
Chapter- 13 
Contract of Agency 

 
In the last class we did till creation of agency. All three below 

mentioned topics are very important from the point of view of 
exam 

 
Rights of an Agent 
 

1. Receive remuneration (in the form of commission) 
 

2. Retain money with him received on account of principal and give it back to the 
principal at the time required 
 

3. Right to be indemnified (compensated for the loss) against the consequences of 
lawful acts 
 

4. Right of compensation 
 
Agent will get compensation by the principal in case of any negligence by the principal. 
 

5. Right of stoppage of goods in transit 
 
If there a contract in which goods are still in transit then agent has the right to stop the 
goods in transit 
 
 
  



Duties of an agent/ Rights of Principal 
 

1. To conduct the business of agency as per the principal’s directions 
 

2. To conduct business with skill and intelligence 
 

3. To provide proper accounts 
 

4. Duty to communicate with principal in case of difficulty 
 

5. Duty not to deal on his own account  
 

6. Duty not to make secret profit 
 

7. Duty to pay sums received for principal 
 

8. Duty not to delegate authority (agent can’t lawfully employ/ hire another person to 
perform his acts) 

  



Personal Liability of an Agent 
 
As a normal rule, the acts of the agent are the acts of principal. But in this topic we will see 
in which cases only agent will be held liable for the acts done by him and not the principal. 
 
In below mentioned cases agent is held personally liable for his acts, where: 
 

1. Agent expressly agree (which means contract of agency clearly specifies under the 
terms and conditions that only agent will be responsible for his acts) 
 

2. Agent acts for unnamed principal (where identity of the principal is not disclosed 
during a transaction/ contract so, the principal is called unnamed principal) 
 

3. Principal is disclosed but can’t be sued  
 

Example: The principal is incompetent person such as minor, person of unsound mind etc. 
so, in this case if incompetent person is hiring his agent so, only the agent will be 
responsible for his acts and not the principal. 
 

4. Agent exceeds his authority 
 
Authority means the power or right to give orders/ work. So, if agent exceeds his authority 
then in this case he is liable for any loss caused to third party 
 

5. Agent receives money by mistake or by fraud 
 

6. Agent acts for foreign principal 
 

Foreign principal means a principal who is residing abroad. So, in this case his agent will be 
completely responsible for his own acts and principal can’t be held liable for any of the acts 
by agent as principal is living abroad (foreign principal) 
 

7. The contract is made for non-existent principal 
 
Non-existent means something which does not exist so, if principal does not exists then how 
can he/she can be made liable for the contract. Hence, only agent will be responsible 
personally. 
 

8. Agent has an interest in the subject matter of the contract 
 

9. If an agent signs a contract in his own name (without mentioning that he is signing 
the contract on behalf of his principal) 

 
10. Pretended agent 

 
Pretended means- to falsely represent something 
 



If agent falsely represents to be an authorized agent of another then agent is known as 
pretended agent. And he will be held liable for his actions only and not the principal 
 
 
 
 
 


