VA ES N4

Forming a U.S. Busmess

Partnership
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3. Forming a U.S. Business

The selection of the “best” U.S. entity for a Chinese person depends on a
variety of factors such as whether the Chinese business is a publicly traded
company or whether it is closely held, whether the U.S. business will be held

individually or by an entity, and whether a holding company is involved.
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Ms. Liu exported goods from China. Her business in the U.S. had grown so
much that she wished to have a U.S. sales office and a U.S. warehouse. She had
been advised that the most common form of entity a foreign person uses when
forming a U.S. business is a U.S. corporation. For a publicly traded company, this
may well be a very good choice of entity selection. However, the same is not true

many times for closely held businesses.

By using a U.S. limited partnership we were able to save Ms. Liu
approximately 1% to 3% in income tax a year. Further, Ms. Liu anticipated that her
U.S. entity would be worth approximately $5 million when she sells it in another 10
years. By using an advanced limited partnership structure combined with another
entity, the estimated tax saving when the business sells is approximately $1 million
(20% x $5 million).
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