
Sole Proprietorships, LLCs, and S-Corporations and Seattle’s Proposed Income Tax 
 

Sole Proprietorships and Line 12 

Line 12 on a Form 1040 includes business income or loss from a sole proprietorship, either a single-member 

limited liability company or an unincorporated business owned by an individual and the spouse of that 

individual.   

  

S-Corporations and LLCs and Line 17 

Line 17 on a Form 1040 includes income from S corporations and LLCs.  This can be calculated as a loss, 

subtracting from total income.          

  

S corporations enjoy the legal status of a corporation, while passing all corporate income, losses, 

deductions, and credit through to its shareholders for federal tax purposes.  The corporation itself is not 

liable for taxation.   

Actual distributions of funds, as opposed to distributive shares, typically have no effect on shareholder tax 

liability. The term "pass through" refers not to assets distributed by the corporation to the shareholder, but 

instead to the portion of the corporation's income, losses, deductions or credits that are shown by the 

shareholder on his or her own income tax return. In many cases the corporation makes annual payments to 

the shareholders to cover the taxes that the shareholders must pay on corporate income.  

Impact of Lines 12 and 17 on line 22 on a Form 1040? 

Losses in lines 12 and 17 are included and can diminish total income on Line 22.  Unlike the state and city 

B&O tax, which is a tax on gross receipts, regardless of profit or loss, Lines 12 and 17 enable the subtraction 

of business and corporate losses from total income.   

 

 

 


