Chapter 17—Agency

Relationship between Agent and Principal
—Consent and authority 

Types of agents:
· dependant agent: 
· independent agents
· commission agent 

Creating an Agency Relationship
· Express Agreement –to define how much power you are giving to the agent. 
· Ratification
· Estoppel
· Necessity 

Duties of Agent to Principal 
· Duties to comply with contract
· Duty of Care
· Duty of personal performance
· Duty of good faith—fiduciary duty

Duties of Principal to Agent 
· The duty to compensate the agent for his or her effort (by commission or otherwise)
· The duty to pay the agent’s expenses and compensate for losses

Agency law in Action Example
· Is Wilma bound by Lief’s purchase of the piano? 
· Does the doctrine of apparent authority apply? 
· Yes, there is apparent authority. This is an example of holding out. 
· Wilmas action of purchasing two other pianos with Lien shows an agency relationship.
· She gave the impression to Fred that a agency relationship existed. n

--is a real estate an agent?-->NO 

In the examples
-what about failure of a duty of care of the agent in the example?
yes, they could try to prove that they breached it, but there is still an agency relationship
-what if that was her first piano purchased? 
	it would still be the same result because Wilma still gave the power to the agent. 




Questions for Review
1. Distinguish between dependant and independent agents.
· Dependent agents are agents who act for a single principal. Independent agents, on the other hand, are agents who carries an independent business and acts for numerous principles. 
2. Is “real estate agent” a true agent?
· No, they are not true agents. 
3. What is a power of attorney? 
· A power of attorney is a type of agency agreement authorizing the agent to sign documents on behalf of the principal. 
4. What is the effect when a principal ratifies a contract made on its behalf by an agent who lacked the authority to enter into the contract? 
· It is as if the agent had actual possessed actual authority at the time of the contract formation and as if an agency relationship had existed in the beginning. 
5. What are the limits of ratification by a principal? 
· Ratification must be for the entire contract, only for contracts which the principal could have made at the time and if within reasonable time 
· A principal cannot ratify when the rights of an outsider are affected. Also, they cannot ratify when the agent does not mention the principal in the agreement. 
· Conclusion:
An agent’s contract with a third party may be ratified 
· Expressly or impliedly
· Within a reasonable time
· By a named principal 
· If the rights of an outsider are not affected
· If, at the time of creation, the principal was capable of making the contract

6. How does the agent acquire actual authority?
· The agent acquires actual authority by setting it out in the agreement or orally spoken permission. This can also be implied by hiring an employee for a specific job. 
7. How does the agent acquire apparent authority? 
· The agent can acquire apparent authority by commercial usage or by holding out.
8. What is meant by “holding out”? 
· Holding out: represented by words or conduct that a person is ones agent or has a particular authority. 
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