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CLA 1503 - ASSIGNMENT QIUESTIONS 
Chapter 20   -    Law of Agency 

 
 
Question 1 
The following is not one of the duties of an agent: 

 
1 He must act in the interest of his principal 
2 He is obliged to follow his instructions 
3 He must account properly 
4 He must compensate his principal for any damages 

suffered  
 
Question 2 

 
Bongane concludes an agreement in his own name with 
Sizwe without informing Sizwe that he is acting as Alice’s 
agent.  Sizwe is unaware of Alice’s existence 
  
Which one of the following statements is correct? 

1 Alice is an undisclosed principal and may come to 
the fore and claim that Sizwe is liable to her 

2 Sizwe may cancel the contract as soon as he 
becomes aware of Alice’s existence 

3 Sizwe will be liable to Alice only if Alice ratifies the 
agreement 

4  If Alice comes to the fore, Sizwe is liable only to 
Bongane because he was not aware of Alice’s 
existence at the time of conclusion of the contract 

 
Question 3 

Jane wishes to buy a computer from Jake, but knows that he 
will not sell it to her. She convinces Jake that she is acting as 
Bob’s agent.  Jake sells the computer to Jane and debit’s 
Bob’s account. Bob denies liability. 
  
Which one of the following statements is correct? 

1 Jake will be able to rely on estoppel to hold Bob 
liable 

2 Bob is delictually liable to Jake 
3 Jane is delictually liable to Jake 
4 If Bob ratifies the transaction, Jake will be able to 

hold Jane liable 
 
Question 4 

 
Which of the following is not a method of establishing 

representative capacity? 
  
1 A principle ratifies the transaction after it was 

concluded 
2 The agent acts for an undisclosed principal 
3 The principal culpably creates a false impression 

that the agent has the authority to act on his behalf. 
4 A principal expressly authorizes an agent 
 
Question 5 
 

Derick advertises a boat sale in a junkmail.  Hannes, 
claiming to act as an agent for Jack, a non-existent person, 
calls Derick and tells him he is interested, but that J cannot 
afford the price. Derick agrees to lower the price by R5 000. 
In fact, Hannes wants to buy the boat himself. 
 
Which is the correct statement? 

1 A valid contract of sale comes into existence 
between Derick and Jack. 

2 A valid contract of sale comes into existence 
between Derick and Hannes. 

3 No valid contract comes into existence. 
4 In terms of the doctrine of the undisclosed principal, 

Hannes may incur personal liability 
 
Question 6 

Under which of these circumstances can an agent incur 
personal liability? 
A When the agent does not account properly.  
B When the agent has an implied warranty of 

authority. 

 C When the agent makes secret profits.  
 
Question 7 

Which of the following breaches the duty of good faith in law 
of agency: 
A Secret profits and conflict if interest. 

B Secret profits and the doctrine of the undisclosed 
principal. 

C Secret profits and the incurring of liability of the 
principal.   

 
Question 8 

Ratification is one way in which the lack of an agent’s 
representative capacity can be corrected 
 
Which one of the following statements is correct? 
1. Ratification can be express or tacit 

2. Ratification is a bilateral juristic act. 
3. Ratification operates retroactively from the moment 

the agreement concerned was concluded between 
the agent and the principal. (pg 282) 

4. There is no need for a person who ratifies to have 
knowledge of the particular juristic act which is 
being ratified. 

 
Question 9 
Which one of the following statements is correct? 

1. A representative can act for a principal who does 
not exist.  (pg 283) 

2. The identity of the principal does not necessarily 
have to be made known by the representative. 

3. In the case where the third party knows that the rep 
is acting on behalf of a principal but does not know 
who the principal is, the principal is known as an 
“undisclosed principal”/ 

4 The terms “unnamed principal” and “undisclosed 
principal” have the same meaning and need not be 
distinguished from each other. (pg 283) 

 
Question 10 

Abe, acting as agent for C, concludes a written  
contract of sale with P. In terms of the contract of sale,  
C agrees to Buy P’s house for R 120 000.  
 

Which of the following statements is correct? 
 
1. There is a valid contract of sale between A & P 
2. The is a valid contract of Sale between C & A 
3. There is no valid contract of sale, because one 

person cannot conclude a contract on behalf of 
another 

4. There is a valid contract of sale between C & P 
 

 
Question 11 
 

In which of the following relationships does  
representative capacity come about by agreement? 
 
1. Guardian & Minor 
2 Director & Company 
3, Curator & Insane person 
4. Farmer & Auctioneer 
 
Question 12 
 

S instructs K to negotiate with M for the purchase of  
M’s property for an amount of R 200 000. 2 days  
later K reports to S that M will not sell for less than R  
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300 000. S later learns that K has bought the  
land for himself for R 150 000. 
 
Which of the following statements is correct? 
 
1. K has exceeded his authority by purchasing the 

land for himself 
2. S may ratify the sale of the land by M to K 
3.  S may sue K for breach of good Faith. 

 
Question 13 

In which of the following cases will the agent not incur 
personal liability? 
  
1 The agent specifically warrants that he has the 

necessary authority 
2 The agent acts for an undisclosed principal 
3 The agent acts under a  false impression, 

created by the principal, that he has  authority  

4 The agent tacitly warrants that he has the required 
authority 

 
Question 14 

 
Choose one of the options provided below to complete  
the sentence correctly. 
 
There is a fiduciary relationship between the Principal  
and his agent. As a result of this relationship  
the agent owes the principal a duty of good faith. 
 
This duty of good Faith entails that the agent………….. 
 
1. Must keep his property separate from that of the 

principal. 
2. May not misuse confidential information until the 

agency relationship has been terminated. 
3. Must act with high degree of care & skill 
4. Must disclose to the principal any profit 

resulting from the relationship with the 
principal. 

 
QUESTION 15 

K and S , an estate agent, enter into a contract in terms of 
which S undertakes to sell a poultry farm on behalf of K.  
They agree that if S succeeds in selling the property, K will 
pay him seven percent of the selling price as commission. 
Their contract also provides that K will not be liable for 
expenses incurred in the execution of the task. Because of 
Financial problems, S’s estate is sequestrated BEFORE the 
property is sold. 
Which one of the following statements is correct? 
 
1. There will be no need For K to Pay S commission, if S 

sells the farm, since a contract of mandate is a 
gratuitous undertaking to perform a task. (must pay) 

2. The contract between K & S is invalid, since it excludes 
Khomotso’s liability for expenses incurred during the 
execution of the task.  ?? (Must) 

3. The contract between K & S is terminated when S’s 
estate is sequestrated. (only if P’s- the principal) 

4. K may only revoke their contract for a legally acceptable 
reason, otherwise the revocation itself may amount to 

breach of contract. 
(property sale has not been concluded  if authorized, not 
been cancelled by the agent—May not) 

 
 
 
QUESTION 16 
 

Under Which one of the following circumstances will an 
agent NOT incur personal liability? 
 

1. He or she expressly warrants that he has the necessary 
representative capacity to conclude an agreement with a 
third party, when in fact he or she does not have such 
capacity. 

2. He intentionally misrepresents that he or she has 
authority to conclude an agreement on behalf of his 
principal, when in fact he does not have such authority. 

3. He discloses that he acts on behalf of a principal, but 
fails to disclose the identity of the principal. 

4. His conduct and circumstances clearly indicate that he 
tacitly warrants that he has the necessary representative 
capacity, when in fact he does not have such capacity. 

 
QUESTION 17 

The authority of an Agent can be terminated in  
different ways. 
 
In which ONE of the following instances will Max still  
possess authority after the occurrence of the event? 
 
1. Max is authorized to act on behalf of his employer. His 

employment is terminated for misconduct 
2. J, authorizes M to use her tuck shop till end of 2008. The 

year 2008 has come to an end. 
3. M, is the guardian of G, a 12 year old boy. G turns 13. 
4. The house which M was authorized to sell , is destroyed 

by fire. 
 
QUESTION 18 

 
Which ONE of the following is NOT a requirement for 
estoppel. 
 
1. The third party must have acted to his detriment on the 

basis of the representation 
2. The third party must have known that the agent was not 

authorized to conclude juristic acts 
3. The principal must have represented to the third party 

that the agent had authority to act on his behalf 
4. The representation must have been of such a nature 

that it could reasonably have been expected that the 
third party would be misled. 

 
QUESTION 19 

Which ONE of the options provided below will complete the 
following sentence CORRECTLY? 
 
Where an agent contracts on behalf of a principal, the law of 
agency provides that a legal relationship comes into being 
between…. 

1.  The Representative and the third party 
2. The Principal and the Third party 

3. The principal and the representative. 
 
QUESTION 20  (NOT SURE!!!) 

Consider the following acts or events:     ' 

A     the raising of estoppel    
B     the insolvency of the principal who granted 
        authority  

C     ratification of the juristic act by the principal. 
 

D   the dismissal of the employee (representative) by the  
     employer (principal) as a result of misconduct. 

 
Which of the above acts or events will result in the 
restriction or termination of authority to act as an agent. 
 
1. A,B,C and D 
2. Only B & D 

3. Only A & D 
4. Only B & C 
5. Only A & C 
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QUESTION 21 
 

William Wealth resides in Gauteng and wishes to build a 
holiday home on a stand he owns at Richman's Bay. He 
appoints Bright Barry as agent to arrange for the building of 
the house on his behalf.                                   

Which ONE of the following actions may Bright Barry take in 
his capacity as agent? 

1 He may appoint an architect to draw up the building 
plans without informing the architect  that he, Bright 
Barry, is acting on behalf of someone else.- 

2.    He may appojnt_a_builder who, in his opinion, will 
       do the best work at the most reasonable price. 

 

3. He may come to an arrangement with the builder that 

 the builder will purchase all the required building 
materials from BB Building Supplies CC of which Bright 
Barry is the only member,  

4. He may appoint Sparkling Pools to build a pool next to 
the house. 

 
 

 

QUESTION 23 
 

Which ONE of the options provided below will 
complete the following sentence CORRECTLY? 

Where a representative contracts on behalf of a 
principal, the law of agency provides that a legal 

relationship comes into being between. 

 

1. The representative and the third party 

2. the principal and the third party 

3. the principal and the representative                                                         
 

 

 

 QUESTION 24 

 
Which ONE of the following is a. method of 
establishing representative capacity? 
 
1. The agent expressly authorises the principal 

2. The principal repudiates the transaction after il was 
concluded 

3. The principal culpably creates the false 
impression that the agent has the authority to 
act on his or her behalf 

4. The agent acts for an undisclosed principal 
 
QUESTION 25 

 
 
QUESTION 26 

In which ONE of the following relationships is the 
authority of the agent NOT implied by law, but 
dependent on the consent of the principal? 

1. estate agent and seller 

2. guardian and minor 

3. director and company 

4. curator and insane person 

 
QUESTION 27 

Which ONE of the options below will complete the 
following sentence CORRECTLY? 

The person on whose behalf a juristic act is performed 

is called... 
 

1. a mandatary 
2. a mandatory 
3. a principal 

4. a representtative 
 
QUESTION 28 

 
Brian imports olive oil to South Africa Brian authorises 
Jack to buy olive oil on his behalf. The first time Jack 
goes overseas to purchase olive oil. he notices that 
dates are very cheap and realises that Brian could 
make a large profit by selling dates in South Africa He 
buys a shipload of dates on behalf of Brian. 
 

Which ONE of the following statements is CORRECT? 
 
1. Brian will not be liable for payment of the purchase 

price of the dates, since Jack acted outside the 
scope of his authority when he bought the dates 

2. Brian will be liable for payment of the purchase 
price of the dates, since he falsely created the .    
impression that Jack had authority to act on his 
behalf. 

3. Jack will he personally liable for payment of 
the purchase price of the dates, because he 
(Jack) 
falsely created the impression that he had the 
necessary authority to buy the dates 

4. Brian will be liable for payment of the purchase 
price, but he will have a right of recourse against 
Jack for the payment of the purchase price 

 

 


