
 

 

EXAMINATION NO.______________________ 

 

THE PUBLIC ACCOUNTANTS EXAMINATION  

COUNCIL OF MALAWI 

 

2012 EXAMINATIONS 
 

ACCOUNTING TECHNICIAN PROGRAMME 

 

PAPER TC 8:  BUSINESS LAW 

 

WEDNESDAY 28 NOVEMBER 2012                           TIME ALLOWED : 3 HOURS 

             2.00 PM     -     5.00 PM 

INSTRUCTIONS 

1. You are allowed 15 minutes reading time before the examination begins during which you 

should read the question paper and, if you wish, make annotations on the question paper.  

However, you are not allowed, under any circumstances, to open the answer book and start 

writing or use your calculator during this reading time.  

2. Number of questions on paper  -  8. 
 
3. The paper is divided into Sections A and B. 

 
4. FIVE questions ONLY to be answered; at least TWO questions from each section. 

 
5. Each question carries 20 marks.  

6. Your answers must be supported, where appropriate, by relevant decided cases and 

statutory provisions. 

7. Begin each answer on a fresh page.  
 

8. DO NOT OPEN THIS PAPER UNTIL YOU ARE INSTRUCTED BY THE 

INVIGILATOR 

 

This question paper contains 4 pages   

  
This question paper must not be removed from the examination hall.  

 



1 

 

 

SECTION A 

 1. Explain the following in relation to the law of tort: 

(a) the standard of care owed by one person to another in respect of a claim for 
negligence;                                        5 Marks 

 
(b) the defence of contributory negligence;                        4 Marks 

(c) the neighbour principle;                           4 Marks 

(d) remoteness of damage;                           4 Marks 

(e) liability for economic/financial loss.                                     3 Marks 

(TOTAL: 20 MARKS) 

2. In relation to the Malawi legal system: 

(a) Explain and distinguish between primary legislation and secondary/delegated  
 legislation.                             6 Marks 

 (b) State the powers of the courts in relation to challenging the validity of primary 
 and secondary/delegated legislation.                          4 Marks 

 
(c) Briefly discuss three rules of statutory interpretation.                        6 Marks 

(d) What do you understand by the following maxims of statutory interpretation: 

(i) Ejusdem generis               2 Marks 

(ii) Expressio unius est exclusio alterius.                        2 Marks  

(TOTAL: 20 MARKS) 

3. (a) Mention four types of negotiable instruments.                                   4 Marks 

(b)  Define the term ‘negotiability’.                                    2 Marks 

 (c) Mention two sources of law on negotiable instruments in Malawi.           2 Marks 

(d) Zolozolo Merchant Bank has received a bill of exchange for its acceptance. You 

are the Compnay Secretary of the bank. Please advise the bank on the various 

types of acceptance that Zolozolo Merchant Bank can make on the bill.   7 Marks 

(e) What is an inchoate instrument?                 5 Marks 
   (TOTAL: 20 MARKS) 
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4. (a) In relation to the law of agency: 
 

(i) List down four instances in which an agency relationship will be created. 
4 Marks 

(ii) When is an agent deemed to have apparent authority?          2 Marks 

(iii) State the four duties of an agent towards his principal.          4 Marks 

(iv) State four ways to terminate an agency relationship.            4 Marks 
 

(b) In relation to the law on hire purchase, state three rights of a purchaser in high 
purchase agreement.                         6 Marks 

          (TOTAL: 20 MARKS) 

 

SECTION B 

5. (a)  Identify and explain five differences between criminal and civil liability. 
10 Marks 

(b) George, Hope and Ian formed a partnership three years ago to run a hairdressing  
  business. They each provided capital to establish the business as follows: 

 
George  K200,000; 

Hope   K120,000; and 

Ian   K  80,000. 

The partnership agreement stated that all profits and losses were to be divided in 
proportion to the capital contribution. After 2 years George provided the 
partnership with a loan of K30,000 in order to finance the purchase of more stock.  

The loan was to be paid back from the profits of the business. Unfortunately the 
business was not successful and the partners decided to dissolve the partnership 

rather than risk running up any more losses. At the time of the dissolution of the 
partnership its assets were worth K200,000. Its external debts were K70,000 and 
none of the debt to George has ever been paid. 

 
Required: 

Advise the partners as to how the financial aspects of the dissolution will be 
conducted and how the assets will be distributed.                      10 Marks 

                (TOTAL: 20 MARKS) 

 

Continued/…… 
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6. (a)  Define the term ‘counter offer’ as described in Hyde v Wrench (1840).    2 Marks 
 

(b)  Give one hypothetical example of each of these: 
 

(i)  past consideration;               2 Marks 

(ii)  inadequate consideration.                         2 Marks 

 

(c) Give any two situations in which an innocent party may lose the right to rescind a  
 contract.                                               4 Marks 

 

(d)  Ali operates a business as a designer of internet web pages for a variety of 

business clients. Unfortunately he has had some difficulty in recovering his full 
fees from a number of clients as follows:-  

 
(i) Thoko, a newly qualified accountant, told Ali that although she could only 

raise the cash to pay half of the outstanding fees she would, as an 

alternative to paying the other half, do all of Ali’s accountancy work for 
the coming year. Ali reluctantly agreed to this proposal. 

 
(ii) Fred, a self-employed musician, told Ali that she could not pay any of the 

money she owed him. However, his father offered to pay Ali, but could 

only manage half of the total amount owed. Once again Ali reluctantly 
agreed to accept the father’s payment of the reduced sum.  

 
(iii) Baxter, a self-employed car mechanic, without contacting Ali, simply sent 

him a cheque for half of his fees stating that he, Baxter, could not pay any 

more and that the cheque was in full settlement of his outstanding debt.  
Ali himself is now in financial difficulty and needs additional cash to 

maintain his business operation. 
 
Required: 

 
Advise Ali whether, in the context of contract law, he can recover any of the 

outstanding money from Thoko, Fred and Baxter. [Hint:- consider the Pinnel’s 

Case (1602) and its exceptions].                       10 Marks 
 (TOTAL : 20 MARKS) 

 

 

 

 

Continued/…… 
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7. (a) With the aid of decided cases, explain in detail four possible ways in which a  
  contract may be discharged.                                                                      12 Marks 

 
(b) Define the term ‘contract of sale of goods’ as stipulated in the Sale of Goods Act?  

2 Marks 

(c)  Distinguish title from possession and risk in sale of goods contracts?      6 Marks 
(TOTAL : 20 MARKS) 

 

 

8. (a) Identify and discuss three advantages and one disadvantage of Bills of  
  Exchange.                  8 Marks 
 

(b)  Bills of exchange and promissory notes are both negotiable instruments. However 
there are stark differences between the two. 

 
Required: 

 

Discuss any three differences between a bill of exchange and a promissory note.  
6 Marks 

 
(c) In what circumstances will a bill of exchange be discharged?           6 Marks 

(TOTAL : 20 MARKS) 
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