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For new entrepreneurs,
choosing what type of business
to be isn't as simple as ABC.
Federal and state tax conse-

quences, legal ramifications,
" and messages to your custom-
ers all come with the initials at
the end of your business’s
name. Know what each letter
could cost you before becom-
ingaC,anSoranilC. .
Because many of the differ-
ences are tax-driven, Cammi
Bailey, 46, of Bailey, Blum
- CPAs PLLC in Tempe says the
primary concern for most peo-
ple is minimizing taxes.

“Initially, a lot of business

owners become sole propri-
etorshlps or- limited liability
companies because these are
fairly simple,” she says. “But

for tax purposes, those can also -

" be very costly.”

For instance, sole propri-£
etors are responsible for all
taxes of the business. -

" “T always advise talking to a
professional so that you don’t
get blindsided,” Bailey said.
“Pll have a sole proprietor in to
get their taxes done, and
they’re not aware that there’s
15.4 percent tax due.”

The process has gotten easi-
er. With the proper paperwork,
you can designate one title for

" your company and opt for it to
be treated as a different type
for tax purposes. And your de-
cision is not set in stone.

Vicki Harris, of Hunter Ha-

- gan & Co. Lid., says sole propri-
etorships and LLCs are easy to
dissolve or fransform to a dif-
ferent entity with little or no
tax consequences.

An attorney is another good
resource in case you get sued.

“Incorporating provides a
‘corporate shield’ that sepa-
rates your business assets and

. liabilities from your personal

_finances,” Bailey said.

“Having those initials
after your name says that
you.take your business
seriously. It legitimizes
your business.”

Cammi Bailey of Bailey,
Blum CPAs PLLC in Tempe

All ‘business types except

sole proprietorships and gen-

eral partnerships will shield -

your personal assets, says Har-
ris, 47.

“Tf you buy a house to rent

out, you want to (make it a cor-
poration) so if your tenant slips
and falls, he can only look to the
property to sue. You'vé limited
your exposure. ”

Legal issues can also arise
from your company’s designa-
tion when you consider how
you represent yourself to the
public.

“You can get -caught up in

liability issues if you’ve pro-. ..
.vided a service to someone and

they think they’re-doing busi-
ness with an md1v1dual ” Har-
ris said.

_When you decide what form
your business will take, you
must make it known to the pub-

lic and to the government. Foi~
-all kinds of corporations, the

Arizona Corporation Commis-
sion requires a legal notice to
be published in a general-cir-
culation newspaper.

Credibility can also come
with corporations. - -

“Having those initials after
your name says that you take
your business seriously,” Bai-
ley said:. “You have taken the

"time and the expense. It legiti-

mizes your business.”

A version of this stor_y appears
in the .Tuly issue of Arizona
Woman. -
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