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I. The Corporate Form

A. Characteristics of a Corp (p 28 LL)

1. Entity Status – Separate Legal Entity formed under authority of law of a State for the purpose of conducting business for profit.

Four Characteristics of a Corporation:

a. Limited Liability of the individual owners (SH)

b. Free Transferability of Ownership Interest

c. Continuity of Existence – perpetual existence 

d. Centralized Management – via Board of Directors

2. Generally a Corporation:
a. Sue and be sued

b. Pay Income Taxes at the Corporate level

c. Enter into a Contract

d. Buy/Sell Real and Personal Property

e. Can be charged with AND Convicted of Crimes

f. Enjoy the same Constitutional rights as Individuals

g. Participate in Political activities

h. Make Charitable Contributions

3. Tax Structure of a Corporation
a. Net Profits (Income) Taxed at the Corporate Level

b. Dividends paid to SH are Nondeductible to the Corp (paid from After-Tax Income); Taxable to the SH when received

c. Subchapter S Corporation is alternative-allows flow thru treatment of Income

(1) Requirements of Sub S Corp

· <= 75 SH

· One Class of Stock

· SH must be either: Individuals, Qualified Sub S Estates or QSST

· SH CANNOT be Non Resident Alien

· Corp CANNOT be member of Affiliated group 
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