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[0 O decisions without accounting to board members] partnersC] or stockholders. Sole proprietors may hire
employees.[] O This form of business also has disadvantages. FirstC] the owner is exposed to unlimited liability.
That means the owner is personally liable for all debts of the business. These debts may be incurred as a result-of a
contract obligation or as a result of tort liability. Second the sole proprietorship is normally not in the best
position to raise large sums of money. This is true because its ability to repay loans is limited by the assets of the
individual proprietor.00 O The sole proprietorships lack of continuity is another disadvantage of this business
entity. If the owner diest] or becomes too ill to continue operation of the business there is no separate legal
entity in existence with which the publicC] creditorsC] or suppliers can deal to ensure the continuity of the
business.[] [ 3. General Partnership] [ The partnership form of organization involves two or more persons and
[0 assuchl is more complex than the sole proprietorship.[] [ Partnerships are classified as either general[] or
limited.[] The main distinctions between the two classifications are that. [J all one or more partners in the limited
partnership have limited liability —— that isC] their liability is limited to the extent of their investment in the
partnership-whereas all partners in a general partnership have unlimited liability(] and O bOJ limited partners have
no control over the everyday management of the partnership] whereas general partners have a voice in the
everyday management.
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