
CIVIL LITIGATION: The cost of convenience:  
Tips to avoid litigation when granting authority

To avoid the annoyance of 
troublesome processes and 

procedures, people and busi-
nesses sometimes choose to 
make decisions based on con-
venience. For some, conve-
nience comes in the form of 
quick grants of authority to an-

other for one-off 
business-related 
tasks. When au-
thorization to act 
on another’s be-
half is given, the 
one who receives 
the authority is 
called an “agent” 

and the one who gives the au-
thority is deemed a “principle.” 
It is crucial that a principle is 
clear when granting agency au-
thority. If an agent’s scope of au-
thority is not specifically com-
municated to the agent, or to 
those with which the agent will 
interact on behalf of the princi-
ple, an agent could act in a man-
ner that injures another, wheth-
er physically or financially, and 

the principle could be called to 
answer to the injured party.

The authority given in an 
agency relationship can take 
many forms, including express 
and apparent. Express authori-
ty is the power of an agent to act 
on behalf of a principle as is ex-
pressly granted by the principle 
through clear communications. 
This form of authority focuses 
on the particularities of a prin-
ciple’s explicit permissions and 
prohibitions. If not careful, a 
principle could mistakenly be-
lieve it has given express author-
ity for a task without considering 
how vagueness in the described 
scope of authority could grant 
more than intended. This lapse 
can result in an increase in the 
intended authority of the agent 
and can be the grounds for a 
lawsuit based on apparent au-
thority. Apparent authority is 
the power of an agent to act on 
behalf of a principle, even if such 
authority is not expressly grant-
ed. This form of authority only 

exists if a third party reasonably 
infers, from the principle’s con-
duct, that the principle granted 
such authority.

Below are two scenarios that 
show how business decisions 
based on convenience can turn 
out to be inconvenient:

SCENARIO 1:

REAL PROPERT Y

Jessica and Jon are friends. Jon 
is in the business of buying and 
selling rental properties. Jessica 
is in the market for a vacation 
home and finds a beautiful lake-
front property, but she does not 
want to hire a professional to 
assist with the closing. Instead, 
knowing Jon’s background and 
experience with buying prop-
erties, Jessica decides it is more 
convenient to ask Jon to help 
her close on the property. So 
Jessica texts Jon: “I need to pur-
chase this property ASAP! Can 
you help me secure the neces-
sary financing? I do not care 
what the financing terms are so 
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long as they’re reasonable.” Jon 
agrees to assist Jessica and calls 
a friend, Beatrice, to ask for the 
necessary financing. Jon ex-
plains that he is calling on behalf 
of Jessica and negotiates financ-
ing terms with Beatrice. Be-
atrice and Jon finalize a written 
agreement, and one of the terms 
is that Beatrice is to have access 
to and personal use of the vaca-
tion home every other summer. 
Beatrice gives Jon the money 
and a copy of the agreement. Jon 
gives Jessica the money and the 
agreement, but Jessica decides 
not to review the agreement and 
uses the money to close on the 
property. On closing day, Jessica 
calls Beatrice to thank her, stat-
ing: “Thank you, Beatrice. You 
drive a hard bargain, but I am 
glad we could come to a reason-
able agreement.” A year later, 
Beatrice calls Jessica to schedule 
her use of the lakefront proper-
ty, but Jessica refuses to give Be-
atrice access.

Tip to Avoid Litigation: Be-
atrice is likely to sue Jessica for 
breach of contract, requesting a 
court to order Jessica to provide 
Beatrice access to the property. 
To support her claim, Beatrice 
could allege that Jon had the ex-
press authority to secure the 
necessary financing and, given 
Jessica’s phone call to Beatrice 

on closing day, had apparent au-
thority to accept the terms of her 
financing offer. To avoid this kind 
of litigation, Jessica should have 
specified that Jon only had au-
thority to assist her in securing 
financing from a bank or prohib-
ited him from signing any agree-
ment on her behalf. If Jessica had 
explicitly limited Jon’s authority, 
Beatrice’s claim would be moot.

SCENARIO 2:
SERVICE CONTRACTS

Joseph is the new owner of his 
first business, his father’s café, 
which his father owned and ran 
for 15 years. Until Joseph under-
stands how to properly operate 
and manage the business, he au-
thorizes his father to continue to 
manage the ordering and stock-
ing of materials and supplies for 
the café. With this authority, Jo-
seph’s father engages RENTS, a 
rental company he used when he 
first opened the café. On behalf 
of the café, Joseph’s father exe-
cutes a two-year service agree-
ment, engaging RENTS to deliv-
er supplies and materials to the 
café. Joseph, busy learning how 
to manage the business, does not 
know that a contract was signed, 
but he has talked with RENTS 
employees and managers when-
ever he was at the café during a 
delivery. Eight months later, fol-

lowing a disagreement related to 
services, Joseph’s father stops 
paying the rental company.

Tip to Avoid Litigation: 
RENTS is likely to sue the café 
for breach of contract, request-
ing the court to order the café 
to pay the rental company for 
the remaining term of the con-
tract. To support its claim, the 
rental company could argue 
that Joseph’s father had express 
authority to manage the order-
ing of supplies and materials 
and, given Joseph’s awareness 
that RENTS was providing ser-
vices to the café, also had ap-
parent authority to execute the 
agreement. To avoid this kind 
of litigation, Joseph could have 
explicitly limited his father’s 
authority by prohibiting his fa-
ther from signing contracts on 
behalf of the company.

When granting agency au-
thority, be mindful of exactly 
what it is you would like ac-
complished and how clearly to 
describe your request to reduce 
the risk of litigation and the un-
intended cost of convenience.
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