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Introduction to Law

Scene at the Signing of the Constitution of the United States, by Howard Chandler Christy
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PREFACE

WHY IS IT THAT ALTHOUGH THE TWO OF US have been teaching Business Law for
a combined sixty years, we excitedly walk into each class? It is true that we both
love to teach, but our experience hardly seems the exception. Indeed, nearly every
Business Law professor we have ever met has the same experience.

Part of the answer might lie in the reaction students have to the course.
To be sure, there will always be a student here and there who doesn’t view a Legal
Environment of Business or a Business Organizations course as his or her favorite.
There are quite a few more who have doubts about the course until their first day.
Yer, by and large, students also find these courses to be among the most interest-
ing—and useful—they take. Students expect business law to be dull, uninspiring,
and, in short, boring. What we and many of our business law colleagues seek to
do, however, is to show that business law is about human drama. It is about yearn-
ing, emotion, and even revenge. It is, we believe, as fascinating as is the human
race itself. Seeing our students begin to sense that, and seeing student skepticism
transform into unexpected enthusiasm is, for want of a better word, fun.

The regulation of the business organization by law is America’s great
contribution to world jurisprudence. And, of course, as David Dudley Field
remarked in 1859, as Americans, law is our only sovereign. We have no monarchy,
we have no aristocracy, we have no established church. It is the law and the
Constitution which holds this republic together, and as Americans we do really
believe that ours should be a government of laws, not men (or women), and that
our conduct should be guided by a benevolent rule of law. For Americans then,
the study of law is not just the story of legal doctrine. It is history. It is philosophy.
It s analysis. It is critical thinking. It is communication. It is politics. It is ethics.
It is drama. It is even art. How could one not be excited about having the priv-
ilege to teach it?

[ aw touches on so many different parts of our lives that it is, after all, easy to
relate to any person’s—any student’s—daily experience. Students have seen, and
sometimes been, the careless driver. They’ve seen, and sometimes experienced,
discrimination. They have had contracts breached and they have wondered if they
are really bound to their promises, given their idiosyncratic circumstances. They
wonder about how to reign in giant corporations, unruly agents and misguided
principals, and they may have even wondered which of the myriad business forms
would best suit their entrepreneurial ideas.
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We have tried to construct a business law text which captures what we believe
to be the intrinsic interest and the immediacy of law. This book has been assembled
in a manner that allows the instructor to immerse students in the complex busi-
ness of business law a bit more fully than can be done in some good business law
textbooks that we do admire. We allow cases to run a little longer, believing that
in doing so, critical thinking can better emerge within the confines of the richness
of the case itself; so too can ethics. In photographs, notes, graphs, and questions,
we try also to connect the dots between the law and current events, art, history,
and politics.

The collaboration that produced this text is more than three decades long.
It dates back to a cold Chicago January day in 1981 when a young law student named
Tim Fort sat in Professor Presser’s American Legal History course at Northwestern
University School of Law, and on the second day of class found himself being grilled
on topics pertaining to England’s Sir Edward Coke and the relationship between
law and religion. (You will see that the same subject matter begins this textbook.)
Our relationship developed over the years, as Presser was one of Fort’s supervi-
sors during his work toward an unusual PhD in law, management, and theology.
We have continued to teach in both management and law schools, and have found this
opportunity to work as co-authors to be one of the true high points of our careers.

There are several people we would like to acknowledge. Jim Cahoy has been our
terrific editor at West Academic Publishing who has fostered this book and kept us
on task, always with grace, humor and enthusiasm. Carol Logie, the creative talent
who put this book together, has been fantastic, crafting something truly unusual for
a law text, an aesthetically superb book. We are grateful to both of them.

Professor Presser would like to thank his research assistants William O’Hara,
Andreas Havajias, and Tiffany Chu, all of whom, in the summer of 2013, drafted
large chunks of chapters, and all of whom served as valuable sounding boards for
the materials on agency, partnership, LLCs, and corporations. Professor Presser’s
longtime faculty assistant, Tim Jacobs, performed his usual invaluable services.

Professor Fort would like to thank his research assistants, Lauren Chan and
William LeBas at George Washington University School of Law and Jason Allen
at the Mauer School of Law at Indiana University. He would also like to recognize
four undergraduate students who, as an independent study, took up the challenge to
propose graphics, photos, and other art that might capture the attention of students:
Amna Bibi, Christopher Oman, Siddhi Salvi, and Danielle Stacey.

Our hope, in assembling these materials, is that those using them will help us,
in future editions, better to meet their needs. We welcome any and all suggestions
for improvement, and humbly take responsibility for any errors, omissions, or lapses
which inevitably creep into such a bold undertaking.

—Stephen B. Presser — Timothy L. Fort
Chicago, 1L Bloomington, IN



ABOUT THE AUTHORS

STEPHEN PRESSER is the Raoul Berger Professor of Legal History at Northwest-
ern University School of Law, and a Professor of Business Law at Northwestern’s
Kellogg School of Management, with an appointment in the Management and

Strategy Department. He is the co-author of a legal history case-
book, the author of a corporations casebook, and the author of a
treatise on the law of shareholder liability for corporate debts.

He is a graduate of Harvard College and Harvard Law School,
and has frequently been an invited witness before committees of the
U.S. Senate and House of Representatives on issues of constitutional
law. He has been teaching courses on business organizations to law
students and to management students for the last three decades.
A course he created for Kellogg, “Law and the Manager,” is one
of the most popular of Kellogg’s highly-ranked Executive Masters of

Business Administration program. He is the recipient of many teaching awards
from Kellogg and from the Law School, and has twice been a Fulbright Senior

Scholar at University College, London,

TIMOTHY FORT holds the Everleigh Chair in Business Ethics at the Kelley School
of Business at Indiana University. His primary research identity pertains to issues
of ethical corporate culture and the relationship between ethical business and

sustainable peace. He has authored five major research books pub-
lished by Oxford, Cambridge, Yale, and Stanford University Presses.
His Business, Integrity and Peace won the Best Book Award from
the Academy of Management’s Social Issues in Business Section.
He has also authored two textbooks in the field of business ethics.

Fort holds his PhD from Northwestern University, where
he also received his JD. His M.A. and B.A. are from the Univer-
sity of Notre Dame. He has received research awards from The
Academy of Management, the Society of Business Ethics, and
The Academy of Legal Studies of Business and has served on the edito-

rial board of The Academy of Management Review, Business Ethics Quarterly, and
The American Business Law Journal. He has also won teaching awards

and recognition at the Doctoral, Executive, and MBA levels.

vii



TABLE OF CONTENTS

PART | Introduction to Law

CHAPTER I: Constitutional Issues Relevant t Business

The Notion of “Limited Government”

............................................................ 3
A. Federalism 8 State POWEIS | wiivoiiserioniviinohoionsibinmsoonasoniiiiie ot 3
B. Sepavationiaf Bosvers) il il el 4
CJudicral Revew i di il vl b i ol L i 4
D ¥ndividual Righee 0 00 GGG R G L 5

Whe Billiaf Rephipell ol e il Lol el e o0 g I Ll 5
Federal Government POWeRS i o i By Gl il ! 7
A Coaminerce Power || il il e bl Gl G ol 7

Heart o Atlanta Motel o Unired States o il i G 7

Amazon.com, LLC v. New York State Dept. of Taxation and Finance... 14
B. Taxing and Spending Power ...l sl g i sl i

Sauth Dakotg vy Dole il i AL S R S 18
C. Natienal Security Power .00l e s B sl e 22

ke Steel Seszare XGase ol L et i el el it g ) ]
Business~Specific/Individual Rights .. 10 0 el e 2.5
A Praperty Rishes) o il gl sl il o ol b L e 25

Bewwgan o Eapker 0 G i 26
B. Commercial Speech & Other First Amendment Rights ..........c..ccocveni. 30

EVEODL v Alssne Rens A= Qap T Lol i il o e 31

ARTIGLE: Egual Evmbloyment o b i i i s b sabiscusbonsnasbnas 34

Nete Norle Tpeeeien TS ool T bk il i i 37

Byfedmtn v Rogers 00Nl i il sl e i e il 39
. 1DgeProcessi: il 1 et i el il LI e il L S G 43

State Farm Mutual Insurance Co. v. Campbell..........cccoveeciivinivinvisssussonss 46
D. Equal Protection Issues ........ mab el U RO S G S 48

EC.C. v. Beach Communications, Inc. ...cc...... L o R (R 49

Toyoseburo Kovematse v United States.... ol i i sl 53

Rieen i WeStefanol Ll i I i g ol Lird

NoT1Es AND COMMENTS




BUSINESS LAW: Table of Contents

CHAPTER 2: The Common Law System & Comparative Alternatives 63

I. The Common Law SYStem ...ttt e e caeerensenensensnenaens 64

NEate v P atin s e ste oy el 0 LR i o e e 65

FIOOA Ve KUBTL c.cneeeoneaenveeeieeeeiienessesteesneeiessssessesanensesassanasnsssasssnsnsestesesisnann 74

Butterworth v. National League of Professional Baseball Clubs ............. 75

Latorerice 1. CEY OF NBUINOTER ...l cctoss uisdlospiinionstss insssoudibioatemparasseomsShoes 79

Brown v. Board of Education of Topeka, Shawnee County, Kansas ....... 82

Il. Contemporary Comparative AIternatives .........cccceeivcieiciseveersieiesscinsninens 85

Case Société Chronopost v. Société Banchereau ..........ccoecevecicveereencnan. 87

INGTES AND COMMENTS yrzxetevesrenvisassansiaia s ssasesvsseshs st erinan e atans v sy damesdis 94

CHAPTER 3: Elements to a Trial 95

I. Jurisdiction and Long-Arm StatUfBS.......ccocevevrecrereiveiirirreireieensssersecseesesseens 96

A Jurisdiction ofithe COUTT .5 vt fisssmissietiriass iy it ssorsirsspsecridens 96

BoPersonal JIRsdCHon L e e e e 97

ST 7o o g TN o oo st S R S C R S D R e e 98
International Shoe Co. v. State of Washington,

Office of Unemployment Compensation and Payment ..............cccueen. 102

Worldwide Volkswagen Corp. 1. WOOASOM ....cererserivieeursssaeisesssnssesassassasaras 107

C. Jurisdiction Over the PIOPETtY .ol mrais s it 111

D. Subject Matter JUriSAiCtION ......covvvueiivrieriresieeiiuensiesissssesesseneessnssesssaseresass 112

Il Progass of alCivil anial e m-ts. v b R N e s 112

S SBIVICE 15 emsusssoaionsssss yssane oo meness s oAiis 5 20Ty 643 5708 AR ABSE NSRS 35 S E B SRRSO PR eSS 112

Services Proper Or ImBrOPer Lo i csiiiootin-soammin e oot oot Pegss it areetooiat 113

B Choice of IVemte b s mm i it gttt e braiistvesn sen st SR 0L gL 114

ClPleadings: .- ... 2k e 114

Gillespiep GoodNEar o s -0 R e e X e 115

D AnsWering (o O P laitite iy, s kb inhsa e ssinthislinsaHarenephSesthatsy dasisws il 118

STl COMDIAIRD oo s ixianassseism e asassiessian s smatsmeitins e R ey s feedeSnus o pess 119

J EE BT T0o 0 e e LT = 8 e O .. SUCRBIAH SO o, 0t o 121

E TERE T THAL e et S o 2 0 g e i o g R e ) e 122




Table of Contents

CHAPTER 4: Administrative Aspects 125
I 'Scope of RegUlatory ASONCIBS L. .. v ilas i sns sossiveissasbsnsnsisassnssaborss ensaassss 126
A.L.A. Schechter Poultry Corporation v. United SEates ..............ccevuruenns 128

West Coast Hotel Co. 1. PATPISH c......cccueeeaarccraracacsecesanscirecserearesssesnassasnesses 133

Il. Rulemaking, Lobbying and Capture......ccccoocoeiciiiiicicccceeeescicve e 138
ARTICLE: Regulatory Capture of the FCC—Time to Clean House............. 140
ARTICLE: Revolving Door Swings Freely In America’s Statehouses........... 144

Ill. Judicial Enforcement, Review, and SUits .......ccccocoiiiiiirinecveninesesisennens 148
A Due Process Issues Generally ... c . ciuawsiswsarssrsrismssinaesnsainsisssssss srasskoisanen 149
Mulonado Vi TTOUSEOUN, . cxevess S o e e Tetes 57 S e s s o i s 149

B. Standing and RIPEMESS .........ceeriiueeiririeiiaeinitinsisseess s ssssssssassesesssaesesaeses 157
Lujan v. Defenders of Wildlife .........ccecueceeeareneiceeiinaererecasaneiacvarsansses 159
National Park Hospitality Ass’n v. Department of Interior ................... 164

C. Exactly WHD (GErS) SUedds, Lt asarssadmstiotas b o0 daas socaihbirenispmssadest 166
GONZRLIED Vi ROID i isarsironsint smscasmsssassasinsasonssnmassavassans it sva st enpissmessiase svapanmads 166

IV. Congressional Control of Administrative AZENCIes .......ccevvvvvmvuevenensorennene 172
V. Presidential Control of Administrative AEencies .......cccoeeveeeveecceereenene 173
L O 03 4T (00T {0} (o R et o et O = 00 R 8 s . I e i 173
NOTES AND ATOMMENTS . .2ccvidh 5o vt Lt madidisiibecaxhaiBinSen it Sops odtmos e adg By aoad 175

Part 2: Essential Legal Concepts In Business 177
CHAPTER 5: Property Law 179
I. General Concepts and Classifications of Property Rights......ccc.ococvriinine 180
A. Tangible and Ftanpible & ol o rostvasmsrre i smsiihimsoeeanioi) museassyis 180

B. Roalantd\ PErsSomal: - .. toreessissirimmiorionsssssiesirom i b ranas saiet ses s romsscaseanae 180

C. Dhvided andWUindivided: . it i o o o st oo S s iyt 180

D. Limited or Unlimited as t0 TIME ........cccevierririieiirercmrereeiaessesseesnessaesessasansas 181

E. Five Kinds of Estates—Real PrOPerty .....c.ccouevevuevereneeenresinenseinesieessenaens 182

1. OWNErship VariationS......ccoeciiiieciiiiniiiiicieiereseinsasiseereeveessersesssbaesesnsensessansss 183
A Freehold Bstates: . s coristve ot e eohae e fe ries ey gt Bl by o iy 183
ARTICLE: Estate and Inberitance Taxes Force Sale of Chicago Cubs......... 186

B, Gonctrrent OWnership L. vt . Sich sttt s Fove i ot sohed bonis bisians disnonsisnnail® 187

Il Transfer Issues of Real ESTAte .......ccccocviiiinsiisininniiosesivimmisarssrsssisonssasioss 189

Baard .of Bauortion: 1. FIUGDES i vt et s s axiss reryromhred 192

X1



BUSINESS LAW: Table of Contents

AL AQVETrse POSSESSION .....coeiuicreieinreiencsasasiensesscsasassansessessssssassassonassssansansssases 194

15 Tkl ey 5 e b O, e m oo ber, . R O e 195

B Erinent IDOMAIN ::ozcistnsievisssseisisissiaiasnsssssssssses shasasshis snnstassasass i issssinsronsn 199
Kelo v. City of New London, CORRECHICUE .....cvisusssssssmsssssissosssiasssossnsss 200

(O O COIOSHTLS kn v oneneniilion fondsnseisnasonsncs b insssgoonsdnr e shna s BN ARAAL SR s s s vo f T 204

Il. Incorporeal Interests—Non POSSESSOMY ......ccocoveirerieiieiecererieceieeeesiseaane 205
Collins Trust v. Allamakee County Board of Supervisors....c.cuveuvssiussns 206
AshDy . MR e I e e iimms s ceni maeesvsonsyasemt 85 e nsmt amh o asasrass 210

IV: Restrictive | Covenants i@ ZONINE .. ...csevosceiirrnsssnsvismenmmertortarsas s s woranans 216
Renton v. Playtime Theatres, INC. ......ececineveniniseniaisrenasisssnesssessarassns 217
Willett v. Cerro Gordo County Bd. of AdjUStINENE......cccvuieiesvieisecsorirens 220
INOTES AND COMMENTS oroveastssnsissassapisvsiioinesssesssisonssssorsoonamaisasierinsimsssanyanres 223
CHAPTER 6: Intellectual Property 225
I, GENeral PrinCiPles ..o iieciieceeerieee et vessecnse s aeeeeaeens e basaseensesnsenenses 225
AL COPYTIEHIS S i B T s ot oty N e STy e P s A et o eR 225
Bridgeport Music v. Ditnension FilIns .........eeeoeisiensisessnssnsssessessensis 226
WMareis v RoIIeys b B L L AR 233
Campbell v. Acuff-R0se MUSIC, INC.....oevveeererarerirenessnissesannssrsssressssssssassessos 238

ALS Scan Ao, U S OIVITRE . ot vree o itadsn by orean s vedosuavA ATk oA Buva s aas daTias e oes 245
ACM Records, Inc. U0 INGDSTET <iviaisieriosssishossssesnssiossstastanadasmsasitssassasaiss 249

B Irademarks 8o R atentse . ciicictiss fosassrimsaprassires st i b s AV et 2585
Apple, Inc. v. Samsung Electronics CO., INC..uvervieeninsireerecerisnensensesenens 256

L.A. Gear v. Thom McAn Shoe CO. ..ccuveeceverireeercrecsireirerecrensersiassesensons 266
BOtomian 0 N OIS GG S 0L 1, b cisiisvonlosieiovathiastssdesn bransysias M T antoavs donaemanneisy 272
Christian Louboutin S.A. v. Yves Saint Laurent, INc....ccccvcveierisisenssones 277
Rescuecom Cotp: v-'Goagle;, TNC: i ssoisimsmmirissisaisuminsiiomsin 285
NOTES AND COMMENTS -<cr 1. vsissenenzsnsssasrsossssorobssngssesssirassssommiisasasshossrer arrssriany 292

CHAPTER 7: Contracts: Common Law Fundamentals and Concepts

I. General Concepts and Classifications of Contracts.........ccocverrrerirnenins 294
A. Parties to the Contract With Capacity..........ccocvreeaiearriaessansisrossssssassrasassens 295

1. Internal Impediments t0 CaAPACILY .....c..cccvveierrririrserereiasiessesssessissesaessenssnsas 295
Wadge v, BITHESOM e vrriios ontissassmssrsssiasamississsssrus st anrasmasma st ssovasnasastrass 296

15 B 2 e R U ] B Al e R s B R o S B i o8 298
IEloy i lordar e e e L e e e N 303

AR UL B (0T 0 e AR A OO, LA .. 10, N L o) 305

Williarisom V. MAEEDEUUS ..ccvccvveriassserisensesnsessisssasnsaninssssnssasasssasensnsnnassnessasssens 309




Table of Contents

2. External Impediments to Capacity
EChStoin 1. ECRSEEIN . ....cccovvsesiascrnsassssensasssssssanssassssessassnaranssssssensnssssssmsssassaven 314

B. Meeting of the Minds

................................................................................... 318
1: ExglictiGonteacteii ., ot LNt W L U, okl ol Lot et ) 318
2 T PHEA COTETACES - cxvishrstnenssasioninse ks snansnsansshons s iasmsakenTap RS s s mst od S At e 318
Andersonv. Douglas € Lotason 00: o usissmesisiemsinsesocissosssisissenss 319
3, NAtal Assent . e il i e i 324
Lefkowitz v. Great Minneapolis Surplius StOre ........ececeveeeccvevncecicenenenss 325
Steinberg v. Chicago Medical SchOOl .........ooevevcninienrsnicrcasianssesiarnassesssseons 327
SerRenta v TN 1oreiou s vessonia s aate el soeasnhomaiihuss sty st nsyadass s e oy 332
s ORISIAREATIONY = i5n oesevsismamiimssh s s snovesns sH4e we A Aok e e B ST eSS s v e dbas 335
1. General FramewWiil - i oo i e eensis s s miea it ot ssmismmatn atsisoninateeds 335
(o (o AT V. Vs C S e o A e o P e S S ey 336
2. Detrimental ReHANCe . oo et ess btemies e cas s ey R ek eve 5 s 340
I T S T o LR e S P S R S A R S 3 340
D. Legal Purpose and Public Policy CORSITAINES .........couevveersuressessmereasseserases 341
1. Prohibition Against Mlegal COmITaCES .. vmsticisciiismssinss mmarbisassssarrasiin 342
Jimerson v. Tetlin Native COTp. ...ccoueceeeiievennesiesssssessnessssssesasessssesessssen 342
2.; IPublic Polieyilssiestal et 0 v el b milen 0l b e sl o s B i e 344
Kennedy v. Metropolitan Life Ins. CO. ....ceererrerireinisisiessasisissosssessssesans 346
Market Access Intern, Inc. v. KMD Media, LLC ........cccccvsvueresvensessinesans 350
TR0 (gl (7 e e O e S RN o s S PR S 353
1. Stafate of Brands. .00 Lol o ml e L e i, 2, L 353
Avalla v Sottbridge i L L e e i 355
Parker it CrideriE OUITINIING, | oo i st oo i atrass eSS e S BTy 358
Webb Manufacturing Co. V. SIOff.....ccurwioiuiserssssnssassnssassosonesssassnssansasni 361
2. Patol' EvideneeRIIC - i s i roemvitvinsanayassiaios oo bsmkssssbssauansss svisomavsiin 364
ERDiarre VS CaBEal: ). . o oo ooyt ds S v in bt MR et s st o 365
8. Remedies:oi wLiza., oo han Sl A n s s o S e 368
i B T T e P SR S e el e S T e o 369
Certified Fire Protection, Inc. v. Precision Construction, IHC. .......cccconnn.. 370
Chicago Coliseurr v: DEIPISEY cosrsesimsvasssursemisessiinasarsasessssissessstvasansssassasans 374
Stillivar v D CORMOT < ivcirsorwseiisssoiohrassh i sisiasniaseiayrsvsas sasFiumsdezra fi e yomirats 380
b. Equitable Remedies.........cc.ccuvuieiuemcueriiinieiniierissesisesesesesesssessisssesnans 385
Florida Panthers Hockey Club, Ltd. v.
Miami Sports and Exhibition AUtBOPIEY........cocuierevmrorcciensesacniceessoninas 387
Wilkie v :AUte-Orwners TS, (C 01 v toserisircssonsirsassssiysigesstotysuossssisstelos 392

NOTES AND COMMENTS

Xiii



Xiv

BUSINESS LAW: Table of Contents

CHAPTER 8: Contracts: The Uniform Commercial Code

R [ 0 ol (T e o~ LA WOai L, S s e sttt L T 401

Brooks Cotton Company, Inc. v. Bradley FE. Williams .....cc.ccouveecereacenn... 402

| OO0 T (o 0 S e e 2 S S e N N, R e e ) 407

Cartamundi USA, Inc. v. Bunky's ENterprises, INc. ....cvcvuevinersveverenons 408

Orkal Industries, LLC v. Array Connector COrporation............vewns 413

HIWRifing s BT oW o, S W 2 ST o N TR, - LM 415

June G. Ashton Interiors v. Stark Carpet COrporation ... 415

A T L D ) e R RS SR e e Sl e R o, o T ok e e 421

V. IRemediotake lin o et el n e S LY o N T e g R o 421

Kabbalah Jeans, Inc. v. CN USA International COrp..........coceeurereirreneenues 422
MEMC Electronic Materials, Inc., et al. v.

BP Solar International, INC..........cocvconreeiiveiissieessiseressasssarsesssesinsssessssonsen 427

N OTES AN D N MENTS 310 ey dss i tneiasisesi e b e b snasnas VA Lo s am i Sha Ao Al 435

CHAPTER 9: Torts 437

VY J e T (o ol 0 S W el o O T oS ol Wl ol e e Bl D 438

A Ehe PrimaBaciel@ase:. sl ol o e e e e A Sl 438

Roadway Express, INC. V. PIDET......ucoueeeeeureccineiseneesiionssisssesiensnssssasnesesns 439

Etrtts 3PNDASHIR ORI 5 oo T e et e eas o e B e 441

LT, ntele e N 2 om s T N T ore, TR N S 444

Claxtorr g Atlartic RICHREIRIC0: St sessissrtidsmmeivassonsussassssass 445

Howland v Sears, ROEBUCE: € (B0 ciewinorwrromssirsasasensiasesmmssnsmistarnmarssvess 448

0] 1 0 L b 1A 7 R R S P e S ESR - col e - 450

RoberistERIg S T LIl L Lt o B oo R ) SRR 451

Andrews v. United AfrINes, INC........eueuuueueiiieeeecieeiieieeerinsasseseeerssssassnssnnss 453

(00772 T L | iy g o e ORIl e N BE A MR L, 7o vy e b 455

IS et W0 o B e N e e I e D e b e e 458

£ R EE LT {11 et e B B SRR S "SRl i R B e et e e 458

SEUDbS O IR Of B OCHESEET < xers seweiia dasistadvaigs inboniheosseiaas O e e e e A0 459

{2V T BT 1707 7 LR MR WA OO O WIRIR 1 ool P eom 461

2 W DET o I W B o SN SN AR Lo e B 462

Allstate Insurance G0, Ui MAZZOIA o.ieivsorsinsiasssondomusssissvasaadontanossanssesssnens 463

Seffert v Lios Angelos Transit LABES i v izuiinmiiossntorsaistms iostadnanasssvavanss 465

B: Twao Latin Wrnkles i e et i i dea bt he deees s ahabies 468

T Y Ty e e e P e P A Ll o 469




Table of Contents

T T 1 & e e e T e o M e SR Ll s 470
A Historical ABIECRAPIIE ...\ oo o s taanses et inesisn dirar s fes s i Eas e et o4 470
(@7 T QT Ty e A e Bop o ol B O a e SR o 470
Rosenbloott U HAaUour COTP. ;. v esieiossssireesisomssvasivsssss itaseiansosssiguorsasson 471

B. Contemporany EXamples: i o i avsssrssatsresonsstssssinshnarse s samasaizissscissiovons 473
VapidertoaterwlHateh s AR o o A e S 473

Cr Defenses o ai e s el e e N B L L 475

i intentienal T ogESENSATy Lric ey JEB o] IO 1 WL e e, L D 475
WHShRAISRY Ve LY . < ool s G i orscssessaeossiassssbsabusswsvressaissitinssnsvayusaessassh 476
V-V | VR O RS oaiee et IV R Dty e L et e B e 477
ARTICLE: Spider-Man Arrested fOr BAtfery.......voreveeeeesevesessesarssansens 477
Picard v. Barry Pontiac-BuicR, INC. .....u..covceerariinarivisunssasensosannssnasesannonns 478

B e DA e ety e lusaas e vaaaviaed oot othtvrnssvan bhnth ke rAEs S hn b i samtds tase 479
Martinw. Reyriolds| Metals (0. ives vrsivaiisioimbstsisrssaitosssssssysssasass es smassas 479

G Dlefamation o e e el svs et b e e B s 481
MilRovichv: Lorain Journal ot .. dutideisisisiad s talieisomsassissass 481

D. Intentional Infliction of Emotional Distress (ITED) ........ccccoveeiiiinnnnnnens 483
ARTICLE: Man Claims Emotional Distress Due to Bird Insults.................. 484

A T T A e e A e R S i, W GO LR 485
NOTES AND  COMMENTS . oevserissssssnsesssssstogmsnsosusstassssossssbpsssiiesiassisssinsosssrossers 486
CHAPTER 10: Products Liability 487
I. General Concepts and Classifications of Products Liability ................... 488
Wardav.: Makita Blec) Works Ll & i A scsbestshedhs soiiastasiasonanessssrasss 493

II. Contractual Theories of Product Liability........ccocoreeirevrneeeeerecrecicrecnnene 494
A EXPress WALLADEY ... ticetcesssconsssoresssasssoasassansnssoasasrisdsnsisnsheisessssopasashusisnasasnnss 494
Bayliner Marine Corpiive Cratl a s aiemis it it riid i tde: 495
Royal Indemnity Co. v. Tyco Fire Products, LP ...........ccccocicviviniercccnnennn. 499

B. Implied Warranty of Merchantability...........c..cccoocoiiiicioiinnininiinniinen 502

b4 7t TR @ et e AR S L LS ST TR AT 503
Crowe v, CarMax Auto Superstores, Trc. ........uscsssiosiisisasisnmssisesentss 506
Bevarad vl Ajass Mg o vt i e e e oo e bl ers s sasatans 508
Woodruff v. Clark County Farm Bureau Co-0p. ASSH c.ccvericiicrnruieievanes 510

C. Implied Warranty for Particular Purpose........c.ccoooiiemeineecnrincurcciniercnsenene 514
Matter of Clements and Van Wagnen Const. CO...ccuecunecirseneinseerssanaresssns 515

D WarratltF Of TEIIC .o s o aninsste siunsmsatoasbanin s sucs i dieabasasssbeasad s sssuscantsnbensads 517

L AtOS N1 THITICT - vcsmnevsesarsssasnsvasisraarannsnisersssnsnsinsisansadnnnsnossstian neovsoisnnarsuasnss ST

Xv



xvi

BUSINESS LAW: Table of Contents

. Mort Theories ot Product Liability. ... sl eyl bl 519
A Neodigenoe ol sy latico v B dis st gl g el R 519
MacPherson v, Buick Motor Co.. it i e s i el 520
Rseola 1. Coca Cola Bottling Gouof Bresmo il ol ol i, 523

B. Steict Liability ol Lt Cuit sl sl i Sl 3047
Bretver vl Oriard Potoder o i il i L i b ol 527
Transue v, Aesthetech CorD .. conivic i il Gl i Gl Gl Lo 530
Barker v. Tull Enginpering Covw i st cuiaiail i e 535

IV Special lssues of Damages ... sl e e s e 538
BMWE of North Americaiiliic. viGore. . .ol ol I G ol i 538
Harley-Davidson Motor Co., Inc, 1. WisHiewskie,. .siiinsirivbisnysin 541

V. Defenses. ..o i B I s 543
AConract ThHeories /Ll L il S, e 543
Trans-Spec Truck Service, Inc. . Caterpillar IHc. ..o iivivinymibivinnisnisiisn i 544
Seattle Hlight Service, Tric. v. City Of Auburn L. iiisiinmiismiopbiissias 546

B, NortTheories, (il bl il s diln i el il 547
General Motors Corporation 1. SAHERez ... il e 548
Tobnsor ol Clark Eddtmmerst Co i ol ool o i S ) 552
Tones o Ryebiliedii i bl g lle Dicl L il el sl L 555

NS aND. A EMM NS G i L U SR L S

CHAPTER II; Corporate Criminal Issues 559

I. General Notions of Corporate Liability ... 560
Al Basic Components L. ooiile il n v s e il e 561
ARTICLE: Embezzlement versus Larceny: Ice Cream Truck? ....c.cocovivrevenns 561

Il. Legislative & Regulatory Prohibitions........ooociviiiniiiiinmissmmmeiens 567
A, Foreign Corrupt Fractices .l il il i it tbonsyibmybinons 567
VLS. viKimseny ool i e s 567

(A s CLle T G L L G S s 570

B. Other Examples of White Collar @rime........... i ol el sgosssmsvmssans Ser

0 20 L@ B . G s R L e U 877
ARTIGLE: The Ten Nastiest Ponzi Schiemes BUeT. ...iiosioniiiionirensiiosmianiics 578

1D Alien Tort Stanizte. .ol Ll L Ll 580

I11; Beflexive Use of Criminal Law ... i il s i i . 580

A. Legal Incentives for Organizational Culture & Ethics
IV, Ethics, the Law, andCarparations. - 0o ol i il e 584
Notes AND COMMENTS




Table of Contents

Part 3: Agencies, Partnerships & Limited Liability Entities 591
CHAPTER 12: The Law of Agency 593
I. When Is the Agency Relationship Created? ........coooviiimiiiiiiccicceciecnns 593
Croisant 1 WRLHEE: i v trrisvits s s dria s e s e e s e i s s 594
NOTES AND QUESTIONS «eveorveversossrssianssssscsssesssnsaesaossasanasasssssasssnsssssnsasasonsan 599
Il. What Are the Fiduciary Duties of the Agent? .........cccooviveinreecenecricrennn, 604
TArROUSRIT: RESOD - isnssssnncsisanssimimssabssionssisamsisondasssmaso-suns ensrasmamntona 605
NOTES AND I E UESTIONSS covovtersyenen s amisbssskons sossraidens sotrbosssiogsdisssssnnndns snssssnmre 609
CHAPTER I3: The Law of Partnership 6ll
L. . Whaen lsiThere & PartnBrshiDZ. L. .. cstucsorssssnszasiasntcss Niroiatssusss sosdogissssnass 612
Martinivi PayYIOn..... e odudinide cndends ivassdisasn aniincrasi sossasndanienbrlonmsnausnaasasnn 612
NOTES AND |\ EITESTIONS cor e tenlt e atr L onans capysie Tl cis gty s iy St 615
Il. What Is the Nature of Partnership Governance? ..........ccccoeeeveerernerennn. 618
National Biscuit Co., INC. V. SEPOUA c....veeanereeerrrieeeeaeeeieneeassaeaessaeessnsasens 618
NOTES AND QY UESTIONS «cveiisvuiis foousestsomurieanss Sbassnnninsiviissnsmannssaionsnsnnsnoninisads 620
Ill. The Fiduciary Duty of Partners (and “Coadventurers”) .......cccccoevcvmnnee 621
Mesnhard 1. Salian v i e sssssimisssasihaiissiotsrm i s s sossabaesvss crssamanbeyans 622
NOTESAND I UESTIONS i -5 0525307t 45 mn2not tess s sn= 5o mm s han Sir ke nosivamadmntnsii babrar fEorrs 631
CHAPTER [4: The Limited Liability Company 635
RO 1 T3 4 0 ] P 0l R e Rl S s R RVt R 635
Elf Atochem North America, Inc. v. Jaffari and Mallek, LLC. .............. 635
N OTES SN - B ETODISEy cani S e sy TR Bt R B e T o P 3 R e 644
I[l. Fidueiary DUties i LLES. ........ciniiiiiamamimmiaiisiisnsisisssstiisssnsorsasiss 646
Judicial Scrutiny of Fiduciary Duties in Delaware
Limited Partnerships and Limited Liability Companies..........ccueceernnn.. 647
NIOTES NSO UESTIONS e (e e iemers A e e o 2 e L I G, = 656
Anriga Capital Corp., v. Gatz Properties, LLC ... iadivinpsasissiassibrass 660
NOTES AND SDUESTIONS <3¢ 5sassssssosssssssstonsssimnssssnsesaisasnssasonis dasessssosbasssesissasts 670
| M L 2 1 - o L SRR T 1 S ORI, oo Ot S L 0 RO, 672
Soroof Trading Development Co., Ltd. v. GE Fuel Cell Systems, LLC ... 672
I R BEL Stess B Holdimes TINC v Aaloml. - o v boest o Brtiuss skt narsyssizy i tong 676
NOTES AND' LYUESTIONS «oetvestsnaisastasonsiovassasassuisesheiesisasarshsstosssssivsaourstissossn 684

TR N 6 e b 1 b e e T R S U ST 688

Xvii



