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New Business Formation Services & Frequently Asked Questions

Why Incorporate?

Legal and tax professionals agree: if your business is not
incorporated you may be throwing away thousands of dollars
in tax savings and deductions.

In addition, all of your personal assets such as your home,
cars, boats, savings and investments are atrisk and could be
used to satisfy any law suits, debt or liability incurred by the
business.

Forming a separate legal entity can provide both liability
protection and tax savings. Plus, you will have peace of mind
and can focus on making your business even more successful
and profitable.

Liability Protection Advantage: Properly forming and
maintaining a corporation will provide personal liability
protection to the owners or shareholders of the corporation for
any debtor liability incurred by the business. Personal liability
of the shareholders is normally limited to the amount of
money invested in the corporation (Basis).

Tax Advantages: The entity should be structured to
maximize tax savings. For example, through a Sub-ChapterS
corporation, an entity can be structured to reduce self-
employment matching taxes (Social Security and Medicare)
for 15.3% tax benefit.

By minimizing self-employment taxes and increasing the
number of allowable deductions, we lower the taxes you pay
on the income of the business. Many corporations also
structure retirement and tax deferred savings plans for their
owners and employees. These plans either defer or eliminate
taxes paid, thus providing a greater cash flow for the
business.

Make it Easier to Raise Capital: Sale of stock for the purposes
of raising capital is often more attractive to investors than

other forms of equity sales. A corporation can alsoissue
Corporate Bonds to raise capital for expenditures without
compromising the ownership of the business

Frequently Asked Questions

What is a Corporation?

A corporation is a legal entity that exists separately from its
owners. Creation of a corporation occurs when properly
completed Articles of Incorporation are filed with the Secretary
of State’s office and all fees are paid.

How are"S" Corporations and "C" Corporations Different?

All corporations start as "C" corporations and are required to
pay income tax on taxable income generated by the
corporation. A C corporation becomes an S corporation by
completing and filing federal form 2553 with the IRS.

An S corporation's netincome or loss is "passed-through" to
the shareholders and are included in theirindividual tax
returns. Because income is NOT taxed at the corporate
level, there is no double taxation as with C corporations.

SubchapterS corporations, as they are also called, are
restricted to having fewer than 75 shareholders, who must be
individuals (S Corps cannot be owned by other corps) who
are not nonresident aliens. In contrast, a C Corporation is a
separate legal entity that pays its own income tax regardless
of distributions (dividends) to shareholders. Dividends are
not deductible to the corporation, and are considered income,
and are thus “double-taxed”. C Corporations do provide an
entity substantial benefit deductions.



Do | Need an Attorney to Incorporate?

No.Having an attorney is not a legal requirement to
incorporate, exceptin South Carolina (a signature by a SC
attorney is required on articles of incorporation). In all other
states, you can prepare and file the articles of incorporation
yourself; however, you should be thoroughly versed in the
laws of your state.

In spite of their high hourly fees, a good corporate attorney
can be a valuable resource to your small business when
combined with the services of a well-versed CPA. Together
the CPA/Attorney combination can reduce the general fees of
the Attorney by providing solid advanced planning.

If you are unsure of what steps your business should take
and you don't have the time to research the matter yourself,
we can recommend a competent local attorney.

How Should | Name My Business?

We recommend that you spend some time reviewing
potential names for your business. Although each state has
different rules concerning the naming of your business, the
most common rule is that it must not be deceptively similar to
another already formed company.

The corporate name must include a suffix. Some examples are
"Incorporated”, "Inc.", "Company", Limited “Ltd” and "Corp."
However, your state may have different suffix requirements.

How Do | Know the Company Name is Available?

Since not all names will always be available, we will request
your two top name choices. We will determine the availability
of the name you have chosen with the proper naming
authorities, as part of our consulting review. If neither of your
choices are available, we will contact you for other name
choices.

What are the Key Benefits of Incorporating?

The primary advantage of incorporating is to limit your liability
tothe assets of the corporation only. Usually, shareholders are
not liable for the debts or obligations of the corporation. So if
your corporation defaults on a loan, provided thatyou have
NOT personally signed for it, your personal assets won't be in
jeopardy. This is not the case with a sole proprietorship or
partnership. Corporations also offer many tax advantages
thatare not available to sole proprietors.
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Some other advantages include:

* A corporation's life is unlimited and is not dependent
upon its members. If an owner dies or wishes to sell
their interest, the corporation will continue to exist
and dobusiness.

* Retirementfunds and qualified retirement plans (like
401k) may be set up more easily with a corporation.

*  Ownership of a corporation is easily transferable.

e (Capital can be raised more easily through the sale of
stock.

* A corporation possesses centralized management.

What is a Federal Tax Identification Number or “EIN"?

Your business is required to have an Employer Identification
Number (EIN). These are also known as your Federal Tax
Identification Number. The IRS uses the EIN to track payroll
and income taxes paid by the corporation. But, like a social
security number, an EIN is used for most everything the
business does. Your bank will require an EIN to open your
corporate bank account.

We provide full EIN services for you. This means we obtain
your company's Federal EIN, State TIN and Department of
Workforce Development Tax ID number.

What Do | Need to Do After | Incorporate?

You must have your initial shareholder(s) meeting to elect
your director(s), unless your director(s) have been designated
in the articles. Then, you must have your initial organizational
meeting of your directors. At this meeting, you will need to
elect your officers, adopt your company's bylaws, and issue
your stock (among other actions).

Take Your New Business to The Next Level

If you're ready to take your tax savings to the next level, then
give us a call. We know the strategies needed to reduce your
tax burden.

You can reach our offices at the following phone numbers:
Zionsville: (317) 873-0600
Frankfort: (765) 654-6701

We look forward to working with you.



