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21 Steps to Set Up an Entity 
 
What do Corporations and Companies have in common?  They are all required to keep business 
formalities.  When you form an entity, you created a separate legal person, in the eyes of the law.  
A corporation/company has its own identity, it has its own name, and it has its own tax identification 
number. 
 
When you do business through a corporation/company you must maintain separation between you 
and the business entity.  You may represent the business through introductions or signing contracts, 
but it is the corporation/company that the vendors are doing business with. 
 
This legal separation, this recognition, creates a lot of advantages, and the biggest advantage that 
we gain from this is limited liability.  Additionally, you now qualify for tax deductions, credits and 
exemptions which will reduce your overall tax bill at state and federal levels, which allows you to 
keep more of your hard-earned dollars.   
 
If the corporation/company were to be sued or more likely, when it is sued, only the assets of the 
corporation/company are at risk, as long as proper separation has been established through the 
maintenance of business formalities. 
 
If proper separation has been established through business formalities, what is at risk if the 
corporation/company is sued?  Just the assets of the corporation/company, not the personal assets 
of the owners. 
 
So, how do you establish this separation in the eyes of the law and the IRS?  Well, it takes more 
than just putting your name and title on your business cards.  You must follow Business Formalities.    
Failure to maintain proper “Business Formalities” could lead to: 

• Your corporate charter being revoked 

• Losing the personal asset protection your corporation/company provides 

• Paying tax penalties on unauthorized deductions 

• Having your company left in “bad standing” and out of compliance 

• Shareholders becoming personally liable for the corporation’s activities/debts 

• Allowing a creditor, the IRS or unscrupulous attorneys to eliminate the corporate/company 
protection and seize your personal assets 

• Piercing the corporate veil 

• Liens and garnishments can be applied to your wages, your spouse’s wages, or even your 
child’s savings account 

 
Let’s look at all 21 steps to starting a corporation/company: 
 

1. Read and Understand Your Articles 
The Articles of Incorporation, also known as the Certificate of Incorporation (for an S or C Corp), or 
Articles of Organization (if you are an LLC), is simply the public notice usually filed with your state 
agency acknowledging who you are, specifying the amount and type of stock (for a corp), a 
description of the business, and who the incorporator is.  We offer this as a turnkey service from 
setup plus 12 months of compliance. 

 

2. Create and Sign Your By-Laws or Operating Agreement 
If you formed your own company, then you probably don’t have By-Laws. (Or if you have an LLC this 
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would be an Operating Agreement.) The By-Laws are completely private and will not be used until a 
lawsuit or audit.  However, they do govern how you are operating your business and act as the 
blueprint for your company, letting you know what you are required to do.  
 
Think of Federal laws, State laws, County laws, City or Municipal Laws, and then your By-Laws. You 
do NOT want to violate any laws, especially the ones you have for your own company. 

 

3. File for Your Employer Identification Number (E.I.N.) 
Filing with the IRS can be done over the phone or on-line at www.irs.gov.  There will be a series of 
questions you will have to answer to get your number. 
 
Once you have an EIN this will be used to open bank accounts, tax filings, establishing business 
accounts and business credit. Think of it as a Social Security Number for the business. There is no 
cost to getting this number.  

 

4. Are You Going to be Taxed as an S-Corporation? 
If you are an LLC, choose your taxing status – sole proprietor, partnership, S-Corp or C-Corp.  If 
you choose S-Corp, be sure to file your 2553 with the IRS within 75 days of formation, or the 
beginning of your fiscal year if you are an existing company. 

 Tip: If you are a sole proprietor, partnership or LLC filing as a sole proprietor / partnership 
you may want to consider becoming an S-Corp or an LLC taxed as an S-Corp after you reach 
approximately $50-70k in NET Income.  You can file a “late S-Corp election” at the END of the 
year, effective the BEGINNING of that year, to convert to an S-Corp taxation AFTER you have 
already crossed that threshold in revenue but PRIOR to filing your taxes.  

 Tip: Asset protection – In our opinion, an LLC taxed as an S-Corp is better than an S-
Corp, in most cases.  First, there is more flexibility in taxation.  Also, it is important to note in the 
event of a lawsuit and/or judgement, there is significant difference between receiving a charging 
order vs. an attachment order. 
 

 

5. Open a Business Bank Account 
You will need a resolution signed by the officers authorizing a bank account, even if it is just you 
giving you permission. You will need to have your EIN prior to opening a bank account.  

Tip:  Be sure to keep your personal assets and business assets separate. You do not 
want to co-mingle your cash or your debt. DO NOT use personal credit cards for business 
expenses or vice versa. Be very cautious using BOTH your Social Security Number AND an EIN 
on the same form or application. This frequently can be an indicator you may be co-mingling 
assets or allowing your corporate veil to be pierced.  

 

6. Hold Your Initial Board of Directors Meeting 
This is where you gather all the players of the company together to vote on and approve the 
officers and directors. Even if you are the only person in the company you will still need to do 
this.  Remember, you are a corporation/company now so you must follow the rules. The 
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government doesn’t care if you are a single shareholder or have 50 employees; rules are rules. 
 

7. Obtain City/County/State Business Licenses 
Check to see what types of licenses you are required to have based on your business type. This 
can be a daunting task, and unfortunately, if there is a missed step, it can cost you in penalties and 
fees. 
 
Since there so many types of niches and businesses and regulation can vary dramatically, we 
suggest you start with your Secretary of State and/or Department of Revenue to find out what is 
needed.  Or, even a Chamber of Commerce can be a great resource. 

 

8. Obtain Sales Tax and or State Tax Authorization 
If you plan to sell a tangible product within the state you are registered in, then you will likely have 
to collect sales tax. If you are selling on-line to other states, you will have to collect sales tax for 
each of those states. 
 
Nexus rules have changed dramatically in the last couple of years and is no longer based on where 
you physically work, reside, or deliver services.  

 

9. Choose A Tax Year 
What will be your tax year? The tax year is the annual accounting period for keeping records and 
reporting income and expenses. The first time you file a tax return on behalf of your company, you 
must decide if you intend to report income and deductions based on a traditional calendar year or a 
fiscal year. The Internal Revenue Service (IRS) defines the calendar year as January 1 through 
December 31.  

A fiscal year is a one-year period that companies and governments use for financial reporting and 
budgeting. A fiscal year is most commonly used for accounting purposes to prepare financial 
statements. Although a fiscal year can start on January 1st and end on December 31st, not all fiscal 
years correspond with the calendar year.  For example, universities often begin and end their fiscal 
years according to the school year.  

The U.S. federal government runs on an Oct 1 to Sep 30 fiscal year. It is common for nonprofit 
organizations to observe a Jul 1 to Jun 30 fiscal year. Fiscal years that vary from a calendar year are 
typically chosen due to the specific nature of the business.  For example, nonprofit organizations 
typically align their year with the timing of grant awards. 

A fiscal year is important to publicly traded corporations and their investors since it includes revenue 
and earnings making year-to-year comparisons possible. For tax purposes, the Internal Revenue 
Service (IRS) allows companies to be either calendar-year taxpayers or fiscal-year taxpayers. 

The default IRS system is based on the calendar year, so fiscal-year taxpayers have to make some 
adjustments to the deadlines for filing certain forms and making payments. While most taxpayers 
must file by April 15 following the year for which they are filing, fiscal-year taxpayers must file by the 
15th day of the fourth month following the end of their fiscal year. For example, a business observing 
a fiscal year from June 1 to May 31 must submit its tax return by Sept. 15. 

 

10. Set Up an Accounting and Tax System 
Accounting and Taxes frequently get lumped together as if they are the same thing… they are 
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not. 
 
Warren Buffet tells us that “Accounting is the language of business.” You don’t need to know how 
to do it, but you absolutely need to understand it and have it in place. 
 
If you are not sure how to start this process, we have a quick solution for you. Simply go to 
www.taxplanwealth.com and take advantage of a complimentary accounting or tax consultation. 
Frequently, we can completely automate this process, removing the additional expense of a 
bookkeeper. One wrong step here can cost you dearly in being out of compliance but also in 
overpayment of your taxes.  
 
Forbes tells us 93% of all small businesses overpay their taxes by $10,000 or more!! 
 

11. Set Up a Payroll Service 
When you pay yourself through a company you are considered an employee, so it’s recommended 
you utilize a 3rd party service for payroll. It’s inexpensive and they understand all the rules and 
regulations. A major mistake company owners often make is failure to manage their payroll correctly. 
A company does not protect you from mismanagement of federal payroll taxes; you will be 
held personally liable REGARDLESS of your entity structure.  
 
If you are a sole proprietor, you are a business owner, not an employee of your company. You don't 
receive a paycheck or payroll, and you won't find your salary on your Schedule C. If you need money 
for personal living expenses, you take what's called a "draw" from the business. There typically is no 
need for payroll service as a Sole Proprietor until you hire employees, or you convert your entity to a 
Corp.  
 

Tip: We recommend either www.Quickbooks.com or www.Gusto.com for processing 
payroll. If you need help setting these up, please let us know.  
 

12. Put Together a Business Plan 
A common misconception is that a business plan is only needed if you are planning to obtain 
funding from a financial institution or seeking investors.  HOWEVER, it is a good exercise to 
develop a plan for your business. It helps you identify problem areas before they might occur and 
opportunities for revenue channels you might have overlooked. So, even if you aren’t going to be 
using a business plan to try and get funding or investors, you absolutely will want to put together a 
plan, so you stay on track during that crucial first year. 
 
A business plan should have 8 main components:   

• Mission Statement 

• Vision Statement 

• Plans per Dept 

• Objectives 

• Strategies 

• Elevator Pitch 

• SWOT Analysis 

• Unique Value Proposition 
 

A Business Plan is NOT 100 pages, in a three-ring binder, sitting on your shelf. A Business Plan 
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should be concise and usable so it can be reviewed often and modified easily.  
 
You can find samples online to get you started with the fundamentals. We have found that in 
addition to these basics of a Business Plan mentioned above, working through the numbers is 
vital. Mission Statements and Vision Statements are necessary, but they also are our dreams, 
theories, and concepts. The REAL work starts when you apply these to the real world.  
 
This would include:  

• Identifying 7 Key Metrics of your Business Model and Product Pricing 

• Detailed Sales Success Activity 

• Then a month by month Business Cash Flow Analysis   

• Then a month by month Personal Cash Flow Analysis   

• All of these numbers result in you being able to measure and monitor your total Net Worth 
Calculator  

 
Only after applying real world numbers to your ideas and products will you see step by step how 
to reach the success of your business you truly desire.  
 
Although this may sound complex and time consuming, we have created a tool for this to 
be done in about an hour or less.  Click here to see a video example of this tool. It is 
approximately 23 minutes to walk through our 7 Step process.  Also feel free to reference our 
website www.businessplanwealth.com.  
 

13. Build a Business Credit Score 
Starting from day one you should be building a Business Credit Profile so you can remove the 
burden of using your personal credit to operate your business. Business Credit scores are the 
product of a business credit rating system that functions similar to your personal credit score, 
except it’s attached to your business identity and tax information (EIN) and not you personally. 
Building business credit doesn’t happen overnight but the quicker you get started the faster it pays 
off. 
 
Co-mingling debt, not just the cash, can be a huge risk for you personally. You actually reduce the 
risk for you and your family by establishing business credit in the business name as soon as 
possible.  Some of the wealthiest companies in the world are the most frequent users of corporate 
credit.  For example, Apple, Microsoft, Publix Grocery, Walmart, Etc. 

Tip: Visit www.creditplanwealth.com or our Facebook page of the same name, for tips 
and tools on how to establish business credit. There is also is step-by-step training you can 
purchase, as well as 80+ pre-approved lenders that will work with issuing business credit.   
 

14. Have a Website 
All businesses should have a website. The level and scope of your site depends on the type of 
business you are in. If you are going to sell on-line then you need a fully functioning website. If 
you are simply using your site to let people know where to find you then you need a simple site 
that lets people know who you are, validates your existence and shows them how to contact you. 
The first step is to establish the “why” of your website and stick with that, so you don’t get over 
sold on unnecessary bells and whistles. 
 
Websites can be broken down into 3 categories. 1) Simply a “business card” (think Yellow Pages). 
2) Establishes you as an authority in your niche with a ton of content (think WebMD).  3) Lead 
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Generating sites that generate calls and emails for people seeking your services. (think about 
multiple calls to action, click to call buttons, etc.) We use www.YrocConsulting.com (Cory Long) 
for much of our online work.  

Tip: There are a lot of on-line tools and training where you can build your own website. 
That is ok as long as you understand there is always a learning curve. It’s ALWAYS better if you 
can hire someone to help you so you can spend your time making money for your business and 
focus on your core competency, not learning an entirely different business or niche. 
 
In the event you are a do-it-yourselfer or just want to learn more about doing your own marketing 
in-house (or maybe have one of your staff do it for you), we have several trainings, contacts, and 
discounts available for our clients. (For example, click here for website building training.)  These 
cover web design, social media marketing, lead generation, online marketing, FB or Google ads, 
organic search, reputation management, automated reviews, or even just SEO services, just give 
us a call to discuss what you are trying to accomplish.  

 Tip: Be sure to use your company name properly. If you are a Corporation, you should be 
“ABC Inc.” or if you are an LLC, you would use “ABC LLC”.  Be sure to identify your company 
properly EVERYWHERE your company name is used. This includes your website, business cards, 
invoices, contracts, ads, marketing, etc. Without properly identifying your company in all public 
communications, you leave an opportunity for a litigator to say their client didn’t know they were 
dealing with a company or corporation but instead an individual person.  
 

15. Get Business Cards 
Your business cards say who you are, your title and how to get in contact with you. It’s important to 
have your business cards printed on nice paper. When you hand somebody a business card you are 
saying something about yourself. Don’t use cheap paper. If you can’t afford to have your cards 
branded just keep them clean and neat. Business cards are still the primary way people exchange 
information quickly. 

Tip: Vista Print www.vistaprint.com offers free business cards if you are ok with them 
putting their logo on the back of your card. 
 

16. Business Phone 
It’s never a good idea to make your cell phone your only business line. There are a variety of 
services that will answer your phone and bring a level of professionalism and legitimacy to your 
company. One missed call can cost you dearly. 
 

 
Tip: If you are short on funds but want to utilize an answering service check out Google 
Voice. 

 
 
Tip: You can always use a call tracking number and forward to it whatever number you 
would like so clients won’t have your personal phone number. If you would like a contact for 
establishing a call tracking number, we use www.GoBeyondLocal.com for our tracking 
numbers. info@gobeyondlocal.com. Ask for David. 
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17. Branding 
If you need a logo or design work done, you can use on-line services that will put together a 
branding package affordably. 

Tip: Check out www.upwork.com or www.99designs.com 
 

18. Document in Order to Defend 
Now that you have taken the step to run your business through a corporation or a company, you 
are required by law to maintain formal, accurate, and timely records. That includes monthly 
minutes, amendments, resolutions, annual filings, meetings and other official documents and 
decisions.  
 
Although an LLC is only required to document a meeting annually, we suggest you should have 
meeting minutes every month you have revenues or expenses.  In other words, at LEAST once a 
month, every month.  Remember a lawsuit, frivolous or not, will be based on the “preparedness of 
the evidence”.  Do you really want the minimum requirements met or do you want the abundance 
of evidence on your side?  
 
We have a service that has been providing business entity formation & formalities since 1971 and 
even has a written guarantee that protects your personal assets. You have enough on your plate, 
and this is easily and affordably outsourced. HOWEVER, when done incorrectly, your entire net 
worth is at stake.  
 

19. Establish a Legitimate Office Location 
If you will be operating out of your house, make sure you keep diligent records. It’s very easy to co-
mingle assets when you are using your home as an office. In the best-case scenario, it would be 
perfect if you could section off your house and only use a certain area for work. The home office 
deduction only works if there is a specific area that is “regularly and exclusively” used for business. 
This does NOT need to be an entire room, but a portion of a room is fine. 
 
There are also places that you can rent temporary or fractional office space. 
 
 

Tip:  Use shared office space such as what https://www.regus.com provides. 
 

20. Wear the Right Hat 
Now that you are a corporation/company you need to act like a corporation/company. When you are 
doing business, signing contracts or working on partnerships, you are acting on behalf of the 
company, so be sure you sign your name and title.   
 
For example, “Fred Stable, CEO of ABC Inc.” or “John Smith, Managing Member of ABC LLC”. 
 
 

  Tip:  Always remember, “you are not the company, the company is not you.” 

 
 

21. Plan to File your First Tax Return  
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Now that you are a corporation/company you need to act like a corporation/company by reporting 
your business activities, profits and losses to the IRS. Most of the tax code (70,000+ pages) is 
written for the business owner and investor. There can be multiple ways to take a single transaction 
or journal entry and each has a different taxable consequence. For example, there are 4 ways to 
take a home office depending on your entity structure. Additionally, the Home Conference Room 
Exemption frequently gets missed and is separate from the Home Office deduction.  
 
Beyond just Deductions, there can also be Credits, Deferrals, Exclusions, Exemptions, Preferential 
Tax Rates, Specific Tax Code, Specific Products with Tax Advantages, Entity Structuring, Niche 
Specific Strategies, TCJA 2017 changes (largest change in 32 years), and Advanced Planning 
Strategies for High Income Earners. 
 
Having a Tax Plan is fundamental to paying the least amount of tax you owe legally, morally, and 
ethically. A Tax Plan is something you do IN ADVANCE of your tax year and not when you have 
finished your tax year.  
 
Visit us on our FB page Tax Plan Wealth or schedule an appointment to discuss your specific 
situation at www.TaxPlanWealth.com  
 

It’s Not an Option – It’s the Law 
Federal, State, and municipalities all have laws that require compliance. The same is true of By- 
Laws (Operating Agreements) and these requirements must be met to maintain the liability 
protection between your business activities and your personal assets. 
 
If your company or corporation were to be involved in a lawsuit, one of the first things that will be 
subpoenaed is the corporate records.   
 
In an audit, they will ask for your corporate minutes, amendments, resolutions and stock ledger 
statement. (Also known as your Corporate Kit) 
 
If you can’t meet these basic requirements for corporate/company operations, then there is a good 
chance the liability protection of the entity will be disregarded, and your personal assets would be 
put at risk. 
 
Meeting the compliance requirements as outlined by state, federal and local laws, and even your 
own By-Laws, is the foundation to the asset protection your business entity can provide. 
 
Large companies understand the importance and the dire consequences that can come from not 
maintaining their entity formalities.  As a small business owner, you are at a severe disadvantage 
when it comes to meeting these requirements simply because many business owners are wearing 
17 hats to both own and operate their business. 
 
What should you do as a business owner or manager to ensure corporate formalities are complied 
with in an appropriate manner?  Follow the 21 steps above. 
 
When you become a member of the Corporate Veil Protection Service, you will be contacted and 
assigned your own Corporate Compliance Specialist.  This will be your main contact person through-
out the program. 
 
The first step will be to audit your records to determine where you stand with your compliance 
recordkeeping.  Our first goal is to get your records up to date if you’ve fallen behind and document 
all major or routine decisions. 
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After your records are brought current, you will be contacted every month by your personalized 
Corporate Compliance Specialist, who will monitor and make sure the actions of the company are 
being documented properly.   
 
Once a document is complete, it will be emailed to you for you to print, sign and insert into your 
corporate records book (that we can also provide for you). 
 
For the next twelve months you will have peace of mind knowing that all your business activities and 
risks are limited to the company and not your personal assets or other entities. 
 
Click here to speak with a corporate compliance specialist and see if this is the right fit for you. 
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