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Dear lllinois Entrepreneur,

The lllinois Department of Commerce & Economic Opportunity is pleased to provide this Starting Your
Business In lllinois Handbook to help you create, operate, or expand your business.

Starting and owning a business can be exciting and frightening. There are so many things to consider -
location, size, number of employees, ownership structure, and so on. Then, there are anxieties and
concerns: “Where do | start?” “Am | in over my head?” “Will | make it?”

Start by having confidence! Familiarize yourself with this handbook and utilize programs and services
available through the lllinois Department of Commerce. Our handbook is designed to answer many of your
basic questions and it's geared toward smaller companies, which make up over 98% of all

businesses in lllinois.

To make your business successful, you also need to know about regulations, requirements, and other
aspects of starting and running a business — have your licenses, permits, and registration forms
submitted and approved before you open your door.

Our handbook offers a great deal of information, but it should not be your only reference. Rules and
regulations are constantly changing, and updates are available on many state agencies’ websites. And
remember to check with both your city clerk and county clerk’s offices before undertaking any new
business venture to comply with local license or registration requirements.

In addition to this handbook, our First Stop Business Information Center (First Stop) provides a wide range
of resources and specialized assistance for current and prospective entrepreneurs and small
business owners.

For more information about State of lllinois services and requirements that apply to your new business,
please contact us:

lllinois Department of Commerce
First Stop Business Information Center
500 East Monroe
Springfield, IL 62701
800.252.2923
TTY: 800.785.6055
ceo.support@illinois.gov
www.ilsmallbiz.biz

We look forward to connecting you with resources, experts, tools, and opportunities
that translate into endless possibilities!
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CHAPTER ONE: SETTING UP YOUR BUSINESS

FEASIBILITY CHECKLIST

A feasibility checklist is the first step in evaluating a business idea before investing extensive time, money, and effort
in the process of setting up your business. It can be used to analyze an existing business opportunity or a new
venture. The questions should concentrate on areas you must seriously consider to determine if your idea represents

a real business opportunity.

BUSINESS PLAN

Development of a business plan is another important item in starting a new
business and should be the second step in establishing the credibility of the
venture. The plan should help guide the business owner through the
business’ goals and objectives, marketing, and financial strategies and serve
as an introduction to potential investors if outside financing is required.

CHECKLIST FOR STARTING A BUSINESS
After you have determined the feasibility of your business idea, use a checklist
for starting a business to keep you on track.

FORMS OF BUSINESS STRUCTURE AND REGISTRATION
There are several ways to organize businesses in lllinois, each having
advantages and disadvantages to be weighed against practical needs and

A feasibility checklist is located in
Appendix C, Page 30.

An outline of a business plan is
located in Appendix D, Page 34.

A checklist for starting a business
is located in Appendix A, Page 28.

Each form of business structure

goals. Before selecting a business structure, the following should be

discussed with an attorney and/or accountant:

cost and complexity of formation

tax and securities law implications for each form
need for attracting additional capital

investors’ liability for debt and taxes and

the goals and purpose of the enterprise.

REGISTERING THE NAME OF A SOLE
PROPRIETORSHIP OR GENERAL PARTNERSHIP:

When a business name is different from the owner(s) full
legal name(s), the lllinois Assumed Name Act requires sole
proprietorships and general partnerships to register with
their local county clerk’s office. For example, “John Doe”
would not need to file, but “John Doe’s Cleaners” would.
“Susan Williams and Paula Brown” would not need to file,
but “Williams and Brown” or “Williams & Brown Speedy
Travel Agency” would. In every county where the business is
located, a certificate setting forth the name of the business;
the full legal name(s) and address(es) of those owning,
conducting, or transacting the business; and the location(s)
of the business must be filed with the county clerk’s office.

There are three steps:

(1) complete an application
(2) submit legal notice and
(3) publish the legal notice.

For more information, contact your county clerk. To locate
your county clerk, go to:

www.elections.state.il.us/ElectionAuthorities/Elec
AuthorityList.aspx

Any changes or additions of names and/or addresses must
be reported to the county clerk’s office, as well.

has its advantages and
disadvantages. Review each type
with an attorney and/or accountant
before making a decision.

For your convenience, a
Comparison of Business
Structures chart is located in
Appendix B, Page 29.

Sole Proprietorship

A sole proprietorship is a business which is owned and
operated by an individual. The advantages of this form of
business structure include ease of formation, relative
freedom in governance and minimum government
controls and restrictions. Disadvantages include less
access to capital and financial resources. Also, this form
of business organization provides less protection with
regard to personal liability (if the owner’s company should
get into a position of owing more to others than the
amount of cash and other assets it has, the owner’s
personal assets — home, car, etc. — may be required to
be sold to pay the obligations of the business).

General Partnership

A general partnership is defined as two or more
individuals carrying on an association as co-owners of a
business for profit. Types of partnerships include general
and limited. Before starting the company, the partners
should agree on how much owner equity each partner
must contribute, to the extent of which each partner will
work in the company, and the share of the profits or
losses to be assigned to each of them. This agreement
should be prepared by an attorney in writing to avoid any
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future misunderstandings. As with sole proprietorships, a general partnership exposes the owners to personal liability.
If the business is not successful and the partnership cannot pay all it owes, the general partners may be required to

do so using their personal assets.

Limited Partnership

A Limited Partnership is an organization made up of a general partner, who
manages a project; and limited partners who invest money but have limited
liability are not involved in day-to-day management. Usually limited partners
receive income, capital gains and tax benefits; the general partner collects
fees and a percentage of capital gains and income. Typically Limited
Partnerships are in real estate, oil and gas, equipment leasing, family
partnerships but can also finance movies, research and development, and
other projects.

Limited Liability Regulations

Limited Liability Partnership - LLP’s are organized to protect individual
partners from personal liability for the negligent acts of other partners or
employees not under their direct control. Partners report their share of profits
and losses on their personal tax returns.

Limited Liability Limited Partnership - A LLLP is a limited partnership and
such consists of one or more general partners and one or more limited
partners. The general partners manage the LLLP, while typically the limited
partners only have financial interest.

Limited Liability Company - A LLC is a non-corporate form of doing
business that provides its owners with limited liability, flow-through tax
treatment and operating flexibility through participation in management of the
business. A LLC is well suited for every type of business except banking and
insurance, which is prohibited by the statute. Examples are farming,
agricultural services, mining, construction, manufacturing, transportation,
wholesale and retail trade, investment companies, insurance agents, real
estate brokers and all types of real estate ventures, hotels, personal and
business services, automotive sales and services, amusement and
recreation, health services, accounting, and architecture just to name a few.
Many lllinois businesses could obtain personal limited liability protection by
restructuring as a LLC.

Low-Profit Limited Liability Company - Effective January 2010, low-profit

For more information on Limited
Partnership, Limited Liability
Partnership, and Limited Liability
Limited Partnership:

lllinois Secretary of State

Limited Liability Division
Springfield

501 South Second Street, Rm. 357
Springfield, lllinois 62756
217.785.8960

TTY: 800.252.2904

Chicago

69 W. Washington St., Ste. 1240
Chicago, lllinois 60602
312.793.3380

www.cyberdriveillinois.com/
departments/business_services/
LP_LLP LLLP/home.html

For more information on
Limited Liability Company:
lllinois Secretary of State
Limited Liability Company Sec.
501 South Second St., Rm. 351
Springfield, lllinois 62756
217.524.8008

TTY: 800.252.2904

www.cyberdriveillinois.com/
departments/business_services
/LP_LLP_LLLP/home.html

For more information on LLC
business organization, read ‘A
Guide for Organizing Domestic
Limited Liability Companies”:

www.cyberdriveillinois.com/publi
cations/pdf_publications/c334.pdf

limited liability companies, or L3Cs, were introduced in lllinois. The company intends to qualify as a low-profit limited
liability company pursuant to Section 1-26 of the Limited Liability Company Act and shall at all times significantly
further the accomplishment of one or more charitable or educational purposes as defined by Section 170(c)(2)(B) of
the Internal Revenue Code of 1986. For more information, please see “A Guide for Organizing Domestic Limited
Liability Companies” available online here: www.cyberdriveillinois.com/publications/pdf_publications/c179.pdf
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For more information on
Corporations:

lllinois Secretary of State
Business Services

Springfield

Room 350 Howlett Building
Springfield, lllinois 62756
217.782.6961

TTY: 800.252.2904

Chicago

69 W. Washington St Ste. 1240
Chicago, lllinois 60602
312.793.3380

www.cyberdriveillinois.com/depart
ments/businessservices/home.html

For more information on
S Corporations:

Internal Revenue Service
800.829.1040

TTY: 800.829.4059

Internal Revenue Service
Forms Distribution Center
P.O. Box 8903

Bloomington, IL 61702-8902
800.829.3676

TTY: 800.829.4059

ACQUISITIONS

Corporation Regulations

A corporation is a distinct legal entity and is the most complex form of
organization. A corporation may sell shares of stock, which are certificates
indicating ownership, to as many people as is desirable. The shareholders then
elect a board of directors, which elects a president and other officers who run the
company on a day-to-day basis. Among the advantages of corporate formation
are limited liability of the shareholder and ease of transferring ownership.

Registration as a Corporation - If the decision is made to incorporate,
Articles of Incorporation must be filed with the Secretary of State indicating
the purpose of the enterprise. The corporation will be required to file annual
reports with the Secretary of State (SOS).

If the name of the business will include the word “Corporation,” “Inc.,”
“Incorporated,” or “Corp.,” you must incorporate. Information on corporate
filing is available by telephone, letter, Internet, or through SOS offices located
in Springfield and Chicago. Also available are booklets on organizing
domestic corporations (headquartered in lllinois) or foreign corporations
(headquartered out-of-state or out-of-country).

C Corporation - C Corporation refers to any corporation that, under United
States income tax law, is taxed separately from its owners.

S Corporation - Electing S Corporation status is an option that must be made
through the Internal Revenue Service (IRS) when starting a business. In general,
a S Corporation passes through income and expenses to its shareholders, who
then report them on their own income tax returns. It is not taxed separately from
its owners. To qualify for S Corporation status, a corporation must meet several
requirements, one of which limits the number of shareholders to 100. All
shareholders also must consent to the corporation’s choice of S Corporation
status. For questions regarding S Corporation election, contact the IRS. To
request S Corporation forms, contact the IRS’s Forms Distribution Center.

A Business Structure Comparison Chart can be found in Appendix B, Page 29.

To obtain information on Bulk Sales Release of

A common way to start a business in lllinois is to acquire an
existing business. Be aware that the purchaser of the assets of a
business is required to file a “Notice of Sale/Purchase of Business
Assets” form (CBS-1). To obtain a Bulk Sales Release of Transferee
Liability, please contact the lllinois Department of Revenue (IDOR).

FRANCHISE DISCLOSURE

Buying a franchise has become a popular way of starting a
business. This aspect of business is regulated by the Franchise
Disclosure Act which is administered by the lllinois Attorney
General. The Franchise Disclosure Act requires that the franchiser
register with the lllinois Attorney General and provide the
franchisee complete information regarding their franchisor-
franchisee relationship, the details of the contract, the prior
business experience of the franchiser and other information
relevant to the franchise offered for sale.

Transferee Liability:

IL. Department of Revenue
Bulk Sales Section

P.O. Box 64449

Chicago, IL 60664-0449
312.814.3063

TTY: 800.544.5304

www.tax.illinois.gov

To obtain information and publications on franchising,
including the Franchise Disclosure Act:

lllinois Attorney General’s Office

500 South Second Street

Springfield, IL 62706

217.782.4465

TTY: 877.844.5461

www.illinoisattorneygeneral.gov/consumers/
franchise.html
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LICENSES, REGISTRATION, PERMITS, AND ASSISTANCE

The lllinois Department of Financial and Professional Regulation (IDFPR) is

the main licensing agency for the State of lllinois. IDFPR is comprised of three
divisions that represent the agency’s various functions and activities: Division

of Banking, Division of Financial Institutions, and Division of Professional

Regulation. Below is a sample of the occupations and career areas licensed

or registered by that department:

Acupuncturist

Alarm Contractor

APN CE Sponsor
Architect

Athletic Trainer
Auctioneer

Audiologist

Barber

Boxing & Wrestling
Canine Handler

Certified Public Accountant
Chiropractor

Collection Agency
Cosmetologist

Dietitian Nutritionist
Embalmer

Environmental Health Practitioner
Esthetician

Funeral Director

Genetic Counselor
Geologist

Hair Braider

Home Medical Equipment
Interior Designer

Land Surveyor
Landscape Architect
Licensed Practical Nurse
Locksmith

Massage Therapy
Marriage and Family Therapist
Mortgage Loan Originator

Nurse

Nursing Home Administrator
Nutrition Counselor
Occupational Therapist
Optometrist

Orthotist

Pawnshop Manager
Perfusionist

Pharmacist

Physical Therapist

Physician

Physician’s Assistant
Podiatrist

Private Security Contractor
Professional Service Corporation
Psychiatrist

Psychologist

Real Estate Agent/Broker
Respiratory Therapist
Roofing Contractor
Shorthand Reporter

Social Worker

Speech Language Pathologist
Speech Language Path. Asst.
Structural Engineer

Surgical Assistant
Timeshare Acquisition Agent
Title Insurance Agent
Veterinarian

Veterinarian’s Technician
Wholesale Drug Distributor

For a complete listing of occupations
and careers licensed or registered
by IDFPR:

www.idfpr.com/PROFS/ProfList.asp

For more information:

lllinois Department of Financial and
Professional Regulation

320 W. Washington St., 3rd Floor
Springdfield, IL 62786

217.785.0800

or 217.782.8556
TTY:217.524.6735

www.idfpr.com

The First Stop Business
Information Center can assist you
in determining if your occupational
activities are regulated.

www.ilsmallbiz.biz

Call our Help Line at:
800.252.2923
TTY: 800.785.6055

Search the Directory of Business
Requirements and Assistance
Programs at:

http:/lfirststop.custhelp.com/

lllinois

Department of Commerce
& Economic Opportunity

OFFICE OF ENTREPRENEURSHIP,
INNOVATION & TECHNOLOGY

Bruce Rauner, Governor

NOTE: This is a partial listing of occupations and career areas that are licensed or registered by IDFPR. For a

complete listing, go to: http://www.idfpr.com/PROFS/ProfList.asp.

MISCELLANEOUS LICENSES, REGISTRATION, AND PERMITS
The Securities Department of the Secretary of State’s office licenses securities
dealers, salespersons, and investment advisors. Information application
packages may be obtained from them.

For more information on securities:

Office of the Secretary of State
Securities Department
Jefferson Terrace, Ste. 300A
300 West Jefferson Street
Springdfield, IL 62702

In addition, many businesses are required to obtain permits or register with
other state agencies. An example of this would be daycare services, which
are licensed by the lllinois Department of Children and Family Services.
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