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Highlights

iv

Part VII. Debt Financing – Chapter 41. Corporate Borrowing and
Debt Obligations – I. Borrowing Powers – § 41:1. Borrowing Powers –
Authority to Borrow – Debt financing, in its many manifestations, is a criti-
cal component in the capital structure of almost all businesses. Capital is
required when a new business commences operations, when it expands, when it
acquires further assets and when it absorbs a competitor. Unlike equity financ-
ing which may, in effect, result in a dilution of existing shareholders, debt
financing is used to create leverage for shareholders. Leverage is the ratio be-
tween debt and equity on the corporate balance sheet. Suppose a shareholder
invests $100 of his own money in his corporation, which does not borrow and
earns an annual pre-tax return of $20. The shareholder’s pre-tax return on his
invested funds is 20%. If, instead, that same shareholder invested $50 of his
own money and the corporation borrowed the rest at 8% per annum, the
shareholder’s return on investment jumps to 32% (calculated as: ($20 profit
(before interest and taxes) - $0.08($50) in interest costs) ÷ $50) = $16/$50.

Part XII. Mergers and Acquisitions – Chapter 90. Merger Control–
Competition Act Considerations – II. Merger Review Process – A.
Notification – 1. Determining if Pre-Merger Notification is Required – §
90:4: Determining if Pre-Merger Notification is Required – Types of
Transactions Subject to Notification – Acquisition of Assets – The acquisi-
tion of assets of an operating business will be subject to pre-merger notification
where applicable thresholds are exceeded. In most cases, an acquisition of as-
sets will be straightforward to identify, and the transaction will typically involve
an asset purchase agreement. One situation worth noting is licensing. The
granting of a licence will not generally be considered to constitute the sale and
acquisition of an asset unless the licence is of perpetual or long-term duration
and the licensor does not retain rights. However, even where a licence does not
constitute an acquisition of assets, it may still be substantively reviewed under
the Act as a merger or as an agreement between competitors.

          
            

            
            

            
           

             
            

            
              

             
             

             
           

            

          
          

           
          

          
             

           
            

           
              

             
              

            
          


