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b. Reimbursement to a person paying money due by another in the payment of which 
he is  
interested.  

               Eg: B holds land in West Bengal on a lease granted by A, the Zamindar. The revenue 
payable by A to the Government being in arrear, his land is advertised for sale by the 
Government.  

                      Under the revenue law, the consequence of such sale will be annulment of B’s 
lease. B, to  prevent the sale and the consequent annulment of his lease, pays to the 
Government the sum due from A.   A is bound to make good to B the amount so paid.  

c. Obligation of a person enjoying benefits of non-gratuitous acts.  

              Eg: A. a tradesman, leaves goods at B’s house by mistake. B treats the goods as his own. 

                   He is bound to pay A for them.  

 
d. Responsibility of a finder of lost goods.  

His responsibility is same as that of a bailee.  

 

e. Liability of a person to whom money is paid or goods delivered under mistake or coercion.  
 

       Eg: A and B jointly owe Rs. 100 to C, A alone pays the amount to C. Not knowing this fact, B 
again pays Rs. 100 to C. C is bound to repay the amount to B.  

 

CHAPTER 3:THE SALE OF GOODS ACT, 1930 
 

A. BASICS 

 

SUMMARY OF IMPORTANT PROVISIONS 
 
1. Applicability: The Sale of Goods Act, 1930 extends to whole of India, except the State of 

Jammu and Kashmir.  
Earlier was in________________________________  
It came into force on __________________________________ 
It is Act number ____________ of 1930 
 

2. Important Terms:  
 
(a) Buyer: Person who buys or agrees to buy goods.  
(b) Seller: Person who sells or agrees to sell goods.  
(e) Goods means: Every kind of movable property.  
      Excludes - _______________ and ____________ (but not __________________).  

 Includes -Stock and Shares,   Growing Crops, Grass & things ___________________ under 
contract of   sale.  

(d) Existing goods: Goods that are in existence at the time of contract of sale, i.e. owned or 
possessed by the Seller.  
(e) Future goods: Goods to be manufactured or produced or acquired by the seller after making 
the  
contract of sale.  
(f)  Specific Goods: Goods Identified and agreed upon, at the time the contract of sale.  
(g) Delivery means voluntary transfer of possession by one person to another. Delivery may be of 
three  
kinds -  
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 Actual Delivery: When the goods are physically delivered to the Buyer.  

 Constructive Delivery: When it is effected without any change in the custody or actual 
possession of the thing, as in the case of delivery by attornment (acknowledgement)  

 Symbolic Delivery: When there is a delivery of a thing in token of a, transfer of something 
else, i.e. delivery of goods In transit may be made by handing over documents ,of title. to 
goods, e.g. Bill of Lading or Railway Receipt or Delivery Orders, or when key of a 
warehouse containing the goods is handed over to buyer.  

(h) Document of Title to goods:  

 It includes Bill of Lading, Dock-Warrant, Warehouse Keeper’s Certificate, Wharfinger’s 
Certificate, Railway Receipt, Multimodal Transport Document, Warrant or order for the 
delivery of goods and any other document used in the ordinary course of business, as 
proof of the possession or control of goods, or authorizing or purporting to authorize, 
either by endorsement or by delivery, the possessor of the document, to transfer or 
receive goods thereby represented by it.  

 

 There is a difference between a ‘document showing title’ and ‘document of title’. A Share 
Certificate is a ‘document’ __________ title, but not a document ______ title. It merely 
shows that the person named in the Share Certificate is entitles to the share represented 
by it, but it does not allow that person to transfer the Share mentioned therein by mere 
endorsement on the back of the certificate and the delivery of the certificate.  

 
(i) Mercantile Agent: An agent having in the customary course of business, an authority - (i) either 

to sell goods, or (ii) to consign goods for the purpose of sale, or (iii) to buy goods, or (iv) to 
raise money on the security of the goods.  
 
(j) Property: It means the ________ property (right of ________ in goods) and not merely a 
________  
property.  ( right of  _____________) 
(k) Insolvent: A person is said to be insolvent when he ceases to pay his debts in the ordinary 
course of business, or cannot pay his debts as they become due, whether he has committed an 
act of      insolvency or not.   
 
3.  Contract of Sale: 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.  
 
4.  Essentials of Contract of Sale: (a) There must be atleast two parties, (b) The subject matter of 

the contract must necessarily be goods, (c) A price in money (not in kind) should be paid or 
promised, (d) A transfer of property in goods from Seller to the Buyer must take place, (e) A 
contract of sale must be absolute or conditional, and (f) All other essential elements of a valid 
contract must be present in the contract of sale.  

 
5.   Sale and an Agreement to Sell:  
 

      (a) 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.  
      (b) 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. ______________ sale of______________ goods 
 
6.   Delivery/Payment in a Contract of Sale: 
(a) There may be immediate delivery of the goods, or 
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(b) There may be immediate payment of price, but it may be agreed that the delivery is to be 
made 
at some future date, or 
(c) There may be immediate delivery of the goods and an immediate payment of price, or 
(d) It may be agreed that the delivery or payment or both are to be made in installments, or 
(e) It may be agreed that the delivery or payment or both are to be made at some future date. 
 
7.   Subject matter of Contract of Sale - The subject matter of contract must always be goods. The 
goods  may be existing or future goods. When the Seller purports by his contract of sale to effect 
a sale of       future goods, the contract will operate only as an Agreement to Sell the goods, and 
not as Sale.   
 
8.   Destruction of subject matter of Contract: 
 

Before making of Contract Before Sale but after agreement to sell 

Where there is a contract for the sale of 
Specific Goods, the contract is void if the 
Goods without the knowledge of the Seller 
have, at the time when the contract was made, 
perished or become so damaged as no longer 
to answer to their description in the contract.  

Where there is an agreement to sell Specific 
Goods, and subsequently the Goods without 
any fault on the part of the Seller or Buyer 
perish or become so damaged as no longer to 
answer to their description in the agreement 
before the risk  
passes to the Buyer, the agreement is thereby 
avoided.  

 
 
Example: 

Before contract for sale of Goods After Agreement to sell but before sale. 

A agrees to sell to B a parcel of 700 bags of 
Chinese ground nuts identified by marks and 
lying at a named warehouse. As at the date of 
the contract, there were only 591 bags, the 
remaining 109 having been extracted by a third 
party before the contract date without the 
knowledge of A. The contract is _______u/s7. 
Held B could not be compelled to take the 
remainder as the contract was for 700 bags 
and not 591 bags, as it existed 
on the date of contract. [Barrow lane etc. v. 
Philips & Co. Ltd.]  

Where a certain quantity of wheat was sold by  
A to B and, after the contract but before  
delivery of Goods to B, the Goods were  
requisitioned by the Government, it was held  
that the contract _______________. [Re.  
Shipton Anderson & Co.]  
 

 
Note: Sec. 7 and 8 are applicable only to Specific Goods. They are not applicable for contracts 
involving “Unascertained Goods”.  
 

With a view to boost the sales, Hanuman  
Automobiles sells a motorcar to Mr. A on trial  
basis for a period of three days with a  
condition that if Mr. A is not satisfied with the  
performance of the car, he can return back the 
car. However, the car was destroyed in a fire   
accident at the place of Mr. A before the expiry 
of three days. Decide whether Mr. A is liable for 
the loss suffered.  
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9.Ascertainment of Price: Price is the monetary consideration for sale of goods. The Price maybe 
–           (a) fixed by the contract, (b) agreed to be fixed in a manner provided by the contract, e.g.  
Valuer, or (c) determined by the course of dealings between the parties.  
 
10.Price fixed by third party: 

(a) When Third party does not or cannot make such valuation - Agreement will be Void.  
(b) When Third party Is prevented by the default of the either of the parties - Party at 

default will be liable for damages.  
 

11. Stipulation as to time:  
(a) Payment: Unless a different intention appears from the terms of contract, a stipulation 

as regards time for payment is not deemed to be essence of contract of sale.  
(b) Delivery: Whether or not a stipulation is an essence of the contract depends on the 

terms  agreed upon. 
 
12. Contract of sale v/s contract for work and labour 
 

 

State the nature of the transaction in each of the following 
cases:  
(i) A dentist makes a set of false teeth for his patient with 

materials wholly found by the dentist and the buyer 
agrees to pay Rs. 2,000 when they are properly fitted 
into his mouth. 

 
 
 
 

(ii) A Customer gives his tailor a length of suiting and 
requires him to make a suit for him, the lining materials 
and the buttons to be supplied tailor. 

 
 
 
 
 

(iii) A member of a recreation club takes home a supply of 
certain provisions from the club store, the payment to 
be made along with the subscription for the month. 

 

(iv) A dealer in bicycles gives a ‘Hercules’ bicycle to a 
customer on the terms that Rs. 100 should be paid by 
him then and there and balance Rs. 375 in five equal 
monthly instalments. 

 
 
 
 
 
 
 
 
 

 

B. CONDITIONS AND WARRANTIES 

1. Conditions and Warranties:  
 

Condition Warranty 

A Condition is a stipulation ___________ to the 
main purpose of the contract. 

A warranty is a stipulation _________ to the 
main purpose of the contract. 

The aggrieved party can repudiate the contract The aggrieved party can only claim damages in 
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or claim damages or both in case of breach. case of breach.  

Breach of Condition may be treated as Breach of 
Warranty.  

Breach of Warranty cannot be treated as Breach 
of Condition.  

 
1. When Condition may be treated as Warranty?  

 
(a) Buyer waives the performance of the condition.  
(b)Buyer elects to treat the breach of condition as breach of warranty.  
(c)Contract is non-severable, and the Buyer has accepted either the whole goods or any part thereof.  
(d)Fulfillment of any condition or warranty is excused by law by reason of impossibility or otherwise 
 
 
 
 
 
3. Implied Conditions: (a) Condition as to Title - Seller must be the true owner, (b) Sale by description - 
Goods should correspond with the  description, (c) Sale by sample - Bulk shall correspond with the 
sample in quality, (d) Sale by sample as well as description - Bulk shall correspond both with sample and 
description, (e) Condition as to quality and fitness - Condition applies only if Buyer had made known to 
the Seller the purpose of his purchase and relied upon the skill and judgement of the Seller, and (f) 
Condition as to wholesomeness -In case of eatables and provisions, the goods shall be wholesome.   
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

 

A bought 3,000 tins of condensed milk from the U.S.A. The tins were labelled 
in such aaway as to infringe the Nestle’s trade mark. As a result, they were 
detained by the custom authorities. To get the clearance certificate from the 
custom authorities, A had to remove the labels and sell the tins at a loss. 
Held, the seller ________________________________________________ 

Niblett Ltd vs 
Confectioners’ 
Materials Co 

Where a seller having no title to the goods at the time of sale, subsequently 
acquires a title, that title feeds the defective titles of both the original buyer 
and the subsequent buyer.  

 
Butterworth v.  

Kingsway Motors 

W bought a reaping machine which he had never seen and which, V, the 
seller, described “to have been new the previous year and used to cut only 50 
or 60 acres”.  W found the machine to be extremely old.  Held, W could 
return the machine as it did not correspond with the description.   

 
Varleyvs 
Whipp 

In an auction sale of a set of napkins and table cloths, these were described 
as “dating from the seventh century”.  The buyer bought the set after seeing 
it.  Subsequently he found the set to be an eighteenth century set.  Held, he 

 
Nicholson & Venn 
vs Smith Marriott 

IMPLIED CONDITIONS 

Title 

Sale of Goods byDescription 

Quality or Fitness 

“ 

Sale by Sample 

Merchantable Quality 
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could return it.   

M sold to L 300 tins of Australian fruits packed in cases each containing 30 
tins.  M tendered a substantial portion in cases containing 24 tins.  Held, L 
could _____________________________________________________ 
____________________________________________________________ 
___________________________________________________________  
 
 
 
 

 
Moore & Co. v. 

Landauer 

N agreed to sell oil described as “Foreign refined Vegetable Oil, warranted 
only equal to sample”.  The Goods tendered were equal to sample, but 
contained an admixture of Hemp Oil.  Held, the Buyer could reject the Goods.  
 

 
Nichol v. Godts 

A purchased a hot water bottle from a chemist.  The bottle burst and injured 
his wife.  Held breach of condition _________ and thus chemist was 
_________ for refund of price plus damages. 

 
Priest vs Last 

G purchased a tweed coat which caused her dermatitis (inflammation of the 
skin) due to her unusually sensitive skin.  Held, the seller was __________ 
_____________________________________________________________  

 
Griffiths vs Peter 

Conway Ltd. 

P sold a plastic catapult to G, a boy of six.  While G was using it in the proper 
manner, the catapult broke due to the fact that the material used in its 
manufacture was unsuitable.  As a result, the boy was blinded in one eye.  
Held, P was _________ as the catapult was __________________________  

 
Godley vs 

Perry 

 
4. Implied Warranties: (a) Warranty as to undisturbed possession - Buyer shall have and enjoy quiet 
possession of the goods, (b) Warranty as to non-existence of encumbrances - Goods shall be free from 
any charge in favour of any third party, (c) Disclosure of dangerous nature of goods - Seller must warn 
the Buyer of the probable danger when goods are inherently dangerous, and (d) Warranty as to quality 
or fitness by usage or trade - Implied Warranty as to quality and fitness for a particular purpose may be 
annexed by the usage of trade.  
 

For the purpose of making uniform for the 
employees, BansiBhaiya bought dark blue colored 
cloth from Vivek, but did not disclose to the Seller 
the purpose of said purchase.  When uniform 
were prepared and used by the employees, the 
cloth was found unfit.  However, there was 
evidence that the cloth was fit for caps, boots and 
carriage lining.  Advice BansiBhaiya whether he is 
entitled to have any remedy ? 

  
 
 
 
 
 
 
 
 
 

 
5._______________________ = Let the Buyer beware:  
 
The Seller is not bound to disclose the defects in the goods which he is selling. It is the duty of the buyer 
to satisfy himself before buying the goods that it will serve the purpose for which they are being bought.  
 
(b) Exceptions to the Rule: 
 (i) Purpose is made known to the Seller,  
(ii) Goods purchased under its Patent or Brand name,  
(iii) Goods sold by description,  
(iv) Goods bought by sample,  
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(v) Implied warranty or condition as to quality or fitness annexed by the usage of trade, and 
(vi) Seller sells the goods by making some misrepresentation or fraud.  
 

A lady buys synthetic pearls for a high price thinking that 
they are natural pearls.  The seller does not correct her 
mistake.  Has she any remedies against the seller ? Would 
your decision be different if the lady had told the seller; I 
think they are natural pearls and, therefore, agree to buy 
them at your price, and the seller was silent ? 

  
 
 
 
 
 
 
 

A, a farmer, simply exhibits oats in his farm.  B buys the oats 
in the belief that they are old oats.  In fact they are new 
oats.  B wants to return the oats and refuses to pay the 
price.  

 

 

 

C.TRANSFER OF PROPERTY AND RISK IN GOODS 

 

1. Meaning of “Passing of Property”: It implies passing of ______________. If the property has 
passed to the Buyer, the risk in the goods sold is that of the buyer and not of the seller, 
though the goods may still be in the Seller’s possession.  
 

2. Rules for “Passing of Property”: (i) Property will be transferred only when the goods are 
ascertained, and (ii) For Specific and Ascertained goods, property passes to the Buyer at the 
time when parties intend it to pass.  

 
3. Passing of Property for different types of goods:  

 
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
*Where, in pursuance of the contract, the seller delivers the goods to the buyer or to a carrier 
or other bailee (whether named by the buyer or not) for the Purpose of transmission to the 
buyer, and does not reserve the right of disposal, he is deemed to have unconditionally 
appropriated the goods to the contract- Section 23(2) 

 

Transfer of Property from Seller to Buyer 

Unascertained 

Goods 

Ascertained Goods i.e 

Specific Goods 

Sale on approval 

Deliverable State - 

Price determined 

Deliverable State- 

Price not determined 

Non-deliverable 

state 

At the time 

when Contract is 

made 

After 

determination of 

price 

After 

completion of 

process to make 

it deliverable 

a) Goods are 

ascertained 

b) Appropriation 

of Goods 

unconditionally* 

 On approval 
by the buyer, or   

 Adopting the 
transactions, or   

  Does not signify 

his approval 

beyond a 

reasonable time 
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4.Reservation of Right to Disposal:   
(a) In a contract of sale of specific goods, the Seller may reserve the right to dispose the goods 
until      
certain conditions are fulfilled.   

(b) In such case, even if delivery has been made to the Buyer, or Carrier or Bailee for the purpose of  

transmitting the same to the Buyer, the property therein will not pass to the Buyer, till the 
condition 

imposed by the Seller has been fulfilled.  
 
5.  Passing of Risk: 
(a) Unless otherwise agreed, the goods remain at the Seller’s risk until the __________therein is  
transferred to the buyer.  

(b) But when the property in goods is transferred to the Buyer, the goods are at the Buyer’s risk,  

whether delivery has been made or not.  
 
6.  Sale by Non-owner: 

(a) “Nemo dat quod non habet” - it means that no one can give what he has not got. If the Seller 
is not  the owner of goods, then the Buyer also will not become the owner.  

 

(b) Exceptions to the Rule:  
Even a non-owner can make an effective sale in the following circumstances –  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
EXAMPLES: 
 
1. F handed over his car to H for sale at an amount not less than £575. H sold the same for £140 to 
K, who bought in good faith and without knowledge of any fraud. H misappropriated the money. 
Held, H had possession of the car with the consent of F for sale and since he had acted in the 
capacity of a mercantile agent, K got good title for the car. [Folkes v. King]  
 
2. J, K and L jointly own a Home Theatre System. With the consent of J and L, K is in possession of 
the System, which he sells to P who buys it in good faith and without notice that K had no 
authority to sell. P gets a good title to the Home Theatre System.  
 
3. A obtains a necklace from B, a jeweller, by playing fraud upon him. This contract is voidable at 
the option of B. But before B could terminate the contract, A sells the necklace to C who buys it in 
good faith and without notice of A’s defective title, C gets a good title.  

MERCANTILE 

AGENT 
LIQUIDATOR 

PAWNEE/ 
PLEDGEE 

FINDER OF 
GOODS 

SALE BY NON-
OWNER 

JOINT 
OWNER 

ESTOPPEL 

PERSON UNDER 
VOIDABLE 
CONTRACT 

PERSON IN 
POSSESSION 
AFTER SALE 

UNPAID 
SELLER 
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4. P buys a second hand computer from B which he agrees to deliver to P sometime later during 
the day. In the meanwhile, B sells the same to N who offers to pay a higher price than P. N buys in 
good faith and does not have any knowledge about the previous sale. Only N will have a good 
title. However, if P had left the computer with B to be collected later, B becomes a bailee and 
cannot resell to N.  

 
7. Rules regarding Delivery of Goods: 

(a)Effect of part delivery - Unless otherwise intended, part delivery = whole delivery,  
(b) Buyer to apply for delivery, unless otherwise agreed,  

(c) Place of delivery - Unless otherwise agreed, Place of sale/place of agreement to sell/place 
of  

Manufacture,  
(d) Time of delivery - fixed time or within reasonable time,  
(e) Goods in possession of a third party - No delivery unless the third party acknowledges to 
the 
buyer that he holds the goods on his behalf,  
(f) Time for tender of delivery - to be made at a reasonable hour,  
(g) Expenses for delivery - unless otherwise agreed, borne by the seller,  

          (h) Delivery of wrong quantity - (i) lesser quantity - buyer may accept/reject, (ii) excess 
quantity - accept or reject, (iii) Mixed with other goods - accept relevant goods and 
reject rest or reject the whole, [Note: this does not cover mixing of inferior variety of 
goods]  

(i) Installment delivery - unless agreed, buyer is not bound to accept,  
(j) Delivery to carrier - subject to terms of contract, deemed to be delivered to buyer,  
(k) Deterioration during transit -liability shall fall on the buyer, and  
(I) Buyer has the right to examine the goods.  
 

8.   Acceptance of delivery: Acceptance is deemed to take place when the Buyer-  
          (a) Intimates to the Seller that he had accepted the goods, or  

(b) Does any act to the goods, which is inconsistent with the ownership of the Seller, or  
(c) Retains the goods after the lapse of a reasonable time, without intimating to the Seller 
that he has rejected them.  
 

D. UNPAID SELLER 

 
1. Meaning: Seller is deemed to be an Unpaid Seller when - (a) whole of the price has not 

been paid or tendered, and Seller had an immediate right of action for the price, or (b) 
Dishonour of a Bill of  Exchange or Negotiable Instrument.  

 
2.  Rights of Unpaid Seller: 
 

(a) Rights against Goods:  
 

 Right of Lien– 
Exercise of Right: For recovery of price, when he is in possession of goods.  
Conditions – 
(i) Goods are sold without any stipulation of credit,  
(ii) goods are sold on credit, but the term has expired, or  
(iii) buyer becomes insolvent.  
 
Right is lost when – 
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(i) Seller delivers the goods to Carrier for transmitting to the buyer without reserving the 
right of disposal of the goods,  
(ii) Buyer or his agent lawfully obtains possession,  
(iii) Seller has waived the right of lien, or  
(iv) by estoppel 

 

 Right of stoppage in transit: Exercise of Right: Unpaid Seller has parted with the goods 
and buyer has become insolvent. Conditions – 
 (i) Seller must be unpaid,  
(ii) he must have parted with the goods,  
(iii) goods are in transit,  
(iv) buyer has become insolvent 
 

 Right of Re-sale: 
Conditions:  
(i) Goods are of perishable nature (buyer need not be informed), or  
(ii) he gives notice to the buyer about the re-sale and buyer does not make the payment 
within reasonable time.  
  

(b) Rights against Buyer:  
(i) Suit for Price,  
(ii) Suit for damages for non-acceptance,  
(iii) Repudiation of contract before due date, and  
(iv) Suit for Interest.  
 

3. Effect of Sub-sale or Pledge by the Buyer: Unpaid Seller’s right is not affected, except - (i) 
when he has assented to the sale made by the Buyer, or (ii) Document of Title to goods has 
been transferred to the Buyer and he in turn has transferred it to the subsequent Buyer.  

 
4. Rights of Parties in case of Breach of Contract:  

 (a)  Buyer’s Right against the Seller: 

 (i) Suit for non-delivery,  

(ii) Suit for specific performance, 

(iii)Suit for damages for breach of warranty, and  

(iv) Suit for recovery of Price. 
 
(b) Seller’s Right against the Buyer:  

(i) Suit for Price, and  
(ii) Damages for non-acceptance.  

 
5. Auction Sale: 

(a) It is a mode of selling property by inviting bids publicly and the property is sold to the 
highest     bidder.  
(b) An Auctioneer is only an Agent of the Seller.  
(c) Sale is complete when the Auctioneer announces its completion by the fall of hammer.  
(d) Right to bid may be reserved expressly by or on behalf of the Seller.  
(e) If the Seller makes use of pretended bidding to raise the price, the sale is voidable at the 
option of the Buyer. Also called ___________________ 
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LATIN MAXIMS 

 That which has been delegated, cannot delegate 
[further] 

 A naked promise. An unenforceable promise, 
due to the absence of consideration or value 
exchanged for the promise. 

 Not enforceable from the beginning 

 Meeting of minds.Same thing in the same sense 

 No one can give what he does not have 

 Let the buyer beware 

 Ignorance of law is not an excuse 

 A right in a thing. Used in the context of a case 
against property 

 A right, used in the context of a case against 
person 

 Something in return 

 Professional work done for free 

 In good faith 

 In utmost good faith 
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