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Chapter 01

An Introduction to Dynamic Business Law
Jlae Y1 Saalinall o ldl) ) Jae

Business Law

Jard) (5l

Definition: Enforceable rules of conduct that govern commercial relationships
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1-Functional Areas of Business Affected By Business Law
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S il 3yl
Corporate Management

Jadl 5 ly)
Production and Transportation
Marketing

skl 5 sl
Research and Development
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Accounting and Finance 54l
Human Resource Management Al 2 ) sall 31

2- Purposes of the Law
Ol () S
sdsidal -
Providing order . )
'EJ;L&AS d:ms 402 -
Serving as an alternative to altercation e il ol g uen
Facilitating a sense that change is possible
dande elaiay) Al -
Encouraging social justice faastl) il e
Guaranteeing personal freedoms ‘
SOl Jis e -
Serving as a moral guide



3-Classification of Law
o8l Citat

B Private Law: Involves disputes B Public Law: Involves disputes

between private individuals or groups between private individuals or
Galall clelaall o o 4V o cile Sl Jad g 1aladl ) gl groups and their government
dalall clelaall 5 2131 G cile il Jady s zaladl o il
agteSa g
B Civil Law: Involves the rights and
responsibilities involved in
relationships between persons and
between persons and their
government
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B Criminal Law: Involves incidents in
which someone commits an act
against the public as a whole
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Sources of Business Law
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B Constitutions ol

B Statutes b ksl
oyl

B Cases
) O

B Administrative Law

B Treaties Sl

LAl

B Executive Orders



Chapter 02

Business Ethics
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1-Business Ethics and Social Responsibility
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Ethics: The study and practice of decisions about what is good or right

Business Ethics: The application of ethics to the problems and opportunities
experienced by businesspeople

Ethical Dilemma: A problem about what a firm should do for which no clear,
right decision is available

Social Responsibility of Business: Expectations that the community imposes
on firms doing business inside its borders
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2-The “WPH” Process of Ethical Decision Making: W—WHO
(Stakeholders)
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B Consumers i)
M Owners or Investors G palinaall f ol
B Management 50
B Employees Ol

elial Jual 58

B Community

B Future Generations Jaiasall Jlsa|



3-The “WPH” Process of Ethical Decision

Making: P—PURPOSE (Values)
gl WPH" 1 BMAY) ) il pia dlee W-(Aalaal) cilaial) Asallal) dauall daliia
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B Freedom s
M Security )
M Justice .
M Efficiency seliS

-Primary Values and Business Ethics:
Freedom
4 ad) rdaad) CLBMA 5 Apulul) Al
M To act without restriction from rules imposed by others
B To possess the capacity or resources to act as one wishes
B To escape the cares and demands of this world entirely
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-Primary Values and Business Ethics: am cilo; du g 16185 8 el aidiay-
Gaulad) claliay

Security b J2ll (e Gpdl) G e Rl S5 -

b Aalal) ALl §g8a

O rdles ) BN 5 dulul) adl) o hlaal O da 50 il 8 (g Tpuds Al sk
e e sa

B To possess a large enough supply of goods and services to meet basic needs
B To be safe from those wishing to interfere with your property rights

B To achieve the psychological condition of self-confidence to such an extent
that risks are welcome



Primary Values and Business Ethics:
Justice
Sl s deadl CLBNA] 5 dplal) 2l
B To receive the products of your labor

B To treat all humans identically, regardless of race, class, gender, age, and
sexual preferences

B To provide resources in proportion to need

B To possess anything that someone else is willing to grant you
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Primary Values and Business Ethics:
Efficiency
Belisl) 1 Jlas Y CLENA 5 Asulul) asl)
B To maximize the amount of wealth in society
B To get the most from a particular output

B To minimize costs
ainall 355 ) e 508 aall Guiail
Cadlsall pe aall

4-The “WPH” Process of Ethical Decision Making: H—HOW
(Guidelines)
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B Public Disclosure R

B Universalization s

B Golden Rule hpiad 2acld



Chapter 03

U.S legal system
S sl U

1-Types of Jurisdiction

B Original Jurisdiction: The power B Appellate Jurisdiction: The power to
to hear and decide cases when review previous judicial decisions to
they first enter the legal system determine whether trial courts

o1 Galeaia¥l; Al 5 Uyl e UL b ol 5 5 erred in their decisions
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B In personam jurisdiction: The B Subject-matter jurisdiction:
power to render a decision The power to hear certain
affecting the rights of the specific kinds of cases
persons before the court o i 15l e ) o) palecit] - um 5
Llzail)
o s A il 38 1duadldll ddall (alaidl
2-Subject-Matter Jurisdiction:
Exclusive Federal Jurisdiction
@) Galaid¥) 5 pas (pabaidl ¢ g g A ey Yla-
Admiralty cases Y] Yl

Fudasy dstiall Ll
Bankruptcy cases P
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Federal criminal prosecutions

Cases in which one state sues another state
Claims against the United States Alad¥l cldUadl
s Al Al ol @) e s sl 5 Al clilae

Federal patent, trademark, and copyright claims &y ol Ay ALl alsid]

Other claims involving federal statutes that specify exclusive federal jurisdiction



3-Subject-Matter Jurisdiction:
Concurrent Federal and State Jurisdiction
btV Al sall g Lalasy (el Jiall i Galiaia¥l ¢ s g
B Federal question cases A el Al VAL

B Diversity of citizenship cases Auia) Ylaidll ¢ 45

4-Subject-Matter Jurisdiction:

State Jurisdiction
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B All cases not falling under Exclusive Federal Jurisdiction

5-The Federal Court System

la3Y) AaSaall Hlsi

B The United States Supreme Court sasiall LY M Llall deSaalle
B Intermediate Courts of Appeal U siall GliEnY) oSlae-
B Federal Trial Courts (U.S. District Courts) AAIEY) afadl) A0 Sl Apalai-

(sasiall Ly )

6-State Court Systems
A al) AaSaa dalail

B State Supreme Courts
Lilal) 41 501 Slae

B Intermediate Courts of Appeal Aol G (Sl

M State Trial Courts A gall A5 oSl



7-Threshold Requirements for
Litigation
Rl oY) sl i
Standing (to sue) (Ssliay) iy

- Al Jaall) Jlas 5 dlla-
Case or Controversy (Justiciable Controversy) (o ) ?

) c..a.\_
Ripeness
8- Steps in Civil Litigation:
The Pretrial Stage
LaSlaall U Lo Ala ) 1 i) ol 3l gl

Informal Negotiations e )y ilin gid
Pleadings Ciladl all
Service of Process Alee Aas
Defendant’s Response ale Leadl o,

Pretrial Motions Aol 0 cial sy

Discovery
L)
Pretrial Conference
ASlaall Bl e 5all

9-Steps in Civil Litigation:
The Trial
LaSlaall 1 el aaliil] & ol glad
Jury Selection Cptlaall A Laal
) 58l id

oY) a3 5 3 sgil) ol il
Examination of Witnhesses and Presentation of Evidence

Opening Statements

Closing Arguments
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Slardad pilaall 2

Jury Instructions
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10-Steps in Civil Litigation:
Post-Trial Motions
Gla) Y] AaSlae a2y 1 Saal) ol 8l glad

B Motion For Judgment In Accordance With Verdict

ASaID 1 5 (KAl 48 jall
B Motion For Judgment Notwithstanding Verdict SSall (e el e uSall 3 jal
B Motion For New Trial s0a AaSlad ) il

11-Steps in Civil Litigation.
foall palal) ) gha

Appellate Procedure
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12-Appellate Court Decision-Making Powers
O a3 ladia Gl daSae

B Affirmation

a8l
B Modification i
M Reversal O 315 ) ¢l
B Remand ShliaY! Guall



Chapter 13
Introduction to Contracts
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Contract (Definition):
] (S-Tg° 2 EC
A legally enforceable agreement

ake S48 (B
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1-Elements Required For Contract Formation (Dl 5 lasyl) Gl
B Agreement (Offer and Acceptance) (Cb Leash () dadll) Jaial il

S o el o oG
B Mutual Consideration (Value Given By Both Parties) (G19) el il 8

E)Jﬂ\ ¢daal) @ij}ﬁ*é& BJM\)R_uquS\ c_n\JAsl\-
B Legal Purpose and Subject Matter (Object) (ke e & Js3all 4 5303

B Legal Capacity (Ability to Understand Terms and Nature of Contract; legal
ability to enter into binding contract)

2-Defenses to Enforcement of Contract
el 3w ilelay
B Lack of genuine assent (fraud, duress, undue influence, misrepresentation)

B Lack of proper form requirements (statute of frauds writing requirement)

(Casnd Al g guua ¥ 53 S ol SYI S JLia V1) diis 48 ge 2505 20

(s AL YLERY) () 5i8) add) JSEN el 380 35a 5 ade
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3-The Objective Theory of Contracts
3 giall (e Chagll 4y ki
B Existence and interpretation of contract based on outward manifestations of

intent by parties (objective, “reasonable person” standard of contract
formation and interpretation)

B Subjective (individual) intent generally irrelevant
(el 5 diall (S5 Jlame "SUELe" cCangll) Cal R Ul sill dpn AN jaUsall ol e ial) iy 3ga g

Losas & sumsally L) Ala ¥ asil) (2} amid

4-Sources of Contract Law
J}Saj\ u}JU JJLAA
Al el -l
B State common law sall el
(Y 5alall) 2 sall (5 il ¢ silal
B The Uniform Commercial Code (Article 2
( D g

Governs contracts for the sale of goods

5-Classification of Contracts:

Bilateral or Unilateral
aa) s caila (e ol AN 10 gall Cayiad
2o gl Jals ;aal) " SLEN"
B “Bilateral” Contract: Exchange of promises e o1 Qe i 30y il " s 5"

B “Unilateral” Contract: Promise in return for performance of act
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6-Classification of Contracts:
Express or Implied

:\,.da.\'a Ji EA.Um 13 g8al) Chulalt
“Express” Contract: Based on written or spoken words
“Implied” Contract: Based on conduct or actions

“Quasi-Contract” (“Implied-in-law” contract): Imposed in
certain cases to avoid unjust enrichment, even if all elements
of contract formation not satisfied
3 ghaie ol 4 gi€a IS ) ol g s aall " yuuSIM-
uqui é}lmé.c ct\,\ Aiaj\ "J_\M. 2
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7-Classification of Contracts: & smse | g Al e caial) g I
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Valid, Void, or Voidable il JE
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“Valid” Contract: All elements of contract formation satisfied Sial) (e lansY)
“Void” Contract: lllegal purpose/subject matter; unenforceable

“Voidable” Contract: One or both parties can withdraw from contract

PRV ex_i 13 g8l Canbial

8-Classification of Contracts:
Executed or Executory

“Executed” Contract: All terms of contract fully performed

“Executory” Contract: Some duties under contract not performed by

one/both parties
JAlS 35 e 3 iy asen 2kl "alsc "

SRl S / aal s Leaas Y e (o gay Cllial sl (amy 138l " i



14

w)ﬁ}iwjjjsﬂ\uy.mﬁ

9-Classification of Contracts:
Formal or Informal

“Formal” Contract: Must meet special form requirements

Examples: Contracts under seal, “recognizances,” letters of credit,
and negotiable instruments

“Informal” Contract: No formalities required in making; a “simple” contract
dalal) 3 saill e Al oy a1

"I 3 g3l :ﬂhirecognizancesc" Jglall Asl) A Sl g o laity) calitad
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10- Interpretation of Contracts
3 g8al) puuudl

Contract interpreted to give effect to parties’ intentions at time they
entered into contract

If multiple interpretations possible, adopt interpretation that would make
contract lawful, operative, definite, reasonable, and capable of being
effected

If contract contains ambiguity, judge should interpret it against interests of
drafter

Handwritten provisions prevail over preprinted terms
Numbers written in words prevail over numerals
Specific terms prevail over general terms
Technical words are generally interpreted in accordance with industry
standard Blal) iy (52 gl & ol LY U g3 Jandl] jpands s
o2 e B ol8 5 o ina 5 goal 5 (3 shaiall ¢ 558 die Jeay O 4l e el dlaie) 5 (e Badwle ol ypsd 13)
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Chapter 14

Agreement

"

4 8LEs)

1-Elements of a Valid Offer
B Manifestation of offeror’s intent to be bound
Intent determined by objective, “reasonable person” standard
Preliminary negotiations and advertisements do not constitute offers

B Definite and certain terms (including subject matter, price, quantity, quality,
and parties)

B Communication of offer to offeree (or offeree’s agent)
Aajle 58l Can sall A pallae (e ghe W
e doe pmsdl el laaaaids - W
syl S Y eV s el il gidl. W
(L1315 e il 5 el 5 yaadl o samgall A3 L Lay) dima g 32030 Can- W
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2-Auctions
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e - 3 e e il s 38 (21 (e Dlias) JYA
. . W " P i .
B Auction With Reserve QA k" g8 0l g
_ _ - (ool s ) ey Las) o A8 jlas 8
Seller merely expresses intent to receive offers Uglae LAl 28 Con gl / 3 e

Auctioneer (as representative of seller) may withdraw item from 23 52 354l
auction at any time before “hammer falls” -oae Sel di of e 0

Before hammer falls (signaling acceptance of offer), bidder/offeror
may revoke bid

B Auction Without Reserve

Seller must accept highest bid



3- Termination of Offer

ol sl

B Revocation I
B Rejection b )
B Counteroffer e o= e
_ nsall el / sl

B Death/Incapacity of offeror -
ol g sase e
B Destruction of subject matter of offer . g
ol g g 5e (e ABaY A 4
B Subsequent illegality of subject matter of offer CE N 5
B Lapse of time ol (B nadl (3) Als Ji3

[ |

Failure of condition(s) specified in offer

4-Acceptance

"3

Jo
B Definition: Representation of offeree’s intent to be bound by terms of offer
B Silence generally does not constitute acceptance

B Terms of acceptance must be identical to terms of offer (“Mirror-Image”
Rule)

B Effective when communicated by offeree to offeror

B If no method of communicating acceptance specified in offer, any
reasonable means of acceptance effective (Examples: telephone, mail, fax,
e-mail)
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5-The Mailbox Rule
sac ]l yy yll dle
Acceptance by mail effective when placed in mailbox; however,

revocation of offer effective only when received by offeree

) (3saiia A lgaa g vie Jlad 3l (G sk e J sl
Gl J e Gl Levie V) Allad Gia jal) olad) el aay

Chapter 15

Consideration

Jiey

() LB
1-Consideration (Definition):
Something of value, given in exchange for something else of value,

that is the product of a mutually bargained-for exchange
aral) Lgdanad sl JALS LS g8 138 g Aad o3 JAT 5 od Jilda B BIUL dad 53 o4

2- Examples of Consideration

et (e AL

B Benefit to promisor se) gl sl

B Detriment to promisee

wluddipromise

L Jadi o 2

B Promise to do something

s ot oLl e LYY e s

B Promise to refrain from doing something
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3- Rules of Consideration
Dbl el 8
B For a promise to be enforced legally, there must be consideration
B Exception—Promissory Estoppel:
One party makes promise knowing other party will rely on it
Other party relies on promise (“actual reliance”)

Justice dictates enforcement of promise, even though it is not
supported by consideration

B Court rarely considers adequacy of consideration
B |llusory promise does not constitute consideration

B Past consideration does not constitute consideration for purposes of
present contract

B Promise to do something you are already legally obligated to do is not valid
consideration (“Pre-existing duty rule”)
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4-Uniform Commercial Code:
Requirement and Output Contracts

2 s8all il Al g clallaial) ras gall (gl ) gilal)
B “Requirement” Contract

Buyer agrees to purchase all goods needed/required from designated
seller

B “Output” Contract
Seller agrees to provide all it produces to designated buyer
B No quantity specification necessary in either requirement or output contract

B For both requirement and output contracts, parties must act in “good faith”
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= o55_partial Payment of Debt
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B Liquidated Debt: No dispute as to amount of money owed

B Unliquidated Debt: Parties either (in good faith) dispute fact money owed,
or dispute amount of money owed

B “Accord and Satisfaction” Requirements (“Accord” represents agreement,
“satisfaction” represents payment; accord and satisfaction means partial
payment of disputed debt discharges remaining balance allegedly owed):

Unliquidated debt

Creditor agrees to accept, as full payment, less than creditor claims
owed

Debtor pays agreed-upon amount
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Chapter 16

Capacity and Legality
A g i g ) il

-
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1-Contractual Capacity
(Definition):
Mental ability to understand rights and obligations established by contract,
with the presumptive ability to understand how to comply with terms of

agreement
GUEY) o gyl JUaY) 43iS agdl AL B a8 aa cdlall (e ALEUY clal g (3 g8al) agd o dulal) 5 a8l
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2-Contractual Capacity

General Rule of Law: Natural persons over the age of majority (18 in most states) are
presumed to have the full legal capacity to enter into binding legal contracts

AL Aala) B ) e Sha A g8 2 e 3 sl AL A 1Al 5 Leaal (Jpall alina 8 VA) 20 s (338 Copmnalall GalaY1 o imiy

3-Individuals Who Have Only Limited Capacity to Contract
8l e Jasa 5,08l i@ ol ol ey
B Minors

B Those suffering from mental deficiency that renders them incapable of
understanding the nature and obligations of contracts
B Those who are intoxicated A PRI |

daibs agh e 0 8 e aglead Il i) ) gl (ga () silay 0l Sl
asie il il
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-Rules Regarding Minor’s “Contractual Power of Avoidance”

a3 88 Alal uslill 3lat Lad s 22 5

Disaffirmance (“Power of Avoidance”): Minors’ right, until reasonable time after
reaching age of majority, to disaffirm/avoid their contracts
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To exercise right, minor need only demonstrate, through words
and/or actions, intent to rescind contract

Minor must return any consideration received (if still in minor’s
possession/control), regardless of condition

Even if consideration damaged/destroyed, other party has no
recourse against minor

Rules designed to discourage competent parties from entering into
contracts with minors

disaffirmance (" § b s A gine Aaie ) Jn e paldll Ba 1(Mind 5
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J gmall gl J) sl Disaffirm i

-Exceptions to Minor’s Right to Disaffirm Contract

B 1-Contract for Necessaries (Definition): Contracts that supply minor with
basic necessities of life

2- Ratification (Definition): Acceptance of terms of contract (entered into

Examples: food, clothing, shelter, basic medical services

as a minor) after reaching age of majority

21

Express Ratification: Occurs when, after reaching age of majority,

individual states (either orally or in writing) that he/she intends to be

bound by contract entered into while a minor

Implied Ratification: Occurs when former minor takes action after
reaching age of majority consistent with intent to ratify contract

Jd eV udisaffirm / paasie cuias
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-Parental Liability for Minors’ Contracts, Necessaries, and Torts
w1 5 ey 5l ¢ puall) 3 gial 4y 53 A g sl
B General Rule: Parents not liable for contracts entered into by their minor
children
Exception: Contracts for necessaries

B General Rule: Parents not liable for torts committed by their minor children

Exception: Failure to properly supervise child, subjecting others to
unreasonable risk of harm from the child

il a2 3Y 5l Lea s ) 2 i) e A g ane sy LY ALl Bac i
by g mall 2 ghe oLt
el a2 3Y ol L)) )l Y e A e Cu LY Al Bac il
Jill) e )nm e Wi e Shlial )8V pliad) e JG Jak (o il U L 2ol

4-Individuals Having No Capacity to Contract

lail) Aalaf Y 3 ga 2 aY)

B Those adjudicated insane <5 & Lot bl (003 il alel 3201
o . Bl | geds ol SIS S o

B Those adjudicated habitually mtoxmateud ‘ b ) it 3 e el 1]
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B Those with appointed legal guardians e Lalls Alaws ; AY) ikl Y] s
oSall Cana
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5-Rules Regarding Intoxication i S Al a6 e Gl
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B General Rule: Contracts made by intoxicated persons are voidable

B If intoxication merely causes person to exercise poor judgment, contract not
voidable unless other party unfairly capitalized on the impaired judgment

B When intoxicated person becomes sober, contract can be ratified or
disaffirmed; however, courts will liberally interpret behavior that seems
likes ratification once intoxicated person becomes sober
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6-lllegal Contracts
A8 e 3 giall
B Contracts with no legal purpose and/or subject matter
Example: Agreement to commit crime/tort
B Contracts violating statute(s) and/or “public policy”

Example: Usurious loan agreement (loan contract exceeding
state-imposed maximum interest rate)

Example: Unconscionable contract (Agreement so unfair that
it is “void of conscience”)
g sase sl [ 5 5l m gt 35a s ple g shall
Ay ypacil] Al g sl [ Bag e IS5 ) e Y 1 e
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Chapter 17

Legal Assent

A Al ) sl

1-Legal Assent
Definition: Promise to buy or sell courts will require parties to obey
Without assent, contract may be avoided/rescinded

Cancellation of contract due to lack of assent means party with power of
avoidance can require return of consideration given to other party; similarly,
party with rescission right must return consideration received from other

party

Major “obstacles” to legal assent: Mistake, misrepresentation, undue
influence, duress, and unconscionability
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2-Mistake
b
Definition: Erroneous beliefs regarding material facts of contract at time

agreement made

Unilateral Mistake: Mistake made by one contracting party; generally,
contract still binding

Mutual (Bilateral) Mistake: Mistake made by both parties; if mutual
mistake of material (significant) fact, either party can rescind contract
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3-Fraudulent or Negligent Misrepresentation

B Fraudulent Misrepresentation (Definition): Intentional, untruthful assertion

of material fact by contracting party; aggrieved party can rescind contract,
and sue for damages

Negligent Misrepresentation (Definition): Negligent, untruthful assertion of
material fact by contracting party; aggrieved party can rescind contract, and
sue for damages

Contrast with “innocent misrepresentation”, when party making false
assertion believes it to be true, and is not negligent in making false
assertion; although innocent misrepresentation permits misled party
to rescind contract, he/she cannot sue for damages

Courts permit contract rescission for fraudulent or negligent
misrepresentation, assuming:

False assertion
Intent to deceive, or negligence

Justifiable reliance on false assertion by innocent party
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4- Undue Influence
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B Definition: Persuasive efforts of dominant party, who uses special
relationship to interfere with other’s free choice of terms

B Any relationship involving one party’s unusual degree of trust in another can
give rise to undue influence
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5- Questions Affecting Determination of Undue Influence
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Did dominant party “rush” the other party to consent?
Did dominant party gain unjust enrichment from the contract?

Was non-dominant party isolated from other advisers at time of contract?

Is contract unreasonable, in that it overwhelmingly benefits dominant party?
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6-Duress

Definition: Occurs when one party threatens other with wrongful act unless assent
given

Duress is not legal assent, since coercion interferes with contracting party’s free will

For courts to rescind agreement, injured party must prove duress left no reasonable
alternatives to contractual agreement
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7-Situations Involving Duress
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One party threatens physical harm or extortion to gain consent to contract

One party threatens to file criminal lawsuit unless consent given to terms of
contract

One party threatens to file frivolous civil lawsuit unless consent given to terms of
contract

One party threatens the other’s economic interests (although in many jurisdictions,
recovery based on economic duress/pressure rarely granted
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8- Unconscionability

Definition: Occurs when one party has so much relative bargaining power
that he/she effectively dictates terms of contract, resulting in situation
where dominated party, in essence, lacks free will

Unconscionable contract is an “adhesion contract”, and cannot be basis for
avoiding contract
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Chapter 35

Forms of Business Organizations
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1- Major Forms of Business Organizations

B sole Proprietorship s AL
B General Partnership Lalall 481 0
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2- Sole Proprietorship
" Definition: Unincorporated business owned by one person
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3- Advantages and Disadvantages of Sole Proprietorship -
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Ease of creation (“start-up”) gl biay calia
Owner has total managerial control il
Owner retains profits el 31l / &5 ) gend Lpamdall 4 5 jusell
B Disadvantages sl s Rl eyl e iy o<l

Personal liability for all business debts/obligations
Funding limited to personal contributions and loans
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4- General Partnership 4<ls)) 4s) )
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Definition: Unincorporated business owned and operated by two or more

persons .
Jue ) 3l dbsall 228 o 3 ylass apal @y p5 S

Each partner has equal control of business

Each partner has unlimited, personal liability for business debts/obligations
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5- Advantages and Disadvantages of Partnership
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Ease of creation (“start-up”) il pall aad e Jganll 4y jlaill jilal)

Partnership income is partner income bl
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Business losses qualify for tax deduction K15 o A e 8] oIS 6 eSS 3l o ally s

Disadvantages

Personal liability for all business debts/obligations, including those
incurred by other partners on behalf of partnership
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6- Limited Partnership
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Definition: Unincorporated business with at least one general partner, and
one limited partner

General partner in limited partnership has managerial/operational control
over business

Limited partner’s liability limited to extent of his/her capital contributions

Limited partner has no managerial/operational control over business
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Definition: State-sanctioned business with legal identity separate and apart
from its owners (shareholders) MG sl )53 31 it (S S

Owners’ (shareholders’) liability limited to amount of investment in
corporation

Profits taxed as income to corporation, plus income to owners/shareholders
(“double-taxation”)

“S” Corporation can avoid double-taxation
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8- Advantages and Disadvantages of Corporation ped]
Advantages e
Limited liability for shareholders " Line Ay "

Ease of raising capital by issuing (selling) stock s, Ll amataa, olay) b 4l el jay)
Disadvantages ——

“Double-taxation”

Formalities required in establishing and maintaining corporate

existence

s
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O- «g” Corporation

Definition: Business organization formed under federal tax law that is
considered corporation, yet taxed like a partnership
Formed under federal law
No more than seventy-five shareholders
Shareholders must report income on their personal income tax forms
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10-Limited Liability Company (LLC)

Definition: Business organization with limited liability of a corporation, yet

taxed like partnership

Formed under state law

Owners of LLC (“members”) pay personal income taxes on shares they

report S 5l e A el e i) s S (0 52 s il um 3 Jla Y1 ki 2y o

No limitation on number of owners permitted in LLC A 1 0 i s
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11- Specialized Forms of Business Organizations
Cooperative—Organization formed by individuals to market products
Joint stock company—Partnership agreement in which company members
hold transferable shares, while all company goods are held in names of
partners
Business Trust—Business organization governed by group of trustees, who
operate trust for beneficiaries
Syndicate—Investment group that forms for purpose of financing specific
large project
Joint Venture—Relationship between two or more persons/corporations
created for specific business undertaking
Franchise—Agreement between “franchisor” (owner of trade
name/trademark) and “franchisee” (person who, by specific terms of
agreement, sells goods/services under trade name/trademark)
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12-Advantages and Disadvantages of Franchise (To Franchisee)

Ul
B Advantages i
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Assistance from franchisor in starting franchise
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Trade name/trademark recognition Sie¥! ey

Franchisor advertising el
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B Disadvantages
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Must meet contractual requirements, or possibly lose franchise

Little/no creative control over business
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13- Advantages and Disadvantages of Franchise

(To Franchisor)
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Low risk in starting franchise i
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Increased income from franchises
B Disadvantages
Little control (except contractually) over individual franchise

Can become liable for franchise, if franchisor exerts too much control
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14- Types of Franchises
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B “Chain-Style” Business Operation

Franchisor helps franchisee establish a business (using franchisor’s
business name, and franchisor’s standard “methods and practices”)

B Distributorship

Franchisor licenses franchisee to sell franchisor’s product in specific

area

B Manufacturing Arrangement

Franchisor provides franchisee with technical knowledge to

manufacture franchisor’s product
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15- Top Ten Global Franchises (2009)
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McDonald’s BELTES
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Sonic Drive In Restaurants .
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Intercontinental Hotels Group
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Ace Hardware Corp.
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Pizza Hut
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UPS Store
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Papa John’s International, Inc.



