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I know that having a corporation can sound daunting, particularly if you’re a one-woman or
one-man show, but corporations are a great option if you are farther along with your business.  

Especially S-Corporations also known as an S-Corp. We’re going to talk about what an S-Corp
is and when you might need one in this podcast episode. 

What’s an S-Corp, Exactly? 

You can have a corporation with just one shareholder, one director, and one officer - and that’s
YOU!  When you’re the only one running the show, you might want to create a SMALL
corporation, an S-Corporation (or S-Corp, for short). 

An S-Corp gets its name from the Internal Revenue Service. I know, the IRS! The “S” actually
refers to Subchapter S of the Internal Revenue Code. First, you have a corporation created at
the state level. Then, you file paperwork with the IRS to be granted Subchapter S status at the
federal level. 

Can an S-Corp save you money on taxes? 

S-Corps offer the potential to save you a significant money over time. No joke. That’s one of
the main reasons a lot of business owners elect S-Corp status. This isn’t a given though. It
always depends on your particular situation, so be sure to talk with your accountant and
crunch the numbers to see if creating an S-Corp will benefit you financially when it comes to
taxes. It often can. 

Are S-Corps more work than LLCs? 

Not gonna lie. Yep! Overall, S-Corporations are more work than LLCs both in time and money.  
Yep! Overall, S-Corporations are more work than LLCs both in time and money.  
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You have to determine your salary and pay payroll taxes.  
 
You pay taxes on the corporate tax schedule (generally four times per year,
though it can vary, plus your individual tax return - so that’s a lotta tax returns!).  
 
You’ll have increased bookkeeping and accounting help, so your team costs can
increase considerably for an accountant and bookkeeper – it’s well-worth it
though! 

You have much more tax flexibility around declaring your income as
salary or as parts of your financial receipts as distributions—which have
different tax implications (you still must pay taxes on all of your income,
of course!) 
 
You can receive possible significant tax savings – we’ve chatted about
that. 
 
You can easily transfer your shares if you wish to sell your interest in
the S-Corp 
 
Your costs to create and maintain the S-Corp and paying a lawyer,
accountant and bookkeeper to help you are legitimate business
expenses that you can record for your business. 

Pros of an S-Corp 

There are more corporate requirements for S-Corps than for LLCs too. You have to: 

Hold annual meetings of shareholders and directors (even if it’s just you!) 
 
Record corporate minutes from your meetings. 
 
Operate more by electing S-Corp Status as an existing LLC. If you already have
an LLC, you simply file documentation with the IRS within 90 days after formation
of the LLC and you can receive S-Corp status. (There are exceptions to the 90-day
rule, so speak to an attorney or accountant for assistance.) This is an easy way to
receive the benefits of an S-Corp without having to dissolve your LLC and start all
over again with an S-Corp which can involve time, money and hassle. 
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Cons of an S-Corp - and these are just a handful 

They’re more complicated to create and maintain on an annual basis 
 
You must follow proper corporate record-keeping, hold annual meetings, and
record minutes 
 
You can’t have more than 100 shareholders (which isn’t a problem for
solopreneurs!) 
 
All shareholders of S-Corps must be US citizens. 
 
You can have only one class of stock (which isn’t an issue for solopreneurs but
can be limiting if you want to have investors at different levels owning
different amounts of your business.)  
 
Must establish salaries, payroll deductions, and distributions and pay payroll
tax (FITA, FUCA, and income tax withholding) 
 
Foreign corporations formed outside the US may not elect to be S-Corps 
 
Some states require a separate form to be filed at the state level as they don’t
honor the federal S-Corp election form 
 
There are timeframes around when the S-Corp election form should be filed
or there can be additional ramifications  
 
If you ever want to convert your S-Corp to a different type of business entity,
it may involve greater costs based on built-up appreciation in the value of the
business. 
 
Sometimes triggers greater IRS scrutiny to make sure that salary and
distributions are accurate and reasonable. 
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There are 2 ways to become an S-Corp: 

1. Create a new S-Corp. If you don’t have any corporate entity in place, you may
choose to create a new S-Corp by creating a corporation at the state level and
then filing the S-Corp election form with the IRS. 

2. By electing S-Corp Status as an existing LLC. If you already have an LLC, you
simply file documentation with the IRS within 90 days after formation of the LLC
and you can receive S-Corp status. This is an easy way to receive the benefits of
an S-Corp without having to dissolve your LLC and start all over again with an S-
Corp which can involve time, money and hassle. 

Why you should thank the IRS (Seriously. I’m not kidding.) 

The IRS gives small business owners a tremendous gift wrapped up in a huge red bow. They
allow you to start out as a Sole Proprietor, then create an LLC as you expand, and then elect
S-Corp status without having to shut down and dissolve your LLC and form a new S-Corp.
This saves you time, money, and the headache of having to change information on your bank
accounts, invoices, credit cards, tax forms, business cards, and other paperwork.  

And finally, when is the right time to “go pro” with an S-Corp? 

Not surprisingly, the answer is that it depends on your individual situation. You always want to
talk with your own attorney and accountant. A good benchmark figure is when your income
or gross sales reaches six figures. 

But other people “just know” that it’s time for them to go pro. They’ve watched their business
grow steadily and their intuition is whispering for them to not risk it and to get legally covered.
Besides wanting to protect themselves, they want to have their business feel more
professional and have an official business entity.  

That’s why I align corporate entities like S-Corps with the third eye chakra – the chakra
related to intuition and inner knowledge. For some people they are internally led to create a
business entity by their own intuition or inner knowledge. They just know it’s time to step up in
a bigger way as a business owner. 



Have questions about S-Corps or want to share how much safer or more secure you feel
having listened to YOUR intuition to create an S-Corp? Feel free to reach out to us at
clientlove@lisafraley.com. We’d love to hear about it. 

Kudos to you for listening to this episode to find out when you need an S-Corp. Thanks for
being part of the Legal Love tribe. Here’s to getting legally enlightened! 

With Legal Love™, 
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This information is for educational and informational purposes only.  
It is not legal advice and it does not create an attorney-client relationship. 

For my full disclaimer, please visit lisafraley.com/disclaimer. 

Lisa Fraley, JD, CHHC, AADP, is an acclaimed attorney, Legal Coach®, speaker and 
#1 Best Selling Author of "Easy Legal Steps...That are Also Good for Your Soul."  
With her unique blend of coaching, legal expertise, and spirituality, Lisa has
supported thousands of heart-centered entrepreneurs and small business owners to
protect themselves, their businesses and their brands through DIY legal templates,
online legal courses and one-on-one services.  

From sharing international stages with thought leaders like Kris Carr and  
Gabrielle Bernstein to being featured on hundreds of podcasts, webinars,  
radio shows and bonus calls, Lisa has made it her mission to help every single 
small business owner understand that the law can be accessible, empowering,  
loving, and even spiritual. When she's not saving the world (with Legal Love) one
contract at a time, she's posting free legal tips and connecting with her tribe at
lisafraley.com.  
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Find out more about how to create an S-Corp 
 at lisafraley.com/scorp

https://lisafraley.com/disclaimer
https://lisafraley.com/scorp/

