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CREATE YOUR OWN CORPORATION OR LLC IN TENNESSEE

(FOR SINGLE OWNERS OR MEMBERS ONLY)

CREATE A CORPORATION

Go to the Secretary of State’s web site at www.state.tn.us/sos.   Then you search for “Business” and “For Profit” and then “Forms”.  The form you want to select is “Charter”.  You can actually fill in this PDF form and print it out, though you can’t save the completed form to your computer.  You mail the completed form to the Secretary of State’s office with the $100. filing fee and that will get you started.  A couple of things that you need to know in filing out the form.  Every corporation must have a “registered agent”, someone who is authorized to receive official legal documents.  That can be you.  You can also be the “incorporator”.  Another question asks, “How many shares of stock are to be issued?”  In your initial corporate documents the company will authorize a certain number of shares that may be issued, but you will not issue all of these.  Let’s say1000 shares are authorized but only 100 shares are actually issued (to you of course). One requirement is that “Company” or “Inc.” or “Co.”must appear in the name of the company (which, by the way, you have previously selected and then verified on the Secretary of State’s site under “Business Name Availability”  that the name has not already been taken).  On going cost to maintain your corporation is $20. per year. 
CREATE AN LLC
Go to www.state.tn.us/sos  which is the Secretary of State’s web site.  In the upper left hand corner you click on “Business Services”.  On the next screen under “Corporations” click on “Business Name Availability Search” (There you can find out if the name you want for your LLC is available.  Assuming it is, go back to “Corporations” and click on “Forms and Fees Schedules”.  Scroll down to the forms for Limited Liability Companies.  Click on “Articles of Organization”.  Up will come the form which you can fill out on line though you can’t save the filled out form to your computer.  You can complete the form, print it making a copy for yourself and mail one in with the filing fee which is $300.  Note that every LLC must have a “Registered Agent”.  You, of course, can be that person.  You also have to indicate that the LLC will be “Member Managed”. Unlike corporations whose owners are stockholders, owners of LLC’s are called members and they may be managing members or inactive members.  Ongoing cost to maintain your LLC is $300. per year.
Why do we say this approach is for single stockholders/owners in the case of corporations or single members/owners in the case of LLC’s?  The simple answer is that when you add additional stockholders or additional members you create issues that can only be addressed legally by an attorney.  THIS IS EXTREMELY IMPORTANT!

Why do Tennesseans select one form of business structure over another?  That is a very good question and not one that has a simple answer.  The LLC structure is more flexible.  The corporate structure is more structured and requires the formation of a Board of Directors with at least one board meeting a year and minutes to be taken at such meetings.  The LLC is more expensive to set up and much more expensive to maintain annually with the state.  (Attorneys and CPAs tend to ignore this difference; it isn’t their money!).  There is no Federal tax advantage to an LLC over a corporation that has elected the “S” status.  Both structures offer similar protection for personal assets if the structures are properly maintained.  A single member managed LLC does not have to generate a separate Federal tax return at year end, a corporation does.  What we suggest is that you discuss both structures with your CPA or accountant and have him or her make a cost benefit analysis of each structure as it relates to your particular situation before you go to the Secretary of State’s web site.
