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INSTRUCTIONS
1. This is the final examination in CONTRACT 2.  You will earn 70% of your final grade from this final examination and 30% from Continuous Assessment Assignments.
2. This examination has THREE questions.  Question One is 30 marks; the others are 20 marks each. Please answer ALL THE THREE QUESTIONS.
3. The examination has 5 pages, including this one.
4. Time allocated for this examination is TWO HRS (2) hours.  You must stop writing when time is called.
5. Please sign the roll sheet when you turn in your answer sheet.  If you fail to sign the roll sheet, we shall have no way of establishing that you sat for this examination and your marks will not be reported.
6. This is a CLOSED BOOK examination.  This means you are not permitted to bring ANY hard or soft materials to the examination room.  You re also not allowed to access materials stored in computers, electronic gadgets or the internet.  You should not bring to the examination room any of the following: cell phones, tablets, computers, statutes, notes, outlines, or books.  Neither should you bring to the examination room books or materials unrelated to this course.  If you need to have medicine or food items with you, please let the invigilator know before the examination begins.
7. This examination is governed by Riara University Academic Honesty Regulations. Students who violate those regulations will be penalized.  Students have an obligation to report to the invigilator any incidences of academic dishonesty compromising the integrity of this examination.


QUESTIONS
Question 1: Misrepresentation
(30 Marks)
Zuri Properties Ltd is selling a block of 20 serviced apartments in Kilimani to Majestic Living Ltd. During negotiations, Zuri’s sales agent made the following representations:
1. “All the apartments are currently tenanted, generating Shs. 700,000 monthly rental income.”
(In reality, only 14 units are occupied, and the actual income is Shs. 490,000.)
2. “We’ve never had any legal disputes with tenants.”
(A former tenant had filed a High Court claim for unlawful eviction, still pending at the time.)
3. “The plumbing was redone last year, so there will be no maintenance issues.”
(Only the plumbing in 5 units had been replaced; the rest remained in poor condition.)
4. When Majestic asked whether Zuri would allow them to manage the property post-sale, the agent replied:
“If you go ahead and sign, I’m sure we can make that happen.”
Majestic relied on these statements and signed the contract. After transfer, they discovered the truth and now seek to either rescind the contract or obtain compensation.

With reference to the law regarding Misrepresentation, advise the parties on the legal implications of the statements made during negotiations. Support your answer with relevant legal principles and authorities.

Question 2: Mistake
(20 Marks)
Almasi Ltd, a Kenyan gemstone dealer, agreed to sell 100 units of “Grade A certified Tanzanite” to Meraki Exports Ltd for Shs. 10 million. The agreement was silent on the source or certification process. The following facts emerge:
· Both parties believed the stones were certified, based on prior dealings and packaging.
· The stones turned out to be synthetic, with no certification.
· Meraki had inspected the packaging but did not independently verify the certification.
· Almasi sourced the gemstones from its usual supplier and claimed no knowledge of the error.
· Meraki’s overseas buyer refused the shipment, leading to losses.
Almasi insists the contract is valid and enforceable. Meraki seeks to avoid the contract on grounds of mistake.

Advise the parties on whether the contract is valid in light of the mistakes made during its formation. Support your answer with relevant legal principles and authorities.


Question 3: Discharge by Performance, Agreement, Breach or Frustration
(20 Marks)
Chombo Marine Ltd entered into a contract with DeepSea Oil Co. to transport 5,000 barrels of crude oil from Lamu to Mombasa for Shs. 10 million. The oil was loaded on time, but during the voyage the vessel was damaged in a pirate attack off the Somali coast. Repairs would take three months. Chombo offered to complete delivery later, but DeepSea insisted on cancelling, citing loss of business.
Separately, the parties had agreed orally that if Chombo completed delivery by month-end, DeepSea would waive the final Shs. 2 million. Due to the delay, Chombo missed the deadline and DeepSea now refuses to pay.
Chombo claims the delay was beyond its control and that the contract was frustrated. DeepSea claims breach and loss of bargain.

Advise the parties on whether the contract was discharged, and on the legal consequences of the missed deadline. Support your answer with relevant legal principles and authorities.
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