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The Singapore and Australian 
business sector abounds with 

persons who are ‘agents’ of 
one kind or another.  There are 

sole agents, sales agents, 
manufacturer’s agents, not to 

mention real estate agents, 
insurance agents and a host of 
brokers.  As far as business is 

concerned, the basic idea 
underlying the concept of 

agency is that of a go-between 
or middleman.

Introduction
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What is an Agency agreement?

This is when one party 
called the principal 
engages another to 

assist him in some form 
of work on a 

commission basis.  
Example – a housing 

agent may assist a 
person to either buy or 

sell a house.

Nature of Agency

The legal concept of agency is reflected in the Latin maxim:

Qui facit per alium facit per se
This means:

He who acts through another is 
deemed to act in person
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An agent is a person 
who, through another 
conferred upon him by 

his principal, is 
empowered to establish 

legal relations on his 
principal’s behalf with a 

third party.

Who is an Agent?

In a typical case where the agent is authorized
to contract with the third party on behalf of his 

principal, the resulting contract binds the
principal and the third party but does not bind 

the agent.

RELATIONSHIP WITH AGENT
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FORMATION
• Express agreement.

• Implied agreement.

• Ratification.

• Estoppel.

• Necessity.

AGENT

THIRD PARTYPRINCIPAL Contract 
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How is an Agency formed by Express Agreement?

The most effective way of formulating an 
agency agreement is to expressly create it.  
This is when one party called the ‘Principal’ 
engages the services of another called the 
‘Agent’ to transact a business with the ‘Third 
Party’. Example: Renee ask Jack to help her look
for a house which she intends to buy. Renee tells Jack 
that she will give him a 2% commission on the successful 
purchase of the house.  Jack introduces Renee to Tony 
who has a client name Bill who has a house he wants to 
sell.  In this situation, Jack is the express agent of Renee 
and Tony is the agent for Bill.  When eventually Bill meets 
Renee and they decide to transact the sales of the house 
the contract is between Renee and Bill.  Jack and Tony 
will collect their commission and they will be out of the 
transaction.

How is an Agency formed by Implied Agreement?

An agency relationship can also be formed by an
Implied agreement. Example: Palmer tells his group
of friends that he has a Grand Piano that he wants to
sell. Palmer said that if any of his friends were to
introduce anyone they know who may be interested to
buy a Grand Piano they should introduce that person to
Palmer and if the transaction is successful, Palmer will
give that friend 10% of the purchase price. Larry one
of Palmer’s friend knows of another guy Ethan who is
interested in a Grand Piano. Larry introduces Ethan to
Palmer and after some bargaining Ethan agreed to buy
the Piano for $10000. After the transaction Palmer
gives $1000 to Larry being the 10% commission for
the successful sales of the Grand Piano. In this case
Larry has acted as an Agent by Implication.
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What is Agency by Necessity?

Agency of necessity is 
formed by operation of 

law (automatically). The 
principal may be bound to 

a contract made on his 
behalf without authority 
and which he refuses to 
ratify.  There need to be 
present 3 conditions…

The Great Northern Railway Co. v. 
Swaffield

The plaintiff railway company had transported 
a horse to a station on behalf of the defendant . 
When the horse arrived there was nobody to 
collect it, so the plaintiff sent it to a stable. A 
number of months later the plaintiff paid the 
stabling charges and then sought to recover 
what it had paid from the defendant. The 
plaintiff's claim succeeded even though this 
involved the extension of the doctrine of 
agency of necessity to include carriers of 
goods by land. There was an agency of 
necessity because the plaintiff was found to 
have had no choice but to arrange for the 
proper care of the horse. 
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Agency by Necessity…
1. There must be an

emergency, making it
necessary for the agent to
act as he did.

2. It must be impossible to get
instruction from the
principal

3. The agent must have acted
in good faith, and in the
interests of all the parties

Example of Agency by Necessity

Peter left his laptop in the MRT train in 
which he was travelling.  At the end of the 
journey, Tan the MRT station manager who 
was checking the train found the laptop and 

handed it over to the ‘Lost & Found’ 
counter of the MRT.  When Peter realised 

that he had misplaced his laptop he checked 
with the ‘Lost & Found’ counter of the 
MRT and heard that his laptop has been 

found.  When he went to collect the laptop, 
he was told that he has to pay an 

administrative fee of $100 to collect the 
laptop.  Peter feels that this is unfair.  What 

do you think?
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What is Ratification?

This means ‘to make good 
what has already been 

done.
Example:  I ask you to buy me 
a cup of coffee.  Instead you 

bought me a cup of tea.  I can 
either reject the tea or I can 

accept it as if I wanted the tea 
from the beginning.

Authorities of Agent

Actual Authority Apparent Authority

Express Implied

Usual
Authority

Ostensible Authority
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Peter wants to buy a house. He appoints 
John to help him find a house.  He tells 

John that he is prepared to pay up to 
$500000 for a house.  Peter is called the 
‘principal’ and John is the ‘agent’ in this 

situation.

If John finds a house for Peter for $500 000 
– then John has acted on his 

actual authority.

If John finds a house for Peter which is 
$600 000 (which is more than what Peter 
was looking for) and John buys the house 
for Peter without checking with Peter first 
as to whether he wants the house – then 
John is acting upon what is called ‘apparent 
or ostensible authority’.

In this case Peter can either accept the 
house by ratification or he can reject the 
house as he did not want to spend that 

much money on the house.
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DUTIES OF AGENT

1. Must Act in Good Faith and in the 
interest of the Principal.  This 
means the agent must not act 
negligently, fraudulently or 
maliciously.

2. Must not make ‘secret profit’.  
The agent cannot make money at 
the expense of the service he is 
rendering to the principal

3. Must do his obligation to his best 
ability 

4. Must not act in conflict with the 
principal’s interest

TERMINATION OF 
AGENCY

BY COMPLETION

BY AGREEMENT

BY LAW
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