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An agent's obligation to perform the duties specified in the agency agreement
with reasonable skill and diligence is a fundamental principle underpinning
agency law. It ensures that the agent acts in good faith, exercises proper
care, and fulfills their contractual obligations to the principal. This duty
promotes trust and accountability, fostering smooth and effective agency
relationships. Failure to perform these duties adequately can lead to legal
liability, damages, or termination of the agency relationship. This article
explores the scope, nature, and implications of this obligation, including
the standard of reasonable skill and diligence expected from agents,
exceptions, and related legal principles.

Understanding the Nature of the Agent’s Duty

The Contractual Basis of the Duty

The obligation of an agent to perform duties with reasonable skill and
diligence arises primarily from the agency agreement—the contractual
relationship between the principal and agent. This agreement specifies the
scope of authority, duties, and responsibilities of the agent. It may be
express (explicitly stated) or implied (assumed by law or conduct). The agent
is contractually bound to perform tasks in accordance with the terms, and
implied duties include acting with reasonable skill and diligence.

Legal Foundations of the Duty

Beyond contractual obligations, the duty also stems from the fiduciary nature
of the agency relationship. As fiduciaries, agents are entrusted with the
principal’s affairs and must act in the principal’s best interests,
exercising skill, care, and loyalty. The legal standards governing these
duties are designed to protect the principal from negligence, misconduct, or
breach of trust.



The Standard of Reasonable Skill and Diligence

What Does 'Reasonable Skill' Mean?
'Reasonable skill' refers to the level of competence, knowledge, and
expertise expected of an agent under the circumstances. The standard varies
depending on:

e The nature of the task or service

e The agent’s profession or special qualifications

e The industry standards and practices

e The context and complexity of the duties

For example, a professional real estate agent is expected to possess and
exercise the skills typical of competent practitioners in the field.
Conversely, a general agent performing routine tasks may be held to a lower
standard of skill.

What Constitutes 'Reasonable Diligence'?

'Reasonable diligence' pertains to the effort and care an honest and
competent agent would exercise in similar circumstances. It involves:

1. Promptness in executing duties
2. Meticulousness in handling tasks
3. Careful attention to detail

4, Adherence to instructions and standards

Failure to exercise reasonable diligence may amount to negligence or breach
of the agent’s contractual or fiduciary duties.

Legal Principles and Case Law



Case Law Illustrations

Several landmark cases elucidate the scope of an agent’s duty to perform with
reasonable skill and diligence:

e Hedley Byrne & Co Ltd v Heller & Partners Ltd (1964): Emphasized the
importance of skill and care in professional advice.

» Beechwood Estates Ltd v Canadian National Railway Co (1964): Highlighted
that an agent must act within the scope of authority with due diligence.

e McPherson v. Van Moppes (1955): Demonstrated that negligence in
performance can amount to breach of duty.

Distinction Between Breach and Negligence

Breaching the duty to perform with reasonable skill and diligence can involve
negligence, where the agent fails to exercise the standard of care expected,
resulting in loss or damage to the principal. The principal may seek damages
for such breaches or terminate the agency relationship.

Factors Influencing the Standard of Performance

Nature and Complexity of the Task

More complex or specialized tasks require higher levels of skill and
diligence. For example, handling legal or financial matters demands
professional expertise.

Experience and Qualifications of the Agent

Agents with specialized qualifications or experience are held to higher
standards, and their failure to meet these standards can constitute breach.

Instructions Given by the Principal

Adherence to specific instructions is critical. A breach occurs if the agent
neglects or disregards explicit instructions, even if they exercise skill and
diligence in other respects.



Market and Industry Standards

Agents are expected to meet or exceed prevailing industry practices to
satisfy their duty.

Exceptions and Limitations to the Duty

Limitations Imposed by the Principal

The principal’s instructions or limitations may restrict the scope of the
agent’s duty, potentially excusing certain lapses or omissions.

Impossibility or Frustration

Agents are not liable for failure to perform if circumstances make
performance impossible or illegal, such as natural disasters or changes in
law.

Good Faith and Honest Mistakes

Accidental errors or honest misunderstandings may not constitute breaches if
the agent acts sincerely and with reasonable effort.

Implications of Breach of Duty

Liability for Negligence or Default

If an agent breaches the duty to perform with reasonable skill and diligence,
they may be liable for damages caused to the principal, including loss of
profits, costs incurred, or damages arising from negligence.

Termination of Agency

Repeated or serious breaches can lead to the termination of the agency
relationship, especially if the breach undermines trust or renders
performance impossible.



Remedies Available to the Principal

Damages for losses incurred

Rescission of the agency agreement

Specific performance, where applicable

Reinstatement or correction of misconduct

Best Practices for Agents to Meet Their Duty

Continuous Skill Development

Agents should engage in ongoing training and professional development to
maintain and enhance their skills.

Clear Communication and Instructions

Ensuring accurate understanding of instructions reduces errors and enhances
performance.

Documentation and Record-Keeping

Maintaining detailed records of actions taken and decisions made provides
evidence of diligent performance.

Seeking Clarification When Necessary

Agents should consult the principal when uncertain about duties or
instructions to avoid mistakes.

Conclusion

The obligation of an agent to perform specified duties with reasonable skill
and diligence is a cornerstone of effective agency relationships. It balances
the expectations placed on agents with the need to account for circumstances,
industry standards, and the nature of tasks involved. While agents are
expected to exercise competence and care commensurate with their role and
expertise, they are also protected from liability in cases of unforeseen



impossibility or honest mistakes. Ultimately, adherence to this duty fosters
trust, accountability, and the smooth functioning of agency relationships,
benefitting both principals and agents alike.

Frequently Asked Questions

What does an agent's obligation to perform duties
with reasonable skill entail?

It requires the agent to execute their responsibilities with the competence,
care, and professionalism expected of someone in their position, ensuring
they meet the standards outlined in the agency agreement.

How does the agency agreement specify an agent's
duties regarding skill and care?

The agreement typically outlines the scope of work and sets expectations for
the agent to perform tasks diligently, efficiently, and with the necessary
expertise, aligning with the principle of reasonable skill.

What are the consequences if an agent fails to
perform duties with reasonable skill?

Failure to perform duties with reasonable skill can lead to breach of
contract claims, liability for damages, or termination of the agency
relationship, depending on the severity of the neglect.

Is an agent required to possess expert-level skills
to fulfill their obligations?

No, the agent is not required to be an expert but must demonstrate a level of
skill and care that a reasonable person in their position would exercise
under similar circumstances.

How does the obligation to perform with reasonable
skill relate to fiduciary duties?

Performing duties with reasonable skill is part of the fiduciary duty of
loyalty and care, ensuring the agent acts in the best interest of the
principal while executing their responsibilities competently.

Can an agent delegate duties to others to meet the



requirement of reasonable skill?

Yes, but the agent remains responsible for the quality of work and must
ensure that any delegated tasks are performed with the same standard of skill
and care expected in the original duties.

How does the principle of reasonable skill impact
the interpretation of the agency agreement?

It emphasizes that the agent's performance should meet a standard of
competence expected in similar circumstances, guiding the scope and quality
of their duties as specified in the agreement.

What steps can an agent take to ensure they meet
their obligation to perform with reasonable skill?

An agent can seek proper training, stay informed about industry standards,
communicate effectively with the principal, and diligently carry out their
responsibilities to uphold the expected level of skill and care.

Additional Resources

An Agent’s Obligation To Perform The Duties Specified In The Agency Agreement
With Reasonable Skill And Care is a fundamental principle in agency law that
delineates the responsibilities and standards expected of an agent in
fulfilling their contractual duties. This obligation underscores the
importance of competence, diligence, and professionalism, ensuring that
agents act in the best interests of their principals while adhering to
agreed-upon terms. As agency relationships are central to various commercial,
legal, and personal dealings, understanding the scope and nuances of this
obligation is vital for both agents and principals to foster trust,
efficiency, and legal compliance.

Understanding the Nature of the Obligation

Definition and Legal Basis

The obligation for an agent to perform duties with "reasonable skill and
care" stems from both contractual terms and principles of equity and good
faith. It is implied in agency agreements, especially where specific
standards are not explicitly detailed, that agents will act with a level of
competence and diligence appropriate to their role.



Legal precedents, such as the landmark case Merstham Brickworks Ltd v. Marden
(1887), emphasize that an agent must execute their duties with the skill
expected of a reasonable person undertaking similar responsibilities. The
doctrine ensures that principals receive competent service and that agents
are held accountable for negligence or misconduct.

Scope of the Obligation

This obligation is broad and encompasses various facets of an agent's duties,
including:

- Performing tasks efficiently and diligently

- Adhering to instructions and contractual terms

- Maintaining honesty and integrity

- Keeping principals informed of relevant developments
- Executing duties within the scope of authority

The standard of "reasonable skill and care" is objective, meaning it assesses
whether an agent's conduct aligns with what a reasonable person in the same
position would do under similar circumstances.

Features and Key Aspects of the Obligation

Implied Duty of Skill and Care

Most agency agreements imply an obligation for agents to exercise reasonable
skill and care, even if not explicitly stated. This requirement is designed
to protect principals from negligent or substandard performance.

Features include:

- Reasonableness: Agents are not expected to perform miracles but should act
competently.

- Flexibility: The skill level expected varies according to the agent’s
expertise and the nature of the task. For instance, a professional broker is
held to a higher standard than an unskilled helper.

- Good Faith: Acting honestly and in the best interests of the principal is
intertwined with this obligation.

Standards of Skill and Care



The standard is often contextual:

- Professional Agents: Such as lawyers, accountants, or real estate agents,
are expected to possess and exercise the skills typical of their profession.
- Lay Agents: Like employees or representatives without specialized training,
are held to a lower, yet reasonable, standard of care.

- Complex Tasks: Higher standards are applied when duties involve technical
or specialized knowledge.

Performance Within the Scope of Authority

Agents must perform their duties within the scope of their authority, whether
express or implied. Acting outside this scope can breach the obligation and
potentially result in liability.

Legal Implications and Case Law

Breaches of the Obligation

Failure to perform duties with reasonable skill and care can lead to:

- Liability for damages resulting from negligence or misconduct
- Termination of agency relationships if breaches are material
- Reputation harm for the agent and principal

Notable cases:

- Hedley Byrne & Co Ltd v. Heller & Partners Ltd (1964): Highlighted the
importance of duty of care in professional advice.

- Bond Street Properties Ltd v. American Express Bank Ltd (1990): Emphasized
that agents must act within their skill level and scope.

Remedies for Breach

Principals may claim damages for losses caused by the agent’s failure to
exercise reasonable skill and care. Conversely, agents may also be held
liable for losses resulting from negligence or incompetence.



Balancing Responsibilities: Pros and Cons

Advantages of the Obligation

- Protection for Principals: Ensures agents perform diligently and
competently, safeguarding investments and interests.

- Standardization: Provides a clear benchmark for assessing agent
performance.

- Encourages Professionalism: Motivates agents to develop and maintain
relevant skills.

- Legal Recourse: 0ffers principals legal remedies in case of negligence.

Potential Drawbacks or Challenges

- Vagueness in Standards: The phrase "reasonable skill and care" can be
subjective, leading to disputes.

- Resource Intensive: Testing or proving breach may require technical
expertise and evidence.

- Risk of Over-Standardization: Expectations might be unrealistic for less
experienced agents.

- Conflict of Interest: Agents might prioritize their interests if standards
are not clearly defined.

Practical Considerations for Agents and
Principals

For Agents

- Maintain Competence: Engage in continuous professional development.

- Document Activities: Keep records of instructions, decisions, and actions
taken.

- Communicate Clearly: Keep principals informed of progress and issues.

- Seek Clarification: When instructions are ambiguous or complex, clarify to
avoid breaches.

For Principals

- Specify Standards: Clearly define expectations and standards in the agency



agreement.

- Monitor Performance: Regularly review the agent’s work and provide
feedback.

- Provide Adequate Resources: Ensure agents have access to necessary tools
and information.

- Legal Advice: Seek counsel if breaches occur or standards are ambiguous.

Conclusion

The obligation for an agent to perform duties with reasonable skill and care
is a cornerstone of agency law that promotes trust, accountability, and
professionalism within agency relationships. While the standard provides
flexibility and adaptability based on context, it also necessitates clear
communication and diligent performance. Both agents and principals benefit
from understanding this obligation, as it fosters a working environment where
expectations are aligned, and legal protections are upheld when duties are
performed competently. As markets and roles continue to evolve, so too must
the understanding and application of this fundamental principle, ensuring
that agency relationships remain fair, effective, and legally sound.
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