Business Law Lecture 1  	
5 elements of organizing our law system:
1. What is law?
a.  Law: The rules and norms that governs the actions of persons and provides rights and freedoms that are enforced by the courts.
i. Ex. Everybody can eat as many hamburgers as they want as long as they are not causing harm to others. If they law does not prohibit then you can do whatever you want. Ex. Smokers can consume tobacco where it is permitted.
b. As we change/advance in society things are getting more and more complex.
i. Rights and freedoms says that we are allowed to be protected from those rules.
c. Ex. The forces in lybia use “legal authority” to protect the interest of individuals bombing ghadaffi follwers.
2. Law defines our economic system and defends capitalism. We do not defend communism as capitalism has property rights or ownership of capital. Economy defines democracy, wealth secured democracy.  “you owe a million to the bank you’re lost, you owe a billion, the bank’s lost”. Ownership of capital is the essence of power. Communism will never succeed it abuses their society and population. People have a selfishness to make wealth, secured through banks, houses etc… capitalism secures peoples interests. Business law is about ownership, to secure ur interests
3. The law defines the fundamental values we share as Canadians and we enjoy the most individual rights in the world. A strong legal regime protects these fundamental values. Freedom, liberty, democratic rights.
4. We need to own the capital to secure our future wealth and opportunities. If you have no power you are nobody. Power makes choices. To have power you need to have equity. 
5. “Treat your friends as if one day they become your enemies, and treat your enemies as if one day they become your friends”. The law tells you directions and right and wrong. At one time you may break those rules are you able to face the consequences. What you do wrong may come back and haunt you. In the future a friend may be running an interview and knows the truth about a university student’s past. 
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	Our legal system involves supreme laws that are our constitution. It then involves the Public and Private systems.
· Private:  these private laws are what comprise Business Law.
· In the private system we have contract laws. Ex. Bell tv gives you a certain chip for your tv box according to your agreement on channels. They can fine you should you break the contract agreement. 
· Tort laws: tort laws are simply laws against wrong doings
Resolution methods in business:
· Meditation 
·  An independent party helping the different persons to resolve the dispute. Mediation involves compromises. For mediation you have to have good faith. You must be willing and wanting to achieve a resolution. If it is determined you are not acting in good faith then you may be required to pay the other party’s legal fees.
· Arbitration
· An independent party that will impose a binding decision on the parties. A binding decision means you are required to comply with the decision and there is no appeal to courts unless there’s breach of justice.
· Litigation
· A formal court process where we will argue our case before an independent party. This is saved as a last resort. 
· Litigating in a civil case: 
· Statement of claim: first document preceding the case where you argue your story and the details of the act. 
· Counter claim: You have 20 days to reply as a defendant. Your reply would indicate your actions did not stray outside of the rules or the law. Ex. Hockey fight is within the game and not assault because its involved in the game
· Reply to the counter claim: counter the defendant arguments, and that it does not stray from the facts. 
· Discovery: this is where we release the evidence and the true facts come out. We bring out the list of witnesses and both parties are aware of all witnesses 
· Trial: We bring witnesses (step 1) to be cross examined. This is not easy and not all the witnesses are good at being crossed examined. They will grill the witnesses aiming to ruin the credibility of the witnesses. It can get very intense and gruelling.
· Statements(step 2): bring hearsay someone expresses a statement from a party that is not in court. We also have the presentation of the best evidence meaning we use the original evidence and photographs and it cannot be altered.
· Decision from the judge: Judge makes the decision of who wins the case and also the decision of who pays the fees for the other party. After the decision you have 30 days for appeal. If it was a criminal court there needs to be a criminal charge against you. In Canada ALL evidence must be disclosed good or bad for the case, should that not happen the case would be dropped on the spot. Everyone in Canada is entitled to a fair prosecution. 
1. Common law
a. British court decisions that are used to determine legal rights in a given context. The decisions allow us to distinguish between facts so that we can understand how the legal principle should be applied. In a given context, unjust dismissal will bring a certain amount of months of compensation. The higher you are in a organization the higher your compensation.
i. India, South Africa, Canada, US, Britain all use common law. Used in societies where we see strong economic systems
2. Civil Law: French system adopted in Europe, Canada, Africa. In a civil law society the judge applies the legislation. He’s applying the rules to a given context. It defines the concepts of the rights in the legislation. Pro: precision. Con: technically. The exceptions might hurt you. In a civil process we need to prove that the case is in the balance of probability. In a criminal case we need to prove a case beyond reasonable doubt. The standard of evidence is lower in a civil case. It is based of what would be reasonable and unreasonable. 
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Term paper notes:
Executive summary, summarize the paper and provide the key elements of decision making and recommendations. Has to give out a proactive position guiding someone based on your opinions and expertise.
Chart of Rights:
· Canadians have the luxury of having the most comprehensive constitution for individual rights. It gives more rights than what other societies have for constitutional protection.
· These rights need to be interpreted in a given context. When you choose not to wear a seatbelt, society has to pay for damaged of you going through the windshield. The rights of other will protect public safety. Ex. You will not be entitled to smoke in public areas or events where people will be gathered whether a parking lot or park. There will be restrictions to smoke around others. The next step may be to fine people for littering the butts.
· Charter has been in legislation since 1982. Canadians went through constitutional battle and the chart was made as a resolution. Open to constitution in this country is very demanding because of many societal views and needs. 
· Ex. Quebec wants to have a new system with the federal system. They lost their last referendum at 49.9% to 50.1%. It can always change. 
· Ex. Pro-life advocate wants to integrate a fetus right. In Canada, abortions are not doing after 7 months. Usually 6 months is the limit.
· The courts have been creating the rights and freedoms and the problem is the supreme court judges are appointed and not elected and the politicians are letting that happen. 
· Preamble:
· Supremacy of god:
· As Canadians, nobody can say that one’s god is better than anothers. Everyone has their rights to believe who is God and to define it. In our society , we believe the state should never be associated to any religion and it should be separated
· Rule of Law:
· Everything that is a rule in our society has to be enacted by legislation or by a supreme authority or a norm. Nobody should be using discretionary powers to express authority. Ex. You have a course outline with the weights of the midterms and you cant change it because its been the norm and layed out. Consequently these are norms that become rules you have to follow.
· Cannot changing the rules if its spelled out. Rule of law has to be spelled out. Everybody is equal before and under the law, regardless of the status. You are required to follow the same norm. everyone is subject to the same norm of not drinking and driving. 
· Ex. In US. They asked Bill Clinton if he has sex with Monica Lewinsky. 
· In Canada with sexual assault theres needs to be a rape kit done within 24 hours to ensure evidence. It is a priority 1 issue to not lose any sampled evidence. 
Freedoms:
· Freedoms of conscious: everyone has the freedom to have personal, conscious thoughts and expressions as it is for you and not for distributions. This also includes the freedom of religion. The state has no religion. Interpretation is not widespread across all societies and we cannot dictate interpretation or understanding. Animal cruelty laws will not be overwritten by religion should there be proven animal cruelty with a sacrifice. 
· Freedom of expression: we are entitled to express ourselves as long as we do not harm others. This also prevails over religious rights. Ex. Danish cartoon had images of Mohamed and they were warned not to show. 
· Freedom of association: to be together and form a group. 
· Peaceful assembly: You are allowed to peacefully be against certain issues. Ex. You are against a policy and went to parliament hill to protest until you jump the fence and then become a security issue. We can do what we wish as long as it does not become violent. Violence is the only thing that causes problems.
Democratic rights:
1. Right to vote: need to be Canadian to vote
2. Mobility rights: to move in and out of Canada
3. Legal rights: rights that deal with relationship of the courts and the state
4. Language rights: To remove a linguistic right requires unanimous consent. Theres no mechanism to bypass language rights. Once its been granted  it is almost impossible to separate it
5. Minority school rights: Right to go to a French or English school in Canada 

How to interpret these rights:
a) The rights must be spelled out in the charter
b) There has to be a violation of that right. Ex. A seek wants to wear his turban but he works for rcmp and has to wear the specific hat. His religion right did not interfere with any safety issue and was entitled to his turban. 
c) Has to demonstrate that theres a rule that limit that right of freedom
d) That restriction is reasonable in a free and democratic society. It means that the means of choosing are proportional to the objective.
Professional services
Professional: someone engaged in the occupation of an activity that is governed by a professional body in order to protect the public. That professional body will require skills and knowledge on your part. It means you know what your doing and if you don’t that’s your problem.
Key things
a) Ethical conducts: it’s the norms were required to follow. 
b) Professions in house: often you will be executing a task with the organizing. Even though your in-house you are still subject to the professional status you carry. You carry your title wherever you use it. You on a personal base are still liable.
c) Retainers: a retainer is when you get an advance payment in order to fund services to clients. Ex. Accountants charge 2000/mth for his services take it or leave it. Sometimes companies don’t want to hire you but don’t want you against them and will be given retainer fees to stay out of the work. Example lawyers. Get paid to stay out of certain cases.
d) Fiduciary duties: look at the duties we have because were in a position of trust. The person in front of us depends on our expertise. A doctor can’t reveal your problems outside of his practice because he’s in a position of trust and confidentiality. In a position of trust you know information that can destroy people’s lives and reputation and you are bound to that information
a.  Conflicts of interest. 
b. Use the relationship for personal benefits. 
c. Not follow clients instructions
d. Not disclose relevant information
e. Act honestly and in good faith with care. Honestly does not me truth. That there is no misinterpretation of the fact to mislead the issue. To respond to expectation of information.
f. Maintaining confidentiality of information of clients. You will a privilege which recognizes you have a right not to release that information except in key specific situations. Keep your mouth shut essentially.
e) Risk management: how you manage risk and how you limit your liability. In many business cases you are trying to limit your liability to your own faults. You will try to arrange the system to have the corporation is liable. Insurance is needed for that under the professional corporations act that allows limited liability. You are personally liable if you do no have insurance and all your assets are used for that purpose. 2 Million is the suggested insurance for driving a car.
f) Professional body: this body will discipline professionals. That body follows specific rules of conduct. You always need to meet the specific rules of conduct of your profession. If it does not exist than your free. If it does than you need to follow it
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Term paper notes:
· Intro: what is the purpose of the paper, what are u trying to achieve, what’s the purpose of getting that done, 
· Explanation: Take the terms and explain the clauses. Do not rewrite them . what are the legal consequences of the clause. 
· Report format, straight forward. Not trying to impress with fancy words just facts and implications of the clauses. Not essay style
· Application: apply ideas such as risk 
· Recommendations: recommendations based on your view of the clauses. What have you learned to watch out for. 
· Legal corrective measures: its upto you to propose changes to refute the fairness and quality of the contracts
Risk:
· Risk involves an actual unforeseen event that may be predictable and will cause hardship to persons either economically or personally. 
· Risk involves the notion of hardship or loss. 
· In order to manage risk we need to draft an actual risk plan:
1. Identify the legal risk – you have to be able to determine what are the elements of the business that is at risk. 
· Assess the functional areas. Which area is responsible for the problem? The insurance company wants to be sure you are not careless. 
· Review who is making the business decision
· Who is responsible and carries the accountability. Who ever makes the call carries the risk. 
· Examine the relationship between the business and the environment
· Identify those involved in the relationship. 
2. Evaluate the risk
· Probability of loss – what are the chances that loss occurs. How often will that happen
· Assess the severity – how much damage will we suffer if something goes wrong. Example: recalls with Toyota. Only one of the twin towers was insured. 
3. Risk management plan
· Avoid the risk – take all the necessary steps to avoid the risk. Make sure there’s no way something can happen. Take and avoid all possibilities of a consequence to happen. 
· Reduce the risk – if I can’t avoid the risk I’ll reduce it. Implement practices to reduce the amount of loss or severity. 
· Transfer the risk
· If you produce a product and it is taken over by another party then the risk follows that product to the other party. Ex. Produce a knife and someone buys it, you are not responsible if they cut themselves while using it.
· Retain the risk - Can’t avoid the risk then you learn to manage it. 
4. Carry out the plan
·  Implement the plan the way its meant to be
· Evaluate the plan – is that plan working, if not what needs to be addressed.
Resolution management
	There are many types of disputes, a common one is with vehicles.
1. Dispute resolution
2. Regulatory changes
a. There are always new norms popping up. An example is safety rules, cannot drive in Ontario under 21 with alcohol in your system,. Must be 22
3. Delinquent customers
a. Customers that haven’t paid their bills
4. Dissatisfied customers
a. Customers are unhappy because of what they receive
5. Damaged goods
a. A lot of stores are required to have a certain amount of stock of certain items example tvs so this introduces the open box concept where they’ll discount you for displays.
6. Labour relations
a. Very tough. Grievances, disputes. Working with someone you do not want to work with but for legal reasons you must. 
Solving these problems
1. Negociations
a. It involves the notion of a deliberate intention where you wish to express a desire to resolve a conflict
b. There has to be an agreement that is reached. This is the goal.
c. It has to be mutually accepted otherwise it doesn’t happen.
i. Elements of the Process:
1. Good faith – is a matter of behaviour and process. It means you have that desire to follow the process and do it with the best intentions.
a. Even though you may disagree and are upset with the other party you will still do it and negociate at the highest possible level and not try to escape this process.
2. Look at the nature and significance of the parties and issue
a. Collective Agreement – how much should we protect our employees from recession, how much do we give benefits.
3. Priority we give to the resolution
a. How inclined are we to resolve the conflict and how fast do we want to do it. It all depends on how important it is to your needs .
4. The effectiveness of those who negociate.
a. How good are the negociators, are they out of their element or are they skilled at their duties.
Insurance
	Insurance is fundamental in how we manage our business affairs and how we manage our interests.
	Insurance is a contract that provides protection when specific circumstances occur. 
	Ex. Flood. What if the flood is result of a tornado. Is it still a flood or damage from the tornado. 
	It is important to look at the qaivers in your policy and whether it applies or not
3 types:
1. Life or disablitiy insurance:
a. Dead or injured. Legal death is when there is little to no electrical movement in your brain. Medically is when (heart) no signs of life shown
2. Property insurance:
a. Secure against accidents that will destroy your goods.
i. Involves fire insurance
3. Liability insurance
a. When there is a damage or a fault. 
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Term paper notes: executive summary summarize the key legal points and recommendations in a proactive way. When you write it is in a way that allows people to make recommendations from it.
Point one, explain, point 2, explain, report form. Legal consequence of each clause.
Insurance:
	It is important and recommended to increase your insurance to the 2 Million max to make sure you are able to have coverage or compensation should something happen.
Rules of insurance
1. Always going to be mandated terms provided by the legislation
a. It means when we look at legal obligations, it defines how we do things. Ex. Take up 1 million insurance and commit suicide, cannot happen for a payout because law provides a 2 year grace period.
2. Industry is highly regulated, to provide protection to the public.
a. This is to prevent companies from selling you junk insurance policies.
3. Monitoring system
a. We need to monitor the industry to make sure the people are protected.
4. A deductible
a. Part of a loss for which the insured is liable. Normally ex. Cars it can range from 250-1000. 
5. There is a duty to disclose
a. You have to provide all the information that relates to the risk of being insured. Ex. You want to have a policy against vandalism but you don’t tell the insurance company you are in a high risk zone.
b. They need to have a full disclosure which is a contract of Utmost Good Faith. 
c. It can only take one case to cause legal risk
i. Not required to explain world events or known events but what is personal to you. If the risk materially changed over time you need to inform the insurance of the change of risk. Ex. Woodworking company converts to metal works changes the risk and has to be disclosed or compensation may be denied should there be an accident.
6. Need to have an insurable interest
a. Need to have this relationship with what you’re trying to insure. 
7. Indemnity 
a. Where the insured party is not the profit of the insured event. It means you can’t make more than what the value is. Ex. You have 2 insurance companies; you can only have one compensation, not both. You cannot take advantages of a circumstance for your own gain
8. Subrogation
a. The insurer has a right to recover the amount paid on a claim from a third party that causes the loss. Ex. Insurance company will pay you for the car damage and take on your rights and subrogate themselves into your situation and sue the other company
b. In the business you need to choose people in the field that know the ins and outs and know how to run the system.
9. For feature rule
a. You cannot profit from your crime. You cannot kill to claim their insurance. 
10. A writer
a. A clause that alters or adds coverage to a standard insurance policy. Ex when you go from one million to 2 million coverage. 
Risk:
	In the world there are unpredictable things. These are unforeseen events that may be predictable. Ex. We don’t know exactly when you die but it will happen.
Agency:
	One party, that is the principal, is represented by an agent in the relationship with third parties.
· There has to be someone to create that relationship, and is called the principal. Ex. Husband and wife get married and are the agents of the family. They both represent the interest of the family.
· Agent
· Third party
· The public you’re dealing with or also called outsiders
· Sometimes third party is not always easily understood.
· This outsider will be the relationship with the principal through the agent.
How do we create the agency>?
1. Agreement – will specify the authority you’re granting to that agent. How much authority is required to deal with the situation. Authority is the key concept in the agency. That authority will determine ultimately if there’s a relationship with the principal and the outsider. The authority may bind the principal or some cases will not. If the agent exceeds the authority the principal will not be liable except if the principal recognizes that excessive authority such as your supposed to buy goods at a higher price but you buy them at a higher price and agent says he did that and principal does not accept that and thus the agent is liable. Ex. A union reps. Employees for an airline company. This is the second time they rep them. The union must follow directions from the employees, and the employees vote against the proposal and go on strike.
a. Authority
i. Actual – it is clearly expressed, clearly stating your limits in writing or orally.
ii. Implied – implications, look at the position you occupy or when its reasonably expected that you would need to have that authority in order to carry out your business of its part of the customs of your trade. Ex. A CEO has the right to call for meetings with the board of directors.
iii. Apparent – when there is this power that an agent appears to possess in his relationship with the outsiders pursuant to conduct or statements by the principal. If the agent is within the apparent authority then the principal is liable.
iv. The agent on his own decides to create his own relationship. In that case if the agent exceeds the actual or apparent authority, the principal is not bound as a general rule
Agency by estoppels: The principal behaves in a way so that third parties reasonably conclude that an agency relationship exists.
Duties of an agency
· Fiduciary duties – position of authority and trust, you’re in a position of confidence and people rely in your expertise. 
· You need to disclose all material information that will affect the principal’s position
· Avoid conflict of interest
· Work for two principals at the same time
· Use money or assets from the principals
· Avoid secret commissions or profits
Duties of the principal
· Pay the agent. Salaries or commissions.
· Provide instructions
· Provide the necessary tools for performance.
· Assist the agent in the exercise of his tasks
· Reimburse for reasonable expense
· Indemnify against losses during business activities
When people are paid they believe in the business.
Liabilities in an agency relationship
· The principal is liable to the outsider. Is a case where the agent is inside the actual or apparent authority.
· Liability of the agent to the outsider. Is a case when the agent exceeds his authority and will liable for Breach of Warranty of Authority.
· The agent exceeds the authority and so the outsider will sue him for that breach
· Liability of the agent to the principal. If the agent commits a fault, the principal can sue the agent for his mistakes. In that case the agent is liable. Ex. Sauce maker at restaurant screws it up because he decided to tofu instead of meat and the employer can sue for the losses on him.
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Partnership:
· Unless you’re required by law do not do partnership because you do not know the demons of your partner and you’re stuck in any holes the partner may dig. 
Partnership elements 
1. It deals with a relationship between persons. Individuals, corporations, associations. A joint venture is often a partnership. An individual with a union
2. Carrying on a business. Business like retail, profession like accounting, occupation like cake boss.
3. With a view to profit. The aspiration of profit. Even if you don’t make money it is the desire to make money. 
4. By bringing assets that are tangible or intangible. Tangible – physical objects like money. Intangible – patents, recipes, etc… 
Relationship between partners
1. All the partners are agents of the firm. Unless the contract specifically limits their power they all have a say in the firm. 
2. Every partner is jointly liable for the conduct of the other partners. I am responsible for the mistakes of negligence and omission of my partners.
3. It would be severally (liable for the whole amount if I have the means to pay)
a. How do we limit this:
i. Create a LLP (limited liability partnership) that will limit my liabilities to my actions, errors and omissions. This does not protect you from fraud or crime. 
4. You are personally liable for all the damage. All your assets will be used.
5. You are responsible for your own faults and omissions and lack of professional duties. Ex. Not properly filed documents. Dipping in to trust accounts.
Relationship with outsiders
1. All the partners can negotiate with third parties. But it can be limited by agreement. If a third party is not aware of that limit, then all the partners are liable. You are required to take proactive steps to avoid that situation,
2. A third party may choose to sue any partners. They can sue all or sue individual partners.
3. A partner needs to register with the appropriate authorities his intention of no longer being a partner to make it valid against third parties.
4. The legal of a partnership is called a firm. We are required in law to indicate the status of the partnership with letters. 
5. Outsiders can presume there is a partnership when people conduct themselves as partners. It is called Apparent Partnership.

· Unless you regulate otherwise, the law can regulate partnerships.
· Decision-making is made by the majority but can be altered by an agreement. The partners can deside that maybe 2/3 makes the call. 
· Profits are shared equally unless provided otherwise
· The capital may be brought in different quantities and ways.
· It means that out there we need to make sure who brings what and how the profits are split.
· Transfer
· You cannot transfer your participation in a partnership without the approval of the other partners.
· Mobility is the key thing. If its too hard to get out you will be stuck in the partnership.
· Termination of agency
· An agency terminates itself by willing agreement, death of a partner, a notice to others to dissolve the business, by becoming bankrupt or insane or because the undertaking is complete. 
· Whenever you share profits, each individual will pay taxes at the highest marginal rate. In business sense, its not the most interesting thing to be in partnership with regards to tax.
· In Quebec if you owe money to the government you cannot have contracts with the government.
Midterm: 
· Final is not cumulative! MIDTERM = MIDTERM not for final. 
· Chapters 1, 2, 3, 4, 22, 28, 13, 14.
· Only what we covered in class. 
· This is common law class. Definitions and distinguishing. Need to tell him what we mean by these concepts.
· When you have an element define each element not list.
· Concept of bringing in your own application and approach.
· You will be required to actually expressed your views.
· 2 hour midterm. 3 questions. Single lined. Almost 3 pages each question. 3 development questions. 
· How should I study? Each chapter has key concepts. Definition, explanation. 
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Business is not how much money you have, but how you do not foolishly spend it.
Corporations:
· The key thing is that a corporation is a body corporate created under a statute that is independent from the investors and possess a legal personality.
· A body corporate involves the fact that is a separate legal entity – meaning it has its own existence separate from the actual investors
· 2nd key point :Involves a limited liability from the shareholders meaning they are only liable for the money they put in.	
· Ex. Pizza pizza is having difficulties and may have to file for bankruptcy. Pizza parlours are rapidly closing in Ottawa. The business is tough and gabriel’s pizza takes over closed parlours and establishes their boundaries. Pizza pizza uses petroleum based cheese because it never burns. They replaced pepperoni with reshaped salami to simulate pepperoni to cut costs.
· Franchisees are liable for that rent. 
· 3rd key point. Corporations have their own legal personality. It can be sue and sue others.
· Tim hortons was sued by its franchisees because they are false advertising because they no longer bake donuts and microwave them. 
· What is “fresh” – fresh means nothing unless is it specified by a norm. it’s a time concept. There is an acid put over to tomatoes to turn them red instead of being green.
3 criterieas for business success
1. The business makes profits. – it makes money
2. The business operates without you
3. You have no personal liabilities of the business makes a failure.
a. If it goes bad, you still have your money and lose what you investment. It seperates business assets from personals
When do you know when to let go. Example IT problems. A lot of people used their personal assets to secure IT businesses. They used them to save the business. When it’s failing you need to learn to let go. 
Elements of a corporations
· 99% of the corporations are created by articles of incorporations – it is a process that if you meet the requirements of a corporation the state is required to issue the letters regardless of the facts that they may dislike the business. 
· For example they want to stop the creation of an abortion clinic because it did not fall within our values but those days are gone because they now have legal requirements
· You need directors
· They are the key holders of power elected by the shareholders. If shareholders are not satisfied they fire the directors. You want people to run your business because they serve in the best interest of the business. Not necessarily your friends but the best ones to run the shop. Who will you choose? 
· Apple fired jobs in 1985 because he was a rebel and did not respect authority and wanted to challenge it and never tolerated authority. He was very condescending to others.
· He was a talented person but a control freak. In business you don’t hire the most intelligent people but you hire the people you can work with.
· The shareholders have the power to decide on the process of the business. The value that you have as a shareholder is based on your voting rights. If you have none you’re nobody, you’re worth nothing. You always look in business who has the voting power because they make the call.
· Government of quebec is the single largest investor on the TSX. They have securities and line of credit with American banks to buy Canadian dollars after separation to declare independence to buy and sell CA$ to control the stock markets and not cause panics with the stocks.
· A business’ annual meeting lasts about 2 hours because the controlling and major owners already have the power and know which call theyre going to make that controls the business. The small investors will not have much of a say.
· The profits are paid by dividends
· You will normally pay your profits through dividends which provide a tax incentive because it is taxed less than personal income.
· People are out there to make money.
· When you issue shares you have to decide what are the right associated to the shares
· Common shares have 3 minimum rights
· Voting right – it is determined when you issue the share or when you have the articles of corporation. Ex. A share may have 1000 votes or 0.001 votes. Ex. The Thomson family kept their shares within the family by having different series of votes from 1-4 where their close relatives have the series 1 votes that have the most votes..
· Right to a dividend – the board of directors may declare whether there is a dividend or not.
· Distribution of assets upon dissolution. 
· Preferred shares
· You will determine what are the rights you wish to limit – in order for that to happen you have to add a bonus to compensate the loss of a right. 
· – the bonus is a minimum return on your share.
· – it is also a guaranteed dividend before common shares
· – right of first refusal. – if new shares are issued they have the first choice to buy them.
· – cumulative right – the shareholders have a their dividends cumulitative.
· Transferability – there will be a time when you need to leave the business. If it’s too restricted you will not be able to transfer out of the business. It gives you the power to buy and sell the business. When there’s a need to move out you need to be able to.
· Perpetual existence 
· It means that out there the share can be transferred from hands to hands and may be continued over time. Ex. I have the shares and sell it and someone else buy them and sells them later and third person buys them.
· Mobility of the shares is a key thing and is done electronically
· Articles of incorporations – you have to aqsk yourself what type of business do I want and what power do I want to share
· Schedule 1 of the form – takes two thirds of the voting rights – what will be the business name – you can choose to have a numbered company or a business name. a) is your business name properly identifying you and b) is it violating our laws – is it obscene or unacceptable. Ex. Roots. In Australia roots means to fornicate. Obscene words would include something that is hurtful to our rights.
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Arabic numbers 
· have to have a legal meaning, Arabic numbers are based on the number of refractions of light possible in the number. These represented meanings of god. 10 is the perfect number because 0 has no refractions and “god does not exist” but placing a one in front of it says god is recreating what previously did not exist. 
Roman numbers
· roman numbers are based on templar numbers 
Time is reference of numbers, they used the number 60 because it is the most divisible number under 100 by 1,2,3,4,5,6 and the following time system was based on that

Categories of shares
· common shares
· need a right to vote
· you can choose how many votes each share has
· right to dividend
· distribution of assets upon dissolution.
· Preferred shares
· Has been stripped of its voting rights
· Power is the essence of business, without power you are nothing.
· Gets preferential treatment over common shares
· A predetermined rate of dividend – ex. Every year your going to be receiving 6% or 8% of the value of the share
· Right of first refusal
· Cumulative rights – if you don’t get paid the dividend that you’re owed then it get preferred dividend payout before the others.
· If you have no power you have no say in what the company does or the company actions.
Steve jobs was away from the board of directors and was hospitalized for an organ transplantation and did not disclose his personal situation and the business world had a negative reaction because it was hidden. 
Herman Cain’s sexual assault allegations have popped up 14 years later just as he is going to be a presidential candidate.

BOX 4 – transferability 
· The transfer of shares can be controlled and restricted, who do you want to have the shares? Family memebers or everyone?
BOX 5 restrictions on the business activities
· The restrictions have to be stated or it is open. There is no line drawn and no limit. Ex. Italian restaurant chef decides to use hamburger meat instead of traditional veal or fish in the dishes.
BOX 6 – the number of directors
· You need to decide how many directors you want. The more directors you have the more directors you need to deal with all the time. If you have 10 you need to deal and manage 10 of them instead of having 4.
· RBC has a board of directors with less than 10 members
· The board members during meetings are given tokens and upon completion of the meetings they return the assigned token to the clerk. A token for an hour and half to 2 hours has a minimum of 50 000 – 100 000$
BOX 7 – other provisions
· Do I want a corporation to be widely held?
· Do I want more than 50 different shareholders? If there is then I have to meet security legislation requirements
· Less than 50 It is a private incorporation or a closely held incorporation
· [bookmark: _GoBack]Sometimes you need more than 50 because you don’t have enough key investors with enough capital. 
· The bulk of Canadian business are Closely held corporations
· Holdings are other companies owning other companies that can then appoint directors. It’s a tightly closed box of companies owning company shares. The challenge is to get within that box.
· It has been found that from graduating university and becoming a CEO you only have 5 jobs
· Ex. Financing the business and debts
· Bonds? or debentures?
· A bond is usually a secured debt where a debenture is usually related a unsecured debt.
· People don’t have the money to buy businesses anymore 
· Unsecured debts leave businesses with no protection and recourse should there be a bankruptcy
· Conversion rates
· Can I transfer or convert a security into something else.
· Ex. GM took loans from governments and they can ask if they would like to convert debt into shares. They would take the monetary amount and convert them into shares.

Death often instigates legislation and changes in our society. In finance until the system collapses it will stay the same.
Directors liability
· An organization may commit a tort
· Which is a wrong doing, to be at wrong
· In law it means to cause damage to others.
· Ex. Mcdonald’s is subject to an undercover review by the humane society discover how they processed the McRib from the supplier. MCD would show how well they treat the animals but the undercover review showed the supplier mistreating animals and how they processed the meats.
Idetification theory
· Is where a corporatiuon is liable based on the actions of the senior officers  that are considered to be the directing mind of the corporation.
· Ex. Bernie madoff example ~ google it.	Wife and daughter walked away with millions because he pleaded guilty
· Ex. Vincent lacroix google it. The quebec courts charged the senior officers serving between 6-8 years because of voluntarily blinding themselves to his actions. 
· Need to keep the crooks out of control because they bring down the business
· Ex. Desjardins fired 9 people because they breached the ethical code of declaring all your transactions and accounts and they had undeclared accounts in the Bahamas.
The criminal liability aspects
· What is to make a criminal offence
· It is to be spelled out by either the criminal code or the criminal statue.
· It means that the law needs to spell out that it is a crime and if it is not it is a criminal offence
· In the criminal law system  we have regulatory offence that affect norms of conduct we need to meet. 
· Ex. Making sure a cosmetic product and making sure it does not cause harm.
· Offences of directors and officers
· Breach of fiduciary duties: 
· Working in good faith with a view to serve the interests of the corporations
· Ex. Conrad black would throw parties and buy food and booze using the accounts of the business.
· Self dealing contract
· There is a conflict of interest because we are getting a benefit from a transaction with the business
· Ex. The mayor of Clarence-Rockland has a economic interest in the municipality. He was on the registery as a board of directors with a corporation with dealings with the municipality. Sometimes its just a simple mistakes of not removing it but if it is not it is then a tort.
· Corporate opportunity
· Is wehre a business opportunity arises and where the corporation does not get the first investments or interest. 
· Ex. Your on Rideau and king edward street and want to buy a piece of land. You represent a multinational that wants to build a new tower. Theres a small building on that land. So I bought the land and waited for a rep to come make an offer on that land later on to gain profits.
· Duty of competence
· You are required to act with care, diligence and skill.
· You are required in law to act with the best standard of practice. 
· Ex. Working in the IT world  but have no understanding to IT. 
· Statuatory liabilities. 
· Liabilites that are imposed by law
· Failure to pay wages.
· Releasing toxic substances
· Failure to remit taxes
· Failure to maintain health and safety standards
· Insider trading
· Have access to priviledge info to make business deals on the market
· Anti-competitive behaviour
· Paying a dividend when the company is insolvent
· Misrepresentation in a propectus 

Business law Lecture 9	
Torts:
· It is a concept that deals with a notion of wrongdoing
· This means that someone is causing damage to someone. This damage must quantifiable because you need to ascertain a value.
· Ex. Accompanying a girl to a wedding and she was better dressed than the bride. Once at the church he distances himself from the woman. She’s sitting on the corner he’s in the middle. She says the bride looks fat in the dress and the bride cries which ruined her makeup and ruined the family photos. This is not ascertainable
· Psychological needs are very hard to demonstrate therefore when your dealing with torts it has to involve economic loss or damaged to be able to quantify to ascertain the elements. 
· Corporations can commit torts
· The organization through its employees commits a wrongdoing.
· This is called vicarious liability
· You are responsible for the actions of your employees and you need to understanding the outcome of a conduct of your employees
· If it is outside work environment then the employer is not liable. To be liable it must be within the work environment.
Steps in proving negligence
1. The defendant owes the plaintiff a duty of care
a. A duty of care is standard where you’re required to meet a minimum conduct or behaviour based on the relationship of proximity
b. This means theres a duty to act with a notion of foreseability and with a standard of care of a reasonable person in the given circumstances.
i. Ex. I should understand that if I have a product what the consequences of that product are. If I have a toy I should understand how the child should be playing with it.
1. Needs to be a disclaimer, instruction books and proper instructions on how to use the items so people for example aren’t using toasters to heat their socks
2. The duty of care was breached by the defendant
a. There was an obligation to some standard and it was breached.
i. Ex. School must ensure a standard that the conditions of the seating are met. i.e the chairs aren’t broken
ii. Ex. Noise on children toys. How much noise should it make.
3. Causation 
a. There must be a direct link between the duty and the breach. You have to be responsible for that breach. If it wasn’t for you would that event have occurred.
i. Ex. You cannot sue tobacco companies for second hand smoke.
ii. As well as alchohol companies are not liable for drinking and driving
Other forms of tort
· Trespassing to land
· Parking in an illegal spot. i.e handicapped spot.
· Fraud
· People deceive others by making sure they do false representations 
· Ex. A company says taste fresh, eat fresh. 	
· A word like fresh is used under context.
· Negligence
· Unreasonable conduct
· Ex. The bus driver yelling at the disabled guy
· Assault
· The threat of imminent physical harm.
· Ex. When playing hockey you know theres ganna be contact but you can’t threaten his life and say I’m going to kill you but you can say It’s going to hurt.
· Battery
· Intentional infliction of harmful or offensive physical contact
· Taking the bus and someone’s bumping you, this is unintentional. If he punches you this is different.
Contributory negeligence
· Liabilities are shared between the parties
· In a lot of cases, we will say we were partial responsible because the other party was also part of the situation.
Damages
· Non-pecuniary damages
· General damages
· Where we award moneys for 3 things
1. Pain and sufferance
2. Loss of enjoyment life
3. Loss of life expectancy
· Pecuniary damages
· Out of pocket expense
· Loss of future income
· Cost of future care
· Aggravated damages
· Compensation for intangible injuries that are results of distress, humiliation or reprehensible conduct
· Situation where people took advantage of your hardship where people took away your dignity. Ex. Someone needs to get food so you take him to the food bank and they say if you want you need to do a dance or a song to get the food. When going to food bank its not because you choose to its because you have to.
Defending ourselves against negligence
· We have to demonstrate that there is a cause, either a duty or causation.
· Ex. Duty to protect the public from drunks residential (no duty at your house) vs. commercial (the bar has to protect others).
· Contributory negligence – what is the conduct of the other party
· Ex. Nhl rules – one punch is not a fight. A player has to be repeatedly punching another player or there is grabbing and the linesman has trouble separating them.
· Voluntary assumption of risk.
· Accept the risk of the event.
· Ex. Signing the waiver before going bungee jumping.
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Special torts
· Occupyers liability
· Deals with the control you have over land and building. As an occupier (homeowners included) of a building you need to make sure that if you’re an invitee the owner of the premise needs to have a very high standard.
· In Ontario, there is a duty of high care. This means that when people enter your premise you’re required to foresee any events that is reasonable that could cause damage to the person. 
· Ex. You don’t mop the florr at 930 am when the customers are within the store you do it outside store hours to avoid any potential injury.
· This does not apply to trespassers because they are just general standard. You do not create specific harm to trespassers. Ex/ like making booby traps at the entrance of your store. 
· Ex. A man removed the manhole’s and replaced with cardboard to harm the kids playing in the streets and one fell in. the kids were too afraid to play in the streets again.
· You need to take reasonable care and ensure that someone on your premise is reasonably safe.
· Ex. The tourist at lord elgin who was killed because he was trapped in the elevator doors and was separated. The hotel claimed it was an old mechanism that failed but it does not matter it is their problem still.
· Nuisance 
· It deals with the activity that interferes with your enjoyment of a property. There are mamy types of nuisance permitted in our society
· Nuisance for public utilities. Ex. Street lights. Ex. BC place for the lions, it has a leaking roof problem and is only covered for a one year warranty. Also the lights are too extravagant and are disturbing those living around the place.
· False imprisonment
· Unlawful detention or physical restraints or psychological coercion. 
· Ex. Lady shopping at bay and buzzer goes off while leaving and she is not legally required to stop and get checked. If they want to check your items they can come 
· Defamations
· There is a false statement of fact or opinion that harms another reputation. A statement is made that will affect in a reasonable way your reputation.
· “I make the best burgers in town” does not affect reputation. 
· “your store is not good enough to serve people we serve” this is deliberately attacking someone’s reputation. 
Elements of a contract
· An agreement 
· we are looking at a situation where all the elements are in place.	Offer acceptance and consideration. A contract involves a promise which means meetings of the minds. This means that you have to be sure that people express their true intentions.
· It is complete
· Supported by mutual consideration
Legal factors that effect the creation of contracts
· Communication 
· Making sure that every step of the process has been fulfilled. Ex. People have received the offer; other side has received the acceptance.
· Objective standard test
· What would a reasonable person view in that specific matter. What would be in that case that communication is properly executed at each step.
· Bargaining power
· We cannot share the same bargaining power but we cannot lose our dignity. 
· Ex. Taking advantage of someone’s difficulties such as giving them food for their laptop.
· Business relationship
· How we actually do our payments and create our contract
· Economic realities
· The economic hardships we suffer. 
· Ex. The stock market dropped by 2% because we’re afraid moody’s was going to lower france’s credit rating.
· The business reputation
· Often based on reputation your contracts will be simplified because it is based on the trust we exercise between the people we speak too and businesses we deal with.
· Ex. MNC asks for a line of credit and by trust gets the money simply by signing. 
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Offer, acceptance and consideration.
· Offer
· A promise to perform a specific act on given terms
· We will complete the agreement based on the promise of these terms. This means you can’t change the promise once it’s made unless it is not accepted. I can revoke my offer before it is actually accepted. 
· Advertising on a board is not per say contract it is advertising. It is an invitation to treaty.
· The terms are not to be negotiated
· There is a notion of certainty. The terms must be clear enough so there’s no misinterpretation of the terms. 
· Standard form contract
· Are made so you either take it or leave it. 
· Acceptance 
· It’s an unqualified willingness to enter into a contract on the terms of the offer. 
· You accept the terms of the offer or you reject them. If you propose different terms than you’re doing a counter offer. Acceptance will be on the counter-offer. 
· Communication of acceptance
· Means that the other party must say I agree or I accept. 
· There are rules of acceptance of contract
· Out there we need to follow these key rules
1. When the contract is proposed by mail. Acceptance can be done by mail as well. (Canada post). 
· Unless you get it stamped at the postal office it is a matter of proving you sent it.
2. By phone. You must make sure the other party has heard your acceptance. Ex. Try to sell a cup for 2 dollars you need to here from the other party that they agree.
3. Electronically. Instantaneous communication or through electronic means.
· Ex. Text messages. Web. Fax. 
· There has to be comfirmation of the reception of the acceptance. 
· If you fax and offer and get a fax back and you need to have a confirmation.
· Where is the contract formed?
· Acceptance of the contract is under law of where it is accepted. 
· Ex. Microsoft clauses – when they make you click I agree and example is jurisdiction of litigation. So, each time there is a challenge against Microsoft it must be done in Seattle.
· consideration 
· The price we pay for the promise. You will promise without expected consideration.
· Gratuitous promise
· A unilateral contract where were promising something without expected consideration.
· A donation of things
Terms of a contract
· Expressed terms
· Provisions of a contract that will state expressely or explicitly the promise. It will state precisely the promise
· Interpretation of expressed terms
· Sometimes the terms are vague or ambiguous. The court will always try to enforce a contract and give reasonable meaning to the terms.
· Implied terms
· Used by trade or custome to complete the agreement.
· Entire contract law
· Contract is complete as written if its not there it doesn’t exist. Narrows the application of applied terms.
· Parole evidence rule 
· They limit the evidence a party may introduce regarding the content of a contract.
· If its good in words, its good in writing. Ex. Trying to lease a car and you want a 3 year lease but they’re offering a 5 year contract and say if you come back in 2 years he’ll end it but he refuses to put it in writing. Return one week later and manager says no we don’t recognize that policy and he wasn’t offering something realistic.
Quantum meruit: what is the reasonable sum for your expression
	
Legal capacity 
What is our ability to bind oneself.
· Minors
· They can actually sign contracts but they can escape the contracts on hardships except for necessity of life.
· Shelter, food and clothing.
· Mental incapacity
· Where you’ve been declared mentally incapable. Where your contract needs to be formed with a full understanding of the clauses.
· Duress
· Involves an economic perspective. Ex. The threat of economic harms that coerces the will of the other party and results in a contract.
· Ex. Cement plants. The big corporate ones will come and try to buy the plant from an independent seller and they’ll offer to buy the plant off the guy or force to create competition in your face 
· Undue influence
· Unfair manipulation that compromises someone’s free will.
· Ex. You’re an accountant and offer advice to someone selling property and get too involved and a friend to someone making the decision. Because you are a fiduciary authority people still need the free will to make the decision.


Final exam :
· 2-2.5 hours to complete. Definitions! Explanations! Applications!  
· Class examples. 
· Development questions and 2 cases. 2 cases require legal answer. No right or wrong answer, it just needs to make sense.  What are the facts that are important? What are the legal principles? And how do you apply the principles. Then how would you answer the case based on those principles.
· Starts with the concept of corporations. Ch15 16, torts, 10 11 12, contracts 5-8. 

		

