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How to Structure Your Business 
 

By 

Daniel A. Prisciotta 
in conjunction with Sagemark Consulting, a division of Lincoln Financial Advisors, a registered investment advisor. 

 
 

Proprietorship. Partnership. S corporation. Limited liability company. C corporation. 
Which form is best for your new business? The decision can be difficult. Each business 
form offers you both advantages and disadvantages.  

 

Proprietorships and Partnerships 

A sole proprietorship is a simple and inexpensive way to begin operating a business. 
Generally no legal documents or forms need to be filed other than any licenses or 
permits required by your state or local government. As the sole proprietor, you have 
complete control over the business. However, a sole proprietorship is limited to one 
owner. So, if you have multiple owners, or expect to in the near future, a sole 
proprietorship isn’t right for you. With a sole proprietorship, business income is 
reported on your personal federal income-tax return and taxed at personal income-tax 
rates rather than corporate rates. If your business is a partnership, it must file a 
partnership return, but your allocable share of the business’ income, losses, deductions, 
and credits passes through to you to be reported on your personal tax return. The 
greatest disadvantage of a sole proprietorship or partnership is that, as the owner or 
general partner, you are personally liable for all obligations of the business. Creditors of 
the business can go after your personal assets if the business assets are not sufficient to 
cover the business’ debt liabilities.  

 

Corporate Forms 

Incorporating your business limits your personal liability for business obligations, but 
generally involves greater start-up and operating expenses, as well as added 
paperwork. A corporation is a distinct legal entity that is responsible for paying its own 
debts and obligations. Shareholders risk only the loss of the funds they have invested.  

 

C Corporations 

A C corporation is taxed separately from its owners at corporate tax rates. This can 
result in double taxation. Corporate income may be taxed once to the corporation and 
again to the shareholders when it is paid out as dividends or the corporation liquidates. 
The corporation cannot deduct these dividend payments. However, it can deduct 
reasonable compensation paid to you and other owners. 
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S Corporations 

With an S corporation, income, losses, deductions, and credits pass through to you and 
other owners to be reported on your federal tax returns just as they do with a 
partnership. Thus, S corporation income generally is taxed only once. An S corporation 
cannot have more than one class of stock outstanding nor more than 75 shareholders.  

 

Limited Liability Company 

As an alternative to incorporation, consider operating your business as a limited 
liability company (LLC). Like a corporation, an LLC provides owners with protection 
from personal liability for business debts and obligations. However, most LLC owners 
can choose to have their businesses treated as partnerships for federal income-tax 
purposes. Partnership treatment means that income, losses, deductions, and credits pass 
through to the individual owners (called “members”) to be reported on their individual 
income-tax returns, so LLC income is not subject to double taxation.  

 
 
 

For more information on how ESG and its national platform of M&A firms and 
Investment Bankers can help sell your business, please call us at 201-556-4618 or  
1-866-807-0325, or email us at DPrisciotta@equitystrategiesgroup.com. 
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