Q’A\CCA Paper F4 (GLO)
A Corporate and Business Law

For exams in 2012

QT theexpgroup.com




&
€xp ExPress Notes
ACCA F4 (GLO) Corporate and Business Law

Contents

About ExPress Notes 3
1. Different Legal Systems 7 C)O
2. International Organisations 11 .
3. International Commercial Arbitration 16
4. Contracts for International Sale of Goods

5. Agency K

6. Partnerships Q 27 \
7. Company Formation and Financin 30 @

8. Company Administration ﬁ
9. Company Liquidation @ 0\
10. Fraudulent Behgyi @ 52
L 4 \ &

Pa e I 2 © 2012 The ExP Group. Individuals may reproduce this material if it is for their own private study use only. Reproduction by any means for any
g other purpose is prohibited. These course materials are for educational purposes only and so are necessarily simplified and summarised. Always
obtain expert advice on any specific issue. Refer to our full terms and conditions of use. No liability for damage arising from use of these notes e eX p g ro u p . CO I I I

will be accepted by the ExP Group.



&
€xp ExPress Notes
ACCA F4 (GLO) Corporate and Business Law

START
About ExPress Notes

We are very pleased that you have downloaded a copy of our ExPress notes for t per.

We expect that you are keen to get on with the job in hand, so we will keep tiffe inff@@uction
brief.

First, we would like to draw your attention to the terms and conditio ge. Itsa
condition of printing these notes that you agree to the terms and_co of usage

These are available to view at www.theexpgroup.com. Esseny
get through their exams. If you are a student for the ACCK nd you are using these
INgL Wi

notes for yourself only, you will have no problems comp

our fair &j}licy.
You will however need to get our written permissiQgal % ce if you e these
notes as part of a training programme that you a @ wfQ.

9

WARNING! These notes are not designe or e ﬂ ¥ the syllabus!
They are designed to help you assimj nderstand \ important areas for the
exam as quickly as possible. If you from thes oy, you will not have covered
everything that is in the ACC d study guideNgQr this paper.

Components of an effective& stem @
On ExP classroom c@we’provi ep( h the following learning materials:

otes for that p
ommended ﬁe notes / essential text or the ExPedite classroom

published our own course notes for that paper

@ am kit for that paper.
ecommend a study text / complete text from one of the ACCA

. \r;raddition, we
icial publishers, but we do not necessarily give this as part of a classroom course,

0\6\ as we think that it can sometimes slow people down and reduce the time that they

Page | 3

are able to spend practising past questions.

ExP classroom course students will also have access to various online support materials,
including:

e The unique ExP & Me e-portal, which amongst other things allows “view again” of
the classroom course that was actually attended.
e ExPand, our online learning tool and questions and answers database
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eEXP
Everybody in the World has free access to ACCA’s own database of past exam questions,
answers, syllabus, study guide and examiner's commentaries on past sittings. This can be

an invaluable resource. You can find links to the most useful pages of the ACCA database
that are relevant to your study on ExPand at www.theexpgroup.com.
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How to get the most from these ExPress notes

For people on a classroom course, this is how we recommend that you use t
learning materials that we provide. This depends where you are in terms of r gkam

preparation for each paper.

h

Q

L 4
Your stage in | These ExPress ExP ExP ACCA online
study for notes recommended recorgige past exams
each paper course notes, or exa @
ExPedite notes
Prior to Skim through Don’t use yet 'T use yet e a quick
study, e.g. the ExPress notes look at the two

deciding which
optional papers
to take

to get a feel for
what'’s in the
syllabus, the
“size” of the paper
and how much it
appeals to you.

At the start of
the learning
phase

Work throyg
each chapte
the ExPress no

't try to feel

get an idea
what you are
about to study.

Don’t make any
annotations on
the ExPress notes
at this stage.

that you hav &
underst O
everythi

eff§and each
asonably
well, but also make

are

sure that you can
recall key
definitions,
concepts,
approaches to exam
questions,
mnemonics, etc.

N\

most recent real
ACCA exam
papers to get a
feel for
examiner’s style.

body passes an
exam by what they
have studied — we
pass exams by
being efficient in
being able to prove
what we know. In
other words, you
need to have
effectively input the
knowledge and be
effective in the
output of what you
know. Exam
practice is key to
this.

Try to do at least
one past exam
question on the
learning phase for

each major chapter.

Don’t use at
this stage.
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Your stage in
study for each

paper

These ExPress
notes

ExP
recommended
course notes, or
ExPedite notes

ExP
recommended
exam kit

ACCA online
past exams

Practice phase

Work through
the ExPress notes
again, this time
annotating to
explain bits that
you think are easy
and be brave
enough to cross
out the bits that
you are confident
you'll remember
without reviewing
them.

Avoid reading
through your
notes again. Try
to focus on doing
past exam
questions first and
then go back to
your course notes/
ExPress notes if
there’s something
in an answer that
you don't
understand.

This is your most
important tool
at this stage. You
should aim to
have worked
through and
understood at
least two or
guestions,on
major

h

. Don’t be
Bted to fall

i ‘passives
revision at %
stag@ye.g.

0

redji tes or
lisggn CDs).
as vision
0 be a
aste of time.

Download glie

two mgs en
real
0 ESHiC d

aANgBwWerp.

Regd through the
echnical

rticles written

y the examiner.

Read through the
two most recent

through

me other older
ones. Try to see if
there are any
recurring
criticisms he or
she makes. You
must avoid these!

The night
before the real
exam

Read thr&s the@
0

u
the Ex ess’
not I

specifi

omust
% at your
cotMse notes. Give

understand. It's

i up on any areas
likely tq for0 that you still don't

Don’t touch it!

Do a final review
of the two most
recent
examiner’s
reports for the
paper you will be
taking tomorrow.

P too late now.
t oor of | Read quickly Avoid looking at Leave at home. Leave at home.
ejexam room through the full them in detall,
ore you go set of ExPress especially if the
n. notes, focusing on | notes are very big.

areas you've
highlighted, key
workings,
approaches to
exam questions,
etc.

It will scare you.
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Our ExPress notes fit into our portfolio of materials as follows:

exXpress ‘ expedite expe

Notes Notes Note
Provide a base Provide a Provi e
understanding of comprehensive coverage
the most important coverage of the o> ticm&ar technical
areas of the syllabus and @ nd are used
syllabus only. accompany our a@=Bur Professional
face to face eWelopment and
professional exam Executive
courses Programmes
To maximise your chances of success in the exam juig end you
S itional rces to help

www.theexpgroup.com where you will be able td @
you in your studies. +

START

About The@oup
Born with a desire to |éading supph@usmess training services, the ExP Group
delivers courses t efher one p ent centres or onsite at a variety of
locations aroun world. Our clie age from multinational household corporate

names, thro al‘companie individuals furthering themselves through studying for
us professio s or professional development courses.

&\

&s¥;ell as courses for d other professional qualifications, our portfolio of
e covers all areas of financial training ranging from introductory financial awareness
s for non financial staff to high level corporate finance and banking courses for senior

Our expert team has worked with many different audiences around the world ranging from
graduate recruits through to senior board level positions.

Full details about us can be found at www.theexpgroup.com and for any specific enquiries
please contact us at info@theexpgroup.com.
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Chapter 1

Different Legal Systems

years
S Prophet associated CRIMIN
France requirmg precedent i

=
Muhammad COMMON g
perhaps g =
Se r“lm:;":l‘llmrrl QUESIIDH hlnll: h g E
laws Statutory duestions :é'mjudgefi; £ 2T
contrast€as€. oo I >= 7
earlier ¢ applicable E T S seconday
brought : Offences &= P I 3 - & S
S Jud|C|aI zalso Sharia d '0% “E
nstitution tradition R
CcoO dd T ian 2
Slgnlﬂcant - wve basedKNO 2
M E common =
G E >\ essenttally
Lm" 5 "9 axaminer
=g

created Action L Il ‘ ritt’% rces
count
tend

START
The Big i
Exam questions j is awea tend to& e pure knowledge type often requiring a
compare and type appr ough you are doing the global variant of the
paper, it i ap® worth bearirM@jn mind that your examiner is also the examiner for the
UK vari of co @ K based. In the past, therefore, more marks have
d to be¥allocated t etails.

6 e main systems which you need to be aware of are:

\\

1. Common Law eg. UK
2. Civil Law eg. France
3. Sharia Law eg. Iran

Over the years, a popular question area has been to consider the role of judges under the
different legal systems, sometimes working into the question the concept of judicial
precedence.
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Questions have also appeared occasionally requiring you to contrast legal proceedings under
criminal law as opposed to civil law, where UK is taken as the example.

KEY KNOWLEDGE

CRIMINAL LAW V CIVIL LAW O
Under UK law the key differences are summarised in the table below. 0

2
CRIMINAL IVIL

Action brought by Crown Prosecution Service
Action brought against Accused Xn
Burden of proof required Beyond reasonable gdoB Pro0&bilities
Determination of Minor offences ) rare instances
guilt/liability Serious o e
Sentence/award determined | Min '
by ' ences = J&
Case described as ina v Jones Smith v Jones

NI
WLED&S
CIALP EDENCE
This js pri ily associa&@)mmon law systems and explains why in such systems

are said to create /% as well as applying and interpreting the laws created by the

tive body.
<
icial precedent brings a highly desirable consistency to the hearing of cases, in that
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provided the circumstances of a later case are essentially the same as an earlier one, the
decision will be the same.

Before applying an earlier case as a precedent, it will be necessary to have a positive
response to the following questions:

e Was it based on a proposition of law?
e Was it part of the ratio decidendi?

© 2012 The ExP Group. Individuals may reproduce this material if it is for their own private study use only. Reproduction by any means for any

other purpose is prohibited. These course materials are for educational purposes only and so are necessarily simplified and summarised. Always
obtain expert advice on any specific issue. Refer to our full terms and conditions of use. No liability for damage arising from use of these notes e eX p g ro u p . CO I I l

will be accepted by the ExP Group.



&
€xp ExPress Notes
ACCA F4 (GLO) Corporate and Business Law

o Were the material facts of the case the same?
e Was the decision made in a court of equal or (more commonly) superior status?

KEY KNOWLEDGE

COMMON LAW O

Primarily associated with UK, but because of England’s historical influence alsQe found
in many other countries, most notably perhaps in USA. L 4

Significant sources of law currently in UK are:

e Common law and equity which stem from the recor e law over many
hundreds of years

e Statutory law which results from the passing OQ Parliament \

e EU law applicable to UK as a member stat

In countries such as USA there are procedures ial review t re that no laws are
passed which would be in breach of that riten tutlo not applicable in UK
as no written constitution).

In UK there are various presumptlo Iatlon to s@W and guides and rules as to

its interpretation that you s iliar with.

LEDK&@
Main copt ith UK syste civil law systems tend to use codification by means of
IeWn rder to t& nderstanding and certainty to the law. Countries adopting

aw approach most n ally have a written constitution.

@cam sources of law currently in France are:
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e Constitution

e  Statutory law

e Administrative Regulations
e EU law

In civil law systems, the role of judges is to apply the law and so there is much less
guidance on interpretation of statutes and there is no formalised system of judicial
precedent.
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KEY KNOWLEDGE
SHARIA LAW

Major contrast with common and civil law systems, which are essentially secular, | t
that Sharia law is specifically related to and founded upon the Islamic religionc)

The main sources of law are:

*
1. The Quran which is a record of the divine revelations of Allaljt rophet

Muhammad
2. The Sunnah which is derived from the sayings of the FQ

Under the traditions of Sharia law, judges are usually clerﬁ )

Secondary sources of law, known as Madhab, are bas@e works o®xlrists in the

years immediately after the death of the Prophe

Like many Muslim countries, Iran has a writ tion vgich up%s the traditions of

Sharia law. @ \

The role of judges is apply the law ere interp n fyrequired this must be in
accordance with strict and fai Islamic tra

N Q
D @
9

N

© 2012 The ExP Group. Individuals may reproduce this material if it is for their own private study use only. Reproduction by any means for any

other purpose is prohibited. These course materials are for educational purposes only and so are necessarily simplified and summarised. Always
obtain expert advice on any specific issue. Refer to our full terms and conditions of use. No liability for damage arising from use of these notes e eX p g ro u p . CO I I I

will be accepted by the ExP Group.



&
€xp ExPress Notes
ACCA F4 (GLO) Corporate and Business Law
Chapter 2

International Organisations

©
Coods 53 > & e sEgs 99 O
[olr“v:e?‘rjtslgns §?§ : WTO Eg %E_ E;mwIégécé'%trggfﬁ'le"tssmdies 0
|nc|udECOu rts States @gggMade pro;j_uqno&QL%Wlmpiocrtan

0'”'“' N u ro eans“msc orqamsm.o.,usmmwaorl
Law CommissiShj¢ Fyk

Arb|tr'1r|rm CoE ased General Ecomomic

Internatio,

TS capi ‘establlshedmem ber—

membership Agreement ' Treaty LTl
fome World | WOrk  process S

__IusUu:I_‘
O
O
m

[IOnS

hu

START
The Big Pictur Q) s\

Questions in this area tegd t urely of t dge type. You are usually asked to
explain the role and ad sﬁf two or tEr rdanisations which are usually just indicated

what the stand for iner marking schemes suggest that marks will also be

It is importa eciate that‘ou castart the mark earning process simply by stating
fly disp e nowledge of the history and membership of the given

KEY KNOWLEDGE
The European Union (EU)

The EU as we now know it was established by the Treaty of Maastricht in 1993, continuing
on from the previous European Economic Community first established by the Treaty of
Rome in 1957.
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Currently the EU is an economic and political union with a membership of 27 sovereign
states.

EU has aimed to develop a single market by means of a standardised system of laws whic
apply to all member states and which are designed to provide freedom of movement o

goods, services, people and capital.
Important institutions of the EU include: O
e European Commission 0

e European Court of Justice 'Y

e European Parliament 0
KEY KNOWLEDGE @

World Trade Organisation (\@

Replacing the General Agreement on Tariffs anl T set up in1 TO was established
by the Marrakesh Agreement in 1995.

95% of world trade.

The WTO is designed to su art liberalisegmgernational trade between participating
countries by providing a fram for both th%tiation and formalisation of

international trade agrge n'ro as well as resolution process designed to enforce

adherence to WTO, x
Co- operatlng 0 ith the IME,and orld Bank, the WTO also does much important

work in provi chnical a35| ce to developing countries.

.
KEY KNOWLEDGE
International Chamber of Commerce (ICC)

With its headquarters in Geneva, WT, y has 5?@ S representing in excess of

Based in Paris, the ICC was established in 1919 to “serve world business by promoting trade
and investment, open markets for goods and services, and the free flow of capital.”

With representation in 130 countries worldwide, the ICC has interests covering the vast
majority of private sector enterprises and frequently provides expert views to organisations
such as the UN and WTO as well as individual national governments.
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Amongst its most significant work has been the establishment of the ICC International Court
of Arbitration in 1923 and the development of ‘incoterms’.

Incoterms (international contract terms) are standard terms widely used in contracts for
international sale of goods and have often been the source of knowledge based questi in

their own right.

KEY KNOWLEDGE 0
The United Nations (UN) ¢

Begun in 1945 after the Second World War, currently almost ; Qpendent country in
the world is a member of the UN. Under its charter the m |ves of the UN are
facilitating co-operation in:

¢ International law
¢ International security
e Economic and social development
e Promotion of human rights and t irjenance ov\ eace
In relation to legal matters, importa of the @ seen as:
1. International Court ti
2. International Law C&
3. UN Commission IntefWational Tr@ NCITRAL)
@NOWL GE
Com on International Trade Law (UNCITRAL)

? in 1966 in order to promote the progressive harmonisation and unification of
ational trade law”.

resentatlves of 60 member states are elected to the Commission for a period of 6 years.
Iectlons are made by the UN General Assembly with the intention that the Commission
should be representative of the world’s different regions and economic and legal systems.

Important outcomes of the Commission’s work so far as our studies are concerned have
been the production of various Conventions and Model Laws.

Conventions include:
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e Convention on Contracts for the International Sale of Goods
e Convention on the Carriage of Goods by Sea
o Convention on International Bills of Exchange and International Promissory Notes

Model Laws include:

e Model Law on International Credit Transfers
e Model Law on Cross-border Insolvency

KEY KNOWLEDGE *
The Council of Europe (CoE) 0

Perhaps one of the most important things to note from an@int of view, is that the

¢ Model Law on International Commercial Arbitration O

CoE should NOT be confused with the EU.

Based in Strasbourg CoE was founded in 1949 an S most of@ean

continent, with 47 member states. a
The stated objectives of the CoE are “... tgagre cdmm mocra®ic and legal area

throughout the whole of the continent, iflg respect fq, amental values, human

rights, democracy and the rule of la

The CoE issues Convention h egally binding o adopted by member states and

also publishes recommendak ich act as ines for use by member states in the
io

development of their owE nat‘ laws. @
@NOWL GE
Internati stitute for the Unification of Private Law

(UNI

N\

. % in Rome, UNIDROIT was established in 1926 and currently has 63 member states

\systems.
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n from all parts of the world and representing a variety of political, economic and legal

UNIDROIT is an independent intergovernmental organisation whose stated purpose is “to
study needs and methods for modernising, harmonising and co-ordinating private and in
particular commercial law as between States and groups of States”.

Traditionally, UNIDROIT has tended to concentrate on production of conventions, but more
recently has shown a preference for production of:
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e General principles
e Legal guidance
e Model Laws

KEY KNOWLEDGE O

Others C)

In your studies some consideration should also be given to the followi *

e |CJ - International Court of Justice

e OECD - Organisation for Economic Co-operation and nt
e |CA — International Court of Arbitration
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Chapter 3

International Commercial Arbitration
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arties s

e ey oArbltratlon Ia_ | Snent

i egforcemelnt =
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‘3_5?“‘.33 activity o
experts bmit quali§c

possible nroceedings ik
Internatlonal obligations award?

earning COMMmercial aitem:

Big normaltherefore S
involved

START \
The Big Picture @e 5\0\

Whilst not necessarily prom&vquestion in xamination sitting, as one of the areas

where there is an UNCLTRQL Mgodel Law, i which has and can be expected to be

examined on a reg &
ommonly bee& pure knowledge type, but application questions

places

TART

mlh&r

variety

=1
©

Questions have

are not unhe
What is ation?

0
P y, it is an alter§ form of resolving disputes where an independent party
s a ruling which will be legally binding upon those parties who have agreed to submit

\ e arbitration process.

Page | 16

Why go to arbitration rather than the courts?

Amongst the advantages frequently claimed for the arbitration approach to dispute
resolution are:

e May be cheaper
e May be faster
e Less adversarial
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e Less formalised
e Greater variety of outcomes possible

KEY KNOWLEDGE
UNICITRAL Model Law on International Commerg

Arbitration 0

As you have probably realised only too well by now, F4 is a paper whicj ui@s you to do
a great deal of hard slog learning. After all the law is the law and yq
says or you don't. Spending time with your more detailed study te
essential if you are to be successful in this subject.

Key points to note in your studies are:

o Parties may basically agree whatever they wis tlon to an
agreement, but in the absence of agree el Law

o Whether arbitration is mternatlon { arties¥faces of business are
located or where obligations of ¢ re carrledx

e Arbitration is commer%@f it relates mal legal trading activity
I

e Generally speaking W says tha should not be involved in arbitration
proceedings
e Arbitration ent is req be in writing (3 possibilities)
e Unde | Law will be%bltrators (1 appointed by each party with these 2 then
3l'd

¢ Model law lays dow rounds and procedure for challenging an arbitrator basically

. 6\ on grounds of lack of independence and/or qualification
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Model Law provides various general rules in relation to the conduct of arbitral
proceedings specifically in relation to location, timing, language and use of experts
and court assistance

o Finally the Model Law gives direction on award enforcement and grounds for seeking
recourse against such award eg. incorrect composition of tribunal
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Contracts for International Sale of

Goods
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Contracts ﬁnaﬂonal Sale of Goods (CISG) and related topics
such as tr rtation (mclu Ty oterms) and payment in relation to such contracts are

ital p Studies.

? ilot Paper and all redexams to date there have always been at least 2 knowledge

. uestions and 1 application question drawn from these sections of the syllabus and you
Id anticipate this trend continuing.

You must learn and be prepared to give definitions of key terms. In relation to CISG you
must also learn and be prepared to apply your knowledge of the rights and obligations of

both buyers and sellers.
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You should note carefully that the Convention on CISG only applies to the sale of goods
(subject to certain exemptions) and does not apply to:

1. Supply of services
2. Contracts where buyer provides majority of materials so that in essence the maj
obligation of the seller is the provision of labour

A CISG is formed when there is proper acceptance of a valid offer. An offer sh e
confused with an invitation to treat, which is any other proposal which does rgt mget the
requirements of a valid offer as indicated below.

2

KEY KNOWLEDGE
Offer @

“An offer is a proposal for concluding a contract gge W one or

ecific persons

o

that is sufficiently definite and that indicates th pnST the o r bound by
acceptance.”
In this context, sufficiently definite mea it covers th OWiNg:

e (Goods @
o Quantity
e Price \

Offer, which does not ge& togbe in writin s effective when it reaches the offeree
and may be endedi lowing
e Withd

e Reyodwtl K
KEY KNOWLEDGE
Acceptance

Acceptance may be indicated by word or action and becomes effective once the offeror
becomes aware of it. Acceptance may be withdrawn but only if it reaches the offeror before
or at the same time as the acceptance would otherwise have been effective.

If offeree makes any amendments to offer then this is a counter-offer.
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Minor amendments can be effectively acceptance subject to the offeror’s right to reject
within a reasonable time.

Major amendments constitute a counter-offer which is effectively rejection of the original
offer.

KEY KNOWLEDGE OO

Incoterms
2

As referred to in an earlier section, incoterms are standard contragt t eveloped by the
ICC. The examiner has frequently set questions where you h i been asked to briefly
explain the significance of 2 or 3 incoterms.
The examiner has simply given an acronym, so you s ark earnin cess by simply
indicating correctly what the letters stand for. It iSg ore that v@ the
following and are able to briefly describe the f of t

o EXW = ex works

e FCA = free carrier (named ;@

o FAS = free alongside

e FOB = free on boa(n\

e CFR = cost and fgeight

e CIF =cost, in

e CPT = carr{
. CIP—c i

and insuranc
ered at fron

L]
o elivered x ed port of destination)
dellvereg duty paid)

. DU = delivery dufjunpaid

\ DP = delivered duty paid
0\6
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