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'Implied terms may be divided into three main? groups. The first consists of terms implied in
fact, that is, terms which were not expressly set out in the contract, but which the parties must
have intended to include. The second consists of terms implied in law, that is, terms imported
by operation of law, although the parties may not have intended to include them. The third
consists of terms implied by custom.

" For example, in one case a vendor of land undertook that, if he later sold certain adjoining
land, he would give the purchaser the "first refusal" of it. A term was implied to prevent the
vendor from defeating the purchaser's expectation by disposing of the land to a third party by

way of gift-
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' A custom which is "reasonable" binds both parties, whether they knew of it or not
(Reynolds v Smith (Y A3Y)).

" It is sometimes said that the incorporation of custom into a contract is based on the
presumed intention of the parties,but this is a some what unrealistic view.
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