CH.15

Legal Forms of Business and Organization 

· You have to think like you are going to own capital and build equity 

· To become self-autonomous financially is 

· 
1. Own businesses 

· 
2. Own franchises: don’t work the floor but be the boss with the capital

· 

Don’t go to big the first time because you always make mistakes> don’t know how to deal with tax, lawyers etc.> Use the profit of selling the franchise to make your first 20% on your home. 

· 
3. Real Estate: Go in this before stocks since it is easier to manage (most don’t know what you are doing in the stock market)

· 

When people who have difficulties they go rent (there is going to be a 2nd recession)

· 
The maximum time you need to pay your real estate is 15 years.  The bank can give you a 35 year mortgage and you pay it in 15 years. So if there is ever a bad tenant who doesn’t pay rent, you can ask the bank to lower the rate to accommodate these difficulties. > so now sometimes you can skip payments one year since you are ahead. 

· 
However, do this as a rollover to a corporation once you have equity. 

· 
YOU NEED TO BUILD THIS CORPORATION 

· -

· 
4. Owning financial assets. 

· Once you get into a midlife crisis- it is easier when you have equity. 

· -

· Real Estate 

· Gotta put 20% down> ask what neighbourhood you want to be in> you are never 20 mins away from your profit in your car (tenants). 

· 20 mins define what type of landlord you will be> a slum landlord will make more money rapidly. Ex, people on welfare and min. wages> you will make more cashflow then a regular rapidly. > problem is that those tenants don’t have cashflows and you have to knock on doors properly and law tools. > if people know you are a soft landlord then you will lose. 

· 
LeVasseur says a professional don’t want these ass hole tenants. 

· He always chooses upper middle class and locations as it never loses in a city. 

· The first time is tough because you have to put 20% down> finish uni and live in the apartment

· 3.) All your savings to build the equity> say at 35 you want to do graduate studies you can take a LOC with the equity in your house as a base. 

· -

· Can’t just go to Kanata and Barrhaven> Find the hood first and drive around> Look to see if your spouse will support you> Never pay more than 10 times the gross income of the property ex. If it worth $400K, make sure your income generates 40K a year> a variable rate is 1.9% over 25 years is actually 10% which is expensive. 

· If inflation is going up, so if it is 5-6% then you will be okay to go 12X the gross income. 

Chapter 15- The Corporate Form: Organizational Matters
Corporations (go to government document online)
· Entity that we will always be doing 

· You do sole prop. And partnership because that is the only option you have

· If you do not have a requirement, you do a corporations 
Benefits of a corporation:
(http://www.ic.gc.ca/eic/site/cd-dgc.nsf/vwapj/Guide_2007_Eng.pdf/$file/Guide_2007_Eng.pdf)
1. It’s a separate legal entity

· It has the same rights and obligations as a natural person

· It can sue and be sued

· Only difference is a corporation cannot adopt kids and have families  

· The assets of the corporation stays in the corporation

· If you give someone taxable benefit, then personal use should be claimed 

· Ex. You can’t say it is a company car and go to Mont Tremblant with it 

· If you are the sole manager, you can be a sole director. A shareholder doesn’t have access to the operation of the business 

· Ex. BP was requested by Obama to not pay dividends. Shareholders cannot do much about it. When the company is going downhill, they might file for bankruptcy to walk away from creditors. Then the shareholders get what is left. Sell shares for much less than the shareholder bought it because everyone is bailing 
· When the time comes you need to say I had enough and I can’t go on anymore you can walk about without being liable. 

2. Limited Liability
·  the shareholder are not responsible for the debts
· Ex. BP shareholders will lose investment unless they decided to guarantee the debts of BP. 

3. Lower corporate tax rates

· Yes, there is double taxation, but with the credits give to dividends you would actually get more than if you were to get that money with a salary. 
· Ex. Canada has the lowest tax rates for new ventures in the G20

4. Greater access to capital
·  You can sell your shares that will generate cash for the business.

· You get investors that will give you cash but they want ownerships (shares)

· I get access to the business. 

5. Continuous existence
· When you die, your shares go to someone else 
Implications of incorporations (likely to happen as a result of corporation)
· Increases formalities

· must define BOD and where you are registering the business
· 3 key things

· Shareholder: who should they be? Only you or someone else. 

· Directors
· Officers: positions of executives 

· Small business can be all the above 

Every corporation needs to have these 3 things:

1. Shareholders- these are the people who own the corporation 

2. Directors- they supervise the management of the corporation’s business

3. Officers- a corporation’s officers hold positions such as president, chief executive officer, secretary, and chief financial office

· Federal or Provincially Incorporated:

· Federally- you can do business everywhere in Canada 

· Benefits:

· You have name protection across Canada

· Ex. You can go form BC to Ontario and still keep the same name.

· Location flexibility- you can hold an office in one province and do activities in another
· Provincially- have decided to lower their incorporation fees to compete with the provinces 

· I can do business only in the province

Articles of Incorporation 
(http://www.ic.gc.ca/eic/site/cd-dgc.nsf/vwapj/Form01.pdf/$FILE/Form01.pdf)
· You need 2/3 of voting rights to amend this document. So, when you sign this you don’t need everyone to agree. And when changes need to be made it won’t be because a small ownership wants change. Way more than half must want change.
· Key clauses:

1. The name of the business 

· I got to make sure the spelling of the name and sounding of the name is not used.

· Nuans Report- meets the national standards of protection of names or no impatient to use that name (nothing wrong) > with this, submit the elements that you are going to be dealing with like: what type of business, where business, what type clients, what makes you distinct etc.  
· Consider getting a bilingual name because it cancels out the opportunity of others getting your name in a different language.

· Make sure the spelling of the  name and sounding of your name does not violate human rights
· Ex. The store whose name sounded like Nazi, but changed it because it caused controversy. 

2. The province or territory where the head office is located
3. Class of Shares: how many common and how many preferred shares 
· Unlimited number of common shares is the easiest way. If you are starting a business alone, put unlimited number of shares. 
4. Restrictions on the business (clause 6) 
· You can  put anything in here from what to do in the business to transferring ownership of the business (as long as it doesn’t violate human rights)
· Ex. On share transfers. Who can you transfer your shares to? Would you like it if someone gave shares to someone who you did not like?
5. Other provisions:
· Ex. Providing for a shotgun clause, or banking 
· Ex. Corpo’s securities, other than non-convertible debt securities, shall not be transferred without… the sanction of the managers, directors, or SH

· Ex. Camelot office club: if you do not pay your dues, they put a lien on the shares > the golf experience turns into a corporate experience> The shareholders had to take a loan to pay for their debt but members didn’t read the fine print of the articles of incorporation and got burnt
· Incorporation Kit- http://www.ic.gc.ca/eic/site/cd-dgc.nsf/eng/cs02717.html#s7 

· Description of the classes of shares: 
· What restrictions and provisions will the different classes have?

· Also deals with how they can buy back shares to get rid of a shareholder (Conrad black) 

· 4: Restriction: is it a private corporation with no more than 50 SH. 

· 5. Min and max number of directors 

· 6. Restrictions , on the business corporations may carry 
Bylaws -- Corporations Canada- Examples of By-Laws (look for it on Google) 

· Deals with all the processes and rules of meetings and proceedings. > the job of corporate secretaries (look at ICSA)

· Ex. Make sure the agenda of the meeting has what to be voted on is spelled out. 
· Chartered Secretariat website – a professional that plans the meetings and make sure everything goes accordingly
