Chapters 15 & 16 – Corporation and Business Process

Corporation: predominant business vehicle in modern commerce because it is a separate legal entity. 
· If Adam decides to run his computer business as a sole proprietorship, he is gambling his personal assets if the venture fails. However, if he decides to run as a corporation, the same business, none of the assets are at risk.
 
“When things go bad, you don’t know what’s going on”
· Exit Strategies – Jim Balsillie sold all his BlackBerry shares: 100% cashing out of RIM and made half a billion $$!!  you can restart with the money
· You have to plan for things to go wrong (Exit Strategy) so that you are protected
· Best way to get married is to prepare for your divorce. People in business are very mean, they’ll dump you if they find something better.

Top 4 Benefits of Incorporated
1. Separate Legal Entity  In law, a company is called a corporation – corporations has the same rights as a natural person (you and I) in that they can go to court, and sue for wrong doings. The only thins a corporation cannot do is have relationship with kids (adoption), get married, and have an estate.
· Can’t do these things because of tax shelters
· Think about the number of Canadians who have adopted Chinese girls. Do you know how much this costs? Up to $100,000. In business many people like to deduct those expenses. Why? Separate legal entity
2. Limited Liability Concept – The approach where the shareholders are only liable for the value of their investment (you are not responsible for the debts of the business unless you have signed off personally on the debts -i.e. franchises)
· Franchisors don’t care about you. You have to sign a waiver for legal protection and are responsible for all your assets. They have you on a hook. That’s the problem with the system. You so badly want to succeed that you are blinded.
· People tend to be blinded by the prospect of succeeding. Close to 35% of Canadians in 1999 has share on the stock market. After the collapse of the stock market we were down to 8%. 
· Warren Buffet – he goes for long term fundamental strategies of business. Bought Heinz.
3. Lower Taxation – Even though there are double taxes, never meet the highest individual tax rate
· most in Canada is 26%
· America will be the largest petroleum exporter by 2030 – more that Saudi Arabia
4. Continuity – When I sell my shares, someone else buys them and continues ownership of the business 
· Public held corporation – 50 or more different S/H’s
· Close-held corporation (Private Corporation) – Less than 50 different S/H’s
· The bulk of the Canadian economy is in the hands of closed held corporations – why? Doesn’t have to release financial statements, strategies that Public do. 
· Consequently, if they don’t have to reveal the books, we do not know who owns what shares

Incorporate/ Create the Business
Form 1 of Articles of Incorporations 
· the actual template to create your corporation 
· takes 2/3 of the voting rights to amend that document (ie. change the business name)
· once it is submitted and you don’t have those 2/3 of voting rights, you might need alliances to change it (i.e., RIM officially changing its name to Blackberry – 2/3 of the executives that show up at the AGM)
· Three provinces have voted to abolish the senate of the Government of Canada

Elements of the Form
Box 1.  Business Name: choose to have a name or numbered name (granted to you)
a) The name is not used or spelt/sounds like another name in the same field – also includes e-mail names
· Nuden (windows and doors replacement)  and Nuden (gentleman’s club (male strip club) near St. Laurent)
b) Cannot be obscene or in violation of our social norms
· “Shit Disturber” cannot be used
· Fuck – defn: under the consent of the king 
c) A restrictive name 
· United Nations, RCMP, Government of Canada
d) Words which are offensive in foreign languages
· Coca-Cola – backwards means “No Mohammed, No Mecca”  company did not know this at the time
· Roots – in Australia is a slang word for  “let’s have sex”

Box 2.  Territory: where do you want to register your head office 
· cannot be a PO box, has to be a civic address
	
Box 3.  Classes of Shares – your call of how many classes of shares are you looking to have – whatever class you have, you need need to define;
a) max amount of classes and shares
b) the rights and privileges associated with that class
Common Shares: 
· have the right to vote
· right to dividend
· right to distribution of assets upon dissolution
· girls in the class two years ago was willing to cheat her grandparents so that she could get money to build her business
* Political party switch from Conservative party to Liberal party
Preferred Shares.

Box 4.  Restriction in the transfer of shares 
· you don’t want certain people to buy the shares before you do – the right of first refusal
· Your business partner wants to sell his shares to someone you do not like
· Unanimous S/H agreement- all the rules spelt out for how we will be conducting ourselves in votes etc.

Box 5. Restriction of business activities
· Which field do you want to be in or not be in?
· What will your practices be (ex. what will/will not you use in your food?)

Box 6. Other Provisions with the business
· bank arrangement
· financing
· bonds – when there is a secured debt  personally signed for the debt or equity of assets
· debenture – non secured debts (ex. IOU’s done on good faith alone)
· loans and mortgages
· convertible equity debts – you have a debt (ie. bond) and you convert it into another debt  GM converted bonds to shares and the government  sold shares to get money back – BODs are friends, many times

Box 7. Name of the founders and their signing authority
· Corporate Liability:
· can be liable on a criminal or civil base – if it’s not a crime, it’s a civil liability
· Criminal Offences:
· Regulatory Offence – selling food unfit for consumption ie. Maple Leaf – are liable unless you can show unreasonable circumstance
· Mensrea – Intentional Crime – Nortel’s Fraud (Accounting Fraud)
· To actually put a virus into someone's computer so we can destroy the marketing database of our competitors
· CESUS -gives you a blue book when you travel outside the country due to espionage
· In 2009, the Iranian Nuclear project was derailed because a national virus was implemented into the computer system of a nuclear computer facility
· The Iranians have accessed a system that denies access to the outside network – that means no one can infect you outside through Trojans, viruses, malware
· How did this happen? Because someone was bribed/blackmailed! 
· He was given a USB, because they plugged it into the system, where the virus infiltrated the network and caused malware
· Two key things when thinking Civil Law
· Common Law Obligations
· Fiduciary Duties: There is an obligation to work in the highest standard; working honestly and in good faith 
· Key thing for honesty: expected standards and known standards
· Do you expect to have that information to make a decision, and is it known that this is how we will do it
· Expected Standards: does it impact the well-being health of others? What people will know to make a call
· Known Standards: There is a consequence because when everyone follows those
· Ex. Brown rice has more arsenic than normal. 4% more than the norm. The actual rice is known to make baby food (rice puddings and cereals). Higher arsenic levels for babies may be dangerous; therefore, should we tell them that there are higher levels of arsenic?
· Ex. Results just came out for a hockey team. Study with 3 groups. Hockey Team. Elders. Students. Each group had to carry a jar full of urine. We study the salt levels of their pee. 4000mg of salt. We are supposed to have 1500mg. 
· Ex. Big Mac labels, can people actually look at those labels and UNDERSTAND what is on them? What is a trans-fat? HUH?! 
· When do we become unfaithful in a relationship? When you are emotionally involved with someone

1. Self-dealing contract that involves a conflict of interest – taking advantage for yourself
2. Corporate opportunity: need to make sure that the corporation has first your expertise and interests before themselves and first benefit of your work
·  Buying in Vancouver 
3. Conflict of Interest: where you are unable to make a decision under the best decision for the corporation
a) When a CEO dates an employee. How do you give her a raise
4. Duty of Competence: to exercise your task with care , diligence, and skill based on the reasonable prudent person
b) How much knowledge and skill you have to run a business
5. Liability in contractual relationships: You sign a contract and you try to escape that contract

Statutory Laws/Obligations
1. Failure to pay wages: 
2. Releasing a toxic substance 
· You have a plant, you make toilet paper. Can't have coloured toilet paper
3. Hazardous materials: Remove a tumor which has contaminated blood. Where do you put it? Has to go into an incinerator
4. Required Taxes: You have to
5. Health and Safety Standards: women like flip-flops… not safe. You need the proper footwear when you work
6. Insider Trading: Martha Stewart was not found guilty of insider trading, she was found guilty for lying to an agent 
7. Anti-Competitive Behaviour: How much coffee can McDonalds go before they drive Tim Horton's out of business! 
8. Dumping Attitude
9. Paying a dividend when a company is insolvent 
· Think of Nortel
10. Misinterpretation in a prospectus: to enhance your strategic platform so that people want to buy your shares
11. Transportation of Dangerous Goods: Mining company that carries explosives














Torts
· A wrongdoing that is not a breach of contract but causes harm to a person and is subject to a remedy
· When you say a girl is going down the aisle, you call her fat. She starts crying. Is that a tort? NO
· There is an ugly guy, he asks if you want to date, and you say No, you are ugly. Tort? NO
· The cover story, if you want to be a m
· 95% of women who graduated from their MBA of Harvard, were not working fulltime
· Maclean’s and TIME Magazine
· What is a public opinion and personal information
· Public Opinion: I don’t like John -> He's boring in bed and he's always snoring
· Written information -> BAD TO SAY THAT AS it violates personal information

Examples of Torts:
· A situation that deals with trespassing
· Someone who interferes with someone else' land
· You park on someone else' property (Ticket Violation)
· Deceit or Fraud
· To actually play with your books so you can promote your business (sell more shares)
· Unreasonable Conduct
· Example: A driver in Cumberland did not stop and hit another vehicle and the lady died
· Intentional Torts
· Deals with a harmful act that is committed on purpose
· Example: Pick a fight to hurt someone
· Assault
· Example: The perception that you are being threatened
· When you feel that there is that threat
· Battery
· The unwelcome physical contact
· Vicarious Liability
· Example: an employer gives dark chocolate that is expired to your client. Now the client is sick. FACKKK

Types of Damages:
· Non-pecuniary damages: Deals with compensations for pain and suffering, including loss of enjoyment of life
· Example: Someone is hurting you to the point where you are unable to enjoy life the way it was
· You punch someone so hard in the mouth and he can no longer eat
· Pecuniary Includes out of pocket expenses and includes loss of future income
· Example: going to see a concert, and everyone is rushing to get JB's signature 
· Malicious Conduct
· Example: You are a bouncer at a bar, and the bouncer looks at you and says you can bleed to death because you didn't drink enough at our bar. 
· He has a duty as a bouncer to AT LEAST call an ambulance
· Aggravated Damages
· When people cause a situation where there is humiliation or when they take advantage of someone in distress
· Example: there was a lady in her early 30 years and she fell passionately in love with him. At a certain point, he had a motorcycle so they started to have intimate relations on this motorcycle and videotape it. They break up and put it up on his Facebook account. It is unacceptable.
· Example: WORST ONE that is harmful -she was brought up where she was growing up foster house to foster house. She changed her life by getting a job and working. She meets a guy. She becomes pregnant. She tries to videotape the birthing process (for 4 hours). They break up. Guy takes the video and at a party puts it up for everyone. 
· Example: Someone is videotaping you in a change room


Illumination:
· Example: young girl was raped and filmed. This was then posted on Facebook
· Person who recorded it got a higher punishment than the football group that physically raped the girl
· No such thing as rape in Canada Sexual assault

Consent and Humiliation:
· Battered women syndrome –15 years ago, some girl was in a relationship with a husband and one night she “cut off” his husbands

Negligence:
Notion of Reasonable Care: what would a person do in a similar situation in terms of reasonable care
People driving and there’s snow and they don’t drive slow. Only stop when there is a stop sign –not reasonable sign

Steps to Negligence Action (4 Steps):
1. Duty of care: the responsibility that is imposed on us to avoid carelessness that will cause harm to others
· Take steps of a reasonable person that will foresee the consequences 
· Example: NFL –when running, you have to keep your head up and use your chest and not your head –concussion issues –they imposed a NFL Class Action,
2. Notion of Neighbour: anyone who might be reasonably affected by the conduct of the defendant
· We have to foresee the consequences of our actions
· We have to use a “prima facie” when we are dealing with neighbours. Is there a reasonable foreseeable consequence?
· Doniu vs Stevenson? Case explains the above concept
· Story of an individual who is purchasing ice cream with ginger beer. The bottle that is used from the ginger beer is opaque brown –to avoid the light of the sun, but you cannot see what is inside the bottle. A girl drinks the ginger beer and becomes sick (because there was a snail inside it)
· Who is to blame? The manufacturer?
· Based on reasonable foreseeability, the manufacturer should be responsible for its product even though the person sick may not have purchased the good. Someone did purchase a good but sometime for another person. 
· A manufacturer will say they are only responsible for the person who purchased it, but the rule said they should be responsible for every one
· We have to foresee the consequences (person buying it is responsible for cleaning the drink and checking what is in it)
· Did the defendant breach the standard of care?
· Example: the listeria case with maple leaf (serving food that is contaminated by e. coli)
· Was the defendant careless of his act of omission?
· Looking at the notion of causation: relationship between the defendant and the loss or injury of the plaintiff
· Can you blame McDonalds for obesity? No because McDonalds has a menu for people that are obese
· Direct Link How remote is the actual situation and can you link the loss to the situation?
· Even if there is a link, is it remote?
· Ex. Mustaffa drank a bottle of water and there was a fly in the water which caused him to not work because of emotional stress
· Is it reasonable for a normal person to have a nervous breakdown from a fly? Normal people would just throw the bottle out
3. The thin skull rule: when an individual has an injury prior to the negligence act, the defendant is liable for the full extent of the injury regardless if there was a prior vulnerability
· Example: You have a sore knee and the alarm system goes off because of someone who started the fire
4. Property Torts: when we have a relationship with an occupier
(1) Occupier: Someone who has a degree of control over land or a dwelling.
· Idea behind that is to the effect that you’re going to have someone who has the responsibility.
· When we’re out there we have to make sure that we understand whoever has control of the premise is the guardian and they have the duties that come along with it.
Three types of occupiers:
1. [bookmark: _GoBack]There is an invitee: someone who is requested to be on the premise/actual property, either for economic purpose or for social activities
· Economic purpose – retail store, a church, etc.
· Social activities – friends (i.e. inviting your friends over)

Duty of the Invitee: The invitee is subject to the highest standard of duty of care.  This means that the occupier has a duty to inform you of the dangers he knows or the ones he ought to know.  He has to take that foreseeable step to take care of your well-being.  
· Ex: Shopping malls are extremely cleaned and maintained because people come in to do business. We have a duty to keep these buildings at the highest standards; it’s what is reasonable. We don’t want anyone getting hurt.

2. Licensee: Someone who is permitted to be on the grounds
· Ex: You bring your mom and dad to class; there’s a policy where if you reach 60 years of age, you don’t have to pay university tuition fees. 
· Same duty of care as an invitee; you permit someone to be here, no problem. You have to foresee any danger you should have known about

3. Trespasser: Someone who is not permitted or you have objected to their presence
· You have a duty not to cause harm to the party. – You have to take reasonable steps to avoid harm
· Ex: Guy comes to steal your stuff.  You put rusted nails on your carpet and he gets his feet massacred. This is unacceptable because you’re causing specific hardship to the person. However, you don’t have to leave your door open or anything… but you can’t put barbed wire.

(2) Notion of Self-Defense
Ex: Last summer was really hot so people were leaving their windows open. Many cases where people would walk into these houses and steal. What is your legal requirement?
1.  Access to Communication – Call 911
2.  Take first Escape – What is the nearest exit? You’re not a security guard; your job is to get out. If you have to kneecap the guy to get out, do it.  Anything you can do to get out.





































Contracts
What are the elements that compose the definition of a contract?
1. A contract must be an agreement
· Must be an agreement  This means that the parties have desire to enter into the agreement/relationship.
· The notion here is that there is desire. That desire involves the meeting of the mind. This means that the parties wish to be linked by that desire. 
· Ex: Sunday is Easter. Most people expect chocolate.  When someone buys it for you, you eat it.  The person goes out there, buys it, and then gives it to you. There is a desire from that party to buy something that they’re looking for. Suppose they buy the wrong chocolate; there’s the issue of the return of the box.
2. It has to be voluntary
· People are doing it with their own free will
· The notion of consent is fundamental; the notion you cannot play with.
· Ex: If we need to pull the plug, we need consent. There are a bunch of legal steps to go through. 
· How can you express consent when you don’t have a capacity? When you have people who are sick, some has to speak for them and there’s a procedure. It’s the notion of contract. It’s with your own willingness.
3. There has to be mutual consideration
· If he’s giving you something in a promise, there has to be something in return.
· Ex: He’s selling you hockey tickets to the women’s championship coming up.  You have to give him something of value in return, and it has to be reasonable.  Should the price be the same as for men? What’s a reasonable price?
· Ex: Justin Bieber is coming July 25th.  If he adds another performance in Ottawa, it won’t be cheap.  The lower seats are $130-150. Is it reasonable? Yes it is.
4. There is no duress (either economic or emotional)
· Ex of emotion: Grandma would like to see the grandkids for Easter. We can’t go see her. Ask her for a cheque so we can see her.  That’s how elders get their grandchildren to see them. That’s emotional duress. That cheque should have never been written
· Ex of economic: filing for bankruptcy because your business isn’t going anywhere. People will lend you money and if by next week you haven’t paid, they’ll cease your car.
5. The fact that it is negotiated between competent persons
· It means that the individuals have all their capacities; there’s no legal restrictions
· Ex; Grandma who is 96 who is mentally capable, she could sign. But someone who is 45 with Alzheimer’s couldn’t because he/she is incapable. Alzheimer’s is becoming more and more of an issue for younger people. We don’t know how/why, but in the legal field, it’s something that we ask for legal purposes when asking about mental illness. 
· Prof teaches a class in mental health at OttawaU with a psychiatrist; there’s a mental health side and a legal side.  You can’t put someone into a hospital unless he’s in the case where he’s going to cause harm. A lot of people start flipping by end of 20s/early 30s, often because of an abuse of substance.  So intense that it creates shock.
6. The fact that the contract is complete
· This means that all the essential elements are to be found
· A contract as a general rule requires an offer, acceptance, and consideration
· Sometimes you may not actually provide for the price of the good; does that mean the contract is not complete? No- it might be defined in the agreement
· Ex: I wish to buy this chair and the price I will pay will be a comparative price to the price I'd pay at staples. There’s an offer, and acceptance, and consideration. It is complete; the price can be found in a future negotiation process
· If the property is not registered, you can't do anything about it

Legal Factors that affect the contract:
1. Information/Communication: All the necessary elements have been spelled out and everyone knows the game. The offer is made and everyone is aware of the offer. 
· Ex: Disney is offering a special this weekend. Now, Carnival cruises are super cheap because they had 4 major failures last month.  Can get a cruise for less than $150 per person.  Stick with Disney; Mickey’s not going to burn you...
2. Business Relationships: Means it’s all the step-by-step approach we need to follow in order to make the contract. We have to do this for term paper. All the steps in a very factual way to conclude that deal.  It’s a way of making sure that you can actually achieve what you’re supposed to do.
3. The Economic Reality: The context in which you’re actually doing contracts. 
· Do you think what happened in Cyprus in regards to the bank is bad for Cyprus? The British and French got money before they could close deal to secure Russian funds. There’s no loyalty. People will poach anyone if they can make a profit. The small guys in Cyprus are going to pay for the rest. Those without access to means are stuck.
4. Bargaining Power: Capacity to negotiate a deal.  Are you able to negotiate with someone who is more powerful than you? If the answer is no, you suffer the consequence.  You cannot negotiate unfairly, with the wrong deals, but if you’re not strong enough you pay the consequence.
· Ex: The Banks. Right now they’re closing on who gets to be a mortgagee with the banks. They’re being very selective. Your first mortgage should be with a schedule 1 bank.
5. Notion of objective reasonable test: We’re looking at the fact that when we’re making a decision to get to a contract, would a reasonable person do this? 
· Ex: Mustafa says he couldn’t work because he got a bug in water and needed punitive damages to restart his life. Supreme Court said, “Would that be a normal conduct of a person? Would a normal person go through a nervous breakdown and be unable for work for a year?” Goes with the notion of negligence from last class.
6. Notion of fairness in the transactions: Means that after we've been playing with the right processes. Have we done things that meet the right process? Have we been cheating the system or using means to get through steps?
7. Legal Requirements of the Process: Which ones are compulsory?
· Ex: You buy real estate. Until it’s registered, you don’t have legal title.  That’s why when you’re dealing with real estate, there are so many glitches and situations and you have to be only doing that.  Don’t do one here, one there. Too many different things that go wrong. 

Elements of a contract:
1. Offer:
· What is an offer? A promise to execute a specific task on given terms. 
· Ex: I will order a coffee.  You could say, “I’m willing to offer 2 dollars” for a coffee that’s 3 dollars. You could say “no, I want to buy it for 2 dollars”. Whoever orders makes the offer. Since in Canada we don’t determine the price of things because it’s predetermined.
Invitation to treat: Involves marketing. Marketing is not an offer; it’s just to induce people to actually purchase the goods.
· Ex: Your coupons for McDonald’s.  Suppose the coupons are expired. There’s nothing you can do; they can refuse it. The invitation to treat is a way of bringing people inside the shop and has to meet requirements of the law. The word “free” can’t be used. Only in CERTAIN situations. Ex: McDonald’s giving free coffee isn’t advertising to give something free – if you’re getting coffee free, you don’t have to buy anything else. If something says buy 1 get one free, we use the notion of buying 2 for 1.
The ticket clause: Your standard form agreement.
· Ex: Fleetwood Mac is coming at the end of April.  That being said, you’re going to buy a ticket but they sold them all so when you get to the show they say they can’t let you in so they reimburse you. They can’t do this. They’ll say it’s written on the back of ticket. The answer is still no; they have to be sure you’ve been made aware of it.  When you actually do a contract on the Internet, the ticket clause is the killing because you’re always “clicking to agree”; it presumes you’ve read all the conditions. You can’t escape the ticket clause in the case of Internet conditions.

Fundamental Cases in Common Law:

Bigg vs. Boyd-Gibbons: A story of individuals renegotiating a contract; have the terms of the negotiation brings us to conclude that there is a contract. Have to look at how people negotiate to determine if there is a contract. Idea here is purchasing real estate. Actually negotiating through correspondence (letters).  Key thing is this: this person is receiving an offer for the property.  The guy paid 25,000 but he gets an offer for 20,000.  The individual replies and says if you want to make a quick sale it will be not at 25,000 but at 26,000. The guy says I just came back from my holiday and I accept your offer.  The thing is, is there a contract? Can you say the sale is for 26,000? The offer doesn’t confirm the price. 
1. When you look at the contract, you have to look at the intention of the parties. 
2. Price is not necessarily the key element of a contract.  It’s a key component but there’s other thing that define key component of a contract. Ex: I will buy this chair and pay the average price of a chair like this at staples; didn’t specify but we can relate it.  
3. We look at the convocation between the parties. We look at the conduct. By looking at the actual wording, in this case, we may conclude there IS a contract. There’s a desire to sell and the other party is willing to pay a price.  And not changing the value of the price at the end he is agreeing to the 26,000 because the guy didn’t propose anything different. You’d conclude at 26,000.  If he said, “I accept your offer, but we will discuss the price”, this is not a contract. Price is essential but it’s not the end of the day.

Carlill vs. Carbolic Smoke: Idea about this guy selling miracle cures. This guy has a product called Pepsolic and the idea is that when you drink it it prevents marriage breakups – “dream potion”.  People believe that these things can help them.  The advertising had been prepared and was directed to individuals. Said things like “There is a reward if you have influenza and that you actually consume our product and you’re still sick we’ll give you a reward. If you drink this, you won’t have indigestion or marriage breakup”.  In the old days, when people had diseases, people would break up before they could get them sick.  So, people wanted to protect their marriage with this potion.  
· Is there a contract between the parties and can we say that there is acceptance of the conditions? When you post a reward, you do not expect someone to bring acceptance if they fulfill the requirements. Why? Because people have made an offer without requesting an acceptance.  So consequently, this becomes a unilateral contract because I’m putting an offer and if you meet the requirements, you’re entitled to the reward. 
· Ex: Put a flier for lost dog. If found do you get the reward even if it’s dead? Yes – you didn’t specify that the dog needs to be alive. Should have said “dog in healthy condition”.  The reward is a unilateral contract; if the other party fulfils it, you’re bound by it. No need for negotiations. Ex: Someone finds a watch you put on reward sign, if they bring it back in 1000 pieces it doesn’t matter because you didn’t specify.

 An offer can always be revoked before it is accepted. You can always change your mind before the other party fulfils it. If they fulfil it, you’re still bound by the agreement.

2. Acceptance:
· Unqualified willingness to enter into an agreement on the terms proposed in the promise
· Ex: I’m offering to sell you my laptop for 50$, you have to say yes or no. If you start negotiating on the price, it’s not an acceptance; it’s a counter offer. But suppose you say, "Is the case red or blue, that’s not a deal breaker. However, the colour of a car may be a deal breaker. 
· Doesn’t mean that there can’t be some negotiation, but the main elements are agreed upon.  If it’s not a key thing, you move one.
Types of acceptance:
1. Formal acceptance: You express out loud your desire. “Yes, I’d like to be linked to this promise”; no questions. Ex: we have tickets to the Maple Leaf event, its 100$ for the game. 
2. Conduct: Refers to the notion that it’s our behaviour we’re looking at. Through our behaviour we conclude there’s a relationship. Ex: Go to a buffet. When do you agree to the buffet? When you start putting food on your plate. Otherwise, you’re just shopping.
3. Electronic Means: Either by phone, fax, or Internet.  Ex: I pick up my cell phone and talk to you; have to be able to demonstrate there was a clear relationship because it’s not recorded. Another ex is by Internet or fax. In these cases, we need to receive a confirmation of the reception of the acceptance. Ex: I’ve sent you an acceptance and you have to tell me you’ve received that acceptance.

* The contract is formed where acceptance is completed. 

Ex: Glenko vs. Ernie Keller: Case where they negotiate a contract but they don’t specialize the interest rate when the account is not paid.  In Canada, the interest rate if not provided is the legal rate (5%).  But then the courts will say, we will look at factual matters and decide if they provide for another term.  Is it a term that is expressed or implied? If it’s expressed, it is spelled out.  If it’s implied, it’s because of the conduct of the parties.  There’s a practice to always charge interest rates. So they would look at the practice in the industry.  If in the industry they do have a minimum rate of 5.6% per month, that’s what you go by.  To have an interest rate of 20% is normal. Consequently, if you follow the practice you will charge that price. If not, you’ll actually apply the legal industry. If not practice in industry = legal rate.
· Ex: if we don’t pay our tuition fees, on our invoice it says that if we’re late we have to pay easily 10-12% a year (1% a month at least).  Consequently, you’re stuck. Means that out there, they’re defining it. If not, they’d say, “what do other universities do?” when you do acceptance of contracts, you may not have all the means, but if you do Internet and fax you need confirmation that the person has received it.


3. Consideration:
· How much you pay for the value of the promise
· When women get engaged, how big should the stone be? How much should you pay? If you get a nice ring and you break up, you keep it. Don’t apply contract laws. Notion of gift.
· If you’re in a situation where the consideration is not a fair market value, then it is not a contract; rules of gifts apply… it’s a concept of gift legislation.
· Consideration is at fair market value – Ex: You write cheque of $1000 for each year until you die to Carleton so they remember you. If you stop after year 2, can they force you to write a cheque? Yes and no.
· If they explicitly committed to the donation – ex: You want to paint this room pink.  They can expect you to write the cheque.
· If they commit they’re required to pay.  If they don’t, they need to pay.

Clauses that deal with contracts
· Express & Implied terms
· Express: Defines the premise and its execution – If terms and agreement are drafted by a party, then if the terms are ambiguous in its language, then those terms will be construed against the party in favour of the other party.  The drafter bears loss of unclear statements.
· Implied: Terms not explained explicitly but necessary to give effect to the contract.
· 4 conditions of implied terms:
1. Statutory provisions require them (something in law need not be in agreement)
2. If it’s a trade or practices – installing new kitchen cabinets, who removes the old cabinets?
3. Business efficacy – what is the necessity to make things happen? 
· Coke case of 32 can making it more sturdy to stack them
4. By previous conducts in dealings. 
· How have we done things in the past? We have done things in a certain way in the past; we should not have to do it presently. Not required to repeat the same way.
· Ex. Always order cake with a certain icing. Suddenly you get a different cake that what you used to order. You are required to specify what you want each time. 


Rules of construction of statutes
Look at intention of parties and try to understand what was the meaning.
If we cannot read them, dictionary definition is needed.
The common concept
-The entire contract clause: If the provision in the contract stipulates a written statement to be complete, then if it’s not there it doesn’t exist.
-Parole evidence rule: A party can introduce concerning the context of a contract
If you really care put it down in writing
Quantum meruli: Awarding a reasonable sum for the goods and services received


Conditional precedent --> an event or  circumstance that needs to occur in order to perform the obligations.
Conditions of sequence --> Event that when it does occur will bring an end to the contract.
Legal Capacity --> Authority to be competent when you sign a contract (minor could sign if not facing hardships, economic duress, undue influence)
Threat of harm that results from coerced activities
Undue influence: Unfair manipulation that removes your capacity to  a free will.






Class notes cover all the material
Chapters 15, 16; 10,11,12; 5,6,7,8,9
Use point form
Explain each concept in full
Opinion backed up with a class example


FINAL EXAM
4 questions
1 - Corporation
2 - Torts
3 - Contracts
4 - Case
