

LAW OF AGENCY

Definition

“An ‘Agent’ is a person employed to do any act for another or to represent another in dealings with third persons.” 

The person for whom such act is done, or who is so represented, is called the Principal. P appoints X to buy 50 bales of cotton on his behalf. P is the Principal and X is his Agent. The relationship between P and X is called Agency.

Different Classes of Agents

The relationship between the principal and agent and the extent of the authority of the latter are maters to be determined by agreement of the parties.

Some of the particular kinds of agency-contracts, together with their legal incidents are described below:

1. Broker

A broker is one who brings buyers and sellers into contract with one another.

2. Factor 

A factor is a mercantile agent with whom goods are kept for sale.

3. A Commission Agent

A commission agent is one who secures buyers for a seller of goods and seller for a buyer of goods in return for a commission on the sale.

4. Auctioneer

An auctioneer is one who is authorized to sell goods of his principal by auction.

5. A Del Credere Agent 

A del credere agent is one who, for extra remuneration, guarantees the performance of the contract by the other party.

6. General Agent and Particular Agent

A general agent is one who represents the principal in all matters concerning a particular business.

Methods of Creating Agency

Agency my be created in any one of the following ways:

1. Agency by Express Agreement

A contract of agency may be created by express agreement. The agreement may be either oral or written.

2. Agency by Implied Agreement

An agency agreement may be implied under certain circumstances from the conduct of the parties or the relationship between them.

3. Agency by Estoppel or by Holding Out

Agency may be created by estoppel. When a man has by his conduct or statements induced others to believe that a certain person is his agent, he is precluded from subsequently denying it.

4. Agency of Necessity

Circumstances sometimes force a person to act on behalf of another without any express authority from him. In such cases an agency of necessity is said to be created.

5. Agency by Ratification

Ratification means the subsequent adoption and acceptance of an act originally done without instructions or authority.

Termination of Agency

An agency may be terminated by act of parties or by operation of law. The different possible circumstances leading to the termination of agency are enumerated below.

I. Termination by act of parties

Revocation and Renunciation: The principal may, by notice, revoke the authority of the agent. The agent may similarly, by notice, renounce the business of agency.

Compensation for revocation or renunciation: Where there is an express or implied agreement to continue the agency for any length of time, and the contract of agency is revoked or renounced without sufficient cause, compensation must be paid to the injured party.

Irrevocable agency: The principal cannot revoke the authority of the agent in the following cases.
II. Termination by operation of Law

An agency may terminate by operation of law in any of the following ways:

1. Efflux of time

2. Performance of the object 

3. Determination of subject-matter

4. Death or insanity of the principal or agent

5. Insolvency of the principal

6. The principal becoming an alien enemy

7. Termination of the sub-agent’s authority

Principal’s Duties to Agent

1. Agent to be indemnified against consequences of lawful acts: The principal is bound to indemnify the agent against the consequences of all lawful acts done by such agents in exercise of the authority conferred upon him.

2. Agent to be indemnified against consequences of acts done in good faith: Where one person employs another to do an act, and the agent does the act in good faith, the employer is liable to indemnify the agent against the consequences of that act, though it causes an injury to the rights of third person. 

3. Non-liability for criminal acts: But where one person employees another to do an act which is criminal, the employer is not liable to the agent, either upon an express or an implied promise, to indemnify him against the consequences of that act.

4. Compensation for principal’s neglect: The principal must make compensation to his agent in respect of injury caused to such agent by the principal’s neglect or want of skill.

Principal’s Rights

1. Compensation: The principal is entitled to compensation for any breach of duty by the agent.

2. Agent’s duties:  The agent’s duties are the principal’s rights.

3. Revocation: The principal can revoke the agent’s authority, subject to certain conditions.

Agents Rights

1. Enforcement of rights: The agent can enforce all the duties of the principal. The principal’s duties are the agent’s rights.

2. Agent’s Rights of Retainer: An agent may retain, out of any sums received on account of the principal in the business of the agency, all moneys due to himself in respect of advances made or expenses properly incurred by him in conducting such business, and also such remuneration as may be payable to him for acting as agent.

3. When agent’s remuneration becomes due: In the absence of any special contract, the agent’s remuneration does not become due until he has completed the act for which he was appointed agent.

4. Agent not entitled to remuneration for business misconducted: An agent who is guilty of misconduct in the business of the agency is not entitled to any remuneration in respect of that part of the business which he has misconducted.

5. Agent’s Lien: In the absence of any contract to the contrary, an agent is entitled to retain goods, papers and other property, whether movable or immovable of the principal, received by him, until the amount due to himself for commission, disbursements and services in respect of the same has been paid or accounted for to him.  
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