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The COMPANY STRUCTURE determines a business’s legal, financial repor
auditing and taxation status. There are a number of alternative structures through which
business can be conducted.
To assist with the future growth and development of the business while meeting the
various needs of its owner(s), careful selection is required to avoid the need to amend

the structure of a company at a later date when changes may be difficult and expensive
to implement due to legal costs and taxation implications.

ting,

) *

Bacmm“““?““i Once Yowve Decided to Incorporate

Once you've decided to incorporate your business, you have more decisions
to make. You have to decide which type of corporation to form and where to
incorporate. You’re entitled to incorporate in any state in the U.S., rather than
just the state in which you live and work. There might be good reason for this —
another state might offer better tax treatment or more flexible incorporation laws.
However, if you do incorporate in another state, you'll have to register as a foreign
corporation in your home state.

If you’'re planning a for-profit venture, the choices are C or S corporations
or a Limited Liability Company (LLC). The main difference between a C and S
corporation is the way profits are taxed. The basic setup procedures are the same,
except that an S corporation requires the further step of an additional IRS filing.
Your state may impose additional filing requirements as well.

S corporations are often recommended for startups and small businesses,
because profits (and losses) “pass through” to the shareholders to be claimed on

i

i
"
IS
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individual tax returns. C corporations pay corporate income taxes directly to the
government. There are a few other differences, mainly regarding corporate stock
allocation and the potential number of shareholders.

LLC laws vary by state. You are required to file corporate articles and pay
filing fees as with conventional incorporation. You also have to file an “operating
agreement”, which is like a partnership agreement and takes the place of
corporate bylaws. “LLC” must also appear as part of the company name. And you'll
need to elect whether to have “pass-through” taxation (like an S corporation) or

be taxed at the corporate level.

Source: Adapted from “Once You've Decided to Incorporate”, http://www.allbusiness.com/
business-planning/business-strucmrcs-corporations/l334-1 .html

1. How many types of corporations can you choose if you decide to incorporate
your business in the USA?

2 What's the main difference between a C and S corporation?

3. What are the requirements you have to fulfill while starting an LLC business?

4. Have you ever thought of starting your own business?

1. Warm up by reading the following words before listening to the passage.

alternative /o:l'tomoativ/ n. a choice between two or more things; either of these possibilities
PEE—, &8 :

vehicle /'vi:ikl/ n. a medium through which something is transmitted, expressed, or
accomplished 4, TH, FE&

enterprise /'entopraiz/ n. a business organization aoa)| 4

registration /;redsis'treifon/ n. the act of registering; enrollment g, HEt

range /reinds/ v. to vary within specified limits FE e JEERNAE S

minimum /'minimom/ adj. of, consisting of, or representing the lowest possible amount or

degree permissible or attainable FRfIKHY y
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{8 2. Listen to the passage. Then fill in the blanks with the missing words you bear.

While domestic companies have a wide range of _ (1)  in establishing business
operations in China, foreign companies are more restricted, with the most common
business vehicles for foreign investors being: Representative Offices, Wholly Foreign
Owned Enterprises, and Joint Ventures. The fastest and _ (2) _ method for a foreign
company to establish a “footprint” in China is through registration of a Representative
Office of a foreign company. While this is true, there are certain _ (3)  that must be
considered when deciding whether a Representative Office is the __(4)  structure.
Wholly Foreign Owned Enterprises or limited liability companies whose investors are

(5) _ foreign are quickly becoming the most __(6) method of foreign investment
in China. While foreign companies once thought that a local partner was necessary to
operate business in China, this is increasingly no longer the case in a wide range of
industries. Generally a certain __(7)  amount of capital which must be registered will

(8)  from RMB 30,000 to several million RMB for larger projects. Joint Ventures
refer to a registered legal entity cooperation between at least one foreign investor
and Chinese investor. This structure was _ (9)  more common, though it has been
steadily _(10) . Choosing the most appropriate structure for your business requires
careful thought.

$8 3. Listen to the passage again and choose the best answer from the choices given.

(1) Which of the following is not considered as one of the most common business
vehicles for foreign investors?

A. Representative Offices. B. Wholly Foreign Owned Enterprises.
C. Registered Legal Entity. D. Joint Ventures.
(2) The method for a foreign company to establish a “footprint” in China is
through registration of a Representative Office of a foreign company.
A. fastest and easiest B. most appropriate
C. most common D. most necessary
(3) To establish a “footprint” in China means .
A. to travel in China B. to do business with a company in China
C. to extend business to China D. to start a form of investment in China
(4) Generally, to establish a Wholly Foreign Owned Enterprise, a foreign investor
is required to invest a certain minimum amount of capital of into the
company.
A. RMB 13,000 B. RMB 30,000
C. RMB 1,000,000 . D. RMB 70,000

(5) Joint Ventures refer to a registered legal entity cooperation between
A. Chinese investors
B. at least one foreign investor and Chinese investor
C. foreign investors
D. one foreign investor and one Chinese investor
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4. Questions and Answers

¥ (1) What are the most common business vehicles for foreign investors in China?
® || (2) Please state the features of the three alternatives in establishing business
operations in China.

1. Warm up by reading the following words and pbrases before listening to the
dialogue.

survey /sai'vei/ v. to make a detailed inspection or investigation fi{ {2

launch /lomtf/ v. to introduce to the public or to a market #H (FiF=d )

beauty salon an establishment providing women with services that include hair treatment,
manicures, and facials £ APt

talented /tzlontid/ adj. having natural endowment or ability of a superior quality X4 #4,
A RERY

style /stail/ v. to give style to BRFATAREH A,

cosmetology /kozma'tolodzi/ n. the study or art of cosmetics and their use 2427, BAK

promising /‘promisin/ adj. likely to develop in a desirable manner 74 R

lease /lizs/ n. a contract granting use or occupation of property during a specified period in
exchange for a specified rent FH 5%

wary /'weori/ adj. on guard; watchful; characterized by caution Z15 19, /NOEY, EIER

rudiment /ru:dimant/ n. a fundamental element, principle, or skill, as of a field of learning

HoA R
|
2. Do the exercises to review the vocabulary.
(1) Tom won two prizes in similar competitions at an early age. He’s a(n) player.
A. all-round B. potential
C. promising D. perspective
(2) It does not take me long to pick up the of the language.
A. knowledge B. rudiments
C. information D. foundation
(3) Heisa manager who knows exactly how to deal with different kinds of
strange requests from abroad.
A. talented B. cautious
C. serious D. easygoing
(4) 'm a bit of giving people my address when I don’t know them very well.
A. doubtful B. wary

=
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C. vicious D. unwilling
(5) Many of the listeners said that they were not satisfied with the station’s
programmes.
A. inspected B. asked
C. investigated D. surveyed

$¥ 3. Listen to the dialogue. Then write the words you bear in the correct blank.

Joe: What? Running a business is not an easy thing. You have to make sure you
have all needed skills to run a business.

Peter: That’s why I want to talk to you, Joe. I need your professional help and advice.

Joe: Well, one of the first things you need to do before you start 2 new business is to
survey the market and find out whether there is any scope for the product you
are planning to __ (1) _, even if it is just a service. What do you plan to do?

Peter: A friend of mine and 1 want to open a beauty salon. He is very talented at
styling hair and transforming a woman’s appearance. We are considering
attending cosmetology school as well. Itisa__ (2) __ business, isn’t it?

Joe: The problem is that it requires the purchase or lease of retail space to conduct
the business. And you need to be __(3)  about such partnerships and get in
the sort of person who will fit into and help your own business plans.

Peter: Ah yes, this is important.

Joe: See that you set up a2 company structure that suits you and if you are going to

have a business partner be sure of dividing the __(4) _ for the business and
- not the profits alone.
Peter: What else?

Joe: Get yourself some additional skills in accounting and
computers, which are vital for starting a new business
and it is better if you are at least aware of the _ (5) ,
before you start your own business. _

Peter: You are really an expert! May I ask you to be my consul-

tant? S o

i e ani

Partnership or Company?

[1] One of the first decisions you need  type of entity your new venture will be.
to make when starting a business is what There are advantages and disadvantages
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to each structure and it is important to
consider how you expect your business to
operate both now and in the future.

[2] The shareholders in a company
are not personally liable for the debts of the
company. The creditors have recourse only
to the assets of the company, and cannot
look beyond that (unless the directors
have acted outside their authority as
directors or in certain other circumstances
where they may be personally liable). Each
partner in a partnership, however, is
personally liable for the debts of the
partnership down to the shirt on his
back. That applies even when he knows
nothing about the debt, for example if
another partner commits the partnership
to it, or someone makes a successful claim
against the partnership.

(3] A company is a single. legal person
(known as a body corporate), able to
make contracts through its directors or
other staff. Just like you or me, a company
must complete tax returns and generally
abide by the law. A partnership, on the
other hand, is made up of individuals, any
one of whom may commit the partnership
to any agreement. The partners have a
collective responsibility for all the tax of
the partnership (just as they have for all
other partnership debts). The partners
may make their own arrangements for
division of tasks, responsibility and
liability. A partner is not an employee but
the partners together may employ others.

[4] A company exists and performs
entirely within an extremely complicated
framework contained in a vast number of

o)

pages of the companies’ acts. The duties
of directors are specified. Among many
others, the directors must keep a register
of the shareholders and directors, and of
charges against the company. Partnership
is barely regulated at all. Resolution
of disputes between the partners, and
divisions of partnership assets can
cause particular anguish if they are not
properly covered in the partnership
agreement. However, less regulation gives
a partnership scope for a less formal, more
flexible and more easily changed structure.

[5] The company records provided
to the Registrar of Companies are open
to public inspection. The entire World
can see the names and private addresses
of directors and all the other information
filed by a company. This information
includes the accounts of a company,
though small companies may file an
abbreviated form of accounts. There is no
obligation on a partnership to disclose
anything to the public.

[6] This is a matter of practice and
choice rather than of law. For a partner-
ship, although there is no difficulty in
principle in setting out a precise set of
duties, obligations, and rights for each
partner, in practice partners tend to think
of themselves as equal, even though some
may be “more equal than others”. It is
therefore easier to allocate precise roles
within a company structure than in a
partnership. Thus, individuals who might
be a partner in a partnership situation
may be shareholders, but not necessarily

directors, in a company.
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[7] A solicitor drawn partnership shareholders of a company. But in part,
agreement is likely to cost more than this may be due not to the inherent type
an “off the shelf” limited company. The of structure, but rather to the fact that
ongoing maintenance cost of a2 company so many partnerships just happen, with
is higher, as a result of the statutory filing no formal partnership deed. You need a
requirements. partnership agreement to keep yourself

[8] It has been said, “Partnership safe.

is the most unstable ship that ever Source: Adapted from “Partnership or Company”,

sailed”. Disputes in a partnership struc- http:// P p—

ture tend to be more difficult to resolve info/partnership-or-company.php

than disputes among directors and

L01. Read the article and complete the chart.

Introduction

Limited Liability

Comparison
Between Two Statutory Control
omparison
Frameworks for P
Business

Who controls? >

Which to choose?

[132. Read the passage again and answer the following questions.

(1) What is the simpler and cheaper way to start up a business, partnerships or
companies? Why? ‘

(2) Give an account of the features of partnerships in your own words. |
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(3) What are the advantages and disadvantages of companies?

1. Word-Meaning Matching Drill

(1) | venture (a) |legally obligated; responsible

(2) | recourse (b) |something that exists as a particular and discrete unit

(3) | collective (c) |a type of lawyer

(4) | entity (d) |to uncover; make known

(5) | allocate (e) |a new activity, usu. in business, which involves risk or
uncertainty

(6) | liable (f) |decided or controlled by law

(7) | solicitor (g) | (LAW) the right to demand payment from the endorser of a
commercial paper when the first party liable fails to pay

(8) | statutory (h) |of or shared by every member of a group of people

(9) | disclose (i) |{to set apart for a special purpose; distribute according to a
plan; allot
(10) | regulate (j) |to control or direct according to rule, principle, or law

2.Read the following sentences and choose the correct meaning of the
underlined words and expressions from the context.

(1) The shareholders in a company are not personally liable for the debts of the

company.
A. responsible B. dependant
C. assumed D. expected

(2) Resolution of disputes between the partners, and divisions of partnership assets
can cause particular anguish if they are not properly covered in the partnership
agreement.

A. trouble B. panic
C. pain D. loss




