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Sale of Goods Act, 1930

This act came into force on July 1, 1930 and appbevhole of India
except Jammu and Kashmir.

M eaning of Contract of Sale: According to section 4(1) “ a contract of
sale is a contract whereby the seller transfeegyozes to transfer the
property in the goods to the buyer for a price”.

Explanation:

1) Contract of sale must have two partiesa seller and a buyer. A
person cannot enter into a contract of sale withskif.

2) Goods. Under this act goods mean only movable goods.duainle
property doesn’t fall within the scope of this d&hares, stocks,
debentures fall within the meaning of goods witiis act. Standing
crops which are to be separated from the land béfa contract of
sale is completed also fall within the meaning @bds under this
act. Goodwill, trademarks, patents also fall wittiie meaning of
goods under this act. However money, and actiordbims do not
fall within the meaning of goods. Money means, nyonhich is
currently in circulation, while old coins and curoy will be
considered as goods.

3) Transfer of Ownership: The purpose of contract of sale is the
transfer of ownership pf goods from seller to thgdy. If the goods
are handed by one party to another for some otlvgoge and not
with an object of transferring the ownership, titas not a contract
of sale of goods.

4) Price: For a contract of sale of goods it is also esaktttat the
transfer of ownership of the goods is made forigepif the
ownership of goods is transferred without any ad&sition, then it
Is a contract of gift and not a contract of salgadds. Not only this
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the price must be paid in money in circulatiorthé goods are
exchanged for goods it is a barter contract andhroaintract for sale
of goods. However where the goods are exchangély frargoods
and partly for money, then it is a contract of salgoods.

5) Contract of sale can be either in theform of Sale or Agreement

to sal.

At the time when the contract is entered into & tdwnership is
transferred immediately by the seller to the butyersale. If the
seller at the time of contract only promises tagfar the ownership
of the goods later on, it is an agreement to sell.

Differ ence between Sale and Agreement to Sall

Basis of Difference

Sale

Agreement to sale

Transfer of ownership

Ownership is transferred
immediately when the contract
made

Ownership is to be
isransferred later on and
not transferred
immediately when the
contract is made

Nature of Contract

It is an executed contract

driexecutory contrag

Nature of Rights

Buyer gets rightiiemin respect
of the goods.

Buyer gets right in
personam against the
buyer.

Goods Specific goods and ascertainedSpecific, ascertained, an
goods can be the subject matterunascertained goods carn
of sale. Unascertained goods | be subject matter of
cannot be subject matter of saleagreement to sell.

Risk of loss The risk of loss of goods passeSeller has to bear this ris

with the ownership and after the
contract the buyer has to bear
this risk.

2irrespective of the fact
whether the goods are in
possession of the seller,
buyer or any third party.

Buyer failure to pay
the price

If the buyer fails to pay the prict
the seller can file a suit against
him for recovery of the price.

2|f the buyer fails to pay
the price, the seller can
only file a suit against

him for damages.

Kk
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Seller failures to
deliver the goods

If the seller fails to deliver the
goods the buyer can request th
court to recover the goods for
him.

If the seller fails to delive
ethe goods the buyer can
only ask for damages.

Right of resale

The buyer has the right to res
the goods as he is the owner of

cThe seller has the right t¢

-

O

resell the goods because

the goods after contract of sale| even after the contract, he
Is the owner of the goods.
Insolvency of Buyer | If the buyer becomes insolventlf the buyer becomes
and is therefore unable to pay thasolvent and is therefore
full price , still the seller will unable to pay the full
have to give the goods to the | price , the seller can
official receiver of the buyer, |refuse to give the goods to

buyer,

Insolvency of the
seller

The official receiver of the selle
will be liable to handover the
goods to the buyer because bu
has already become the owner
the goods before insolvency.

r The official receiver of
the seller will not deliver
yéire goods to the buyer
difecause the goods were
under the ownership of
seller when he was
declared insolvent. Even
if the buyer has paid the
full price already , he will

the amount

proportionately.

Kinds of Goods:

Goods can be of the following kinds:

1) Existing Goods
2) Future Goods
3) Contingent Goods

Existing Goods. Goods which physically exist and are under the
ownership of the seller at the time when the catipésale is made are
called existing goods. Existing goods can furtreeobfollowing types:

the official receiver of the

only be entitled to recover
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1) Specific Goods: The goods which are specifically identified at the
time of formation of the contract for sale of go@ae called specific
goods. In case of specific goods the contractlefisan respect of
only those goods and the same goods are to beeddiby the
seller to the buyer and not the similar one.

2) Ascertained goods. The goods which are identified and agreed
upon after the formation of contract of sale ofd®are called
ascertained goods.

3) Unascertained goods. The goods which are not identified and
agreed upon at the time when the contract of sateade are called
unascertained goods.

Future Goods. The goods which are to be produced, manufactured o
acquired by the seller after the contract of sslmade are called future
goods.

Contingent Goods: The acquisition of which is dependent upon
happening or non-happening of some future eventated contingent
goods. Example: The agreement by the seller tdarseljoods if the goods
reach safely at his destination is a contract lef shcontingent goods.

Effect of Perishing of goods on contract of sale:

1) Specific Goods perishing before contract of sale: If the contract of
sale is in respect of specific goods and they ladready perished or
damaged before the contract but the seller hacdhow/ledge of this,
the contract of sale is void.

2) Specific Goods perishing after agreement to sale but before
contract of sale: If the specific goods perish or are damaged withou
the fault of either the seller or the buyer aftexr agreement to sell ut
before the contract of sale, the contract becorois v

Fixation of Price: For the fixation of price following rules apply:

1) Price is fixed by the mutual consent of buyer agltbs

2) Price maybe fixed by the course of dealings betviieemuyer and
the seller. Course of dealings means the old lyistbiransactions
between the buyer and the seller. Thereforejsfaigreed between



BCOM. SEMESTER:II  BUSINESS LAW. NARESH DHAWAN.

the buyer or the seller that the goods will be swld discount of 5%
from the list price, then the price will be detemed accordingly.

3) Price maybe fixed according to the manner providdgte contract.
For example, if it is agreed that the price willdbearged as
prevailing on the date of delivery then the priogimat date will be
the price at which the goods will be sold.

4) If the price is not fixed under any of the threewad then the buyer
will have to pay to the seller a reasonable price.

5) Fixation of price by the third party. If accorditmthe terms and
conditions of contract of sale, the price is tdiked by the third
party then whatever price the third party fixed é the price. If the
third party refuses to fix the price, the contidaetomes void.
However, if the third party refuses to fix the gricecause of fault of
any party then the party not in fault can file & 8ur damages
against the other party, If the price is not fixsadthe third party and
the goods are already delivered or consumed biguiger then the
buyer will have to pay a reasonable price.

Stipulation of Timein a contract of sale of Goods

1) Stipulation relating to time of delivery of goods: Stipulation
relating to time of delivery of goods is consideesdential for the
contract and therefore if the goods are not dedivday the seller to
the buyer in time, the buyer can later on refusactept the goods.

2) Stipulation regarding time of payment of price: In a contract of
sale, stipulation regarding time of payment of @igimportant but
not essential. Therefore if the buyer fails to ffagy/price, the
contract of sale will remain valid though the setlan claim
damages for delayed payment of price.




