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Business Organizations

Sole Proprietorship

Sole Proprietorship exists when a single
business owner operates a business without
taking steps to establish a formal organiza-
tion. The proprietor is liable for all of the
debts and expenses of the business, and
receives all of the net income.

Ownership of real estate is in the name of

the individual, even though he/she may be
operating under a trade name. If a trade or
assumed name is used, a trade name affidavit
must be prepared and recorded in each county
where the individual conducts real property
transactions. Title vests as “Joe Jones d.b.a.
Jones Enterprises” or “Jones Enterprises, a
sole proprietorship of Joe Jones.”

Required signature: Individual

Evidence of existence: Trade Name Affidavit

Corporation

A Corporation is created by statute to act as a
legal person, vested with certain legal powers.
These powers include the power to sell,
convey, purchase, and encumber real prop-
erty. A board of directors and the appoint-
ment of officers is required to conduct the
business and affairs of the corporation. The
corporation is owned by the shareholders who
have limitation of liability for debts of the
corporation. The existence of the corporation
is evidenced by the filing of the Articles of
Incorporation with the Secretary of State of
the state under whose laws it wishes to oper-
ate. If the corporation intends to operate in a
number of states, it incorporates in one state
and then qualifies to do business in other
states. A corporation may be public or private,
domestic or foreign, and profit or nonprofit.

Required signature: President, vice presi-
dent, or chief executive officer

Evidence of Existence: Filing of Articles of
Incorporation with the Secretary of State

Joint Venture

A Joint Venture exists under common law and
consists of two or more individuals or busi-
ness entities. It is a partnership formed for a
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specific—as opposed to a general—business
purpose. No formal filing requirements are
necessary to create the entity. For owner-
ship of real property, the joint venturers are
treated as tenants in common. All are required
to act on behalf of the organization unless a
Joint Venture Affidavit has been prepared and
recorded pursuant to CRS §38-30-166 and
provides for the signatory of fewer than all
of the joint venturers. Title vests in the name
of the joint venture.

Required signature: All joint venturers

Evidence of existence: Joint Venture
Affidavit

General Partnership

A General Partnership consists of two or
more individuals or other business entities
who

co-own the business and its assets. General
partners are jointly and severally liable for
the debts and other liabilities of the business.
Partnerships file only an informational tax
return, and profits and losses are taken
directly by the partners.

Assets, including real estate, are owned

by the partnership and not the partners
individually. Each partner’s interest in the
partnership is “personal property” in
Colorado. Colorado does not require formal
filing of the partnership, but the recording of
a Trade Name Affidavit, reflecting the name
and business address of the partnership and
the names and addresses of all partners, is
necessary. General Partnerships exist under
common law, although in recent years most
states, including Colorado, have adopted
the Uniform Partnership Act (CRS §7-60-
110). Amendments to the Limited Liability
Company Act, effective July 1994, permit a
General Partnership to convert to a Limited
Liability Partnership.

Real property may be acquired in the partner-
ship name and title so acquired can be
conveyed only in the partnership name (CRS
§7-60-108). Every partner is an agent of the
partnership for the purpose of its business
(CRS §7-60-109) and property in the name



of the partnership may be conveyed by any
partner (CRS §7-60-110).

Required signature: Any general partner

Evidence of existence: Trade Name Affidavit

Limited Partnership

A Limited Partnership is an entity created by
statute (CRS §7-62-101 to 1201) and consists
of one or more general partners plus one or
more limited partners. The general partners
are jointly and severally liable for all of the
debts and other liabilities of the partnership.
Limited partners are not so liable and risk only
the amount of their respective capital contri-
bution to the partnership. The management

of the affairs of the partnership is conducted
by the general partners. The limited partners
have no voice in the operation of the business.
Treatment for income tax purposes is similar
to the General Partnership.

To be properly created, each Limited
Partnership must file a Certificate of
Limited Partnership with the Secretary of
State. Amendments to the Limited Liability
Company Act, effective July 1994, permit a
General Partnership to convert to a Limited
Liability Limited Partnership.

Required signature: Any general partner

Evidence of existence: Certificate of Limited
Partnership

Limited Liability Company

A Limited Liability Company (“LLC”) is a
non-stock business organization created by
CRS §7-80-101 through 913 that combines the
tax advantages of partnerships with the limited
liability of corporations. LLCs, along with
LLPs, LLLPs, and LPAs, are quickly becom-
ing the entity of choice for small businesses
desiring to limit the liability of their members.

As with Limited Partnerships and
Corporations, the LLC must file Articles
of Organization with the Secretary of State.
Depending on the date of organization, the
LLC may be managed by an appointed
manager (pre July 1, 1994) or by any of

its members (post July 1, 1994, or if an
Amendment has been filed).

Required signature: Manager (if organization
formed prior to July 1, 1994); Manager or any
member (if organization formed after July 1,
1994)

Evidence of existence: Articles of
Organization and Operating Agreement

Limited Liability Partnership

A Limited Liability Partnership (“LLP”)
became effective May 24, 1995, and signifi-
cantly changed partnership law. It provides
a vehicle for existing and future General
Partnerships to register with the Secretary
of State and thus obtain limited liability for
its general partners. The name of an LLP
must contain the words “Registered Limited
Liability Partnership” or “Limited Liability
Partnership” or the abbreviations “L.L.P.,”
“LLP,” “R.L.L.P.,” or “RLLP.”

Required signature: Any general partner

Evidence of existence: Certificate of
Registration and Partnership Agreement

Limited Liability Limited
Partnership

A Limited Liability Limited Partnership
(“LLLP”) also became effective May 24,
1995, and permits existing and future Limited
Partnerships to register with the Secretary of
State, thus affording the general partners of
the Limited Partnership the same liability
protection granted general partners of an LLP.

Required signature: General partner

Evidence of existence: Certificate of
Registration and Partnership Agreement

Conveying and encumbrancing
property

Business organizations that are required to file
with the Secretary of State need to file all of
their proper documentation to remain in good
standing. If an organization fails to file
properly, it will be suspended and can, after
a period of three years, be dissolved by
operation of law. A suspended organization
can continue to mortgage and convey;
however, a dissolved organization has the
power only to convey. To check the status

of a Colorado organization online, visit
http://www.sos.state.co.us/.

Disclaimer: This publication is designed to provide accurate and
authoritative information in regard to the subject matter covered.
It is distributed with the understanding that the publisher is not
engaged in rendering legal, accounting, or other professional
service. If legal or accounting advice or other expert assistance
is required, the services of a competent professional should be
sought.
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