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CONTRACTOFAGENCY

Introduction:

Whoisanagentandaprinciple(Sec.182)

An“agent”isapersonemployedtodoanyactforanother,ortorepresentanotherindealingwith
third persons.Thepersonforwhom suchactisdone,orwhoissorepresented,iscalledthe
“principal”.

Therelationshipbetweenanagentandaprincipaliscalledan“Agency.”Anagenttherefore
bringstogetherhisprincipalandathirdperson.Ex-AappointsBtoPurchaseahouseforhim.A
istheprincipal,Bisanagentandtherelationshipbetweenthem isthatofAgency.

GENERALRULESOFAGENCY

1. Whateverapersoncompetenttocontractmaydobyhimself,hemaydothroughanagent,
exceptforactsinvolvingpersonalskillandqualifications.Like,apersoncannotmarry
throughanagent,apersoncannotpaintapicturethroughagent.

2. Theactsofanagentareactsofaprincipalforalllegalpurposes.

DifferencebetweenAgentandServant

Authoritytocreatecontractualrelationship:Apartfrom actingonbehalfofhis/her
principal,anagenthastheauthoritytocreatecontractualrelationsbetweenthe
principalandathirdparty.Aservantordinarily,hasnosuchauthority.
2.ControlandSupervision:Aservantisboundtoworkunderdirectcontroland
supervisionofhisemployer.A‘principal’directstheagentastowhatistobedone,
butamasteroremployerofaservantnotonlyhasthatright,butalsotherightto
directhowitistobedone.
3.NumberofMasters:Aservantusuallyservesonlyonemaster,butanagentmay
workforseveralprincipalsatthesametime.
4Remuneration:Themodeofremunerationisusuallydifferent.Remunerationfora
servantispaidbywayofsalaryorwages,whereasanagentgenerallygetshis
remunerationintermsofcommissioncalculatedonthebasisoftheamountof
businesstransacted.
5.DutyAssignment:Aservantincertaincasestosomeextentmaybeassignedthe
dutiesofanagent,andmayactasone.Forexample,thesecretaryofacompanyis
regardedastheservantofthecompany,butinrespectofthemattersthatcome
underhis/herdomainhe/shebecomesanagentintheirdealingswiththirdpersons.
Anagentassuchneveroccupiesthepositionofaservantbecausewheneverheacts,
heactsonbehalfofhisprincipalandbindshim/her(principal)tothirdparties.
6.Liability:A principalisliableoncontractsmadebyhisagentwithinscopeof
authority.Butamasterisanswerableforanywrongfulactofhisservantifitis
committedinthecourseoftheservant’semployment.

Question:Explainvariouswaysinwhichanagencyrelationshipis



created. AlsodescribeaboutthedifferentkindsofAgent?
INTRODUCTION:-Anagentisapersonemployedtodoanyactfor
anotherortorepresentanotherindealingwiththirdparties.Theperson
forwhom suchactisdoneorwhoissorepresentediscalledthe
principal.Whereonepersonmeregivesadvicetoanotherinmatterof
businessagencydoesnotarisebecauseofsuchadviceonlydoesnot
createanAgency.SayedAbdulKhaderv/sRamiReddy,1979.
 Thefollowingarethevariouswaysinwhicharelationshipofagencyiscreated:-
WHOMAYEMPLOYAGENT:- Nopersoncanemployanagentifhedoes
notpossesscapacitytocontract.Soaminororpersonofunsoundmind
cannotbecometheprincipalundersection183oftheIndianContract
Act.
WHO MAYBEAN AGENT:-Accordingtosection184oftheActany
personcanbeappointedasanagentbutapersonwhoisnotofageof
majorityandofsoundmindcannotbemadepersonallyliablefortheact
doneonbehalfoftheprincipal.Minorcancreatecontractualrelationbut
aminoragentcannotbemadepersonallyliabletotheprincipalforthe
misconductlikeanadultagent.
CONSIDERATION:Noconsiderationisrequiredforthecreationofan
Agencyundersection185oftheAct.AcaseofDigvijayCementCo.Ltd.
v/sStateTradingCorpn.,2006.

KINDSOFAGENT:-OnthebasisofprovisionsavailableintheContract
ActthefollowingarekindsofAgentinthebusinessofAgency:-

1.   Del-CredereAgent:-SuchtypeofAgentwhoforextraremuneration
undertakestheliabilityofguaranteethedueperformanceofthecontract
by the otherparty.He is also responsible forthe solvency and
performanceoftheircontractsbytheotherparties.

2.   COMMISSIONAGENT:-Acommissionagentispersonwhopurchases
andsellsgoodsinthemarketonbehalfofhisemployeronthebest
possibletermsandwhogetscommissionforhislabor.

3.   FACTOR:-Heissuch typeofagentwhoisgiventhepossessionofthe
goodsforthepurposeofsellingthem. Heisentitledtosellthegoodsin
hisownname.Afactorhasarighttoretainthegoodsforageneral
balanceofaccounts.

4.   BROKER:-HeisalsotobeknowninthenameofMercantileAgent
employedforthepurposeofsaleandsaleofgoods.Themaindutyofa
brokeristoestablishprivitybetweentwopartiesforatransactionand
he gets commission forhis labour.He is notentrusted with the
possessionofthegoods.Hemerelybringstwopartiestogetherandif
thedealismaterializedhebecomesentitledtothecommission.

5.   CO-AGENT:-Whereseveralpersonsareexpresslyauthorizedwithno
stipulationthatanyoneormoreofthem shallbeauthorizedtoactin



nameofthewholebody.Theyhaveajointauthorityandtheyarecalled
co-Agents.

6.   Sub-Agent:-Thesub-agentsareusuallyappointedbytheoriginalAgent
inthebusinessofAgency.HeworksunderthecontroloforiginalAgent.

7.   PACCA-AARTIA:-  Heisalsoknownbythisnameonlyandheworksin
theopenmarkettosellthegoodsoncommissionbasis. Heonlysells
thegoods.
CONCLUSION:-Asregardstodeterminewhetherrelationshipisthatof
AgentandPrincipalorthatofMasterandservant.Agenthastoremain
faithfultohisprincipalandhasworkingoodfaithinthebusinessof
Agency.Theremustberelationinbetweenprincipalandtheagent.
Merelygivingadvicetoanotherpersoninthematterofbusinessdoes
notarise anybusiness ofagency.The main objectofthe agency
businessthattheagentmakestheprincipalanswerabletothirdperson.

CREATIONOFAGENCY

Question:WritedifferentmethodforcreationofAgency?
Ans:Itmaybecreatedinanyoneofthefollowingways:

1.ByDIRECTAPPOINTMENT
Wheretheagent’sauthorityisexpressed,itissaidtobeacreationofagency
bydirectappointment.Theauthorityoftheagentissaidtobeexpressed
whenitisgivenbywordsspokenorwritten.
Illustration:XappointsYashisagenttosellhisgoodsatX’sshopbyspoken
words.Itwillbeacreationofagencybydirectappointment.
2.BYIMPLICATION
Whentheagencyisinferredfrom thecourseofdealingsbetweentwopersons
orfrom theconduct,theagencyissaidtobecreatedbyimplication.Herethe
genitalauthorityisnotgivenbywordsspokenorwrittenbutitisassumedby
theconductorbythedealingoftheparties.
Illustration;AownsashopinMultanandlivesinBahawalpur.Theshopis
managedbyB.Bisinthehabitoforderinggoodsfrom CinthenameofAand
makespaymentfrom A’sfundwithA’sknowledge.ItmeansBhasimplied
authorityfrom AtodealwithC.
3. AGENCYBYNECESSITY
Whentheagenthasnoauthorityfrom hisprincipalinexpressedoranyother
way,butundercertainemergencycircumstanceshedoesanyactforthe
principal,itisknownthecreationofagencybynecessity.
illustration;Ahorseissentbyatrainbutatarrival,thereisnoonetoreceiveit
Therailwaycompanyisboundtotakereasonablestepstokeepthehorse
alive.Itwillbeacreationofagencybynecessity.Therailwaycompanywill
haveagentalpositioninsuchcase.
4. AGENCYBYESTOPPEL
Whenanagenthaswithoutauthority,doneactsorincurredobligationsto
thirdpersonsonbehalfofhisprincipal,theprincipalsarebound,bysuchacts
orobligationsifhehasbyhiswordsorconductinducedsuchthirdpersonsto
believethatsuchactsandobligationswerewithinthescopeofagent’s



authority.Itwillbethecaseofcreationofagencybyestoppels.Sec.237
Illustration;XconsignsgoodstoYforsale,andgiveshim instructionsnotto
 sellunderafixedprice.Z,beingignorantofY’sinstructionsenters‘intoa
contractwithYinX’spresencetobuythegoodsatapricelowerthanthe
reservedprice.Xisboundbythecontract.
5. AGENCYBYRATIFICATION
Whereaperson(Principal)ratifiesanunauthorizedactdonebyanother
person(agent)onhisbehalf.Itisknownascreationofagencybyratification,
Illustration;Ahavingnoauthorityfrom BpurchasesgoodsonB’sbehalf.But
afterthatBsellsthegoodsonhisaccount,B’sconductimpliesaratification
ofthepurchasemadebyAonhisbehalf

Essentialsofavalidratification:

a)Theagentmustpurporttoactasagentforaprincipalwhoison
contemplation.

b)Thereshouldbeabactcapableofratification.
c)Theprincipalmustbeinexistence.
d)Theprincipalmustbecompetenttocontract.
e)Theprincipalmusthavefullknowledgeofmaterialfacts.
f) Wholetransactionmustberatified.
g)Withinreasonabletime.
h)Ratificationmustnotinjureathirdperson.

6. AGENCYBYOPERATIONOFLAW  
UndersomecasestheagencyisautomaticallycreatedbytheOperationof
lawenforceableinPakistan.Forexample,apartnerisanagentofthefirm for
thepurposeofthebusinessofthefirm.

TERMINATIONOFAGENCY

QUESTION:WhatarethecircumstancesinwhichAgencyisterminated?

INTRODUCTION:- Contract entered into through an Agent and
obligationsarisingfrom theactsdonebyanagentbeenforcedinthe
samemannerandwillhavethesamelegalconsequencesasifthe
contracthasbeenenteredintoandtheactsdonetheprincipalinperson
asdescribedinsection226oftheAct.WhereaAgentdoesnotworkin
goodfaithandisnotloyaltohisprincipalandtriestocommitfraudor
misrepresentinthebusinessofAgencythenprincipalisboundtotake
stepstowardsterminationoftheagency.

Thefollowingmaythereasonswhichcanberesponsibleforthe
terminationoftheAgency:-

1.   Bytheprincipalrevokinghisauthority:Undersection203ofContract
Act-1872laysdownthat,theprincipalmaysaveorotherwiserevokethe
authoritygiventohisagentatanytimebeforetheauthorityhasbeen



exercisedsotobindtheprincipal.
2.   BytheAgentrenouncingthebusinessoftheAgency:-Section206of

IndianContractAct,1872providesthat,principalcanrevoketheagent’s
authorityso also the agentcan renounce the agencybygiving a
reasonablenoticeofrenunciationotherwisehewillbeliabletomakethe
lossgoodforanydamage.Sec.207furthermentionsthatlikerevocation
therenunciationmayalsobeexpressorimpliedintheconductofagent.

3.   Bythebusinessoftheagencybeingcompleted:-Interm ofcontract
wheretheperiodofcompletionofthebusinessismadetheagency
automaticallystandsterminated.

4.   Byeithertheprincipalbeingadjudicatedaninsolvent: Section201 of
theActclearlyindicatesthat,theagencywhichmaybevalidycreated
standsrevokedintheeventofdifferentsituationsincludingthedeathor
insanityoftheprincipalortheagentorbyinsolvencyoftheprincipal.

5.   Principalshouldgivereasonablenoticeofrevocation:-Provisionssays
thatareasonablenoticeoftherevocationwhenhehavethejustification
torevoketheauthorityundersec.206.

6.   ByeithertheprincipalorAgentdyingorbecomingunsoundmind:
Section201alsodescribesthat,whenprincipaldyingorbecomingof
unsoundmindagentisboundotakeonbehalfoftherepresentativesof
hislateprincipalallreasonablestepsfortheprotectionofinterestsof
agency.

7.    Bythe happening ofanyeventrendering the agencyunlawful:-
Wheneverthere is declaration ofwarthe principaland agentmay
becomealienenemiesalsocomesinthewayofterminationofthe
agency.

8.   Ifalimitedperiodisgiven:-Iftheagencyisforafixedterm,although
withthepossibilityoffreshappointmentaftertheexpiryoftheterm it
automaticallyterminatesonexpiryofthesaidterm suchagencycannot
besaidtobeirrevocableasinthecaseofP.sukhdevv/sCommissioner
ofEndowments-1997. Undersec.205.

9.    MANNERANDCIRCUMSTANCESOFREVOCATION:-Theprincipalmay
havewheretheagenthashimselfaninterestinthepropertywhich
formsthesubjectmatteroftheagency,revoketheauthoritygiventohis
agentatanytimebeforetheauthorityhasbeenexercisedsoastobind
theprincipalundersection203oftheAct.  
ThePrincipalcannotrevoketheauthoritygiventohisagentafterthe
agenthaspartlyexercisedhisauthoritysofarasregardssuchactsand
obligationsasarisefrom actsalreadydoneintheAgencyaslaiddownin
thesection204oftheAct.
Thereasonablenoticeofrevocationisessential.Revocationmaybe
expressorimpliedintheContractofthebusinessundersection206of
theact.



Therevocationandrenunciationmaybeexpressedormaybeimpliedin
theconductoftheprincipaloragentrespectivelyundersection207of
theact.
ILLUSTRATION:-AempowersBtoletA’shouse.SubsequentlyAletsit
himself.ThisimpliedrevocationofB’sauthority.
CONCLUSION:-TheeffectofterminationofAgencyisonthemaximum
levelto theAgentabouthisearningsand also puttheprincipalin
financiallosses.AgentmustremainfaithfulinthebusinessofAgency. 
Heshouldrenderedthe accounts,financialmatters,appointmentofsub
-agentsand otheractivitiesrelating to Agencyto thenoticeofhis
principalfailingwhichitleadstoterminationofAgency.

PRINCIPALLIABILITIESTOTHIRDPARTY

QUESTION:DiscussfullytheextentofPrincipalsliabilitiestothird
partiesfortheActoftheAgent.
INTRODUCTION:- Agentisapersonemployedtodoanyactforanother
ortorepresentanotherindealingwiththirdpersons.Thereoneofthe
mostessentialcharacteristicsofAgencyisthattheagentmakesthe
principalanswerabletothirdpersons.Principalisheldboundbythe
obligationsincurredonhisbehalfbyhisagent. Section226to228of
theActdealswiththelawregardingtheobligationsofprincipalforthe
contractofhisAgent.

Wewillfindfrom thefollowingprovisionsandillustrationsthathow
thePrincipal’sliabilitiesandisboundanswerabletothethirdpartiesfor
theactsdonebyhisagent:-

1.   Principal’sobligationforactsofAgents:-Section 226oftheIndian
ContractActprovidesthatcontractenteredintothroughanAgentand
obligationsarisingfrom actsdonebyanAgentandwillhavethesame
legalconsequencesasifthecontracthasbeenenteredintoandtheacts
donebytheprincipalinperson.Thissectionisbasedontheprincipleact
asinMaxim whichmeansthattheactofanAgentistheactofthe
principal.
ILLUSTRATION:-AbeingB’sAgentwiththeauthoritytoreceivemoney
onhisbehalfreceivesfrom Casum ofmoneyduetoB.Cisdischarged
ofhisobligationtopaythesum inquestiontoB.

2.   Whenanagentdoesmorethanheisauthorizedtodoandwhenthepart
ofwhathedoes,whichiswithinhisauthority,canbeseparatedfrom the
partwhichisbeyondhisauthoritytheprincipalisliableonlyforsomuch
partofwhathedoesasiswithinAgent’sauthorityasprovidedinSection
227oftheAct.
ILLUSTRATION:-AbeingtheownerofashipandcargoauthorizesBto
procureaninsuranceforRs.4000/-ontheship.Bprocuresapolicyfor



Rs.4000/-ontheshipandanotherforthelikesum onthecargo. Ais
boundtopaythepremium forthepolicyontheshipbutnotthepremium
forthepolicyonthecargo.

3.   Anagentdoesmorethanheisauthorizedtodoandwhathedoes
beyondthescopeofhisauthorityisnotseparablefrom whatiswithinit
theprincipalisnotliableforthetransactionasprovidedinthesection
228oftheAct.
ILLUSTRATION:-WhereAauthorizesBtobuy5000sheepforhim andB
buys5000sheepand200lambsforasum rupees6000/-.A may
repudiatethewholetransaction.

4.   OSTENSIBLEAUTHORITY:-Section237oftheContractActembodies
theprincipleofostensibleauthority. ThesectionlaysdownWhenan
agenthaswithoutauthoritydoneactsorincurredobligationstothird
personsonbehalfofhisprincipal,theprincipalisboundbysuchactsor
obligationsifhehasbythewordsorconductinducedsuchthirdpersons
tobelievethatsuchactsandobligationswerewithinthescopeofthe
Agent’sauthority.”
ILLUSTRATION:-AbeingB’sagentforthesaleofgoodsinducesCto
buythem bymisrepresentationwhichhewasnotauthorizedbyBto
make.ThecontractisvoidableasbetweenBandC,attheopinionofC.
Undersection238oftheActmisrepresentationorfraudcommittedby
anAgentmaybeclassifiedintotwocategories:-

i)               Underhisactualorostensibleauthority.
ii)             Whichisnotcoveredwithinhisauthority,theprincipalisliableforthe

actswhichfallunderactualorostensibleauthority.
5.   AleadingcaseonthissubjectisofLloydsv/sGraceSmithinwhichit

washeldthataprincipalisliableforthefraudofhisagentwithinthe
scopeofhisauthoritywhetherthefraudiscommittedforthebenefitof
thePrincipalorforthebenefitofAgent.
CONCLUSION:- Ontheperusalstudiesoftheaboveprovisionsandthe
illustrationsitisseenthattheliabilitiesofthePrincipaltowardsthird
personsarebasedontheactsdonebyhisagents. Howeverinsome
casesitisalsoseenandPrincipalisnotliableforanywrongfulactor
omissionofhisAgentwhileactingwithouttheprincipalauthorityoutside
theordinarycourseofemploymentorwhilenotactingnorpurportingto
actonhisprincipal’sbehalf.

SUBAGENT

QUESTION:Definetheterm Sub-Agent. Howforisprincipalboundby
theactsofSub-Agents.DistinguishbetweenSub-Agentand
SubstitutedAgent.
INTRODUCTION:-ArulewhichbasedontheprinciplethatAgencyisa



contractbasedontrustandmutualconfidencebetweentheparties.A
principalmayhavethemutualconfidenceinhisAgentbutnotinthe
subsequentsubAgentappointedbytheAgent.Thereisaprovision
regarding ‘delegates non-protest delegare’which means of this
maximum isthatanagenttowhom anotherhasdelegatedhisown
authoritycannotdelegatethatauthoritytoathirdperson.
PROVISIONSMADEINTHEACT:-Undersection190oftheContractAct
whichdealswithdelegationofanauthoritybytheAgentdescribesas
under:-
  “Anagentcannotlawfullyemployanothertoperform actswhichhe
hasexpresslyorimpliedlyundertakentoperform personallyunlessby
theordinarycustom ortradeasub-agentmayorfrom thenatureofthe
agencyasub-agentmustbeemployed.”
Howeverthegeneralprincipleisthattheagentcannotdelegatehis
authoritytoathirdpersonbuttherearetwoexceptionstothisgeneral
rule.Theseare:-

i)           Whentheordinarycustom oftradepermitsemploymentofasub-agent.
ii)         Whenthenatureofagencydemandsthatemploymentofasu-agentis

necessarybytheAgent.
Although there are two exceptionalconditions no agent is

authorizedtodelegatehisauthorityitthenatureofhisactispurely
managerialandheissupposedtousehispersonalskillindischargeof
hisdutyorwhereheispersonallyrequiredtoperform hisduties.
SUB-AGENT:-Subagentisapersonemployedbyandactingunderthe
controloftheoriginalAgentinthebusinessofAgencyundersection191
oftheAct.
LEGALPOSITIONOFSUB-AGENTPROPERLYAPPOINTED:-SubAgent
maybeeitherproperlyappointed orimproperlyappointed. Ifheis
appointedbytheAgentwiththeauthorityofhisprincipalheiscalledsub
-agentproperlyappointed. Ifheisappointedwithouttheauthorityof
principalheisimproperlyappointed.
Whenthesub-agentisappointedproperlywiththeconsentofthe
principal,theprincipalisboundbyhisactsandisresponsibleforhis
actionasifhewasanagentappointedbytheprincipal. 
Thesub-agentisnotresponsibleforhisactstoprincipal.Heis
responsibleonlyforsuchactstotheoriginalAgent.
Butifthe sub-agentisguiltyoffraud orwillfulwrong againstthe
principalhebecomesdirectlyresponsibletotheprincipalundersection
192oftheAct.
                       

Differencebetweensub-Agent&substituteAgent

          SUB-AGENT         SUBSTITUTEDAGENT



SubAgentisapersonemployed
byandactingunderthecontrolof
theoriginalagentinthebusiness
ofagency.

Asub-agentisnotgenerally
responsibletotheprincipalbuthe
isresponsibletotheagent.

Thereisnoprivityofcontract
betweensub-agentandprincipal.

Substitutedagentcanbe
nominatedbytheoriginalAgentto
actfortheprincipalforacertain
partofthebusinessofagency.
Asubstitutedagentbyhismere
appointmentbecomes
immediatelyresponsibletohis
principal.

Aprivityofcontractiscreated
betweentheprincipalandthe
substitutedAgent.

CONCLUSION:-Thereislotofdifferenceinbetweensub-agentand
substitutedagentoneisappointedbytheoriginalagentisimmediate
responsibletotheoriginalwhereasthesubstitutedagentisdirectly
responsibleto theprincipal. Heisappointed forsomepartofthe
businessofagency.

QUESTION:EXPLAINDUTIESANDRIGHTSOFAGENT

DutiesofanAgent
:

        
1)Agent'sdutyinconductingprincipal'sbusiness(Section211): 

                  Anagentisboundtoconductthebusinessofhisprincipalaccordingtothedirectionsgivenbytheprincipal,
or,intheabsenceofanysuchdirections,accordingtothecustom whichprevailsindoingbusinessofthesamekindat
theplacewheretheagentconductssuchbusiness.Whentheagentactsotherwise,ifanylossbesustained,hemust
makeitgoodtohisprincipal,and,ifanyprofitaccrues,hemustaccountforit.

Illustrations: 

 (a)A,anagentengagedincarryingonforBabusiness,inwhichitisthecustom toinvestfrom timetotime,atinterest,
themoneyswhichmaybeinhand,onitstomakesuchinvestments.AmustmakegoodtoBtheinterestusually
obtainedbysuchinvestments.

  (b)B,abrokerinwhosebusinessitisnotthecustom toselloncredit,sellsgoodsofAoncredittoC,whosecreditat
thetimewasveryhigh.C,beforepayment,becomesinsolvent.BmustmakegoodthelosstoA.

2)Skillanddiligencerequiredfrom agent(Section212):

                Anagentisboundtoconductthebusinessoftheagencywithasmuchskillasisgenerallypossessedby
personsengagedinsimilarbusiness,unlesstheprincipalhasnoticeofhiswantofskill.Theagentisalwaysboundto
actwithreasonablediligence,andtousesuchskillashepossesses;andtomakecompensationtohisprincipalin
respectofthedirectconsequencesofhisownneglect,wantofskillormisconduct,butnotinrespectoflossordamage
whichareindirectlyorremotelycausedbysuchneglect,wantofskillormisconduct.

Illustrations 

  (a)A,amerchantinCalcutta,hasanagent,B,inLondon,towhom asum ofmoneyispaidonA’saccount,withorders
toremit.Bretainsthemoneyforaconsiderabletime.A,inconsequenceofnotreceivingthemoney,becomesinsolvent.



Bisliableforthemoneyandinterest,from thedayonwhichitoughttohavebeenpaid,accordingtotheusualrate,and
foranyfurtherdirectloss-as,e.g.,byvariationofrateofexchange—butnotfurther.

3)Dutytorenderproperaccounts(Section 213)

   AccordingtoSection213ofIndianContractAct1872,Anagentisboundtorenderproperaccountstohisprincipalon

demand.

4)Dutytocommunicatewithprincipal(Section214):

   Itisthedutyofanagent,incasesofdifficulty,touseallreasonablediligenceincommunicatingwithhisprincipal,and

inseekingtoobtainhisinstructions.

5)NottodealonhisownAccount: 

  Section215oftheIndianContractAct1872dealswithrightofprincipalwhenagentdeals,onhisownaccount,in

businessofagencywithoutprincipal'sconsent.Section215runsasfollows-

    Ifanagentdealsonhisownaccountinthebusinessoftheagency,withoutfirstobtainingtheconsentofhis

principalandacquaintinghim withallmaterialcircumstanceswhichhavecometohisownknowledgeonthesubject,

theprincipalmayrepudiatethetransaction,ifthecaseshowseitherthatanymaterialfacthasbeendishonestly

concealedfrom him bytheagent,orthatthedealingsoftheagenthavebeendisadvantageoustohim.

Illustrations 

  (a)AdirectsBtosellA’sestate.BbuystheestateforhimselfinthenameofC.A,ondiscoveringthatBhasbought

theestateforhimself,mayrepudiatethesale,ifhecanshowthatBhasdishonestlyconcealedanymaterialfact,orthat

thesalehasbeendisadvantageoustohim.

6) NottomakeSecretProfits

 Section216ofIndianContractAct,dealswithPrincipal'srighttobenefitgainedbyagentdealingonhisownaccountin

businessofagency. AnAgent,withouttheknowledgeofhisprincipal,shouldnotdealinthebusinessofagencyonhis

owntomakesecretprofit.

7)Dutytopaysumsreceivedforprincipal: 

       AccordingtoSection218ofthesaidAct,Anagentisboundtopaytohisprincipalallsumsreceivedonhisaccount.

8)NottoDiscloseSecret:

          Itisdutyofanagenttomaintainsecrecyofthebusinessofagencyandshouldnotrevealtheconfidentialmatters.

RIGHTSOFAGENT

1) RighttoReceiveRemuneration:AccordingtoSection219oftheIndianContractAct,Anagentisentitletohis

remuneration.ButSection220ofthesaidActsaysthat,anagentwhoisguiltyofmisconductinthebusinessofthe

agencyisnotentitledtoanyremunerationinrespectofthatpartofthebusinesswhichhehasmisconducted.

2) RightofLien(Section221):Agent'slienonprincipal'sproperty  

       Intheabsenceofanycontracttothecontrary,anagentisentitledtoretaingoods,papers,andotherproperty,

whethermovableorimmovable,oftheprincipalreceivedbyhim,untiltheamountduetohimselfforcommission,

disbursementsandservicesinrespectofthesamehasbeenpaidoraccountedfortohim.

3)RighttoIndemnity: Agenttobeindemnifiedagainstconsequencesoflawfulacts.Indemnitymeanspromisemake

goodthelossAccordingtoSection222oftheIndianContractAct,1872"Theemployerofanagentisboundto

indemnifyhim againsttheconsequencesofalllawfulactsdonebysuchagentinexerciseoftheauthorityconferred

uponhim.

Illustrations 



 (a)B,atSingapure,underinstructionsfrom AofCalcutta,contractswithCtodelivercertaingoodstohim.Adoesnot

sendthegoodstoB,andCsuesBforbreachofcontract.BinformsAofthesuit,andAauthoritieshim todefendthe

suit.Bdefendsthesuit,andiscompelledtopaydamagesandcosts,andincursexpenses.AisliabletoBforsuch

damages,costsandexpenses.

4)RighttoCompensation:

      Accordingtosection225ofthesaidAct, anagentisentitledtoclaim compensationforthe injuriessufferedasa

consequenceorwantofskilloftheprincipal.Section225readsasfollows- 

  "Theprincipalmustmakecompensationtohisagentinrespectofinjurycausedtosuchagentbytheprincipal’s

neglectorwantofskill.

Illustration

AemploysBasabricklayerinbuildingahouse,andputsupthescaffoldinghimself.Thescaffoldingisunskilfullyput

up,andBisinconsequencehurt.AmustmakecompensationtoB.


