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 START-UP REQUIREMENTS FOR TENNESSEE BUSINESSES
As you’ve probably already discovered, starting your own business is complicated.  Not only do you have to plan for your business activities, you also have to be sure you are in compliance with local, state, and federal regulations as they relate to your business. This publication serves as a starting point for understanding the various requirements the government has for small businesses and for obtaining information and the necessary forms to meet those requirements.

Do I Need a Federal Employer Identification Number?

You must obtain a Federal Employer Identification Number (EIN) if you have any employees, –OR – if you operate as a trust, estate, corporation, partnership or similar non-individual organization (whether you have employees or not). Exception: Single member LLC’s with no employees do not need an EIN.  To get your EIN, you must complete Form SS-4 available from any Internal Revenue Service office or Social Security Administration office. The easiest way to get a Federal EIN is on line at www.irs.gov, simply type in “EIN” in the search field on the home page.
Do I Need a Tennessee Employer Identification Number?

In addition to the Federal Employer Identification Number, Tennessee has its own EIN. If you employ one or more persons during twenty different calendar weeks in a calendar year –OR – if you paid $1,500 in taxable wages during any calendar quarter– OR – if you are liable under the Federal Unemployment Tax Act, you must obtain a Tennessee Employer Identification Number. You can get a Tennessee EIN by completing an application and mailing or faxing to Employer Services, TN Department of Labor and Workforce Development, 500 James Robertson Parkway, 8th floor, Nashville, TN 37245-3555. 

Do I Need a Sales Tax Number?

Any business liable for collection and payment of Tennessee Sales and Use Tax is required to register with The Tennessee Department of Revenue. You can obtain your Sales and Use Tax Certificate of Registration (Sales Tax Number) from the Tennessee Department of Revenue (see blue pages in the Nashville telephone directory).  Once you have this certificate, you will be able to purchase items used for resale without paying sales tax.
What Responsibilities Do I Have If I Hire Employees?

For each employee, you must maintain an Employment Eligibility Verification (Form I-9). You can obtain this form from the U. S. Department of Justice, Immigration, and Naturalization Service by calling 1-800-375-5283 and requesting Form AD1-0508. Their web site is: www.ins.usdoj.gov.
If you hire or re-hire an employee, you are required to fax a copy of the employee’s Form W-4 (obtainable from any IRS office) to the Tennessee Department of Human Services at 1-877-505-4761. For further information, contact Tennessee New Hire Operation Center, P. O. Box 140700, Nashville, TN 37214. Telephone: (888) 715-2280.   Their web site is: http://www.tnnewhire.com.
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If you have one or more employees, you must deduct from their wages Social Security taxes, Medicare taxes, and income tax. You must also pay Federal Unemployment (FUTA) Tax. These taxes are reported to the Internal Revenue Service on Form 940 and Form 941. Each employee must complete Form W-4 in order for you to determine the amount of income tax to withhold from the employee’s wages. You must complete Form W-2 at the end of the year for each employee. Most of the information you will need about IRS requirements is contained in IRS Publication 15, see the IRS web site, www.irs.gov.  Employers that fail to pay withheld taxes to the IRS can get in serious trouble including criminal charges and incarceration.

What Else Do I Need to Investigate?

With the laws in Tennessee becoming more onerous on employers that hire illegal aliens, it is a very good idea to go through the process of verifying your employees’ Social Security numbers.  Social Security number verification is a function of the Department of Homeland Security and the US Citizenship and Immigration Department.  They have a program called “E-Verify”.  You can sign up for this free program at the following secure web site, https://www.vis-dhs.com/employerregistration   It is strongly recommended you review the E-Verify Users manual you will find on www.uscis.gov.   You must notify your employees that you are using E-Verify and that you post the required bulletins that are furnished to you. 

Your business may also be required to pay excise taxes. Excise taxes apply to businesses that manufacture or sell certain products; operate certain kinds of businesses; or use various kinds of equipment, facilities, or products. To determine whether you must pay excise taxes, refer to IRS Publication 510 available from the web site.

What About Using Independent Contractors? 

The key thing to remember is the IRS never saw an independent contractor relationship they really liked.  

If you set the contractor’s hours or they work exclusively for you or you set the terms of how the job is done then likely your independent contractor is really an employee and you could be liable for thousands of dollars in un-withheld taxes at some date in the future.  Review the IRS rules for independent contractors on the web site.   IRS Publication 15 is a helpful resource. If you do use legitimate independent contractors be sure to enter into a written contract with them that acknowledges that both parties agree the subject is an independent contractor.  Don’t forget to furnish them and the IRS a form 1099 at year’s end.                                  
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