) A crew of 25 men contracts to sail a ship to and from lake Tanganyika in Mpulungu to Burundi for K20 million each. During the voyage, five crew members desert the ship and the captain promises an additional K2 million to the remaining 20 if they complete the voyage short-handed. The 20 crew member manages to complete the voyage to Mpulungu and when they try to claim the K5 million they were promised the captain informs them that he is not under the obligation to pay them. The 20 crew member decides to approach you for advice. Please do so.  

                                                   [10 Marks]         
SECTION B:  ANSWER 2 OF 4 QUESTIONS

QUESTION FOUR

(a) Explain the two types of the terms of the contract, and the ways in which they can be implied or incorporated into the contract.

                                                  [15 Marks]

(b) Natasha hires a car from a car rental company known as ‘Kondhwani Car Hire’. On arrival at their office Natasha is given a form, which includes terms and conditions in small print on the back, and asked to sign it. She does so and pays the hire charge. When she gets into the car, she happens to look in the compartment and sees a document headed ‘Limitation of Liability’. This states that the hire company will not be liable for any injury caused by a defect in the car unless this is as a result of the company’s negligence. While Natasha is driving on Kondhwani Car Hire premises, the airbag inflates and causes her to crash. She is badly injured. Natasha decides to approach you for advice to her legal rights, if any. Please advice. 
                                                  [10 Marks]

QUESTION FIVE

Discuss the legal and equitable remedies that may be available to an innocent or injured party where there is breach of contract.
                                                  [25 Marks]

QUESTION SIX

(a) Explain the four ways in which agency agreement or relationship between the 
           agent and the principal may be created.

                                             [13 Marks]

(a) The contract made by the agent is binding on the principal and the other party only if the agent was acting within the limits of his authority from his principal. Explain the three types of the agent’s authority.

                                              [12 Marks]

QUESTION SEVEN
(a) Explain at least three ways through the contract may be discharged or brought to an end. 

                                              [15 Marks]  

(b) Julia employs Lwando as an interior designer and decorator to do some work on her apartment. The contract price is K100 million. Lwando completes the work within the agreed time. When inspecting the work, Julia notices that a bath tab she specified had not been supplied, that the door handles are a wrong design and that four of the new bathroom tiles are cracked. She tells Lwando the job is incomplete and refuses to pay. Lwando decides to approach you for legal advice. Please advise Lwando.
                                             [10 Marks]
