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L egal Disclaimer

Ronnie Talent and TGI Publishing are distributors of information received from many
sources and therefore do not make any claims of accuracy. In no event shall Ronnie
Talent or TGI Publishing be liable for loss or damages of any nature arising our of or in
any way connected with such information, including but not limited to, special,
consequential, indirect or punitive damages. Ronnie Talent and TGI Publishing shall not
be liable for errors, omissions or other wrongful conduct of any third party or any
provider of information. The foregoing shall apply to the full extent permitted by law.
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Starting a business?

That's great. Controlling your destiny is a good thing.

Along with your new-found freedom comes responsibility. You have
make sure that your business is set up the right way- and that your
accounting is accurate.

This guide will give you some of the basics. You should research your
new venture thoroughly before making a large investment, and you'll

find that when you do-your chances of success are far greater.

Whatever business you decide to pursue-we wish you luck!

Ronnie Talent

www.vendingjackpot.com
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Small Business-Definition

For all research purposes the office of advocacy defines a small
business as independent business having lesser than 500
employees. Firms wishing to be designated small businesses for
government programs such as contracting must meet size standards
specified by the Small Business administration (SBA) Office of Size
Standards. These standards vary by industry
Choosing a Business

Remember, you are going to take a vital decision in your life.
This necessitates great care from your part simply because it is
going to affect to you any way. Checking the following points can be
really rewarding.

Can | enjoy doing it?

This is the first question one should explore to put it right. An
assessment of the current interests will certainly be a useful tool.
Many successful small businesses grow out of hobbies because
hobbies are chosen for right reason. Here is where enjoyment comes
to picture .The task, the challenge and the time spent , all comes
from one’s heatrt.

Do | have the required technical expertise?

It is suicidal to enter in to an area which is completely alien to
you. With right technical expertise you can ask the right questions,
make good business decisions and can absorb other “expert”

opinions.
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Is the revenue guaranteed?

The ladder should be put on the right wall. The financial goals
must be realistic. The best way is to look around the similar
businesses and analyze their progress. Better, if you can talk to some
owners. This will help in selecting one which is capable of quenching
your financial thirst.

Can | get the help | need?

To survive in any fields without help is quite difficult. It will be
highly beneficial to find out whether the right kind of help is available
in the immediate area. Also an enquiry on similar businesses in the

area will be quite useful.
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Can you sense the vibration of the market?

Ultimately, what it matters is customers. Will you be able to find
customers? Do you have the knowledge required to set prices
appropriately? Will you be able to direct a marketing program? Of

course, you might not do this yourself, but you may have to manage
the effort.
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Small business legal structure.

The legal structure for all small business need not essentially
be the same — it can take the simple structure of a Sole Proprietor or
a complicated one such as a Partnership, Corporation or a Limited
Liability company (LLC). The success of your business is by and
large governed by factors such as size and profitability of the
business, how many people own it and whether it entails liability risk

not covered by insurance.
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Types of ownership structures.
The most common forms of doing business include
+ Sole Proprietorship
s Partnership
Limited Liability Company(LLC)

Corporation (for-profit)

‘0

%

0‘0

‘0

L)

Nonprofit corporation (not-for-profit)

L)

% cooperative

Sole Proprietorship And Partnership

This simple structure works best for many new businesses. A
sole proprietorship doesn’t require any filing of papers — it is just
venturing into the business. Legally inseparable from its owner — the
profits, losses, debts or court judgments — all are his very own.

A partnership structure is just the same as Sole Proprietorship
with two or more people, The structure starts when you start a
business with another person. Sole Proprietorship and Partnership
should be adopted in a business where it doesn’t require personal
liability.
Limited Partnership

Being costly and complicated, this is least recommended for the
average small business owner. The ‘ General Partner’ who creates
the Limited Partnership can be a person or a company; and solicits
investments from others who are the limited partners. Unless a
cooperation or an LLC, the General Partner is personally liable for

business debts and controls the day to day operations of the Limited
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partners. Consulting an expert in limited partnership is always

recommended before venturing into the same.
Corporations and LLCs.

Though complicated and costly, this structure has the merit of
limiting owner’'s personal liability for business debts and court
judgments against business. Being an independent legal and tax
entity , it is separate from the people who own , control and manage
it. The separate status also ensures that the owners do not require
their personal tax returns to pay on personal income tax on the
money they draw from the corporation in the form of salaries,
bonuses and the like.

The similarity of LLCs to corporation is that they also provide
limited personal liability for business debts and claims. However, with
regard to taxes, LLCs are more like partnerships; the owner of an
LLC pays tax on their shares of the business income on their
personal tax returns. Corporations and LLCs can be adopted by
business owners who either run the risk of being sued by clients or
piling up business debts and have personal assets which need to be

protected from business creditors.
Non Profit Corporations

This is normally formed for charitable , educational , religious ,
literary or scientific purposes. The fund can be raised through
public/private grant and donations. Non profit corporations are

generally exempted from tax, considering their contribution to society.
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Cooperation

While starting a new business, it is important to choose the
most suitable ownership structure . While deciding on the legal
structure of your business, the following factors need to be
considered.

Potential risk and liability of your business

The formalities and expenses involved in establishing and
maintaining the various business structure Your income tax situation
and Your investment needs.

Risk and liability

The best ownership structure needs to be decided on,
considering the type of services or products offered. For a business
engaged in risky activities , it is advisable to have liability insurance
and form a business entity that provides personal liability protection
that shields your personal assets from business debts and claims.
Formalities and Expenses

Sole proprietorship and partnerships are the easiest ones to
start on — they are completely free of the forms , fee or concrete rules
of operation.

Setting up an LLC or Corporation requires much more attention
and investment. The formalities include filing the document within the
state along with a fee that ranges around $540 and $800, depending
on the locale of your business. Important business decisions need to
be recorded and all the set processes should be followed.

Appointment of officers through election also is necessary.
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While a business is being set up, the normal tendency is to
invest the minimum. Considering the effort and investment required in
an LLC or a corporation, it is not worth the complexity unless the risk
element is very high.

Income Taxes.

The returns from the business, whether profit or loss comes to
the owners in the case of Sole Proprietorship. On the personal
income tax returns, the owners report their share — which means as
far as the tax part is considered, the complexity, paper work and cost
Is the same for Sole Proprietorship.

Regardless of the actual profit, owners of unincorporated
business need to pay tax on the net profit. This means, even when
the whole profit is reinvested in the business, the owners have the
onus of reporting their share of these profits as their income.

The owners of a corporation pay taxes only on the profit paid to
them as bonuses, salaries and dividends.

Registering the Sole Proprietorship

Sole Proprietorship has the benefit of getting started without
filing of any forms or documents or fees. On completing the general
registration requirements applicable to all new businesses, your
business has to be declared as Sole Proprietorship.

Normally, even the smallest business, even if home based, is
required to register in many a cities. You benefit with a business
license or Tax Registration certificate. An employer identification

number, a seller's license and a zoning permit are the other
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documents you should posses. The name, which you give to, the

business also needs to be registered.
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