FORMS OF BUSINESS ORGANIZATIONS
	
	Sole Proprietorship
	Partnership
	Corporations
	Income Trusts

	Definition
	An unincorporated business owned by one person.
	An unincorporated business owned by two or more persons, called partners.
	A legal entity, having an existence separate and distinct from its owners. Owners are shareholders; their ownership is evidenced by transferable shares of capital stock. Can be public or private.
	A special or limited purpose corporation that is set up specifically to invest in income-producing assets. Today, nearly one quarter of the top 500 companies in Canada are income trusts, including A&W, the Brick and Yellow Pages.

	Legal Status
	Not a separate legal entity
	Not a separate legal entity
	Separate legal entity
	Separate legal entity

	Liability of owners for business debts
	Personal liability for business debts
	Personal liability for partnership debts
	No personal liability for corporate debts (limited liability)
	Limited Liability

	Accounting Status
	Separate entity
	Separate entity
	Separate entity
	Separate entity, accounting similar to corporations

	Tax Status
	Income taxable to owner
	Income taxable to partners
	Files a corporate tax return and pays income taxes on its earnings
	Trust does not pay any income tax. Instead, the unitholders pay tax on the cash they receive.

	Persons with managerial authority
	Owner
	Every partner
	Hires professional managers
	Hires professional managers

	Continuity of business
	Entity ceases at the discretion or with the retirement or death of owner
	New partnership is formed with a change of partners
	Indefinite existence
	Indefinite existence

	Owner’s Equity on Balance Sheet
	Owner’s Equity
	Partner’s Equity
	Shareholder’s Equity

· Capital Stock – shareholder’s original investment in exchange for capital stock

· Retained Earnings – the increase in shareholder’s equity as a result of profitable earnings
	Unitholder’s Equity

· Unitholder’s capital

· Undistributed income


