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ENTITY TYPE LIABILITY TAXATION FORMATION MAINTENANCE

Sole Proprietorship

General Partnership

Limited Partnership

Limited Liability
Company

Owner personally liable
for business debts. Same
advantages as a regular
limited liability company.

Owner (partners)
personally liable for
business debts

Limited partners have
limited personal liability
for business debts as long
as they don't participate
in management.

Combines a corporation's
liability protection and
pass-through tax
structure of a partnership.

Owner reports profit or
loss on his or her personal
tax return.

Owner (partners) reports
profit or loss on his or her
personal tax returns.

The limited partnership
provides the limited
partners a return on their
investment (similar to a
dividend), the nature and
extent of which is usually
defined in the partnership
agreement.

IRS rules now allow LLCs to
choose between being
taxed as partnership or
corporation.

Simple and inexpensive to
create and operate. No filing
necessary.

Simple and inexpensive to
create and operate. No filing
necessary.

Suitable mainly for companies
that invest in real estate.

More expensive to create than
general partnership.

More expensive to create than
partnership or sole
proprietorship

No formal corporate maintenance
is required.

General partners can raise cash
without involving outside
investors in management of
business.

Limited partners have no
management authority, and
(unless they obligate themselves
by a separate contract such as a
guaranty) are not liable for the
debts of the partnership.

Sale of member interests may take
place per company policy.Signifi-
cantly easier to maintain than a
corporation.




