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UNIVERSITY OF COLOMBO, SRI LANKA
FACULTY OF LAW

BACHELOR OF LAWS EXAMINATION, YEAR 11 (Online) - 2020

Equity and Law of Trusts
(Three Hours)
Total Number of Questions: 06

Answer THREE (03) questions and no more.
(Candidates will be penalized for illegible handwriting.)

1. “Equity does not apply defined rules, it evaluates specific conduct; this requires flexibility
and discretion. Most equitable principles are based upon discretionary standards of conduct
rather than definitive rules; these standards usually stem from the basic precepts of good
faith, honesty and generosity, and in this sense are relational in nature.”

Samantha J Hepburn, Principles of Equity and Trusts (2" edn; Cavendish Publishing
(Australia) Pty Limited, 2001) PP. 7-8

Critically evaluate the above statement in light of the nature of equity and maxims of

equity. Support your answer with relevant authorities.

2. Discuss whether a valid trust has been established in the following circumstances. Support

your answer with the relevant statutory provisions and decided cases.

a) By her will, Teena gave her residuary estate to her friend, Harrison, stating that, ‘as
I have full confidence in him that if he should die without any other lawful issue,

he will leave the bulk of my estate to my two sisters’. Harrison wishes to sell the

property.

b) Andrew made an oral statement to his mistress, Camelia, to dispose his property

consisting ‘Ocean View’ luxury villa and his Mercedes-Benz car to his only
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3.

d)

daughter aged eleven years. However, Camelia intends to sell the said properties to

settle the bills of creditors.

Francisca stated on her last will that, ‘I request that my mother Catherina leaves the
property or what remains of it on her death to my two children’. Francisca died
leaving half of her estate to her mother Catherina. Catherina transferred all of her

property to the Kensington Elderly Care home.

Leonard left two houses on trust by his last will and directed his trustee ‘to transfer
one, whichever she may think proper to my daughter Maria and to transfer the other

to my daughter Charlotte’. Maria predeceased the testator.

“The common law remedy of damages is available as of right, but it often proves
inadequate. Damages are not very helpful if the subject matter of the contract that has been
breached is something unique or irreplaceable. Nor will damages suffice if the breach of

contract involves continuing conduct or a harm that once done cannot be reversed.”

Analyze the above statement in light of equitable remedies. Your answer should be

supported by relevant authorities.

4. Answer both (A) and (B).

A) Mr. Antonio and Mrs. Antonio in their pre-nuptial agreement stated that their

respective properties should devolve on the survivor and then in favour of their
children. Mrs. Antonio died after two years of Bryan’s birth who is the only son of
Antonio’s family. Mr. Antonio remarried to Cristina and had two daughters. He
died without a last will. Soon after his death, Cristina acquired the possession of
his entire estate and did not allow Bryan to access the premises. Cristina is now

searching for buyers to sell the whole property.

Bryan seeks your advice. Advise him on the applicable statutory provisions and

case law.
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B) ‘Regal Cinema’ owned one cinema theatre in Colombo and wanted to acquire one
more with a view to selling the two cinema theatres together. To that end, they
formed a subsidiary company to buy the other cinema theatre but, had insufficient
capital to purchase. Two of the directors of Regal Cinema bought some of the shares
in the subsidiary, thus providing the necessary capital and the new cinema theatre
was purchased. Both cinemas were sold as one company, renamed as ‘New Regal
Cinema’. At the moment of selling the two cinema theatres together, the directors

made a substantial profit on the sale of their shares.

The new controllers of ‘New Regal Cinema’ plan to file an action to recover the
profits which the directors had made on the sale of the shares, alleging that the

directors were in breach of their fiduciary duty to the company.

Advise to New Regal Cinema.

5. Appuhamy appointed Charles as trustee to his 20-acre coconut plantation and a hotel
located in the coconut plantation in Puttalama for the benefit of his children Ravindu,
Ruwan and Casilda in 1999. In 2001, on the death of Appuhamy, Ravindu got to know that
Charles has failed to get the possession of 70 perches of the coconut plantation when
fencing it. Ravindu informed about this to his father-in-law Sumanasiri, whose coconut
plantation was next to the trust property. Sumanasiri occupied the stated 70 perches of
coconut plantation from the trust property and fenced and continued it with his coconut
plantation as one property in 2002. Sumanasiri gave Rs. 700,000 to Ravindu to remain
silent about this fraud. Ravindu, Ruwan and Casilda wish to sell the hotel and divide the
money among themselves to startup their own businesses and requested Charles to search
for buyers. Ruwan, introduced his friend Premasiri to Charles and recommended Charles
to sell the property to Premasiri. Ravindu and Casilda agreed to the arrangement and the
Hotel was sold to Premasiri. Later, Casilda gets to know that Ruwan has obtained a sum of

money from Premasiri to sell the hotel to him below the market price.

Advise all the parties as to their rights and liabilities that arise in the given scenario.
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6. Dharmasiri, the Chief Executive Officer of Dharma Private Limited, wishes to know the
validity of the charitable trusts set up by him under the following situations.

@) Dharmasiri is a pet lover and he was interested to protect the street dogs and cats.
He visited an orphanage where orphan children and orphan dogs were maintained.
He set up a trust to provide healthy meal for the orphan children and the dogs.

(b) Dharma Private Limited has 1500 employees. Dharmasiri got to know that some of
the children of his employees are unable to continue their higher studies due to lack
of adequate income. Dharmasiri created a trust to provide laptops and
accommodation for the children of his employees who get a placement at any of
the state Universities in Sri Lanka for their higher studies.

(©) Dharmasiri is a football player and he wished to promote the game as much as he
could. He started a football coaching center for this purpose. As not many people
joined at the coaching center he set up two trusts (i) to coach the game to all his
male descendants and (ii) to anyone who joins his football coaching center by

providing free coaching.

*khkhkhkihkhkkk
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®NHs @F OxTemsl ususHemel QuOMEe OCHTEUILTET 66 &FeOLT  Lleuteury

SN SSIDT6IT.

SIUUL(HETEN @GOBlemevUTD 61IpERTN DieuTHeNg 2 FlenoseT LMD &L IUT(HES6NT
OFTLII0 Smeanshg HmHHeuEaiNG DpCOTFMT CUDEIGS.

6. Dharma Private Limited @epenLw seweveno Mljours sifsmflumet sy
6T6uTLIGT Aesteu(mLd CAORVET ) HETEUTT 6V SIMIDBBLILIL L HITLD

pUGmaHeMET auelETH Hateno GHTLIN Simw elmwysmmy.
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(o) siwdn GFedeols Lgnenisemen GHFASGWL @HeuT eIGUZIL ST QOFH[H HTUISH6NT
LOOID  YMISmenl  UTHSTOUHD  Spjeud  QsTewnghbSTT.  Si6uy
opFTUDD  Fpeujeet  ODID  SpSTUDD  BrulssT  uFTOfGSILGL  @F
BTUDCDT]  BVvGINGE CFMPGHSTI. Seuj SpBTUDD  FHnieufaar
OO BTUSEDEEG CITEEWDTET 2 uialemal  UPRIGHMUSDEG @

BLOLIGEMEBMUW DIMIDSHBHT].

(=) Dharma Private Limited openg 1500 Osmeonenysenend Oamesi(hereng.
Gurdw  eurpLoTaIOSTIenUleE  HTTeRIOTE  Haigl OFTeomenysen devifle
HeTenenael Sieufseng 2w sevalulensids QHTLY  (PIQUITLD6S([H ST M6
ol HIdM  SMBSTT. FHogk 2w seoaldsmer  @f QL SHHeme
Bevmienauien hHOMTH DTF LOBMEVHBOEBHBISOMQID CUNIERTD HeTs
Oamfleoreniseflar  LeTmenseEhd@ — LOgHHmNaIE6T  OHMID  SEIGLOIL
eugFSHuleneot QULDTBI(E 6USHM 0\ 60T SFLodm THLDLI& 60 & QUIT 65T 63y 60T

o (HeUTEHSIENT].

(®) swdyh @F &TeOubgy elmenwmTl (B affJ 6SUZILET el leN6ETWTL QN6
HEEIT60  (plpujomenr  Sjemelm@ CuwuBGsaleusnSGL  almwlemy. &b
CrraasdnsTs  smeOUbgy  elewemwml (bl uuind  BlensowGomesnienes
SLTOLINSHST]. DIHB6MEUT 6T DL H6IT o uuipd Blemevuig 3 60
@ememiwialeoeney siUGHaTe0 (1) Seurgl et FhaHHUNDT  DIMEVT6U(HDEHLD
a1 alewenumlenL 1 uuipmeMiugn@ (i) Seuysd  sreoubg  Lulns
Blemeouighde0 B en et deim 6161 (T & (FH1LD Beveus uudmSuleneot
AUPEIGSHGHOWeT eu] Q[ HLOLIHNBHMENT DILOGHHT].

3k 3k 3k 3k 3k 3k 3k %k 3k 3k sk sk sk %k 3k 3k sk %k ok ok ok sk ok sk %k kosk sk sk k
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