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Real property – land and what is permanently attached to it (and associated legal rights)
Personal property – all property, other than land and what is attached to it
Tangible property – property that is concrete or material (chattels)
Intangible property – property that derives value from legal rights (ex. A/R, customer records)
Acquisition of Ownership
Different assets have different ways of acquiring ownership (ex. land leased vs. goods made)
No registration system for most personal property b/c easily moved
The value of some personal property may not justify the cost of registering it
Interests in chattels (tangible property) are registered when used as security in a purchase
Possession without Ownership
Ex. leasing, letting customers use storage facilities, allowing another to use its name/logo
Meets business needs of both parties
Obligations
Owner of property bears ultimate responsibility for its protection
Someone other than the owner who has possession must take reasonable care of it and pay applicable charges for use of the property
Requirement to take reasonable care applies whether agreement is contractual or not
Damages awarded = to restore customer to the position if the contract was property performed
Since owner bears risk, can choose to shift risk to third party through an insurance contract
When in possession of someone who isn’t the owner, insurance policy should be purchased by the person who is responsible to pay damages
Rights
Owner of property can:
Sell property (transfer ownership and possession to buyer)
Lease property to another business (keep ownership but give possession to buyer)
Use property as security for a loan (lender can seize the property if borrower defaults)
Transfer possession of chattels to another business for storage/repair/transport
Possessor of property has right to keep property for time provided for in the agreement
Bailment – temporary transfer of possession of personal property from one person to another
Bailor – owner of property who transfers possession in a bailment
Bailee – person who receives possession in a bailment
To identify rights/obligations relating to bailments, answer 2 questions:
Is payment involved?
Bailment for value – bailment involving payment for use of property or a service
Gratuitous bailments – bailment that involves no payment
For whose benefit is the bailment?
Gratuitous bailments benefit one party vs. bailments for value benefit both


Contract of Bailment
Contract will normally include:
Services to be provided by the bailee
Price to be paid by the bailor and payment terms
Extent to which the bailee is liable for damage or loss
Remedies of the parties for failure to perform
Warehouseman – bailee who stores personal property
Focus is on bailee’s ability for loss/damage to chattels and bailor’s remedies  for collecting charges
Liability of Bailees
If no formal agreement, common law rules of bailment will apply
Past: bailees were 100% liable any damages to chattels
Who benefits
If gratuitous and for benefit of bailor = bailee exercises low standard of care
If gratuitous and for benefit of bailee = bailee exercises high standard of care
If reciprocal benefit = bailee exercises ordinary standard of care
Nature and value of the property
Higher standard of care for more valuable property
Whether payment is involved
Terms of the contract/limits on liability
Contract may say ordinary care but limit amount of damages for which the bailee is liable
Special regulations/circumstances/instructions
Expertise of the bailee
Bailee that specializes in a bailment is expected to take greater care
Bailee is vicariously liable for employees’ actions/negligence
Liability of Bailors
Bailors must ensure that goods bailed are fit
Ex. if goods are unfit and a bailee is injured, bailor may be responsible
Remedies
Bailee attempting to recover a fee for services performed in relation to the property
Bailor attempting to recover for damage/loss to property while in bailee’s possession
Has bailee met relevant standard of care?
Does the agreement cancel/limit the bailee’s liability?








Types of Bailment for Reward
Lease
Common law implied term that property be reasonably fit for intended use
Lessee must return property in state received, subject to normal wear and tear
Chattel lease – contract where lessee pays for use of lessor’s tangible personal property
No legislation dealing with commercial chattel leases
Rules come from general law of contract
Operating lease – lease where property is returned to lessor when the term is up
Financing lease – lease that lets lessee finance acquisition of tangible personal property
Two-Party Leasing Agreement
Dealer (lessor) -> Lease -> Lessee
One contract (lessee has remedies against dealer from problems)
Three-party leasing agreement
Dealer (vendor) -> Sale -> Financier (purchaser)
Financier (lessor) -> Lease -> Lessee
Two contracts (dealer sells to financier, who leases to the lessee)
The lessee has no contract with the dealer
Storage
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Bailee has lien over property until owner pays fees (so can keep property until payment)
Lessee has right to sell property (additional proceeds from sale go to owner)
Notice of intent to sell must be given
Repairs
Storage bailment created when property is left at a shop for repair
Bailee must provide reasonable safekeeping of property and complete repairs in a workmanlike manner
Parties do not have to agree on price of storage/repairs in advance
Repairer can’t charge more than what is reasonable, and owner can’t pay nothing
Lien – right to retain possession of personal property until payment is received
Transportation
Carriers – bailees who receive property and transport it according to owner’s instructions
Common carriers – carriers for reward (transport any property as long as they are paid)
Held to very high standard of care (liable if property is damaged/lost)
Owner not required to prove fault by carrier (unless circumstances beyond control)
Often limit liability to low dollar amount in standard form agreement
Lodging
Innkeepers must take care of guests’ property and are responsible for loss/theft
Guests and innkeeper share control of property
Permitted by legislation to limit liability to specific amount ($40-$150)
 Unless negligent/deliberate
