Instructor Guide

INSTITUTION: 		Linn Benton Community College

COURSE TITLE:		Business Law	

COURSE NUMBER: 	BA 226 – Credit Unit 2 (3 Modules)		 

TEXTBOOK: 		The Legal and Ethical Environment of Business by Saylor Foundation; Business Law and the Legal Environment by Saylor Foundation	

	CONTENT:
	INSTRUCTOR NOTES:

	Credit Unit 2 Introduction
	Welcome to Credit Unit 2!  This Credit Unit we will be exploring Contracts, Property Law, and Intellectual Property.  Below is an outline to familiarize you with the content we will be going over in this Credit Unit.
CONTRACTS:
Contracts come in all shapes and sizes. You enter into a contract with a broker and seller when you purchase a house. Businesses enter into contracts with other businesses to set prices and solidify relationships.  If you want reliable work done on your house, you will have a contract with your contractor, hence the name. 
Contracts are legally-binding relationships. In most circumstances, a contract involves an agreement to deliver a product or service at a specified time on a specified date. Violating a contract can result in a lawsuit or some kind of settlement. While courts can be involved in this process, these situations can also be settled outside of the judicial system. Laws regarding contracts vary from state to state, so it is always important to know the contract law in your area. This Credit Unit will discuss contracts in great detail, but it will not cover everything. By the end of this Credit Unit, you should have a general familiarity with how most contracts are written and enforced.
PROPERTY LAW:
The idea of property usually strikes people as a fairly simple concept. However, the law recognizes that the interests in various types of property are often anything but simple and can sometimes result in highly complex problems. For example, if you sell your house to someone, what stays as part of the house and what can you take with you when you leave? Certainly you would have an automatic right to take your clothes, your furniture, and hanging photographs and artwork. But what about a favorite chandelier? How about a built-in island in the kitchen? Can you take the windows? The law recognizes two categories of property. There is real property, which is land and anything attached to it, such as a house and items attached to it. Alternatively, there is personal property, which is everything else. As you work through this Credit Unit, ask yourself about the circumstances when one item can be personal property in one situation and real property in another.
INTELLECTUAL PROPERTY:
How many people have the recipe for Coca-Cola? Probably only a few high-level executives within the company. The recipe gives Coca-Cola a distinctive taste that is known the world over. If the recipe became public knowledge, Coca-Cola might lose its advantage; therefore, this recipe is one of the most closely guarded trade secrets in the U.S.  
Trade secrets are one type of intellectual property, property that is not tangible, but has an owner. Most forms of intellectual property are protected by the government. When a famous author publishes a book, you can’t go and copy the text and publish it under your name. The author and publisher have a copyright on the text of the book. If you did try to copy the book, you would be sued quickly. In this Credit Unit, we will look at the ways in which intellectual property is leveraged in business and study firms that rely solely on licensing their intellectual property for income.
Credit Unit Outcomes:
· Explain the origins of the American legal system.
· Apply elements of law to specific individual and business scenarios.
· Understand the requirements for a valid contract and apply those requirements to specific contractual activities.
· Recognize the interconnectedness of the legal system to business, society, and the environment.
· Explain the impact of the uniform commercial code, UCC, on the business environment.



Module 1: 
	CONTENT:
	INSTRUCTOR NOTES:

	Module 1 Introduction: (CU2 M1) Contracts
	Contracts come in all shapes and sizes. You enter into a contract with a broker and seller when you purchase a house. Businesses enter into contracts with other businesses to set prices and solidify relationships. And if you want reliable work done on your house, you will have a contract with your contractor, hence the name. 
Contracts are legally-binding relationships. In most circumstances, a contract involves an agreement to deliver a product or service at a specified time on a specified date. Violating a contract can result in a lawsuit or some kind of settlement. While courts can be involved in this process, these situations can also be settled outside of the judicial system. Laws regarding contracts vary from state to state, so it is always important to know the contract law in your area. This Credit Unit will discuss contracts in great detail, but it will not cover everything. By the end of this Credit Unit, you should have a general familiarity with how most contracts are written and enforced.
Module Outcomes:
· Identify and discuss the essential elements of a valid contract.
· Explain unilateral and bilateral contracts, and identify examples of these types of contracts.
· Identify and describe situations in which a contract can fail.
· Summarize the remedies available for breach of contract.

	Reading: (CU2 M1) Bilateral Contracts/ Unilateral Contracts/ Contractual Terms
	Note the definition of a bilateral contract and make sure you can distinguish it from a unilateral contract. 

Read Chapter 6: Opening Section from The Legal and Ethical Environment of Business. 


	Self-check: (CU2 M1) Bilateral Contracts/ Unilateral Contracts/ Contractual Terms
	See Document: Self-check: CU2M1 Bilateral, Unilateral Contracts & Terms

	Reading: (CU2 m1) Negotiable Instruments
	Read the following articles: 
· Cornell University: Legal Information Institute’s Negotiable Instruments
· Read this brief overview of negotiable instruments. Article 3 of the Uniform Commercial Code (UCC).  
· Read this concise overview of the law of negotiable instruments. Again, note that in the United States negotiable instruments are governed by the UCC, Article 3. Ask yourself why strong laws related to negotiable instruments are so important in the modern business world. In addition, consider the important ways in which negotiable instruments as defined by Article 3 of the UCC differ from traditional contracts. Reference for Business: Encyclopedia of Business, 2nd ed. David P. Bianco’s Negotiable Instruments

	Self-check: (CU2 M1) Negotiable Instruments
	See Document: Self-check Negotiable Instruments

	Reading: (CU2 M1) Contract Formation: Offer and Acceptance	
	Note the importance of timing in determining when and whether an offer has been accepted. When an offer is made, a promise is made. However, an offer cannot be enforced until it is accepted. Oftentimes, there is a delay between the offer by one party and the acceptance by another. Ask yourself what happens if during that delay the person making the offer changes his or her mind? Also, note that what appears to be an offer may only be an “invitation to bargain” rather than an offer that can be accepted.
Make sure you understand that consideration is not the same as money or payment. By saying that a contract requires consideration, the law is simply requiring that a party give up something to which it is otherwise entitled.
Simply put, in general the law of contracts requires that there be a meeting of the minds between parties to a contract. This relates closely to the discussion of offer and acceptance. Keep in mind that for a contract to be valid, the mutual assent discussed in relation to offer and acceptance means that the parties must appear to be agreeing to the same thing.

Read Chapter 6: Section 6.1: Formation from The Legal and Ethical Environment of Business.


	Reading: (CU2 M1) Contract Formulation: Legal Capacity
	The following reading will supplement the reading in The Legal and Ethical Environment of Business text that addresses the issue of legal capacity to contract. 

Read Chapter 10: Section 4: Capacity from The Legal and Ethical Environment of Business.


	Self-check: (CU2 M1) C-F
	See Document: Self-check: CU2M1 C-F

	Reading: (CU2 M1) Contract Formulation: Formalities
	Read The Saylor Foundation’s article on the formalities of a contract. Note that while the most basic contracts require few or no formalities, in certain situations formalities must be followed.

Read: The Saylor Foundation’s “Formalities of a Contract”


	Reading: (CU2 M1) Breach Contract
	Once a contract is formed and the parties are bound by the contract, they generally have a legal obligation to perform according to the terms of the contract. Be sure you understand when the performance required is only substantial versus strict performance. Also, note the distinction between the prevalent “reasonable person” standard and the less common contractual standard of personal satisfaction. While one party's breach of a contract may result in damages, the party may have defenses against the claim. You should be aware of these defenses. Lastly, it is important to be aware of the remedies available for a party that is the victim of a breach.

Read Chapter 6: Section 2: Performance and Discharge, Breach, Defenses, Equitable Remedies from The Legal and Ethical Environment of Business.


	Video: (CU2 M1) Breach of Contract
	Watch this Video that will continue to discuss Breach of Contract. 

Review Video: Breach of Contract
See Document: Breach of Contract Transcript


	Reading: (CU2 M1) Unenforceable Contracts
	The Saylor Foundation's article on unenforceable contracts. Unlike void or voidable contracts, unenforceable contracts are valid on their face but will not be enforced by a court.

Read: The Saylor Foundation’s Unenforceable Contracts


	Video: (CU2 M1) Oral Contracts
	Watch this Video to gain a greater understanding of Oral Contracts. 

Review Video: Oral Contracts
See Document: Oral Contracts Transcript


	Self-check: (CU2 M1) Performance and Discharge, Breach, Defenses, Equitable Remedies
	See Document: Self-check: P&D, Breach, Defenses, ER

	Competency Assessment: (CU2 M1)
	In a three-page Microsoft Word Docx or rtf file format document, please respond to the following three situations.  Be thorough and complete in your responses.  Use references to support your position and cite them appropriately:
1. Has anyone ever broken a promise to you? Were those promises legally enforceable promises? Why or why not? Be sure to analyze the agreement by checking to see if all elements of contract formation were present. Remember to first determine whether the promise was one governed by the UCC or by common law.
2.  In international business, it is very common for parties entering into a contract not to read or speak the same language. If someone sought to enter into a contract with you, but that party could not read the language in which your contract was written, should you enter into that contract with that person? How can this problem be overcome so that both parties can form a legally binding contract with each other?
3. Ivar, an infant, bought a used car, not a necessity, for $9,500. The seller took advantage of Ivar’s infancy because the car was really worth only $5,500. Can Ivar keep the car but disclaim liability for the $4,000 difference?
Your response should be typed, double-spaced in standard-sized document (8.5" x 11") with 1" margins on all sides. You should use a clear font that is highly readable. APA recommends using 12 pt. Times New Roman font. Citations should be in APA format.




Module 2: 
	CONTENT:
	INSTRUCTOR NOTES:

	Module 2 Introduction: (CU2 M2) Property Law
	The idea of property usually strikes people as a fairly simple concept. However, the law recognizes that the interests in various types of property are often anything but simple and can sometimes result in highly complex problems. For example, if you sell your house to someone, what stays as part of the house and what can you take with you when you leave? Certainly you would have an automatic right to take your clothes, your furniture, and hanging photographs and artwork. But what about a favorite chandelier? How about a built-in island in the kitchen? Can you take the windows? The law recognizes two categories of property. There is real property, which is land and anything attached to it, such as a house and items attached to it. Alternatively, there is personal property, which is everything else. As you work through this unit, ask yourself when it is possible that one item can be personal property in one situation and real property in another.
Module Outcomes:
· Distinguish between real and personal property, and identify examples of each.
· Define tangible and intangible personal property, distinguish between both types of property, and identify examples of each.
· Identify the various interests in real property.
· Describe how title in and possession of property may or may not pass.

	Reading: (CU2 M2) Personal Property
	 Books, cars, shares of stock, and accounts receivable are all personal property. Ask yourself how these things are the same. How are they different? Note also that some items that are personal property can be considered real property under certain circumstances. What are these circumstances? We all know that property can be transferred. Make sure you understand the various ways that ownership of personal property can be transferred. The text box entitled “Hyperlink: Finders Keepers?” and the associated links will help you understand these concepts. It is also important to know what legal rights and obligations are at stake when possession rather than ownership in personal property is transferred. 

Read Chapter 8: Section 1: Personal Property from The Legal and Ethical Environment of Business.


	Self-check: (CU2 M2) Personal Property
	See Document: Self-check Personal Property

	Reading: (CU2 M2) Real Property
	 You have just learned about personal property. Recall from earlier reading what distinguishes real property from personal property. Real property includes land and everything “attached” to the land. This concept is critical to whether we apply concepts related to personal property or to real property. Note also the unique requirements involved in the transfer of ownership of real property and the various ways in which such a transfer can be evidenced. Become familiar with the concept of “adverse possession.” Does adverse possession seem fair to you? When might it be fair, and when might it be unfair? Familiarize yourself with the various interests and duties that may go with the ownership of real property. Also, be aware of the scope of interests in real property. Lastly, as with personal property, possession of real property may be transferred without transferring ownership. Make sure you are informed about the various possessory interests in real estate.

Read Chapter 8: Section 2: Real Property from The Legal and Ethical Environment of Business. 


	Self-check: (CU2 M2) Real Property
	See Document: Self-check Real Property


	Competency Assessment: (CU2 M2)
	In a three-page Microsoft Word Docx or rtf file format document, please respond to the following three situations.  Be thorough and complete in your responses.  Use references to support your position and cite them appropriately:
1. Would you be willing to pay real money for non-real property in a virtual world like Second Life? Why or why not? What are people buying when they buy virtual real property? How does this differ from buying actual real property, like land?
2. If you found a prototype of the next-generation iPhone lying on a bar stool, what would you have done with it? What would be the consequences of your chosen action?
3. Do you agree that a land’s value is only its profits? If not, what makes land valuable? Does it have an “inherent” value, which has nothing to do with human profit?
Your response should be typed, double-spaced in standard-sized document (8.5" x 11") with 1" margins on all sides. You should use a clear font that is highly readable. APA recommends using 12 pt. Times New Roman font. Citations should be in APA format.




Module 3: 
	CONTENT:
	INSTRUCTOR NOTES:

	Module 3 Introduction: (CU2 M3) Intellectual Property
	How many people have the recipe for Coca-Cola? Probably only a few high-level executives within the company. The recipe gives Coca-Cola a distinctive taste that is known the world over. If the recipe became public knowledge, Coca-Cola might lose its advantage; therefore, this recipe is one of the most closely guarded trade secrets in the US. Trade secrets are one type of intellectual property, property that is not tangible, but has an owner. Most forms of intellectual property are protected by the government. When a famous author publishes a book, you can’t go and copy the text and publish it under your name. The author and publisher have a copyright on the text of the book. If you did try to copy the book, you would be sued quickly. In this unit, we will look at the ways in which intellectual property is leveraged in business and study firms that rely solely on licensing their intellectual property for income.
Module Outcomes:
· Identify the requirements to hold a valid trademark, and determine what can and cannot be trademarked.
· Identify the requirements to hold a valid patent, and apply this knowledge to determine what can or cannot be patented.
· Define copyright, and determine when a copyright has been or has not been violated.
· Identify and describe the body of law that protects trade secrets, and apply this knowledge to determine situations in which trade secrets will or will not be protected.
· Analyze the impact of the digital era on intellectual property rights.

	Reading: (CU2 M3) Trademarks
	Trademark laws allow companies to secure a claim to a specific identifying item, such as a name or design. Think of trademarked items you might be familiar with: those used by international restaurant chains, software companies, and mobile phone manufacturers. Trademarks set a company apart from similar companies and allow consumers of the company's products and services to readily identify the company. The government of the United States has adopted a specific regimen of laws to protect trademarks. As you read, note the many identifying categories that can be trademarked, including even the shape of a bottle. Be aware, too, of what cannot be trademarked under U.S. law. Lastly, be aware of what remedies are available for infringement or dilution of a trademark and the defenses against these claims.
Read Chapter 9: Section 4: Trademarks from The Legal and Ethical Environment of Business. 


	Self-check: (CU2 M3) Trademarks
	See Document: Self-check Trademarks

	Reading: (CU2 M3) Patents
	Patent law is an increasingly complex area of the law filled with conflict and controversy. It creates a property right of the design of useful new inventions for a certain period, after which the patent expires. Be sure to take note of the three types of patents. Note also the kinds of things that cannot be patented. The section includes an interesting exploration of the ability to patent a living thing. Note the remedies available to patent holders when patents are infringed upon and the emergence of patent holding companies, or patent trolls, which derive revenue solely from suing for patent infringement.

Read Chapter 9: Section 2: Patents from The Legal and Ethical Environment Business. 


	Self-check: (CU2 M3) Patents
	See Document: Self-check Patents

	Reading: (CU2 M3) Trade Secrets
	Copyright is another area of intellectual property law that has grown more controversial over the last twenty years, particularly with the rise of the World Wide Web. The Web has astronomically increased the availability of original written and creative material to the general public. For some, this easy access can cause confusion, creating the assumption that such material can be used by any person for any reason. Others have intentionally sought to bypass the protections available to such material. Some see the copyright protections available to creative work to be excessively restrictive. Through various efforts, they attempt to promote the availability of creative works through open copyright licenses. In this section, familiarize yourself with the protections that U.S. law provides to copyright holders. Note also how digital copyright licenses can further restrict the use of digital media. As always, pay attention to the remedies for copyright infringement and the defenses to such a claim. 
Trade secret laws generally protect businesses that wish to maintain the confidentiality of such things as formulas, processes, or client lists because of the important economic value these things provide. Unlike trademark, patent, or copyright law, trade secret laws in the United States are dealt with in state, not federal, legislation. Be aware of both the civil and criminal penalties that go with stealing a trade secret, as well as potential defenses against such claims. 

Read Chapter 9: Section 5: Copyrights and Section 3: Trade Secrets from The Legal and Ethical Environment of Business.


	Self-check: (CU2 M3) Trade Secrets
	See Document: Self-check Trade Secrets


	Reading: (CU2 M3) Intellectual Property and the Internet: DMCA
	This article discusses the Digital Millennium Copyright Act, a 1998 law that addresses copyright infringement and access controls to copyrighted materials given recent digital and other technological innovations.

Read: Intellectual Property and the Internet/ DMCA 


	Reading: (CU2 M3) Intellectual Property and the Internet: PRO-IP Act
	Read this article, which discusses PRO-IP Act, a 2008 law that provided further civil and criminal penalties for trademark, patent, and copyright infringement. While it reflects government concerns regarding international enforcement of intellectual property laws, a significant part of the PRO-IP Act deals with issues related to file sharing. As a result, it was another step in government efforts to protect intellectual property rights subject to infringement through the Internet.

Read: Intellectual Property and the Internet: PRO-IP Act


	Reading: (CU2 M3) Intellectual Property and the Internet: Online Copyright Infringement Liability Limitation Act
	Read this article, which discusses the Online Copyright Infringement Liability Limitation Act, a portion of the Digital Millennium Copyright Act of 1998. This portion of the law deals specifically with providing limitation of liability for online service providers that immediately take down content if someone alleges a copyright infringement. It also reflects the challenges to intellectual property rights inherent in the dissemination of information over the Internet.

Read: Intellectual Property and the Internet: Online Copyright Infringement Liability Limitation Act


	Self-check: (CU2 M3) Intellectual Property and the Internet
	See Document: Self-check Intellectual Property and the Internet

	Competency Assessment: (CU2 M3)
	In a three-page Microsoft Word Docx or rtf file format document, please respond to the following three situations.  Be thorough and complete in your responses.  Use references to support your position and cite them appropriately:
1. Go to the U.S. Patent and Trademark Office. Search the trademark database for the phrase “Let’s Roll.” Do you think that companies should be able to trademark phrases? Can you find other examples? 

See: US Patent and Trademark Office

2.  “Netbook” is an example of a term the USPTO recently rejected as being generic, even though it was at one point a registered trademark. Can you think of other recent examples of genericized trademarks?
3.Do you think there is any difference between downloading a song on a peer-to-peer network versus walking into a store and putting a CD into your jacket and walking out without paying for it? What are those differences? Should the law treat those two acts differently?
Your response should be typed, double-spaced in standard-sized document (8.5" x 11") with 1" margins on all sides. You should use a clear font that is highly readable. APA recommends using 12 pt. Times New Roman font. Citations should be in APA format.

	BA 226 Credit Unit Assessment: CU2
	See Document: CUA CU2 Question Bank
See Document: CUA CU2 Essay Questions
[bookmark: _GoBack]See Document: CUA CU2 Essay Rubric
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