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GAUTENG DEPARTMENT OF EDUCATION

SENIOR CERTIFICATE EXAMINATION

MERCANTILE LAW SG

TIME:  3 hours

MARKS:  300


INSTRUCTIONS:

· Answer ANY SIX questions.

· Use the mark allocation as a guide to the length of each answer.

· Please ensure that your answers are neatly and systematically set out.

· If you answer more than the required SIX questions, ONLY the first SIX questions will be marked.  All work which you do not want to be marked, must be distinctly crossed out.




QUESTION 1

PARTNERSHIPS


1.1
Explain the obligation of good faith by the partner to his co-partners and to the


business emanating from the obligation to be accountable.
(8)

1.2
Name FOUR mutual rights of the partners in a partnership.
(8)

1.3
What is the meaning of legality of the business in the case of partnerships?
(4)

1.4 Write down the numbers 1.4.1 – 1.4.3 in your answer book.  Alongside each number write down the missing word(s) to complete the following statements.

1.4.1
Partners are jointly and ______ liable for all debts of the partnership.

1.4.2 Partnerships consist of a minimum of ______ and a maximum of _____

partners.

1.4.3
The aim of the partnership is to make a _______.
(8)

1.5
Discuss a partner’s right to compensation in the partnership.
(8)

1.6
List FOUR kinds of partners that  may be found in a partnership.
(4)

1.7
State any FIVE reasons for the dissolution of partnerships.
(10)

[50]

QUESTION 2

THE COMPANIES ACT

2.1 Explain the Memorandum of association under the following headings:

2.1.1
Definition

2.1.2 Content

2.1.3 Signing
(4)

(6)

(6)

2.2
Tabulate FOUR differences between a private company and a public 
company.
(8)

2.3
Explain briefly what you understand by the phrase inspection of a member’s 
register.
(8)

2.4
Name FIVE documents / registers that must be kept at the registered office.
(10)

2.5 Indicate whether each of the following statements is TRUE or FALSE.  If the statement is FALSE, provide the correct answer to the underlined words.

2.5.1
The articles of association is an invitation to the public to buy shares in 
the company.

2.5.2
The estates of the shareholders are separated from the company estates.


2.5.3
A company without share capital is a company limited by guarantee.
(8)

[50]

QUESTION 3

CLOSE CORPORATION / NEGOTIABLE INSTRUMENTS

3.1
Briefly define close corporation as a form of ownership.

3.2
Name TWO documents that must be submitted to the registrar of close 
corporations.

3.3
State FIVE mutual obligations of members of a close corporation.


(4)

(4)

(10)



3.4
List TWO ways in which the dissolution of a close corporation can be effected.

3.5
Describe TWO kinds of alterations that can be made to a cheque.

3.6
Describe the crossing of cheques under the following headings:

3.6.1 The meaning of crossing


3.6.2
TWO types of crossing

3.7
State FOUR instances where a bank may refuse to honour a cheque.
(4)

(8)

(4)

(8)

(8)

[50]

QUESTION 4

LEASE OF IMMOVABLE PROPERTY

4.1 Before a lease is concluded and becomes legally enforceable, the parties must 

agree on certain aspects.  Name these THREE aspects fully.

4.2
Name THREE measures of legal redress available to a tenant in cases where a landlord fails to effect the necessary repairs to the leased property.
(6)

(6)

4.3
Explain each of the following terms:

4.3.1 Reasonable rent

4.3.2 Statutory tenant

4.3.3 Subletting

4.3.4 Insolvency of landlord
(4)

(4)

(4)

(6)

4.4
Choose the correct term and write ONLY the term next to the correct question 
number.

4.4.1
If the lessor of property sells that property before the lease has expired, the tenant may not be prejudiced.  (Hire goes before sale/insolvency)

4.4.2
Stipulates that the landlord may terminate the lease should the tenant fail to pay his rent.  (Foreclosure/forfeiture clause)
(4)

4.5
Name THREE implied duties of the tenant.
(6)

4.6
State FIVE ways in which a contract of lease may be terminated.
(10)

[50]

QUESTION 5

AGENCIES

5.1
Name FOUR ways in which an agreement between a principal and an agent may be formed.
(8)

5.2
State FOUR cases where the agent requires a written authority in an agent’s 
contract.
(8)

5.3
Explain the principal’s duty for the payment of promised commission to the 
agent according to the agreement.
(8)

5.4
As a rule, the agent may not appoint another person to perform the mandate 
which he has undertaken.  Name, in full sentences, TWO exceptions to this 
rule.
(4)

5.5 State the type of agent that is referred to in the following statements:


5.5.1
A person who undertakes to sell goods for his principal and guarantees



that the third parties with whom he concludes contracts, will meet their 


obligations.

5.5.2 Goods are entrusted to him and placed under his control.


5.5.3
A person who sells movable or immovable goods by public auction on a 


commission basis.


5.5.4
A person who sells and purchases immovable property, or hires and lets 
immovable property
(8)

5.6
What do you understand by the term Negotiorum Gestor?
(4)

5.7
List FIVE ways in which a contract of an agency may be terminated.
(10)

[50]

QUESTION 6

PLEDGES AND MORTGAGES

6.1 Name FOUR duties of the pledgee.

6.2 State TWO special clauses which appear in a mortgage bond.

6.3 List FOUR implied pledges (rights) by operation of law.


(8)

(4)

(8)

6.4
Match the descriptions listed in Column B with the correct terms listed in Column A.  
Write down ONLY the number of each term in Column A and next to it the letter of the 
appropriate answer from Column B.

COLUMN A
COLUMN B

6.4.1
Covering bond

6.4.2 Kustingbrief

6.4.3 Express mortgages

6.4.4 Mortgages

6.4.5 Legal mortgages

6.4.6
Pledges
A.
Attaches the property in execution of a 
court decision
B.
Obtains the right over the immovable 
property of another
C.
Granted by a buyer of immovable 
property when he does not possess 
sufficient capital
D.
Is the most common form of mortgages 
on immovable property

E.
Obtains a right over the movable 
property of another person
F.
A bond covering a future advance

(12)

6.5
Explain the formalities which must be complied with at the formation of pledges.
(8)

6.6
Name in full sentences FIVE ways of terminating mortgages and pledges.
(10)

[50]

QUESTION 7

INSOLVENCY

7.1 Define the following terms or concepts fully:

7.1.1
Provisional sequestration

7.1.2 Serving of a rule nisi
7.1.3 Statement of affairs

7.1.4 Insolvency

7.1.5 Rehabilitation
(4)

(4)

(4)

(4)

(4)

7.2
State whether the following statements are TRUE or FALSE.  If the statement 
is FALSE, provide the correct answer for the underlined word(s).

7.2.1 Sequestration is the process whereby, on the order of a court, all the insolvent’s assets are taken away.

7.2.2 In the case of movable property, mortgages are a form of security.
7.2.3
The election of the trustee (curator) must be confirmed by the Registrar, 
before he can be appointed.

7.2.4
If a debtor leaves South Africa with the intention of evading the payment of 
his debts, he commits an act of rehabilitation.
7.2.5
Liquidation is where the insolvent’s assets are sold in order to pay the 
creditors.
(14)

7.3
Explain the distribution of the free residue of an insolvent estate.
(8)

7.4
Describe in full sentences FOUR duties of the trustee (curator) of an insolvent 
estate.
(8)

[50]

QUESTION 8

LIENS / SURETYSHIP

8.1 Match the meanings in Column B with their terms in Column A.  Write down 


8.1.1 – 8.1.4 in your answer book and alongside write only the corresponding letter from 
Column B.

COLUMN A
COLUMN B

8.1.1
Debtor and creditor lien

8.1.2
Salvage lien

8.1.3
Improvement lien

8.1.4
Enrichment lien
A.
Expenses which have been incurred 
bona fide and which have enriched the 
owner.

B.
Money or labour expended with the 
express or implied consent of the owner.

C.
Where it has been absolutely essential 
for the maintenance or preservation of 
the property.

D.
Without consent, and the market value 
of the property is improved.



(8)
8.2
The law will only acknowledge an enrichment lien if TWO conditions are 
complied with.  Write down in full sentences these TWO conditions.
(4)

8.3
Explain in full the part played by possession in liens.  Refer to the TWO 
requirements, as well as the cases in which the holder will not lose this lien.
(12)

8.4
Write down the numbers 8.4.1 – 8.4.4 in your answer book.  Alongside each 
number write down the term which completes the following statements.

8.4.1
Suretyship is an agreement between the surety and the 

.

8.4.2
All contracts of suretyship must be drawn up in 
________ .

8.4.3
The surety may stand surety for a lesser amount than the 

.

8.4.4
A _______ for a minor is liable for the debt of the minor.
(8)

8.5
Briefly discuss the following rights which a surety has over a creditor:

8.5.1
Benefit of division

8.5.2 Benefit of cession of action


8.5.3
Benefit of excussion
(6)

(6)

(6)

[50]

QUESTION 9

WILLS

9.1
State whether the following statements are TRUE or FALSE.  If the statement is 
FALSE, provide a reason for your answer.

9.1.1
Any changes in a will must be signed by the testator and witness.

9.1.2
Witnesses to a will may benefit from a will.


9.1.3
A reciprocal will is a schedule or annexure to an existing will, which is 

made to augment or to amend.
(10)

9.2
Explain the appointment of the executor by the testator and master.
(10)

9.3
State TWO methods of revocation of a will, with examples, which can be used 
by the testator.
(4)

9.4
State FIVE formalities which must be complied with when drafting a will.
(10)




9.5
Discuss the following fully:

9.5.1 Persons capable of making a will


9.5.2
Persons able to act as witness to a will
(8)

(8)

[50]
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