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Å Do this BEFORE you make a decision to buy a building or sign a lease!

Å Check the zoning of the property address to make sure it is zoned to support your type of 

business.

Planning & Development
Department
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STEP

Corporation

Starting a new business will require a decision as to which legal 

structure your business needs to be.  These decisions impact how 

much you pay in taxes, and the amount of paperwork your business 

is required to do.

Partnership

Limited Liability Company (LLC)

Sole proprietorship

What is your business structure?
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STEP

Corporation: The law views a corporation as a real, live person. 

Like an adult, a corporation is treated as a distinct and 

independent individual who has rights and responsibilities. A 

ŎƻǊǇƻǊŀǘƛƻƴ Ƴǳǎǘ ƘŀǾŜ ŀ ƭŜƎŀƭ ƴŀƳŜΦ !ƴ ƻǿƴŜǊΩǎ ǇŜǊǎƻƴŀƭ ŀǎǎŜǘǎ 

ŀǊŜ ŎƻƳǇƭŜǘŜƭȅ ǎŜǇŀǊŀǘŜ ŦǊƻƳ ǘƘŜ ŎƻǊǇƻǊŀǘƛƻƴΩǎ ŀǎǎŜǘǎΣ ǿƘƛŎƘ 

ƳŜŀƴǎ ǘƘŀǘ όŜȄŎŜǇǘ ƛƴ ŎŀǎŜǎ ƻŦ ŦǊŀǳŘύ ƛŦ ǘƘŜ ŎƻǊǇƻǊŀǘƛƻƴ ŎŀƴΩǘ Ǉŀȅ 

ƛǘǎ ŎǊŜŘƛǘƻǊǎΣ ǘƘƻǎŜ ŎǊŜŘƛǘƻǊǎ ŎŀƴΩǘ ŘƛǇ ƛƴǘƻ ȅƻǳǊ ǇŜǊǎƻƴŀƭ ŀǎǎŜǘǎ 

ǘƻ Ǉŀȅ ƻŦŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŘŜōǘǎΦ

Legal business structure options

Partnership: A partnership is also called a firm. The term 

firm connotes an association of a group of individuals 

working together in a business or professional practice. 

Partnerships differ from corporations with respect to 

ƻǿƴŜǊǎΩ ƭƛŀōƛƭƛǘȅΦ A ǇŀǊǘƴŜǊǎƘƛǇΩǎ ƻǿƴŜǊǎ Ŧŀƭƭ ƛƴǘƻ ǘǿƻ 

categories:

General partners: Subject to unlimited liability. General 

partners have the authority and responsibility to manage the 

business.

Limited partners: Limited ǇŀǊǘƴŜǊǎ ŀǊŜƴΩǘ ǊŜǎǇƻƴǎƛōƭŜΣ ŀǎ 

individuals, for the liabilities of the partnership entity. These 

ƧǳƴƛƻǊ ǇŀǊǘƴŜǊǎ ƘŀǾŜ ƻǿƴŜǊǎƘƛǇ ǊƛƎƘǘǎ ǘƻ ǘƘŜ ōǳǎƛƴŜǎǎΩǎ 

ǇǊƻŦƛǘΣ ōǳǘ ǘƘŜȅ ŘƻƴΩǘ ƎŜƴŜǊŀƭƭȅ ǇŀǊǘƛŎƛǇŀǘŜ ƛƴ ǘƘŜ ƘƛƎƘ-level 

management of the business.

Limited Liability Company (LLC): An LLC is like a corporation 

ǊŜƎŀǊŘƛƴƎ ƭƛƳƛǘŜŘ ƭƛŀōƛƭƛǘȅΣ ŀƴŘ ƛǘΩǎ ƭƛƪŜ ŀ ǇŀǊǘƴŜǊǎƘƛǇ ǊŜƎŀǊŘƛƴƎ ǘƘŜ 

ŦƭŜȄƛōƛƭƛǘȅ ƻŦ ŘƛǾƛŘƛƴƎ ǇǊƻŦƛǘ ŀƳƻƴƎ ǘƘŜ ƻǿƴŜǊǎΦ !ƴ [[/Ωǎ ƪŜȅ 

advantage is flexibility τespecially regarding how profit and 

management authority are determined.

Sole proprietorship: The business arm of an individual who has 

decided not to carry on his or her business activity as a separate 

ƭŜƎŀƭ ŜƴǘƛǘȅΦ ¢Ƙƛǎ ƛǎ ǘƘŜ ŘŜŦŀǳƭǘ ǿƘŜƴ ȅƻǳ ŘƻƴΩǘ ŜǎǘŀōƭƛǎƘ ŀ ƭŜƎŀƭ 

entity.
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Selling Goods

Business activities include any activity engaged in whether for profit or 
not.

Performing a Service

What will be the activities of the  business?

Operating activities are specific to a company's core. Business activities 
may include manufacturing, distributing, marketing, selling a product or 
providing a service. 

Manufacturing a Product
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STEP

Do I need a Federal Tax ID number?

www.irs.gov

Find the answer to this question, go to the below website.

¢ƘŜƴ ǎŜŀǊŎƘ ά9Lbέ
/ƭƛŎƪ ά!ǇǇƭȅ hb[Lb9 bƻǿέ
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