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ABSTRACT

The small and medium enterprises are mostly based on the sole proprietorship or the family
business which are not legally registered. Thus, the government cannot collect taxes from these
enterprises. Additionally, the study finds that it is difficult for small and medium enterprises, which
have never been registered and which have been registered as the ordinary partnership or limited
partnership, to be registered as the limited company owing to the fact that the Article 1097 of Civil and
Commercial Code prescribes that at least three or more persons are needed to form a limited company.
In order to solve the problem, the small and medium enterprises may invite other persons, who may
not intend to undertake the business, to hold the share. This is contrary to the spirit of law and the
principle of business participation which is indicated in the Article 1012 stating, “A contract for the
organization of a partnership or company is a contract whereby two or more persons agree to unite for
a common undertaking, with a view of sharing profit which may be derived there from”. Therefore,
this research proposes to amend Book III, Special Contract, Title XXII, Partnerships and Companies,
Chapter IV, Limited Company of Civil and Commercial Code in order to avoid inviting other persons
to hold the shares because of the condition of the law. Moreover, the amendment can increase the

business flexibility and this also helps the government collect more taxes.



