| EGAL STRUCTURE & REGISTRATI ONW

When you start your business, you must decide what legal
structure it will have. There are several choices of business
fomats in Colorado including sole proprietorship, general par-
nership, imited parinership, corporation, mited Eability company,
registered limited liability partnership, registered limited

liability limited parinership and limited parinership association.

There are several jssuss tal wou shoukd
eangider when detsnmining the kegal sine-
lure of your busness. Frel, 16owhal exient
willl yiou be personally at lraneial and legal
rek? Seoond, who will e the contraling
imerest in the businsss?
Third, how will the busnsess
ke financed? Thers are
advantape=s and deadvan-
lages ko oaach legal stue-
lure., Ag o new businsss
prilrepransur, you  shaukd
paaming all the charsctens-
licgs and detenmine which &
el suited 1o your needs.

As yau decide upon wo
legal struciure, you shoukd
carafully svabuale boedh pour
pressnt and [uture ressds o
pprating your business. To
mvaid duplication of legal

pepensss,  Fosnsing  and

paperwerk, analyee your var-
i aplions and dhwooss he
business siroclure that will
mesl your |omg-tenm needs
rather than cheasing o busi-
ness slructure solely Tar s
shori-lerm convenience.
Whils iLis not a regquirerssnl,
it iy be valuable 1o consull
an atkamey. See s chepler
o Chaosing Advisors far suggestions an
o B st an aflomey and allser prales-
aonal advisars.

SoLE PROPRIETORSEHIP

A Sple Proprisorship iz o busmess
paned and opersted by o sinpgle individual,
There are lew egal recquinemsms o be mel
Lo establish a sole prapistoeship. 1o indi-
vidual iz operaling the busness under o
narme atleer than hisdher cen full first amd
Izt legal mamses, the business name must
b registered as o Wrade name with the

Crlorada Department of Revenue. L is the
mast eommen farm al legal struciuee Toe
new small businesses,

Aclvantmgpes — 1 is the least complicst-
el Torm of legal strecture. Al pralils amd

loses of the business are reparisd dirssthy
o e cvamesr’s persanal inssame L el
All dacmiaon making and Sontrel remans in
the hands af tha singles owmer. A% a resull
the owner is able 1o respond quickly 1o
Larsive=ss challenges and opportunities.
Digmdvammges — The primary disad-
vanlage al a sale praprgiseship & that the
propetar i personally responsible Tor all
the busines: Eabilftes and debis. B the
business s unable B omeel s Gnancal
phligalions, creditors may pursus e per-
sanal assels of e awner. The sele prapri-
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phar s peneraly limiesd 6 linanang the
buginess by wsing hisher oen sssals
ardiar Bemawing money, Bamowing moeey
will redquine periadic loan payments rsgard-
less ol whether the business is making
maney. Therstars, e st thal the osmer’s
persanal assets are sl sk B an impariani
fsstar. W you and your spouse rm your
baumire=ss iogether and sham in the profits,
vour busmness may be considered 8 pan-
nership. You shauld resard your respesctine
shares af parineship income or loss sspa-
ralely for self-smployment Baes. Doy this
may or may nok increane your lolal B 1L
willl ersure That aach spouse recsies oned-
it Bar social security samings an which
bensfite are  bassd. IS
Publication #8541, *Parinerships,” is a use-

retirsment

ful guide regarding  partsership liling
requiremeEnls and the alacalion of incame
la the parners. Marsed couples are
ercaured B consull o compelEnl Las
profassional 10 delamine the exacl bE
implications of their businesss.

The Colorada Department al Revenue
Wil resquire that a husband and wile regis-
L e e name ps o gerderal parinership
il Ball are Esied a5 aeners of e business

MOTE: The ansler of a business
betamen spauses is considersd o change in
pnership and is reabsd in the same naan-
ner as the ransler ar sale al 8 busness
bestevean twva unielsted ndividuals.

GEMERAL PARTNERSHIP

A General Parinership is & business
e By vees o e individunls or ather
buginess amiies. Ahhaugh it = nal
resquired, it i strongly recommended that o
penieral parnership prepare 3 sarilten man-
nership agresment thal authnes the bosi-
neEes” stnuciure and each partner’s respan-
cibiiities. I the partnership owre real prop-
erly, the parmership sgreement should be
filed im the counly where the properly is
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LECGAL STRUCTUKE SLEMMARY

When starting wosr aww lusares, ron mesd cargluliy chagsy ibs appeo
fsade deal structare for Four busivas. You should suamme the charac
ferifics o snch siructure aloony mith the wends amd devires pow bave far

Four busives

1} Sale Propeietor — Thils is 3 single indindual who owns and
pperates the busimess. There i nis leml cepantion between the
incdividuz! amd the baines. She'he benelits brom 100 percent of
the protis and & persomally respongible bar 100 percent of all the
debis and kabdiites of the bumines. IF you and your spouse nen your
busiress together vou have the omian of registering vour bosness
2= 2 sobe proprietar or 2 generl parneship. Cobordo lawe albos 2
huzbard and wite io register 35 a sole propristor when they regster
their awnership nder are legal rame oaly with the Caloradn
epartment of Heverue Thee baw allbras the second spouse full
respainsibility tor the business

1} Married Couples — Ciouplies are encouraged to oonsult a com.
peterit 1ax prodessonal e determine the exact tax implications bar
inemseles amd their busiress. You and vodr spouse may mun yoor
busimess together and share in ihe protis. Be xeare, though, that
yoiar business may be corsadered 2 pastrership. The Calonda
Dlepariment af Kevense registers ibe imde rame as a genen! pan-
nership if both are lkted a5 awners af the busines

3} Ceeneral Partmership — This & very similar to a sobe propa.-
etorship except that there are two or mane indseeduzls or entities
who awn the busiress. & gererad pannieship alters the mears for
poaling all rezources and charing coneral af 2 buginess. There i
refatively litle karmadity required to establish and run the business,
and control remadns with thbe pariners. However, all partners
rezmain DO peroent respansible for all the debts and lizbilities of
the bisines, regardless of any pannershap agresment autlining
wark resporeshil®ies and chares ol proti

4} Limiged Parimership — This provides the abiliy 1o sooquire
additicml cpdial while avokding the mesd 1o bomow s the seneral
partmeris) maintadnis) cantrol ab the day-o.day aperadiong of your
busimes=. The general partners) &'are 100 peroent respansible for
2l the debis ared liabdite af the business. The limited patners
liahility dioes not excesd hioher investment inthe business.
Haveewer, the limvited partrer may nist be invodved inthe opera.
teans ar management of the biness.

¥} Corparation — Thi & 2 lezl entity separate tram the cwners
of the busiress. [ here are signiticand formaliiees that muost be
pbeerved o propedy aperte a corpanation. The compearation pra-
vides 2 wall ol Hability protection betwesn the busiress and 1he
owwners. |t kas the ability to ralse capited by wasing stock. While the
limitted Bability enjoyved by shareholders may apnear atraciive,
maet creditars will probably requine 3 persoml gEnnte: 15 colat.
eral. The corpomiion mis: pay fs own e in addinan b the
e, wwl owrers who wark in the bgines are considersd
emplovess. A corporation may become an s Coeparatian thirough
anplication ta the IES. This will diminate the double taxanan of a

morparation, but may reasti m the loez of some fax dedisctiore and
reduce Hewibdity on the handling of busines bosse |t dies PO
Himinaie emplayer respansibdliises for composaie officers

] “%" Uarporation — Thes is not 2 sepamte torm ol legad struc-
ture, bt rmiher 2 spedal tax stats gramed by ke [BS 0 oa corpao.
ratkan 1o 1w the Gusiness income like 2 parinership or 3 sale pro.
prietorship. & comparation elects %" Corparation st by iling
with the IF5 oo boem 2553, “Elemion by a Sl Business
|::-\.|I'|'||.l':|l LIl

71 Limibed Liakiliey Company — Dhis combines the benetits ol
lighility pratection ina corparation with 3 mare simplified @x
struciure like a partnership. b s simifar to an s Comoration with.
aut the BS restrictions. However, limited Habiliny commpanies are a
relatively new taren of bukiness stnscture

4] Limited Liabiliey Partnerships and Limiged Liabilicy Limited
Partnerskips — Thieee are new barms of begal strucire in
Caolorado since buly £, 1995, They are similar to lemived liabidiy
compandes with principal benehits to all owners whi are members
af 2 gingle brereed profeuan Anypane coredering the foemmtion
at 2 limited Eability partnership or & limited liabiliy limaed pas-
nership is strongly encoursged 1o use an atiomey,

4) Limived Partnership Assoclation — This i 2 new form of begal
siracture in Calorado elfective luly 1, 1995, This stnecoure i differ.
&t fram a partnesship or lmited liahilisy partneship e that the
ssocizion kas an mdeliriie [2e. s exkience dies mat lermiraie
umion the disassooation, death ar bankmnmtoy at any af s patners
Far more irfermation abost thes fruoture it 1 strongly recomimend -
e tha you contact an stamey bar specSic liability pratectsan

10 Moeprodfie — The is & vem that relers bo an arganization
whiich w=es all prakits 1o hether crganizatonal goaks irctend of dis.
irbazgting the prafite to sharehalders, orsardzers or owners. In
Caolorsdn, an ceganizason may choase (o be an unincarmsrated
norpratit associatson ar a nonpeofic corpomson. Estzblishing tax.
exempl staius s 2 second process thas s completed by Hlirg either
Package #1024, “Applicaiian for Becogniison of Exempaion Under
Secticn 50043 or 21023, “Applicaian sor Becogrinian al
Fxempaicn,” with the 1HS.

11 e pezrative — Thiks is a legad organization thae is foemed by a
group of individmls andlor busiresses that desire o waork together
for their “conpentive” benetit. |t albos 2 group of sepamte individ.
il Bmkinesses to Win iomether for 2 common paerpcree asch as the
bulk puerchase ot maierials, for sharing alfice space or tie sel| coem.-
min prodscts. A yau decide upan your ezl structure, vou shaold
aaretully evalumbe bath your present and ivore nesds tor opemting
vaur business. T avoid dupscation ol begal expenses, licensing and
paperwark, analyze your var o aptions and chooes ihe business
structure that will mest your bang term needs riber than chaosing
1 bumanes siruciure salely for ivs sham-rerm cornverderce. While it
k& not a requirement, i mzy be valmble toocommull an attamey, Se
ke chapter an Checsing Advisors bor suggestions oo how 1o select
am acoountard, attoerey and other prodesiona] sdheeors
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tang including “How fo Forme Y QD
Noograld  Corpevaban™  and  “Flscal
Sponsorsfpe: & Wi to Oo I Sight”™ For
more information, conlact CAMNPO & 295
Eagl 161h Avspue, #1000, Denws, CO
&I, (203 &32- BP0, 1-B00-232-6554.
Cammunily Fesounse Center (CRAC) helps
lake slart-up groups Uecugh the process
al Farming a nonprefit CAC provides direct
training, comsullalion and empavssnnent
services o nanpeefits, ncluding leadenship
training for diresiors CAC also publishes
the “Colorade Grants Guide™ and the
“Colarada Funding Reporl” For mors
infermation conlasl CAC  at 665
Broadway, #300, Denver, CO B05H03-
043k [203] 623- 1540 ar ocanlscl the
websils al wwnscreamericaangs ar email
infad croamericn.omg

COOPERATIVES

A cooperstie i a legal aganizalion
that & Farmed by & group of individuals
anidior businesses that desire 1o wark
tagether far their “cooperalive” benshl &
cosaperalive has v unigue charmcleistios.
A cooparstie allras a group of separale
imdividuale or indiidual busnesses 16 join
gether Tor o comman purpose sudh as
the bk purcherss of maleniak, bar sharing
alfice spacs or 16 s=&l comman producls
Wil o cooperatiee bos o cover i1s oosls o
slay in business, it can locus s resources
an messling the nesds of il user-owness,
called members. Business decisions ane
e an e basis of what is in te cweerall
best inlerests of the members. Esdh mem-
ber mamlsne hisfher sistus a5 an indwid-
il o mdiviclual businesiss and e coopera-
e Bascomes o means o realze conmon
Business and persanal poals.

NOTE A oooperstne & nod o lorm of
lejgal struciure ussd Ao aperale o singls
independent business. In & cooperative,
sxch member gererally has anly one vk
regariless of the amaunt ol equity cwmesd.
This ame-member,  ane-vale  appraach
makas cooparatves very demooratic. This
b vievesd & an advantage ar a disad-
wankage. Wealthy members can'l buy can-
trall and sl membeers have squsl say in bow
the Business B conducted. Howeer, il doss
rial Lk into aceeonl the amount of inan-
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cigl andor lime conmiments rede 1o e
ampanimtion. In o non-csopeathee bus-

e, people usually havwe wiling powser That

i hassad ealsly on their squity inwestment. &

crsape e My arguniie a5 an uninoeipo-

ratec] associtian. The is the lesst fannal
mellad for organizing o cooperalive. The
anly gavertemant requirement s e regis-
tration of a trads name with e Colordo

Department of Reveruie. Howsser, you must

alsg adapd md hunee asilable Tor msembers

a comslitulion, afides af assecialion or 3

wrillen declaration al arganimlion

Miast groups, howsener, arganize o a
oorparation. Orgoanizing as 4 carparalicn
hag ihres aduanlages.

» The parsanal abslily of ssch member i
loazspg sulferied by the sooperative is imiled
B the rmembers gty in e cooperative.

o The cooperalive sdsls indepencdanty of
the arigivl arganiz=rs. Transker af carr-
ship and conlral is Smple. Mew members
purchass a membarship or o share al val-
i slock When o persan is no kanger s§-
gible ta be o membern, e cooperalive
repuichas=s that person’s membership
inlenesl.

» Organizing & o cofparalion conveys Lhe
image al & solid, lang-lesting wenture o
members and autsiders.

DuT=-0F=-STATE BUSIMESSES

Any oul ol siate business that wil havs
angang busness n e Siate ol Colerada
must  register  with  lhe  Colarado
Departmen of Revenue ar the Secrelary of
Siate bazed upon il legal strusiure. Daing
business in Colorada is MOT defined by
slalnle but eomenonly refers 1o any bus-
ness with & phygical location in Colerada
antior operation thal will exiend begand
&0 days

NOTE: Al wasges and incame eamed
fram week and operafians candusied in the
Siate of Colomdo are subjscl o Colerada
income lax regardless of e residency of
the indwidual or the business. Emplayers
musl wilhhbakl Colorada income 2x rom
smployes wages and make the reguired
egtinaled mooms s payments foc the
business.  Faler b the  Emploger
Fecpongsibilities and ke Incoms and
Praperly Tax chapters al Ehis Guide
more indormation an fling requirsments.
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WHERE TO REGISTER
Colowrde Departarent of Bepeans

I# vioan 2re 2 snbe proprieior argeneml panrership and will
ke doing basiness under a namne other tham vour own leml
name|s, wou must regester wour made namefsh with the
Ciairadio Department of Kevenue. Begistraton of the tade
name dices nat grar excesyve nghis to the use of the imde
name. Sake praprictor: and geneml parrerships gain scdu-
sive n@his 1o ke mame threasgh the uze of the name over 2
periad at time ar bar tiling 2 trademark inaddinan ta regis-
tering with ihe Colomdo Depariment of Bevenue. | yoo
war to lind out iF 2 mame i already being uzed, call the
Ciolarado Department of Revenues Tax Inlormatian line at
[30K3) 234, TITH or widt their websie =
whawe s INEasng A ake oo

There are twa Sorms which oo may use o regtsier a
trade mame. W waur bussness will nog zell tangible prodecis
or harve emploess, vou may use Farm DRE0SSE, “Trade
Mame Hegistratan.” Form DRSS may also be ised b reg-
|ster ary addiional trade names. IF vou will have sles
andd'or employess, you shoubd use Form CHO T,
Colomds Bedness Begistration.” The CROT00 will regisier
youur irade mame o well 2 open your sales tax licenze, stowe
wae withihal ding and ur-ev.'.[ll-:rl.'n'.en'. INSUFANCE ACoOunis
It the apmrapniate form wes not included with this Canide i
can ke abtained from the Colerado Department of Hevenue
a (303 1383278, or from the SHCC Hatlire at (303) 504
SO0 Compheted forms may be sent by mail 1a the
Codarada Depanment of Revenue, 1375 Sherman Sireet
DPerrer, U0 80281 or delivered in person at one ol the
lszal =ervice ceniters:

* Colarado Springs

4453 Austin Bufls Piowy. 2158

# [lenver

1375 Sherman 5. Koom 1060

# Fari Codlins

1121 W Prospect Bowd, Bldg [

# {;rand luncison

231 5 Sacih S, Room 206

# Puehkio

110 k. Abrendn foe, Samie Ad

Forms are also available through the Colorado
[departmert of Hevenue webaite ocated 2t wwwiaeoal-
orado.com or call {3063} 2383378 MOTE: Yia mail, yoa
will receive conlirmaiion of waur 3CoGUNE N Aporaximate-
Iy 3-d4 weeks. Liocal service cenders will estabdish accounts
whibe you wail.

SECNETARY OF STATE

If yaur busimess will ke 2 Limited Paminership
Limited Liabiliiy Compary, Carporation, Registered
Limited Liability Fartnership, Registered Limited
Liabiliry Limnited Fartnership or a Limited Partnership
Aszociation, wau musi Hle with the Secretary of Siate,
1560 Broadway, Suite 200, Denver, OO0 B020T, {30:3)
&4 2300 You can do this 20 wwwsos state. co.us These

lermns ol legal struciure die ot reglster trade names
wilh the Depamment of Hevenue. IF vou do business
under an additional mame, vou muss

like a "~iatement af Trede Bame” with

thie Secretary of State. Corpomtions,

limited partnerships, limoted lakdlivy E‘

companees and limited |izbility part- 'ﬂp’

nerships organdzed muiside Colorado | I

muzt e for authanay to do business o
oW

in Colorade. The Secretary of Siate Q# o
willl mat acceps papereeark lram & busl. ¥
ness if anather busines: iz already

using the same name. Theretore, yau
are encoraeed voodio 3 mame search

pricr to fling your papeniark

Intermal Bevenwe Service

All torms ol legal struciure, sacept
aale propretors with no emplovess,
must ahtan a Federal Employer
Iderailicaiion Mumber (FEBY). The
HEE s wour tederal tfax 1LY number.
“fou can ebiain your FEIM by:
) tiling a completed Porm 5.4 with the RS EIR
Urperation wnit for your staie Philadelphia, PG 149255 &
youll receive your FEIM within four wesks.
i callimg Tedeaim, (H00) £30-4532 Monday thraugh
Iriday Sam. 10pm {lor your time zone) and vou'll receive
wour BEEN immediately, or
<l laxing vaur 5.4 14 FAX-TIM number (21515 14.
006, FAX-TIM is available 14 hours a Day 7 days 2
week. Be sure to include a cover sheet showing your
FAX number and you should receive your FEIN within
fvaur business days. The form can be obdained from the
|k, 1-800-3T0 2676 ar thirowegh their wehsine
www.ire gov under forms. Sole praprietarzhins with na
emiphness Moy e s wocial seourity number as 2 bed-
eral tax [0 nmber or file Form 5.4 10 receive a FEIN
The 55-4 and many ather federal fax forms may be
abdained ram the |BY website located 22 wwanairs.gav
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LES

Henihoation Mumber (FEIN]) whethe
there are any eimployesss ar nol The
FEIM ig the bagic lederal L [0 number
far the arganization Tax-axsmpl slakus
recuines an sdditianal sel of fams and
paperesok Tax-susmpl slalus & granl-
sl by the nlemal Fevenue Safvios
[FRE) 1@ nonprofil orpanizations 1o
delermire thar slatus or peging leder-
a imcame Eawss. Farning @ nonprofit
sseaaalan oF even o ni-profit compo-
ration does RWOT autamaticaly acab-
lizh Lax-exempl slatus. In addition,
there are three lypes of ls-essnpd
benefits, and ane doss nod sulcmatically
grant the ather. The firsl shep o basoming
lax exsmpl is delenmining lederal Las-
expmpl sius. Thers are o number af weys
under |ntemal Revenue Code G00(c] by
which anm arganiziban may qualily for Ted-
eral Lan-svempl slatus. Geperally, only
aganiztions that have received lederal
lax-snempl stabus wder B07101C30 qualily

for Colorada  sales Las-essmpl stabus
501 (S]] siatus s issued only I religious,
charitable, lilerry or sducatianal crpanin-
g, organizalicns sl pramote natiossl
ar imematicnal amaksur spants compatlion
arvl crganimtions b the presenion of cr-
efty B children or animals. Comibulions
made 15 BOTEIED crgamizalicn: are lax
deductible @ th= domar Olher orpanin-

The Colomdo Busaess Bewume Casde

HONW TO [0 A MAME SEARCH

T search bar all buzineses registered in Uadorado, it 1= necesmry 1o da a
search with baoth the Depanment of Beverue and the Secretary of Stae. The
Calarsdo Depariment of Beverue has an online sernice where vou can check
1 sz 1Y a trade name for sole proprietors and general partnerships & already
registered. Vil the Calorada Diepariment of Bevenue's websiie at the
www . businessiax seate oo bar “lrade Mame search.” Ur cll the Colomada
Diepartment of Reverue o (203) T38-FAST (1274). The Secretany af Stxe will
prowide Informatan on trade names regesiered by carporations, [imited pari-
nerships, limited llahility companses, limited bability parinerdhips or made-
marks led in the S2aie of Codorado. All formis can be completed online.

WL RO S LS. Cik LS

Bans may besame lnx-eesmpt under other
subsectans ol 801(@). Publicalicn #5637,
“Tan-Exempl Salus for Your Organimlion”
is o useful RS publicatian in detsnining
a&n  arganizalion’s  lax-exempd  stakus.
Oiganizalicts that wish o beoome lax
enernpl under S000¢)3 must e RS
Package  #10%3,  Applicstion  Tan
Fecognition of Exsmplion. Orpganimafans
that wish W qualify Tor all ofher types of
E01ed nonprofil sistus shoukd refer o
Pubdicatian #8587 lar fling requirements. ¢
may Eake six months ar longer lor the RS
o process an application and issue a Lessg
al Determination axtablishing faderal non-
prafil, tax-saempl stalus. Conlact the RS
1] al 600 171h Stres=l, Denver, CO B0,
2} Call 1 (B00) B25-1040 ar
) Vs mhein washisite af wasain oo

Al o BIMEN3] Ledtesr ol
Determanalion is received rom the RS,
apply B ke Colorsde Deparimsent of
Fepenie far o sales lac-aemplion A sapy
al the Leller of Detenmination fnancial
slatements and documeants confirming yau
arpanizational structure amd functian must
sctompany application Form DR 16 1T e
Calarads Department ol Revernue dister-
mines  lhe  argamisbaon  qualilies  To
Calards Lw-swenpl siabus, o Cearlilicalion
al Exeimplicn suthorzing purcheses far e
ampanimtion without slak= or local sales
b= gramted. A Letler of
Dietermivatian fram the IRS does nod guar-
anles Colorado bu-esempal stalus, For add-
tional infarmalion. conksct the Colorado
Department al Revenue, Tagpeyer Serioas
Diwision af (B03) 230-32768.

Seme relgious, charilabls ad sduca-

lases il

Tianal meapralil las-esempl organisbans
rnay guality Tor praperty-tay ausmplion. An
arganizstian musl oan real praperly 1o
ke achanlage of this essnpion. Federsl
Tax-swempl slalus & nol ussd o delermins
whather an arganization qualilies Tor the
progerly-tan s pan. Organizstions that
wolkl like more infarmation shouhd conlsc
the Cakwade Department of Local Afains,
Divigian al Property Taxabion a1 1313
Sherman, Roocim 418, Depwer, OO0 S203,
[3003) BEG-3AT1.

Although nonprofil Em-essmpl organ-
Falicks may nal pay inoame G, they muost
still file tax retums |FS Fanm 95{0 is wused ki
federal income lax relurns and DR 11350 kn
siake returms. While thene are & ey awsep-
Tians, B-exempl amganizalions ae sl
resporsible for all pesroed] Tass and ol oder
ernploger resporsibilities an employess and
musl collsst appropiste sales 1ax when
seling persoral langible products o the
pubdic. Se= v Emplyer Fesponsibililies
ard Sale Tax chaptes of this Guide

Private Assistamnce lor Nonpralils:

The Colorada Assogation al Monpralit
Organizalions [CAMPO] s a slalewids
“lrode ssoaalion” far man-pralits in
Colarade. CANPD is & diverse group of
more than B0 nonpalil membsers. L pro-
wides infarmalich programs, publications
and proup purchagng serioss. CAMNPO
helps charilable and philamthrepic nan-
prafits manage heir organizations and
resources. N represenls the nanprolil s
Ior and s=rves as 8 badge bebween the
pubslc amd private ssctars. The CAMPO
Bocksione salis o number of uselul publics-



pariners in LLPs and LLLPs are direcily
cormidered the aperalors af the busmness.
There & wsuslly no elsction al allicers o
FIANNErs A% in corporalions ar LLCs
Advamages — Mew businessss and
exigling general parinerships  [corremly
regisiersd with the Colorada Depariment
ol Aevenue] may register &5 o Regslered
Limsitee Lishilty Portsership. Exigting limil-
e parinerships [curmently registersd wilh
the Colerado Seoretary al Siale] may regis-
ter o o Fepustersd Limibsd Liability Limiled
Parinership and pain liability protecton for
all pariners withoul o complets rssgani-
alion of the busness. The Eability probec-
B s sinilar 1 the prolection provided 1o
the awners of o carporalion. Onee an LLP
ar LLLP has besn regstered with the
Calarads Bacrelany of State, no other busi-
ness may regisier with e Colorsdo
Seorelary ol Siate vsing the same nome.
Thie kel of tee v i 10 gain the banefits
al the parineship fom of bosiness wisie
limiking the persanal liakiliy of the owners.
Dismdantages — LLPs are primarily for
Esusiresses whens all e owrers belong 1oa
gingle Ioensed prolession, g CPAs, altar-
ries, dactiars, efo 1L s a rew form of legal
struciure and il & ned o rscamized Torm of
legpall sfruscure in ol stales Anyane corsid-
ering Uss formation of o LLP or a LLLP
shoudd cansull o knawledgeable alkamey.

LimiTen PARTHERSHIPF
ASSOCIATIONS

The Colarada Limited Parisership
Agsacialion Acl orealed lhe new foom of
l=gal  sirsclure  salled  the  Limited
Parnership Associalion (LPA) amd becams
T an July 1, 1966, This new snlity & oe-
st by Biling SArticles of Associalion” wilh
the Calarsdo Secreiary af Stale.

Advanlapges — The main dilfesenss
Belween o limitsd parinesrship assacialion
andl a partnership or lmiled Fabilty part-
riership is e e sssocistian e anindel-
it fife. lls sxslencs Ermnales upan e
allimmative wole al all of its members or as
alherwize provided in the Byove and by fil-
i articles al dissabalion with the Colomndo
Secrelary of Stale. The asooalion's ssjs-
lemos dies nal lemminale upon e disssns-
ciulian, death o Banknuplecy al o parnes

Ceeneral Partnershap

Corporation

Lamited Liabihity Partnership

Monprofit Crgamzation

This bl drenbes b mgmakon mjmremb by [ ou ke product, sk e bore

-wrl

sl b i Sale Toorand Ewplrver Ros sl chapem of s G

Uinder the Act, LLCs may oonvert o LPAS in
the same Fashion thal they eould canvert 1o
partnerships o limiled perirerships onder
the Limited Linbility Company Acl.
Dischantages — LPAs must have Bao
ar mana pereong as members af the bus-
riess. This siructure is wary new and a1 this
time there are few inberprethe guidsines

NoNPROFIT
DRGANIZATIOMS

Monpralit & o 1erm thal relers B oan
arpanization which uses all profits & lurte
arpanimtional goals instesd of distribuling
the profils 1o sharehaldens, siganimers o
MOTE: Disribution ol wapes
includes  the payment of wagss] In
Calarda, an aiganiztion may dhooss i be
an Unincarpaated Monprofil Assosialion o
& Manprofit Corporalion

CTTIETE.

Association ve. Conporation

Monprail sssecialions are normally
farmed by clubys or oher feg lommal groaps
that da nat intend 1o sssk sy special ta-
xpimpl sialus or o aasl beyond the our-
rent members. [T oganized a5 an uninsar-
piraled nanpralil associpfion, & aonstilu-
Ban, aficlkes of assocabion of a wiillen
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declaration of arganization must b= adapl-
e by Ba ar mare parsois, and the nairs
must b registered with the Colarada
Department of Fevenue. A ruds nomes may
be regitered using Form ORBE2 or Form
CROS92. To further darily an associslion’s
nerpralil ststus, sdditionyl oplicrsl docu-
mentation may be fled with the Secrslary
al Biake. Heweeer, crgoamizalions thal want
o becorms lax-exermpl or exisl beyomnd e
currenl crganiaen should sonsider agan-
izing ng o Monpralit Corpanstian. While nod
expdicitly recquinesd, it will be easier i cblsin
lax-2xempl slatus if organized as & compo-
ratian rateer than as an assecialion. A
Monprofit Comporation mug fle ardces of
incaporalicn with the Secrslary af Stale in
somordance with the Colorada Monpraht
Carporalion AcL For the necessary lonms Lo
becams & Monprofit Coporalion, aonlact
the Secrelary af Siate, 1600 Broastwary,
Suite 200, Denwer, CO SIAT2, [304) D64
200, v sos slale.caus

Tox-Exmimpl Status

Alter arganizing. submit Farm 55-4,
Applicstion Tor Emplaver kentification
Mumbsr, o have the nbermal Fevenos
Service [IRS] asapgn a Federal Employer

LEGAL STRUCTURE & REGISTRATION
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are distribuled & sharsholders, Uwsy are
alss subjaal I axalion as pan of the indi-
widl sl shuarshisldiers moomne

S CORPORATION

An 5 Coporalion iz mol & separaba [oom
al legal siructurs, but rather & spsaal Lax
slatug granted by federal bl k8 oor-
paralice B lax the business’ neome like s
parinership or 8 sale propisiohip, A oor-
paralicn efects § Corporation stalus by fil-
it wailth the IRS an Form 2553, “Elsatian by
a Small Husiness Corporalion” Generally,
the slectian musl be Niled within 75 days of
incarparaling. Oherwiss, 8 coportian
iy mal charge ils stalus unlil the Begin-
riing ol emch new calsndar yaar, Fam 2553
sl b b Tiled By Blanch 1680 b be aflss-
e far e new tax year. Onoe alscted, &
Conparaticn slatus will saninue unlil the

sharehalders revoke the chaice ar a carpi-
rafion mo longer mesals the qualilicaions
Advamapges — An 5 Corporation has
Al the genersl sdvaniages of “reguls’ oor-
paralicee aucepl i does nok pay conporals
imoame tanes. || divides the epenses and
imsame asang its sharelalders. Individ sl
sharehalders repart profits ond lossss on
their persanal moome L relurs.
Diswdvantages — To apply for &
Ceonpsaration stales the business must sam-
ply with the fallawing restriclioms:
o st be a dameslic corpantian. IEcan-
rial be & firencial instillian usng the

The Colomdo Busaess Bewume Casde

reserve method al accounling Tor bad
debis, an insurance Campany, & corpan-
Ban el takes tax cradils Toe daing bus-
ness ina LS possestion, of be & domes-
B infermalional sales corpanstian [OESC)
I may onily b oneclass of stock issued
and autstanding.

0 omay nal have accomulaed samings
ant profils ab the class al sach thres can-
seculve cable years if 26 percent of its
gross receipts lor ssch of the years are
Passive

invasiment inoome  includes royalties,

reinls, diddemds interest, ammuilies, and

sales ar exchanges al siocks ar securilies.
» [ oy hawve a masimum of 76 sharshold-
e L may mal have as o sharsholder any

passe  imEsimEnl  income.

person wha is nol an individual excapt
certain qualtying lrusls or sertain queality-
g exenpt orpanirafiongs Sharsholders
musl be S citizers or residenl aliens.
o It must heree & B e ssnding Decernber 31,
o Al sherebakders must agree o slest 5
Camparalicn slabus.

Wihile an & Carporalion is nal subijsst 1o
deulbils Eaxstion as a regular corporatian, it
leses the ability bo deduct e Tull oost of
medical irsuranos a5 g busness aassnes
under corrent fax b Corporate alfioers
are slill realsd as amployees. Thers ans
alse dillerences in how business lasses are
carried farward, which may be posilive a
negatve depanding upen the indiidual sil-
ualion. & compelenl lag sdvsor should be
cansulled  befare applying far B
Corparalion ax stales LS impanan o
nil= thal e coporation must fike e
“Articks ol Incorporation”  with  the
Secretary of Stale balore il can apply B2 e
IRE Tor & Corporation slalus. Far more spe-
afic iMormatian abeul gualifing and
applying a5 an "5 Carparalion, conlach e
RS, al 00 13 Stresl, Dewer, CO B0AZ-
2490, 1-B00-529-1 040

LimiTen LiagiLiTy ComPANY

Thee Codprado Limited Liability Campany
At wars adapled in 1880 An LLC sombinas
the cancepts of parinsrships far L purpos-
et and corporafions for lisbilty purposes.
LLCe ar= erealed by liling “Anicles of
Diganization” wilh U Ssoretary ol Siake.
While similar, LLCs are WOT corpoarations.

In an LLC, the owners are callsd membeers.
The members may shsst or hire 3 manag-
i) o orun the business. 85 in & corpara-
Tian, Ehe cwmer(s)limembens] may set
Therreefwes 1o be e marsger ()

Advantages — Meambens of an LLE ars
pratected fram personal lsbility in the
sarme wayY As corporation sharsholders,
whills he enlity itsell can have the Rexibd-
ity al a partnership. The IRE has dedsr-
mined thal LLCs may sleal i be realed as
pariserships or coporations for ncoms
lax purposes. & Calarado LLC wall be ireal-
= as g parinership if thers are bao ar
more cwners, unless the LU elscts o be
taxed gz o carparalion. Howewern, stals law
allcras The formalion of an LLC by a singls
individual In thal case the RS will reat
the LLC 2% n sale proprietarship. Bacsss
LLCs ar= a new karm ol legal strociuns and
warkaus questions rsmain unanswered, il is
recommeantded that you cansull a kncrad-
stpeabile atamey il sansidenng the far-
ration of an LLC.

Disdvantages — LLCs are o meoog-
rided legal struchune in all stales. Howewer,
tax & lighility reatrment of an LLC is not
unifofm soroes siate Bnes Thers moy ales
b limitations on the randerability of own-
erehip in cerlain Sioationgs n that cass b
IRE may treat the LLC as o sole proprison-
ship of parinerduip.

LimiTeD LiABILITY
PARTMERSHIPS & LIMITED
LiagiLiTy LimiTED
PARTMERSHIPS

The Limited Lisbilty Linvitsd Partnership
Az became law July 1, 1995 The inkent of
the law is to create o farn of legal strochunes
which iz similar B 5 Corparations and
Limit=d  Liability Companies. Registered
Lnited Linkility Parinerships (LLP) and
Fegistered  Linviled  Linkilily  Linsiled
Parnerships [LLLP) lirse & parimer’s per-
sl Bability in the business o thar par-
sl investment in e Businesss, sacept in
areas relaled B their pesanal prafessonal
omducl LLPs and LLLPs Wil usually be
tasesd as pariserghips bul mey slect i b
tawed s corpantions. Bodh enfitiss are ore-
aed by fling a “Ragistralion Siaterment”
wilh the Calwada Seeretary al Seale. The
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AETICLES OF INCORPORATION

An attamey & et ragaired da file Astvcles of Incorporation. Homerer, if yon deoide mal o nsean affomey, you shawld sdwcaie yaursal thor-
sty rearding all aspects of a conporavan. The fallzwrmg are base defminzas riated 10 fing Amdes of Incorgeraton and shaw'd al be roasd-
aed compradensing (egal aderce. Far exenple, conmmon stock amd prefernad slock are i ina classes of stack thal a canfonetian sury sme Jnaddi-
ban, stock mary bane iber atindule and combinatons af alimbules mbvoh define g stackbalder’s nobis. Anicls of lncorboration sy reciude add-
tisal mfsemation rdending the sumagenens, shmoiure, purpeseand doal's of the coperaton mhich are aot oubined bee.

Corparation Mame i the name you wish o call your corporation. The rame must include the word compaoratian, oom.
pany, incorparated or lmdied or an abbreviation of one af these words. The name may not be the same as any exisiing
corparaion. Toa may inquire regarding mame sallabilicy inoperson or b mail at the Secretary of State, 1560 Froadway,

amite T0HE, Derrver OO0 80203 A& $50 payment should be incheded with maled requess. You can also perfarm 2 name
search ol wwwsos skale.cuus

Camulative Yoting e the akdlity ot 2 shareholder ioovote the number od shares owned muliplied by the number o
directars to be waled on. bor example, i sharehalder “A° awns 100 shares and three directars are being elected, shanehiodd -
er “A° haz Mk wates 1o cast far any are director or he can split up the vises and oo ame dessired rumber for any ane ar
muare o the candidates.

[Duratian, ihe lile of 2 corporation, iz perpetunl unless othersdze siaved in the Articles of
Incarparation. This means that a corparstion will exist for an indefinite periad of time, poten-
tizdly {orever, unless 2 specibc number of years & stated. Mast corporations are perpetual in durs.
thari.

Preemptive Rights entitle each sharchodder the nght (o mainiain the same propertion of
ovwmershilp 1F addiisonal shock 1= issued. |t a stockbalder pwre 25 percent of current cutstanding
stock, shethe would hmee the ontion bo purchase 15 percent of new issues belore the stock &
aelhered 1o anyame ofze

Comman Stock normally hias the following charsoernistics:
® The right ta vote lor the baard of directors
® Thie righit 1o recenve dividends when daclared fy ek board il direciors
# Thie righit 1o shiare in the disiribubon of aszets, slter creditors and preferred <iack, if the COrpa-
ration i liguidated

Preferred Stock i rearmalby azsociated with the follbowing characierstics:

& Wery limited vating righis

& Preference ower comman stockhal ders or receiving dividends

& A preterence over comman stockhol ders, alter credivors, in the distrdbution of asses it the car-
saratian s licgndabed

= The siock may be repurchased by the corporation at the aption of the comporatian.

Authorized Shares are the foial number of dhares that the corporstian has the athorty o
izzue. It there i more thian one class, record the numsber of shiares in each dass. The nenber ot ashorized shares may
vanily be changed at a later date by 2 vote of the stiockhalders as provided in the bdawe

Far Walue stock mis hawve a stated walee in the Amicles of Inoorporation. The stack cannat be sssued wnless par value
Iz paid 1o the comomatian.

Mo Par VWakue (MPY) siock = issued a a value determined bar the baard of direciars at the time ot lszue. Cenerathy, the
value |z determined by whatever price the miarket will bear wheen the siock iz saed

A Begistered Agent may be an indiwidual or ancther corparation whio represerz the corparmian. Although a pos
wrltice box may be Incduded, the regisiered agent must have 2 phivsical address an recard at all times with the Secretany of
State. The addrezz may or may not be the corporation’s phce of busines

A Board af Directosrs must have ooe or more members and the ramber ar method of determaning the number must be
specified in the bylows. irectors must be at least 12 vears of age.

Incorporatars are the indsiduals whis perfarm the imitial stens of incorpormian. They may or may not be irealved in
the compinraiinn= activities akter the foematian of the compomvon. Incorporators mesa be ot least 10 years of age

Bylaws are the rubss by which a comparation is managed and regulated. The bylaws are adopted and amended by the
besizrd ol direciors.
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lessted with the office fhal Reaps nesl
eglabe records. Mherwiss, there @ no
reduirsment b file the agreemenl with any
slale ar Paderal agency. T the parinens ans
aperaling e business under a namse albser
than thar awn legal names, the business
raarme sl e registersd as o tads name
wills the Colorada Departrment of Revenue.

Advantages — Partneships havs lea
=gl requirements for Tarmalicn
Partinerships are able o poel the Bnancial,
prafessional asd mansgens talenls and
resources of o or mone indiiduaks. &
parinership & finanssd thraugh the capitsl
coniributions of Ehe parimers and by bor-
rosing mioney. The profits and losses of the
business are reporied annually on Tederal
and slale parnership retums Howssever,
there are no parinership Taes The part-
riers are individually responsible for the
Lawess an thsr persomal incons b rsturns
Prodits wsd lemses may be dvided amang
the pariners in whalever noanner deter-
mined by the pariners

DEmdwantages — The parnes noa
general parkmership are parsanally lalde far
Al busmess debils. Been if e parimsership
agresment spesiliss o delined split in pral-
its, each pariser i 100 peroenl responsibls
far all Fabilties andd dabis. The parsonasl
aesits al sy ane ar all al te pariners may
b altached b oower e parisesrghip's Ba-
biliti=s,  regardless ol which
imtured e liabiliy or debt

parinsr

LimiTen PARTHERSHIP

A Limiled Parinership iz & business
cramisd by Bea ar mare indwiduals or other
business svlities in which al kst one of e
pertriens has limiksd lstlity protecion. Thens
s B oal kst ane general pariner who
remaing persoially responsils Tor all e
partnership’s Eabilites. Limitsd partnenships
are creafed by filing & “Certificale of Limiled
Partnership™ailh the Seoelary of Stale.

Advamages — A Imiled parines’s righ
i limited 1o lisfher linenaal - cash or
praperty - irmvestment in the business. The
general partner 51 can relin personal con-
tral al the busiress whils neressing e
financial resources availbsble o the bus-
risiges wilthaul incurming long -lemn debl &
limitesd partmersiip may rise capilal by

14 = The Colomio Bussess Besoure Carde

COEPORATE FINANCIMG

A compomtion may rass capdtal o begin thie besiness by two diberent
mieans: equity financing and bomowing money. |'.-:|uu.g.r limancing irmvalves the
teuance of shares of siock, which repres=ni awnerzhip i the business Stack
may be lzzued in sechange for cash, praperty, labor or 2srvices rendered. The
primiary adbvantage ot equity hnancing 1z tha the corparatian is rob requined o
repay the principad or interest. Instead, the sharehalder acousines an interest in
thie bisiness and mzy share in itz luture prolits

When isaing stock, a comomation shaould be 2ware that there are various
tynes or clawmez of stack. Different classes of sock grant the sharehalder dilfer-
ent righits when profits are desinbubed.

A compomtion may aleo acouire capital by bormoiding money. Dhebi Bnancirg
is altractive to the investor because the compomtion (s legally obdigated o nepay
thie principal amd intereat. Intersa pavmenits are deductible 1o the corpomation.
Heweever, debit hinancing mizy be difliodt or mpassibde lar a new corpomtion
which has livthe or no cerrent camings. A koan may require the perzonal guamn.
tee of the corparate olticenz] whio may then be held persanally responsibie bar
thie repanvmenit of the boan. A shargholder who s 5 working ablicer in the comi.
ration 1= conadersd o be an emplayes and must be paid 2 reasonable wage”
subgect to tate and Jederal payrall taxes. IF dividends are padd in lisu of wages,
thie entire dividend s subiect to payrod| taces

sellmg addilional limitsd parimership intar-
ety in Ehe business.

Disadvamtsges — The general parl-
ne(s] remain(s) parschally resporsible fa
all the= lishilities and debis al the bubnes.
Thee fivitesd parimens]l may not work in s
Business or parlicipate ino managemsent
willwesut risking boss afl limited Gabality stalus.

CORPORATION

A Corparalion is & legal enlily that exjsts
separalely from the peoplks who creats iL A
owpardion is cansd By ils sharsholders
arvl mun by o board of directars slectsd by
the sharsholders. In o lrgs companation, s
directars hine comporale offioers B manags
the day-ta-day aperaticns of the bubness,
I o ernall carpanatian, e dirsstans and s
corparals allicers are usualy the same ind-
widuell] €], Corporalions ane crestsd by ling
Articder o Incorparaion”  with e
Seoretary ol Stale and by adopting bylaras.
Theeere are cerlsin [ormalilies o comperalion
mus adhens b irduding:
» Provedures [or armual sharehokler meelings
= The eleclion of the baard of directors
» Ilsirtiemance of corpants meands
o Aot al byl
 Camplele saparafion of personal and

Business linmsoss, and

= Praper filings wilh te Secrelany of Siete.
Although mary of e requiremensts may
SR unmssessary for & sl corpora-
Tian, they are impariant 16 presere s
oarparale k.

Achvantages — A corparalion is a legal
erility separabs from the awners. s like a
person vilh a lile o 0% s, This areales s
wall of ssparation whidh mamalky limits a
slacholdsrs liabiliy 0 the amount of
irmestment in the corparation. [T an aaner
diss ar wishes to ssll higflesr inleres], e
carparalian canfimues o esisl and da bus-
ness. This adds sishilty 1o ily existance.
O 3 caparalian has been eslablished
threugh the Ssorstary of Slale, ma oder
Business may register wilh the Sscretany of
Siate wsing the sames name.

Dismdvantages — Whiks g corparation
limis an owner's lisbility, e oaners)
arvlior the comporale officers may siill b
sl regpangble i§ the “coporsts veil” hoas
besen pisrced. The “corporale sveil” can b
prerced in a number of v, primardy By the
pasonal acions o guaraniss of an aaner,
Coanpant= profits may be subjsct o daubils
taxalion. A corporaion MUSL pay a8 on
income us o spaale gl entity. 1 profis



