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Anyone who has spent time listening to radio commercials lately knows that incorporation offers valuable protections to a business owner, and can be accomplished without the help of a lawyer.  You can incorporate your business through one of several relatively low cost online services, or you can fill out and file the necessary documents yourself on the Secretary of State’s website.  

Incorporation is not, however, a magical shield against lawsuits.  In order to protect your assets, you must adopt bylaws and comply with the corporate formalities detailed in those bylaws.  You may also have to comply with state and local licensing requirements, and you must be aware of certain state, federal, and local tax requirements.  

Even if you incorporated without legal assistance, a meeting with a lawyer after incorporation can prevent you from running into trouble later on.

· When you meet with  your lawyer, ask him/her to explain the bylaws of your corporation to you, and make sure you know what you have to do to comply with those bylaws.  

· Ask your lawyer about state, federal, and local licensing and tax requirements; if your lawyer seems unsure on these issues, or if he/she doesn’t have much to say, don’t be afraid to consult another lawyer.  Every lawyer isn’t an expert in every area of the law, and your lawyer is no exception.  

· Where tax issues are concerned, you can’t be too careful.  Talk to an accountant if you feel overwhelmed by all the rules.  You should also talk to your accountant or lawyer about making a “Subchapter S” election, also known as becoming an “S-Corp.” 

· If you plan to have employees, find an attorney who is familiar with employment law and is willing to check your business for compliance.  You may not like to pay the bill right now, but it could save you from a much more costly lawsuit later on.  

· Be informed.  Professionals such as lawyers and accountants are an excellent resource, but you are ultimately responsible for your business.  Become an expert in the areas of the law that affect you the most.  Double-check local tax and licensing requirements by calling your local officials.  Know what documents need to be filed and when, even if someone else is taking care of your paperwork.  

The following is a list of some of the issues you must consider soon after incorporation.  Read carefully!  The information provided on these two pages may seem long and boring, but the ten minutes you spend reading it now could save you thousands in attorney fees later on. 

This list is not complete, and, as always, you should consult an expert such as a lawyer, an accountant, or the appropriate government agency in order to ensure compliance with licensing requirements, tax law, and employment law.

1.) State licensing requirements apply to many businesses and professions in California.  These requirements are set out in California Business and Professions Code Sections 500-11423.  These code sections can be searched for free at: http://www.leginfo.ca.gov/calaw.html.

2.) Cities, counties, and other entities may require additional licenses and taxes.  It is, therefore, important for you to contact your local officials to find out if there are local requirements.

3.) Most states, including California, require out of state corporations to obtain a certificate from the Secretary of state in order to do business in state.  A corporation that does business in a state without first obtaining this certificate may not maintain a proceeding in that state’s court relating to the business transacted there, and may be subject to fines and other penalties.  

4.) Every corporation must obtain a federal employer’s identification number from the Internal Revenue Service.  The EIN identifies the corporation in government filings.  You must file the Application for Employer Identification Number, Form SS-4 with the IRS, and you should do so immediately after incorporation.  This form is available from any IRS office or online at the IRS’s website.  If you must obtain your number immediately, an officer of your corporation, your attorney, or your accountant should call the IRS to obtain the number over the phone.

5.) Most active corporations must pay estimated federal income tax in installments. Corporations must deposit their estimated tax payments, with Federal Tax Deposit Form 8109, in an authorized commercial bank depository or a Federal Reserve Bank on or before the payment dates. Instructions for paying your estimated tax are provided in IRS Form 1120-W. You should contact the IRS for complete instructions and forms, or consult a lawyer or accountant who is familiar with these requirements.

6.) California corporations must pay the California Franchise tax.  The minimum tax is $800 per year.  The declaration of estimated tax is made on Franchise Tax Board Form 100-ES (Corporation Estimated Tax) and is due on the 15th day of the fourth, sixth, ninth, and twelfth month of the taxable year. Filing requirements are described in the Guide for Corporations Commencing Business in California (publication FTB 1060), which is sent to the corporation at its first mailing address.  If you are confused as to the requirements, it is important that you contact a lawyer or accountant familiar with tax law.

7.) If your corporation owns taxable personal property with an aggregate cost of $ 100,000 or more in any assessment year, it must file a signed property statement with the county assessor between the lien date and April 1. Corporations that own property with an aggregate cost that is less than these limits only need to file a property statement when requested by the assessor. The property statement must be signed by an officer of the corporation or by an employee or agent designated in writing by the board of directors to sign these statements on behalf of the corporation. Rev & T C §441(e).

8.) If your corporation plans to sell tangible personal property that would be subject to the California Sales and Use Tax Law, it must obtain a seller’s permit.  This permit is obtained from the State Board of Equalization.

9.) Within 90 days after the articles of incorporation are filed, a domestic stock corporation must file a Statement of Information (Form SI-200C or Form SI-200N/C) with the Secretary of State. This form is available on the Secretary of State’s website.  An information Statement must also be filed annually thereafter.

10.) If you are an employer, you must withhold income tax and social security tax from taxable wages paid to employees.  For instructions as to federal withholding, see Employer’s Tax Guide (IRS Publication 15, Circular E) and its current supplement.  Also see California’s withholding requirements, which are detailed in California Employer’s Guide, Form DE44, which can be obtained from the California Employment Development Department.  Employers may also be subject to a Federal Unemployment Tax.

11.) You may be subject to insurance requirements, especially if you are an employer.  If you employ or have employed one or more employees in the current or preceding year, you are subject to the Unemployment Insurance Code and must register with the Employment Development Department.  

12.) As an employer, you are subject to state workers’ compensation laws, and should be familiar with the liability imposed by these laws and all other laws and regulations governing wages and conditions of employment.  You must also be familiar with statutes regarding discrimination in employment.  Some relevant statues are: The California Fair Employment and Housing Act (Govt C §§12900-12996);  Title VII of the Civil Rights Act of 1964 (42 USC §§2000e--2000e-17);  The Age Discrimination in Employment Act of 1967 (29 USC §§621-634);  The Equal Pay Act of 1963 (29 USC §206); The Civil Rights Act of 1866 (42 USC §1981);  Americans with Disabilities Act of 1990 (42 USC §§12101-12213); and  Executive Order No. 11,246 (3 CFR §339 (1965)).  

13.) Be aware that you may be required to post certain notices in the workplace detailing the rights of your employees. 

