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Can | borrow money from my wholly owned business?

Question:

Can | borrow money from my wholly owned business?

Answer:

Yes, you can borrow money from your wholly owned business. Generally speaking, the terms of the loan must be
reasonable and must be properly documented. Otherwise, you run the risk that the IRS could reclassify the
proceeds of the loan as compensation or dividends, leaving you with an unanticipated tax bill.

Troubles may arise if you fail to structure a loan that is reasonable, based on current market conditions. The IRS can
impute interest on the loan if the interest rate is too low, which would result in the business paying taxes on interest
that was not received.

The loan should be documented with a promissory note signed by you and an authorized representative of the
business. The note should include details regarding the amount loaned, the repayment schedule, and the interest
rate. You should make the payments as required under the agreement to avoid the reclassification of the loan.
Consult your tax professional to make sure that your loan will pass muster in case of an audit.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication Solutions, Inc. does not provide
investment, tax, or legal advice. The information presented here is not
specific to any individual's personal circumstances.

To the extent that this material concerns tax matters, it is not intended or
written to be used, and cannot be used, by a taxpayer for the purpose of
avoiding penalties that may be imposed by law. Each taxpayer should
seek independent advice from a tax professional based on his or her
individual circumstances.

These materials are provided for general information and educational
purposes based upon publicly available information from sources believed
to be reliable—we cannot assure the accuracy or completeness of these
materials. The information in these materials may change at any time and
without notice.
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