The Sales of Goods Act-
1930, An Introduction

Mercantile Law



MERCANTILE LAWS

 Mercantile laws are ithe laws that
govern and srequlate trade and
commerce.

« These law deals ~with rights and
obligations of parties to a mercantile

agreement.
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Presenter
Presentation Notes
Mercantile law are vast and expensive and no. of enactments were passed. Here we shall discuss those legal framework,which influences the business transactions.


SCOPE OF MERCANTILE
LAWS

Indian Mercantile Laws covers various
Acts such &
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The Sale of Goods Act,1930

e Originally,the law relating to the sale
of goods or movables was contained In
the chapter VII of the Indian Contract

Act,1872.
==

[S=
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e The Indian Contract Act,1872
embodied the simple and elementary
rules relating to the sale of goods. The
developments of modern business
relations found the Indian Contract
Act Inadequate to deal with the new
regulations or give effect to the new
principles.
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e Subsequently the provisions relating to
the sale of goods contained iIn the
Indian Contract Act,1872 was repealed
and re-enacted by the Sale of Goods
Act,1930.
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 This Act has seen several amendments
and adaptation orders In due
course.The latest one of such was the
Multimodal Transportation of Goods
Act,1993.
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Introduction

e The Sale of Goods Act,1930 was laid
down to define and amend the law
relating to the sale of goods or
movables. The Act came Into force on
the 1t day of July,1930.I1t extends to
the whole of India except Jammu and

Kashmir.
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Presenter
Presentation Notes
Jammu and kashmir has been provided special status under art. 370 of the indian constitution.


 This Act lays down special provisions
governing the contract of sale of goods.
The general law of contract Is also
applicable to contracts for the sale of
goods unless they are inconsistent with
the express provisions of the Sale of
Goods Act.
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Presenter
Presentation Notes
The provisions relating to capacity of parties,free consent, agreement in restraint of trade,wagering agreement,measures of damages continue to be applicable to a contract of sale.


DEFINITIONS

e Section 2 of the Sale of Goods Act,
1930 defines the terms which have been
frequently used In the Act, which are
as follows —
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 Buyer and Seller: ‘Buyer’ means a
person who buys or agrees to buy
goods [Sub Section (1)]; ‘seller’
means a person who sells or agrees to
sell goods [Sub Section (13)].
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e Goods and other related terms

(a)""Goods” means every Kind of movable
property other than actionable claims
and money; and includes stock and

shares, growing crops, grass,

and

things attached to or forming part of
the land, which are agreed to be
severed before sale or under the

contract of sale; [Sub Section (7)].
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Presenter
Presentation Notes
Goodwill ,trademarks, copyrights, patents right, water, gas ,electricity,  decree of  a court of law  are all regarded  as goods.
‘Actionable claims’ means claims which can be enforced by a legal action or a suit.Ex: bill of exchangeor a promissory note represents a debt,i.e.,an actionable claim and implies the right of the creditor to recover its amount from the debtor.
‘Money’ means current money.It is not regarded goods because it is the medium of exchange through which goods can be bought.Old and rare  coins,may be treated as goods and sold as such.



(b) Existing goods are such goods as are
In existence at the time of the contract
of sale, I1.e., those owned or possessed
by the seller (Section 6).
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Presentation Notes
Existing goods may be either ‘specific’or ‘unascertained’.
Specific goods:In practice  the term ascertained goods is used in the same sense as ‘specific goods’
Ex:Where A agrees to sell to B a particular radio bearing a distinct number,there is a contract of sale of specific or ascertained goods.
2. Unascertained goods; The goods which are not separately idetified or ascertained at the time of the making of contract.They are indicated or defined only by description. EX: A agrees to sell to B ine bag of sugar out of the lot of 100 bags lying in his godown,it is sale of unascertained goods. Because it is not known which bag is ti be delivered.As soon as a particular bag is separated from the lot for delivery,it becomes ascertained /specific goods.
3. contingent goods: They are a type of future goods and therefore a contract for the sale of contingent goods also operates as ‘an agreement to sell’.
  


(c) Future goods means goods to be
manufactured or produced or acquired
by the seller after making the contract
of sale [Section 2 (6)].
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Presenter
Presentation Notes
Ther can be no present sale of future goods,so if the party purports to effect a presenmt sale of future goods,in law it operates only as an ‘agreement to sell’.
Ex:A garees to sell to B all the milk that his cow may yeild during the coming year.This is a contract for the sale of future goods.


(d) Specific goods means goods identified
and agreed upon at the time the
contract of a sale has been made
[Section 2(14)].
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(e) Unascertained' goods defined only by
description and not identified and
agreed upon.

(f) Ascertained goods have been held to
mean goods identified In accordance
with the agreement after the contract
of sale has been made.
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(g) Goods are said to be In a deliverable
state when they are in such a condition
that the buyer would, under contract,
be bound to take delivery of them.
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Presenter
Presentation Notes
e.g., when A contracts to sell timber and makes bundles thereof, the goods will be in a deliverable state after A has put the goods in such a condition.


e Delivery - its forms and derivatives:

Delivery means voluntary transfer of
possession by one person to another
[(Section 2(2)].
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Presenter
Presentation Notes
As a general rule, delivery of goods may be made by doing anything, which has the effect of putting the goods in the possession of the buyer, or any person authorised to hold them on his behalf 


>
e Delivery may be of three Kkinds,

which may be enumerated as follows:

(1) Actual delivery: Itis actual when the
goods are physically delivered to the
buyer.

(i) Constructive delivery: When 1t is
effected without any change In the
custody or actual possession of the
thing as in the case of delivery by
attornment (acknowledgement)
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Presentation Notes
Ex: 1.actual delivery :the seller of a car hands over the car to the buyer,there is catual delivery of the goods.
2. Constructive delivery:/delivery by attornment :Where the seller after selling the goods agrees to hold them on behalf of the buyer as his bailee there is deemed to be delivery of the goods to the buyer.


(1) Symbolic delivery: When there Is a
delivery of a thing In token of a
transfer of something else.

Mercantile Law:The Sales of 20
Goods Act-1930, An

IntradiictinNn<alea nf CCande



Presenter
Presentation Notes
delivery of goods in cause of transit may be made by handing over documents of title to goods, like bill of lading or railway receipt or delivery orders or the key of a warehouse containing the goods is handed over to buyer 


e "Document of title to goods" includes
bill of lading, dock-warrant, warehouse
keeper's  certificate,  wharfingers'
certificate, railway receipt, multimodal
transport document, warrant or order
for the delivery of goods and any other
document.
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e It 1S used In the ordinary course of
business as proof of the possession or
control of goods or authorising or
purporting to authorise, either by
endorsement or by delivery, the
possessor of the document to transfer
or receive goods thereby represented,;
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Presenter
Presentation Notes
Thus a document of title  is a proof of the ownership of the goods..It can br transferred by mere delivery or by endorsement.It is regarded as ‘quasi negotiable instrument’ because the title of the transferee will not be superior to that of the transferor in the case of transfer of such document.


 Mercantile Agent [Sub-section (9)]: It
means an agent having In the
customary course of business as such
agent an authority either to sell goods
or to consign goods for the purpose of
sale or to buy goods or to raise money
on the security of the goods
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Presenter
Presentation Notes
Examples of such kind of agents are auctioneers, factors, brokers, etc.


e Property [Sub-section (11)]: It means
the general property (right of owner-
ship-in goods) and not merely a special

property.
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Presenter
Presentation Notes
the ‘general property’ in goods is to be distinguished from a ‘special property’. It is quite possible that the general property in a thing may be in one person and a special property in the same thing may be in another e.g., when an article is pledged. The general property in a thing may be transferred, subject to the special property continuing to remain with another person i.e., the pledgee who has a right to retain the goods pledged till payment of the stipulated dues.


Flow chart

Sale of goods

Suit for breach
of Contract

Formation of || |Performance
Contract of Contract
Effects of Un

the contract

Seller

naid
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Formation of the contract

General

Price

Subject-
matter
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Conditions
&
Warranties
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General

Contract of sale

Formalities of
The contract

Sale

Agreement
to sell
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Subject- matter

Goods perishing
before making
of contract

EXxisting
or

future goods

Goods perishing
before sale but
after agreement

to sell
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The Price

Ascertainment Agreement
of to sell

price at valuation
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e Section 4 (1) of the Sale of Goods
Act, 1930 defines the term ‘Contract
of Sale’ as — a contract of sale of
goods Is a contract whereby the seller
transfers or agrees to transfer the
property in goods to the buyer for a
price.
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e Essentials of contract of sale:-
(1) There must be at least two parties .

(i) The subject matter of the contract
must be goods.

(111) price
(iv) transfer of property in goods
(v) absolute or conditional .

(vi) All other essential elements of a valid
contract
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Presenter
Presentation Notes
Two parties: there must be 2 distinct parties to a contract of sale,the seller and the buyer., as a person cannot buy his own goods.
    Except in 1 condition: where a person’s goods are sold in execution of a decree,he may himself buy them.
Subject- matter: the subject-matter of the contract of sale must be goods.Thus every kind of muvable property except actioable claim and money is regarede as goods.
 price: the consideration for a contract of sale must be money consideration called price.But if goods are sold partly for goods and partly for money,the contract is one of sale.
 Transfer of property: property means here the ownership.A mere transfer of possession of the goods cannot be termed as sale.To constitute a contract of sale the seller must either transfer or agree to transfer the property in the goods to the buyer.



« SALE AND AN AGREEMENT TO
SELL

The term Sale i1s defined In the Section
4(3) of the Sale of Goods Act, 1930 as —
“where under a contract of sale the
property in the goods Is transferred
from the seller to the buyer, the
contract is called a sale.”
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Presenter
Presentation Notes
Contract of sale is a generic term and includes both a ‘sale’ and an ‘agreement to sell’.
Sale:  refers to an absolute sale.EX: an outright sale on a counter in a shop. There is immediate conveyance of the ownership  however the delivery may also be given in future.It is an executed contract.




Example

o A sells his Yamaha motorcycle to B for
Rs.10,000. It is sale since the ownership
of the motorcycle has been transferred
from A to B.
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e The term “Agreement to sell” Is
defined In Section 4(3) of the Sale of
Goods Act, 1930, as — where under a
contract of sale the transfer of the
property in the goods Is to take place at
a future time or subject to some
condition thereafter to be fulfilled, the
contract is called an agreement to sell.
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Presenter
Presentation Notes
It is an executory contract and refers to a conditional sale.
A n agreement to sell becomes a sale when the time elapses or the conditions are fulfiled subject to the property in the goods is to be transferred.



Example

X agrees with Y on 10th of April that
he will sell his house to Y on 10th of
May for a sum of Rs.3 lakhs. It iIs an
agreement to sell .Since X agrees to
transfer the ownership of his house to

Y In future.
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Differences

Basis Sale Agreement to
sell
Nature | Saleisan | Agreement to
of executed sell Is an
Contract| contract. executory

contract
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Basis Sale Agreement to
sell
Transfer | Sale gives to | An agreement
of the buyer to sell secure
Owner- absolute to the buyer
ship ownership of | only the right
the goods. against a
particular

Individual.
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Basis Sale Agreement to
sell

Subject | Goods may | The goods will
matter be be

ascertained | unascertained.
or specific

Mercantile Law:The Sales of 39
Goods Act-1930, An

IntradiictinNn<alea nf CCande




Basis Sale Agreement to
sell
Remedy | In case of In case of
for breach,the breach,the
breach seller can | seller can only
only sue for sue for
the price of damages

the goods
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@ Sale distinguished from other

similar contracts
e Sale and Hire Purchase:

The hire purchase contract Is a
development of modern commercial
transactions.Here the owner of goods
delivers the goods to a person who
agrees to pay certain stipulated
periodical payments as hire charges.
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Presenter
Presentation Notes
Contracts of sale resembles contracts of hire purchase very closely. And the object of a contract of hire purchase is the sale of the goods ultimately.
 In hire purchase agreement there is no agreement to buy, but there is only a bailment of the goods along with an option to purchase them which may or may not be exercised.


Distinction between the ‘sale’
and ‘hire-purchase’

Basis Sale Hire
purchase

Transfer of | Property in | The goods
ownership | the goods Is | passes to the
transferred | hirer upon
to the buyer | payment of
Immediately the last
at the time | Installment.
of contract
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Basis Sale Hire-purchase
Position| The position | The position
of the buyer 1s | of the hirer is
that of the |that of a bailee
owner of the [till he pays the
goods |ast

Installment
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Basis Sale Hire purchase
Terminatio- | The buyer The hirer
n cannot may,terminate
terminate the |the contract,by
contract and iIs |returning the
bound to pay |goods to Its
the price of the |owner without
goods. any liability to
pay the
remaining

Installment
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Sale and Ballment

A ‘baillment’ Is the delivery of goods
for some specific purpose under a
contract on the condition that the same
goods are to be returned to the bailor
or are to be disposed of according to
the directions of the bailor.
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Difference

Basis Sale Baillment
Transfer of | The property There is only
ownership | In goods Is transfer of
transferred possession of
from the goods from the
seller to the |ballor to the bailee
buyer for any of the

reasons like safe
custody, carriage
etc.
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Basis Sale Bailment

Return of | The return of| The bailee must
goods goods In return the goods
contract of |to the bailor on
sale IS not the

possible. accomplishment
of the purpose
for which the
bailment was
made.
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Basis Sale Baillment

Considera | The The

-tion consideration [consideratio
IS the price In |n may be
terms of gratuitous
money or non-

gratuitous
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Sale and contract for work
and labour

e A contract of sale of goods Is one In
which some goods are sold or are to be
sold for a price. But where no goods
are sold, and there Is only the doing or
rendering of some work of labour, then
the contract is only of work and labour
and not of sale of goods
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Presenter
Presentation Notes
In a contract for work and labour
The essense of the contract is rendering of service and exercise of skill and no goods are delivered.


Example

 where gold is supplied to a goldsmith
for preparing an ornament or when
an artist I1s asked to paint a picture,
even when he himself arranges for all
colours etc Is a contract for work and
labour.
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Presenter
Presentation Notes
 If the canvas and paint are also to be supplied by the painter,it will become a contract of sale of goods.


Formalities
— of contract
of sale
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e Section 5 of the Sale of Goods Act,
1930 lays down the rule as to how a
contract of sale may be made and has
nothing to do with the transfer or
passing of the property in the goods.
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Presenter
Presentation Notes
The sale of goods does not prescribe any particular form to constitute a valid contract of sale.


e A contract of sale may be made in any
of the following modes :

(1) There may be immediate delivery of
the goods; or

(i) There may be immediate payment
of price, but it may be agreed that the
delivery iIs to be made at same future

date: or
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(il1) There may be immediate delivery of
the goods and an immediate payment of
price; or

(Iv) It may be agreed that the delivery or

payment or both are to be made In
Installments; or

(v) It may be agreed that the delivery or
payment or both are to be made at some
future date.
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Subject matter of contract of
| sale ..o

lfll_
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 The subject matter of contract of sale
Is always the goods. This Is enshrined
In the Sale of Goods Act, 1930 under
Sections 6,7 and 8. Thus every type of
movable property falls with In the
definition of the”goods” given under
section2(7)of the Sales of goods.
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o Goodwill,patents,trademark,copy,
rights etc. are considered as movable
properties. Though actionable claims
and money have been excluded. Money
here means current money,but not the
rare or old coins which may be treated
as goods bought and sold as such.
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Existing or future goods

 The subject matter of contract must
always be goods. The goods may be
existing or future goods Section 6).
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>
Destruction of subject matter of a

contract

(1) Goods not existing at the time of
contract: If at the time a contract of
sale Is entered Into, the subject-matter
of a contract being specific goods,
which without the knowledge of the
seller have been destroyed or so
damaged as not to answer to the
description In the contract, and then
the contract is void ab initio(Section 7).
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Presenter
Presentation Notes
For Ex: Where the sugar is changed into syrup on account of mixing of sea water,it is not answerable to description.

A agrees to sell to B a certain horse.It turns out that the horse was dead at the time of bargain,though neither party eas aware of the fact.The agreement is void.


(11) Goods perishing after the contract Is
made: Where there is an agreement to
sell specific goods and the goods,
subsequently without any fault of the
seller or the buyer perish or suffer
such damages in the agreement before
the risk passes to the buyer, the
agreement becomes void (Section 8).
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Presenter
Presentation Notes
This provision is based on the ground of supervenning impossibility of performance which makes a contrcat void.
Notice that under section 7 the agreement is void ab initio while under section 8 the contract becomes void later.
 Ex: A buyer took a horse on a trial for 8 days on condition that if found suitable for the purpose the bargain would become absolute.The horse died on the 3rd day without any fault of either party. Held,the contract, which was in the form of an agreement to sell,becomes void and the seller should bear the loss.


Types of Goods

]
ntracdiictinn<ala nf Cande
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Existing Goods

e Goods which are owned or possessed
by the seller at the time of making the
contract of sale are called existing
goods
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Example

 Where A agrees to sell his horse to B,
believing that it exists ,When in fact the
horse Is dead ,no contract will arise.

Mercantile Law:The Sales of 64
Goods Act-1930, An

Introdiictinn<ala nf CCondce




* The existing goods may be:

(a) Specific goods: goods identified and
agreed upon at the time of making of
the contract of sale.

(b) Ascertained goods: Goods identified
subsequent to the formation of the

contract of sale Is known as
ascertained goods.
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Example

e X goes to Maruti car centre to purchase a
car.The dealer has 20 models In his
shop.These 20 ~cars shall be called
unascertained goods.Now,’X” selects a
particular car of a specific model and the
dealer agrees to deliver the same.The car so
selected and approved by X shall be called
as ascertained Goods.
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e Unascertained or generic goods:

goods which are not specifically
Identified by the buyer, but are
contracted on the basis of description.

Mercantile Law:The Sales of 67
Goods Act-1930, An

Introdiictinn<ala nf CCondce




Example

e X has ten horses. He promises to sell
one of them but does not specify which
horse he will sell.It I1s a contract of sale
of * unascertained goods.’
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Future Goods

 Those goods which a seller does not
possess or own at the time of the
contract. It I1s to be manufactured or
produced or acquired by the seller
after making the contract of sale.
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Example

e C agrees to buy the entire production
of cotton that would vyield In D’s
farm,at the rate of Rs.1000 per
qguintal. This Is an agreement of sale of
future goods not In possession of the
seller at the time of contract,they can
become the subject matter of an
agreement to sell only and not of sale.
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Contingent Goods

* Goods the acquisition of which by the seller
depends upon a contingency which may or
may not happen [(Section 6(2)].
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Example

e P contracts to sell 50 pieces of
particular article provided the ship
which iIs bringing them reaches the

port safely. This Is an agreement for
the sale of contingent goods.
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The Price
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e ‘Price’ means the monetary
consideration for sale of goods [Section
2 (10)]. Money means legal tender or
money In circulation. Old and rare
coins not come under the scope of this
definition.

e Price must be either certain and
definite or must be determined .
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Conditions and warranties

* These are the stipulations in a contract
of sale with reference to subject-matter
of sale.These stipulations forms a part
of the contract of sale and breach of it
provides a remedy to the buyer against
the seller.
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Summary
Contract of sale of goods

e IS elther sale or an
agreement to sell.

e Subject-matter must
always be movable
goods.

e Consideration may be
price In terms of
money.
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Differences

Contract |Contract for|Hire purchase
of sale work and| ggreement
labour
It Here the| Here property
contempla [substance  of\nasses  only
tes the the contract IS| o ey the
: the exercise of

delivery of |<iiil or 1abour pgyment of all
goods. Goods delivery |NITe-

IS subsidiary.

Instalments.
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(1) The Sales of goods act

gOVEerns ------------------
a.contract of sale of goods
b.general law of contract
c.law of partnership

d.hire purchase contracts
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(1) The Sales of goods act
JOVEINS =---nm-mmmmmmmmmmm

a. contract of sale of goods
b. general law of contract
c. law of partnership

d. hire purchase contracts
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a. movable property
b. mortgage

c. pledge

d. actionable claim
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a.movable property
b.mortgage

c. pledge
d.actionable claim
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(3) The main object of a contract

of sale Is-
a.transfer of possession of goods
b. transfer of property in goods
c.delivery In goods
d.payment iIn price
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(3) The main object of a
contract of sale Is-

a.transfer of possession of
goods

b.transfer of property in goods
c.delivery In goods
d.payment In price
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(4) A contract whereby the seller
transfers the property in goods

to the buyer for a price, IS a-
a.barter system
b.exchange
c.sale
d.mortgage
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(4) A contract whereby the seller
transfers the property in goods

to the buyer for a price, IS a-
a. barter system
b. exchange
c.sale
d.mortgage
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(6) A Corn was delivered on terms that
on demand either the price would
be paid or an equal quantity of corn
would be returned.This Is held to

be-

agreement to sell
. Sale

Barter

. exchange

o O T
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(6) A Corn was delivered on terms that
on demand either the price would
be paid or an equal quantity of corn
would be returned.This Is held to

be-
a. agreement to sell
b. sale
c. barter
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(7) Goods which are In
existence at the time of the

Contract of Sale 1s known as
a.present Goods.
b.existing Goods.
c.specific Goods.
d.none of the above
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(7) Goods which are In existence
at the time of the Contract of
Sale 1s known as

a.present Goods.
b.existing Goods.
c.specific Goods.
d.none of the above
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(8) A contract for the sale of

future goods Is-
a. sale
b. void
c. hire purchase contract
d. agreement to sell
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(8) A contract for the sale of

future goods Is-
a. sale
b. void
c. hire purchase contract
d. agreement to sell
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(9) The goods Identifled and
agreed upon at the time of the
contract of sale IS ------------

a. existing goods
b.future goods
c.specific goods
d.unascertained goods
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(9) The goods Identifled and
agreed upon at the time of the
contract of sale IS ------------

a. existing goods

b. future goods

c. specific goods

d. unascertained goods
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(10) In a hire purchase
agreement ,the hirer-

a.has an option to buy the goods
b.must buy the goods

c.Is not given the possession of
goods

d.must return the goods
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(10) In a hire purchase
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b.must buy the goods
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(11) Consideration In
contract of sale may be
terms of-

a. price

b. Kind

c. exchange of the goods
d.all of the above

the
N
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(11) Consideration In
contract of sale may be
terms of-

a.price

b.kind

c.exchange of the goods
d.all of the above

the
N
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(12) Contract of sale of goods

must constitute-
a.atleast two parties

b. subject matter must be the

goods
c. transfer of ownership
d. all the above
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(12) Contract of sale of goods
must constitute-

a. atleast two parties

b. subject matter must be the
goods

c. transfer of ownership
d. all the above
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(13) If P makes an agreement with
Q, an artist, to paint a portrait of P
for 200 dollars & Q uses his own
canvas & paint.Here It is--

a.Contract of sale.
b.Contract of work & materials.
c.Sale on approval.

d.Hire-Purchase agreement.
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(13) If P makes an agreement with
Q, an artist, to paint a portrait of P
for 200 dollars & Q uses his own
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b. Contract of work & materials.
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(14) R agrees to deliver

his old

motorcycle valued at Rs.25000 to S
In exchange for a new motorcycle
and agrees to pay the difference In

cash It iIs-
a. contract of sale
b. agreement to sell
C. exchange
d.barter
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(14) R agrees to deliver his old
motorcycle valued at Rs.25000 to S
In exchange for a new motorcycle
and agrees to pay the difference In
cash It is-

a. contract of sale
b. agreement to sell
C. exchange

d. barter
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(15) X, the owner of certain goods,
being not aware of this fact.A
pretending to be an owner of the
goods sells them to X .This
constitutes -

a.sale

b.agreement to sell
c.no sale

d.none of the above
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(15) X, the owner of certain goods,
being not aware of this fact.A
pretending to be an owner of the
goods sells them to X .This
constitutes -

a. sale

b. agreement to sell
C. no sale

d.none of the above
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THEENID

The Sales of goods Act-
1930, An Introduction
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