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Sole 

Proprietor

 

Partnership

 

C

 

Corporation

 

S

 

Corporation

 

Limited Liability 

Company

 

Creation

 

No written 

document is 

necessary

 

By oral or 

written 

agreement

 

Articles of 

incorporation 

filed with state

 

Articles of 

incorporation 

filed with state

 

Operating 

agreement/articles 

of organization 

filed with state

 

Life span

 

Expires 

when owner 

dies

 

Agreement can 

set time, 

otherwise, 

dissolved at 

death of any 

partner

 

Continues on 

after 

shareholder’s 

death

 

Continues on 

after 

shareholder’s 

death

 

May dissolve on a 

member’s death, 

retirement, 

bankruptcy, 

resignation or 

expulsion.

 

Management 

responsibility

 

Sole 

proprietor

 

Partners

 

Board of 

directors 

elected by 

shareholders

 

Board of 

directors 

elected by 

shareholders

 

Managers

 

Liability

 

Sole 

proprietor is 

personally 

liable for all 

debts

 

Each partner is 

personally 

liable for all 

business debts 

or liabilities

 

Liability 

limited to 

assets of 

corporation, not 

shareholder’s 

assets

 

Liability 

limited to 

assets of 

corporation, not 

shareholder’s 

assets

 

Liability limited 

to assets of 

company, not 

member’s assets

 

Income taxes

 

All income 

and 

expenses 

are on sole 

proprietor’s 

tax return

 

Partnership 

prepares 

information 

return, but 

income is 

taxable to 

partners

1

 

Corp. pays tax 

on income, less 

expenses.  

Reasonable 

salaries are 

deductible to 

corporation and 

taxable to 

employees 

 

S corporation 

files 

information 

return, but 

income is taxed 

to 

shareholders

1

 

Company files 

information 

return, but income 

is taxed to the 

owners 

(members)

1

 

Sale or 

transfer 

during 

lifetime

 

Sole 

proprietor 

may sell or 

give away 

any asset 

 

A transfer will 

dissolve the 

partnership, 

unless 

remaining 

partner(s) 

agree(s) to new 

partner

 

Stock easily 

transferred.  

Remaining 

s

hareholders 

may have a 

first right of 

refusal prior to 

a sale to an 

outsider.

 

Restricted to 75 

shareholders 

who are 

resident U.S. 

citizens, estates 

and certain 

types of trusts.

 

Members owning 

substantially all 

of the company 

may freely 

transfer interests 

w

ithout consent.

 

Sale or 

transfer at 

death

 

Usually 

dissolved.  

Estate may 

sell it or 

operate it.

 

Automatically 

dissolved 

unless 

agreement to 

the contrary

 

Stock can be 

transferred to 

heirs.  Can be 

sold or 

retained, unless 

buy

-

sell 

agreement 

exists

 

Estate is 

eligible 

shareholder 

only during 

estate 

administration.  

Otherwise, 

same as above.

 

Estate is eligible 

shareholder.  

Otherwise, same 

as above.
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 Some states tax partnership, S corporations and LLC income. 


