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Business Entities
Out of the various business entities, I would choose a limited liability company for my startup. This is because through this business entity, I will be able to avoid double taxation, choose the location for my business, protect my assets and make changes easily. A limited liability company is an entity that gives both legal advantages and disadvantages to the owner. The advantages range from liability protection to tax benefits, whereas the disadvantages may include lack of consistency and uniformity among the laws that govern this type of entity. Generally, I would choose to start a limited liability company because it provides for separation between personal assets and company assets, and this allows for some legal protection. Below is a comprehensive analysis of the advantages and disadvantages of limited liability companies, partnerships, corporations and sole proprietorships. 
Limited liability Company
Advantages
· Limited liability: The debt and duties liabilities of members of a limited liability company are limited to their personal investment. This means that is the company is sued; the members’ personal assets such as real estate and bank accounts are protected. Members can only loose the funds invested in the business only. 
· Pass-through taxation: For taxation purposes, income from the business can be treated as the members’ personal income. Therefore, it is not subject to some national taxes like in corporations
· Ownership is limitless: Several legal structures limit the number of individuals permitted to file as owners (Classé, pg 44). In limited liability companies, the number of owners has no limit, and it have a single member or hundreds of them. 
· Flexibility of allocation: In a limited liability company, the members’ investment amount does not need to be equal with their ownership percentage. After its formation, the members create an operating contract, where various percentages of the profits and losses are assigned to owners without considering how much each member contributed as initial investment. 
· Management freedom: Limited liability companies do not need to have yearly meetings, board of directors or strict book requirements as it is the case with standard corporations. This frees up a lot of time and stress, and therefore, the business can be run on personal conditions. 
Disadvantages
· Capital building: A limited liability company has to work extra harder to source for investors and capital because of the greater legal duties and state fillings that are involved to add new members in the limited liability company. 
· Government regulation: As a result of the protections afforded to a limited liability company, various types of businesses are ineligible to file as limited liability companies and medical service companies are some of the businesses that may be barred from filling. However, these rules vary with states. 
· Taxation: Despite that limited liability companies permit members to avoid national taxes, the firm might end up paying a greater amount of tax than it would pay with a different model depending on matters like the nature of the business. 
 Partnerships	
Advantages 
· Easy to begin: A partnership can be formed through a verbal or written agreement by the partners, who can also personally need to register for self assessment, and it can be done online
· Burden sharing: Partners benefit from the companionship and mutual support and therefore partners do not feel stressful and daunting as it is usually the case in starting and managing a business alone. There is also a Better decision-making in partnership since two heads are better, in business. 
· Privacy: Partners in a partnership are able to keep their business affairs in confidentiality as there are no documents that should be made available for public domain
· More partners, more capital: The more partners there are, the more money there may be available from their combined resources to invest into the business, which can help to fuel growth (Bouchoux,, pg 68). Together, their borrowing capacity is also likely to be greater.
Disadvantages	
· The business has no independent legal status: A business partnership has no independent legal existence distinct from the partners. By default, unless a partnership agreement with alternative provisions is put in place, it will be dissolved upon the resignation or death of one of the partners. This possibility can cause insecurity and instability, divert attention from developing the business and will often not be the preferred outcome of the remaining partners.
· Unlimited liability: Because a partnership does not have a separate legal personality, the partners are personally liable for debts and losses incurred. So if the business runs into trouble your personal assets may be at risk of being seized by creditors, which would generally not be the case if the business was a limited company. The partners are jointly and severally liable. As one partner can bind the partnership, you can effectively find yourself paying for the actions of the other partners. If your partners are unable to settle debts, you’ll be responsible for doing so. 
· Sharing of profits: under the Partnerships Act 1890, profits are shared equally.  However, this position can be amended by a partnership agreement.
· Sharing profits equitably can raise hard questions like for instance, How to value different partners’ respective skills.  
· Limited access to capital: While a combination of partners is likely to be able to contribute more capital than a sole trader, a partnership will often still find it more difficult to raise money than a limited company. Banks may prefer the greater accounting transparency, separate legal personality and sense of permanence that a limited company provides. To the extent that a partnership business is seen as higher risk, a bank will either be unwilling to lend or will only do so on less generous terms.
 Corporations
Advantages:
· Limited liability: Corporation’s shareholders are only liable up to the amount of their investments. The corporate entity covers them from any additional liability.
· Source of capital: A publicly-held corporation in particular can raise substantial amounts by selling shares or issuing bonds.  
· Ownership transfers: It is not particularly difficult for a shareholder to sell shares in a corporation, though this is more hard when the entity is privately-held 
· Perpetual life: There is no boundary to the life of a corporation, since ownership of it can pass through many generations of investors.
Disadvantages
· Double taxation: Depending on the type of corporation, it may pay taxes on its income, after which shareholders pay taxes on any dividends got, so income can be taxed twice.
· Excessive tax filings: Depending on the kind of corporation, the various types of income and other taxes that must be paid can require a large amount of paperwork.
· Independent management: If there are many investors having no clear majority interest, the management team of a corporation can operate the business without any real oversight from the owners.
Sole proprietorship
Advantages
· Simplicity of formation: Starting a sole proprietorship is much less difficult and cheaper than starting an official corporation.  In several cases sole proprietorships are created without the double taxation standards applicable to most corporations.
· Tax benefits: The owner of the business is not required to file a separate business tax report. Instead, they list business information within their individual tax return thus save extra costs on accounting and tax filing. 
· Employment: Sole proprietors can hire employees. Leading to many of the benefits associated with job creation. 
· Decision making: the entire business management and decisions remains in the hands of the owner, who can also fully transfer the sole proprietorship at any time as they think necessary.
Disadvantages
· Liability: The sole proprietor is directly responsible for any losses, debts, or violations coming from the business and can be sued for any illegal acts done by the employees (Mancuso, pg. 98).  Taxes: While there are many tax benefits to sole proprietorships, a main drawback is that the owner must pay self-employment taxes. Also, some tax benefits may not be deductible, such as health insurance premiums for employees
· Lack of “continuity”: The business ceases to exist if the owner dies, or becomes incapacitated, since they are treated as one and the same. 
·  Difficulty in raising capital: the business owner provides the initial funds, which can be hard to generate as they do not issue stocks or other money-generating investments like corporations do  
In forming a limited liability company, only two important documents are required. These documents are; Articles of Organization and Operating Agreement. The articles of organization is the legal basis for a limited liability company, which outlines basic information of the business including the business’ name, purpose, principle place, registered agent, management structure and duration. The operating agreement is a document that outlines the businesses basic information like ownership percentage of the members, the way through which profits and losses are shared, and the voting rights. 
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