
00:00:05 We get into when, where, and how to incorporate, let me make this clear 
incorporating as a business, or even as a nonprofit, if you're creating a heart project, tells the 
world, Hey world, I'm in business. You can take me seriously because I'm taking me seriously. It 
is a signal to life. And I cannot say enough how important that signal is when you were going 
into business for yourself or bringing a heart project to life. 
 
00:00:35 The second benefit of incorporating is that it protects your personal assets from 
the activities of your business. And even if you don't think you have personal assets, you do, or 
you will. And if you get into a dispute with a customer or sued by an employee or a contractor, 
and these things do happen, even if you're awesome, you do not want your personal assets at 
risk from the activities of your business, 
 
00:01:00 right? So long as you have incorporated properly and maintain your corporate 
shield, which I'll talk about in a future lesson, no matter what happens in your business, your 
personal assets will be protected. Finally, the third benefit of incorporating is that you get to take 
advantage of the tax laws of the rich, employees and people who are not incorporated pay the 
most in taxes. 
 
00:01:27 It's probably not fair, but it is the way it is. You can either pout about it or learn 
about it and get the benefits of the tax savings too. Once you decide you're going to incorporate 
your next question will be what type of entity should I use and where should I do it? We'll get 
into that next. But first, let me share my own story of getting bad advice about not incorporating 
my first business, 
 
00:01:52 so we get that right out of the way in case you have anyone give you the same 
bad advice as well. My very first business was a law practice and I knew nothing about business 
whatsoever. Even though by then, I had worked on some very sophisticated corporate mergers 
and acquisitions at the big law firm. I worked for those transactions. Didn't seem to have any 
relevance for my one woman law shop, 
 
00:02:17 but once I started making money, I did hire a CPA. I knew enough to do that. Her 
name was Carrie and I did ask Carrie whether I should incorporate to save money on taxes, 
because I had heard that incorporating would save me money on taxes. Well, Carrie told me 
that I didn't need to worry about it because incorporating wouldn't protect me from liability, 
 
00:02:37 given that I was a lawyer and a business entity, doesn't protect professionals 
against liability for claims of professional malpractice. And Carrie told me that I wasn't making 
enough money to need to incorporate for tax purposes. All right. Well, I figured Carrie was my 
CPA. She'd been in business a long time, so she must be giving me the right advice, right? 
 
00:02:58 Little, I know professional advisors often give business owners terrible advice 
because they don't really understand the business owner or the future of your business. So it's 
really, really, really important that whoever is giving you advice really understands you and your 



business. If you can sense that they don't, they haven't asked the right questions, keep looking 
for another advisor. So I started my business in August of 2003, 
 
00:03:28 and I probably didn't make much money that year. But by 2004, I was making on 
average $25,000 a month, about six months into the year. So that meant I was on track for 
250,000 or so in revenue. And that year I probably had enough business expenses that my 
personal income was fairly low. By 2005. I was likely bringing in about $50,000 a month of 
revenue on average or 500 to 600,000 a year. 
 
00:03:57 And surely by then, I should have been incorporated, which I did mid year, but I 
didn't know how to use my business entity. So even though it was incorporated, it didn't start 
using it until 2006. In 2006, the first year I began to use my business entity, I went on to earn my 
first million dollars of revenue. And we see this happen a lot. 
 
00:04:21 Once a business owner starts taking their business seriously well, that's when 
the breakthroughs happen in so many ways. So whether you want to break through six figures 
or seven figures or more now is the time to incorporate, I'm telling you this story because I 
probably should have been incorporated right from the beginning. I might've even avoided a tax 
audit. If I had done it. 
 
00:04:44 See, once I was clear, I was making 10 to $25,000 a month in revenue. I should 
have been incorporated from a tax perspective. And even though incorporating my law practice, 
wouldn't protect me from professional malpractice liability, Carrie, my CPA, never asked me if I 
was going to be hiring any team members, which I did very early on in 2004. 
 
00:05:09 And having a business entity does protect you against claims by team members, 
which are really the most frequent types of liability business owners face. So Carrie didn't give 
me good advice because she thought I was just going to be like mostly or she knew maybe 
making 75,000 a year, having no employees, and that I wasn't really building a business, but 
that wasn't the case. 
 
00:05:33 Even though I knew nothing about business at all, I was still building a business 
and had Carrie asked me the right questions. She would have known that and she would have 
advised me properly. So the first question I want you to ask yourself when it comes to making 
the decision about whether to incorporate your business or not, is, are you building a practice, 
 
00:05:56 a business, a company, or a heart project? If so, if you're building any of those, 
then yes, you incorporate. Period. End of story. Because you always build from where you're 
going, not from where you are right now. If you want to remain a freelancer or not make much 
money, well, you can remain a sole proprietor, 
 
00:06:22 but there's some real disadvantages to earning your money. That way. One 
surprising disadvantage here in the U S is that when you get a 1099 as a freelancer or as an 



independent contractor, you file your business income taxes on your personal tax return. That 
means you report your business income and your expenses on schedule C. You've probably 
done that in the past. 
 
00:06:46 And when that happens, you are three to five times more likely to get audited, 
total bunk. I know, but it's true. And I got audited for 2005 the last year that I filed as a sole 
proprietor. So I know the risks and I don't want you to take them. And in my opinion, if you have 
a highly valuable service to offer, 
 
00:07:10 there are just so many benefits to learning how to use that service, to earn more 
money and to hire the support that you need to free up your time. So you can just focus on 
doing the things that you do best while paying others to support you as you grow and have that 
subsidized by the government because they're tax deductible business expenses. And if you're 
going to do that, 
 
00:07:34 you incorporate and protect your assets and get the tax benefits for doing so. 
We'll look at the tax benefits of incorporating your business later on in this module. But first you 
may wonder whether you should incorporate now, if you aren't making any money yet, or if you 
should wait until you start making money. You do want to wait to incorporate until you have a 
clear income model, 
 
00:07:59 meaning a service or product offering that you believe in enough to say, yep, I'm 
going to build a business around offering this thing in the world. And once you are sure, you're 
going to earn money, offering a service or product that is going to be a business. Go ahead and 
incorporate. You don't have to wait until you're making money, incorporating and creating the 
right systems and structures to support 
 
00:08:21 you will pull you forward towards your goals. Now, if you don't have the money 
right now to incorporate, then you may actually need to take a prior step before you go into 
business at all, which is to identify how are you going to fund your business so that you can 
earn money? You learn that in the money map though, we'll have a lesson here as well on 
business funding, 
 
00:08:45 using credit cards, loans, and investment capital. Now, if you decide that you are 
not going to have a business or a company at all, but are creating a heart project, you still want 
to consider incorporating because you definitely don't want your heart project putting your 
personal assets at risk and you want to take maximum advantage of the tax laws that are 
available to you. 
 
00:09:08 So with all of that, out of the way, let's look at what incorporating is and what it 
does. Then in our next lesson, we will look at the different types of business entities you might 
want to use. And finally, we'll then look at the tax benefits of incorporating. Yay! Tax benefits. 
First thing to know is that even if you don't incorporate, 



 
00:09:30 once you start offering your products or services and charging for them, you are 
in business. At least according to the IRS, your business type in that case is called a sole 
proprietorship. And that's the case, even if you file a DBA with the state, claiming the name of 
your business, that's not a business entity as a sole proprietor, you get no tax benefits. 
 
00:09:56 You get no liability protection and you are more at risk of audit. So no, just no  
don't do business as a sole proprietor. When you incorporate, you are separating your personal 
assets from your business activities, think of your business entity as a protective bubble that you 
put around your business. And that bubble is like a shield so long as you maintain that shield by 
keeping the right records and filing the right papers and separating your personal and business 
assets. 
 
00:10:29 That means that no matter what happens in the business, if you get sued and 
someone gets a judgment against you, your personal assets cannot be taken to satisfy the 
judgment. Now that we have that out of the way, let's go onto the next lesson and look at how 
you should own your business and the different types of business entities and why, and when to 
use each one. 
 
00:10:52 I'll see you in the next lesson. 
 


