ALAMo – BMSK 4012
Multiple Choice Test on the Formation of a New Company

Sole Trader
1	What is a key characteristic of a sole trader business?
A) It is owned by shareholders.
B) It is run by a board of directors.
C) It is owned and operated by one individual.
D) It requires at least two partners to start.

2	Which of the following is an advantage of being a sole trader?
A) Limited liability.
B) Easier to raise capital.
C) Full control over business decisions.
D) Shared responsibilities.

3	What is a significant disadvantage of being a sole trader?
A) Difficult to establish.
B) Unlimited liability.
C) Complex regulatory requirements.
D) Difficulty in transferring ownership.

Partnership
4	What defines a partnership?
A) A business owned by a single individual.
B) A business owned by the government.
C) A business owned and operated by two or more individuals.
D) A business owned by shareholders.


5	Which of the following is a benefit of forming a partnership?

A) Limited liability.
B) Easier to raise funds compared to sole trading.
C) Simple decision-making process.
D) No need for partnership agreements.

6	What is a potential drawback of a partnership?
A) Limited to public trading.
B) Liability is shared among partners.
C) Only one person can make decisions.
D) No need for legal agreements.

Limited Liability Partnerships (LLPs)
7	What is the main feature of a Limited Liability Partnership (LLP)?
A) Partners have unlimited liability.
B) Partners have limited liability.
C) Owned by shareholders.
D) Governed by a single individual.

8	Which is an advantage of an LLP?
A) All profits are distributed to shareholders.
B) Partners are not personally liable for the business debts.
C) Simplified tax structure.
D) No need for legal documentation.

9	What is a disadvantage of an LLP?
A) Limited growth potential.
B) Complex and expensive to establish.
C) Unlimited liability.
D) No flexibility in management structure.

Limited Companies
10	What characterises a limited company?
A) Unlimited liability for owners.
B) Owned by one individual.
C) Owners' liability is limited to their shares.
D) No legal distinction between the company and its owners.

11	Which of the following is an advantage of forming a limited company?
A) Easier to manage.
B) Limited liability for shareholders.
C) Simpler tax filings.
D) Less regulatory scrutiny.

12	What is a common disadvantage of a limited company?
A) Unlimited liability.
B) More complex and costly to set up and run.
C) Owners are personally responsible for debts.
D) Limited ability to raise capital.

Franchises
13	What is a franchise?
A) A type of partnership.
B) A business owned by the government.
C) A business where individuals buy the rights to operate under an established brand.
D) A business operated by a single individual.

14	Which is a benefit of buying a franchise?
A) Total control over the business.
B) Established brand recognition.
C) Unlimited liability.
D) No initial investment required.

15	What is a potential disadvantage of a franchise?
A) Full control over business decisions.
B) Higher risk compared to starting a new brand.
C) Limited operational flexibility.
D) No support from the franchisor.

Social Enterprises, Co-operatives, and Charities
16	What is the main purpose of a social enterprise?
A) To maximise profit for shareholders.
B) To address social, environmental, or cultural goals.
C) To provide a return on investment.
D) To operate for the personal gain of owners.

17	Which of the following best describes a co-operative?
A) A business owned by one individual.
B) A business owned and run by its members for mutual benefit.
C) A non-profit organization.
D) A business focused solely on environmental goals.

18	What is a characteristic of a charity?
A) Operates for profit.
B) Provides private benefits to members.
C) Operates to benefit the public or specific causes.
D) Limited to a few stakeholders.
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