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INTRODUCTION

The aim of this unit is to enhance students’ understanding of how business law is applied to the running of
a business organisation. Students will gain knowledge of business law and examine the impact of the law on
business operations and decision-making. Throughout the unit students will identify legal solutions available
to business owners and assess their suitability.

Their experiences in this unit will help them better understand different areas of law that apply. They will be
able to illustrate the impact of the law on normal business operations and when registering a company and
inviting shareholders to invest in it. They will gain an understanding of the law in relation to the market abuse
and director responsibilities. Students will be able to recognise the application of employment law between
employers and employees.

This unit is a prerequisite unit for those students studying the law pathway

guida ha need to complete
t2 ing outcomes which make

This information pack is designed to give you the information and
your assignments for this unit. This information pack will look
up assignment 1, these being.

1. Explain the nature of the legal system.
2. lllustrate the potential impact of the law on
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GUIDANCE

This document is prepared to break the unit material down into bite size chunks. You will see the learning
outcomes above treated in their own sections. Therein you will encounter the following structures;

Explains why you need to study the current section of material. Quite often learners
are put off by material which does not initially seem to be relevant to a topic or
profession. Once you understand the importance of new learning or theory you will
embrace the concepts more readily.

Purpose

N

Theory Conveys new material to you in a straightforward fashion. pport the treatments
- in this section you are strongly advised to follow the gi ks, which may be
useful documents or applications on the we
R
Example The examples/worked examples are presented ng order. Make
sure you follow them all through. If you are feelin i en you might like to

treat an example as a question, in which g have a go yourself. Many
of the examples given resemble assign

follow them through diligently.

ined to learn. Please do take the
order in which they are presented.

Challenge

N—
knowledge by undertaking the challenges. A challenge
oftware and perform an exercise. An alternative challenge
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LO1

The Legal System

What Constitutes a Legal System?
The legal system includes rules, procedures, and institutions by which public initiatives and private endeavors
can be carried out through legitimate means. In other words, is a system for interpreting and enforcing the
laws. It elaborates the rights and responsibilities in a variety of ways. Three major legal systems of the world
consist of civil law, common law and religious law. Other legal systems are Jury system is a legal system for
determining the facts at issue in a lawsuit. The tax system is a legal system for assessing and collecting taxes.
The Electoral system is a legal system for making democratic choices.

Jurisdiction’s basis of applying law consists of (1) a constitution, nary legislation,
statutes, and laws; authorized by constitutionally authorized | ary legislation
approved body enacts subsidiary laws or bylaws; (4) traditional pra ) courts; (5) Civil,
common, Roman, or other code of law as source of such principles . (*Eaw™Dictionary: What is a
legal system? definition)

Most of us acknowledge the importance of the legal syste
have a social obligation to the people around us to cre
secure walking the streets and dealing fairly with o
rules each day, we are not the ones responsible

s members of a community, we
t for everyone and make us feel
ough we abide by these laws and
ether we choose to break or follow

The British Legal System
The United Kingdom of Great Britajn Ireland (UK) consists of four countries: England, Wales,
Scotland and Northern Ireland.

Some law applies
This webpage d
cover law that

UK; some applies in only one, two or three countries.
to the whole of the UK, or to England and Wales. It does not
and or Northern Ireland.

England and Wa
in earlier cases and so is the la
when many local cust
"common to all".

w legal system, which has been established by the subject matter heard
ated by judges. It originated during the reign of King Henry Il (1154-89),
s were replaced by new national ones, which applied to all and were thus

Scotland has its own independent and, in parts, clearly different judicial system with its own jurisdiction. The
law of Scotland is not a pure common law system, but a mixed system. This law shows many similarities to
Roman-Dutch law.

At present, as a result of EU legislation, many modern laws are applicable across the whole United Kingdom
of Great Britain and Northern Ireland but there can be differences (for example, in property law where the
law of Scotland resembles civil systems more than English law).
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The Purpose of Law

Four Functions of Law

1.

several important protections. The laws protect individuals from other individuals, from
organizations, and even from the government. The First Amendment of the Bill of Rights prohibits
the government from making any law that would interfere with an individual’s right to free speech.
There are some exceptions based on what is considered free speech.

Laws provide a framework and rules to help resolve disputes between individuals. Laws create a
system where individuals can bring their disputes before an impartial fact-finder, such as a judge or
jury. There are also legal alternatives where individuals work together to find a solution, such as by
using alternative dispute resolution (ADR). There are courts at every level, from local to federal, to
decide who should win in a dispute.
Without laws, there would be no way to set standards. It is easy enoug murder and theft
are crimes, but laws also provide a framework for setting m ‘ andards. Without the

need to provide your own protection because the police force or army. Without
federal banking protections, you might need to find o t what you couldn’t provide for

Figure 1 Functions of Law
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The Evolution of Law and different Sources of law
Legislation, directives, case law and treaties relevant to country.

Legislation

'Primary legislation' is the term used to describe the main laws passed by the legislative bodies of the UK e.g.
Acts of the UK Parliament, Scottish Parliament, Welsh Parliament and Northern Ireland Assembly. It also
includes Acts passed by historical parliaments, other primary legislation for Northern Ireland and Church of
England Measures (legislation for the established church in England passed by the General Synod of the
Church of England).

These types of legislation are sometimes referred to as 'statutes' and the term 'the statute book' refers to
the whole of the statute law currently in force.

by the Lords of the Privy Council without any approval by the Queen).
made under powers in Statutory Instruments rather than under

ation made by a person or body
under authority contained in primary legislation. T make secondary legislation may be

The main types of secondary legislation struments, Statutory Rules and Orders, Church

Instruments.

There are three main types of UK t: 'Orders', 'Regulations’, 'Rules'. However, there is no
limit imposed on the descriptia e given to Statutory Instruments. Other examples include
'Scheme’, 'Directi ypes of instruments serve different functions, but they all
have the same | when the Statutory Instruments Act 1946 came into force, the

'Archbishops Instrume re used almost exclusively for the purpose of bringing Church Measures into

force.

Scottish Statutory Instruments are instruments made since 1999 under authority contained in Acts of the
Scottish Parliament. As in the case of UK Statutory Instruments, there are three main types of Scottish
Statutory Instrument ('Orders’, 'Regulations' and 'Rules'). In addition, there are in Scotland rules of court
contained in Statutory Instruments called 'Acts of Sederunt' and 'Acts of Adjournal’. There may also be other
descriptions of Scottish Statutory Instruments.

Welsh Statutory Instruments are Statutory Instruments relating specifically to Wales. They may be made
under authority contained in Acts of the UK Parliament, Measures of the National Assembly for Wales or
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Acts of the National Assembly for Wales or Acts of Senedd Cymru. Welsh Statutory Instruments are published
in both the English and Welsh languages.

Statutory Rules of Northern Ireland are the equivalent of Statutory Instruments for Northern Ireland. They
may be made under authority contained in Acts of the Northern Ireland Assembly. They may also be made
under authority contained in Acts of the UK Parliament or in the Orders in Council containing the primary
legislation for Northern Ireland during periods of direct rule by the UK government (and which continue to
be used for matters that have not been devolved to the Assembly). Despite the name, Statutory Rules occur
in the same three main types as Statutory Instruments (‘Orders', 'Regulations' and 'Rules'). There may also
be other descriptions of Statutory Rules.

TLDR
UK

HOW DO LAWS
GET PASSED BY
PARLIAMENT?

Figure 2 How Do Laws
Byelaws

This is legislatio
utilities. The application of by
body. Legislation.gov.

es such as local authorities, operators of transport systems or public
s is usually limited to a local area or the operations of a specific public
t publish byelaws.

Citation and numbering

Primary legislation (e.g. Acts) are numbered chronologically within the year in which they are enacted. The
numbering re-starts each year. For UK Public General Acts (UKPGA) the number is referred to as a 'Chapter’.
Acts are therefore, usually cited by their type, year and chapter number e.g. The Data Protection Act 2018 is
cited as '2018 c.12'. Acts of the Assembly of Northern Ireland also use chapter numbers, but are numbered
separately so are cited on this website as '2018 c.3 (N.I)'. Acts of the Scottish Parliament have their own
numbering system that works in the same way. The number is referred to as 'ASP' (standing for Act of the
Scottish Parliament) e.g. Wild Animals in Travelling Circuses (Scotland) Act 2018 is cited as '2018 asp.3'. Acts
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of the National Assembly for Wales are numbered using 'anaw' (Act of the National Assembly for Wales) as
the prefix for the number. Acts of Senedd Cymru are numbered ‘asc’ (Act of Senedd Cyrmru) as the prefix
for the number.

UK Statutory Instruments are numbered sequentially each year. Welsh Statutory Instruments and the Orders
in Council made under the Northern Ireland Acts are included in the same numbering sequence as UK
Statutory Instruments. They are distinguished within that sequence by a subsidiary number in brackets after
the S.I. number (e.g. '(W. 22)', '(N.l. 15)', etc.). There are also UK Statutory Instruments relating exclusively
to Scotland which are included in the UK numbering sequence and distinguished by a subsidiary number (e.g.
'(S. 27)"). These are not to be confused with Scottish Statutory Instruments which have their own 'SSI'
numbering sequence, as do Statutory Rules of Northern Ireland which have their own 'SR' numbering
sequence separate from the UK 'SI' sequence.

How legislation can extend and apply to different parts of the UK

The term 'Geographical Extent' is used to describe the geographica UK t

legislation (or part/section of a piece of legislation) applies.

hich a piece of

The term 'extent' when used in legislation refers to the jurisdj it is law. Thus, the extent
UK: England and Wales;
e jurisdictions. The term 'extent’

2s, to help users find legislation

Scotland; and Northern Ireland. Note that England and Wales
is currently used more loosely on legislation.gov.uk

application within a wider technical extent. F
Wales' but it only applies to Wales. In d | be made to the way in which 'extent'

Currently, each 'extent' is repre combination of, England (E), Wales (W), Scotland (S)
and Northern Ireland

Every version o
legislation (whole legislation or
(at whole legislation |
provisions (e.g. sections init.

. section of an act) and every higher level of division within a piece of
level) is assigned its own extent. In the case of higher levels of divisions
level) the extent will be set wide enough to include the extent of all the

In some limited cases there may be multiple versions created to represent differing geographical extents.
Two or more versions of a provision (or other level of division of legislation) are created where a substitution
of text (or of the whole provision etc.) affects only part of the original geographical extent of the provision.
Such versions have the same start date and continue to run alongside one another.

For instance, if there is a substitution of text in a provision that extends to the whole of the UK, but the
substitution affects Wales only, two versions result: one for the provision in its unamended state to cover
England, Scotland and Northern Ireland, and one for the provision as amended to cover Wales.
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How legislation comes into force and is amended

An Act of Parliament creates a new law or changes an existing law. An Act is a Bill that has been approved by
both the House of Commons and the House of Lords and been given Royal Assent by the Monarch. Taken
together, Acts of Parliament make up what is known as Statute Law in the UK.

An Act may come into force immediately, on a specific future date, or in stages. You can find out when an
Act is due to come into force by looking at a section of the Act itself, headed 'Commencement' —this isamong
the very last sections of an Act.

Sometimes a specific date is not given, and the timing is left to the discretion of the Secretary of State for
the relevant government department. An act can therefore come into force by way of a Statutory Instrument
called a 'Commencement Order' or 'Commencement Regulation'.

force immediately, on a specific future date, or in stages. An Act can
are no longer in force.

On legislation.gov.uk we provide details about complex in for,
our revised versions. Please note that our enacted vers vide any information about in
force/commencement.

Directives
Directives are the most common form of EU |
directly at the national level.

for its transposition. Once a directive has been transposed
into national le be asserted with respect to third parties and enforced in

national courts

tion, individual

For example, the
(EU Directive) Regulations, whij
courts if these standar

Parental Leave was transposed into UK law through the Parental Leave
ame into force on 8 March 2013. Individuals have recourse to national
met.

Sources of Law in the UK
The main sources of domestic law are set out below.

Acts of Parliament

Although the UK has an unwritten constitution, many important elements of it are found in statutes that
have been enacted by Parliament. The following are of most importance to the constitution and civil liberties:

e Magna Carta 1215. This embodies the principle that government must be conducted according to
the law and with the consent of the governed.
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o Bill of Rights 1689. This imposed limitations on the powers of the monarch and provided that
Parliament should meet on a regular basis.

e Act of Settlement 1701. This prohibited Catholics from succeeding to the throne and gave
precedence to male heirs. It also established the constitutional independence of the judiciary.

e Acts of Union 1706-07. These united England and Scotland under a single Parliament of Great Britain
(that is, the Westminster Parliament).

e Parliament Acts 1911 and 1949. These ensured that the will of the elected House of Commons would
prevail over that of the unelected House of Lords by enabling legislation to be enacted without the
consent of the House of Lords.

into domestic law

e European Communities Act 1972. This incorporated EU law and EU lega

e Police and Criminal Evidence Act 1984. This provides the péli i ¢ f arrest, search
and detention as well as accompanying safeguards to ens t i ot abuse such
powers.

e Public Order Act 1986. This allows limitations to be plag
and demonstrations in public places.

law and allows citizens to raised alleged bre i ghts before the domestic courts.

created a devolved system of
government in parts of the UK, est i cottish®Parliamént and assemblies in Wales and
Northern Ireland.

o Constitutional Reform Act
powers as head of the ju
Judicial Appoi

med the office of Lord Chancellor by transferring his
f Justice. It also created the Supreme Court and a new

Case law

rce of key legal principles, particularly in relation to the preservation of

the rights of the i e state and the rule of law.

Although most laws ar, y Parliament in the form of legislation, in a common law system such as
ours the courts can also elop the law. By deciding a disputed point of law, a senior court (known as a
court of record) can change or clarify the law, thereby setting a precedent which other courts are bound to
follow or apply in later cases.

By publishing and indexing law reports, ICLR ensures that people can easily find and learn about the cases
that have changed or clarified the law over the years, how they have affected earlier cases or interpreted
legislation, and whether they have been overtaken by later cases on the same topic.
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To What Extent Do International Sources of Law Apply
European Union law

EU legal order. The legal order of the European Union (formerly the European Community) is based on the
European treaties. Those that are of continuing relevance are (reflecting renaming):

e The Treaty on European Union 1957.

e The Single European Act 1986.

e The Treaty on European Union (Maastricht Treaty).
e The Treaty of Amsterdam 1997.

e The Treaty of Nice 2001.

e The Treaty of Lisbon 2009.
There are also secondary sources of EU law comprising:

e Regulations, which are binding and directly applicable tg
means that they do not have to be transposed into n
they are passed throughout every member state.

Directives, which set down certain results tha

UK membershi orporation of EU law into domestic law. The UK formally joined the
European Comm pean Union) on 1 January 1973. European law was incorporated into UK
law by the European Communj

law. The European Co

e Recognises that EU law can be "directly applicable" and gives legal effect in the UK to "directly
effective" EU law (section 2(1)). It covers provisions contained in the EU treaties and regulations, even
if the UK has enacted legislation giving effect to them, provided that they have direct effect according
to EU law.

e Enables the UK Government to make delegated legislation to implement EU law within the UK (for
example, to implement directives) (section 2(2)).

e Requires any enactment passed or to be passed to be construed and have effect subject to EU law
(section 2(4)).
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e Requires the UK courts to apply EU law in accordance with the principles laid down by the Court of
Justice (section 3(1)).

On 29 March 2017, the UK Prime Minister served notice of the UK's intention to withdraw from the European
Union pursuant to Article 50 of the Treaty on European Union, officially triggering a process known as Brexit.
The date for the UK's withdrawal from the EU (and from which all existing EU Treaty obligations would cease
to apply to the UK (exit day)) is not certain at the time of writing. Until then, the UK remains subject to its EU
law obligations.

While the Article 50 mechanism prescribes the procedure for the UK's withdrawal from the EU, it does not
deal with the form of the UK's future relationship with the EU, or the timeframe over which that would be
determined. It is beyond the scope of this article to consider the different options in detail. However, there
are a number of models for relationships between the EU and third countries wk being considered as
a basis or starting point for the UK's relationship with the EU post-Brexit. The

e Norway model. The UK might join the European Free Trad
Economic Area (EEA). The UK would be part of the single mark mon Agricultural
Policy and the Common Fisheries Policy). The UK would begsuibj four freedomes. It would not

with the EU is governed by a number of bila khich give it some access to the single
market. It is subject to the free mov, ervices and capital. The EU has

negotia i . In"Canada's case, this took over a decade.

e World Tr isati TO) model. The UK is already a member of the WTO. If this were to be
the basis of its trading the EU post-Brexit, the UK would not be subject to EU law, including the
four freedoms. not have to contribute to the EU budget. However, it would be subject to
trade tariffs and EU standards when trading with the EU.

This resource has a law-stated date of 1 December 2019 and was written before the UK left the EU on 31
January 2020.

International law

The UK is subject to international law obligations and is a signatory to numerous international treaties and
conventions, notably the European Convention on Human Rights. However, the mere fact that the UK
Government accepts treaty obligations does not of itself have any effect on Parliamentary supremacy, as
treaties are made by the Government and so do not change the law.
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