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Forms of Business Entities
Sole Proprietorship 
Tax Implications
In a sole proprietorship, the owner and the business are legally the same people. The Federal government agency responsible for revenue service IRS does not regard sole proprietorship as a taxable entity. 
Liability
A sole proprietorship has unlimited liability. This means that the proprietors of the business are solely responsible for their assets and liabilities
Pros
· A sole proprietorship is easy to start
· No formalities required and No paperwork
· Tax filing is easy since loss or profit from Business is filed to the owner’s tax personal income tax return
Cons
· Unlimited liability-This is a big disadvantage since the owner you are fully responsible for the business’s debts
· No separation between the business and the owner
· Hard to get credit since the business entity is not registered
General Partnership
Tax implications
Under the Federal law, a General partnership is not legally taxable. Instead, the IRS taxes the individual owners at their respective tax rates. For purposes of tax, the partnership income is channeled through the partners who will then be taxed on it.
Liability
Under General Partnership there also exists unlimited liability. This means the partners are fully liable for the business assets and liabilities
Pros
· Easy to start since no paperwork or formalities is required
· Owners share losses together and absorb the profit together
· Partners can deduct business loses on the individual tax returns
Cons
· partners are individually liable for the  liabilities and debts of the Partnership
· In some instances such as Joint and several liability one partner may be liable for actions of another partner
· Disputes among partners may have a negative effect on the business.
Limited liability Company (LLC)
Tax implications
Generally, LLC are treated like General partnerships under the Federal tax laws unless they elect to be treated otherwise. They have the ‘tax-through’ taxation policy where no tax is paid at the business level. Instead, it is channeled through the owners who are required to pay any tax due at the individual level. However, LLC is not treated like Partnerships under the state tax laws.
Liability
Under the law an LLC has a legal status. This means that it has limited liability. The law provides protection from personal liability for the business debt.
Pros
· A good option for raising finances as owners do not have personal liability
· Owners can leave the business without the need to dissolve because it is a legal entity
Cons
A corporation is likely preferred to LLC in the case where there is the prospect of investors in public stock offering
C- corporation
This type of business entity is subject to corporate tax using the corporate income tax rates. It I also subject to double taxation where dividends distributed to owners are also taxed.
Liability
It has limited liability where stakeholder’s personal assets may not be seized when creditors demand their money.
Pros
· Owners do not have personal liability for the business liabilities and debts
· It is eligible for tax deductions under the federal law
· It has the ability to offer stock options enabling it to raise money in the future
Cons
· Expensive to create than partnership or sole proprietorship
· Faces double taxation 
· Stakeholders cannot deduct losses on the personal tax returns

S corporation


Tax implications
It is a type of corporation that has filed with the IRS to be treated like a partnership for tax purposes. It is neither subject to corporate tax nor double taxations. Instead, it is taxed using the pass-through taxation policy.
Liability
It has limited liability 
Pros
· Owners do not carry personal liability for the business debts
· No double taxation and corporate taxation
Cons
· More expensive to create 
· Need to comply with corporate formalities

Best form of entity that suits my needs
A sole proprietorship is the best business entity that suits my needs. Firstly I intend to work alone thus this type of business structure will meet my needs. Additionally, it is easy to start and maintain. There are few disadvantages to consider in this type of business entity
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