Common Organizational Forms in the US

	Organizational Form
	Ownership Rules
	Tax Treatment
	Liability
	Transferability of Ownership
	Financial Capacity

	Sole proprietorship
	A single owner
	Earnings pass through to owner
	Owner is liable for business debts
	Only through sale of the business
	Limited by financial capacity of owner

	Partnership
	Two or more co-owners
	Earnings pass through, flexibility concerning allocation of gains and losses
	Each partner is fully liable for business debts
	Partnership interests may be transferable through sale, subject to approval of other partners
	Limited by combined financial capacity of the partners. Partners may disagree about borrowing to support the venture.

	Limited-liability company
	One or more co-owners, referred to as members
	Earnings pass through, flexibility concerning allocation of gains and losses
	Liability of members is limited to the extent of their investments
	Membership interests may be transferable through sale, subject to approval of other members
	Limited by combined financial capacity of the partners. Partners may disagree about borrowing to support the venture.

	Limited partnership
	General partner(s) with control and limited partners who are passive investors
	Earnings pass through, flexibility concerning allocation of gains and losses
	Each general partner is fully liable for business debts. Limited partners are liable to the extent of their investments.
	Partnership interests may be transferable through sale, subject to approval of other partners
	Limited by combined financial capacity of the partners. Limited partners may have substantial financial capacity.

	S Corporation
	Up to 75 shareholders, one class of stock
	Earnings pass through to owners
	Liability of shareholders is limited to the extent of their investments
	Shares are transferable without approval of other investors as long as SEC and state rules are followed
	Limited by constraint on maximum number of shareholders

	C Corporation
	Unlimited numbers of shareholders and classes of stock
	Earnings taxable to the corporation when earned and to shareholder when received as dividends
	Liability of shareholders is limited to the extent of their investments
	Shares are transferable without approval of other investors as long as guidelines and SEC rules are followed. Registered shares of public corporations are freely transferable.
	Unlimited, since number of investors is not limited
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