Self-check: (CU3 M3) Limited Liability Entities

1. LLCs are a "hybrid" form of business organization that offer the limited liability feature of corporations but the tax benefits of partnerships. Owners of LLCs are called:
players
*members
board of directors
None of these answers. 

2. Taxation of LLCs is:
not flexible. 
stagnant. 
*very flexible
no different than a sole proprietor. 

3. _______________ for an LLC can be as difficult as it is for a sole proprietorship, especially in the early stages of an LLC's business operations.
Bankruptcy
*Fundraising
Taxation
None of these answers. 

4. Most lenders require LLC members to_________________ any loans the LLC may take out.
guarantee with the company
file
*personally guarantee
None of these answers. 

5. LLCs are not the right form for taking a company ____________ and selling stock.
*public
private
to investors
None of these answers. 

6. The limited liabilities company (LLC) represents a new trend toward business organizations.
*True
False

7. LLC's can avoid double taxation by choosing to be taxed like a partnership or sole proprietorship.
*True
False

8. The limited liability partnership (LLP) is similar to the LLC, except it is designed for professionals such as accountants or lawyers who do business as partners.
*True
False

9. LLC's are formed by filing the articles of organization with the state agency charged with chartering business entities, typically the Secretary of State.
*True
False



10. LLCs are a "hybrid" form of business organization that offer the limited liability feature of corporations but the tax benefit of partnerships.
*True
False

11. A corporation is a separate ______________, separate and distinct from its owners.
*legal entity
business
entity
None of these answers. 

12. A corporation has continuity regardless of its:
partners. 
members.
*owners.
All of these answers. 

13. Many companies choose to incorporate in the state of _______even though they have no business presence there, not even an office cubicle.
Texas
*Delaware
Nevada
California





14. To start a corporation, the corporate founders must file the _______________ with the state agency charged with managing business entities.
*articles of incorporation
business documents
partnership agreement
None of these answers. 

15. Owners of companies are called:
equity owners.
*shareholders
stakeholders
owners. 

16. Certain small businesses can avoid double taxation by electing to be treated as S corporations under the tax laws.
*True
False

17. Unlike a sole proprietorship or general partnership, a corporation is a separate legal entity, separate and distinct from its owners.
*True
False

18. A corporation can be created for a limited duration or it can have perpetual existence.
*True
False


19. A corporation has continuity regardless of its owners because it is a separate legal entity.
*True
False

20. A domestic corporation is entitled to operate in its state of incorporation but must register as a foreign corporation to do business out of state.
*True
False

21. Large corporations may form subsidiaries for specific purposes, so that the parent company can have limited liability or advantages in tax treatment.
*True
False

22. Owners of corporations are known as shareholders and can range from a few in closely held corporations to millions in publicly held corporations.
*True
False

23. Shareholders of corporations have limited liability, but most are subject to double taxation of corporate profits.
*True
False

24. Federal law charters corporations.
True
*False

25. Shareholders elect a board of directors, who in turn appoint corporate officers to manage the company.
*True
False

26. In legal terms, ___________is only one of four methods of achieving expansion other than by internal growth.
*merger
buyback
swap
None of these answers. 

27. One method of corporate expansion is the ___________________ of another corporation.
*purchase of assets
takeover
repositioning
None of these answers

28. A bankrupt company, the "debtor," might use ______________ of the Bankruptcy Code to "reorganize" its business and try to become profitable again.
Chapter 4
*Chapter 11
Chapter 9 
Chapter 7




29. Under __________, the company stops all operations and goes completely out of business.
Chapter 6
Chapter 11
*Chapter 7
None of these answers. 

30. A company's securities may continue to trade even after the company has filed for bankruptcy under ________________.
*Chapter 11
Chapter 12
Chapter 6
None of these answers. 

31. Stockholders who vote must accept a plan before it can be implemented, and dissenters will have to go along with the majority.
*True
False

32. Committees of creditors and stockholders will not negotiate a plan with them to relieve the company from repaying part of its debt so the company can try and get back on its feet.
True
*False

33. Although the SEC does not negotiate the economic terms of reorganization plans, they may take a position on important issues that will affect the rights of public investors in other bankruptcy cases as well.
*True
False

34. Stockholders do not have to be notified of the Chapter 7 case because they generally don't receive anything in return for their investment unless in the unlikely event that creditors are paid in full, they will be notified and given an opportunity to file claims.
*True
False

35. When dealing with Chapter 11 bankruptcy the SEC, despite having a limited role, will review the disclosure document to determine if the company is telling investors and creditors important information they need to know as well as to ensure that stockholders are represented by an official committee if needed.
*True
False

35. A limited partnership has both general partners and _____________.
partners
lawyers
*limited partners
None of these answers.

36. Limited partnerships have to be formed in compliance with:
federal law. 
*state law. 
international law.
None of these answers. 





37. LLCs are a "hybrid" form of business organization that offer the limited liability feature of corporations but the tax benefits of ____________.
organizations
sole proprietors
*partnerships
None of these answers. 

38. Owners of LLCs are called ________.
*members
owners
champions
graduates

39. Taxation of LLCs is ___________.
very complex
generally simple
*very flexible
None of these answers. 

40. A limited partnership has both general partners and limited partners.
*True
False

41. Limited partnerships have to be formed in compliance with state law, and limited partners generally prohibited from participating in day-to-day management of the business.
*True
False

42. LLP stands for Limited Liability People.
True
*False

43. Limited liability partnerships are the same as limited partnerships.
True
*False

44. LLPs are especially popular with small local businesses.
True
*False

45. There are many advantages to doing business as a sole proprietor, advantages that make this form of doing business extremely popular; simply starts doing business, charging money, and providing goods or services.
it’s easy to create a sole proprietorship
there is no creation cost or time
The entrepreneur in charge of the business
*All of these answers

46. Depending on the business, some sole proprietors may need to obtain _________________ before they can begin operating.
lawyers
*permits or licenses
partners
None of these answers. 

47. _______________ can be a problem for sole proprietors.
Nothing
Partners
*Raising working capital
None of these answers. 



48. A general partnership is taxed just like a:
*sole proprietorship
partnership
LLC
None of these answers. 

49. General partnerships are also similar to sole proprietorships in:
limited liability
no liability
*unlimited liability
None of these answers. 

50. Many advantages of doing business as a sole proprietor include being easy to create, the entrepreneur in charge of the business starts doing business, charging money, and providing goods or services.
*True
False

51. An unattractive feature of being a sole proprietor is unlimited liability, the owner is personally liable for all the business's debts and obligations.
*True
False

52. Sole proprietors are no longer the most common way of doing business in the United States.
True
*False

53. A general partnership is not a separate legal entity, and partners are jointly and severally liable for the partnership's debts, including acts of malpractice by other partners.
*True
False

54. In most states general partners can also bring in limited partners, creating a limited partnership.
*True
False
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