Class 4 									  Jan. 27, 2011
· On the final exam: use perfect legal principles when answering questions involving cases.
· On the midterm: any materials covered in class up to Ch. 15
Insurance:
· Deductible: able to come up and see “how much are you willing to absorb the risk?”
· Car Insurance: deductibles can be $300? Or $1000?

Duty to Discloser:
· Provide information to the insurer

Co-insurance:
· In law, there will be circumstances where it will apply
· When dealing with fire insurance, you are required to have a minimum portion of the property to fully recover.
· People will try to evaluate their insurance less than the total value of their house because they know the house will not burn for its full cost.
· The insured party will have less insurance than the amount specified in the clause.  There will be deficiencies in the policy called co-insurance.

Building Value (BV) = 500K
Actual Insurance Coverage (AIC) = 300K
Actual Loss (AL) = 100K
Co-insurance Applications (COI) = 80%

	 , where Minimum Insurance (MI) = BVCOI

Insurance Coverage:
· Injury for Property Damage (ex. How much will I get when people get injured?)
· Personal Injuries
· Financial Losses
· Property Damage
· Loss of Profit
· Death: “how much does my life worth?”  Death must worth something to the state.

Agency (Ch. 13):
· Someone is going to represent us.
· Everyone needs to be represented.  (ex. Suppose when you walked out of the class one day and got hit by a truck.  What to do?)
· A relationship about representing parties.
· Looking at how the relationship will bind the principle with an outsider.
· (Not important): Common Law, which is when two partners live together but they are not legally married.  In Ontario, common law is recognized after the partners have lived at least six months together.

How do we create an agency?
· By an agreement: principle will define the mandate of the agent.
· The authority will be what allows the agent can do, and will determine whether there is a contract between the principle and the agent.  If the agent works inside the agreement, the principle is liable.
· The authority can be defined in two parts:
· Actual: expressed or implied.
· Expressed: on paper.
· Implied: part of your position.  (ex. Security guard check, who will be in this classroom.)

· Apparent authority: the power that an agent appears to have to an outsider because of the conduct or statements of the principle.
· (ex. There is an agent who can only purchase vegetables as stated by his contract.  You go to the market and then tell the store manager that they can also buy meat.  By stating this you are now estoed (don’t know how to spell this word) → through that statement your agent now has the ability to buy meat even though it is not stated in his contract.  You cannot change that statement!
· People use large business names to promote themselves.

· Ratification: where the agency is created because the agent exceeds its powers without authority and then principle ratifies the agent’s actions.  If it can be done in the reasonable time, the principle can conclude the contract.

Key Things that are the Duty of the Agent:
· Fiduciary Duty: imposed to the principle based on the relationship of trust.  Working in good faith for the interest of the principle → disclose of information to the principle.
· Avoid using the assets of the principles
· Avoid conflict of interest
· Working for two principles

1. Pay the agent
2. To provide instructions to the agent
3. Reimburse for reasonable expenses
4. Identify for losses and liabilities

What are the liabilities of the parties?
1. Liability to the principle to the outsider.
· When we have actual authority, the agent is always liable.
· If the agent exceeds the actual authority, then, the agent is liable for that excessive authority.  But that is subject to the apparent authority.

2. Liability of the agent to the outsider.
· When an agent acts without authority, then, the agent is liable for breach in warranty of authority.  (ex. The Prof says he represents Coca Cola even though he is not.)

3. Liability of undisclosed principle.
· When you do not know you are dealing with an agent and will assume that you are dealing with the principle.  In that case, if it is inside the authority, the principle is liable.  
· If the agent indicates he is the principle, he will be liable also.

4. Liability of an agent to the principle.
· When an agent exceeds his authority, the principle can sue the agent for breach of their contracts.

P. 70 – Case #5:
1) Facts → not questionable and everyone agrees.  
(ex. A routine review of A/R)
(ex. Collections from one customer creates problems.) 

2) Legal Questions → legal obligations, risk assessment
(ex. What are the risks?)
(ex. What are the measures in law required to…?)

3) Legal Principle → definitions of concepts, questions, risks, legal obligations, regarding risk, etc.
(ex. What are definitions of risk?)
(ex. What is risk management?)

4) Judgment → need to answer the legal questions that you have outlined to bring judgment to the facts you have.


