Lecture 6 - Corporations

A corporation is called a company

Why should we incorporate? (http://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs04841.html) 
1. Separate legal entity
· A corporation has the same rights and obligations of an actual person
· The organization can sue and be sued
· The corporation has a separate legal status
· A corporation can't adopt kids
· It doesn’t have certain matrimonial attributes
· If you are employed you cannot become a corporate (ex. A hockey player cant become a corporation)
2. Limited liability
· You are liable for the amount you actually put in
· You are not personally liable when you personally sign for the debts
· When you buy a franchise, they make you buy an assignment so you will be liable for all personal losses
3. Low corporate tax rates
· Corporations are taxed only once (not twice) 
· First $500k you pay less than the U.S.
· When you are a small business you pay half the taxes of large corporations
· Individuals pay more taxes (this policy is to attract international investors, because you want the U.S. to invest here)
4. Greater access to capital
· The more you make money, there will be capital gain and dividends
· [bookmark: _GoBack]Ex. Samsung is suing Apple for false accusations (British courts say Apple is guilty, but they have to settle this in the U.S.)
5. Continuous existence
· If the owner becomes dead, the corporation can continue in its business

Implications of Incorporating
1. High start-up costs
· When its two or three people it’s a high cost
· Ex. Go back to your ex and discuss your investments you made. Try and compliment her to make her split nicely, if not your in trouble
· When you go into a business, you have to know how to get out
2. Increased formalities
a. All federally incorporated businesses must file certain documents with Corporations Canada. Among these are:
i. Articles of Incorporation;
ii. an Annual Return; and
iii. notices of any changes in the board of directors and/or the address of the registered office.
3. More complex structure (A corporation must have three elements)
· Shareholders — These are the people who own the corporation. They make decisions by voting and passing resolutions, generally at a shareholders’ meeting. Most importantly, they elect the directors of the corporation.
· Must have a vote  those who vote, elect directors
· Directors — They supervise the management of the corporation’s business. A corporation must have at least one director. They are also responsible for appointing the corporation’s officers. A director cannot be another corporation.
· The ones responsible for direction
· Officers — A corporation’s officers hold positions such as president, chief executive officer, secretary and chief financial officer. Although a corporation’s officers are appointed by the directors, their duties are normally set out in the by-laws. In general, officers are responsible for managing and executing the corporation’s day-to-day business.

Benefits of Incorporating Federally
1. Heightened name protection
· You have to protect your name
2. Location flexibility  going federally allows for this flexibility

Steps of Incorporation (http://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs02717.html) 
1. Name the corporation
· You can ask for a business name or your can ask for a number
· If you want a business name you need to submit a report that says there is no infringement on copyrights
· You don’t have to pay for a number
· You need a name that serves in both official languages
· Ex. All beer companies had names in colours (Labatt blue, black label, etc.) Molson had the copyright for the name “blue” (for one full year Labatt couldn’t market with the name blue)  has to say “Labatt’s Blue” and not just “Blue” like they used to
· Your name cannot be obscene or involve discrimination
· Ex. Your name cannot involve Hitler
2. The province or territory in Canada where the registered office is situated
· A postal box is not tolerated
3. The classes and any maximum number of shares that the corporation is authorized to issue
· Must have three elements (Schedule 1) (http://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs04851.html):
· Votes (need 2/3 of the voting rights for fundamental changes)
· Dividends
· Receive - the remaining of the assets about dissolution
4. Restrictions, if any, on share transfers (Schedule 2)
a. Do you want everyone to own the business
b. Do you have a clause saying restrictions in selling shares
5. Minimum and maximum number of directors
6. Restriction, if any, on the business the corporation may carry on
a. You would not become an expert on transmission
b. Ex. Sun-life wanted to move from Montreal to Toronto (needed 2/3 of the shares to vote)
c. Examples of other restrictions: Banking arrangements, By-laws
7. Other Provisions (Schedule 3, b, iii(bylaws))

Model By-laws (http://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs04852.html) 
1. Directors
· Calling meetings: how, who, when, and what to way to call them
· Votes to govern
· Interest of directors

2. Shareholders’ Meetings

3. Banking Arrangements, Contracts, etc.

4. Interpretation
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