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Abstract. Purpose — to reveal the problems of apparent and implied authority in the context of sustainable business
relationships.

Research methodology — the research is conducted from a comparative perspective, explaining the problems of apparent
and implied authority in selected jurisdictions.

Findings — authors conclude that apparent authority is the exclusive remedy available only where a link has been
established between the circumstances of the principal and the reasonable belief of the third party. Implied authority
cannot be equated with apparent authority, although case law often does not distinguish between these two categories.

Research limitations — due to limited scope, this article does not address the ratification of unauthorised agent’s actions
and the liability of falsus procurator.

Practical implications — the research reveals that implied authority derives from the factual circumstances in which the
agent acts and must be regarded as part of the actual authority, which presupposes that, unlike in the case of apparent
authority, the implied representation does not qualify as one of the cases of unauthorised agency.

Originality/Value — the significance of this study is linked to the development of reasonable rules for the application
of apparent and implied authority in order to safeguard the legitimate interests of all persons involved in this complex
relationship.
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Introduction

If we observe research that analyses how large firms adopt and integrate sustainability, a strong understanding emerges
that sustainability has and will have a significant impact on firm strategies and operations (Dyllick & Muff, 2016).
Over the last ten years, research on sustainable innovation has expanded rapidly to better understand how new tech-
nologies and social practices enable society to become more sustainable (Boons & Liideke-Freund, 2013).

The possibility to participate in business relations through an agent is a guarantee of the implementation of a
person’s right to freedom of economic activity and initiative (Smits, 2007). That is why the legal regulation of agency
relations is essentially indispensable in every country.

According to the general principle of agency in civil law, legal actions performed by one person (agent) on behalf
of another person (principal) directly create, change and revoke the rights and obligations of the principal. These
consequences do not arise for the principal, if legally significant actions are performed on his behalf by a person who
exceeds the rights granted to him or has not even been granted such rights at all. Nevertheless, in principle, all modern
legal systems recognize that even if a person does not express his will to be represented or an agent deviates from the
instructions given to him, the usual legal consequences of agency may arise (Jurkevi¢ius & Bubliené, 2017). Such
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exceptions to the general legal consequences of unauthorized agency are necessary to ensure the stability of contracts
concluded through agents and to protect the interests of bona fide participants in civil circulation. The most common
case is when a principal may be bound by contracts entered into on his behalf or by other legal actions performed by
an unauthorized agent, i.e., apparent authority.

Historically, apparent authority is described as one of the main problems of the institute of agency (Stoljar, 1961).
These are cases where, by considering certain circumstances under which the principal is generally held liable, an
impression is created that the actions with legal consequences are carried out by an authorized agent. Apparent au-
thority is primarily intended to protect the interests of a third party who honestly and reasonably believes that a legal
relationship of agency has been established (Jurkevic¢ius & Pokhodun, 2018). In turn, the principal, who did not in
fact grant another person the right to act on his behalf, usually seeks to deny the fact of apparent authority and to
transfer the liability to the agent who performed the unauthorized actions. The latter is also usually not interested in
the application of apparent authority, since in this case he may be obliged to cover the losses incurred by the princi-
pal as a result of the apparent contract. To avoid this, the agent attempts to prove that specific facts presuppose that
a relationship of actual (usually implied) authority has been established rather than apparent one, and therefore the
principal is liable to the third party. Given that the parties to the agency relationship seek fundamentally different
legal consequences, it is important to ascertain how apparent authority should be regulated and interpreted in case
law in order to reconcile the conflicting interests of the parties and to prevent abuse of authority. In foreign countries
(especially France and countries with a common-law tradition), there is a tendency for the principal to be held liable
for the actions of the unauthorized agent under the doctrine of apparent authority, even if he had nothing to do with
the conviction of the third party as to the reality of the powers granted to the agent. Since apparent authority is an
exception to the principle of autonomy of will, the liability of the principal should not be absolute and applies in
almost every case of apparent authority.

One of the main problems with apparent authority arises from the disclosure of its correlation with implied au-
thority, where the agent is not deemed to have exceeded the rights granted to him or to have acted without being
granted such rights. Implied authority is considered to be part of actual authority and has fundamentally different
legal consequences from those of apparent authority. That is why these two types of authority should be separated
from each other, by revealing the peculiarities of each of them in a comparative aspect. It should be noted that both
apparent authority and implied authority are particularly important for ensuring sustainable business, as they make it
possible to avoid formalities in the establishment and implementation of representation relationships.

As the purpose of this article is to explain how the concept of apparent agency has been formed in different legal
systems and what its features are, and to analyse how apparent authority can be distinguished from other similar types
of representation, namely implied authority, the most important method of data analysis in this work is comparative.
This article focuses on general issues related to apparent authority and implied authority, by choosing the Republic
of Lithuania as the primary jurisdiction in whose legal system both types of the said authority are recognized. The
case of Lithuania is assessed in the article through the prism of foreign countries and soft law instruments. Taking
into account the legal context of this research, this article uses specific methods of legal interpretation (e.g., systemic,
historical, teleological).

1. The concept of apparent authority and implied authority

What comparative law experts now call apparent authority (it should be noted that the concept of ostensible authority
is used in countries with a common-law tradition) has developed in many national legal systems by way of extra
legem, i.e., through case law and the legal doctrine. As early as in the 18th century, when deciding on the validity
of contracts concluded by unauthorized persons, the courts of different countries began to consider whether the cir-
cumstances as a whole did not lead a third party to reasonably believe that he has been negotiating with an agent
holding the necessary rights. It has been recognized that if, in such cases, the principal is not bound by legal actions
performed on his behalf, then agency as a legal instrument of economic circulation may lose its practical significance:
in the absence of certainty as to the legal consequences of the actions performed through an agent, third parties will
avoid concluding contracts with agents (Saintier, 2009). The case law which has been evolving in this direction has
also led to the development of a theoretical basis in legal doctrine, which would enable to explain why in certain
cases it is necessary to protect the interests of a bona fide third party, regardless of the will of the principal. In view
of the interpretations formed in jurisprudence, the concept of apparent authority has also been transposed to positive
law in some legal systems.

Although different notions of apparent authority prevail in different legal systems, they also have many features
in common. In all the jurisdictions, which recognize apparent authority, it is considered an exception to the general
rule of unauthorized agency according to which the actions taken by one person without or in excess of authority do
not create rights and obligations for another person. In other words, apparent authority is a way of legitimizing the
unauthorized actions of an agent, which seeks in particular to protect the interests of third parties who honestly and
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reasonably believe that the agent has been duly authorized. With that in mind, the courts, legal doctrine, and in some
cases positive law, recognize that a relationship of agency can be established not only when the agent is given express
or implied authority, but also when the agent acts under conditions of apparent authority.

The application of apparent authority means a breach of the principle of the autonomy of the will, since a person,
even without granting powers, is bound by contracts concluded on his behalf or by other acts of legal significance.
This exception is linked to the protection of the interests of third parties and is justified by the circumstances of the
principal’s behaviour. If the principal’s statements or specific actions convince the contractor that he has authorized
another person to act on his behalf, or that such third party’s belief was determined by other circumstances relating
to the principal, the fact that the agent acted without authority can no longer be used as grounds later on.

Given that, in the case of apparent authority, the true will of the principal is not expressed or is distorted, this type
of authority is often also described as a certain form of liability. Although, in a general sense, the term liability may
be used in the context of this legal relationship, given that the principal is held liable to a third party for the actions
performed by the unauthorized agent, apparent authority does not in all cases imply the stricto sensu application of
civil liability. Whether apparent authority can be directly linked to the institute of civil liability depends on its prevail-
ing concept in a particular legal system. Where a contract concluded by an unauthorized agent is deemed to be valid
and a third party may make any claims relating to the contract against the principal, apparent authority shall not be
treated as civil liability. In these legal systems, the confirmation of apparent authority first of all obliges the principal
to perform his obligation in kind, and only failure to perform the said obligation shall grant the third party the right
to claim civil liability. Meanwhile, in jurisdictions where it is not recognized that the contract in question has been
concluded and the third party can defend its rights only through the institute of indemnification, apparent authority
can be understood as the application of civil liability in terms of the arising legal consequences. It is interesting to
note that although these legal systems do not consider contracts concluded between a third party and the principal to
be valid, the principal’s liability is based precisely on the rules of contractual liability and the third party is usually
compensated for any positive losses.

Essentially, in all cases, agency relationship visibility (image) is the basis for the interpretation of the doctrine
of apparent authority. A third party believes that he is entering into a contract with a duly authorized agent, when in
fact the opposite is true: the agent, acting on behalf of the principal, does not have the necessary powers to do so.
That is why apparent authority is visually described as a situation that differs from reality, but is perceived by the
third party as reality (Samoy, 2009). Apparent authority confers a condition of validity to such a misconception and
a legal protection for those who believed in what is not real while acting in good faith (Busch & Macgregor, 2009).

The doctrine states that the term apparent authority is not accurate, since the word “apparent” suggests that no
legal relationship of agency has been established between the parties. This is not true, as apparent authority usually
has the same legal consequences as those arising from the actions of a duly authorized agent. It is therefore advisable,
in the case of this type of authority, to focus on apparent authorization (Zimmermann, 2009), bearing in mind that,
although the granting of rights is conceivable, the consequence arising therefrom — the legal relationship between the
principal and the third party — is real. In France and England, the notion of apparent authority is also criticized, argu-
ing that the use of the term’s “powers” and “authorization” in this context is only possible in a figurative sense, since
no powers of attorney are issued to the agent in practice, nor is there any mandate agreement concluded between the
parties (Saintier, 2009). That is why apparent authority is also called quasi-authority (Verhagen, 1995). Furthermore,
since apparent authority is based on the relevant legal rules establishing the rights and obligations of parties instead
of an agreement made between the principal and the agent or a unilateral act of expression of the principal’s will, it
is also understood as one of the forms of statutory agency (Von Bar et al., 2009). Only through law does apparent
authority, as the illusion of agency, become a reality (Munday, 2010).

Generally, the doctrine states that the principal is bound by the actions of the agent when the latter acts with actual
or apparent authority (Meier, 2007). It should however be noted that, in legal systems in which the legal consequences
of apparent authority are no different or very similar to those in other cases of agency, apparent authority is not put in
contrast to actual authority, even if it is pointed out that they are fundamentally different in nature (Verhagen, 1995).
In turn, actual authority is divided into express authority and implied authority (Beatson, 2002). Express authority is
considered when the principal indicates orally or in writing (for example, via a written power of attorney or mandate)
what actions of legal significance the agent may perform. Whereas implied authority arises from the principal’s be-
haviour or the circumstances under which the agent acts. Implied authority, as part of actual authority, is unavoidable
in the business sphere since it is not possible to list precisely all the actions that the agent is entitled to perform in
a written power of attorney, mandate, or other agreement concluded between the principal and the agent. Therefore,
implied authority typically always supplements express authority, particularly the scope thereof. If, for example, a car
owner (principal) requests to drive his car from London to Edinburgh, his driver (agent) is likely to have an implied
right to purchase fuel, and thus the principal will be obliged to pay the fuel seller (third party) (Elliott & Quinn, 2005).
And it will only very rarely be considered that the agent does not have any implied authority, for example, in cases
where the principal defines the rights of the agent in great detail (Seavey, 1964).
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The fact that the rights conferred on an agent, as well as the fact of agency itself, may be implied is enshrined
in all international legal instruments, with the exception of the European Contract Law. Article 3:201(1) of PECL
(Lando & Beale, 2000) states that the agent’s rights to act may be express or may be implied depending on the cir-
cumstances. A somewhat more laconic agency is regulated by the DCFR (Von Bar et al., 2009), Article II. — 6:103(2)
of which states that both express and implied authority may be granted to an agent. A similar position is reflected in
Article 2.2.2(1) of the UNIDROIT Principles (UNIDROIT Principles of International Commercial Contracts, 2016)
and Article 9(1) of the Geneva Convention (Geneva Convention on Agency in the International Sale of Goods, 1983).
Implied authority as a legal basis for the actions of an agent is also enshrined in the legal acts of many countries, such
as France, Germany, Austria, the Netherlands, Estonia, Poland (Von Bar et al., 2009), Russia and others.

2. Differences and similarities between apparent and implied authority

Situations of apparent authority and implied authority often overlap and it is not always easy to identify the nature
of the powers an agent holds in a particular case (Verhagen, 1995). Although theoretically their delimitation does not
pose any major problems, it is noted that in practice the line between apparent authority and implied authority is so
blurred that the way in which the relation of a dispute is classified will depend solely on subjective criteria (Kotz &
Flessner, 1997). It should be noted that, from a historical perspective, prior to the formation of the doctrine of ap-
parent authority, a third party could defend its interests solely on the basis of implied authority: i.e., if the principal
filed a claim for annulment of a contract concluded by an agent in excess of his rights, the third party could defend
its interests by claiming that the principal had granted the agent broader authority (Levinthal, 1923).

The main difference between these types of authority is that the implied rights of an agent are part of actual
authority and therefore, in these cases, it is considered that a legal relationship of unauthorized agency has not been
established between the parties. Whereas in the case of apparent authority it is always considered that a person acts
without or in excess of authority. In other words, unauthorized agency is a precondition for the doctrine of apparent
authority, which legitimizes the unauthorized agent’s actions in relations with third parties.

In the case of implied authority, the principle of autonomy of the will of the principal is not considered to be
infringed, since the implied rights of the agent derive from the implied intentions of the principal. Whereas in the
case of apparent authority the agent concludes contracts that distort or do not express the will of the principal. If
circumstances other than those relating to the principal allow the third party to reasonably believe that the agent
operating under apparent authority has been duly authorized, a legal relationship between the principal and the third
party would not be established.

In the case of implied authority, the agent’s conferred rights are not overt — even though they are not directly stated
by the principal, they are an integral part of the mandate of the agent or actually arise from specific factual circum-
stances. Consequently, a contract concluded under implied authority may not be waived, whereas such a possibility
exists in the case of apparent authority (Busch, 2009).

The applicability of implied authority is questionable when there is no legal relationship between the agent and the
principal, i.e., when facing the actions of an unauthorized person. It is clear that, if the principal does not authorize
a particular person to act on his behalf, only the application of apparent authority may be called into question, even
though externally it may appear that the dishonest agent has implied authority after assuming a certain position.

In most cases, the problem of distinction between apparent authority and implied authority arises when the agent
is authorized to act on behalf of the principal. In practice, it is not easy to determine whether specific actions taken
by the agent are inseparable from the specific powers conferred on the agent, i.e., the agent may be considered to
have acted under implied authority conditions, or it must still be established that the agent has exceeded his powers
and a decision must be made regarding the application of the rules of apparent authority. When assessing the scope of
the agent’s rights, it is important to consider both how the third party perceived the agent’s authority, and how it can
be assessed in the context of the relationship between the principal and the agent. If the agent assumes a position in
which a person is generally considered to have certain rights, then implied authority must be established, unless the
principal expressly states that the agent is not granted specific rights (DeMott, 2006). In all cases, the principal has
the right to reduce the scope of implied authority granted to the agent, however it is necessary to inform third parties
thereof. Otherwise, even though the agent will act without being granted the necessary authority, the third party will
have good reason to believe that the relevant rights have been granted to the agent, which would presuppose apparent
authority (Munday, 2010). It should be noted that in legal systems where it is necessary to prove the condition that
the third party has believed that the agent was duly authorized due to the actual actions of the principal, the mere fact
that the principal had appointed the agent to a particular position may be considered insufficient to rely on apparent
authority (Busch & Macgregor, 2007). In addition, if the principal has imposed certain limitations on the rights of the
agent, anything that does not cover them may be considered to be implied rights of the agent (Lando & Beale, 2000).

It is irrelevant to the third party whether the agent acted with implied or apparent authority, since in both cases they
have essentially the same legal consequences, i.e., the principal is bound by the actions taken by the agent. Whereas
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in the context of internal relationship of agency this has essential significance. In the case of implied authority, the
agent is deemed to be acting with actual authority and is therefore not liable to the principal, whereas in the case of
apparent authority, as a general rule, the principal acquires the right to claim damages from the agent who carried out
the unauthorized actions. In this context, implied authority is more in line with the interests of the agent and apparent
authority — to those of the principal.

In some parts of the doctrine, the distinction between apparent and implied authority is drawn precisely from
the perspective of internal and external relationship of agency, arguing that apparent authority should be linked to
the relationship between the principal and the third party, whereas implied authority is a feature of the internal rela-
tionship between the agent and the principal (Verhagen, 1995). Such interpretation may presuppose a misconception
that apparent authority and implied authority are seemingly two different sides of the same phenomenon. Although
it is often hard to draw a line between apparent authority and implied authority, however, it should never be the case
where different representation grounds are established in internal and external relationship of agency due to the same
actions of the agent. These two types of authority do not coexist in the case of a specific situation: establishment of
apparent authority in a dispute between a third party and the principal will not lead to a situation in which the agent
will be deemed to have acted under implied authority conditions in terms of internal relationship of agency, and,
conversely, if implied authority is established in an internal relationship, then a relationship between the principal
and a third party will not be established on the grounds of apparent authority. When apparent or implied authority
is proven, it leads to legal consequences in both internal and external legal relationship of agency. For example, if
during a dispute between a bank and a customer over whether a bank employee had the right to grant a loan of an
appropriate amount it is established that this right is integral to the agent’s express authority, the bank will not be able
to deny this implied right and claim damages from the employee. Thus, the same rules for determining the content
of authority must be applied when assessing specific behaviour of the agent from the perspective of both an internal
and external relationship (Stoljar, 1961). However, this does not mean that, in the general context of the content of the
agent’s rights, apparent authority cannot supplement implied authority: certain actions of the agent may be found to
be performed within the limits of the agent’s implied rights, while others may be classified as part of apparent rights.
For example, a seller’s agent will normally be considered to have the right to accept claims about the quality of the
goods (implied authority), however it is also established that the agent cannot enter into contracts for the wholesale
supply of goods. If the agent still performs these actions, a third party will be able to rely on apparent authority after
proving the conditions for the application thereof.

It should be noted that in cases of implied and apparent authority, the burden of proof is differently divided be-
tween the parties. Apparent authority is not presumed — the conditions for its application must be proved by a bona
fide third party (Vogenauer & Kleinheisterkamp, 2009). Since apparent authority is linked to a third party’s reason-
able belief in the authority of the agent, the third party has to specify what gave rise to this conviction. It should
also be noted that in legal systems where apparent authority is understood not only as a means of defending the
infringed rights of the third party, but also those of the principal, the latter has to justify the application of apparent
authority in order to rely on the legal consequences thereof (Vogenauer & Kleinheisterkamp, 2009). It is also noted
in the case law of the Lithuanian courts that the circumstances in which there were serious grounds to believe that a
contract has been concluded with an authorized agent of another person must be proved by the party who relies on
these circumstances (Judgment of the Supreme Court of Lithuania of 2012 March 20, civil case no. 3K-3-102/2012).
Whereas in the case of implied authority there can be some presumption of existence of the agent’s authority. If the
principal claims that the agent did not have the necessary powers during the conclusion of a contract, it is sufficient
for the third party to specify certain factual circumstances of the agent’s behaviour which will normally indicate the
implied rights of the agent (for example, to specify that the lawyer has the right to conclude a settlement agreement,
the seller to sell goods, etc.) (Beale et al., 2010). The principal shall have the burden to prove that the agent did not
have the appropriate powers in a particular case, in the light of the circumstances specified by the third party. If the
principal denies the existence of implied authority by admissible means of proof (for example, proves that it has in
fact prohibited the agent from carrying out certain actions), then the third party may rely on the doctrine of applied
authority, but, as mentioned before, it shall bear the burden of proving all the conditions necessary in a particular
jurisdiction for the application of this remedy.

It should be noted that the line between apparent and implied authority is particularly blurred in Germany. In the
legal doctrine of this country, Duldungsvollmacht, which, as mentioned previously, is described as one of the types
of apparent authority, is also regarded as part of implied authority (Schmidt-Kessel & Baide, 2009). This conclusion
can be drawn from the fact that in English sources Duldungsvollmacht is referred to as a type of constructive author-
ity. A German equivalent of this English term is not provided, but it should be translated into Lithuanian as implied
authority. However, it is considered that the content of Duldungsvollmacht is not identical to the traditional concept
of implied authority. As it was explained, in the case of implied authority, the agent is considered to be acting with
actual authority arising from the circumstances under which the agent operates. Whereas in the case of Duldungsvol-
Imacht there is no factual basis for a broad interpretation of the scope of authority, since the agent actually exceeds
the rights granted to him or acts without even being granted such rights. That is why it is not appropriate to treat
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Duldungsvollmach as one of the cases of implied authority. It is also questionable whether this basis of an agency
relationship can in all cases be classified as apparent authority. Since tolerance of the actions of an unauthorized agent
on the part of the principal may often be unknown to a third party, it may fail to prove the basic condition for the
application of apparent authority, namely the behaviour of the principal, which gives the third party the impression
that the agent’s authority is genuine. In this context, it is worth noting the experience of Austria, which has transposed
both Anscheinsvollmacht and Duldungsvollmach into its legal system in interpreting these categories of authority.
In Austria, Duldungsvollmach has a dual meaning and is treated both as a type of apparent authority and as one of
the means of verifying the actions of an unauthorized agent (Von Bar et al., 2009). This doctrinal position is to be
welcomed, since in cases where the principal tolerates the behaviour of his agent but the factual circumstances do
not meet the conditions for the application of apparent authority, such omission may be understood as consent re-
garding the agent’s unauthorized actions. Furthermore, since the principal is generally aware of the person acting on
his behalf before the latter takes specific action, such non-interference could also be regarded as a form of implied
authority (Kotz & Flessner, 1997).

In contrast to Duldungsvollmach, other cases of constructive authority distinguished in the German legal system
should be classified in a completely different way, namely: 1) when a third party enters into a contract with an agent
without knowing that the principal has revoked the powers of the agent or they have expired on other grounds;
2) when the ordinary powers of a retail seller or warehouse worker are restricted; 3) when a third party acts by relying
on information on the rights of a procurator specified in the trade register, which does not correspond to reality. Since,
in these situations, it is considered that the agent does not have or exceeds the powers conferred to him, it should
not be a question of implied authority but of apparent authority, given how it is understood in other legal systems.

It is also important to note that, in addition to apparent and implied authority, there is another type of authority in
the doctrine, which is usual authority. Essentially, usual authority could be classified as implied authority, i.e., which
is specific to a particular position of the agent or which is treated as part of apparent authority if the implied rights of
the agent are restricted in the internal relationship of agency (Verhagen, 1995). The emergence of the legal relation-
ship of this type of agency was determined by the situation where an unauthorized person acts under the conditions
of undisclosed agency. Since in this case the third party is not aware that one person is acting in the interests of
another, the undisclosed principal cannot be held liable under the rules of apparent authority due to the fact that the
other contractual party reasonably believed that the agent’s actions were lawful. This specific category of agency has
emerged in countries with a common-law tradition to justify the application of liability of an undisclosed principal.
It is argued that in the case of not only disclosed but also undisclosed authority, the principal must be held liable for
all actions taken on his behalf, which are customary for the specific position of the agent, regardless of the breach of
limits imposed by the internal relationship of agency (Reynolds et al., 2010). It should be noted that in continental law
countries the concept of usual authority is not known, since, as mentioned above, the doctrine of apparent authority
may also be invoked in the case of the legal relationship of indirect agency.

3. The problem of demarcation of implied authority and apparent authority in Lithuanian civil law

Demarcation of implied authority and apparent authority is particularly complicated in Lithuanian civil law. In the
doctrine and the case law based on it, the concept of apparent authority has long been interpreted by linking it to
implied authority. The problem arises from the fact that Article 2.133(2) of the Civil Code (CC) of the Republic of
Lithuania (2000) covers both apparent and implied authority, which is why these two types of authority are confused
with each other by misunderstanding the qualifying features of each of them and not identifying the specific legal
norms which establish them. Implied authority is established by Article 2.133(2) of the CC of the Republic of Lith-
uania, noting that the “rights of an agent may also arise from the circumstances under which an agent acts (sales-
person in retail trade, cashier, etc.)”. As stated before, this regulation is not fundamentally different from that which
was enacted in 1964 under the CC of the Republic of Lithuania. When describing implied authority in the doctrine,
in addition to the said provision, there is another relevant sentence in Article 2.133(2) of the CC of the Republic of
Lithuania, establishing that “in the event that behaviour of a person gives reasonable grounds for the third persons
to think that he has appointed the other person to be his agent, contracts concluded by the said person in principal’s
name shall be binding for the principal” (Aviza et al., 2009). As it is explained, this part of the legal rule is intend-
ed to describe apparent authority instead of implied authority. From the point of view of legal technique, it is to be
criticized that the first sentence of Article 2.133(2) of the CC of the Republic of Lithuania defines implied authority,
while the second defines apparent authority. For this reason, in the works of Lithuanian researchers, both implied and
apparent authority were identified as the same up until 2011, and the country’s case law is unable to draw a clear line
between these two types of authority up until this day. Both the Court of Appeal of Lithuania (Judgment of the Court
of Appeals of Lithuania of 2008 April 14, civil case no. 2A-471/2008) and the Supreme Court of Lithuania (SCL)
(Judgment of the Supreme Court of Lithuania of 2011 April 12, civil case no. 3K-3-173/2011) have repeatedly noted
that “pursuant to the provisions of Article 2.133(2), in the case of implied authority, in the event that behaviour of a
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person gives reasonable grounds for a third person to believe that he has appointed the other person to be his agent,
contracts concluded by the said person in principal’s name shall be binding for the principal, i.e. shall establish
civil rights and obligations for him”. Such merging of the concepts of apparent and implied authority shows that the
courts do not identify apparent authority and implied authority as the basis for the establishment of two independent
relationships of agency. That is why the courts are not always able to properly classify the factual circumstances of
cases, as confirmed by specific case law.

In a case examined by the Kaunas Regional Court (Judgment of Kaunas Regional Court of Lithuania of 2008 April
14, civil case no. 2A-515-527/2008), there was a dispute due to the respondent’s failure to make timely payments in
accordance with the schedule for the repayment of advance payments. According to the respondent, she repaid part
of her debt to the claimant’s deputy director, as evidenced by the debt repayment letter signed by him. The claimant
stated that the said money had not been added to the company’s cash register, it must therefore be held that the re-
spondent has failed to fulfil her obligations. The court relied on the doctrine of apparent authority and noted that the
respondent could have reasonably assumed that the deputy director also had the right to accept debt repayment in cash,
since it was customary in the company for the deputy director to travel to the company’s divisions in performance of
his duties, in order to perform cash acceptance and transfer operations. In this context, the court reduced the amount
of the debt by the amount paid by the respondent. Although in the present case the court rightly acknowledged that
the actions of the deputy director on behalf of the company have legal consequences for him, however, given the
factual circumstances, it is more likely that the deputy director acted under the conditions of implied authority instead
of apparent authority. More importantly, the claimant did not dispute whether the deputy director had the authority to
accept money from third parties, but merely relied on the circumstance that the money paid by the respondent was not
deposited to the company’s cash register, which presupposes a dispute not as to the existence of the actual authority
of the deputy director but as to the proper performance of his duties as the company’s representative.

Other factual circumstances of the case examined by the Kaunas Regional Court (Judgment of Kaunas Regional
Court of Lithuania of 2008 September 8, civil case no. 2A-824-601/2008) show that a resolution could also be made
on the application of the rules of apparent and implied authority, although the court ruling does not specify these types
of authority, nor does it refer to the legal rules regulating them (i.e., Article 2.132(2,9) of the CC of the Republic
of Lithuania). In this case, the claimant sought payment of the debt under the sales contract of 2 January 2004. The
respondent refused to cover it on the ground that the claimant had handed over the goods to a person unauthorized by
the respondent. The respondent noted that the claimant had no reason to hand over the goods to T. S., who, although
an employee of the respondent, was not appointed as his authorized agent for purchasing the goods. When resolving
the dispute between the parties, the court formally stated, solely on the grounds of the employment contract, that this
was not within the job duties of T. S. and that T. S. had no right to purchase and accept the goods from the claimant
or sign the VAT invoices issued by the claimant on behalf of the respondent. The fact that this right of the agent was
not expressly mentioned in the employment contract (it should be noted that the content of an employee’s authority
as an agent is usually not defined at all in the employment contract) does not mean that T. S. acted as an unauthorized
person. The court did not assess whether, given the nature of the duties held by T. S. (supervisor), his actions could
not be classified as having been performed with implied authority. The implied rights of T. S. could also be verified
by the fact that it has been a common practice between the parties for many years for goods to be handed over to
the respondent’s employees without any authorization, and for the respondent to pay for such goods according to
the issued VAT invoices. The transfer of the goods under this procedure lasted until 2006 and only then did the re-
spondent declare that the goods must be transferred by the claimant to the respondent’s employees who had approved
authority to accept the goods. It is considered that these factual circumstances enable to establish a legal relationship
of implied authority. On the other hand, even if the respondent was able to establish that T. S. acted without implied
authority (for example, he was prohibited from carrying out the actions in question), the application of the doctrine
of apparent authority could also be considered in the context of this dispute. The respondent’s liability under the
rules of apparent authority could be justified by the fact that the claimant (third party in the relationship of agency)
had serious grounds to believe that T. S. was the respondent’s duly authorized agent (this would be justified both by
the practice between the parties and by the circumstance that the powers held by T. S. at the time of the transaction
were verified by another employee of the respondent — J. M. G.) and that it was the respondent who was responsible
for creating that impression.

The problem of delimitation of apparent and implied authority can also be seen in Civil Case No. 3K-3-393/2010
examined by the Supreme Court of Lithuania (Judgment of the Supreme Court of Lithuania of 2010 October 18, civil
case no. 3K-3-393/2010). In this case, a dispute arose over the grant of the right to represent another shareholder at
the general meeting of shareholders. G. V., one of the respondent’s shareholders, issued a notarised power of attorney
in Italian. During the general meeting of shareholders, the representative of shareholder G. V. was not allowed to
vote, since a non-certified translated copy of the power of attorney was presented during the meeting instead of the
original document. The SCL noted that “such failure to provide a power of attorney can only mean that there is no
express authority and that this does not preclude the establishment of another type of authority — implied authority,
in view of the factual circumstances”. It is doubtful whether implied authority can be established in this case when
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the shareholder (principal) has clearly expressed his will for another person to represent him at the general meeting.
The scope of the agent’s authority is specifically defined and there is no need for a broad interpretation of the rights
granted. It should however be noted that in certain cases the law may lay down requirements for the form of authority.
Failure to comply with them will not produce the desired legal consequences of a transaction, despite the fact that
the person has expressed his will. An analysis of foreign case law shows that in cases where the principal authorizes
the agent without completing the necessary formalities, apparent authority is applied (Beale et al., 2010). It should
also be noted that the discussed SCL case is non-standard in the sense that in this case the third party relied on the
absence of form requirements, even though usually it is the principal who tends to abuse this circumstance.

A dispute of a rather similar nature was also examined by the SCL in Civil Case No. 3K-3-1057/2003 (Judgment
of the Supreme Court of Lithuania of 2003 November 5, civil case no. 3K-3-1057/2003). The claimant, a sharehold-
er, applied to the court for annulment of the resolution of the general meeting of shareholders on the grounds that
the meeting had been convened without informing him thereof. The respondent, the company whose shareholders’
resolution was being challenged, stated that the claimant had been represented at the meeting by a third party, A. V.,
who had acted on the basis of a power of attorney issued by the shareholder. The claimant was also notified through
A. V. of the convening of the meeting. Although the power of attorney issued by the claimant did not state that the
agent is authorized to receive information about the convened general meetings of shareholders, it is considered that
this right is inseparable from the agent’s mandate. The existence of the legal relationship of implied authority is
also supported by other factual circumstances. As established by the courts examining the case, the claimant did not
participate in the general meetings of shareholders for more than two years in any way other than through its agent
A.V. In addition, the practice of convening meetings was such that the agent in Lithuania of the claimant — foreign
company — was informed thereof. It can be accepted that, due to the existence of such a long-standing practice, which
has never been disputed by the claimant as infringing its right to know about the convening of a meeting and to take
part in the said meeting, there is no reason to state that this was unauthorized agency.

In another civil case, the court established that a person acted with implied authority, although factual circum-
stances are presumed to have led to a decision on the application of the rules of apparent authority. In its judgement
passed in Civil Case No. 3K-3-147/2007 (Judgment of the Supreme Court of Lithuania of 2007 April 6, civil case
no. 3K-3-147/2007), the SCL noted that “an agent may be authorized by the issuance of a written power of attorney
(Article 2.137 of the CC), or the rights of an agent may also arise from the circumstances under which an agent acts
(Article 2.133(2) of the CC)”. The SCL found that the contract according to which the claimant provided consulta-
tions to the respondent regarding the company’s activities was signed by the respondent’s administrator V. A., who
was later appointed to be the director of the company. Despite this fact, the court established that this contract has
legal consequences, since V. A. actually managed all the company’s activities and concluded the company’s contracts
using not only the company’s seal, but also the signature seal of the company’s owner. According to the SCL’s inter-
pretation, V. A. had implied authority to enter into contracts with third parties on behalf of the respondent. The result
of this decision is unquestionable, but in view of the fact that V. A. was not the director of the company at the time
of the dispute, i.e., she was not authorized to enter into contracts on behalf of the company, it can be assumed that
V. A. acted as an apparent agent. As seen from the facts of the case, the claimant had reason to believe that he was
concluding a contract with a duly authorized agent of the company, a belief which was prompted by the circumstances
of the agent’s behaviour (to whom the company’s seal and signature seal of the company’s owner were given, who
was enabled to manage all the company’s activities, etc.).

The doctrine of apparent authority instead of implied authority should have probably been relied on in Civil Case
No. 3K-3-173/2011 examined by the SCL (Judgment of the Supreme Court of Lithuania of 2011 April 12, civil case
No. 3K-3-173/2011). In this case, a dispute arose as to whether the respondent (vehicle lessor) was required to re-
imburse the claimant (vehicle lessee) for the costs of repairing and transporting the vehicle. The claimant based this
claim on agreements signed by the respondent’s employee (deputy technical director), under which the respondent
undertook to pay for the repair of the vehicle and to reimburse the costs incurred by the claimant. In turn, the re-
spondent indicated that the employee was only authorized to hand over the vehicle, but was not entitled to negotiate
reimbursement of the said costs. While examining this dispute, the court ruled that Article 2.133(2) of the CC of the
Republic of Lithuania establishes implied authority, which, as mentioned before, is not entirely accurate. Part 9 of the
same article was also invoked in the course of the proceedings, by no longer linking it to implied authority, but also
not specifying that this legal rule regulates apparent authority. Despite the inaccurately used terminology, it is con-
sidered that the SCL properly qualified the relationship of the dispute, which is confirmed by specific circumstances.
The courts of lower instance have found that agreements signed between the respondent’s employee and the claimant
for the reimbursement of vehicle repair costs cannot be construed as an amendment to the vehicle rental agreement,
and they did not impose any obligations on the parties under this agreement, since the respondent’s employee did not
have the authority to enter into the dispute agreements. The SCL does not question this conclusion, i.e., does not deny
the fact that, in the case of the dispute, a legal relationship of unauthorized agency was established, but emphasizes
that the courts examining the case did not assess the circumstances specified in Article 2.133(2,9) of the CC of the
Republic of Lithuania. After the respondent declared that he does not approve contracts, it was necessary to take into
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account the arguments of the claimant that he reasonably believed that the respondent’s employee was acting on his
behalf as a duly authorized agent, and did not know and did not have to know that he was exceeding his authority.
In other words, the courts did not consider whether, in this case, the interests of the claimant as a third party in the
relationship of agency could be protected under the rules on apparent authority. That is why the case was remanded
to the Court of Appeal for further proceedings.

In another case (Judgment of the Supreme Court of Lithuania of 2010 February 8, civil case no. 3K-3-38/2010),
the SCL properly qualified the dispute as implied authority, but unnecessarily analysed whether the third party had
serious grounds to believe that it was concluding a contract with an agent who had the right to do so. This circum-
stance, as will be explained later, is a prerequisite for the application of the doctrine of apparent authority, however
it is irrelevant in determining whether the agent acted with implied authority. Such inaccuracy was probably caused
by the fact that the courts examining the case linked implied authority with the entire Article 2.133(2) of the CC of
the Republic of Lithuania, which, as mentioned before, also regulates apparent authority (Judgment of the Court of
Appeals of Lithuania of 2008 September 15, civil case no. 2A-471/2008). The existence of an implied authority rela-
tionship between the parties to the dispute is confirmed by the fact that the respondent had drawn up a performance
and order allocation scheme, according to which his agent, who worked as an accountant, searched for work objects,
distributed work tasks among employees, took them to the object, and made agreements with customers regarding
the relevant work. Given the above, it may be presumed that the person was in fact entitled to act on behalf and in
the interests of the respondent carrying out the roofing, repair and construction work. In addition, these works were
carried out with the knowledge and control of the company’s management and owners.

It should be noted that recent case law has drawn a clearer distinction between apparent and implied authority,
at least in terms of concept (Judgment of the Supreme Court of Lithuania of 2012 March 20, civil case no. 3K-3-
102/2012, Judgment of the Supreme Court of Lithuania of 2017 November 11, civil case no. e3K-3-394-684/2017,
Judgment of the Supreme Court of Lithuania of 2019 December 17, civil case no. e3K-3-381-684/2019, Judgment of
the Supreme Court of Lithuania of 2021 February 25, civil case no. e3K-3-11-701/2021). Although apparent author-
ity continues to be interpreted exclusively in the context of Article 2.133(9) of the CC of the Republic of Lithuania,
implied authority is no longer linked to the entire part 2 of the same article. It should be noted that the “scope of the
rights conferred on an agent, as well as the fact of agency itself may also arise from specific circumstances under
which an agent acts (salesperson in retail trade, cashier, etc.) (Article 2.133(2) of the CC)”. Hopefully this interpre-
tation of the SCL and the recent detailed analysis of apparent and implied authority in the doctrine of Lithuanian law
(Tiknitte, 2011; Pakalniskis & Jurkevicius, 2011) will lead to the formation of a more accurate and uniform practice
of Lithuanian courts in interpreting these specific legal relationships of agency.

Conclusions

Apparent authority is mainly the result of the conclusions of case law and the legal doctrine. This institute is inter-
preted differently in different legal systems on the basis of certain more general theories and principles of private
law. For example, in England and other common law countries, apparent authority is based on the rule of estoppel, in
France and Belgium — on the theory of false belief, in the Netherlands and PECL — on the principle of protection of
legitimate expectations, in Germany — on the doctrine of culpa in contrahendo, in the principles of UNIDROIT — on
provisions of fairness and prohibition of inconsistent behaviour.

In a general sense, apparent authority can be described as cases where the principal has not authorized the agent
or granted limited rights to the agent to act on his behalf, however, due to the behaviour of the principal or other
circumstances related thereto, the third party reasonably and honestly believes that the agent has been duly authorized.
Apparent authority is only an illusion of agency that becomes a reality through law.

It is important to distinguish apparent authority from other types of authority, especially implied authority. Im-
plied authority arises from factual circumstances under which the agent acts and must be regarded as part of actual
authority, which presupposes that, unlike in the case of apparent authority, the actions performed by the agent do not
mean that the agent exceeds his authority.

Given that apparent authority and implied authority are not clearly demarcated in the Civil Code of the Republic
of Lithuania, it is proposed to revise Article 2.133(9) of this legal act by providing that, if the principal’s behaviour
has given serious grounds for the third party to believe that he concluded a contract with a duly authorized agent, or
if such belief of the third party is determined by other circumstances related to the principal, the contract should be
binding on the principal, unless the counterparty knew or should have known that the agent exceeded his rights or
was not granted such rights at all.
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