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Business Law Dictionary

abandonment In trademark law, a situation in which the owner of a
trademark or service mark does not use the mark for a long time or does
not object to the unauthorized use of the mark by others. An owner who
abandons a trademark loses his or her exclusive rights to it.

acceptance In contracts, agreeing verbally or in writing to the terms. This

is one of the requirements for making a valid contract (i.e., an offer, an
acceptance of that offer, and a consideration). A written offer can be accepted
only in writing.

accord and satisfaction An agreement to accept less than is legally due

in order to conclude a dispute. The new agreement (i.e., the accord) and the
payment (i.e., the satisfaction, when made) replace the original obligation.
See novation.

account stated A statement between a creditor and a debtor that a stated
amount is owed as of a stated date. The statement may be a bill, invoice or
summary of invoices that the debtor may agree to pay either in whole or in
part.

accounts payable The bills or invoices that are owed by a business.

accounts receivable The bills or amounts that are due or owed to a
business by customers. In general, this term refers to the total amount owed
and is used in calculating the value of a business or the likelihood of the
business being able to pay its own debts. Calculating receivables involves
evaluating each customer’s payment history and the age of the debt.

accrue Growing or adding to, such as accumulating interest on a debt. Also,
the circumstances that allow the bringing of a lawsuit. For example, the right
to sue on a contract accrues only if the other party breaches or repudiates it.

act of God An unusual and unexpected natural event (e.g., hurricane,
earthquake, sudden death), which may be a defense against liability for
injuries or damages, or for not fulfilling a contract. Under the law of contracts,
an act of God often serves as a valid excuse if one of the parties to the
contract is unable to fulfill his or her duties, such as completing a construction
project on time.

act of nature see Act of God.

ADA see Americans with Disabilities Act.

ADEA see Age Discrimination in Employment Act.

adhesion contract A contract (often a signed preprinted form) that

is so much in one party’s favor that there is every appearance of its not
having been bargained freely. Also called a contract of adhesion. See
unconscionability.

ADR see American Depository Receipt.

advance A prepayment made in anticipation of services, such as a shipment
being made or a book written. An advance is normally set against a final bill,
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a sales commission or an author’s royalty.

affirmative action In employment or admission to programs: a business,
institution or governmental agency giving preference in hiring or advancement
to ethnic minorities to make up for past discrimination. Affirmative action has
been at the center of several lawsuits arguing reverse discrimination, but it
has usually been upheld.

age discrimination Unfair treatment, especially in the hiring or laying off

of current or potential employees aged 40 to 70 years, which is illegal under
the Age Discrimination Employment Act (ADEA). The main challenge by the
claimant is to prove age discrimination. See wrongful termination.

Age Discrimination in Employment Act (ADEA) A federal law

prohibiting discrimination against workers older than 40 years of age in
employment decisions, especially those regarding which workers should be
laid off. Under the law, no worker can be forced to retire. See Older Workers
Benefit Protection Act.

agent A person who, by mutual consent, is authorized to act for the benefit

of and under the direction of another person when dealing with third parties.
The person who appoints the agent is the principal. The agent is in a fiduciary
relationship with the principal, can enter into binding agreements on behalf of
the principal, and could potentially create liability for her or him. See apparent
authority; ostensible agent.

agent for acceptance of service In corporations, a named individual
who is authorized to accept service of lawsuits or claims against the
corporation. The person is usually named in the articles of incorporation or
similar documents filed with each state’s Secretary of State, and is often a
professional agent representing many corporations.

agreement An understanding between two or more parties about a
particular issue, covering their obligations, duties and rights. The term can
also mean contract (i.e., a legally binding agreement), but it has a broader
application and extends to understandings that are not legally binding.

alter ego An entity set up as a legal shield for the person actually
controlling the operation. Proving that such an entity is an alter ego involves
having to prove complete control by an individual. See piercing the veil.

American Depository Receipt (ADR) A receipt issued by U.S. banks to

U.S. citizens as a substitute for the outright ownership of foreign shares. ADRs
can be readily traded on American stock exchanges, avoiding the need to
trade the actual foreign shares.

Americans with Disabilities Act (ADA) A federal law prohibiting
discrimination against people with physical or mental disabilities in
employment, public services, and places accommodating the public (e.g.,
restaurants, hotels, theaters).

annual meeting In corporations, a general meeting of shareholders or
directors. Shareholders’ meetings are held to elect directors or to vote on
major changes to the corporation, such as amendments to the articles of
incorporation or the merging of the business with another. A meeting of
directors might consider raising funds by borrowing and other financial
decisions, buying property, and hiring or replacing key staff.
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anticipation In patent law, a situation in which an invention is too similar
to an existing invention to be considered novel—it has been anticipated.
Novelty is one of the requirements for a patent, so anticipated inventions
cannot be patented. See prior art.

anticipatory breach The repudiation of obligations by one party to a
contract before the obligations have been fully performed. This releases
the other party from his or her contractual obligations; one party cannot
simultaneously repudiate obligations and demand that the other party
perform. See breach of contract.

antitrust laws Acts of Congress (starting with the Sherman Antitrust Act
of 1890) that forbid or restrict business practices that are deemed to be
monopolistic, that restrain interstate commerce, or that are anticompetitive.
See price fixing; restraint of trade.

apparent authority Appearing to be the agent of another (i.e., the

employer or principal) with the power to act for her or him. Under the law

of agency, the principal is liable for the acts (e.g., damage caused, contracts
signed) of her or his employee (i.e., agent), and this applies to someone who
only appears (to a customer, supplier or other member of the public) to have
been given authority. Providing someone who is not a proper agent with,

for example, stationery, forms, a company truck or an office desk could be
considered granting them apparent authority, leaving the employer liable. See
ostensible agent.

appraisal An estimate of the fair market value of something (e.qg., real

estate, valuables, shares). A professional appraiser (a neutral expert) makes
an estimate by studying the property and comparing the initial purchase price
with recent sales of similar property. Appraisals are often ordered by courts in
probate, bankruptcy and other proceedings in which market values need to

be established. Banks and mortgage companies use appraisals before making

loans, and insurance companies use damage appraisals before settling claims.

appraiser A professional expert who is hired to determine the current
market value or full cash value of real estate or other property.

appreciation An increase in value, particularly of property that has risen in
value since it was acquired.

arm’s length The nature of an agreement when it has been made by two
parties freely and independently of each other. If the parties are relatives
or have a prior contract that puts one under the control of the other, the
new agreement may not have been made at arm’s length and may not be
enforceable.

arrears Money owed and due, but not yet paid; often the total of a series of
unpaid amounts.

articles of incorporation The basic (and usually founding) charter of a
corporation, setting out the name, type of business, directors, and amount and
types of shares that may be issued. Each state has its own approval system
and requirements for registering names and issuing shares, as well as its

own criteria for registering nonprofit corporations. Articles of incorporation

are usually filed for approval with a state’s Secretary of State or Corporations
Commissioner.
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as is Provision in a sales contract by which the buyer waives the right to
complain if the property being sold is faulty: the buyer takes it “as is.” The
buyer must have the right to inspect the purchase and spot deficiencies. If the
seller intentionally conceals defects, the contract can be cancelled. See caveat
emptor; latent defect.

assets In business, items of property that have monetary value and are

shown in the company balance sheets. Such items include current assets (e.g.,
accounts receivable), fixed assets (e.g., equipment, supplies), and business
goodwill and copyrights.

assignment Transferring an interest in a property, contract or other right
from one person or company to another. In copyright law, the unconditional
transfer of all rights in a copyright from the owner to another person or entity.

assignment for benefit of creditors A method of scheduling debt
repayment by which a trustee receives directly a portion of a debtor’s income
and uses it to pay the debtor’s bills. Compare garnishment.

audit An examination by a trained accountant of the financial records of

a person or business, including notation of improper or careless practices,
recommendations for improvements in keeping proper records, and a
balancing of the books. An “internal audit” is done by an employee, whereas
an “independent audit” is done by an outside accountant. Auditors who have
not been able to examine all the supporting documents will note that the
audit was based on limited information and will not guarantee the accuracy
of the information provided.

author In terms of copyright protection, a person who creates a work; a
person or business that pays another to create a work as part of her or his
employment; or a person or business that commissions a work under a work
made for hire contract. For example, a technical writer may produce a manual,
but if she or he is employed by a company to do so, the company is the
author of the manual for copyright purposes.

bad debt A debt that is considered uncollectible because of bankruptcy or
the passage of time.

bad faith An intentional dishonest act involving the nonfulfillment of
contractual obligations, misleading of another, or entrance into an agreement
without the intention or means to fulfill it.

bait and switch A dishonest sales practice in which a business attracts
customers by advertising a bargain price for an item and then claims that the
advertised item is no longer available, attempting to switch the prospective
customer to a more expensive product. Such tactics often apply to retail items
(e.g., stereos, televisions), but there are also loan interest rates and other
financial products that turn out to be available for very specific circumstances
only. Such practices can make a business a target for a class action.

balance due The amount of a debt still owed on an account or the principal
owed on a promissory note. With a promissory note, the balance due is not
the sum of the remaining installments, because that amount includes interest
payments, but may be the principal due without further interest.

balance sheet A statement that shows the financial position of a company
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in terms of its assets and liabilities at particular times (current and past); an
indicator of the overall condition of the business. This differs from a profit and
loss statement, which is concerned with the current operational activity of the
business.

bankruptcy Proceedings under federal law whereby a debtor can discharge
(i.e., wipe out) his or her debts or have protection from creditors while trying
to repay them. Liquidation bankruptcy (Chapter 7) involves discharging debts
by the surrender of assets. Reorganization bankruptcy (Chapter 13) involves
providing the court with a plan for repaying the debts. Reorganization
bankruptcy for businesses and for consumers with very large debts is called
Chapter 11.

bankruptcy court The specialized federal court that deals with bankruptcy
matters as detailed in the Federal Bankruptcy Act. Each state also has a
number of such courts, usually covering several counties.

bankruptcy trustee A court-appointed individual who oversees the case of

a person or business that has filed for bankruptcy. In a consumer Chapter 7
case, the trustee gathers the debtor's nonexempt property, liquidates it, and
distributes it proportionally to the creditors. In a Chapter 13 case, the trustee
receives the debtor’'s monthly payments and distributes them proportionally to
the creditors.

bearer Someone who holds a negotiable instrument, such as a check,
promissory note, bank draft or bond. If the document states that it is “payable
to bearer,” the bearer can receive the funds due on it.

beneficial interest An individual’s right to some profit, distribution or

benefit from a contract or trust. Such an interest is different from the rights of
a trustee, who has responsibility for certain assets, but who does not directly
share in the benefits.

benefit In contracts, any profit or acquired right. In workers’ compensation,
“benefit” is the insurance payment for a fatal accident on the job
(“compensation” is for nonfatal injuries). “Fringe benefits” may be part of

employment compensation other than salary or wages (e.g., health insurance).

Berne Convention An international treaty (first created in Berne,
Switzerland in 1886, and subsequently revised) standardizing basic copyright
protection among the signatory countries (currently more than 100). A
signatory country is obliged to offer the same treatment to authors from all
other signatory countries, including the protection of an author’s moral rights.

bid An offer to buy something or to provide a service at a specified price.
Bids include offers made during an auction (where the highest bidder buys
the property) and offers made by contractors to build a project at a given
price (where the lowest bidder usually gets the job).

bill of exchange A document prepared by one party (i.e., the maker or
drawer) ordering another (i.e., the payor or drawee) to pay a certain amount
to a third party (i.e., the payee). It is the same as a draft. A check is a bill of
exchange drawn on a bank account.

bill of lading A document detailing the transfer of goods from a supplier
(often foreign) to a buyer.
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bill of sale A document certifying the transfer (i.e., sale) of property such as
goods, possessions or a business (but not real estate) to a buyer.

blue sky laws Laws that are designed to protect people from investing in
fraudulent companies that have no assets and consist of nothing but “blue
sky.” These laws require that companies seeking to sell shares to the public
first provide information to and obtain the approval of a state official or
federal body, such as the Securities and Exchange Commission.

board of directors see director.

boilerplate Slang term for the language of “standard” provisions in a
contract or other form, often preprinted and now often stored in a computer.
The term comes from an old method of printing. Such boilerplate forms tend
to favor and protect the entity providing them.

bona fide purchaser In finance, an individual who has bought an asset
(e.g., a promissory note, bond or other negotiable instrument) for a stated
amount, unaware of any facts that would have cast doubt on the right of the
seller to have sold it in “good faith” (Latin: bona fide). If the good faith of

the purchaser can be proved, then he or she can keep the asset and the true
owner must pursue the fraudulent seller for recompense. See holder.

bond An interest-bearing document issued by a government or company as
evidence of a debt, with the terms of payment to the bondholder spelled out.
A bond provides predetermined payments at a set date to the bondholder. A
“registered” bond provides payment to the bondholder whose name has been
recorded with the bond issuer and appears on the bond certificate. A “bearer”
bond provides payment to whomever has possession of the bond. Another
meaning of bond is a written agreement purchased from a bonding company
(usually an insurance firm) that guarantees that the bond buyer will properly
perform a stated act, such as managing funds or completing a building
project. If the person who bought the bond fails at the task (e.g., by stealing
funds), the bonding company will pay the party that has suffered an amount
up to the value of the bond.

book account An account of a customer that is kept in a business ledger of
debits and credits (i.e., charges and payments) that shows the amount due at
any given time. See account stated.

book value In accounting, a determination of the value of a corporation’s
stock by adding up the stated value of corporate assets as shown on the
books (i.e., records) and deducting all the liabilities (i.e., debts). This may not
be the true value of the corporation or its shares because the assets may be
undervalued or overvalued. The book value of an individual asset is its cost
minus its depreciation.

breach of contract The failure to perform any term of a contract, written
or oral, without a legitimate legal excuse. A breach (literally, a “break”) may
include not completing a job, not paying in full or on time, not delivering
goods (or substituting inferior goods), or being late without excuse. An
anticipatory breach is an act that shows that the party will not complete the
work. See partial breach.

broker An intermediary between a buyer and a seller who usually charges a
commission (i.e., a percentage of the sale price). Examples include real estate
brokers (who have responsibility for an agency and its sales agents), insurance
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brokers (who handle more than one company), and stockbrokers. Such brokers
are regulated and licensed by each state and have a fiduciary duty to act in
the best interests of the customer.

bulk sale laws State laws (modeled on those in the Uniform Commercial
Code) that require the seller of a business or a large amount of business
assets or inventory to publish notice of the sale, give written notice to all
creditors, and set up an account to hold the funds from the sale for a brief
period during which creditors may make claims against the money. These laws
are intended to prevent the sale of business assets to avoid paying current
creditors.

business invitee see invitee.

buy-sell agreement A contract among the owners of a business (often
dating from the time the business was set up) that provides terms for
their purchase of the percentage of the enterprise owned by a partner or
shareholder who has decided to withdraw.

bylaws The formally adopted written rules that govern the conduct of a
corporation, association, partnership or other organization. Bylaws normally
are adopted by the shareholders of a profit-making business or the board of
directors of a nonprofit corporation. Bylaws generally provide for meetings
and elections of a board of directors and officers, and establish hiring
practices and other operational matters. They should not be confused with the
articles of incorporation, which only state the basic outline of the company
and its share structure.

C corporation A business term for a corporation, the profits or losses

of which are taxed separately from those of its owners, as set out in
subchapter C of the Internal Revenue Code. Such a corporation differs from
an S corporation, the profits or losses of which are passed through to the
shareholders and taxed on their personal returns, as set out in subchapter S
of the Internal Revenue Code.

call The demand by a corporation that a shareholder pay an installment or
assessment on shares already owned. More generally, a repayment demand
given without notice (“on call”).

cancel In finance, to render a document void, by tearing it up or marking

on its face that it is cancelled, void or terminated if the debt for which it

stood has been paid. The purpose of canceling is to ensure that the document
cannot be used again.

capital In business, the basic assets of a company (particularly a corporation
or partnership). These assets constitute actual funds, equipment and property,
as distinct from stock in trade, inventory and payroll.

capital account A listing of all the basic assets of a business, not including
inventory or the value of goodwill.

capital assets The equipment, property and funds owned by a business.

capital expenditure Payments by a business for basic assets such as
property, fixtures or machinery, but not for day-to-day operations such as
payroll, inventory, maintenance and advertising. Such expenditure is intended
to increase the value of the company, normally by improving productivity. Also
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known as capital investment.

capital gains In business, profits made from a capital transaction (i.e., the
buying and selling of assets). In general, the difference between the price
something is sold for and the original price paid for it (plus improvements or
investments accrued during the period of ownership).

capital stock The amount originally invested by shareholders in a
corporation for its issued shares. Capital stock has no direct relationship to
the current value of the corporation’s shares, which may have gone up or
down after the initial issue or first stock offering.

capitalized value Anticipated earnings, as shown in company projections,
that are then discounted (reduced) as a precaution, because projected
earnings often turn out to be less than anticipated.

carryback In accounting, the use of a current tax year’'s deductions, business
losses or credits to amend a previously filed tax return so as to reduce the tax
liability. Compare carryover.

carrying for hire Transporting goods or individuals for a fee. A business should
confirm that the carrier has liability for safe delivery and is subject to regulation.

carrying on business Pursuing a particular occupation on a continuous
and substantial basis. There need not be a physical or visible business entity
as such.

carryover In accounting, using a tax year’s deductions, business losses or
credits to apply to the following year’s tax return to reduce the tax liability.
Compare carryback.

cartel A group of companies that come together to monopolize a market,
agreeing among themselves which company presides over which area of
operation. The supposedly independent companies (often multinationals)

may control distribution, set prices, reduce competition, and sometimes share
technical expertise. The most well-known cartel is OPEC (Organization of
Petroleum Exporting Countries), which represents all of the oil-producing
countries in the Middle East and North Africa, as well as Venezuela. Cartels
are illegal in the United States (under the antitrust Sherman and Clayton Acts)
and the United Kingdom.

cashier’s check A check that is issued by a bank on its own funds for the
amount paid to the bank by the buyer; it has a named payee and states

the name of the buyer (the remitter). To the recipient, the check is the same
as cash because it is guaranteed by the bank and does not depend on the
account of a private individual or business. Such checks are often used
when payment must be credited immediately upon receipt, as in real estate
transactions or tax payments.

casualty loss deduction In taxation, a deduction that is allowed by a
loss caused by an unexpected or unusual event such as a storm, flood, fire,
shipwreck, earthquake or act of God.

caveat emptor (Latin: let the buyer beware) The premise that a buyer
makes a purchase at her or his own risk and must examine a product for
defects before buying it. Under the doctrine of implied warranty, a seller has
responsibility for defects that could not be noted by casual inspection (even if
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something is sold as is), particularly because many products cannot be tested
before use and are elaborately packaged.

certificate of incorporation A document issued in some states confirming
that a corporation has filed articles of incorporation; in other states, the
articles themselves are sufficient proof.

certification mark The name, symbol, device or statement of an

organization used by a separate organization or business to vouch for the
quality of its products and services (e.qg., tourist board star ratings on hotels or
restaurants).

certified check A check issued by a bank that certifies that the maker of

the check has sufficient funds in his or her account to cover the amount to

be paid. The bank will already have set aside the funds, so that the check will
remain good even if other checks are written on the same account. Like a
cashier’s check, a certified check is the equivalent of cash, in that the recipient
does not have to wait until it clears.

Chapter 7 bankruptcy Liquidation or straight bankruptcy, the most familiar
sort, in which many or all debts are discharged (i.e., wiped out) completely in
exchange for an individual’'s or business’ nonexempt property. Proceeds are
distributed to creditors. Chapter 7 refers to the relevant section of the federal
Bankruptcy Code.

Chapter 11 bankruptcy Reorganization bankruptcy mainly for businesses,
either voluntary or involuntary, in which the debtor remains in possession
and control of the business. The creditors and the debtor agree on a plan
that permits the business to continue after creditors accept a portion of their
claims as payment in full. Owners also accept less for their share of the
business. Chapter 11 refers to the relevant section of the federal Bankruptcy
Code. See debtor in possession.

Chapter 13 bankruptcy Reorganization bankruptcy for individual

consumers that may allow the full repayment of debts. Individuals keep their
property and use their income to pay their debts (partly or fully) over three to
five years, according to a plan presented to the court. The minimum amount
to be paid is approximately equal to the value of the individual’s nonexempt
property. In addition, the individual's disposable net income (minus reasonable
expenses) must be used to pay debts during the period. At the end of three

to five years, the outstanding balance of the debt owed is erased. Chapter 13
refers to the relevant section of the federal Bankruptcy Code.

charity An organization set up to help those in need or to provide
educational, cultural, scientific or religious benefit to the public. Charities are
usually corporations established under state guidelines and require Internal
Revenue Service approval if their donors are to be allowed to make tax-
deductible contributions.

charter In some states, the term for articles of incorporation.

check The most familiar bill of exchange. A draft on a particular account in

a bank in which the drawer or maker (i.e., the person who has the account
and signs the check) directs the bank to pay a certain amount to a recipient,
the payee. Funds are not available to the payee until the bank has cleared the
check (i.e., confirmed that the drawer’s account has sufficient funds to make
the payment). See cashier’s check; certified check.
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churning Informal term for the unethical and usually illegal practice by a
stockbroker or sales agent of buying and selling shares solely for the purpose
of generating a higher sales commission.

CIF see cost, insurance and freight.

civil law That part of the law that encompasses business, contracts, estates,
family relations, accidents, negligence and all other legal issues—except for
criminal law.

Civil Rights Act of 1964 Federal legislation that was intended to end
discrimination based on religion, color, race or national origin. This law
prohibits employment discrimination and guarantees the right of access to
education and public facilities and accommodations.

claim in bankruptcy The written claim filed by a creditor when a debtor

(i.e., an individual or business who owes the creditor money) files for
bankruptcy. The known creditors receive notice when a bankruptcy is declared,
and will be told if the bankrupt party has no assets to distribute and that,
therefore, they should not file a claim until further notice.

class action A lawsuit in which all members of a group of persons who
have suffered the same or similar injury join together in an action against
the alleged wrongdoer. The group must be sufficiently numerous that it

is impractical for them all to be before the court individually, so they are
represented collectively by only a few members, or by one. All members are
bound by the court’s decision. Typical class actions involve a manufactured
product that has injured many people or a group that has suffered
discrimination by an organization.

close corporation A corporation that is permitted by state law to operate
more informally than most (e.g., making decisions without meetings of the
board of directors) and that has a limited number of shareholders—often
family members rather than public shareholders. A close corporation’s
shareholders often also help run the business.

closed shop A company that hires only union members, either by choice or
by agreement with the unions. Under the Labor-Management Relations Act,
however, closed shop practices that require employees to be union members
are prohibited. Compare union shop.

COBRA see Consolidated Omnibus Budget Reconciliation Act.

collateral Money or other property that serves as security for the
guaranteed payment of a debt. The creditor has legal right to the property, if
not outright physical possession. See secured debt.

collection agency A company hired by a creditor to collect a debt. Such
agencies are usually taken on only after the creditor has tried (by letters or
phone calls) to collect the debt itself. These agencies are regulated by the
federal Fair Debt Collection Practices Act.

collective mark A name, symbol or device used by an organization to

identify goods or services that its members provide. A union stamp on a
product is a collective mark that indicates a member of the union made it.
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collective work For copyright purposes, a work (e.g., an anthology or
encyclopedia) in which a number of separate works have been assembled. In
creating a collective work, permission must be obtained from the copyright
owners of the various parts (if these parts are still in copyright and not
already in the public domain).

collusion In business, a form of fraud in which two individuals or companies
(through their officers or other employees) enter into an agreement, usually
secret, to defraud and/or gain an unfair advantage over a third party,
competitors, consumers or parties to a negotiation. Examples of collusion
include wage or price fixing, secret rebates, and pretended independence.

comaker An individual who signs a check or promissory note with one or
more others; each comaker is responsible for the entire amount promised.
See maker.

commercial frustration An unforeseen and uncontrollable event that
renders a party to a contract unable to carry out his or her contractual duties.
The nonoccurrence of the event must be a basic assumption of the parties
when the contract is signed. Also known as commercial impracticability or
frustration of purpose.

commercial law That part of the law (including statutes, cases and
precedents) that encompasses the rights, relations, and conduct of persons
and businesses engaged in commerce, merchandising, trade and sales. This
body of law is now codified in the Uniform Commercial Code, which has been
adopted, at least in part, by all states.

commission In commerce, money paid to an agent, employee, or other
intermediary for her or his role in a sale or other transaction, usually
calculated as a percentage of the total sum involved. A commission is distinct
from the regular payment of wages or salary.

common carrier An individual, company or public utility that is in the
business of transporting people and/or freight.

common counts Claims for debt alleged in a lawsuit (and listed in

the complaint) that are alleged together and must be defended against
collectively. Common counts could include claims of debt for goods sold and
delivered, for work performed, for money loaned or advanced, or for money
due on an account stated or on an open book account.

common stock Shares in a corporation for which dividend payments are
calculated on a percentage of net profits and distribution is determined by
the board of directors. Holders of common stock usually have voting rights in
the elections of directors and on major corporate decisions. Common stock
is distinguished from preferred stock, the holders of which receive dividends
at a predetermined percentage (i.e., fixed rate) and generally have no voting
rights, although they are paid before the common shareholders (who hope to
participate in higher profits).

company A formal business enterprise that is set up to make a profit.
Examples include corporations, partnerships and sole proprietorships.

compensation Payment for work performed, in the form of salary, wages,
commission or goods rather than money. Also, the amount received after an
injury or loss, usually paid by the insurance company of the party who caused
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the damage or by the injured party’s own insurer.

Headquarter:
compound interest Payment of interest on both the principal and the US AG 24 Inc.
previously accumulated interest, which increases the amount paid for money 3001 N. Rocky Point Drive East
use above simple interest. If interest is compounded daily, the balance on 2nd Floor
an annual rate of 7 percent will rise by 1/365th of 7 percent each day; if Tampa, FL 33607
compounded monthly, the balance will rise by 1/12th of 7 percent on the first United States of America
day of each month. Phone: +1 305 767 2040

Fax: +1 866 470 2984
concealment A form of fraud involving the failure to reveal information that
in good faith should be communicated. Examples include failure to disclose
defects in goods for sale, not listing large liabilities in a credit application and
omitting assets from a bankruptcy schedule. Concealment can be a cause for
the cancellation (i.e., rescission) of a contract by the misled party or, more
seriously, the basis for a civil lawsuit for fraud.

email: info@usag24.com
Web: www.usag24.com

condition precedent In a contract, an event that must take place before

a party must perform or do his or her part. For example, supplies must be
delivered to a building site before a contractor is required to start work on a
project.

condition subsequent In a contract, an event that terminates the duty of a
party to perform or do her or his part. For example, if a company closes a branch,
a supplier will not be required to make contracted deliveries to the branch.

conditional sale A sale of property or goods that will be completed if
certain agreed conditions are met by one or both parties to the transaction.
For example, a painting will be sold for a certain price if an independent
expert confirms that it is an original.

confusingly similar In the law of trademarks, a trademark, logo or business
name so close to that of a pre-existing example that confusion might arise
among potential customers. For a complaint to succeed, the products or
businesses must be directed at similar markets or geographic areas.

conscious parallelism A coincidental (i.e., not prearranged or discussed)
imitation by a business of a competitor’s action, such as moving prices up

or down or making similar special offers. This must be done without active
conspiracy between the business rivals, or the activity becomes a violation of
antitrust laws.

consideration An inducement to and the basis of a contract; that which

is bargained for and that which is given by one party in exchange for a
promise by the other party. Consideration is often a promise to perform a
certain act (e.g., paint a house) in exchange for another promise (e.g., to
be paid a certain amount of money), but it can also be a promise (known
as forbearance) to refrain from doing something (e.g., making an unsightly
addition to a house).

consign To turn goods over to another for transportation or sale. For
example, an individual may ask a dealer to sell her or his car, or a business
may consign goods for sale in a market in which it does not currently operate.
This is distinct from selling goods to a retailer at a wholesale price for resale.

Consolidated Omnibus Budget Reconciliation Act (COBRA) A federal
law that requires employers to offer employees—and their spouses and
dependents—continuing insurance coverage if their work hours are cut or
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they lose their jobs for any reason other than gross misconduct. The act also
states that an ex-spouse and children are eligible to receive group-rate health
insurance provided by the other ex-spouse’s employer for three years after a
divorce. However, the employer is not responsible for paying the insurance
premiums.

consolidation In corporate law, the fusion or joining together of two or

more companies to create a new one. This may be done to improve the
efficiency of two complementary businesses by rationalizing output and taking
advantage of economies of scale or to fight off unwelcome takeover bids by
other companies. The shareholders of the consolidated companies exchange
their holdings in the original companies for shares in the new concern at an
agreed rate. Compare merger.

consortium A group of separate individuals or companies that join together

to undertake an enterprise or complete a project or transaction that is beyond
the means of any one member. For example, a consortium of local businesses
may come together to build a new office complex.

consumer protection Federal and state agencies and laws that are

intended to protect consumers (i.e., the retail purchasers of goods and
services) from inferior, hazardous or deceptively advertised products, and
fraudulent sales and business practices. See bait and switch; implied warranty;
product liability.

contract A legally enforceable agreement, not contrary to any law, to do or
not to do something. A contract involves two or more people or businesses;

it sets forth what they will or will not do and can be either oral or written
(though real estate and larger commercial contracts must be in writing to be
enforceable). A contract involves competent parties—usually adults of sound
mind or business entities—one of whom makes an offer to which the other
agrees by acceptance, by which each provides the other some benefit (called
consideration), such as a promise to pay money in return for a promise to
deliver, or the actual delivery of, particular goods or services, within a stated
time frame. Contracts are at the heart of most business dealings, and contract
law is one of the most significant areas of legal concern.

contractor Commonly, a person or entity that agrees to construct a building
or to provide or install part of a construction. The person responsible for the
overall job is a “general contractor,” and those hired to construct or install
certain parts (e.qg., electrical, plumbing, roofing,) are “subcontractors” who are
responsible to the general contractor and not to the property owner. Owners
need to ensure that subcontractors are paid by the general contractor by
receiving proof of payment; an unpaid subcontractor is entitled to payment
from the owner based on a “mechanic’s lien” against the property.

cooperative An association of individuals, businesses or manufacturers with
similar interests who intend to work together to sell their goods and services
efficiently and to share the profits in proportion to the production, capital or
effort of each.

copy For copyright purposes, the physical form in which an expression or
statement is reproduced and retained over time. Copies include photocopies,
computer disks and tape recordings. The exclusive right to make copies of an
original work of authorship is one of the chief rights protected by a copyright.
See fixed in a tangible medium of expression.
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copyright The legal instrument by which the owner of a creative work
controls how it is used. A copyright provides a number of exclusive rights,
including the right to make copies or derivative works, and to record,
distribute, sell or market, and perform the work. Any one of these rights can
be sold separately through transfers of copyright ownership. As soon as a
work is created and is fixed in a tangible medium of expression (e.g., writing
or taping), the work automatically has federal copyright protection.

copyright notice The © symbol, plus the date of publication and the
author’'s name. Under the Berne Convention, a copyright notice is no longer
required for all forms of copyright protection, but it remains a useful reminder
that the work is copyrighted.

copyright office A branch of the U.S. Library of Congress that ensures the
implementation of the federal copyright laws and oversees applications for
copyright registration.

copyright owner The person or entity listed in the U.S. Copyright Office as
the owner—usually the original author or creator. Also the person or entity to
which an exclusive part of the copyright has been transferred in writing.

copyright registration An act required by the U.S. Copyright Office before
a court action may be brought to prevent or redress infringement. As soon
as a work is created and is fixed in a tangible medium of expression (e.g.,
writing or taping), the work automatically has federal copyright protection,
but registration offers important benefits in an infringement action, including
a presumption that the registered owner is the rightful owner.

corporate opportunity A business opportunity that a corporate official
becomes aware of because of her or his position within the corporation. In
such cases, the opportunity or knowledge properly belongs to the corporation
itself; its officials owe a fiduciary duty not to use that opportunity or
knowledge for their own benefit. Corporations may have the right to damages
for the improper use of opportunities, and they may obtain an injunction

(i.e., court order) preventing their use. Shareholders may bring their own suit
against an offending official in a derivative action. Insider misappropriation
may also be criminal theft or a violation of federal or state securities laws.

corporate resolution A written document recording an action taken by the
board of directors of a corporation.

corporation A legal structure authorized by state law that allows a

business to organize as a separate legal entity from its owners—as an
artificial person. As such, it can enter into contracts, sue and be sued, issue
shares to raise funds, and do the other things involved in carrying on a
business. A corporation’s owners (i.e., shareholders) are legally shielded from
personal liability for the corporation’s liabilities and debts (which are limited

to its assets). A business corporation is usually planned as a profit-making
enterprise, but a corporation can be organized for nonprofit purposes. See C
corporation; S corporation.

cost, insurance and freight (CIF) The total charges to be paid on goods
purchased and shipped.

cost of completion The amount of money required to finish a job when
a contract has been breached by the failure to perform. For example, if a
general contractor is in breach of contract by not finishing a house extension,
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the cost of completion is the actual cost of bringing in a new contractor to
finish it. The actual costs become the measure of the damages to be paid,
rather than an estimate of cost based on a supposed percentage of work still
to be done.

counteroffer An offer made in response to a previous offer during contract
negotiations. The counteroffer rejects the previous offer and simultaneously
makes a different offer, changing the terms in some way. For example, if a
buyer offers $500 for a used computer and the seller replies that he wants
$600, the seller has rejected the original offer and made a counteroffer.
Legally, a counteroffer voids an earlier offer, so that if the seller later decided
that $500 was an acceptable price after all, the buyer would be under no
legal obligation to complete the sale.

counterpart In contract law, a written paper that may be one of several
documents constituting a contract, such as a written offer and a written
acceptance. Often a contract is in a number of counterparts that are exactly
the same except that each is signed by a different party, particularly if the
parties are in different places.

course of employment To be actively involved in doing one’s job

at a particular time; usually an issue when an accident occurs. This is a
requirement for making a claim for a work-related injury under state workers’
compensation acts.

Court of Customs and Patent Appeals A federal court established in

1929 to hear appeals from decisions by the U.S. Patent and Trademark Office
and from the U.S. Customs Court. It sits in Washington, D.C., and is composed
of five judges.

credit bureau A profit-making company that gathers information on

the credit-worthiness of individuals and companies, and distributes this
information to those who provide credit facilities. Typical clients include

banks, mortgage lenders and credit card companies that use the information

to screen applicants. The major credit bureaus are regulated by the federal Fair
Credit Reporting Act.

credit insurance Insurance against the risk of nonpayment of a commercial
debt. Lenders often require this insurance. If the borrower dies or becomes
disabled, or a business becomes insolvent, before the loan is paid off, the
policy will pay the remaining balance. Consumer protection laws require
lenders to inform borrowers of the terms and costs of taking out such
insurance.

creditor A person or entity (e.g., a bank) to whom a debt is owed.

creditor’s claim A claim, which must be filed in writing and in a proper
form, by a person or business who is owed money by a debtor who has filed
a petition in bankruptcy court (or had a petition filed to declare the debtor
bankrupt), or who is owed money by a person who has died. Notice of the
need to file a creditor’s claim in the estate of a person who has died must be
printed in a legal advertisement giving notice of death. A creditor then has a
few months (during probate) to file the claim. See claim in bankruptcy.

cross-licensing An arrangement by which businesses share patent rights
through licensing agreements so that they can use each other’s inventions.
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customs The laws, regulations and taxes relating to imports and exports. See
duty.

Customs Court A federal court established in 1926 to hear appeals from
decisions of customs officials on classification of merchandise, duty rates and
interpretation of customs laws. In turn, its decisions can be appealed to the
Court of Customs and Patent Appeals.

cut a check To write and sign a check.

damages Money awarded by a court to a plaintiff for injury or loss caused
by the defendant. Types of damages include the following: compensatory
damages, intended to make good or replace the loss suffered; consequential
damages, when there is a breach of contract by a seller and a buyer suffers
losses from unfulfilled requirements that the seller knew of, or should have
known of, when the contract was agreed to; general damages, a type of
compensatory damages related to nonmonetary losses, covering pain and
suffering, shortened life expectancy, loss of companionship, and loss of
reputation (in libel and slander actions); incidental damages, when there is

a breach of contract by a seller (e.g., the expenses incurred by the buyer to
return the goods to the seller); nominal damages, an insignificant amount
awarded when a defendant has violated the rights of the plaintiff but no
monetary loss has been suffered or can be proved (also known as token
damages); punitive damages, awarded in addition to compensatory damages
to the victim of willful or malicious misconduct (also known as exemplary
damages); special damages, awarded to cover the winning party’s out-of-
pocket costs (e.g., medical expenses, loss of wages, repair fees, car rental
costs if a car has been damaged); statutory damages, required by statutory
law; and treble damages, the actual damages determined by a judge or jury,
multiplied by three to punish the wrongdoer and to serve as an example.

DBA see doing business as.

de facto corporation (Latin: by fact—by virtue of existence rather than
right) A company that functions as if it were a corporation, although it has
not completed the legal process of becoming incorporated (e.g., by not yet
filing its articles of incorporation) or has been dissolved or suspended but
continues to operate. Courts will temporarily treat the corporation as if it were
legal to avoid unfairness to people who thought it was.

de jure corporation (Latin: by law) A corporation in good legal standing.

dealer A person whose business is the buying of goods or property in order
to sell them. Professional dealers often need to obtain business licenses and
register with sales tax authorities, and may not defer capital gains taxes by
buying other property.

debenture A type of bond (i.e., an interest-bearing document serving as
evidence of a debt) that does not require security such as a mortgage or lien
on a specific piece of property. Thus, a debenture repayment is guaranteed
only by the general credit of the issuer. The holders of debentures issued by
corporations are considered creditors of the corporation and are entitled to
payment before shareholders if the corporation goes out of business.

debt A sum of money, or value of goods or services, owed by one person or
entity to another. Debt arises because a seller allows a buyer credit. The term
debt is also used to describe the whole of a company’s borrowings.
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debtor A person or business that owes an amount of money or service to
another. In bankruptcy, the debtor is the party whose affairs are the subject of
the proceedings.

debtor in possession In bankruptcy proceedings, a debtor who has filed
for the right to submit a plan for reorganization or refinancing under Chapter
11, and is allowed to continue to manage her or his business without an
appointed trustee.

deceit A form of fraud usually involving false statements made knowingly,
with the intent to mislead the party receiving the statements, who is expected
to believe and rely on them. Deceit is a civil wrong (i.e., a tort), which can
give rise to a lawsuit if a person relied on the deceiver to the point of injury.

defalcation (Latin: deduction) The withholding or misappropriation of
funds held for another, particularly by a public official, or the failure to make a
proper accounting of them.

defeasance An old-fashioned term for a document that terminates the
effect of an existing document or agreement (e.g., a deed, bond, or contract)
if some event occurs.

defendant The person who must defend herself or himself. In a civil trial,
this is the person from whom money or other damages are sought by the
plaintiff; in a criminal trial, it is the accused. In some states, and in certain
types of lawsuits, the defendant is known as the respondent.

deficit In a budget, more expenditure than income. In more general terms, a
shortage or less than is due.

defined benefit plan A type of occupational pension in which the pension
provision is defined (e.g., a fixed monthly amount for each year of service)
and guaranteed. The employer has to make up the difference if the scheme
fails to perform as well as expected. Also known as a final salary pension
scheme, in which the benefit is calculated as a percentage of the final salary.

defined contribution plan A type of occupational pension that has a fixed
contribution rate but does not guarantee any particular pension amount on
retirement. The employer pays into the pension fund a certain amount every
month or every year for each employee; this is usually a fixed percentage of
the employee’s wages or salary but may be a percentage of the company’s

profits. The plan is based on these contributions rather than on the employee’s

final salary immediately before retirement. At retirement, the pension fund

is used to purchase an annuity, the value of which depends on the level of
contributions made to the fund on behalf of the employee, the investment

returns received by the fund as a whole, and annuity rates at the time.

defraud see fraud.

demand note A promissory note that is payable at the request of the
holder—as opposed to a note due on a certain date, on the performance of a
particular action, or by installments.

depreciation In accounting, the actual or theoretical progressive loss
of value of an asset (especially business equipment or buildings) through
increasing age, natural wear and tear, or deterioration. The concept of
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depreciation is widely used for the process of writing off the cost of an asset
against profit over an extended period, irrespective of the real value of the
asset.

depreciation reserve A business fund in which the estimated replacement
cost of equipment is accumulated each year over the life of an asset, so that
it can be replaced readily when it becomes obsolete.

derivative action A lawsuit brought by a corporation shareholder against

the directors, management and/or other shareholders for a failure by
management. The suing shareholder claims to be acting on behalf of the
corporation because the directors and management are failing to exercise
their authority in the best interests of the business and its shareholders. A
derivative action suit often arises when there are claims of fraud, insider
trading, self-dealing, misuse of a corporate opportunity, mismanagement, and
other acts that are being ignored by the officers or board of directors.

derivative work For copyright purposes, a new work based on an original
work to which enough distinctive creative work has been contributed to make
the new work itself an original work of authorship. Examples of derivative
works are a translation of a novel into another language and a screenplay
adaptation of a book.

descriptive mark A trademark or service mark (e.g., “Jet Fast” hamburger
service) that describes the characteristics of a product or service (in this
example, speed). Such marks initially receive little protection from the courts,
and at the federal level are placed on the Supplemental Register rather than
the Principal Register of trademarks. After a descriptive mark has been in
active use for five years, however, it can be moved to the Principal Register
because by then it may have become fairly widely known.

design patent A patent issued on a new design that is novel for aesthetic
reasons but makes no functional contribution to the device of which it is an
element. Design patents last for 14 years from the date the patent is issued.

digital signature see electronic signature.

dilution A situation in which a trademark or service mark is used in a
context potentially damaging to the mark’s reputation. Dilution is an issue

in situations where infringement (which can lead to customer confusion) is
not, such as using the name of a purportedly wholesome product to promote
pornography.

director A member of the governing board of a corporation who is usually
elected or re-elected at an annual meeting of the shareholders. Directors are
responsible for making important business policy decisions, especially those
that are legally binding on the corporation (e.g., borrowing money, leasing

or buying a new office). Day-to-day management and operational matters
are the concern of the officers and other employees of the corporation. In
small businesses, however, an owner may well be a director, officer and
employee simultaneously. Most states require a minimum of three directors
on corporate boards.

disability A condition that prevents a person from performing all the usual
physical or mental functions, either temporarily or permanently. Current laws
require that people with disabilities be accommodated and encouraged to
fulfill their maximum potential. Access to businesses and institutions by ramps
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and elevators, special parking places, and other special arrangements are now
required in many states.

discharge in bankruptcy An order given by a judge in a bankruptcy court,

at the conclusion of all legal steps in processing a bankrupt person’s assets
and debts, which forgives (i.e., discharges) those remaining debts that cannot
be paid—with exceptions. Debts for fraudulent or illegal actions, alimony and
child support, and taxes are not dischargeable and remain owed (which does
not mean they can be collected).

dischargeable debts Debts that can be erased through bankruptcy.
This includes most debts incurred before an individual or business declares
bankruptcy. Compare nondischargeable debts.

discount The payment of less than the full amount due on a promissory note
or the full quoted price for goods or services. The usual situation leading to a
discount is when the holder of a long-term promissory note or material goods
sells for less than face value in order to get the cash immediately. In finance,
to discount means to give something (e.g., projected earnings) a lower value,
as a precautionary measure.

discrimination The unequal treatment of persons for a reason that has
nothing to do with legal rights or ability. Federal and state laws prohibit
discrimination in employment, rates of pay, right to promotion, availability of
housing, educational opportunity, civil rights, and use of facilities based on
race, nationality, creed, color, age, sex, or sexual orientation. Various federal
and state laws allow for private lawsuits, with the right to damages, in order
to enforce equal treatment. There are also federal and state commissions

to investigate and enforce equal rights. See Equal Employment Opportunity
Commission; equal opportunity.

dishonor To refuse to pay the face amount of a check (i.e., to “bounce” the
check) or the amount due on a promissory note or other bill of exchange.

dissolution of corporation The termination of a corporation. This can

be voluntary, by resolution, payment of debts, distribution of assets, and
filing of the appropriate documents with the state authorities. It can also be
involuntary, by state action, for failure to pay corporate taxes or some other
offense.

distinctive mark A trademark or service mark that is memorable because
it is unusual in its context. Distinctive marks often use arbitrary terms (e.g.,
Penguin Books, Apple Computers) or newly coined terms (e.g., Microsoft).
Such marks receive the maximum protection under state and federal laws.

divestiture The giving up of a possession (e.g., part of a business) or right.
If voluntary, divestiture may be an attempt to improve efficiency by cutting

a loss-making business or concentrating on one product or business area. If
court-ordered, it may be the result of an antitrust action to prevent monopoly
or other restraint of trade.

dividend A portion of a corporation’s profits distributed to its shareholders
on the basis of the number and type of shares they own. Dividends are not
always paid in money, but can be paid in shares, known as a stock dividend.
The amount of a dividend is decided by the corporation’s board of directors,
although state laws may require that there be a minimum level of profits or
assets before the dividend can be approved.
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doctrine of equivalents In patent law, the rule under which a new
invention violates an existing patent if it does the same work in a similar way
to achieve the same result.

doing business as (DBA) When a business owner operates a company
under a name different from his or her real name. All states have
requirements for filing a fictitious name statement with the appropriate

county or state agency. Such a document allows consumers to determine the
names of the business owners in the event of a need to sue the business, and
allows the owner to conduct transactions and make contracts in the name of
the business.

domain name A combination of letters and numbers that identifies a

specific computer or Web site on the Internet. The owner of a domain name
can stop another business from using the same name only if the domain
name is being used in the sale of goods or services to consumers and is thus
a trademark.

domicile see state of domicile.

draft In finance, a written order, such as a bill of exchange or check, for one
party to pay money to another. The person who writes the draft is the drawer;
the person or entity with the money (i.e., the bank) is the drawee; and the
person who is to receive the money is the payee. A draft may be payable on
demand or at a specified time.

draw In banking, to prepare and sign a bill of exchange or check.

drawee The party (e.g., a bank) that is instructed to make a payment on a
bill of exchange or check. Sometimes the term is used to mean the person or
entity that is to receive payment, but this is usually known as the payee.

drawer The person who signs a bill of exchange.

drop dead date A provision in a contract or a court order that sets the last
date an event (e.g., a payment) must take place before certain consequences
automatically follow, such as voiding of the contract, foreclosure, or entering
of a court judgment.

duty A tax on imports. See customs.

earnest payment Part payment or deposit made to demonstrate
seriousness in the purchase of goods and services or to bind a contract, with
the remainder due at a particular time. If the contract is breached by failure
to pay the agreed balance, then the earnest payment may be kept by the
recipient as predetermined damages.

EEOC see Equal Employment Opportunity Commission.

electronic signature A paperless method of agreeing to an electronic
contract. To “sign” a contract electronically, a person may be asked to type
his or her name into a box, paste a scanned version of his or her signature
into a box, click an “I Accept” button, or use a “key” to encrypt (i.e.,

scramble) information that identifies a unique signer, using a method called
Public Key Infrastructure (PKI). Under the Electronic Signatures in Global and
International Commerce Act (2000), electronic signatures are as binding as
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those in ink. A signature encrypted by technology such as PKI is now generally
called a “digital signature.”

embezzlement Theft by an employee of money or property belonging to his
or her employer, or misappropriation of money or assets held in trust.

emolument Salary, wages and benefits paid for employment or an office
held.

employee An individual who is hired for a wage, salary, fee or payment to
perform work for an employer. In the law of agency, the employee is known
as an agent and the employer is called the principal. The agency relationship
is important to establish whether someone is acting as an employee when
injured (and thus may qualify for workers’ compensation) or when an
employee causes damage or injury to another in the scope of employment,
making the employer liable for damages to the injured party.

Employee Retirement Income Security Act (ERISA) A federal law that
regulates private pension plans that supplement Social Security. The Act sets
minimum standards for such plans, provides workers with some protection

if a plan cannot pay the benefits to which they are entitled, and requires
employers to provide full information about their employees’ pension rights
and to ensure that the administration of their pension funds is transparent.

employer A person or entity that hires the services of another (i.e., an
employee) for payment (i.e., compensation). An employer is known as a
principal in the law of agency.

endorsement In banking, the act of the owner or payee signing her or his
name to the back of a check, bill of exchange or other negotiable instrument
SO as to make it payable to another or cashable by any holder. A “qualified
endorsement” contains specific instructions (e.g., “pay John Jones” or “for
deposit only”) restricting the use to which the check can be put. A “blank
endorsement” has no such instructions and is payable to the holder.

entity An organization or institution that has its own existence for legal

or tax purposes. This is often an organization that has individual members,
such as a corporation, partnership, trust, estate or government agency, but is
separate from them and can be treated like an individual person in that it can
sue, be sued, or operate through agents. Compare natural person.

Equal Employment Opportunity Commission (EEOC) The federal
agency that deals with discrimination in the workplace. The EEOC was set up
by the Civil Rights Act of 1964.

equal opportunity A right guaranteed under both federal and many state
laws that outlaws any discrimination in employment, education or housing
because of a person’s race, color, sex (or sexual orientation), religion, national
origin, age or disability. Anyone who believes she or he has not been granted
equal opportunity or has suffered harassment or discrimination may bring a
lawsuit under federal or state laws, or file a complaint with the federal Equal
Employment Opportunity Commission or a comparable state agency. See
affirmative action.

ERISA see Employee Retirement Income Security Act.

escape clause A provision in a contract that allows a party to be relieved
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from any obligation if a certain event occurs or does not occur. See condition
precedent; condition subsequent.

escrow An account held by a third party (i.e., an escrow agent) in which
documents and funds are held in trust before a transfer of real estate, the
completion of a sale, or some other transaction. When the funding is complete
or other specified conditions are met, the escrow agent will release the
documents and funds to the buyer and seller. As a verb, “to escrow” means to
place documents and funds in an escrow account.

escrow agent An individual or company (e.g., an escrow or title company)
that holds documents and funds in a transfer of real estate or other sale. The
agent acts for and is paid by both the buyer and the seller.

excise A tax on the manufacture, sale or consumption of a commodity

(e.g., alcohol or tobacco). Also a tax on business privileges, often assessed in
the form of a license or charter. Excise is distinguished from the taxation of
property, income or estates.

exclusive license A valid contract in which a copyright owner authorizes
another person or entity (i.e., the licensee) to exercise exclusively a right or
rights that belong to the owner in copyright law. In relation to the rights
granted in the license, the licensee becomes the copyright owner.

exempt property In a bankruptcy proceeding, the possessions that an
individual is allowed to keep (i.e., protect against seizure) if he or she loses
a lawsuit to a creditor or files for Chapter 7 bankruptcy. In general, one can
keep such basic items as clothing, household furnishings, a car worth $2,500
or less, and Social Security payments. In a few states, one can keep one’s
house.

expense In business accounting and taxation, any current cost of operation
(e.g., rent, utilities, payroll) as distinguished from capital expenditure for long-
term assets (e.g., property and equipment).

expenses Costs incurred (usually out-of-pocket) by an employee in the
normal course of business activities, particularly personal expenses such as
travel and entertainment. Expenses may be met from an expense account.

express contract A contract in which all the elements (e.g., of