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There are many
considerations when choos-
ing to start your own busi-
ness. Some of those consid-
erations include: liability
protection, taxation, ease of
formation, ease of upkeep,
initial costs, and ongoing
costs.

In lllinois, there are
many different types of busi-
ness entities. Some of these
types of entities include:
sole proprietorships, part-
nerships, corporations, and
limited liability companies.

A sole proprie-
torship is a business in
which one person owns all
the assets, owes all the
liabilities, and operates in
his or her personal capac-
ity.! This basic form of
business provides ease of
formation and upkeep with

Starting a Business 101

relatively little cost. How-
ever, there is no personal
liability protection to the
business owner. Also, the
owner is taxed on his indi-
vidual income tax return,
which makes tax reporting
relatively easy.

A partnership is
a voluntary association of
two or more people who
jointly own a business for
profit.? The rights and
duties between partners
are generally governed by a
“partnership agreement”.
The business’s taxes flow
through to the partners’
personal tax return. Also,
there is no personal liabil-
ity protection for the part-
ners. However, there are
also variations of partner-
ships, called limited part-
nerships, limited liability
partnerships, etc.

A basic corpora-
tion (called 2 “C corp”) is a
common entity choice.
Unlike a sole proprietorship
or a partnership, liability is
limited to the corporation
as long as proper corporate
formalities are followed
(proper minutes, annual
filings, separate accounts,
etc.). Itis vital that once a
corporation is formed, an-
nual maintenance is per-
formed by an attorney.
Without proper mainte-
nance, the corporation can
lose its corporate identity—
subjecting the shareholders
to personal liability.

Although a C corp
is taxed at the corporate
and shareholder level, many
corporations qualify for “S
corp” status with the IRS,
which would allow the cor-
porate level taxation to be
eliminated (leaving only

shareholder level taxation).
This selection is popular.
Another popular
choice is the limited liabil-
ity company (LLC). LLCs
are generally managed by its
“members” or “managers”.
Although more expensive to
form, the business can gen-
erally save money because
the need for annual minutes,
special minutes, etc. (like a
corporation) is eliminated.
Call Brian John-
son to learn more about

forming your business.
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Thank you for a great 2007!

Happy Holidays from Johnson, Bunce & Noble, P.C.
& JBN Title Services, Inc.

DISCLAIMER: The law quickly
changes. Nothing in this news-
letter should be relied upon as
legal advice. Please consult our
office for legal advice tailored to
your specific factual situation.

ONLINE NOTE: This newslet-
ter is also available online.




