Additional Questions

1. What are the requirements for apparent authority?

There are three requirements: (i) a representation made by the principal to the third party; (ii) reliance on that representation by the third party; and (iii) an alteration of the position of the third party resulting from the reliance

2. How can a principal ratify a contract entered into by an agent who has exceeded their authority?

In order to ratify a contract (i) the agent must contract as agent; (ii) the principal must have had capacity at the time of the contract; (iii) the contract must be capable of ratification; (iv) ratification is of the whole contract within a reasonable time; and (v) the principal knew of the material facts or intended to ratify them whatever they were.

3. What is the cause of action against the agent by the third party when the agent exceeds their authority?

.

Breach of warranty of authority.

4.  ABC Ltd is in need of replacement office furniture. The company sent Dee, the office manager, to a local office furniture exhibition with instructions to buy suitable furniture at a price not exceeding £5,000. At the exhibition, Dee finds the only type of furniture she considers suitable. She agrees with the saleswoman to buy the furniture for £7,000, with delivery to be in a week's time.

On delivering the furniture and invoicing the company, ABC refuses to accept delivery or to pay for the goods, claiming that Dee was not authorised.

Advise ABC whether it is bound to pay the £7,000.

Whether the company is bound to pay for the furniture depends on whether Dee had authority to enter into the contract. Although Dee has acted outside her actual express authority, it is possible that she might have acted with some other type of authority, such as actual implied, usual or apparent authority. It appears that, given her position of office manager, she has acted within the scope of usual authority as she did something that came within the usual powers of an office manager.

