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Sole Proprietorship - A business owned and operated by one individual.















Partnership - An association of two or more persons who carry on as co-owners of a business for profit
General vs limited Partnership:











Advantages and Disadvantages of Partnerships:








Corporation - A legal entity created by the state, whose assets and liabilities are separate from its owners.
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Elements of a Corporations:
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Reasons for success:
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Reasons for Failure:
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eCanadian Business Corporation Act
« If operating in more than one province
« Draw up articles of incorporation
eProvincial Corporation Acts
« If operating in only one province
eMust use Limited (Ltd.), Incorporated (Inc.) or
Corporation (Corp.) in name

 British firms use PLC, Germans use AG
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eNon-Profit Corporation

= Corporation that focuses on providing service rather than
making a profit

eIncome Trust

= Avoid tax by distributing most of their earnings to investors
¢ Government announced will begin taxing them in 2011
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eSubsidiary Corporation

= Corporation in which the majority of the stock is owned by
another corporation, known as the parent company

eHolding Corporation

= Corporation that controls one or more companies through
ownership of their common stock

¢Crown Corporation

= Corporations owned and operated by a federal, provincial or
municipal government
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Board of Directors A group of individuals, elected by the stockholders
to oversee the general operation of the corporation, who set the
corporation’s long-range objectives

Stock Ownership — preferred stock A special type of stock whose
owners, though not generally having a say in the running of the
company, have a claim to profits before other stockholders

Stock Ownership — common stock Stock whose owners have voting
rights in the corporation, yet do not receive preferential treatment
regarding dividends
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Advantages

e Limited liability

e Transfer of ownership
e Perpetual life

e External sources of
funds

e Expansion potential
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Disadvantages

Double taxation
Forming a corporation

Disclosure of
information

Employee-owner
separation
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Merger

Acquisition

The combination of two
companies (usually
corporations) to form a new
company

The purchase of one
company by another,
usually by buying its stock
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Leveraged Buyout (LBO)

A purchase in which a group of investors
borrow money from banks and other
institutions to acquire a company (or
division of one) using the assets of the
purchased company to guarantee
repayment of the loan.
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rowth businesses
more ikely to

suse professional advisors
shave formally educated owners
*incorporate

use the internet
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eHard work, drive and dedication
eMarket demand

eManagerial competence

eLuck
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ePoor management skills
eInadequate marketing capabilities
eInadequate financial capabilities
eInadequate production capabilities
ePersonal reasons

eDisasters
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Disadvantages

e Unlimited liability

e Business responsibility
e Life of the partnership
e Distributions of profits

e Limited sources of
funds

e Taxation
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Advantages

Ease of organization

Availability of capital
and credit

Combined knowledge
and skills

Decision making
Regulatory controls
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General partner

Limited partner

Joint Venture

A person who assumes
full co-ownership of a business

A person who

contributes capital to a

business but is not
active in managing it

A partnership
established for a specific

project or for a limited time
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Disadvantages

Unlimited liability
Limited sources of funds
Limited skills

Lack of continuity

Lack of qualified
employees

Taxation




image5.png
Advantages

Ease and cost of
formation

Secrecy

Distribution and use of
profits

Control of the business
Government regulation
Taxation

Closing the business




