Chapter 22: Forms of business organizations
Sole proprietorship – one person owns all assets

Flexibility, created without formal agreements, least costly

General partnership – created when two or more persons form a partnership

Express or implied

Allows for variety of operational and profit sharing

Joint venture – onetime partnership of two or more persons for a specific purpose 

Limited Partnership – partnership consisting of general partners and limited partners, general partners held severally liable, limited partners not liable beyond capital they contributed, have to file
Often used to raise capital, more difficult to create than general partnership

Corporations

Organization authorized by state law to act as legal entity distinct from owners 

Liability of shareholders is limited to investments, raise significant capital, perpetual life, file forms
Taxed on two levels

S corporations

Avoid double taxation, file forms
1) no more than 75 shareholders 

2) must have only one class of stock

3) corporation genrealy may not own 80% or more of any other corporation

4) corporation must file a timely election 

Close corporations – one whose shares are held by a small number of persons, often family, typically 30 shareholders, file forms
Limited liability companies

Combines tax advantages of pass-through with limited liability advantages of corporations, must say LLC, members who form company elect managers, limit liability to amount invested and have control, lack of restrictions on shareholders, file forms

Costly to prepare operation agreement

Limited liability partnerships

Insulate partners from vicarious liability for certain partnership obligations (lawyer, doctors, etc) file forms

Piercing the corporate veil

Shareholders can be held liable for claims against the corporation
