
BUSINESS PLAN FOR S CORPORATION SHAREHOLDERS

If your corporation meets certain criteria, such as having only shareholders who are U.S. citizens or residents, you can
elect to do business as an S corporation.

Newsletter Stay informed on compliance updates Learn about S corporations, both their advantages and
disadvantages, including asset protection, taxation, payments, ease of conversion, qualification requirements
and more. Well, it can be more expensive to form. LLC members are self-employed individuals who owe
Social Security and Medicare taxes, paid by self-employment tax on their share of business net income. She
has been published on Yahoo! Asset Protection One major advantage of an S corporation is that it provides
owners limited liability protection, regardless of its tax status. Can I Change Entity Types? An LLC as we
discussed in my last installment is the most flexible, tax-efficient business entity. S corps are pass-through tax
entities. Capital can be raised more easily. It generally takes place at the county level, but some states have
state-level DBA filings. We offer various incorporation packages to get your business up and running. Both
are required to follow the same internal and external corporate formalities and obligations, such as adopting
bylaws, issuing stock, holding shareholder and director meetings, filing annual reports, and paying annual
fees. In contrast, an LLC is able to allocate its profits and losses in whatever proportions the owners desire.
Tax Reporting Requirements Taxable fringe benefits must be included as ordinary income on your personal
tax return. There are some states that charge a franchise tax such as California and Texas, and other states have
an S corporation tax that is egregious such as Tennessee, New Hampshire and New York City. But before we
get into the pros and cons, here is a brief history of the Subchapter S Corp. To learn more simply call  Should
you elect S corporation status? In classic IRS fashion, there is one rule and about a hundred exceptionsâ€¦ and
Form is no different. An LLC can also make this election, enabling it to take advantage of the payroll tax
savings discussed below. Also, S corporations can have only one class of stock disregarding voting rights ,
while C corporations can have multiple classes. The IRS also allows you to exclude de minimis benefits that
are too small to practically account for their value, such as holiday gifts, company parties and tickets to local
events. As an employee, your income is subjected to all the usual taxes that you would see on a paystub-
federal taxes, state taxes, Social Security taxes, Medicare taxes, unemployment taxes and disability insurance
state specific. There can only be or fewer owners, which all must be individuals or their living trusts.
Incorporating or forming an LLC provides advantages to business owners that operating a business as a sole
proprietorship or general partnership does not, including: Limited liability protection for the personal assets of
the owner s. Also, many people are more familiar with a simple corporate structure.


