Assignment Four

1) Beth Wilson asked Karl Josephson to work with her interior design business which was called Wilson’s Collections. At the time they were romantically involved. Karl was unemployed, but a quick study. Karl became involved in the business rapidly. He worked with the bookkeeping, marketing, and design of the product. He was not paid a salary, but was reimbursed for Wilson Collections expenses charged to Karl’s credit card. Sometimes Beth had used Karl’s card for Collections business expenses also. Karl took no profits out of the business, saying he wanted to “grow the business” and “build sweat equity.” When Beth and Karl’s relationship deteriorated, Beth fired Karl. Is Karl entitled to 50% of the profits of the business?

2) You are 22 years old and an enterprising young person who has a “big idea” which you believe will make you a millionaire. It involves developing a computer application (app) that will enable women and men in a wedding party to access all available styles of dresses and tuxedos and order them online. This includes a way for potential customers to accurately provide their measurements for the clothes for ordering purposes. You have some background in finance and a little in computer coding. Your friend Zeke is a coding whiz and is interested in helping you. Your parents have a substantial net worth and are willing to help also. They not only want to help, but your dad actually wants to be an investor. He doesn’t want to participate in any management or operational questions. He just wants to be an investor. You figure out that you need $100,000 to get started.  Your dad will kick in $25,000. Zeke doesn’t have any money nor does his family. You have some stock that your grandparents gave you when you were 10 years old. It is worth $10,000. You will need to borrow from the bank the rest – approximately $65,000. Your dad is concerned about legal risks from the business. Zeke cares more about getting paid. You want to be protected from legal liability and financial risk as much as possible. You worry about what if you can’t pay the bank back and what if your business fails to deliver to customers and ruins a wedding? 
A) Which of the following forms of business entity should you choose for your venture?
a) Sole proprietorship    (P)
b) General partnership    (GP)
c) Limited partnership     (LP)
d) Limited Liability Company (LLC)
B) Since you want Zeke and your dad involved as well as yourself, what roles should each of them play – employee, general partner, limited partner, member or something else? 
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