
Business Law and Bankruptcy

Class 2



Corporate Taxation

•Double Taxation:

• Corporate profits are taxed when they are made as 
income.

• When “dividends” are paid out to the shareholders, 
they are taxed to the shareholders again as their 
income.

• If dividends are kept in the corporation, shareholders 
are not taxed, but the shareholders will be taxed 
when they sell their shares (capital gains tax).
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Corporate Liability

• Liability of the corporation itself:
• The corporation is liable for any act by any of its 

employees that is taken in furtherance of the 
corporation’s business

• The corporation is liable for “pre-incorporation” 
contracts if they are adopted by the corporation or 
if the corporation accepts their benefits

• For torts by employees, the vicarious liability rules 
from torts apply

• Criminal liability can also attach to a corporation
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Corporate Liability

• Liability of Directors and Officers to the Shareholders:

• Directors and Officers owe to the Shareholders duties of 
loyalty and care. Breach of these duties can result in 
liability to the shareholders.

• Directors and Officers are protected by the “Business 
Judgment Rule”

• Liability of Shareholders to creditors of the corporation:

• With certain exceptions, shareholders are not liable for 
corporate debts. Their maximum possible loss is 
whatever their investment in the company was. This is 
known as “limited liability.”
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QUIZ TIME!
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UPA Title Page

UNIFORM PARTNERSHIP ACT (1997)

Drafted by the

NATIONAL CONFERENCE OF COMMISSIONERS
ON UNIFORM STATE LAWS

and by it

APPROVED AND RECOMMENDED FOR ENACTMENT

IN ALL THE STATES

at its

ANNUAL CONFERENCE

MEETING IN ITS ONE-HUNDRED-AND-FIFTH YEAR

SAN ANTONIO, TEXAS

JULY 12 - JULY 19, 1996

WITH PREFATORY NOTE AND COMMENTS

COPYRIGHT© 1994, 1996, 1997

By

NATIONAL CONFERENCE OF COMMISSIONERS
ON UNIFORM STATE LAWS

Approved by the American Bar Association
San Antonio, Texas, February 4, 1997
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Articles of Corporation – Example 

New York State

Department of State

Division of Corporations, State Records

and Uniform Commercial Code

Albany, NY 12231

CERTIFICATE OF INCORPORATION

OF

Example, Inc.

Under Section 402 of the Business Corporation Law
FIRST: The name of the corporation is: Example, Inc.
SECOND: This corporation is formed to engage in any lawful act or

activity for which a corporation may be organized under the
Business Corporation Law, provided that it is not formed to
engage in any act or activity requiring the consent or approval of
any state official, department, board, agency or other body
without such consent or approval first being obtained.

THIRD: The county, within this state, in which the office of the
corporation is to be located is: Rockland County, Inc.

Business Law and Bankruptcy – PLG-105 7



Articles of Corporation – Example 2

FOURTH: The total number of shares which the corporation shall
have authority to issue, and a statement of the par value of each
share or a statement that the shares are without par value are:
200, No Par Value.

FIFTH: The secretary of state is designated as agent of the
corporation upon whom process against the corporation may be
served. The address to which the Secretary of State shall mail a
copy of any process accepted on behalf of the corporation is:

SIXTH: (optional) The name and street address in this state of the
registered agent upon whom process against the corporation may
be served is: 123 Main St. Hypoville, NY 10940

SEVENTH: (optional—the existence of the corporation begins on
the date the certificate of incorporation is filed by the Department
of State. Corporate existence may begin on a date, not to exceed
90 days, after the date of filing by the Department of State.
Complete this paragraph only if you wish to have the corporation's
existence to begin on a later date, which is not more than 90 days
after the date of filing by the Department of State.) The date the
corporate existence shall begin is:
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Articles of Corporation – Example 3
EIGHTH: The duration of this corporation shall be perpetual.
NINTH: The initial board of directors will be:

John Doe
123 Main St.

Hypoville, NY 10950

Jane Doe

123 Main St.

Hypoville, NY 10950

Mary Smith

121 Main St.
Hypoville, NY 10950

Incorporator Information 

John Doe

123 Main St.
Hypoville, NY 10950
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Delaware Corporate Code
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History of the SEC

Business Law and Bankruptcy – PLG-105 11



Sample Commercial Incorporator Website
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