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Cost to incorporate

Corporations aren't people, but people establish corporations. Incorporation is the act of creating a legal entity with a corporate structure, such as an LLC or S Corp. Incorporators are the human beings who iron out the legal issues and file the papers. An incorporator is an individual who files articles of incorporation and oversees the process of
creating a legal and financial entity organized under a corporate structure. Incorporators are most often lawyers who are familiar with the list of documents you need to file to license and register a corporation. An incorporator need not be a shareholder or board member of the company. However, as the corporation evolves as an organization and
forms its own board of directors to attend to strategic developments, it will be in the best interest of both the lawyer and the organization for the lawyer to step aside as the legal representative of the company. You can be an incorporator for your own corporation, especially if it is simply structured. For example, an LL.C can be almost as simple as a
sole proprietorship, with an individual owner just looking to place some legal insulation between business and personal assets. If you have some familiarity with the process and requirements, you can file your own incorporation documents and become your own LLC organizer. However, it's still advisable to consult with a lawyer about your articles of
incorporation and your choice of business structure. An incorporator is responsible for drafting articles of incorporation and filing startup legal documents with your state's secretary of state. This process will include filling out applications, paying fees and addressing questions about how you want your corporation to be structured and governed. The
incorporator's signature will appear on the corporation's formation document even if that individual isn't a shareholder or board member. Because incorporators must include their own contact information when they go on record as representing a business, they may receive communications from the state regarding that business even after the initial
incorporation tasks are complete and the incorporator's role is obsolete. If you own or participate in a company that has been incorporated, you should inform your state's secretary of state office of the new contact person's name, address and email. Using a corporate structure can protect your personal assets from risk of loss if your company fails or
if you are involved in an expensive lawsuit. Organizing your business as a C or S Corp will also allow you add owners and shareholders, in contrast to sole proprietorships and partnerships, which must be reregistered as different business entities when their ownership parties change in any way. However, C and S Corps are complicated to form,
usually requiring the services of an incorporator. These business structures also require more paperwork than a simpler business structure, including board meeting minutes and annual reports filed with your state's secretary of state. Limited Liability Corporation: As the simplest type of corporation to form, an LLC most closely resembles business
structures such as partnerships and sole proprietorships because the business entity is closely linked with the individuals who own and run the company. An LLC pays taxes the same way as these simpler business structures, with all profits passing through and becoming individual income for the owners. S Corps and C Corps: These types of corporate
structures are more appropriate for larger, more complex businesses. Like an LL.C, the profits from an S Corp flow through the business entity and are taxed as private income. In contrast, C Corp income is double taxed at both the individual and corporate levels. Incorporating a business can seem like a good idea, but the process and requirements of
incorporation can actually hinder an organization’s growth and success, especially for smaller start-up companies. Incorporating a business provides some benefits, but the corporation definitely pays the price for these benefits in fees and legal hurdles. The main reasons not to incorporate include a sizeable initial investment, tax disadvantages,
increased complexity in bookkeeping and public disclosure mandates. The most important benefit of incorporation is that is provides limited liability for its owners, something that sole proprietorships and partnerships do not do. Limited liability incorporations provide financial protection of the owner’s personal assets. This financial protection is more
important to certain businesses than others; if your business does not a have a high likelihood of being involved in legal suits, the costs and disadvantages of incorporation will probably outweigh the benefits. The first drawback of setting up a corporation is the amount of time and money required to do so. To receive a certificate of incorporation,
you'll incur multiple filing fees—and possibly spend additional money on a lawyer if the legal process for your company's incorporation is complex or confusing. The filling fees and required documents vary by state, but a typical list of corporation requirements can look something like this: certificate of incorporation, annual corporation fees,
appropriate accounting reports, tax returns and withholding tax returns. The process to obtain evidence of incorporation from the government can take close to a month, if not longer. The second reason to avoid incorporation is double taxation. Legal business structures, such as sole proprietorships, partnerships and limited liability companies, are
only taxed based on individual income; corporations are taxed based on organizational income plus individual income. According to the Internal Revenue Service, corporations can avoid double taxation only if they elect to become an S Corporation: “Shareholders of S Corporations report the flow-through of income and losses on their personal tax
returns and are assessed tax at their individual income tax rates.” Although this is definitely a benefit if the company is successful, if the company falls into debt, this pass-through taxation can put an extra financial burden on the owners of the corporation. Another reason to avoid incorporation is the increased complexity of organizations operating
under a corporate shield. Besides the financial and document requirements, corporations are forced to operate with a formal organizational structure of stockholders, a board of directors and officers; these members are required to conduct annual, timed meetings. The last disadvantage of corporations is the amount of information that must be made
public. Corporations are publicly traded companies, therefore requiring more business information to be disclosed for the benefit of investors. Besides being required to make accounting records public, the organization must also identify all directors and officers publicly. Deciding whether or not to incorporate is much more than just understanding
the disadvantages of incorporation; the decision also requires knowledge about the advantages and disadvantages of other legal business formation options, such as sole proprietorships, partnerships and limited liability companies. Incorporating a business is the act of making a business officially registered with the state in which the business
primarily operates. When a person becomes incorporated, he is allotted certain protections from the activities of the business. The person is immune from debts, assets and legal aspects of the incorporated business. People usually become incorporated within the first year of business operations. Find your state's secretary of state website (see
Resources). Click on "Business Filings." Then click on "Filing Forms and Fees." You will then see a list of links pertaining to different types of business structures like limited partnerships and trusts. These are all different types of filings handled by your state's secretary of state office. Click on the link for professional corporations. Download the form
needed for the initial articles of incorporation filings for your state. You will notice the fee that you will send in with your completed form. Send this fee in the form of a check or money order. Fill out the name of your corporation, the city in which it is located and the date you are mailing the articles of incorporation. Write out a brief description of the
business in the appropriate blank. Then enter information about yourself as the sole shareholder, because you are becoming incorporated yourself. Write your name and then write 100 percent shares in the blank that asks for the percentage of shares the individual holds. Write information about yourself, like your name, address and phone number.
Do not include any social security or employee identification numbers on this form. The articles of incorporation are a matter of public record and anyone can view these forms. Hire an accountant or attorney to act as the statutory agent of your incorprated company. Have the accountant or attorney fill out basic information about himself, including
his name and address in the spots that request it on the Original Appointment of Statutory Agent Form. Have him then sign the document. Mail the documents to the business filings office at your state's secretary of state building. Once your forms are processed, you will receive a letter in the mail confirming your incorporation. Incorporating a
business means establishing the company as a legal, separate entity with its own legal and taxable identity. Choices for incorporation vary, including traditional corporations or C Corps, S Corps, limited liability companies and others. Requirements for incorporating vary depending on the type of business entity, the state in which the headquarters
reside, as well as federal tax law requirements. The method by which a company chooses to incorporate likewise varies, depending on the complexity of documents and the company's organizational structure. Many small business owners choose to file for incorporation without the aid of professionals. Few local or federal laws bar business owners
from filing on their own behalf. Numerous books and websites provide step-by-step instruction for incorporating a business, as well as how to choose the right business entity. Small business owners can easily incorporate as an S Corporation or a limited liability company without the help of a professional. Where permitted, this is the least expensive
method for incorporating a business. Complex or large businesses often require the services of a tax attorney, business attorney or other legal professional to manage the incorporation process. Companies with large numbers of shareholders, for example, often need complex articles of incorporation, as well as detailed contracts and bylaws dictating
board member election proceedings and other internal operations. An attorney with extensive knowledge of business law ensures these important incorporation documents are within the law. Incorporating through an attorney is the most expensive method for incorporation. Many firms provide services to businesses and organizations wishing to
incorporate. Often these firms have professionals with expert knowledge of business law, taxation and other matters relative to incorporation. In addition to non-legal professionals, these firms typically have an attorney on staff to formalize contracts and serve as proxy or attorney of record for official filings. Utilizing a business services firm is more
expensive than incorporating without professional help, but less expensive than hiring an attorney or law firm. Some states offer small business owners the ability to incorporate a business online. For example, the Georgia Secretary of State's official website provides companies with the means to incorporate as a limited liability company online.
Additionally, domestic corporations can also file for incorporation online. When a state does not offer the option to file online, many business services firms offer the option instead. Owners and shareholders can elect the state, business entity and method of documentation online, allowing the firm to act on the company's behalf.
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