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Navigating through the world of EIN numbers can be a complex task for small business owners. An 

Employer Identification Number (EIN), also known as a Federal Tax Identification Number, is essentially 

a social security number for businesses. It is used to identify and track businesses for tax purposes. For 

those just starting out, understanding the ins and outs of an EIN may feel intimidating—but it doesn’t have 

to be! This handbook will provide entrepreneurs with all the information they need to understand what an 

EIN is, why it’s important, how to get one, and how to use it correctly. 
 

For small business owners, understanding the ins and outs of an Employer Identification Number (EIN) 

is essential. Also known as a Federal Tax Identification Number, an EIN is a unique nine-digit number 

issued by the Internal Revenue Service (IRS) to identify businesses in their system. It can be used to open 

bank accounts in the name of the business, apply for loans and credit cards, hire employees, file taxes and 

much more. Given its importance, it’s essential that all entrepreneurs understand what an EIN is, when they 

need one and how to get one. 

 
So, what exactly is an EIN? An EIN is a unique nine-digit code assigned by the Internal Revenue Service 

(IRS) that identifies your business entity for tax filing and reporting purposes. The number consists of two 

digits indicating the type of organization being identified followed by seven randomly assigned digits. A 

single business entity may only have one EIN; however, certain entities—such as Subchapter S corporations 

or Limited Liability Companies—may be eligible for more than one EIN. And while individual persons are 

not eligible for their own personal EINs—sole proprietorships must use their Social Security Numbers 

instead—groups or partnerships may apply for separate EINs in addition to each partner’s Social Security 

Numbers on their returns.  
 

Now that you know what an EIN is and who needs them, let’s discuss why you might want one. An 

employer identification number serves many important functions in running your business smoothly and 

efficiently. First and foremost, it allows businesses to pay taxes accurately and consistently—without 

having to apply multiple tax payments over different periods using different forms which can become 

confusing quickly. Additionally, it serves as a way of protecting personal information from public view 

while still ensuring accuracy in order processing from major retailers such as Amazon or Walmart who 

require valid identifying numbers when ordering wholesale items from suppliers. Finally, having an 

employer identification number can help you establish business credit since many lenders will only extend 

loans if your company has its own separate ID number than its owner's Social Security Number.  

 
For those ready to obtain their own employer identification number, simply visit the IRS website and fill 

out Form SS-4 - Application for Employer Identification Number - online or by mail (be sure to verify 

whether filing electronically or via paper impacts processing time). You should also include any additional 

documentation required based on your type of organization (i.e., proof of incorporation certificates) along 

with your form submission so that everything runs smoothly during processing time. Afterward, once 

processed, you can refer back to your old form SS-4 anytime in case you need any additional information 

related to your employer identification number such as when it was issued or when its expiration date falls 

due etcetera all within easy reach at www.irs.gov/ein.  
 

As a final reminder: keep in mind that while obtaining an employer identification number provides many 

advantages and conveniences when running a business legally and securely; always remember that this 

same identifying code must be kept confidential in order protect both yourself and your company from 

potential fraudsters who might try taking advantage of the system by posing as legitimate business owners 

under false pretenses! 
  



Chapter 1 

Introduction to EIN numbers: What They Are and Why You 

Need One 

 
An Employer Identification Number (EIN), also known as a Federal Tax Identification Number, is an 

important tool that business owners must have in order to operate legally. It's essentially an identification 

number for the business – similar to a Social Security number for an individual – and it's used when filing 

taxes or engaging in other activities with the IRS. It enables the IRS to identify your business and its 

activities, making it easier to track your tax records and obligations. 
 

Having an EIN is a requirement for certain types of businesses, including corporations, partnerships, 

trusts, estates, nonprofits, limited liability companies (LLCs) or any other legal entity that pays taxes or 

engages in certain transactions with the IRS. An EIN is used for many purposes beyond filing taxes; it’s 

also necessary for opening a business bank account, hiring employees and applying for business loans. It’s 

typically free and easy to obtain an EIN from the IRS online by filling out Form SS-4; however, there are 

other methods available if you don’t want to apply online. 

 
When applying for an EIN number, you must provide information about your business such as its name 

and address, legal structure (corporation, LLC etc.), type of activity being conducted (for example 

manufacturing or retail), date established or incorporated and estimated annual gross receipts. The 

information provided is used by the IRS to track financial data related to your business; they might use this 

information when auditing your returns or investigating any potential discrepancies during tax season. 

Additionally, banks may ask you for your EIN when establishing a new bank account or credit card account 

on behalf of your company.  
 

In some cases, it may be possible to use a personal social security number instead of obtaining an employer 

identification number; however, this should only be done if absolutely necessary since it can lead to 

significant complications down the road such as difficulty separating personal assets from those of the 

business. As such it’s generally recommended that all businesses obtain their own EIN in order to ensure 

greater accuracy and transparency when dealing with tax authorities or third parties like banks or vendors.  
 

Overall having an employer identification number is essential for any legitimate business entity looking 

to comply with federal regulations while maintaining proper accounting practices; without one you may 

find yourself facing serious penalties from the Internal Revenue Service which could irrevocably harm your 

financial standing both now and in the future. 
 

 

 

 

 

 

 

 

 

 

 

  



Chapter 2 

Applying for an EIN: Step-by-Step Guide to Filling Out the Form 

 
Obtaining an Employer Identification Number (EIN) can be a simple process, but there are still important 

steps to take and information to provide. It may seem like a daunting task, but it's actually very 

straightforward. Here's a step-by-step guide to filling out the form and getting your EIN in no time.  
 

First, you'll need to go to the Internal Revenue Service (IRS) website and locate the appropriate form. The 

most commonly used EIN application is Form SS-4; there are other forms available from the IRS, but SS-

4 is generally used unless you have special instructions from the IRS. Once you find it, print it out or save 

it as a PDF file on your computer.  

 
Next, you'll need to fill out all of the fields on the form accurately and completely; failure to do so could 

result in delays in processing your application or even rejection of your application altogether. Start with 

Section A which requires general information about your business such as name, address, contact details, 

etc.  
 

Section B requires more specific information such as type of business entity and state where registered; 

if you're unsure how to answer this part of the form, consult with your accountant or lawyer for assistance 

before proceeding any further. Section C also requires additional details about what kind of taxes your 

business is liable for, and which type of return will be filed; again, if you're uncertain on how to answer 

these questions, seek professional help or call the IRS directly for clarification.  
 

Once Sections A through C are completed properly, move onto Section D and select a representative who 

will be responsible for filing returns and providing information when needed by the IRS. Finally, review 

all sections carefully and sign/date each page before submitting your application either electronically (via 

fax or email) or by mail to the IRS address indicated on their website.  

 
That's it! Your final step will be waiting for approval from the IRS – typically this process takes about 

one week depending on workloads at IRS offices - once approved they'll issue you an official EIN letter 

with confirmation of your number which can be used immediately when filing taxes online or setting up 

bank accounts in most cases. 
 

Here are the other few steps to guide you on filling out the form and getting your EIN in no time: 

 
1. Provide Your Contact Information: You will need to provide contact information for the business entity 

that is requesting the EIN. This includes the name, address, telephone number, and email address of 

someone authorized to sign the application.  
 
2. Select Your Entity Type: You’ll need to select your entity type from a list that includes corporations, 

partnerships, sole proprietorships, trusts, estates, and more. If you are unsure what type of entity you should 

select, consult with a tax or legal professional as this could affect how your business is taxed or governed 

by law.  

 
3. Identify Responsible Party: The responsible party is the person in control of and primarily responsible 

for the day-to-day operations of your business entity. This could be either an individual or another 

organization such as a corporation or limited liability company (LLC).  In addition to identifying the 

responsible party, you'll also need their taxpayer identification number (TIN) such as Social Security 



Number (SSN), Employer Identification Number (EIN), or Individual Taxpayer Identification Number 

(ITIN).  

 
4. Describe Your Business Activity: Here you’ll want to describe your primary activity such as wholesaling 

merchandise or providing consulting services. It’s important to use language that accurately describes your 

particular activity so make sure it matches up with other documents associated with your business-like 

contracts and invoices if they exist already.  
 
5. Check Mailing Status Boxes: There are three check boxes related to mailing status which must be 

completed; these include “claim exemption from backup withholding” and “claim exempt payee status” 

which can only be checked if applicable in case there is any money owed by customers or clients of the 

business in question. It’s important to understand what this means before checking them off here on the 

application form for an EIN number.   
 
6. Sign & Date Application: Once all required fields have been filled out correctly, both parties involved 

must sign, date and return their copies of the application form. An authorized representative from each 

organization must sign off on this document in order for it to be considered valid. After this is done, submit 

it online through the IRS website portal with all appropriate additional documentation included. Be sure to 

keep a copy of everything submitted for future reference. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



Chapter 3 

Understanding EIN Requirements: Who Needs an EIN and 

When? 

 
Any business owner should understand the importance of acquiring an Employer Identification Number 

(EIN) to secure financial protections for their company. An Employer Identification Number (EIN), also 

referred to as a Federal Tax Identification Number, is an identification number assigned by the Internal 

Revenue Service (IRS) to businesses in order to identify them for tax purposes. An EIN is required for most 

business entities operating in the United States, including corporations, partnerships, limited liability 

companies (LLCs), and sole proprietorships. In some cases, even non-profit organizations may need an 

EIN.  

 
For many business owners, understanding when and why they need an EIN can be confusing. Generally 

speaking, any business entity that has more than one owner or will hire employees must obtain an EIN. The 

precise requirements vary depending on the type of organization as well as its legal structure.  
  

Corporations and LLCs must apply for an EIN regardless of whether their ownership is domestic or 

foreign based. For partnerships without any partners who are not citizens or residents of the U.S., the 

partnership does not need to file for an EIN. However, if any partner is a nonresident alien, then the 

partnership must get an EIN from the IRS.  

 
Sole proprietorships and single-member LLCs may not need an EIN if their annual business taxes are 

expected to remain low and they do not plan on hiring employees. Even if a sole proprietorship or single-

member LLC does not have to acquire an EIN, getting one can make certain bank processes easier and 

provide additional financial protection in the event of legal disputes.  
 

Partnerships and multi-member LLCs will always require an EIN since they are considered separate 

entities from the members that own them. Additionally, corporations, trusts and estates will also need an 

EIN since they are legally separate entities from their owners or beneficiaries. Any type of nonprofit 

organization — whether it is a corporation, trust, LLC, or otherwise — must also obtain an EIN in order to 

be recognized as a tax-exempt entity by the IRS. 
 

The requirements for sole proprietorships depend on whether or not they have employees working for 

them. If so, then it must obtain an EIN from the IRS; if not, then it does not need one unless it wants to 

open a bank account under its own name or needs to report taxes to different states or localities where it 

operates its business activities.  
 

Non-profit organizations such as churches and charities should also apply for an EIN with the IRS even 

if they do not pay taxes on income earned through donations or other means as they may still be subject to 

certain reporting requirements as well as excise taxes imposed by federal and state governments.  
 

Applying for an Employer Identification Number is relatively straightforward, and businesses can 

complete their application online in most cases via e-services offered by the IRS website. It’s important 

that businesses take care when providing information requested in their application so that all information 

submitted is complete and accurate in order to avoid any delays or confusion during processing by the IRS.  

  



Chapter 4 

Different Types of EIN: Choosing the Right One for Your 

Business 

 
There are several different types of Employee Identification Numbers (EINs) available for business 

owners. Choosing the right one for your company can be a daunting task, especially since each type has 

different requirements, benefits, and drawbacks. 
 

To start, it’s important to understand the two main types of EINs: individual (or sole proprietorship) and 

business (or organization). An individual EIN is a nine-digit number assigned to individuals who are self-

employed. This type of EIN is most commonly used by those who run a business on their own, such as 

freelancers, sole proprietors, and the self-employed. 

 
On the other hand, a business EIN is assigned to organizations like corporations, partnerships, LLCs, and 

non-profit organizations. This type of EIN is ideal for businesses that employ staff or have multiple owners. 

 
Depending on your business and its size, you may also qualify for other types of EINs. For example, 

employers may qualify for a Federal Tax ID (FEIN) if they have more than one employee and withhold 

taxes from their paychecks. Additionally, non-profit organizations and religious institutions may be eligible 

for a non-profit EIN. 
 

No matter which type of EIN you choose, it’s important to make sure that you apply for the right one for 

your business. As you can see, each type has its own requirements and benefits, and it’s important to make 

sure that you’re getting the most out of your EIN. 

 

 

  



Chapter 5 

Common EIN Mistakes to Avoid: Tips for a Successful 

Application 

 
Getting an Employer Identification Number (EIN) is an important step for businesses to identify and track 

their finances. But since the process is often complicated and time-consuming, it is important to make sure 

you don’t make any mistakes during the application process. Here are some of the most common mistakes 

people make when applying for an EIN and how to avoid them. 

 
Not Being Prepared 

 
Before you even begin the process of applying for an EIN, make sure you have all of the relevant 

information ready and available. This includes business name, mailing address, primary business purpose, 

legal structure, ownership information, and any additional information requested by the IRS. 
 

Applying Too Quickly 

 
When you’re in a rush to get an EIN, it’s tempting to fill out the application as quickly as possible. But 

it’s important to take your time and make sure all of the information is accurate. This is especially true if 

you’re applying for a Sole Proprietorship, as the IRS has very specific requirements for this type of 

business.  
 

Not Checking for Errors 

 
After you’ve filled out the application, it’s important to double-check all of the information you’ve 

provided. Even small mistakes can cause delays in the process or result in the rejection of your application. 
 

Not Following Up 

 
Once you’ve submitted the application, it’s important to follow up with the IRS to make sure that 

everything was received and processed correctly. You can do this by checking the status of your application 

online or by calling the IRS directly. 

 
By following these tips, you can ensure that your EIN application process is a successful one. By taking 

the time to be prepared, carefully reviewing your application, and following up after you’ve submitted it, 

you can avoid common EIN mistakes and ensure the process goes as smoothly as possible. 
 

 

 

 

 

 

 

 
 

  



Chapter 6 

EIN and Taxes: How Your EIN Number Affects Your Tax 

Obligations 

 
An Employer Identification Number (EIN) is a unique identification number assigned to your business 

by the IRS. It’s like a Social Security number for a business and is used to identify your business for tax 

purposes. Knowing what your EIN is and how it affects your tax obligations is important to ensure you’re 

filing and paying your taxes correctly.  

 
Here’s what you need to know about EIN and taxes: 

 
• When You Need an EIN? 

 
You’ll need an EIN if you’re a business owner, even for a sole proprietorship. Other situations when 

you’ll need an EIN include if you’re a nonprofit organization, estate, trust, or filing a federal tax return for 

a pension plan.  

 
You can apply for an EIN online at the IRS website, by mail, or by fax. 

 
• How an EIN Affects Your Tax Obligations? 

 
Your EIN is used to identify your business for tax purposes and when filing taxes. It’s used to report 

business income, pay employment taxes, and open a business bank account.  

 
If you’re a sole proprietor, you’ll use your Social Security number to identify your business, but you may 

still need an EIN if you’re required to withhold taxes or report your business income on a 1099 form.  
 

• What Happens If You Don’t Have an EIN? 

 
If you don’t have an EIN, you may be unable to open a business bank account, apply for business credit, 

or hire employees. Additionally, you may be subject to penalties for not having an EIN and not filing taxes.  
 

It’s important to make sure you have an EIN if you’re a business owner. This will help you to stay 

organized and make sure you’re meeting your tax obligations.  
 

Conclusion 

 
Your EIN is an important part of your business and affects your tax obligations. You’ll need an EIN to 

file taxes, open a business bank account, apply for business credit, and hire employees. Not having an EIN 

can have serious consequences and lead to penalties. Make sure you apply for an EIN if you need 

 

 

 

 

 

  



Chapter 7 

Changing EIN Information: What You Need to Know When 

Updating Your EIN 

 
Updating your Employer Identification Number (EIN) is an important step for businesses to take when 

their ownership or structure changes. Businesses need to obtain a new EIN when their ownership or 

structure changes, such as when a corporation receives a new charter or when a partnership is taken over 

by one of its partners and is operated as a sole proprietorship. Sole proprietors who change their name or 

location will not need to obtain a new EIN. Corporations, partnerships, and LLCs will be required to obtain 

new EINs if any of the following statements are true: a corporation receives a new charter, a partnership is 

taken over, 50 percent or more of the ownership of the partnership changes hands within a twelve-month 

period, or the LLC is classified by the IRS as one of its existing tax entity classifications. 
 

When making a mistake on your EIN, you can either amend or deactivate it. You can write the IRS a letter 

or utilize form 8822-B to update the responsible party. This form has a space for your EIN and also allows 

you to update the responsible party.  

 
If you need to update your EIN for any reason, the regulations depend on your business type. An EIN can 

be updated through the IRS by mail and is necessary if the responsible party or business address changes. 

It is important to update your EIN as soon as possible to ensure that your business remains in compliance 

with tax regulations. 
 

 

 

 

 

  



Chapter 8 

EIN and Business Banking: Setting Up a Business Bank Account 

with Your EIN 

 
Setting up a business bank account can be a daunting task for new business owners. Fortunately, having 

an Employer Identification Number (EIN) makes the process much easier. An EIN is a nine-digit number 

that is assigned to businesses by the Internal Revenue Service (IRS) and serves as an identification number 

for tax filing and banking purposes.  

 
Before setting up a business bank account, it is important to make sure that you have all the required 

documents and information needed to complete the process. These can include proof of identity, business 

formation documents, and your EIN. It is also important to decide which type of business banking account 

you want to open, as there are different options depending on the size and complexity of your business.  
 

Once you have all the necessary documents and information, you can begin the process of setting up a 

business bank account. Visit your local bank or credit union and fill out the business banking application. 

During the application process, you will be asked to provide your EIN. Your EIN is also required for tax 

filing and reporting.  
 

For businesses that conduct any type of financial transactions, such as accepting credit cards or making 

payments to vendors, it is important to open a business bank account. Having a business bank account 

allows you to better manage and track your finances, as well as keep your personal assets separate from 

your business assets.  
 

With an EIN and the necessary documents, you can begin the process of setting up a business bank account 

and get your business running. 

 

 

 

  



Chapter 9 

EIN and Hiring Employees: Navigating Payroll Taxes and 

Withholdings 

 
Business owners must understand the intricacies of payroll taxes when hiring employees, as there are 

many withholdings and taxes that must be taken into consideration. The two most important identifiers for 

payroll taxes are the employer identification number (EIN) and each employee's Social Security number 

(SSN).  

 
The EIN is a unique nine-digit number, which is provided by the Internal Revenue Service (IRS). This 

number identifies the employer and is used to report taxes, create employee tax forms, and open a business 

bank account. Obtaining an EIN is a simple process, and can be done online, by fax, or mail. 
 

The SSN, also known as a Taxpayer Identification Number (TIN), is used to identify an employee for tax 

purposes and is required to be included on all Federal tax forms. Employers must verify the SSN of each 

employee before the hiring process is complete. 

 
In addition to the two identifiers above, employers must also understand and abide by the withholding 

taxes associated with hiring employees. Withholding taxes are the deductions taken from an employee's 

paycheck and are based on the amount of income they earn and the taxes they owe. Employers are 

responsible for calculating the withholdings, remitting them to the IRS and other agencies, and filing the 

appropriate tax forms. 

 
Knowing and following the tax laws and regulations associated with hiring employees is essential for 

business owners. By understanding the required information, withholdings, and taxes, employers can ensure 

compliance and reduce their risk of facing harsh penalties from the IRS. 

  



Chapter 10 

EIN and Business Structures: How Your EIN Relates to Your 

Business Entity 

 
The Employer Identification Number (EIN) is a unique nine-digit identification number that is assigned 

to businesses by the Internal Revenue Service (IRS). It is used for tax purposes and for identifying a 

business in various contexts, such as financial statements or documents.  
 

The type of business entity you choose for your business can affect your EIN. A sole proprietorship, which 

is an unincorporated business owned by one individual, has only one EIN, while other business entities, 

such as corporations, limited liability companies (LLCs), and partnerships, must obtain a separate EIN for 

each business entity.  

 
In the case of an LLC, the EIN is used to identify the business entity itself, rather than a specific owner. 

For example, if an LLC has multiple owners, all of them will have the same EIN, which identifies them as 

a single entity. The same applies to other business entities such as partnerships and corporations.  
 

When filing taxes as a business entity, the EIN is used to identify the business, rather than the individual 

owners. It is also used to open bank accounts or apply for business loans, as well as for other financial 

transactions.  

 
In summary, the EIN is an important number for businesses, as it is used for identification purposes and 

for filing taxes. The type of business entity you have determines the kind of EIN you need, and it is 

important to understand the different types of business entities and the requirements for obtaining an EIN. 
 


