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Marking Criteria:
 We expect the learners to write minimum one well expressed point in three lines against each allocated mark. 
This means one needs to write 15 lines with 5 well expressed points to get high grades for a 5 marks question.
For high grades use examples and illustrations where appropriate. 
	1. Short Questions
i) A business organization may incur losses or suffer disruptions to its business, arising from legal disputes, poor contractual arrangements or fines from non-compliance with regulations. This is Legal Risk.

ii) Legal risks may arise out of the failure of a business organization to recognize its legal obligations or the failure operate within the law or the lack of evidence to that it has complied with industry regulations.

iii) Political risk
Governmental and non-governmental groups may exercise power or initiate actions that have the potential to adversely affect the setup, growth or continued existence of a business organization. These actions and exercise of power constitute Political Risks.

iv) Benefits of legal risk management 
Legal risk management has the following benefits:
a. Avoidance of legal dispute
b. Preservation of good corporate image

v) Copyright, as a business risk
Copyright is a type of protection provided to authors for a fixed number of years, to print, publish, perform, film, or record literary, artistic, musical material or computer programs.
A risk may arise, if a business organization the literary, artistic, musical material or computer programs of an author, without the approval of the author.
Any revenue denied the original author must be paid for.






vi) Macro vs Micro Political risk
Political risks are broadly categorized as macro-political or micro-political risks.
Whilst all political risks are initiated by governmental actors and have variable duration, the extent of the effect is variable.
Macro political risks, including coup d’états, acts of terrorism and insurrection can whole economies and wide geographical areas. 
Micro political risks, on the other hand, affect only few markets or geographical areas. An example of a micro political risk is a strike action by airport staff, which may affect only the travelling public.

vii) Simple vs Specialty Contracts
Whereas a simple contract can be made orally, in writing or by the implications deemed from the actions of the parties, a specialty contract must be signed and sealed to be considered valid.


2. Essentials of a valid contract:
A valid contract has the following features:

a) Agreement – The parties in a contract must mutually consent to it. This comes about when one party makes an offer, which is accepted by the other. Both parties must willingly enter into the contract, with intended legal consequences.

For example, “A” offers to sell his bicycle to “B” for $100. This is an offer. If “B” 
accepts this offer there is an acceptance of the offer. An agreement is therefore made.

In the case of AGC (Advances Ltd) vs McWhirter, the plaintiff had put up a property for sale at auction, subject to a reserve. The defendant made a bid of $75,000 which was the highest bid. When this bid was not accepted by the plaintiff (based on concerns over the defendants ability to pay), the defendant claimed a legally binding contract had been entered when they made the highest bid.

In this case, the supreme court of New South Wales ruled that bidders at auctions are entitled to make offers, but that offer does not need to be accepted by the seller. Therefore, auctions act as an invitation to treat. This means that agreement was not reached, as the seller refused the bidder’s offer. Therefore a legally enforceable contract was not entered in this case on the basis of lack of agreement.

b) Capacity – The parties entering into the contract must have the legal capacity to do so. This means they must have attained the age of consent and be of sound mind.

For example, “A”, a person of unsound mind agree to sells his house to “B” for £100,000. It is not a valid contract because “A” is unsound.

In the case of Blomley vs Ryan, Ryan was suffering from prolonged and excessive alcoholism at the time the contract for the sale of his farm was entered into.
In this case, it was found that Blomley was aware of Ryan’s persistence problem with alcoholism, and the court noted that Ryan was ‘seriously affected by drink’ when the contract was entered. It was subsequently found that Ryan therefore lacked the capacity to enter a legally binding contract in this case, especially seeing as Blomley was aware of Ryan’s impairment and sought to benefit from it.

c) Legality – The contract must not be for an action that is illegal nor against public policy. This means that cannot be made for killing a person nor robbing a bank, as both actions are illegal.

For example, “A” cannot contract “B” to kill another person, “C”, because the act of killing is an illegality.

 
d) Consideration – The parties involved must how that their agreement is part of a bargain, with each side benefiting from the order. For example, Jones contracts Jack to provide X goods for payment of £100.00. Once this contract is executed, Jones must have X goods and Jack must have £100.00

In the case of Scotson vs Pegg, Scotson contracted to deliver coal to X, or to X's order. X sold the coal to Pegg and ordered Scotson to deliver the coal to Pegg. Then Pegg promised Scotson that he would unload it at a fixed rate. In an action by Scotson to enforce Pegg's promise, Pegg argued that the promise was not binding because Scotson had not provided consideration as Scotson was bound by his contract with X (a third party) to deliver the coal.

It was held that Scotson's delivery of coal (the performance of an existing contractual duty to a third party, X) was a benefit to Pegg and was valid consideration. It could also been seen as a detriment to Scotson, as they could have broken their contract with X and paid damages.

Failure to meet all the above-mentioned requirements renders a contract invalid, void or voidable.


3. Assessment and prioritization of political risks:
Political risks result from the exercise of power by both governmental and non-governmental forces and can take the form of:

1. Confiscation of assets
2. Contract repudiation
3. Currency inconvertibility
4. Discriminatory taxation
5. Embargoes
6. Nationalization, and 
7. Wrongful calling of guarantees
In recent times, companies in the oil and gas sector of the West African economy have suffered political risks, coming from both the local communities and government.
               Political risks be assessed and prioritized by:
1. Establishing good relationships with the local workforce and community leaders. 
2. Ensuring proper planning and due diligence.
3. Investing in projects for which government support of the private sector is assured
4. Hedging against fluctuations in interest rates and currency exchange rates
5. Incorporating strong arbitration language into contracts to address labor disputes.
Corporate social responsibility is an organization’s commitment to be accountable to all stakeholders beyond statutory requirements. This is a tool businesses can employ to fight against political risks.
Shell works with communities to ensure sustainability of projects:
http://www.shell.com/sustainability/communities/working-with-communities.html

British Petroleum also gives back to the communities it works in, in order to sustain its operations:
http://www.bp.com/en/global/corporate/sustainability/value-to-society/supporting-local-development.html

The West African Gas Pipeline Company (WAPCo) Limited operates the natural gas pipeline which supplies gas from  Nigeria's Escravos region of Niger Delta area to Benin, Togo and Ghana. It is the first regional natural gas transmission system in sub-Saharan Africa.
WAPCo’s Community Relations policy within its areas of operation is aimed at establishing proactive partnerships that will foster healthy, long term relationship with host communities.
http://wagpco.com/index.php?option=com_content&view=category&layout=blog&id=67&Itemid=159&lang=en
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