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Executive Summary

This week we focused on the basic taxonomy for business entities, including the terms for "Legal Entity", "Legal Person" and "Organization". Prior comments in the issue log which related to this area were addressed along with comments and additions made during the session. 

We also looked at the material on "Functional Business Entities", that is entities defined by their role or function. This was material not included in the introductory slides. 

Decisions were made on the precise disposition of the top level taxonomy, along with proposed additions on agent roles for an entity. 

A new addition was made to the "Organization" part of the model, to distinguish between groups and organizations. 

These notes summarize the discussions, conclusions and proposed model changes. A separate section lists the detailed notes made on some of the diagrams as we sought to capture detailed comments. 

This should be read in conjunction with the formal "Issues Log" which is to posted along side this note in the Business Entities "Notes" tab on the working website. 

CONTENTS

1Executive Summary


3Overview and Agenda


3Discussion


3Areas We Looked At


3Business Entities Taxonomy


3Taxonomy Disposition


4Defining facts about types of entity


4Functional Business Entities


4Organizations


4Funds / CIV / Trusts


6Detailed Notes


6Legal Entities Taxonomy


6Diagram: Autonomous Entity Extended Types


6Diagram: Legal Person and Legal Entity Fundamentals


9Groups and Organizations


9Diagram: Organizations and their Parts


9Diagram: Organizations Overview




Overview and Agenda

Items to address included:

· Find a better name for "Artificial Legal Person"

· Query whether Legal Entity and Legal Person should be separate, or disposed in a super-class / sub-class hierarchy

Additional comments and changes on the day:

· Legal Person - should this be framed as a "Relative" entity

· Looked at other relative entities for reference

· Did not reach consensus on this point

· Agency is important

· Signatory Capacity: is the wrong thing for what is shown as the capacity that identifies a "Legal Entity"

· This exists but not here - add to "Agency" terms

· Some capacity defines Legal Entity but it is not this

· Organization: need to add the concept of "Group" (these don't have structure or organizational basis, wholes / parts etc.)

Discussion

Areas We Looked At
These are the sections and diagrams we visited, in order: 

· Business Entities Taxonomy

· Various diagrams

· Change to hierarchy structure

· Defining facts about types of entity

· Legal Entity capacities

· Legal Person

· Functional Business Entities

· Viewed as an aside while looking at "Relative Entity" concept

· Organizations

· Addition of "Group" which is not a kind of organization

· Funds / CIV / Trusts

· Scoping decision

· Preview for next week session

Business Entities Taxonomy

Taxonomy Disposition
Decision: Legal Person is a sub-type of Legal entity

· Legal Entity sits at the top of the hierarchy of things we are interested in

· There are 4 sub-types of Legal Entity

· Corporate Entity

· People

· Sovereign Entity

· Fund vehicles

Note that the label Legal Entity has other possible meanings. This is the one we agreed upon. So for instance, an entity which is not a human being, is a separate kind of entity.
Of the sub-types shown, the one for funds may be a "Relative" type of entity. We will focus on this next week. 

Defining facts about types of entity

Decision: "Signatory Capacity" is a capacity which an individual person has in relation to a company or entity. 

Changes on this: 

· Add Agent, with identity of Natural Person, relationship to the entity it may be an agent of (Legal Entity), and capacity which is "Signatory Capacity"

· The intended capacity which defines a Legal Entity still exists but was mis-labeled. Suggest we call it "Contractual Capability", that is it is the capacity of the entity to enter into contracts. 

It was noted that some of the kinds of distinction we are aiming for would be different in different jurisdictions. As an example, the age at which a human being is considered to be a "Legal Person", that is the age of majority, will vary from one jurisdiction to another. Similar variations are to be expected for types of Legal Entity and the distinction if any between Legal Entity and Legal Person, or the definition of what is to be considered to be a "Legal Entity". 

Response: If can model these terms at a suitable level of generality, it should be possible to define the concepts semantically without being locked in to specific jurisdictional variations in what makes up that concept. For example, the concept of Natural Person (as a Legal Person), has in its definition the fact that it relates to some age of majority but that that age itself is jurisdiction dependent. 

Model change: We should show a relationship to Jurisdiction here. 
Functional Business Entities

Looked at these briefly, to indicate one way in which the "Relative Thing" partition has been used. Another use of this has been the extensive definition of "Party" to identify kinds of contract party such as issuers, holders, counterparties, underwriters and so on. Other "Relative" things include derivative underlyings. Not all relative things are business entities. 

We will revisit these terms in the Funds / CIV exploration next week. 
Organizations

Decision: Add "Group". This may be a group of any kind of entity, including countries as well as organizations, legal entities and so on. 
Organization includes formal and informal. A Group is a set of entities which is not in any sense an organization. 

Funds / CIV / Trusts

To be covered next week. There are two aspects to this:
1. The kinds of business entities which are relevant to funds

2. The model of funds / CIV itself (this is in draft as part of the Securities content, and is proposed as a separate FIBO deliverable)

Mike will circulate the most accessible Funds/CIV model diagrams as well as the diagrams for Trust (which is currently just the basics). 

Detailed Notes

These notes were jotted down on the diagrams as we went along, and are to be actioned in the model and presented for review. 

Diagrams with these detailed notes on them: 

· Legal Person and Legal Entity Fundamentals

· Autonomous Entity Extended Types

· Organizations Overview

· Organizations and their Parts

Legal Entities Taxonomy
Diagram: Autonomous Entity Extended Types

Legal person as "Independent Thing" v "Relative Thing"
Observation
Legal Person as a role which some entity plays - a legal person cannot act on itself - the acts of some Artificial Person have to be initiated by human beings who act as organs of Artificial Person.
We discussed this in detail but did not reach a consensus about changing Legal Person to be a relative thing. It is modeled as an Independent Thing because there are facts about it as a thing, which are independent of any role it plays. Also there is no separate entity which has the role of Legal Person. 

However, there is a similar concept which is a person acting with agency on the part of some Legal Person (or indeed on the part of some other kind of entity such as a trust). We ought to try and capture this. 

Went on to look at some of the existing "Relative Thing" concepts by way of illustration of the model philosophy. These include:

· Party - the ancestor of all parties that are party to some contractual relationship or to some transaction etc.

· Examples: Issuer, counterparty, underwriter

· Agent - similar to Party but with agency

· New Agent related terms to be added

· Functional Business Entity

· Non profit versus for-profit (businesses)

· Government agencies

· Fund related vehicles etc. 

Agreed that we could (and should) add the agency relationship which identifies how someone has signatory capacity or other agency for a Legal Entity. 
Diagram: Legal Person and Legal Entity Fundamentals

Artificial Legal Person renamed

Renamed "Artificial Legal Person" to "Body Corporate" (no objections). 
Signatory Capacity

Observation:
The only thing which has the capacity is an individual human being, who would do so on behalf of some Legal Entity. This is to say that the human being has been designated as a signatory.

This ties in to Wim's comment on agency.

Discussion: This item seems to have a misleading label, so this will be changed. What was meant here (i.e. the semantics of this concept) is the capacity of an organization to enter into contracts. Meanwhile the label "Signatory Capacity" is widely understood to be the capacity of some human being to be able to sign contracts on behalf of some entity. 

Model Changes:

· Rename the capacity which defines something as a "Legal Entity"

· For instance, "Contractual Capability"

· Create a new concept with the label "Signatory Capacity" and link this to agent / agency etc. 
Legal Person - Question on Extra-territoriality

Question:
US definition of extra-territoriality. Legal Person in that context?
We need to understand more about this concept and what it refers to. To be researched. 
Jurisdictional Variations
Observation:
Model what is defined as a Legal Entity or a Legal Person according to the laws of jurisdiction in which they operate. 
Discussion: Whether we can make these concepts jurisdiction independent. Need to add link to Jurisdiction for any entity type for which there may be jurisdictional variations. 

Signatory Capacity

Observation:
Has someone who can sign on its behalf.

Class Hierarchy (Taxonomy)

Proposal:
Make Legal Entity a sub class of Legal Person
Note: This was written down the wrong way around. Legal Person is made a sub class of Legal Entity. 

Body Corporate (formerly Artificial Legal Person)
Comment:
A natural fiction in law.
Discussion: This is the formal basis of legal personhood. Human beings above a given age are considered to be legally liable entities. To create something other than a human person which can hold liability, there are some statutes in that jurisdiction which allow for the creation of what is known as a natural fiction or legal fiction, such that the entities so created are treated in the same way as human beings for certain purposes. 
Legal Entity

Proposal:
Breaks down into

Corporate Entity

People

Sovereign Entity

Fund vehicles

all of these can enter into contract, be sued at law etc. 

In some countries, partnerships can be sued even if they are not constituted as some Legal Person in law. 

Model Change: Updated the model such that Legal Person is a sub class of Legal Entity. This makes sense as there are no Legal Persons which do not also have the capacity to enter into contracts, as Legal Entity does. 

Comment:

BUT:

This usually implies that it is NOT a natural person, so that would break this hierarchy. 
Discussion: 

The change agreed above defines a sense of "Legal Entity" which differs from the sense in which it has been used elsewhere. In some usages of the label "Legal Entity", this is something which is by definition a non natural person. In the new disposition, the class which takes this label includes people in its scope. 

This model is to be completed, diagrams re-crafted and circulated, and we will need to discuss this next to ensure that we have adequately categorized all the kinds of thing that are of interest (and adequately segregated all the kinds of thing that are not of interest), and also that we have applied the most useful / understandable labels to each of these. 

Regulatory Authority
Observation:
We also need the concept of a regulatory authority. 

Then we can deal with the jurisdictional differences between the kinds of entity which exist in different jurisdictions, and what their treatment of this is. It's up to the regulatory authority to deal with these exceptions. 

These includes for example jurisdictions like Saudi Arabia where women are not Legal Entities. 

Add relationship to Jurisdiction. 

Model Actions:
· Add the jurisdictional relationships as above. 

· Find the term for "Regulatory Authority" and introduce it to one of the review diagrams, making sure it is correct for this requirement. 

Groups and Organizations

Looked at two diagrams while discussing the need to add "Group" to the ontology. 
Diagram: Organizations and their Parts

Groups
Proposal: 
Also need to notion of "Group" of entities
Discussion: 

This is distinct from Organization. We went over the Organization model so everyone could see the terms for Formal Organization and Informal Organization. A formal organization is defined as being one that has some kind of formal agreement among its principals. An informal organization is still an organization and has a "has member" relationship to any kind of Autonomous Entity. 

Outcome: Agreed that the concept of Group was semantically distinct from either of these; it is something which has members but which does not have some organizational structure. We will therefore add this. 

Diagram: Organizations Overview

Joint Ventures
Proposal:
Add things like Joint Ventures i.e. a Compound Entity.

Modeling Change: we have defined some relationships for this, but we have not defined the entity which is a JV since we did not have the language or concepts for this. This is to be added, and aligned with the relevant parts of the ownership and control hierarchies models, where the relationships are defined. 
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