I Ao MirPakistani U570 S 0

Allama Igbal Open University
Solved Assignments Spring 2026

Course Code: 460 Code
Course Name: Mercantile Law
Class: BA/ADA/AD
Total Credit Hours 3

Total Assignments 2

03036940016: 7 el oy il L& S S b2 bt ogud e S &5

Ao gut Ui L& 241G b Ga LS 1P b Gl i o )
- SCt0 T e S Qe U1 s gy $ 1 e Lt s SN2 605 IS e SU btz
VIl d/:/(&/,,,f?(ﬁu@f be C‘ﬁ:.b’lgy/ ("l/.cj)b’y J(Kziéwwtuf”“ L(ﬁ /;L,n’g}w e 1ot L

T

Z , Z 3
I BE s d L S ias S
Whatsapp Group - ‘ - - N ‘

Gy B s L S FiaSE S

\\ .

\ Join Our

||

'/  WhatsApp Channel i L

Izt el LL S bkt (08 12y



https://chat.whatsapp.com/FJtlkqXrYzJ0ObSOHKukO0
https://chat.whatsapp.com/FJtlkqXrYzJ0ObSOHKukO0
https://whatsapp.com/channel/0029Vb3aNwaGU3BTYtr5R30O

USSP e A s MirPakistani U5 0§ 6012
Assignment 2

Q.1. What is a partnership deed? Explain in detail the duties of
partners in a partnership agreement under the Partnership Act
1932.

Partnership Deed - Meaning

A partnership deed (also called partnership agreement) is a written document containing the terms
and conditions agreed upon by all partners regarding the conduct of the partnership business. It is
not mandatory to have a written agreement (oral partnerships are allowed under Section 5), but a
written deed avoids disputes.

Contents of a typical partnership deed:

Name and address of the firm

Names and addresses of partners

Nature of business

Capital contribution by each partner
Profit/loss sharing ratio

Interest on capital and drawings

Salaries, commission to partners

Powers and duties of partners

Admission, retirement, expulsion of partners
Dissolution and settlement of accounts
Method of dispute resolution (arbitration)

Duties of partners (Sections 9-17 of Partnership Act 1932)

Duty Explanation Section
1. Carry on business to the Partners must act for the joint benefit and not for Section 9
greatest common personal gain at the firm’'s expense.

advantage

2. Just and faithful Each partner must be honest, transparent, and not Section 9
conduct engage in fraud.
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3. Render true accounts
and full information

4. Indemnify for fraud or
willful neglect (Section 10)
5. Use firm property
exclusively for firm

6. Account for personal

profits

7. Not to carry on

competing business

8. Not to assign his
interest so as to introduce
a stranger

9. Indemnify for losses
caused by willful neglect
(Section 13(f))

10. Contribute to losses

11. Attend diligently to

business

Every partner must provide access to books and accounts
to any partner or legal representative.

If a partner suffers loss due to fraud or willful neglect of
another partner, the guilty partner must indemnify.

A partner must not use firm property for personal
purposes. If he does, he must pay profits or compensate.
If a partner, without consent, uses firm property or
business connections for personal gain, he must account
for that profit.

A partner must not carry on a business that competes
with the firm. If he does, he must account for profits from
that business (unless partnership deed permits).

A partner may assign his share, but the assignee does not

become a partner; only entitled to share of profits.

A partner is liable to indemnify the firm for any loss

caused by his willful neglect or misconduct.

Partners must share losses in the profit-sharing ratio (if no
agreement, equally).
Every partner is expected to devote time and skill to the

firm’s business (implied).

Section 9

Section 10

Section 15

Section 16

Section

16(b)

Section 29

Section

13(f)

Sections
13(b), 16

Example: X and Y are partners in a cloth business. X secretly starts another cloth shop using the
firm’s customer list. X must account for the profits from that shop to the firm (duty under Section

16).

Q.2. Explain in detail the admission and retirement of a partner in
the partnership under the Partnership Act 1932. Also, list down the

rights of partners.

Admission of a partner (Section 31)
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A new partner can be admitted only with the consent of all existing partners (unless the
partnership deed provides otherwise).
Upon admission, the new partner is liable for all acts of the firm done after his admission. He
is not liable for pre-admission debts (unless he agrees by contract).
The new partner brings in capital and shares profits as per the new agreement.

Procedure: Deed should be amended or a new partnership deed executed. The incoming partner’s
name and capital contribution, profit share, etc., are recorded.

Retirement of a partner (Sections 32-33)

A partner may retire in any of the following ways:

Mode Explanation

With consent of all other Retirement by mutual agreement.

partners

In accordance with the If the deed specifies terms (e.g., retirement after 60 years, or by
partnership deed giving notice), that is binding.

By giving notice in case of In a partnership at will (no fixed period), a partner may retire by
partnership at will giving written notice to all other partners.

By expulsion (Section 33) A partner may be expelled by majority consent if the power of

expulsion exists in the deed and is exercised in good faith.

Consequences of retirement:

The retiring partner ceases to be liable for acts done after retirement, provided public notice is
given (otherwise, he may be liable to third parties who deal with the firm without knowledge).
The retiring partner remains liable for debts incurred before retirement.

He has the right to receive his share of the firm's assets after accounts are settled (including
goodwill, reserves, etc.).

Rights of partners (Sections 12-18)

Right Explanation
1. Right to take part in business Every partner has the right to actively participate in the conduct
(Section 12(a)) of the business.
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2. Right to be consulted (Section
12(b))

3. Right to access books (Section
12(c))

4. Right to share profits (Section
13(b))

5. Right to interest on capital
(Section 13(c))

6. Right to interest on advances
(Section 13(d))

7. Right to indemnity for
expenses (Section 13(e))

8. Right to indemnity for acts
done in emergency (Section
13(e))

9. Right to prevent introduction
of new partner (Section 31)

10. Right to retire (Section 32)
11. Right to claim share of
goodwill

12. Right to sue for accounts

Differences on ordinary matters are decided by majority of
partners; but changes in the nature of the business require
unanimous consent.

Every partner or his legal representative may inspect and copy
the firm’s books.

Partners are entitled to equal share of profits (unless deed
specifies otherwise).

Interest on capital is allowed only if agreed in the deed (usually
at 6% per annum).

A partner who advances money beyond agreed capital is entitled
to interest at 6% per annum.

A partner who incurs expenses or suffers losses in the ordinary
course of business is entitled to be indemnified by the firm.

In emergency, a partner may act to protect the firm; he is

indemnified.

Any partner can object to the admission of a new partner.

As explained above, a partner may retire.

Upon dissolution or retirement, a partner is entitled to a share of
goodwill, unless the deed provides otherwise.

Upon dissolution or retirement, a partner can sue for settlement

of accounts.

Q.3. Explain in detail the key points of the following concepts
under the Negotiable Instruments Act 1881:

i. Holder in due course & his/her rights and duties

Definition (Section 9): "Holder in due course” means any person who, for consideration, becomes
the possessor of a negotiable instrument (promissory note, bill of exchange, or cheque) if payable
to bearer; or the payee or endorsee, if payable to order, before the amount mentioned in it
became payable, and without having sufficient cause to believe that any defect existed in the title
of the person from whom he derived his title.
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Essentials of a holder in due course:

Essential

Explanation

He must be a holder (possessor of the instrument).

He must have taken the instrument for valuable

consideration.

Love, affection, past debt not sufficient.

He must have taken it before the amount became

payable (i.e., before maturity).

He must have taken it in good faith — without notice
of any defect in the transferor’s title.

The instrument must be complete and regular on its

face.

Good faith means honest intention; no
sufficient cause to believe defect.

No material alteration apparent.

Rights of holder in due course (Sections 36, 53, 59, 64, etc.):

Right

1. Privilege against
prior parties

2. Right to claim

amount despite

forgery

3. Right to enforce
instrument against
all parties

4. Right to fill up
blanks

5. Right to receive
interest

6. Protection
against certain

defences

Explanation

He gets a good title even if the transferor had a defective title (Section 53 —
"holder in due course gets title free from all defects”).

If a drawer’s signature is forged, a holder in due course can still claim from
prior parties? Actually, forgery renders instrument void ab initio, but a holder
in due course of a bearer instrument may recover from certain parties.
(Careful: Section 58 — forgery of drawer’s signature is a real defence; holder in
due course cannot claim against the person whose signature is forged.)

He can sue all prior parties (maker, drawer, acceptor, endorsers) until the

amount is realised.

If an instrument is delivered with blank spaces, a holder in due course may fill
them as authorised.

As per the instrument or at the rate prescribed by law.

Defences that are not available against a holder in due course: (i) conditional
delivery (Section 46), (ii) want of consideration (Section 27), (iii) failure of

consideration (partial or total), (iv) incomplete delivery (Section 46).

Duties of holder in due course:

He must present the instrument for payment on due date (if payable at a specified place).
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He must give notice of dishonour to prior parties (to preserve his right of recourse).

He must present the cheque for payment within a reasonable time (for cheques, within 30 days of
issue — subject to banking practice).

ii. Banker-customer relationship

The relationship between a banker and a customer is primarily contractual, based on the opening
of an account. The Negotiable Instruments Act 1881, along with common law, defines certain
rights and duties.

Definition of customer: A person who maintains an account with the banker (any type — savings,
current, fixed deposit) and uses the bank’s services.

Key aspects of banker-customer relationship:

Aspect Explanation
Debtor-creditor (primary When a customer deposits money, the banker becomes a debtor (not a
relationship) trustee). The money becomes the bank’s property, and the bank

promises to repay on demand.

Creditor-debtor (reverse) When the bank lends money to the customer, the customer becomes
the debtor.
Agent-principal Bank acts as agent for collecting cheques, making payments,

buying/selling securities, etc.

Bailee-bailor For safe deposit lockers, the bank is a bailee (custodian).

Trustee-beneficiary For certain items (e.g., securities deposited for safe custody), the bank
is a trustee.

Obligation of secrecy The banker must not disclose customer’s account details except under

legal compulsion or public duty.

Duty to honour cheques If the customer has sufficient funds, the bank must honour cheques.
Wrongful dishonour gives rise to damages.

Right of set-off The bank can combine accounts (in the same name and same capacity)
and set off a debit balance against credit balance.

Right to charge interest and As per agreement or published schedule.

fees

Obligation to maintain Under banking laws and negotiable instruments law.

proper records
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Statutory protection “Banker” is defined. Section 85: Banker is protected if it pays a cheque

(Section 10 of NI Act) in good faith and without negligence.

Examples: When a customer issues a cheque, the banker must pay if funds are available. If the
banker wrongfully dishonours (e.g., due to clerical error), the customer can sue for damages to
reputation.

Q.4. Discuss in detail the rules regarding the delivery of goods
under the Sale of Goods Act 1930. Also, discuss the concept of ‘let
the buyer be aware’?

Rules regarding delivery of goods (Sections 33-45, Sale of Goods Act
1930)

Definition of delivery (Section 2(2)): Voluntary transfer of possession of goods from one person
to another.

Modes of delivery (Section 33):

. Actual delivery — physical handing over of goods.

. Symbolic delivery — delivery of something that represents the goods (e.g., key of a godown, bill of
lading).

. Constructive delivery — delivery by attornment (e.g., third person holding goods agrees to hold
for buyer).

Key rules:
Rule Section Explanation
1. Delivery and payment are 32 Unless otherwise agreed, delivery and payment are to
concurrent conditions take place at the same time.
2. Buyer may refuse to 34 Unless agreed, buyer is not bound to accept delivery in
accept installment deliveries installments.
3. Place of delivery 36(1) If no place is agreed, goods are to be delivered at the
seller’s place of business (or residence).
4. Time of delivery 36(2) If no time is fixed, delivery must be within a reasonable

time.
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5. Expenses of delivery 36(4) Unless agreed, seller bears all expenses up to the time of
delivery.
6. Delivery to carrier 39 Delivery to a carrier for transmission to buyer is prima

facie deemed delivery to the buyer.

7. Examination of goods 41 Buyer is entitled to examine the goods before acceptance.

8. Right of rejection 42-44  Buyer may reject goods that do not conform to contract.
He must notify seller; otherwise, he is deemed to have
accepted.

9. Part delivery 34 Part delivery with intent to pass ownership amounts to
delivery of whole.

10. Delivery to wrong 36 Seller is not discharged if he delivers to a person not

person authorized by buyer.

Concept of ‘Let the buyer be aware’ (Caveat Emptor)

Caveat emptor is a Latin phrase meaning "let the buyer beware.” It is a fundamental principle
under Section 16 of the Sale of Goods Act 1930.

Meaning: The buyer must take care when purchasing goods. The seller is not bound to disclose
defects in the goods. It is the buyer's duty to examine the goods and satisfy himself about their
quality and fitness. There is no implied warranty or condition as to quality or fitness for purpose.

Exceptions to caveat emptor (where seller is held responsible):

Exception Explanation
Fitness for purpose If the buyer expressly or by implication makes known the purpose for which
(Section 16(1)) the goods are required, and relies on the seller’s skill or judgment, then there

is an implied condition that the goods are reasonably fit for that purpose
(unless goods are sold under a patent or brand name).
Sale under description If goods are sold by description, they must correspond with the description.
(Section 15)
Sample and If the goods are sold by sample and description, the bulk must correspond
description (Section with both.
17)
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Merchantable quality = Where goods are bought by description from a seller who deals in such

(Section 16(2)) goods (merchant), there is an implied condition that the goods are of
merchantable quality (fit for normal use).

Usage of trade Custom of trade may imply a warranty or condition.

(Section 16(3))

Fraud or If seller actively conceals a defect or makes false statements, caveat emptor

misrepresentation does not apply.

Example: A buys a car from B. B knows the car has engine defects but says nothing. A has no
remedy (caveat emptor). However, if A tells B that he needs a car for long desert travel and B
suggests a particular car, but it fails in desert, B is liable (fitness exception).

Q.5. Explain in detail the rights of the workers as per the Factories
Act 1934 and the Workmen's Compensation Act 1923.

Rights of workers under the Factories Act 1934

The Factories Act 1934 (now superseded by Factories Act 1934 as amended, and the Provincial
Factories Acts in Pakistan) provides for health, safety, welfare, working hours, and employment of
young persons.

Key rights of workers (as per provisions):

Right Explanation

1. Right to work in a safe Fencing of machinery (Section 21), no cleaning of moving machinery,

environment (Chapters 11l & safe hoists and lifts, protection from dangerous fumes, etc.

\")}

2. Right to health (Chapter lll) Cleanliness, ventilation, temperature control, dust and fume removal,
lighting, drinking water, latrines and urinals, spittoons.

3. Right to welfare facilities Washing facilities, first-aid appliances (one first-aid box for every 150

(Chapter V) workers), canteen (if 250+ workers), rest room (if 150+ workers),
creche (if 30+ women).

4. Right to limited working No adult worker to work more than 9 hours a day or 48 hours a

hours (Chapter VI) week. Spread over not more than 10.5 hours. Overtime at double
rate.
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5. Right to weekly holiday
(Section 35)

6. Right to intervals for rest
(Section 34)

7. Right to annual leave
(Section 50)

8. Right to protection from
hazardous processes

9. Right of notice of change
(Section 7)

10. Right to complaint

One whole day holiday per week (Friday or as fixed).

After 5 hours of work, at least half an hour rest.

After 12 months continuous service, 10 days earned leave (for adults)
and 15 days (for children) plus medical leave.

Special provisions for dangerous operations; workers can refuse to
work in dangerous conditions without penalty.

Workers to be informed of any change in working hours or
conditions.

Workers can complain to the inspector or manager regarding unsafe

conditions.

Rights of workers under the Workmen's Compensation Act 1923

The Workmen's Compensation Act 1923 provides for payment of compensation to workers (or
their dependents) who suffer personal injury (or death) by accident arising out of and in the course
of employment. It covers certain occupational diseases.

Key rights:

Right

1. Right to compensation for
personal injury (Section 3)

2. Right to compensation for
death (Section 3)

3. Right to compensation for
occupational diseases
(Schedule IlI)

4. Right to half-monthly
payments during temporary
disablement

5. Right to lump sum or
periodical payments

Explanation

If a workman suffers injury by accident arising out of and in the
course of employment, the employer must pay compensation.

If the workman dies, his dependents receive compensation (amount
based on monthly wages).

If a workman contracts a specified disease due to employment, it is

deemed an accident.

For total or partial temporary disablement, the worker receives

half-monthly payments (25% of wages for partial, 50% for total).

The Commissioner can decide mode of payment.
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6. Right to full medical Reasonable medical expenses are recoverable.

treatment

7. Right to compensation for Percentage of loss of earning capacity is assessed; worker gets a lump

permanent disablement sum.
8. Right to claim even if Compensation is payable even if the employer was not negligent
employer at fault? (no-fault liability). However, if injury is due to worker's own serious

willful misconduct or intoxication, compensation is not payable
(Section 3(3)).
9. Right to appear before The workman can file application before the Workmen'’s
Commiissioner (Section 20) Compensation Commissioner for adjudication.
10. Right against employer’s If employer fails to pay, the Commissioner can order penalty (up to

default 50% of compensation) and interest.

Amount of compensation (as per Schedule 1V):

For death: 50% of monthly wages x relevant factor (based on age) or Rs. 120,000 minimum
(figures to be updated with current rates).
For permanent total disablement: 60% of monthly wages x relevant factor.

Example: A factory worker loses an arm due to machine accident. He is entitled to compensation
for permanent disablement based on loss of earning capacity (e.g., 80%). The employer must pay
within one month of accident.
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