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1.1 {RWARE

LY EEREREBES, KA 4ALTF LR % (sole proprietorship) , & 1k
(partnership) . 53745 PR/ A (corporation/company) .42\l 2 Bl (corporate group) FAEE Fil
H)l. (non-profit organization) , HH, &Ik AR B2 8] AR 3 4E FI R EE (share/
stock) ) RATHRAMEFE AR 53, 408 1 -1 Fras.

partnership
Catko
|
l [ (
general partnership limited partnership limited liability partnership
(—AE1E CERA1E ERFLEEE
corporation/company
(BB RATD
|
[ |
public corporation/company private corporation/company
(AFRITATD FHEATFEITAFD
EHi1-1

1.1.1 k35

MR EEREEMERLETEHLBRENKDEIE. XEETUIVHHER, LEE
T ZH T (employee) KB R AR A . $hEEME (egally) KF , \k F (proprietor) F# 5 8
T —AMA&, X2 B A4 B (proprietorship) 2> T B R R FR , A B H 35 A (legal
entity) %#4& .

MEGEAFRYSE A il FRK, mANMEEAARSHLEA R AR, It
Hh B B AR EE T H B W2 (profit) 2k A A, B ol 3 25281 4 44 B 4881 (income
tax),

A sole proprietorship is the simplest form of ownership(4&\F). The sole proprietor is
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not considered an entity separate from the ownership. (A sole proprietorship can only file
for bankruptcy personally) A sole proprietorship has nothing required to be filed with the
state in which the ownership operates unless the state or city requires a ownership license.

1. Advantages

a) The sole proprietor is in direct control of all affairs.

b) The sole proprietor entitles all profits,

¢) Tax advantages — Profits and losses from the ownership flow through the
ownership to the sole proprietor.

d) Transferability — A sole proprietor is free to transfer his interest in the sole
proprietorship at will.

2. Disadvantages

a) A sole proprietor would be fully responsible for all debts and obligations related to
the ownership. A creditor with a claim against a sole proprietor would normally have a
right against the sole proprietor’s assets, whether ownership or personal. This is known
as unlimited liability.

b) A sole proprietorship cannot exist beyond the life of the sole proprietor.

¢) The ownership would have difficulty in raising capital.
1.1,.2 &

AIKFANMEZE R A A AR, MR BEA AR, BE R NE Tk
W FEARIE— A,

PIALL BB B A TIALR A LS ER A K. WRSE LB, & KRk A1k
A (partner) 537, FTERER A BB T BIEHF —Z AU NGB, Sk AV ES B ARSH
AT,

TR L, SR ARLE T’ —k, F ik, Sl FIER S F &SRB, B
BIKN BTN ITERL .

A partnership is an association of two or more persons who agree to carry on as
coowners of a ownership for profit,

1. Introduction to General Partnerships

All partnerships are general partnerships unless otherwise stated. In a general
partnership: .

1) All partners are general partners, share profits and losses (even when capital
contribution are not equal) , share the right to manage and make major ownership decision,

2) New general partners must be approved by all general partners,

3) All partners have unlimited personal liability for obligations of the partnership.

4) A partnership is presumed to be at will unless the partners specially agree
otherwise,

5) A general partner must give notice to creditors prior to withdrawal in order to avoid

liability for subsequent acts or events.
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6) All partners (individually) have the apparent authority to bind the partnership and
all partners in the ordinary course of ownernship transactions except when 3™ party’s
acknowledgement of lacking actual authority.

7) Each partner is jointly and severally liable for all partnership obligations (whether
arising from tort or contract) incurred within the scope of partnership ownership.

8) When a judgment is obtained against the partnership and the partners, the
partnership assets must be exhausted before any general partner’s individual assets can be
attached,

2. A Distinct Entity Except for Federal Income Tax Purposes

Many states treat a partnership as an entity for most purpose, for instance, property
ownerships, legal obligations and employment. However, partnerships are not treated as
entities for federal income taxation, which means that a partnership does not pay federal
income tax; rather, partners file their own individual tax returns.

3. Not Always a Distinct Entity for Legal Purpose

As a legal entity, a partnership may sue or be sued in its own name. However,
partnerships are not completely separate from partners.

1) Full Personal Liability. Partners are fully and personally liable for the debts of
their partnership, and partners may be sued along with their partnership.

2) Defendant partnership or partner. There must be a judgment against the partner to
reach the personal assets of a partner, which means that the partner must be individually

named as a defendant in the lawsuit.

FORMATION OF A GENERAL PARTNERSHIP

Under common law and the Revised Uniform Partnership Act, to form a general
partnership is: (i) an agreement (i) between at least two competent persons (iii) to carry
on as co-owners a ownership for profit are needed. There is no requirement for a general

partnership to file with the states,

Adam and Bruce possess a joint ownership on a residential building. They are not
automatically deemed partners because that joint ownership is not substantial to form a
general partnership.

1, Capacity to be a Partner

Generally a partner can be an individual, a corporation or a partnership, even a minor
(voidable).

2. Intent

Intent to form is the key to formation. An express agreement is not necessary. An
agreement can be implied from conduct showing intent to enter a business for sharing

profits,
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Cindy and Dan start an ice-cream bar together. Cindy agrees provide the equipments
for making ice-cream, and Barb can make and sell products. They also agree to share the
profits. A partnership has been formed even though Cindy and Dan never expressly agreed
to form a partnership.

a, Unclear Intent _

There are a number of factors to determine the parties’ intent, the most important of
which is whether the parties have agreed to share profits (rise to a presumption of
partnership).

b. Exceptions

Profit to repay a debt, interest on a loan, to pay an employee wages, to pay a landlord
rent, etc. s are not indicating intents to form,

c. Other Factors

a) whether title to property (If ) is in a partnership name;

b) whether the parties call the arrangement a partnership;

¢) the amount of activity involved.

EXAMPLE

Abby owns a piece of land. Brian wants to rent it and build a drug store to run. Abby
leases the land to Brian who is willing to pay Abby 15% of the net profits earned to
Caroline, a vendor for the drug store, seeks to hold Abby liable for the goods as Brian’s
partner when Brian defaults on the payment for the goods. Caroline cannot recover from
Abby.

3. Generally Writing Not Necessary

As a general rule, a general partnership agreement need not be in writing, even if the
partnership is to own land. However, if the partners want to enforce an agreement to
remain partners for longer than one year, writing is required under the Statute of Frauds.

B MERT

ERFERAREEAKEMER: B— WAIRBEIMULSEKE. B2, —KF
BRI EES & H expressly or sompliedly) IS — I 5y e 2RBUF 18 , 1T 5 % 45 & B9 i
WA R, BMEMAT RS MBI . RE—FESL T BN RN E R, B
B A K AR R — 4R

LL3 BRHEARAS

R AT PR2S R AR PR B TS A, Bk AR b A B B AR A4, B 3 A
. BATTEUL, KA ik IS sIR K, LRk B 15

BREAHDTAFTREQ RN A RA R H— RSB R f k£ H R KT
W BE S . 05 o TR A BR A R 5 ABE#% . B8 b 0 21 B 45 4% 1 B corporate

tax) ,
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A corporation is a legal entity distinct from its owners (called “shareholders” or
“stockholders”) and manager. Creation of such an entity requires filing a document (called
the “articles of incorporation” in most states) with the state in which the corporation
operates.

1. Management of the Operations

Stockholders generally do not have the power to manage the day-to-day operations of a
corporation. Instead, management power is vested in directors, who are elected by the
stockholders. The directors usually delegate their power to run the day-to-day affairs of
the corporation to officers, whom the directors select.

2. Corporation Liable for Obligations

One of the main advantages of this form of ownership entity is that the stockholders,
directors, and officers generally are not personally liable for the obligations of the
corporation. Generally, only the corporation itself can be held liable. The owners risk only
the investment that they make in the ownership to purchase their ownership interests.

3. Continuity of Life

Another advantage of the corporate form is that because a corporation is an entity
apart from its owners and managers, it can continue to exist after the death or resignation
of such persons,

4. Transferability

Unlike the owners of most other ownership entities, stockholders are generally free to
transfer their ownership interests to whomever they want whenever they want,

5. Termination of a Corporation

Termination of corporate existence is known as dissolution. Dissolution requires
director and shareholder approval (and is considered a “fundamental change”).

1) Voluntary or Involuntary Action Required. In order to dissolve the corporation,
some act must be taken, which may be voluntary by the corporation or its aggregate
members or may be involuntary through judicial proceedings.

a. Judicial Dissolution. Judicial Dissolution can occur, for example, upon the petition
of a shareholder if it can be shown that the board of directors has committed a substantial
waste of corporate assets.

b. Merger. Dissolution automatically occurs when a corporation is merged into
another corporation,

2) Liquidation (winding up). Although dissolved by judicial decree or voluntary
dissolution, the corporation nevertheless continues in existence for purposes of winding
up. Liquidation, or winding up, involves the process of collecting the corporate assets,
paying the expenses involves, satisfying creditors’ claims, and distributing the net assets
of the corporation. Thus, even though legally dissolved, the corporation continues to
function throughout the liquidation period because problems may arise with regard to

actions involving the corporations, individual directors, and shareholders, Generally, the
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corporation is not permitted to enter into new contracts while winding up its affairs in a

dissolution.

1.1.4 &

i ll 42 B 2 el A% B 57 (independent) [ PR R LBLRG Al , L2278 3 i 45N
B A PR A BOR BT A BE5h, i T A Ml 5 BT 00 IR 43 A PR AL LA o A 554, I
X AN FIBL

— AT & s il P RMBEROL 55 WA, B2 B3 F 2 7 (subsidiary) L#& 464 T,
XA TEA R LB A ML, SEhR BB 24 Bl (parent company) 424t %5 4 7
BB S EE, HIE AN EIEMS 60, mEM R FRARIZ T, —BEZIFHk. X
I, Je SR AR SR AR L U T W 530 R . XTI HMBMAE, ELE 4 ZHRBH.

1.1.5 EFFF

ol e — N RB ORI EFEN . EEMF L SHAS R A2 RE TSR =
A ALVER S B, HANE (profit) J& T AL 7=, BT AR R4 MV $58 EIERL %

BR T R LGS OL, 6B A FAlL B AR IR BT, B A IR UEF N B, B
HRFHAMAHL.

Eaue

Tht | P YN | Wb A5 i3

&k Tk N LEAPRREL(IN RIS Iw
et PR 2 BAEATHE PIE LA AR AEHR

il & 1] HABNFEE Pig Ll FROR WEAR
FEEHMIL BA®E AR x BURHLAR B HI L

1.2 S{FSRNERAT

TRl TR RIEAZ )G , 8 F R4t %t & 1E (partnership) FB 3 7 FR 2 7 R A B
B, WFIRTR, SRR AR EA B N VEM, oM R 0 PR 7 B3R ~r 4ok RT—
HE 1 Fm A VERE THRES, K BB SRR, BiRar Ik R 28 40 B L KA T4E
WA R,

1.2.1 SENRESSIEsT

EEE=MES. —BE1E (general partnership) . B BR44E (limited partnership) fil&
PR3 1E-51E (limited liability partnership) .,
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1. —E1E

—J A YERI ALL_E B & 1EN (partner) 2 FHRI B R B &, B Ib R 4ERE 1 BAR S
P4t RIFFRIE N . — BB VERALE, A 1EAZ B4 b & B BE (investment) £ H 55 2%
(profit and loss) KD, WAMFRREEESZ AKBEFNLEN, BRLEATHIHE BR
I, (HE H B T A ER Y (partnership agreement) H{H,

2. AREE

RIEH RS ER BRI M, A -— % U _ETEBR AL S 4E A (general partner) f£4E ; IR
FEAEADLF R TRFETE Uiability) , AR T ESEAREERFRATFTE. AR
BERBAETE BERENBRELIRSELE, AR IRBEEN; —BEET AR
HERE, R THAELE EHNESBRCUREEXRFTHIEE.

wE—RE1E, AREERN S ERY L th & A ER B B8 FVE A1 5 #2 (profit and
loss) R 2B ARG HI |

3. HMRFEETE

HRFEAERMUTEREE, AEFRFTEEES, 2ESGELE U AMFE R HE—
BEANA KR EERFRETIE.

— = A BRFTAEAVEL B RIF (lawyer) 3,43 If (accountant) gk 4 | (legally) A
BB R B IR A R L TS A A A .

LIMITED LIABILITY PARTNERSHIP VS. GENERAL PARTNERSHIP

A limited liability partnership (LLP) is similar to a general partnership in most
respects, including the sharing of profits and losses, and generally all of the pros and cons
of a general partnership.,

a. Partner in an LLP not personally liable,

1) Generally not personal liable.

Partners are not liable for partnership contracts.

Not personally liable for the obligations or liabilities of the partnership arising from.
errors, omissions, negligence, malpractice, wrongful acts committed by employee, agent,
representative of the LLP.

2) LLP partners are liable for.

a) their own negligence or wrongful acts and for the negligence and

b) wrongful acts of those under their direct control.

3) Generally partners in an LLP are NOT personally liable for

a) the debts and contractual obligations of the LLP,

b) only liable to de extent of their capital contributions.

b. Formation.

1) A registration, statement of qualification, application for registration or certificate
of limited liability partnership must be filed with the states. A state may restrict LLP only

to professionals.
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2) Contents of Certificate of Limited Liability Partnership.

a) LLP’s name,

b) Name and location of its registered office.

¢) The number of partners.

d) Description of the business scope, etc. .

3) Most States Permit an Easy Transition From General Partnership to LLP.

4) A General Partner is not Usually Required. _

a) LLP does not require a general partner who is personally liable for all debts and
obligations.

b) Most states only allow LLPs for certain types of professionals.

¢) LLPs may be required to carry insurance to cover the negligence/malpractice of the

professionals and their subordinates.

LIMITED PARTNERSHIP
A limited partnership is a partnership made up of one or more general partners (who
have personal liability for all partnership debts) and one or more limited partners (personal

liability for partnership debts generally is limited to their capital contributions).
A MEEE
A5 LRI AR A Al M BAAFE , R A P 2FE — AN TRIUEA,

NATURE OF A LIMITED PARTNERSHIP

1. General Partners

a. A general partner is personally liable for all partnership debts.

b. May also be a limited partner at the same time.

c. May be a secured or unsecured creditor of the partnership (the advantage of being
secured creditor),

2. Limited Partners

a. A limited partner’s liability is limited to his investment and unpaid capital
contributions.

b. Limited partners’ names cannot be indentified with the business, or they might be
considered to be general partners and lose their limited liability status.

c. Limited partners must not participate in management, or they lose their limited
liability status (the limited partner may vote on issue regarding admitting partners, etc, ).

d. The owner of a limited partnership interest may assign his interest in the
partnership.

1) same as an assignment of a general partner’s interest in GP.

2) the assignee has limited rights to profits.

3) unless agreed, that assignor ceases to be a limited partner on the assignment of all



of his limited partnership interest.
e. A new partner can be added only upon the consent of all partners,
f. A limited partner does not owe a fiduciary duty to the limited partnership or to the

general partners,

1.2.2 SEHRERESEE

1. —R&1E

WHATANR , — A ERN A EA LR RS ERAE, KEHBADN AT, ®AIER, ¥4
BB, SVENDTLLAN A 7= 3 GRS 7 3 .

2. HREE

ETHERAEMRERERT, —REEFTRITRBERE,BAERGEURD RSN
T AL AN A PS5 A EMR S AR .

3. ARFHUEEIE

ARTESEMEREE—E XN THMAGKNAFTE RN ERIE RTARRAFE
TAL, BAOURE B BRB AT, RS U AM =M A MRS R R, A, AREEAKY
BEAZELT WAL, AGSIEIFAEL, BB EFTTRB LR LE,

1.2.3 BRHERAANFSSIRIL

B —FRAFMNEEESFERIEAF &R, FRIREAERE, Ba LM AR F 4
FRERBL . 565 B RIMER ARSI TR NA RIS, BEEAFE 2R it R EENELS
B2 7 2 REH B EBTRL

AL, U HEAERE, B8 TR0 A R A 7 B B0 KT8 & M R R3S,
B TR HIIS 54 FERNHET, AR ALFTESHTEXEE LA LHEL.

BB R AR SKEE AR A ER7, £t E EES B public corporation/
company (/> JF & 1T/ B Fl private corporation/company (JEAFFRFTA T .

1L RN EATAA

B B w] , AT E B EE 11 5 (stock market) $E f3Z 5y , ;X F X K Ak (general public) /A FF
RAT BRI~ B FR A A FF %4775 7 (public corporation/company) . '

EW AR EBHE AN Gnvestor) iHE H XA RHBRE . FEHK S (fund) , HMHX LIS
Hiz., H&EAN . BEHEAEERIAECBIBAF| (dividend) .

2. RN RITAE]

AERARAFFRR B A FFR K IEA FF & 4T/ 5] (private corporation/company), B F
XS AFEREE A EATH RITA TR S RIBEEZ A AT A A (owner) SRE KRB A )k
FrRGHRRE R A RE ANMRERABES.

BRVEIEATFRITAFHBREAERARE, AMZHTERNARBE, — BB
A (general investor) N5 L EX /A TR RE,

1.2.4 BHERATRMSIE
e B2 |l B9 4% 48 1) M\ B 4 # Cownership right) | ff #« 5 45 # (advantages and



