Sole Proprietorship
Advantages

· Easy to organize

· Less reporting

· No double tax

· Freedom of action

Disadvantages

· Unlimited liability

· Fewer tax benefits

· Termination on death of owner

· Adverse tax consequences upon sale

· Limited ability to raise capital
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General Partnership
Advantages

· Few formalities

· Combination of resources & talents

· Personal tax benefits

Disadvantages

· Unlimited liability

· Power of each partner

· Dissolution upon death of a partner

· Partnership profits taxed as income to the partners

· Managing relationships between partners
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Limited Partnership
Advantages

· General partners have additional capital

· Limited partners have limited liability

· Allocation of income and losses

· Avoids “double tax”

· Finite existence

Disadvantages

· Initial organizational cost high

· Limited partners have no control

· Partnership profits taxed as income to partners

· Compliance with state and federal securities laws
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C-Corporation
Advantages

· Limited liability of shareholders

· Perpetual existence

· Flexibility of financing through outside investors

· Transfer of ownership by sale/gift of stock 

· Tax benefits available to corporate employees

· Well-accepted form of doing business

Disadvantages

· Initial organizational cost high

· Annual reporting requirements

· Double taxation
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S-Corporation 
Advantages

· Same as for C-Corporation
· Taxed at the individual shareholder level

Disadvantages

· Except for the tax consequences, same as for C-Corporation

· With minor exceptions, only individuals can be shareholders

· Limited number of shareholders

· Limited to one class of stock

· Must use calendar year
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Limited Liability Company
Advantages

· Limited liability without limits on management participation

· Flexible ownership and capital structure

· No double tax

· Allocation of tax benefits among members

Disadvantages

· Initial organizational cost high

· Poor tax treatment of fringe benefits

· Transferability must be governed by buy/sell provisions
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Government Regulations

Which Impact YOUR Business?

General Business Taxation

· Personal Income Tax

· Business Income Tax

· Sales Tax

· Property Tax

· Business License Fees

Employee Regulations

· Payroll Tax/Withholding

· Employee vs. Independent Contractor

· Wage and Hour Regulations

· Hiring Regulations

· OSHA

Consumer Protection Regulations

· Warranties

· Uniform Consumer Credit Code
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Government Regulations  (cont’d)
Which Impact YOUR Business?

Commerce Regulations

· Professional Licenses

· Business Registration

· Uniform Commercial Code

Zoning Regulations

Bankruptcy Regulations

Environmental Regulations

Other Regulations (specific to your business)
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Terms of a Contract
· Performance

· Price

· Quality Control

· Bailout

· Time to Perform

· Non-Conforming Goods

· Place of Delivery

· Warranty

· Good Faith

· Remedies
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What’s in a Lease?
· What are you leasing?

· True cost of the lease

· Payment “escalators”

· Permitted uses

· Lease responsibilities

(insurance, maintenance, etc.)

· Renewal options

· Purchase rights

· Right of first refusal

· Exclusivity
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Ownership and Protection of Ideas
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Types of Insurance
Covering Your Business

· General liability

· Product liability

· Professional liability

· Key-person

· Business property

· Business interruption

· Automobile

· Employee dishonesty
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Types of Insurance((cont’d)
Covering Your Employees

· Workers’ compensation

· Life insurance

· Health/Medical

· Pension plans

Specific to Your Businesses

· Other ____________________

· Other ____________________

· Other ____________________

· Other ____________________
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Succession Planning
Ask the tough questions…

· Are family members capable of running the business?

· Can family members work together?

· Do any family members want the business?
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Management Leadership Tips
· Delegate

· Set goals

· Create a vision

· Communicate

· Inspire

· Have fun

· Identify strengths of team members

· Plan long-term

· Trust

· Provide direction
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Traditional Organizational Chart
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Optional Organizational Chart
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Key Management Issues
Learn to “let go”

Develop both your “internal team” and your “external team”

Look at the big picture

· Develop management goals and strategies

· Create a workable structure

· Assign responsibilities (who)

Communication is key

Lead by example

Get advice

Have fun, be creative!
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Personnel Policies Manual
Sample Table of Contents

Overview and Mission

Employment Policy & Conditions

Conditions of work

Compensation

Benefit Plans & Programs

Personnel Records

Training & Development

Internal Staffing

Travel & relocation

Absences

Termination or Retirement

Establishing Policies

Policy Application

Equal Employment Opportunity
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IRS 20-Point Checklist(Independent Contractor or Employee

Primary Factors
Yes
No

1.
Does the service recipient have the right to require compliance with


significant instructions?
 FORMCHECKBOX 

 FORMCHECKBOX 

2.
Does the service recipient have the right to set the hours of work?
 FORMCHECKBOX 

 FORMCHECKBOX 

3.
Does the service recipient have the right to set the order or sequence


of services to be performed? 
 FORMCHECKBOX 

 FORMCHECKBOX 

4.
Does the service recipient have the right to discharge the service provider?
 FORMCHECKBOX 

 FORMCHECKBOX 

5.
Does the service provider have the right to hire, pay and supervise



assistants as the nature of the work requires?
 FORMCHECKBOX 

 FORMCHECKBOX 

6.
Does the service provider have no ability to realize a profit or loss?(
 FORMCHECKBOX 

 FORMCHECKBOX 

7.
Does the service provider have no investment in significant tools, materials

and other equipment when such items are necessary to accomplish 


the task and are customarily provided by the service provider?
 FORMCHECKBOX 

 FORMCHECKBOX 

8.
Does the service provider have no significant investment in facilities when they


are necessary to accomplish the task and they are customarily provided?
 FORMCHECKBOX 

 FORMCHECKBOX 

Secondary Factors

9.
Does the service recipient train the service provider? 
 FORMCHECKBOX 

 FORMCHECKBOX 

10.
Does the service recipient have the right to require oral or written reports? 
 FORMCHECKBOX 

 FORMCHECKBOX 

11.
Does the service recipient pay by the hour, week or month?
 FORMCHECKBOX 

 FORMCHECKBOX 

12.
Does the service recipient pay for business and/or travel expenses?
 FORMCHECKBOX 

 FORMCHECKBOX 

13.
Does the service recipient have the right to require personal service? 
 FORMCHECKBOX 

 FORMCHECKBOX 

14.
Does the service provider usually not work for more than one firm at a time?
 FORMCHECKBOX 

 FORMCHECKBOX 

15.
Does the service provider maintain a continuing relationship with the  


service recipient?
 FORMCHECKBOX 

 FORMCHECKBOX 

16.
Does the service provider devote substantially full time to the service recipient?
 FORMCHECKBOX 

 FORMCHECKBOX 

17.
Does the service provider have the right to terminate the relationship at any 


time without incurring liability?
 FORMCHECKBOX 

 FORMCHECKBOX 

18.
Is the service provider integrated into the service recipient’s business?
 FORMCHECKBOX 

 FORMCHECKBOX 

19.
Does the service provider not make his or her services available to the


public on a regular and consistent basis?
 FORMCHECKBOX 

 FORMCHECKBOX 

20.
Does the service provider work only on the service recipient’s property


or designated location?
 FORMCHECKBOX 

 FORMCHECKBOX 

Note:

   (  Yes answers suggest employee status.  No answers suggest independent contractor status.

   (  More weight should be given to the first eight questions than the last twelve.

   (  If you answered “yes” to any of these 20 questions, proceed with caution.  Consult an accountant or tax lawyer who is familiar with the problems raised by hiring individuals as independent contractors.
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Key Employee Management Practices
· Identifying tasks and job descriptions

· Interviewing, selecting and hiring, and training

· Setting performance goals

· Evaluating/measuring performance

· Creating compensation and incentive strategies

· Facilitating communication and learning

· Teaming for collaboration and cooperation

· Building in fun and creativity
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Risk Management Check-up List

· Are my goals written, measurable and realistic?

· Have I communicated those goals with everyone in the business?

· Do I understand the goals of other family members and/or employees?

· Do I know which risks can keep me from attaining my goals?

· Have I decided which risks I am comfortable managing with my own resources, and which I should shift to others or seek assistance with?

· Have I scheduled regular insurance check-ups for health, life, casualty, property, disability and long-term care?

· Do I have a confident relationship with my risk management advisors?

· Do I understand how much coverage I need to provide adequate cash flow for my business?

· Will my lender understand my overall plan for my business and help me achieve my goals?
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Risk Management Check-up List(cont’d

· Are all of my assets covered in my risk management plan?

· Do I know what financial records I need to adequately manage my business?  To document my borrowing requests?

· Do I understand the terms and conditions of my borrowing arrangements?

· Do I have alternative sources of income in case of low market prices, etc.?

· Do I have a will?  When was it last reviewed?

· Have I advised family members as to the location of my will, other important documents, etc.

· Do I have life insurance?  Is my list of beneficiaries up to date?

· Have I explored ways of transferring assets to the next generation?

· ___________________________________________

· ___________________________________________

· ___________________________________________

NxLeveL® Guide for Entrepreneurs(OHD/Handout 3-23
Pros and Cons of Outsourcing

Pros
· Allows a focus on core competencies

· May lower costs by eliminating redundant personnel, while freeing up other staff for more important tasks

· May allow you to reassign tasks to staff members who earn less money, thus reducing overall costs

· Relatively well-paid employees may become available to work at lower scales

Cons
· Outsourcing to foreign firms may result in bad PR, low employee morale, and consumer disaffection

· You may need to manage multiple outsourcing relationships across cultural and legal boundaries

· Some tasks are not suitable for outsourcing, and some jobs are not economical to outsource
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Is Outsourcing Right For Your Business?


Understand your core competencies

· What expertise do you have in-house? What expertise must you seek elsewhere?

· Figure out what you do best, and consider delegating the rest

· Can you manage the new relationships that outsourcing will involve?

· Are there structures in place to make it work?

· What matters to customers? Will outsourcing affect their perception of your business, or your core competencies?

Look at long-term viability, not short-term savings

· Pay attention to employee and customer perceptions and reactions
· Don't assume that decreasing labor costs will always provide big savings!

· Weigh efficiency against effectiveness. Seeking greater efficiency is a bad idea if it lowers your ability to meet customer service and quality standards!

NxLeveL® Guide for Entrepreneurs(OHD/Handout 3-24

NxLeveL® Guide for Entrepreneurs(OHD 3-16


















































