G.Iam startmg a business. Do
I need to incorporate?
The main advantage of incor-
porating vour business is habmty
- protection, whether fo
corporation, a limited ha
company or a limited parttmshap
Gen era!ly, stockholders in a
corporation, members of a limit-
ed liability company, and limited
partners in a limited partnership
are not exposed to personal Ha-
bility in the event something goes
wrong in the corporate entity.
What this means is that a busi-
ness owner’s personal assets are
not at risk to creditors of the busi-
‘ness entity. This, in and of itself, is
a persuasive reason to form a cor-
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Incorporating protects your personal assets

porate entity for your busmess
Typically, there are not tax dis-
incentives to operating your busi-
ness asa.corporate entity: For ex-
a ample, New Jersey law now per-

ty mits a person to form a single--

member limited liability company
and operate his or her business
with liability protection. ..
Howewér, for tax purpeses, the
smgie—member limited - liability
company is disregarded and the
profits and losses are simply re-
ported on the taxpayer’s individ-
ual tax return. For partherships
and multipie-member limited lia-
bility companies, while these en-
tities are required to file tax re-
turns, there is no entity-level tax,

which means again the proﬁts
and losses flow to the ‘entity’s
owners. Por corporations, stock-
holders can elect to have thembe
“S” corporations, which again for
tax purposes means there will be
no corporate-level tax and taxes
will flow throngh to its share-
holders.

1t is a relatively. sample process
to incorporate your business. You
simply need to file a certificate
with the state of New Jersey stai-
ing the entity’s name and address.
The entity’s name must be a

unique name, and not used by.

any other New Jersey corporate
entity. The entity then will file an
application with the Internal Rev-

"enue Service to obtain a tax iden-

tification number. Usually within
a few days, this process can be ac-
complished.
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Gary A. Phillips is a member
of the tax, trust and estates de-
partment at Cole, Schotz, Meizel,
Forman & Leonard PA, the
largest law firm in Bergen Coun-
ty. This is not intended fo be legal
aduvice, which can only be given
after the attorney understands the
facts of a particular matters and
the goals of a client.

Do you have a business guestion
for a lawyer? Send it to Business-
News@northjersey.com.




