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Why should we incorporate
You create 4 elements:

· A separate legal entity, it is distinct from investors. You are only liable to what you invest. If you sign over debts you are now liable. Example: Franchise tries to get you sign different kinds of agreements e.g. Tim Hortins, they used to have bakers who produced for a cost of 12 cents with the new system its 22 cents, owners refuted, but franchisee have ownership over coffee and that is profitable


· Limited liabilities, liability based on the obligations you commit too


· Taxation: corporation has the lowest taxation, why? You are dealing with a business trying to create venture


· Continuance: when you want to pass on ownership to a relative, the company continues; you transfer an ownership you will have to do it through a trust


Trust is an obligation, that is imposed by equity on a trustee as legal owner of some specific property to deal with that property for the benefit of another person of the advancement of certain causes.
A settler is a person who creates the trust and a trustee is the person who manages the fund. Beneficiary is the person who will get the benefits.
Types of trust:

1) Intervivos; (between the living) you will define the type of trust you want for your kids:
      - Wedding
      - Education
      - Deposit on the purchase of their house


2) Decreased Trust (usually a will)
Associated to a will, the money is in a trust (this way, if your spouse re-marries, he/she does not get your money)


3) Express: Communicated by the settler


4) Implied: when the law provides for that specific situation

In business, the most common element in trust are discretionary trust. The trustee will determine based on the obligations of the trust, how and when payments will be made. Trusts – benefits family members without losing control of your assets

The trust creates a fiduciary relationship between the trustee and the beneficiary. Express-trust-trustee is required to comply with the terms and a beneficiary can enforce the arrangement.

Beneficiary does not have to be names as long as there is an identifiable cohort (group) this allows you to protect your kids for example.

Settler has to define the rules

What are the actual powers given to the trustee?
you can give discretionary power, but it cannot have, in any way ( discrimination

The financing of a business:

1- Shares: issue shares, common or preferred
 - has a right to vote
 - a dividend paid when declared by board of directions
- distribution of asset upon dissolution preferred share whatever you modify in your common shares so you to determine what people want, For example higher return extra right, gives benefits to the people through preferred share

2- Bonds: debt that is secured

3- Debenture: unsecure debt could be a promissory note


When you are out there you have to be able to demonstrate that you can them back.
You need to issue securities. If there is more than 50 shareholders you need to declare your prospectus.

Conversion Rights: Convert your debts into shares of the business e.g. GM got their loans from the government in the shape of the shares of the business

Liabilities of corporations and directors

Tort Liability: Primary liability the corporation is liable e.g. corporation makes a wrong doing. 
Identification theory: when a directing mind commits a tort then the business as a whole is liable. E.g. texco directors caught using racial slur. The whole company became liable had to sell Canadian division to pay debts.

Vicarious liability: when your employee s are committing a tort
Liability in contract: looking for the obligations pursuing to an agreement.

Criminal liability: there are two types of crime. First one intention crime it involves your guilty mind. E.g. Eric Maddoff

Regulatory Crimes: the law establishes a norm and if you don’t respect that law there is a presumption of your guiltiness. You have to demonstrate that you’ve taken the reasonable steps to avoid failure. E.g. cannot sell food that is not for human consumption and that is why animal food nowadays is edible by humans.

Statutory  liabilities: the law provides a series of obligations which means directors cannot escape liabilities.
1- Directors are liable for wages and employment that are unpaid

2- Insider trading: taking personal benefit from privilege information you must return the profit

3- You must pay taxes, especially HST

4- Failure to maintain health and safety standards

5- Engage in anti-competitive behavior, e.g. Microsoft investing in Correll to save them, so they do not turn into a monopoly, so legislations aren’t passed on them. Also, Apple does not want BlackBerry to die.

6- Misrepresentation in a prospective

7- Pay a dividend when you have no profit, when the company is insolvent

8- Working and importing dangerous goods e.g. fertilizers they are highly flammable
