HCAB
Home Care Agency Blueprint
Building Successful Home Care Businesses

Business Entity
Formation Guide

Complete Guide to Structuring Your Home Care Business

Professional Guide
Home Care Agency Blueprint(TM) - All Rights Reserved
www.homecareagencyblueprint.com

p
LLC €EEIEN0)

Hybrid structure with liability protection and tax flexibility. Most
popular for home care agencies.

v Pros X Cons

* Asset protection » Formation costs

* Flexible taxation * Annual reports

* Credibility * SE taxes (unless S-Corp)

S-Corporation

Corporation with special tax status allowing profits to pass through
while reducing payroll taxes.

v Pros X Cons

* SE tax savings « Strict requirements
* Liability protection * Required salary

* Pass-through taxation * More admin burden

C-Corporation

Separate legal entity with most formal structure. Best for agencies
planning significant growth.

v Pros X Cons
* Unlimited growth » Double taxation
* Investor appeal * Most complex

« Strong protection * Higher costs



2. Business Structure Comparison Chart

Factor Sole Prop LLC S-Corp C-Corp
Liability Unlimited Limited Limited Limited
Taxation Personal Flexible Pass-through Double
Complexity Very Easy Easy Moderate Complex
Formation Cost $0-100 $50-500 $100-800 $100-800
SE Tax All income All income* Salary only N/A

Best For Testing idea Most agencies $50K+ profit Large growth

*LLCs can elect S-Corp taxation to reduce self-employment taxes

@ Our Recommendation

Start with an LLC. It provides essential liability protection, is relatively simple, and gives you flexibility to elect S-Corp
taxation later when profits warrant it. Consider S-Corp election when net profit consistently exceeds $50,000 annually.

Key Decision Factors

Liability Protection: Home care involves inherent risks -
caregiver injuries, client accidents, potential lawsuits. An
LLC or corporation separates personal assets from
business liability.

Tax Efficiency: Self-employment taxes (15.3%) apply on
top of income taxes. S-Corp election can reduce these by
splitting income between salary and distributions.

3. LLC Formation Steps

Administrative Burden: Choose a structure you can
realistically maintain. Running a home care agency
already requires significant attention.

Growth Plans: If you plan to seek investors or expand
significantly, consider how your structure supports those
goals.

0 Choose Your State of Formation

Most agencies should form in their home state where they'll conduct business.

Select Your Business Name

(2]

Must be distinguishable from existing entities and include "LLC." Search your state's database to verify availability.

e Appoint a Registered Agent
a File Articles of Organization

Create an Operating Agreement

You or a professional service ($50-300/year) with a physical address in your state.

Submit to Secretary of State. Filing fees range from $50-500 depending on your state.

Establishes ownership, management structure, and decision-making. Banks often require it.
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Obtain Your EIN
Free at irs.gov. Needed for bank accounts, employees, and taxes.

Open Business Bank Account
Keep finances separate. Bring Articles, EIN, and Operating Agreement.

Register for State Taxes

Income tax withholding, unemployment insurance, and sales tax if applicable.



4. Articles of Organization Template Guide

The Articles of Organization establishes your LLC's legal existence. Required information:

1. LLC Name: Full legal name including LLC designation. 4. Purpose Statement: "To engage in any lawful

2. Principal Address: Physical street address (becomes business activity...

public record). 5. Management: Member-managed or manager-

3. Registered Agent: Name and address (no P.O. Box). managed.

6. Organizer: Person filing (doesn't need to be a
member).

ARTICLES OF ORGANIZATION OF [COMPANY NAME] , LLC
ARTICLE I - NAME: The name of the LLC is [COMPANY NAME] , LLC.

ARTICLE II - PURPOSE: To engage in any lawful business activity for which an LLC may be organized,
including non-medical home care services.

ARTICLE III - REGISTERED AGENT:
[Agent Name] , [Street Address] , [City, State ZIP]

ARTICLE IV - MANAGEMENT: The LLC shall be managed by its [Members/Managers] .

Executed this [Day] day of [Month, Year] .
[Organizer Signature]

5. Operating Agreement Overview

Your LLC's internal rulebook - how the business runs, decisions are made, and various scenarios handled.

Why You Need One

* Legal Protection: Strengthens liability shield by demonstrating separate entity
» Banking: Most banks require it to open a business account
* Insurance: Many insurers request your Operating Agreement

* Licensing: Some state agencies want to see governance structure

Key Provisions to Include

1. Ownership Structure: Members, percentages, capital 5. Transfer of Interest: What happens if a member sells
contributions. or leaves.

2. Management & Voting: Member-managed or 6. Dissolution: When and how the LLC can be
manager-managed, voting procedures. dissolved.

3. Distributions: How and when profits are distributed. 7. Dispute Resolution: Mediation or arbitration

4. Member Responsibilities: Time commitments, duties, procedures.

restrictions.



. Single-Member LLCs

Even as a sole owner, your Operating Agreement should affirm the LLC's separate existence, establish procedures for
adding members later, and define succession plans if you become incapacitated.



6. EIN Application (Step-by-Step)

An EIN (Employer Identification Number) is your business's tax ID. You'll need it for bank accounts, employees, and
taxes. It's completely free through the IRS.

0 Go to irs.gov/ein
Click "Apply for an EIN Online." Available Mon-Fri, 7am-10pm Eastern.

Select "Limited Liability Company (LLC)"

Indicate single-member or multi-member, select your state of formation.

Enter Responsible Party Information
Your name and SSN as the individual who owns or controls the entity.

Provide Business Details

Legal name exactly as on Articles of Organization, business address, county.

Describe Your Business

Select "Health Care and Social Assistance" - "Home Health Care Services."
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Receive Your EIN Immediately

Download confirmation letter (CP 575). Paper notice mailed within 4 weeks.
. Keep Your EIN Confirmation Safe

Banks, insurers, and licensing agencies will request this document. If lost, call IRS Business line (800-829-4933) but
obtaining a replacement takes time.

7. State Registration Requirements

Beyond forming your LLC, most states require additional registrations.

Common Requirements

State Tax Registration: Income tax withholding, Workers' Compensation: Required for employees in
unemployment insurance, sales tax (if applicable). most states.

Home Care License: Most states require specific Annual Reports: Keep LLC in good standing through
licensure for personal care services. Secretary of State filings.

[T state Licensing Variations

Requirements differ dramatically by state. Some (Ohio, Michigan) don't require licensure for non-medical care, while
California, New York, and Florida have extensive requirements. Check your state's Department of Health.

State Registration Checklist

| [ ]LLC filed with Secretary of State l [ ] Unemployment insurance registration

| [ ] State tax registration l [ ] Workers' compensation insurance



l [ ] Home care agency license application l [ ] Surety bond (if applicable)

l [ ] Background check clearances l [ ] Administrator qualifications verified



8. Business License Requirements

In addition to LLC formation and state registrations, you'll need various business licenses.

License Type Where to Check Typical Cost
City Business License City Clerk or Finance Dept $50-300/year
County Business License County Clerk's Office $50-200/year
Home Care Agency License State Dept of Health $200-2,000/year
Home Occupation Permit City Planning Dept $50-150
Professional Licenses State Licensing Board Varies

Business License Checklist

| [ ] Identify all required licenses l [ ] Schedule inspections (if required)
l [ ] Gather required documents l [ ] Display licenses as required
l [ ] Complete application forms l [ ] Set renewal reminders

| [ ] Submit with fees

9. DBA/Fictitious Business Name

A DBA (Doing Business As) allows your LLC to operate under a different name than its registered legal name.

When You Need a DBA
* Operating as "Caring Hearts Home Care" but LLC is "Johnson Holdings, LLC"
 Multiple service lines under different names

» Simplified name for marketing

How to File

0 Search Name Availability
Check state/county databases and trademark databases.

e File Application
Location varies - some states require county filing, others state filing, some both. Fees: $10-100.

9 Publish (If Required)
Some states require newspaper publication for 1-4 weeks.

L. DBAs Don't Provide Liability Protection

A DBA is simply an alternate name - it doesn't create a new entity or provide additional protection. Your LLC still
provides the liability shield.



10. Registered Agent Explained

A registered agent receives legal documents and official correspondence for your LLC.

Requirements
* Physical street address in state (no P.O. boxes)
* Available during business hours

* At least 18 years old (individual) or authorized in state (company)

Option Pros Cost
Yourself Free, direct control $0
Professional Service Privacy, reliability, compliance alerts $50-300/yr
Attorney Professional handling, legal advice $100-500/yr

. Recommendation

For most agencies, a professional registered agent service ($50-150/year) is worthwhile for privacy and reliability.
Popular options: Northwest Registered Agent, ZenBusiness, Incfile.



11. Formation Timeline

Week 1: Planning & Preparation
» Choose business name and verify availability
» Decide on structure (LLC recommended)

« Select registered agent, draft Operating Agreement

Week 2: LLC Formation
« File Articles of Organization ($50-500)

« Wait for approval (1-5 days online, 1-2 weeks mail)

Week 2-3: Tax Setup
* Apply for EIN online (immediate)

* Register for state tax accounts, unemployment insurance

Week 3-4: Banking & Insurance
» Open business bank account, get business credit card

* Obtain general liability and workers' comp insurance

Week 4-6: Business Licenses
* Apply for city/county business license, DBA if needed

» Begin home care agency license application

Week 6-12+: Home Care License

» Complete requirements, pass background checks

» Complete training, schedule inspection, receive approval

12. Cost Breakdown by State

State Filing Annual Year 1 State Filing Annual Year 1
Arizona $50 $0 $50 New Jersey $125 $75 $200
California $70 $800* $870 New York $200 $9 $209
Colorado $50 $10 $60 North Carolina $125 $200 $325
Florida $125 $138 $263 Ohio $99 $0 $99
Georgia $100 $50 $150 Pennsylvania $125 $70 $195
lllinois $150 $75 $225 Tennessee $300 $300 $600
Maryland $100 $300 $400 Texas $300 $0 $300
Massachusetts $500 $500 $1,000 Virginia $100 $50 $150
Michigan $50 $25 $75 Washington $200 $60 $260

*CA charges $800 franchise tax starting Year 2
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Additional First-Year Costs

Registered Agent $0-300
Operating Agreement $0-1,000
Business Licenses $50-500

Total Estimated Range: $2,000 - $13,000

Home Care License
General Liability Insurance

Workers' Comp
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$200-2,500
$500-3,000

$1,000-5,000



13. Annual Compliance Checklist

Ongoing compliance is essential to maintain good standing and liability protection.

Monthly Tasks

| [ ] Record all business transactions

l [ ] Reconcile bank accounts

Quarterly Tasks

| [ ] File quarterly payroll returns (Form 941)

l [ ] Pay estimated income taxes

Annual Tasks

| [ File Annual Report with Secretary of State
| [ ] Pay registered agent fee

l [ ]Renew business licenses

| [ ]Renew home care agency license

| [_| File federal income tax return

Key Deadlines

Filing Deadline

Annual Report Varies by state

Federal Tax Return March 15 / April 15

Form 941 End of month after quarter
W-2s / 1099s January 31

Consequences of Non-Compliance

- Late Fees: $25-250+ for late annual reports

« Administrative Dissolution: LLC can be dissolved

l [ ] File payroll taxes (if applicable)

l [ ] Review cash flow and budget

l [ ] Review financial statements

l [ ] Update employee training records

l [ ] File state income tax return

l [ ] Review/renew insurance policies

l [ ] Renew workers' compensation

l [ ] Hold annual member meeting (document)

l [ ] Update Operating Agreement if needed

Notes

Often anniversary of formation
Extensions available

Apr 30, Jul 31, Oct 31, Jan 31

To employees/contractors

* Loss of Good Standing: Affects loans, contracts, licenses

* Personal Liability: Courts may "pierce the corporate veil"

14. When to Consider S-Corp Election

An LLC can elect S-Corp taxation to potentially save thousands in self-employment taxes.



Tax Comparison

Net Profit LLC Tax S-Corp Tax* SEV S
$40,000 $6,120 $6,120 $0
$60,000 $9,180 $6,885 $2,295
$80,000 $12,240 $7,650 $4,590
$100,000 $15,300 $8,415 $6,885
$150,000 $22,950 $10,328 $12,622

*Assumes $50K reasonable salary

il The Rule

Consider S-Corp election when net profit consistently exceeds $50,000-60,000 annually. Below this, additional
costs outweigh savings.

Additional S-Corp Requirements
* Reasonable Salary: Must pay yourself market-rate salary
* Payroll Processing: Run payroll, withhold taxes, file quarterly
« Higher Accounting Costs: $1,000-3,000+ more annually
How to Elect

File IRS Form 2553 within 75 days of forming LLC, or by March 15 for current year. All members must sign. Some
states require separate state election.

. Consult a Tax Professional

Before making this decision, consult with a CPA who understands your complete financial picture.
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You're Ready to Form Your Business!

Congratulations! You now have a comprehensive understanding of business entity formation - from choosing the right
structure to maintaining ongoing compliance.

Quick Action Checklist

l [ ] Decide on your business structure (LLC recommended)
l [ ] Choose and verify your business name
| [ ] Select your registered agent

| [ ] File Articles of Organization

l [ ] Create your Operating Agreement

l [ ] Apply for your EIN

| [ ] Open a business bank account

| [ ] Register for state taxes

l [ ] Obtain required business licenses

l [ ] Apply for home care agency license

| [ ] Secure appropriate insurance coverage

| [ ] Set up compliance calendar and reminders

@ Next Steps with Home Care Agency Blueprint

Forming your business entity is just the first step. We offer comprehensive support for every stage:

« State-specific licensing guides and checklists
« Caregiver recruitment and training resources
» Marketing and client acquisition strategies
* Operations manuals and policy templates

* One-on-one consulting and coaching

Questions?

We're here to help you succeed. Whether you have questions about formation, licensing, or growing your agency, our
team is ready to assist.

Visit us at: homecareagencyblueprint.com

Schedule a Free Clarity Call
Talk with our licensing specialists to get your questions answered
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