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Notice of Aceeptance as an 8§ Corporation

We have accepied your election (o he treated us an 8 corporation beginning April 24, 2007, Your
accotnting period will end in December.

We would also tike (o take this opportunity to inform you of your tax obligations related (o the payment of
compensation to sharcholder-craployees ol S corporations,

When # sharchobder-employee of an S corporation provides services 1o the 8 corporation, reasonable
compensation eenerally needs 1o be paid. This compensation is subject (o cmployinent taxes.

Tax practitivners and subchapter $ sharcholders need to be aware thit Revenue Ruling 74-44 states that
the Trmernal Revenue Scrvice (IRS) will re-characterize small business corparation dividends paid to
sharcholders as salary when such dividends are paid fo the sharcholders in licu of reasonable
compenisation lor services.

The 1RS may alse re-characierizc distributions other than dividend distributions as salary. ‘This position
hits been supporled in several recent court decisions.

1 you have any questiens abont this notice or the action we have taken, please eall ns at the (elephone
autber listed above. 11 you prefer, you muy write (o us at the address shown at the Lop of this notice. If
you wrile {o us, pleasc provide your telephone number and the maost convenient time for s (o call so we
Canicanhve yoail iaguiny, Pletse retura the bottom part ol this noties o help us identity your case.

For tax Tonns, instrictions and information visi wivw,iesgroy. (Aceess to this site will not provide you
with your specilic taxpayer account inlormation. )



