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21 - Explain the legal rules of auction sale relating to the following points as per provisions 

of the Sale of Goods Act, 1930:  

(A) Bid by seller with or without notification  

(B) Bidder to retract from his bid  

(C) Effect of pretending bidding     6)c)i)4m,MDTP10, 6)c)i)4m,Sept2024 

Ans - Section 64 of the Sale of Goods Act, 1930 provides following rules to regulate the 

sale by auction:  

(A) Bid with notification: Right to bid may be reserved expressly by or on behalf of the seller 

and where such a right is expressly reserved, but not otherwise, the seller or any one person on 

his behalf may bid at the auction.  

Bid by seller without notification: Where the sale is not notified to be subject to a right to bid 

on behalf of the seller, it shall not be lawful for the seller to bid himself or to employ any person 

to bid at such sale, or for the auctioneer knowingly to take any bid from the seller or any such 

person; and any sale contravening this rule may be treated as fraudulent by the buyer.  

(B) Bidder to retract from his bid: The sale is complete when the auctioneer announces its 

completion by the fall of hammer or in any other customary manner. Until such announcement is 

made, any bidder may retract from his bid.  

(C) Effect of pretending bidding: If the seller makes use of pretended bidding to raise the 

price, the sale is voidable at the option of the buyer. 

 

20 - Ansari of Jaipur sold 100 smart TV set @ ` 50,000/- per set to Baburam of Delhi. 

He delivered the TV sets to Chetan, a transport carrier for transmission to Baburam. 

Baburam further sold these 100 TV sets to Shayamlal @ ` 60,000/- per set. On reaching 

the goods at the destination, Baburam demanded the delivery but Chetan, wrongfully, 

refused to deliver the goods to Baburam. That is why; he failed to deliver TV sets to 

Shayamlal and suffered a huge loss on account of non-delivery. Ansari came to know about 

this. He directed Chetan to stop the delivery to Baburam and re-deliver the goods to him 

at Jaipur. Answer the following questions under the provisions of the Sale of Goods Act, 

1930:  

(A) Whether Ansari has right to stop the goods in transit?   

(B) Whether Baburam can claim loss suffered due to nondelivery from Ansari?  

                             2)a)ii)3m,MDTP7,10, 2)a)ii)3m,MTP1,Jan2025, 5)a)ii)3m,Sept2024 
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Ans - According to Section 51 of the Sale of Goods Act, 1930, when the carrier wrongfully 

refuses to deliver the goods to buyer, the right of stoppage in transit is lost and transit comes 

to an end.  

On the other hand, according to section 57 of the Sale of Goods Act, 1930, where buyer suffers 

losses due to non-delivery, he can sue seller for damages on account of non-delivery.  

In the instant case, the transit came to an end when Chetan wrongfully refused to deliver the 

goods to Baburam, and he suffered a huge loss due to non- delivery. Hence, Ansari cannot 

exercise the right of stoppage of goods in transit as the transit has already come to an end.  

Baburam can claim loss suffered due to non-delivery from Ansari. 

 

19 - PTC Hotels in Bombay decided to sell their furniture by auction sale. For this 

purpose, they appointed RN & Associates as auctioneer. They invited top ten renowned 

Architects in Bombay for bidding. A right to bid was not notified by them. Furniture was 

put up in lots for sale. It was decided that for every lot of furniture there will be a 

reserve price. On 25th Feb 2024, Auction sale was started at 10.am in the lawn of PTC 

Hotels Bombay. For a special lot of furniture three parties came for bidding Mr. Neel, Mr. 

Raj and Mr. Dev on behalf of their respective companies. Bidding was as follows: 

Mr. Neel ` 5.70 lakh 

Mr. Raj ` 4.85 lakh 

Mr. Dev ` 6.10 lakh 
 

The sale was completed in favour of Mr. Neel by RN & Associates by fall of hammer. Mr. 

Dev's Bid was rejected on ground that Right to bid was reserved and company of Mr. Dev 

was not invited to bid. 

For another bid of Italian Furniture was made by two parties as follows: 

Mr. Dheer ` 15 lakh 

Mr. Madhu (on behalf of R N & Associates) ` 15.20 lakh 

Sale was completed in favour of Mr. Dheer instead of Mr. Madhu. 

Mr. Dev and Mr. Madhu argued that auction sale was not lawful. Give your opinion with 

reference to provisions of the Sale of Goods Act, 1930 whether Auction Sale will be 

considered lawful or not?           5)a)7m,MDTP9, 5)a)7m,June2024 
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Ans - An ‘Auction Sale’ is a mode of selling property by inviting bids publicly and the property is 

sold to the highest bidder. Section 64 of the Sale of Goods Act, 1930 regulates the legal 

requirements for the sale by auction.  

In terms of the provisions of the above Section, following are some of the requirements, which 

inter alia are required to be complied with for conduct of a valid auction sale- 

(i) Where the goods are sold in lots: Where the goods are put up for sale in lots, each lot is 

prima facie deemed to be subject of a separate contract of sale.  

(ii) Right to bid may be reserved: Right to bid may be reserved expressly by or on behalf of 

the seller and where such a right is expressly reserved, but not otherwise, the seller or any one 

person on his behalf may bid at the auction.  

(iii) Where the sale is not notified by the seller: Where the sale is not notified to be subject 

to a right to bid on behalf of the seller, it shall not be lawful for the seller to bid himself or to 

employ any person to bid at such sale, or for the auctioneer knowingly to take any bid from the 

seller or any such person; and any sale contravening this rule may be treated as fraudulent by 

the buyer.  

(iv) Reserved price: The sale may be notified to be subject to a reserve or upset price;  

In the first Auction sale, the rejection of Mr. Dev’s bidding was not justified since the 

information as to the right to bid was not expressly given. Therefore, this auction sale was 

unlawful.  

In auction sale of lot 2, since right to bid was not notified, it shall not be lawful for the seller to 

bid himself or to employ any person to bid at such sale. Therefore, auction made in favour of Mr. 

Dheer will be considered lawful. 

 

18 - Mr. Shankar sold 1000 Kgs wheat to Mr. Ganesh on credit of 3 months. Wheat was 

to be delivered after 10 days of contract. After 5 days of contract, a friend of Mr. 

Shankar secretly informed him that Mr. Ganesh may default in payment. On the 

information of friend, Mr. Shankar applied the right to lien and withheld the delivery. With 

referring to the provisions of the Sale of Goods Act, 1930:  

(i) State, whether Mr. Shankar was right in his decision? 

(ii) What would be your answer if Mr. Ganesh became insolvent within five days of the 

contract?               RTP,June2024 

Ans - According to Section 45(1) of the Sale of Goods Act, 1930 the seller of goods is deemed 

to be an ‘Unpaid Seller’ when-  
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(a) The whole of the price has not been paid or tendered.  

(b) A bill of exchange or other negotiable instrument was given as payment, but the same has 

been dishonoured, unless this payment was an absolute, and not a conditional payment.  

Further, Section 47 provides about an unpaid seller’s right of lien. Accordingly, an unpaid seller 

can retain the possession of the goods and refusal to deliver them to the buyer until the price 

due in respect of them is paid or tendered. This right can be exercised by him in the following 

cases only: 

(a) where goods have been sold without any stipulation of credit; (i.e., on cash sale) 

(b) where goods have been sold on credit, but the term of credit has expired; or 

(c) where the buyer becomes insolvent.  

In the instant case, Mr. Ganesh purchased 1000 Kg wheat from Mr. Shankar on 3 month’s credit 

which was to be delivered after 10 days of contract. But, after 5 days of contract, one friend of 

Mr. Shankar secretly informed him that Mr. Ganesh may default in payment. On the belief of 

friend, Mr. Shankar applied the right to lien and withheld the delivery.  

(i) On the basis of above provisions and facts, it can be said that even Mr. Ganesh was an unpaid 

seller until the term of credit i.e. has expired, Mr. Shankar had to perform his promise of 

supplying 1000 Kg of wheat. 

(ii) In case Mr. Ganesh became insolvent before the delivery of wheat, Mr. Shankar had the 

right to apply the lien and he could withhold the delivery. 

 

17 - Can an unpaid seller who has possession of goods exercise the Right of lien? If yes, 

mention such circumstances. When does he lose his right of line as per the provisions of 

the Sale of Goods Act, 1930?           5)c)6m,Dec2023 

Ans - Seller’s lien (Section 47 of the Sale of Goods Act, 1930): According to sub-section 

(1), the unpaid seller of goods who is in possession of them is entitled to retain possession of 

them until payment or tender of the price in the following cases, namely:-  

(a) where the goods have been sold without any stipulation as to credit;  

(b) where the goods have been sold on credit, but the term of credit has expired;  

(c) where the buyer becomes insolvent.  

According to sub-section (2), the seller may exercise his right of lien notwithstanding that he in 

possession of the goods as agent or bailee for the buyer.  
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As per the provisions of Section 48, where an unpaid seller has made part delivery of the goods, 

he may exercise his right of lien on the remainder, unless such part delivery has been made 

under such circumstances as to show an agreement to waive the lien.  

Termination of lien (Section 49): According to sub-section (1), the unpaid seller of goods loses 

his lien thereon-  

(a) when he delivers the goods to a carrier or other bailee for the purpose of transmission to the 

buyer without reserving the right of disposal of the goods;  

(b) when the buyer or his agent lawfully obtains possession of the goods;  

(c) by waiver thereof.  

The unpaid seller of goods, having a lien thereon, does not lose his lien by reason only that he has 

obtained a decree for the price of the goods. [Sub-section (2)] 

 

16 - An auction sale of the certain goods was held on 7th March, 2023 by the fall of 

hammer in favour of the highest bidder X. The payment of auction price was made on 8th 

March, 2023 followed by the delivery of goods on 10th March, 2023. Based upon on the 

provisions of the Sale of Goods Act, 1930, decide when the auction sale is complete.  

   5)a)i)2m,MDTP2,6, 2)a)i)3m,MTP2,Sept2024, 5)a)2m,June2023 

Ans - According to Section 64 of the Sale of Goods Act, 1930, the sale is complete when the 

auctioneer announces its completion by the fall of hammer or in any other customary manner. In 

the given question, the auction sale is complete on 7th March, 2023. 

 

15 - Mr. Shekharan sells 100 bags of cement to Mr. Raghwan for cash and consigns goods 

to him through railways. He also sends the railway receipt to Mr. Raghwan. When the 

goods were in transit, Mr. Raghwan becomes insolvent and Mr. Raghwan sells the said goods 

to Mr. Ravi by assigning the railway receipt to Mr. Ravi who has no idea about the 

insolvency of Mr. Raghwan. Mr. Shekharan who is being unpaid seller wants to exercise his 

right to stoppage in transit.  

(a) State with reason, can Mr. Shekharan do so under the Sale of Goods Act, 1930?  

(b) Whether your answer would be same if Mr. Ravi have knowledge of Mr. Raghwan’s 

insolvency at the time of buying the goods?      5)a)6m,MTP2,June2023 

Ans - According to Section 50 to 52 of the Sale of Goods Act, 1930, when the buyer of goods 

becomes insolvent, the unpaid seller who has parted with the possession of the goods has the 

right of stopping them in transit and he may resume possession of the goods as long as they are 
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in the course of transit and may retain them until payment or tender of the price. However right 

of stoppage in transit is available only in the following conditions:  

(i) The seller must be an unpaid seller.  

(ii) When the buyer becomes insolvent; and  

(iii) When the goods are in transit.  

This right of stoppage in transit is lost if buyer makes sub – sale of such goods during in transit 

and that buyer purchased in good faith.  

(a) On the basis of above provisions and facts, it can be said that even Mr. Shekharan is an 

unpaid seller, he cannot apply his right of stoppage in transit as goods has been taken by Mr. Ravi 

in good faith.  

(b) Further, if Mr. Ravi has knowledge of Mr. Raghwan’s insolvency at the time of buying the 

goods, Mr. Ravi has not bought the goods in good faith. Hence, Mr. Shekharan can exercise his 

right of stoppage in transit. 

 

14 - A agrees to sell certain goods to B on a certain date on 10 days credit. The period 

of 10 days expired and goods were still in the possession of A. B has also not paid the 

price of the goods. B becomes insolvent. A refuses to deliver the goods to exercise his 

right of lien on the goods. Can he do so under the Sale of Goods Act, 1930?  

                      5)a)i)4m,MDTP1, 5)a)i)4m,MTP1,June2023, RTP,June2023, ICAI Module 

Ans - Lien is the right of a person to retain possession of the goods belonging to another until 

claim of the person in possession is satisfied. The unpaid seller has also right of lien over the 

goods for the price of the goods sold.  

Section 47(1) of the Sale of Goods Act, 1930 provides that the unpaid seller who is in the 

possession of the goods is entitled to exercise right of lien in the following cases:-  

1. Where the goods have been sold without any stipulation as to credit  

2. Where the goods have been sold on credit but the term of credit has expired 

3. Where the buyer has become insolvent even though the period of credit has not yet expired.  

In the given case, A has agreed to sell certain goods to B on a credit of 10 days. The period of 10 

days has expired. B has neither paid the price of goods nor taken the possession of the goods. 

That means the goods are still physically in the possession of A, the seller. In the meantime, B, 

the buyer has become insolvent. In this case, A is entitled to exercise the right of lien on the 
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goods because the buyer has become insolvent and the term of credit has expired without any 

payment of price by the buyer. 

 

13 - What are the rights of unpaid seller in context to re-sale the goods under Sale of 

Goods Act, 1930?         4)a)6m,MTP1,Dec2023, 4)a)6m,Dec2022 

Ans - Right of re-sale [Section 54 of the Sale of Goods Act, 1930]: The unpaid seller can 

exercise the right to re-sell the goods under the following conditions:  

(i) Where the goods are of a perishable nature: In such a case, the buyer need not be 

informed of the intention of resale. 

(ii) Where he gives notice to the buyer of his intention to re-sell the goods: If after the 

receipt of such notice the buyer fails within a reasonable time to pay or tender the price, the 

seller may resell the goods.  

It may be noted that in such cases, on the resale of the goods, the seller is also entitled to:  

(a) Recover the difference between the contract price and resale price, from the original buyer, 

as damages.  

(b) Retain the profit if the resale price is higher than the contract price. 

It may also be noted that the seller can recover damages and retain the profits only when the 

goods are resold after giving the notice of resale to the buyer. Thus, if the goods are resold by 

the seller without giving any notice to the buyer, the seller cannot recover the loss suffered on 

resale. Moreover, if there is any profit on resale, he must return it to the original buyer, i.e. he 

cannot keep such surplus with him [Section 54(2)]. 

(iii) Where an unpaid seller who has exercised his right of lien or stoppage in transit resells 

the goods: The subsequent buyer acquires the good title thereof as against the original buyer, 

despite the fact that the notice of re-sale has not been given by the seller to the original buyer.  

(iv) A re-sale by the seller where a right of re-sale is expressly reserved in a contract of 

sale: Sometimes, it is expressly agreed between the seller and the buyer that in case the buyer 

makes default in payment of the price, the seller will resell the goods to some other person. In 

such cases, the seller is said to have reserved his right of resale, and he may resell the goods on 

buyer’s default.  

It may be noted that in such cases, the seller is not required to give notice of resale. He is 

entitled to recover damages from the original buyer even if no notice of resale is given.  
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(v) Where the property in goods has not passed to the buyer: The unpaid seller has in 

addition to his remedies a right of withholding delivery of the goods. This right is similar to lien 

and is called “quasi-lien”. 

 

12 - When can an unpaid seller of goods exercise his right of lien over the goods under the 

Sale of Goods Act? Can he exercise his right of lien even if the property in goods has 

passed to the buyer? When such a right is terminated? Can he exercise his right even 

after he has obtained a decree for the price of goods from the court?  

                 RTP,Dec2022, 4)a)6m,MTP2,June2022, 4)a)6m,MTP2,Dec2021, ICAI Module 

Ans - A lien is a right to retain possession of goods until the payment of the price. It is 

available to the unpaid seller of the goods who is in possession of them where-  

(i) the goods have been sold without any stipulation as to credit; 

(ii) the goods have been sold on credit, but the term of credit has expired;  

(iii) the buyer becomes insolvent.  

The unpaid seller can exercise ‘his right of lien even if the property in goods has passed on to 

the buyer. He can exercise his right even if he is in possession of the goods as agent or bailee 

for the buyer.  

Termination of lien: An unpaid seller losses his right of lien thereon-  

(i) When he delivers the goods to a carrier or other bailee for the purpose of transmission to 

the buyer without reserving the right of disposal of the goods; 

(ii) When the buyer or his agent lawfully obtains possession of the goods;  

Yes, he can exercise his right of lien even after he has obtained a decree for the price of goods 

from the court. 

 

11 - Rachit arranges an auction to sale an antic wall clock. Megha, being one of the 

bidders, gives highest bid. For announcing the completion of sale, the auctioneer fall the 

hammer on table but suddenly hammer brakes and damages the watch. Megha wants to 

avoid the contract. Can she do so under the provisions of the Sale of Goods Act, 1930?  

                       5)a)i)4m,MDTP4, 5)a)i)4m,MTP3,June2024, RTP,Dec2021, ICAI Module 

Ans - By virtue of provisions of Section 64 of the Sale of Goods Act, 1930, in case of auction 

sale, the sale is complete when the auctioneer announces its completion by the fall of the 

hammer or in some other customary manner.  
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In the instant case, Megha gives the highest bid in the auction for the sale of antic wall clock 

arranged by Rachit. While announcing the completion of sale by fall of hammer on the table, 

hammer brakes and damages the clock.  

On the basis of above provisions, it can be concluded that the sale by auction cannot be 

completed until hammer comes in its normal position after falling on table. Hence, in the given 

problem, sale is not completed. Megha will not be liable for loss and can avoid the contract. 

 

10 - Discuss the rights of an unpaid seller against the buyer under the Sales of Goods 

Act, 1930.                4)a)6m,MTP2,Dec2022, 4)a)6m,MTP1,June2022, 5)a)6m,June2021 

Ans - The right against the buyer are as follows:  

1. Suit for the price (Section 55 of the Sale of Goods Act, 1930)  

(a) Where under a contract of sale, the property in the goods has passed to the buyer and the 

buyer wrongfully neglects or refuses to pay for the goods according to the terms of the 

contract, the seller may sue him for the price of the goods. [Section 55(1)]  

(b) Where under a contract of sale, the price is payable on a certain day irrespective of delivery 

and the buyer wrongfully neglects or refuses to pay such price, the seller may sue him for the 

price although the property in the goods has not passed and the goods have not been 

appropriated to the contract. [Section 55(2)].  

2. Suit for damages for non-acceptance (Section 56): Where the buyer wrongfully neglects or 

refuses to accept and pay for the goods, the seller may sue him for damages for non-acceptance. 

3. Repudiation of contract before due date (Section 60): Where the buyer repudiates the 

contract before the date of delivery, the seller may treat the contract as rescinded and sue 

damages for the breach. This is known as the ‘rule of anticipatory breach of contract’. 

4. Suit for interest [Section 61]: Where there is specific agreement between the seller and 

the buyer as to interest on the price of the goods from the date on which payment becomes due, 

the seller may recover interest from the buyer. If, however, there is no specific agreement to 

this effect, the seller may charge interest on the price when it becomes due from such day as he 

may notify to the buyer.  

In the absence of a contract to the contrary, the Court may award interest to the seller in a suit 

by him at such rate as it thinks fit on the amount of the price from the date of the tender of 

the goods or from the date on which the price was payable. 
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09 - What are the rights of buyer against the seller, if the seller commits a breach of 

contract under the Sale of Goods Act, 1930?  

6)c)7m,MDTP5, 6)c)7m,Jan2025, 6)c)7m,MTP1,Sept2024, 4)a)6m,MTP2,Dec2023, 

4)a)6m,June2023, RTP,June2020 

Ans - If the seller commits a breach of contract, the buyer gets the following rights against 

the seller:  

1. Damages for non-delivery [Section 57]: Where the seller wrongfully neglects or refuses to 

deliver the goods to the buyer, the buyer may sue the seller for damages for non-delivery. 

2. Suit for specific performance (Section 58): Where the seller commits of breach of the 

contract of sale, the buyer can appeal to the court for specific performance. The court can 

order for specific performance only when the goods are ascertained or specific. 

3. Suit for breach of warranty (section 59): Where there is breach of warranty on the part of 

the seller, or where the buyer elects to treat breach of condition as breach of warranty, the 

buyer is not entitled to reject the goods only on the basis of such breach of warranty. But he 

may –  

(i) set up against the seller the breach of warranty in diminution or extinction of the price; or 

(ii) sue the seller for damages for breach of warranty. 

4. Repudiation of contract before due date (Section 60): Where either party to a contract of 

sale repudiates the contract before the date of delivery, the other may either treat the 

contract as subsisting and wait till the date of delivery, or he may treat the contract as 

rescinded and sue for damages for the breach. 

5. Suit for interest: Nothing in this Act shall affect the right of the seller or the buyer to 

recover interest or special damages, in any case where by law interest or special damages may be 

recoverable, or to recover the money paid where the consideration for the payment of it has 

failed.  

In the absence of a contract to the contrary, the court may award interest at such rate as it 

thinks fit on the amount of the price to the buyer in a suit by him for the refund of the price in 

a case of a breach of the contract on the part of the seller from the date on which the payment 

was made. 

 

08 - What are the rights of an unpaid seller against goods under the Sale of Goods Act, 

1930?             4)a)6m,Dec2019 
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Ans - Rights of an unpaid seller against the goods: As per the provisions of Section 46 of the 

Sale of Goods Act, 1930, notwithstanding that the property in the goods may have passed to the 

buyer, the unpaid seller of goods, as such, has by implication of law-  

(a) a lien on the goods for the price while he is in possession of them; 

(b) in case of the insolvency of the buyer, a right of stopping the goods in transit after he has 

parted with the possession of them; 

(c) a right of re-sale as limited by this Act. [Sub-section (1)]  

Where the property in goods has not passed to the buyer, the unpaid seller has, in addition to 

his other remedies, a right of withholding delivery similar to and co-extensive with his rights of 

lien and stoppage in transit where the property has passed to the buyer. [Sub-section (2)] 

These rights can be exercised by the unpaid seller in the following circumstances:  

(i) Right of lien (Section 47): According to sub-section (1), the unpaid seller of goods who is in 

possession of them is entitled to retain possession of them until payment or tender of the price 

in the following cases, namely:-  

(a) where the goods have been sold without any stipulation as to credit; 

(b) where the goods have been sold on credit, but the term of credit has expired; 

(c) where the buyer becomes insolvent.  

(ii) Right of stoppage in transit (Section 50): When the buyer of goods becomes insolvent, the 

unpaid seller who has parted with the possession of the goods has the right of stopping them in 

transit, that is to say, he may resume possession of the goods as long as they are in the course 

of transit, and may retain them until paid or tendered price of the goods.  

(iii) Right to re-sell the goods (Section 54): The unpaid seller can exercise the right to re-sell 

the goods under the following conditions:  

1. Where the goods are of a perishable nature  

2. Where he gives notice to the buyer of his intention to re-sell the goods 

3. Where an unpaid seller who has exercised his right of lien or stoppage in transit resells the 

goods 

4. A re-sale by the seller where a right of re-sale is expressly reserved in a contract of sale 

5. Where the property in goods has not passed to the buyer 
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07 - Suraj sold his car to Sohan for ` 75,000. After inspection and satisfaction, Sohan 

paid ` 25,000 and took possession of the car and promised to pay the remaining amount 

within a month. Later on Sohan refuses to give the remaining amount on the ground that 

the car was not in a good condition. Advise Suraj as to what remedy is available to him 

against Sohan.      RTP,Sept2024, RTP,Dec2020, RTP,Dec2019, ICAI Module 

Ans - As per the section 55 of the Sale of Goods Act, 1930 an unpaid seller has a right to 

institute a suit for price against the buyer personally. The said Section lays down that  

(i) Where under a contract of sale the property in the goods has passed to buyer and the buyer 

wrongfully neglects or refuses to pay for the goods, the seller may sue him for the price of the 

goods [Section 55(1)].  

(ii) Where under a contract of sale the price is payable on a certain day irrespective of delivery 

and the buyer wrongfully neglects or refuses to pay such price, the seller may sue him for the 

price. It makes no difference even if the property in the goods has not passed and the goods 

have not been appropriated to the contract [Section 55(2)].  

This problem is based on above provisions. Hence, Suraj will succeed against Sohan for recovery 

of the remaining amount. Apart from this Suraj is also entitled to:-  

(1) Interest on the remaining amount  

(2) Interest during the pendency of the suit.  

(3) Costs of the proceedings. 

 

06 - Ram sells 200 bales of cloth to Shyam and sends 100 bales by lorry and 100 bales by 

Railway. Shyam receives delivery of 100 bales sent by lorry, but before he receives the 

delivery of the bales sent by railway, he becomes bankrupt. Ram being still unpaid, stops 

the goods in transit. The official receiver, on Shyam’s insolvency claims the goods. Decide 

the case with reference to the provisions of the Sale of Goods Act, 1930.  

5)a)i)4m,MDTP3,8, Sim,5)a)ii)3m,MDTP1, 5)a)i)4m,MTP2,Jan2025, RTP,Jan2025, 

5)a)i)4mMTP2,June2024, Sim,5)a)ii)3m,MTP1,June2023, RTP,Dec2023, RTP,June2019, 

ICAI Module 

    OR 

A, who is an agent of a buyer, had obtained the goods from the Railway Authorities and 

loaded the goods on his truck. In the meantime, the Railway Authorities received a notice 

from B, the seller for stopping the goods in transit as the buyer has become insolvent. 
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Referring to the provisions of Sale of Goods Act, 1930, decide whether the Railway 

Authorities can stop the goods in transit as instructed by the seller?  

            5)a)6m,MTP1,Dec2020, ICAI Module 

Ans - Right of stoppage of goods in transit: The problem is based on section 50 of the Sale 

of Goods Act,1930 dealing with the right of stoppage of the goods in transit available to an 

unpaid seller. The section states that the right is exercisable by the seller only if the following 

conditions are fulfilled.  

(i) The seller must be unpaid 

(ii) He must have parted with the possession of goods 

(iii) The goods must be in transit  

(iv) The buyer must have become insolvent  

(v) The right is subject to the provisions of the Act.  

Applying the provisions to the given case, Ram being still unpaid, can stop the 100 bales of cloth 

sent by railway as these goods are still in transit. 

     OR 

In the given case A, who is an agent of the buyer, had obtained the goods from the railway 

authorities and loaded the goods on his truck. After this, the railway authorities received a 

notice from the seller B to stop the goods as the buyer had become insolvent.  

According to the Sales of Goods Act, 1930, the railway authorities cannot stop the goods 

because the goods are not in transit. A who has loaded the goods on his truck is the agent of the 

buyer. That means railway authorities have given the possession of the goods to the buyer. The 

transit comes to an end when the buyer or his agent takes the possession of the goods. 

 

05 - Explain the provisions of law relating to unpaid seller’s ‘right of lien’ and distinguish it 

from the “right of stoppage the goods in transit”.  

     4)a)6m,MTP2,June2021, 4)a)6m,MTP1,Dec2019, 4)a)6m,MTP2,Dec2018, RTP,Dec2018 

Ans - Right of lien of an unpaid seller  

The legal provisions regarding the right of lien of an unpaid seller has been stated from Sections 

47 to 49 of the Sale of Goods Act, 1930 which may be enumerated as follows:  
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(i) According to Section 47, the unpaid seller of the goods who is in possession of them is 

entitled to retain possession of them until payment or tender of the price in the following 

cases namely:  

(a) where the goods have been sold without any stipulation as to credit.  

(b) where the goods have been sold on credit, but the term of credit has expired; or  

(c) where the buyer becomes insolvent.  

The seller may exercise his right of lien not withstanding that he is in possession of the goods as 

agent or bailee for the buyer.  

(ii) Section 48 states that where an unpaid seller has made part delivery of the goods, he may 

exercise his right of lien on the remainder, unless such part delivery has been made under such 

circumstances as to show an agreement to waive the lien. 

(iii) According to Section 49 the unpaid seller loses his lien on goods:  

(a) when he delivers the goods to a carrier or other bailee for the purpose of transmission to the 

buyer without reserving the right of disposal of the goods.  

(b) when the buyer or his agent lawfully obtains possession of the goods; 

(c) by waiver thereof.  

The unpaid seller of the goods, having a lien thereon, does not lose his lien by reason only that he 

has obtained a decree to the price of the goods.  

Right of lien and Right to stoppage the goods in transit; distinction:  

(i) The essence of a right of lien is to retain possession whereas the right of stoppage in transit 

is right to regain possession. 

(ii) Seller should be in possession of goods under lien while in stoppage in transit (i) Seller should 

have parted with the possession (ii) possession should be with a carrier and (iii) Buyer has not 

acquired the possession. 

(iii) Right of lien can be exercised even when the buyer is not insolvent, but it is not the case 

with right of stoppage in transit.  

(iv) Right of stoppage in transit begins when the right of lien ends. Thus, the end of the right of 

lien is the starting point of the right of stoppage the goods in transit. 

 

04 - Referring to the provisions of the Sale of Goods Act, 1930, state the rules provided 

to regulate the “Sale by Auction.”              RTP,Dec2018 
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Ans - Rules of Auction sale: Section 64 of the Sale of Goods Act, 1930 provides following 

rules to regulate the sale by auction:  

(a) Where goods are sold in lots: Where goods are put up for sale in lots, each lot is prima 

facie deemed to be subject of a separate contract of sale. 

 (b) Completion of the contract of sale: The sale is complete when the auctioneer announces its 

completion by the fall of hammer or in any other customary manner and until such announcement 

is made, any bidder may retract from his bid.  

(c) Right to bid may be reserved: Right to bid may be reserved expressly by or on behalf of 

the seller and where such a right is expressly reserved, but not otherwise, the seller or any one 

person on his behalf may bid at the auction.  

(d) Where the sale is not notified by the seller: Where the sale is not notified to be subject 

to a right to bid on behalf of the seller, it shall not be lawful for the seller to bid himself or to 

employ any person to bid at such sale, or for the auctioneer knowingly to take any bid from the 

seller or any such person; and any sale contravening this rule may be treated as fraudulent by 

the buyer.  

(e) Reserved price: The sale may be notified to be subject to a reserve or upset price; and  

(f) Pretended bidding: If the seller makes use of pretended bidding to raise the price, the sale 

is voidable at the option of the buyer. 

 

03 - Mr. D sold some goods to Mr. E for ` 5,00,000 on 15 days credit. Mr. D delivered 

the goods. On due date Mr. E refused to pay for it. State the position and rights of Mr. 

D as per the Sale of Goods Act, 1930.  

       5)a)6M,MTP2,June2019, 5)a)6m,June2018, ICAI Module 

Ans - Position of Mr. D: Mr. D sold some goods to Mr. E for ` 5,00,000 on 15 days credit. Mr. 

D delivered the goods. On due date Mr. E refused to pay for it. So, Mr. D is an unpaid seller as 

according to section 45(1) of the Sale of Goods Act,1930 the seller of goods is deemed to be an 

‘Unpaid Seller’ when the whole of the price has not been paid or tendered and the seller had an 

immediate right of action for the price.  

Rights of Mr. D: As the goods have parted away from Mr. D, therefore, Mr. D cannot exercise 

the right against the goods, he can only exercise his rights against the buyer i.e. Mr. E which are 

as under:  

(i) Suit for price (Section 55) In the mentioned contract of sale, the price is payable after 15 

days and Mr. E refuses to pay such price, Mr. D may sue Mr. E for the price. 
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(ii) Suit for damages for non-acceptance (Section 56): Mr. D may sue Mr. E for damages for 

non-acceptance if Mr. E wrongfully neglects or refuses to accept and pay for the goods. As 

regards measure of damages, Section 73 of the Indian Contract Act, 1872 applies. 

(iii) Suit for interest [Section 61]: If there is no specific agreement between the Mr. D and 

Mr. E as to interest on the price of the goods from the date on which payment becomes due, Mr. 

D may charge interest on the price when it becomes due from such day as he may notify to Mr. 

E. 

 

02 – Describe the term “unpaid seller” under the Sale of Goods Act, 1930? When can an 

unpaid seller exercise the right of stoppage of goods in transit?  

         4)a)6m,MTP1,June2019, RTP,June2018 

Ans - Unpaid Seller : According to Section 45 of the Sale of Goods Act, 1930 the seller of 

goods is deemed to be an ‘Unpaid Seller’ when-  

(a) the whole of the price has not been paid or tendered.  

(b) a bill of exchange or other negotiable instrument has been received as conditional payment, 

and it has been dishonoured. 

Right of stoppage of goods in transit  

When the unpaid seller has parted with the goods to a carrier and the buyer has become 

insolvent, he can exercise this right by asking the carrier to return the goods back, or not to 

deliver the goods to the buyer.  

However, the right of stoppage in transit is exercised only when the following conditions are 

fulfilled:  

(a) The seller must be unpaid.  

(b) The seller must have parted with the possession of goods.  

(c) The goods must be in the course of transit.  

(d) The buyer must have become insolvent.  

(e) The right is subject to provisions of the Act. 

 

01 - J sold a machine to K. K gave a cheque for the payment. The cheque was dishonoured. 

But J handed over a delivery order to K. K sold the goods to R on the basis of the delivery 
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order. J wanted to exercise his right of lien on the goods. Can he do so under the 

provisions of the Sale of Goods Act, 1930?       ICAI Module 

Ans - The right of lien and stoppage in transit are meant to protect the seller. These will not be 

affected even when the buyer has made a transaction of his own goods which were with the 

seller under lien. But under two exceptional cases these rights of the seller are affected:-  

(i) When the buyer has made the transaction with the consent of the seller 

(ii) When the buyer has made the transaction on the basis of documents of title such as bill of 

lading, railway receipt or a delivery order etc.  

In the given case, J has sold the machine to K and K gave a cheque for the payment. But the 

cheque was dishonoured that means J, the seller is an unpaid seller. So, he is entitled to exercise 

the right of lien, but according to section 53(1) his right of lien is defeated because he has given 

the document of title to the buyer and the buyer has made a transaction of sale on the basis of 

this document. So, R who has purchased the machine from K can demand the delivery of the 

machine. 

 

---------------------------------------------------xxx----------------------------------------------------- 
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