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Chapter 1                                            Self-Assessment 

 
Overview  

 
Each year there are more than 800,000 small business start-ups in the United States and only 

40% will survive their first six years*.   

 

With more and more workers being impacted by down sizing and outsourcing of jobs in large 

businesses, people desiring more independence and a more flexible work place and 

environment, self-employment has become increasingly attractive as an alternative to 

traditional employment.  As most experts will tell you, it is the primary option of choice for risk 

takers.   

 

Because owning and operating a small business is risky, those who are not prepared for the 

demands on time, effort, and skill that are inherent in operating a business are likely to be 

facing an almost impossible task.  

 

You also need to understand the difference between an idea and a business opportunity. An 

idea is a concept that may not have a market. A business opportunity is a market-driven, 

profitable venture. 

 

We begin this workbook at exactly the same point you should begin the process of exploring 

self-employment by determining if you have what it takes to successfully start and operate a 

business of your own. 

 

_________________________ 

*Business Failure Record, Dun and Bradstreet Corp., Wilton, Conn. 1995 
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Self-Assessment Test 
 

Starting a business is risky at best, but your chances of making it will be better if you first 

understand whether you have what it takes.  Below are some questions to help you evaluate 

whether you do. 
 

Questions to Ask Yourself 

1. Are you a self-starter? 

____  I do things on my own.  No one has to tell me to get going. 

____ If someone gets me started, I keep going all right. 

____ Easy does it.  I don't put myself out until I have to. 

2. How do you feel about other people? 

____ I like people and can get along with just about anyone. 

____ I have plenty of friends and don't need anyone else. 

____ Most people irritate me. 

3. Can you lead others? 

____ I can get most people to go along when I start something. 

____ I can give the orders if someone tells me what we should do. 

____ I let someone else get things moving; then I go along if I feel like it. 

4. Can you take responsibility? 

____ I like to take charge of things and see them through. 

____ I'll take over if I have to, but I would rather let someone else be responsible. 

____ There is always some eager beaver around wanting to show how smart he/she is.   

 I say let 'em. 

5. How good an organizer are you? 

____ I like to have a plan before I start.  I am usually the one to get things lined up. 

____ I do all right unless things get too confused; then I quit. 

____ I get all set and then something comes along and presents too many problems.  So I just 

take things as they come. 

6. How good a worker are you? 

____ I can keep going as long as I need to.  I don't mind working hard for something I  want. 

____ I will work hard for a while, but when I have had enough, that's it. 

____ I can't see that hard work gets you anywhere. 

7. Can you make decisions? 

____ I can make up my mind in a hurry if I have to.  It usually turns out okay too. 

____ I can if I have plenty of time.  If I have to make up my mind fast, I think later that I should 

have decided the other way. 

____ I don't like to be the one to decide things. 

8. Can people trust what you say? 

____ You bet they can.  I don't say things I don't mean. 

____ I try to be on the level most of the time, but sometimes I say what is easiest. 

____ Why bother if other people don't know the difference? 
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9. Can you stick with it? 

____ If I make up my mind to do something, I don't let anything stop me. 

____ I usually finish what I start  -  if it goes well. 

____ If it doesn't go right immediately, I quit.  Why beat my brains out? 

10. How good is your health? 

____ I never run down! 

____ I have enough energy for most things I want to do. 

____ I run out of energy sooner than most of my friends. 

 

Now total the number of checks you have next to the first, second and third answers.  If most of 

your checks are beside the first answers, you probably have what it takes to run a business.  If 

not, you're likely to have more trouble than you can handle by yourself.  Better find a partner 

who is strong on your weak points.  If most of your checks are next to the third answers, even a 

good partner will not be able to shore you up. 

 

 

Characteristics and Skills Necessary to Successfully Operate Your Business 

 

The information in this section will provide you with an overview of those management aspects 

of a business in which you must achieve competency.  The following are the business skills 

essential to successfully operate a business. 

 

Personal Characteristics of a Successful Entrepreneur 

 

• Has commitment, drive, energy to complete tasks 

• Totally self-confident 

• Reasonable risk taker 

• Highly involved and innovative 

• A goal setter 

• Very competitive 

• A money maker 

• Has the ability to compete against self-imposed standards 

• Has job and  management skills or is willing to learn 

• Can manage resources, finances, materials, people, technology 

 

Analysis of Personal Situation 

 

• Condition of health 

• Currently employed or self-employed 

• Source(s) of current income or cash flow 

• Other potential source(s) of income 

• Future job or employment prospects vs. own business 

• Support of family 
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Analysis of Financial Situation 

 

• Nature and extent of personal assets 

• Business or personal debts 

• Possible outside assets/funds for a loan retirement 

• How much is needed to cover personal needs 

• Has a personal budget been developed 

• Determination of net worth 

 

The following are the basic business skills considered to be essential to successfully operate 

and manage a business. 

 

I. Managing Money 

 

A. Ability to borrow money 

B. Record keeping 

C. Purchasing 

D. Handling credit 

E. Budgeting 

 

II. Managing People 

 

A. Hiring employees 

B. Supervising employees 

C. Training employees 

D. Evaluating employees 

E. Motivating employees 

F. Terminating employees 

 

III. Directing Business Operations 

 

A. Buying supplies, equipment and merchandise 

B. Managing inventory 

C. Filling orders for products/services 

D. Managing the facilities 

E. Directing sales operation 

1. Obtaining necessary sales to cover costs 

2. Teaching others how to sell 

3. Identifying customer/client needs 

F. Marketing 

1. Analyzing potential customers/clients 

2. Establishing pricing for products/services 

3. Advertising 

4. Budgeting 
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IV. Setting Up the Business 

 

A. Choosing location or site 

B. Obtaining required licensing and permits 

C. Determining initial inventory 

D. Obtaining financing 

E. Planning short- and long-term cash flow 

F. Choosing type of ownership 

G. Building a support system 

1. Attorney 

2. Accountant and/or bookkeeper 

3. Lender (bank, financial institution, credit union, private investor, etc.) 

4. Insurance broker 

5. Industry or business association(s) 

6. Networking group(s) 

7. Counselor/consultant (SCORE, Marketing Consultant) 

8. Business coach or mentor 
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Chapter 2           Business Planning 
 

Overview  

 

A well written business plan will play a key role in the success of your business.  In addition to 

being required by most lenders, a thoughtful plan helps business owners, members of the 

management team and investors focus on the strategic objectives of the business.  A good plan 

gets ideas and action steps out of your head and onto paper, and serves as a road map for all 

with an interest in the success of the business. 

 

Getting ready for the planning process 

 

In this computer age, a number of business plan formats are available on CD or DVD or 

downloadable from the Internet, and they provide guidance and are useful tools in the 

preparation of the plan.  Frequently, as the planning process progresses, you will want to make 

changes, and having computer-based software certainly helps in that process (see Page 12 – 

Resources). 

 

Points to remember as you proceed with your planning process: 

 

� Planning often makes the difference between success and failure. 

� The approach to investors and bankers requires a plan that is neat, concise, and to 

the point; no more than 12 - 15 pages, including financials, for a small business. 

� There is no standardized format.  You can tailor your plan for different audiences, 

and show why it will be a good investment, both in time (for prospective employees) 

and money (for financial backers).   

� Even if capital isn’t required, it is a very good idea to prepare your plan as if it were, 

for it is a living document that should guide you as the business progresses.  You 

want to reference it periodically to make sure you are measuring up to your own 

expectations. 

� While a good plan can assist in your success, a lack of implementation skills will most 

likely lead to failure. 

� SCORE and SBDC counselors are always available to help you with your planning 

process. 

 

Select a name for your business that fits.  It can contain your name, can include a description of 

the product or service to be rendered, or it can start with the letter A (AAA Plumbing) so it will 

show up first in directories. Next check an Internet registrar (see Chapter 16, Resources, 

Internet) to find out if it is available for your planned website. 

(Put the name in here) 

 

Become familiar with the seven “M’s” that must be successfully implemented if a small 

business is to be successful. 
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� MOTIVATION to start the business based upon an idea that your product or service 

provides a better way of filling a need in the market place than currently exists. 

� MANAGEMENT experience in the form of implementation skills to turn an idea into a 

profitable reality. 

� MONEY in the form of debt or equity required to sustain the business until it reaches 

the break even point. 

� MARKET understanding, including demographics, size in revenue dollars, and 

expected market share over time. 

� MANUFACTURING or sourcing of your products, including back up sources if 

required, and assurance that availability, consistency and costs of your 

procurements can be monitored and controlled. 

� MARGINS must be such that your fixed costs can be covered and provide an 

acceptable level of profitability for the investors. 

� MEASUREMENT systems must be in place.  If you don’t have the means to measure, 

then you don’t have the means to manage. 

 

To insure that each of these components have been addressed somewhere in your plan to the 

satisfaction of the owners and investors, and that risk has been minimized to the greatest 

extent possible, list the plan’s pages here that refer to each of the 7 musts . 

 

 

Writing the Business Plan 

 

The usual components of a business plan are: 

 

1. Table of Contents 

 

2. Executive Summary  

 

This might be the most important part of your plan.  It must grab the readers’ attention, and 

hold it so he/she will review the balance of the plan.  The Executive Summary can be as short as 

one type written page, giving a good sense of what you intend to accomplish.  It will identify the 

principals and key team members, as well as some of your strategies. To help in the preparation 

of the Executive Summary, (and it shouldn’t be finalized until the rest of the plan is) you should 

complete the following exercises: 

 

 

a. Prepare a Mission Statement for your enterprise.  This will be a clear and concise 

representation of the enterprises purpose for existence. One or at the most two 

sentences are sufficient.  It should be a building block for an overall corporate 

strategy and a guide in decision making.  An example of a mission statement for a 

small sign company:  “We will sell signing to small businesses and individuals; we will 

produce quality signs at a price lower than larger firms, and complete these signs in 

24 hours or less, from a storefront location in a high traffic area”.  The mission 

statement of Wal-Mart is “to give ordinary people the chance to buy the same 
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things as rich people.”  A small airline goes as follows: “AirCo will offer young 

businessmen cost effective transportation services within our geographical area, 

focusing on courteous and on time service.”  

 

 

 

Put your mission statement in this space.  Allow it to change as you progress with 

your plan if the mission changes. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

b. Do a SWOT analysis around your business idea early in the planning process:  

S for Strengths of the business,  

W for Weakness inherent in the business (both controllable by management),  

O for Opportunities you can identify,  

T for Threats that you might foresee (both are external to direct control by 

management). 

  

This will help you think through your strategies for attaining the profitability you 

want.  It is good to address problems and seek solutions before they actually occur.  

Some, but not all of the analysis may go into the Executive Summary, but the 

thought process will reinforce strategies you express throughout the plan. 

 

 Examples: 

Strengths:  Technical competence, knowledgeable staff, financial resources, good 

knowledge of the market,  excellent vendor relationships established, proximity to 

the market place, minimal competition in my market. 

Weakness: Lack of management skills; no track record in this business; heavily 

dependent on one person; heavily dependent on one vendor; the best location for 

space was not available; market is very seasonal. 

Opportunities: Growing market for the type of product I will provide; availability of 

skilled/knowledgeable workforce; large disposable income in proposed market; sales 
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trend for my products has been increasing; possible availability to me of more 

desirable space in the near future; probable availability of a unique product that will 

increase revenue beyond that projected. 

 Threats: Economic downturn, new well financed competition, inflation, increasing 

cost of materials and labor, competition volume purchasing allows them lower costs; 

price cutting normal in this business; availability of growth capital; earth quakes, 

terrorists. 

 

 

 

Do your SWOT analysis here: 

 

S 

 

 

 

W 

 

 

 

O 

 

 

 

T 

 

 

 

 

 

Your Executive Summary will be a work in progress.  You will find yourself revising it many 

times, or until it tells the story of your business in a way that will compel the reader to delve 

further into the business plan.  You want to share the enthusiasm that you and your team have 

for the business. 

 

3. General Company Description 

Start with  

a. the Name of your business 

b. the Mission Statement which you have already prepared and which says “what you 

want to do”. 

c. the Location and physical plant, where your business will be located and why.  There 

is nothing wrong with certain types of home-based businesses, but yours might require a 

special location. If it is retail, location can be the most important consideration of many.  How 

will you determine the best location for you, and what effect will it have on the business, 

including costs and customers? Describe the area if it is important to the plan. 
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d. Determine and state your legal structure.  Get advice from a lawyer, or a counselor. 

These decisions are usually based on personal vs. corporate liability, and tax issues. Refer to 

Chapter 5, Legal Aspects, of this manual for more information. 

e. Note in your plan that business name application, business licenses, resale permits, 

federal tax ID, import permits, where required, and any other requirements to “do business” 

have been, or are being addressed.  Make sure that they will be in place at the proper time 

relative to your starting the business. 

 

 

 

4. Products and Services  

 

Describe here in more detail, and in a structured format, what you are offering and how you 

will provide it. Sourcing encompasses all issues relating to how you will attain the product or 

service you intend to sell.  However be mindful that what any customer seeks from a vendor 

such as reliability, availability, on time service, rapid response times, high levels of quality and 

predictable costs can also apply to a service you are offering.   

 

When outsourcing products, remember how important the relationship with your vendors can 

be.  They can hurt you if quality or delivery times deteriorate, prices increase, or if they aren’t 

concerned with providing you competitive advantages.  You should be able to look to your 

suppliers for new product ideas, for marketing help and perhaps advertising allowances, and 

maybe even help, if cash gets tight, by virtue of extending terms.   

 

In your plan list sources for your primary products, and append copies of price quotations, if 

available.  You need to seek a protected market to avoid that the same product does not 

appear within your marketing area through another channel. In the event some outside force 

affects your vendor, or your own relationship breaks down, what are your plans for a secondary 

source?  You don’t want to promote and advertise a product that you can’t get.  Try to reach an 

agreement on future price increases where timing can be important.  

 

Go out of your way to establish a trusting and cordial relationship with all of your vendors.  It 

will pay off for you in many ways. 

 

 

5. Marketing Plan  

 

will normally be the largest section in you plan.  Marketing is all business activity involved in the 

movement of product or services to the customer, and includes advertising, packaging, 

promotion, selling and pricing.  You should include factual information about the following: 
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The Market  

 

• A detailed description of the product or service being offered (this should be easy 

for you because you know it better than anyone else).  How does this satisfy a 

customers needs?   

• Who buys the product or service, and why do they need it? 

• What is the size of the market for your products?  How did you determine market 

size? (Explore demographic data for your market, check competitive web sites, 

suppliers, trade shows, consumers, competitors, Census data, etc.). What is your 

target market (? What market growth is expected, and why? 

• What share of the market, as you have surveyed it, are you planning to attain in year 

1, 2 and 3  (Lenders scowl at too much share, too soon)? Your share, even if static, 

will generate more revenue in a growth market. 

 

Competition 

 

Discuss the competition in some detail.  If there is a compelling reason why you will not 

be adversely affected by competition (market exclusive, for example) discuss it here.  

Research the competition through the yellow pages, web sites, Chambers of Commerce, 

Catalogues, Trade Shows, surveys, suppliers, and visit their locations. 

 

Your competitive edge 

  

• Do you have a competitive edge, and are able to create demand for the product 

from you rather than a competitor who might have the same or similar product? 

• What are the unique aspects of your product that will create a market “niche” for 

you?  Is there any reason why these advantages will not continue? 

• If there are any intellectual property or patent/copyright issues, discuss them. 

• If you are aware of pending improvements in your products (relating to cost, 

availability, marketability, or profitability), recognize them and when they might 

become available. 

 

 

 

 

Your marketing and sales strategy 

 

• What is your pricing philosophy?  How will it affect sales volume and margins?  

Explain, if you can, what the competitions’ pricing philosophy is.  Provide good logic 

as to how you arrived at your selling prices. 

 

• Promotion relates to various activities and actions that will attract customers and 

consequently improve sales volume. You might attract them because of location, or 
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pricing, or uniqueness of product, but beyond that you need to get to them so they 

will get to you.  There are various means such as flyers, ads, websites, banners, 

mailings, sponsorships (ball teams), press write ups about the uniqueness of your 

business, etc.  You should describe what your promotional plans are, and account 

for their costs in your budgeting.  Explain how they will help your business, and why 

you have chosen one over another. 

 

• Location has been covered to some extent under the section on “The Company”, but 

if it will have a major effect on your marketing strategy, address it here in the 

context of marketing.   

 

• Selling is the art of converting a “looker” into a “buyer”.  The promotion gets them 

to you, and then you have to sell them on the product or service.  If there are any 

unusual aspects regarding your “selling” or sales philosophy, discuss them in the 

plan. 

 

Your Sales Forecast 

 

Prepare a detailed sales forecast for three years.  The first year should be by month, and 

subsequent years can be by quarter or year.  If you have various products with varying 

margins, you need to show this breakdown. The SCORE templates listed under 

Resources below include a Sales Forecast schedule in the Financial Planning set of linked 

spreadsheets. Refer to chapter 10, Financial Statements, of this manual for a sample 

template.   

 

You will be making assumptions as the sales forecast is probably the hardest part of the 

plan to prepare on a credible basis, and it will be tested by anyone who reads the plan.  

Showing a modest market share is one way.  Knowing a lot about your market and its 

demographics is another.  If you don’t force the sales number too high, you can be 

pleasantly surprised (and the lender too) when you exceed the forecast.  Your growth 

from year to year should seem reasonable to you, and based on the fact that your 

advertising, promotion, and reputation are beginning to take hold. 

 

Caution: Many new ventures tend to overestimate their sales volumes.  You can make a 

lot of adjustments along the way in order to become profitable, but the least logical is to 

assume you can increase sales without either reducing margins, or increasing expenses 

related to promotion. Be very careful to make reasonable and verifiable sales 

assumptions as they are the lynch pin of your profit plan. 

 

 The seven factors that can influence your sales numbers (both up and down):  

 

1. The characteristics of the product. 

2. Pricing (is the customer getting the value he expects?) 
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3. Presentation (which includes your place of business, packaging, your service, and 

how you and your people are perceived by the marketplace)  In essence, how 

satisfying the customer found the experience of dealing with your company to be. 

4. Suppliers (availability of product, cost, quality, reliability). 

5. Competition (including pricing, terms, discounts, give a ways, promotions, 

warranties, service levels, quality, special strengths, etc.) 

6. Seasonality 

7. External Issues (rise in interest rates, fires, floods, quakes, severe weather, power 

outages, terrorist actions, etc). 

 

List the factors that are expected to help or hurt you the most in you goal of meeting 

your sales forecasts: 

 

 

 

 

 

 

 

 

Refer to chapter 6 – Marketing and Advertising - of this manual for additional help. 

 

 

6. Operational Plan  

 

At this point you will discuss your business strategy which addresses “how you are going to do 

it”.  You should include in this section the following: 

 

• A description of the operation you need to put in place, including all the resources 

required to fulfill the sales forecasted in the previous chapter, including facility, 

equipment, manpower, technology, etc. and the cost of each. 

 

• An outline of your record keeping system.  How are you planning to keep track of 

important business elements, such as sales, cash, payroll, purchases, expenditures, 

costs, inventories, taxes, etc. Your system will provide the data required for the monthly 

operating statements and data any lender will require. 

 

 

7. Management and Organization 

 

Describe your management team in detail.  

This is the “who is going to do it” portion of the plan, and since experience is a prerequisite of 

most lenders and investors, be sure to emphasize the credibility of your team to handle the 

tasks ahead.  You can include a brief profile of each of your staff, and put their detailed resumes 
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in the Appendix at the end of the plan.  If you are hiring some expertise in the form of 

consulting, mention that. 

 If you intend to have a board of directors, advisors, an accountant, tax advisor, consultants, 

etc. mention why they will be important to the plan.  

 

Prepare an organization chart for your business, and display it in this space. Show who 

reports to whom, and who has responsibility for attaining specific portions of the planned 

objectives: 

 

    

 

____________________

Operational Responsibility

.......................................

.......................................

___________________

Marketing Responsibility

.......................................

.......................................

__________________

Financial Responsibility

.......................................

.......................................

_________________

Owner/President/CEO

.......................................

.......................................

 
 

 

8. Financial Plan  

 

is the scorecard that measures the attainment of the financial projections contained in the plan.  

Clearly you must be able to measure the results on an ongoing basis if comparisons are to be 

made.  The Financial Plan contains the following components: 

 

� Income Statement (P& L) - for three years (Refer to chapter 10 for templates) 

A summarized version shows the following: 

 

 Amount in 

$$ 

in % of 

Sales 

Comments 

Sales (Revenue) $ 50,000.00 100%  

(-) Cost of Goods Sold 

(COGS) 

$ 32,500.00 65% Variable Costs – change with 

volume 

= Gross Profit $ 17,500.00 35% Margin 

(-) Operating Expenses $ 16,500.00 33% Fixed Costs - do not change 

with volume 

= Net Profit before Tax $   1,000.00 2%  

 

Every management decision you make (other than where to play golf, or how much to 

contribute to a fund raiser or charity) will show up in either Sales, COGS or Operating 

Expenses.  

Examples:  

• if you raise prices, your sales volume will go up, and your margin % will go up.   
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• If you reduce your inventory, sales can go down.  

• If inventory is sold at a discount, margins will go down, but fixed expenses can go 

down too if the cash was used to pay down a loan.   

• If you lower prices, sales will go down, as will margins.   

 

Typical variable costs are: Prices paid for goods and services that go into your product, 

labor that goes into the product, commissions paid for attaining sales, inbound or 

outbound freight that you pay for, inventory shrinkage, scrap produced, waste or any 

outside service performed on the product (packaging, painting, etc). 

 

Typical Fixed costs are:  rent, utilities, insurance, advertising, promotional expenses, 

salaries, interest, supplies, phone, copier, fax, accounting services, professional fees and 

dues and subscriptions. 

 

� Break Even Analysis  
 (Refer to chapter 10 for template) 

 

It is crucial that you understand when your business will break even and not until then 

can you begin reducing debt.  Only after that point will you begin to show profitability 

and any return on capital invested. 

 

Break even is where your Gross Profit Dollars exactly cover your fixed costs.  The 

formula is: 

Total Fixed Costs (in $$) 

((100 – Total Variable Costs%)/100) 

 

In the prior example, the fixed costs were $16,500 and the margin was 35%.  The 

division would result in a break even of $47,143.00.  The company actually did $50,000 

so it was able to make a profit.  Sales over break even were $2,857.00; the margin over 

break even at 35% yielded the $1000.00 shown as profit before tax.) 

 

Show the break even point for the following company:  Larry’s Sign Shop  

 

The projected Sales for the year are $240,000.00, Sign materials are $60,000.00, the 

hired man who builds signs makes $24,000.00, Rent is $21,600.00, Insurance, utilities 

and professional fees are $18,000.00, Freight to get sign material in and to ship it out 

are $9,600.00, Advertising and promotional costs are $26,400.00, the book keeper gets 

$24,000.00, the sales agent gets 5% commission on sales he brings in, which are half of 

the total. 

 

 

 

Sales $ 100%  

Cost of Goods (Variable)   
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Gross Profit   

in % of Sales   

   

Expenses (Fixed)   

   

   

   

Totals   

Your Calculation  

Answer: The break even point is $153,840.00 in Sales.  His sales above break even 

are $86,160.00 multiplied by a margin of 58.5% gives you a profit before tax of 

$50,400.00. 

 

 

� Cash flow analysis  
(Refer to chapter 10 for templates) 

 

will show you at any given time the cash available from which to run the business.  It 

will help you explore whether your business idea is viable, and how much cash you 

might need from outsiders to sustain your business until you break even.  While 

revenue generated is the greatest source for cash in an operating business, you can 

affect this number by closely controlling fixed expenditures, margins, getting paid on 

time by your customers, closely controlling your inventory, and getting favorable 

terms from suppliers. 

 

Monthly cash flow is a function of beginning cash, plus cash in, minus cash out.  

Expenditures usually go toward variable cost of sales, fixed expenses, and any 

equipment, furniture, fixtures, or improvements you might need.   

 

Cash, and the availability of cash are the life blood of your business.  This scarce 

resource needs to be managed with great care 

 

� Balance Sheet 
(refer to chapter 10 for template ) 

 

 will provide you with the worth of the business at a specific point in time.  The 

“balance” occurs when you match assets (current assets, such as cash, receivables 

and inventory along with fixed assets, such as furniture, fixtures, equipment, 

leasehold improvements), against current liabilities (accounts payable, taxes 

payable) and long term liabilities (such as loans payable) and owners equity (paid in 

by owners, and retained earnings which are liabilities for the company as they are 
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owed to others).  You can determine the amount of equity you have in the business 

by constructing your balance sheet. 

 

� Start-up Expenses and Capitalization 

 

This listing should spell out what the funds you contribute and those from outside 

will be used for.  If you are going to a bank for a loan, or to any other financing 

source, you will need to know exactly the amount you need, and what it will be used 

for.  Each expenditure must be identified, and they must all relate to an 

enhancement of the business, such as inventories, advertising, management 

information systems, rolling stock, etc.  You don’t want to leave the impression that 

you are going to recover money you have already invested, or pay yourself for time 

expended on behalf of the company.  You are off to a fresh start with a lender and 

the objective is to make the new venture profitable and meet loan commitments. 

 

 

 

 

9. Appendices  

 

should contain those documents that will add credibility to yourself, your management team, 

and consequently to the enterprise as a whole.  These items can be Resumes, Credit Reports, 

Tax Returns, Personal Financial Statements, Copies of licenses and legal documents, Letters of 

Intent from customers or suppliers, Research or back up data.  Let your judgment be your 

guide.  What you include can speak favorably  on your behalf. 

 

In closing, your plan need not be excessively long – perhaps 10 to 15 pages.  The plan is your 

company’s representative.  It can be customized for different audiences. Continue to re-write it 

as conditions change.  Make it look professional, check spelling and grammar.  Promote your 

people and their skills.  Sell your idea and the value proposition in your product or service. 

Remember that a market “niche” that sets you apart from the competition has great appeal.  

Be logical, honest, and make sure that your “numbers” are consistent throughout and that 

there are no contradictions. 

 

 

Resources and links: 

 

Subject Organization Website Comments 

 

Business 

Planning 

SCORE score.org/resources/business-

planning-financial-statements-

template-gallery 

Free downloadable 

Business Plan layout with 

descriptions for each 

segment, as well as 

templates for the financial 

plan 
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  score.org/onlineworkshops/tab-a On-line workshop with 

real-life examples 

 SBA sba.gov/tools/business-plan/1 BP outlines 

 Atlas Business 

Solutions, Inc. 

bptools.com/ Publisher of “The Ultimate 

Business Planner” Software 

$$ 

 Palo Alto 

Software, Inc. 

bplans.com/ 60 free sample plans - 

Publisher of “Business Plan 

Pro” Software (includes 

over 500 sample plans) $$ 

 JIAN jian.com/ Publisher of 

“BizPlanBuilder” Software 

$$ 

Financial 

Information 

BizStats bizstats.com Free financial data on 

common types of 

businesses, valuations 

 Bizminer bizminer.com Financial and Market Data 

for many industries $$ 

 Risk Management 

Association 

(formerly Robert 

Morris Associates) 

rmahq.org/tools-

publications/publications/annual-

statement-studies 

Publisher of Annual 

Statement Studies for 350 

different industries 

 SBA sba.gov/sizeup Comparison with Financial 

Averages in your business 

category, Industry 

Revenues in your market 

area, Competitors in your 

area, etc. 

Information 

Resources 

US Bureau of the 

Census 

census.gov Demographic information 

 County Libraries  Large on-line “referenceusa” 

database, American Business 

Disk (company information), 

Associations, Demographics, 

many other business resources 

 Econdata.Net econdata.net Guide to regional economic 

data on the Web 

 IBIS World ibisworld.com 

1800-330-3772 

access to over 700 United 

States industries $$ 

 Zipskinny zipskinny.com Demographic Data by Zipcode 

 



   

Chapter  3 1 10/1/2014 

       

Chapter 3       Government Regulations  

 
Local, State and Federal Business Requirements 

 

 Overview 

 

There are numerous federal, state and local regulations that affect every business.  Up front 

and before you do anything else, take time to research the applicable regulations and build 

your business so that it will be in compliance from Day One.  Below is a checklist of the most 

common requirements that affect small business, but it is by no means all-inclusive.  Bear in 

mind that regulations vary by industry.  If you are in the food business, you will have to deal 

with the health department.  If you use chemical solvents, you will have environmental 

compliances to meet, and so on.  Being out of compliance in any aspect of your business: 

 

� Could leave you unprotected legally 

� Might lead to expensive penalties 

� May jeopardize your business 

 

Business Formation 

One of the first decisions you have to make is the legal structure of your business.  The choice is 

influenced by the type of your business, tax considerations, state regulations, sharing of 

ownership, and your need to limit your liability as a business owner.  

 For more information please refer to Chapter 5 – Legal Aspects.   

 

Here is a list of the most common legal structures of business organizations: 

 

• Sole Proprietorship 

• General Partnership 

• Limited Partnership 

• Limited Liability Partnership – LLP 

• Limited Liability Company – LLC 

• Subchapter “S” Corporation 

• Subchapter “C” Corporation 

 

 

Business Licenses  

To operate a business you will require various types of licenses and permits from the City/ 

Town and/or the County the business is going to be located in, as well as State, Federal and 

Professional licenses.   

You can also contact your City’s Finance or Planning Department, or, if you are locating in an 

unincorporated area, your county’s Treasurer or Business License office. Most communities 

have their application forms and license fees available from their websites. 
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Fictitious Business Name 

 

If you plan to conduct your business under a fictitious name, you must file a DBA (doing 

business as) or Fictitious Name Statement with the County Clerk/Recorder in the county in 

which your business is going to be located.  A fictitious name is any business name that does 

not contain your full legal name.  Some counties require filing a DBA even if you are using your 

legal name.  The purpose of this filing is to avoid confusion with other business names and to 

let the public know who is behind a business.  The County will require that the proposed name 

be published in four consecutive issues of a newspaper in the county where your business will 

be located.  During this time anyone can challenge your right to do business under that name.  

There is a publication fee collected by the county at time of filing. If no objections are raised 

you will be notified and can use your DBA. The DBA gives you the exclusive right to use the 

name in that County.  

 

 

Building Codes, Permits & Zoning 

 

When choosing a site for your business, it is essential to check out the zoning regulations for 

that location.  For example, you may not be allowed to conduct certain types of businesses out 

of your home or engage in certain industrial activities in a retail district.  Contact the planning 

department in the town/city in which the business is going to be located. 

 

Workers Compensation & Disability Insurance 

 

You are required to carry Worker’s Compensation insurance if you have employees.  If an 

employee is injured on the job, this insurance will cover his or her medical bills and any 

potential disability compensation, for which you would otherwise be liable.  You can obtain a 

policy from many private insurance companies as well as the California Department of 

Industrial Relations – Division of Worker’s Compensation. For more information, refer to 

Chapter 8 – Risk Management. 

 

Federal Taxes – For more information, refer to Chapter 11 – Business Taxes. 

 

� Federal Income Tax 

To report the income from your business you must file once a year with the Internal 

Revenue Service an Income Tax Return. If your annual tax is estimated to be $1000 and 

up you also have to make estimated tax payments every quarter. 

 

� Federal Self-Employment Tax 

Self-employment tax (SE) is the Social Security and Medicare tax for individuals who 

work for themselves.   

 

� Employer Identification Number 
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If you have employees, you must obtain a federal Employer (Taxpayer) Identification 

Number (EIN), from the IRS.   

 

� Federal Employment Tax 

Federal law requires you, as an employer, to withhold, report, and pay over to the 

federal government certain deductions from your employees’ wages.   

You must also report, and pay as an employer, a matching contribution to Social 

Security and Medicare Tax (FICA).   

 

� Federal Unemployment Tax (FUTA) 

This tax is used to administer your state’s unemployment programs.   

 

State Taxes – For more information, refer to Chapter 11 – Business Taxes. 

 

� State Income Tax  

If your business is based in a state which has an income tax you must report the income 

from your business on the state income tax return to the appropriate state offices and 

pay the applicable tax. 

 

� State Employment Tax   

In most states, if you have employees, you have to register with the Employment 

Development Department (EDD). 

You must withhold, report and pay applicable employment taxes to the EDD, e.g. 

• State Disability Insurance  

• State Personal Income Tax 

 

You must also report and pay other employment taxes, where applicable, to the EDD, 

e.g. 

• Unemployment Insurance 

 

� State Sales Tax  

If your business is based in a state which has a sales tax you need to get a sellers permit 

from the appropriate State Board and collect the sales tax due on all taxable items. You 

must report to the state the amount of taxes due on the sales recorded (regardless of 

whether you collected them or not) and submit payments. The seller’s permit allows 

you to purchase inventory for resale from suppliers without paying sales tax.   

 

 

U.S. Citizenship and Immigration Services (USCIS)  

 

The Federal Immigration Reform and Control Act of 1986 requires that all employers determine 

the employment eligibility of new employees (citizens and non-citizens).  The law obligates an 

employer to process Employment Eligibility Verification Form I-9. The employer must keep the 

completed forms for three years after the date of hire or one year after the employee is 

terminated, whichever is later, and have it available for inspection. For details visit uscis.gov. 
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Workplace Program  

 

The Americans with Disabilities Act (ADA) is a Federal civil rights law that prohibits 

discrimination against people with disabilities.  Your business must comply with the ADA 

requirements.  Contact the U.S. Department of Justice for ADA information – 

usdoj.gov/crt/ada/adahom1.htm. 

 

 

Safety & Health Regulations  

 

All Businesses are required to comply with state and federal regulations regarding the 

protection of employees.  The Occupational Safety and Health Administration (OSHA) outlines 

specific health and safety standards adopted by the U.S. Department of Labor.  Contact OSHA 

for specifics – osha.gov. 

 

 

Hazardous Substance Compliance 

 

If your business uses hazardous substances, you must determine the local regulations and make 

certain that you comply to avoid heavy fines. 

 

 

Bar Coding  

 

Many stores require bar coding on the packaged goods they sell.  The Uniform Code Council Inc. 

(not a government agency) assigns a manufacturer’s ID code for the purposes of bar coding.  

For additional information contact the Uniform Code Council Inc. – uc-council.org. 

 

Use this schedule to record all the licenses, permits and all regulatory requirements for your 

business for the location you are planning to start in and your cost for the plan years. 

Do not include taxes covered in chapter 11. 

 

Organization Type of Cost Amounts due in 

Pre-

Startup 

Year 1 Year 2 Year 3 
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Overall Total      

 

Fictitious Business Name Filing 

 

Most state laws require that every person, partnership, corporation, or other association, who 

regularly transacts business in the State for profit under a fictitious business name, shall file a 

statement with the County Clerk. Corporate entities are required to file if the name they use is 

different from the one registered with the State.  

 

Before settling on the name for your business check with your county clerk and your secretary 

of state to make sure it is not already in use by another entity. 

 

 

County Address Contact Information 
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Chapter 4      People and Your Business 
 

Overview 

 

In almost all businesses, people (including you) will be a key factor in the success of the 

business. Not only will people do the work of organizing and operating the business, people will 

normally interface, or set up the interface, with your customers. It will be the customers and 

their level of satisfaction, which will determine the success of the business.  

 

At start-up, you may be the only person actually in your business, but you will be dealing with 

many people to get it started – Regulators, Planners, Accountants, perhaps Lawyers, and of 

course, customers. 

 

As you progress, your business may need more people. In this Chapter, we will deal with 

obtaining more good people involved in your business, in these categories: 

 

• Employees 

• Independent Contractors 

• Outside Advisors 

 

Employees 

 

Finding and keeping excellent employees is one of the most important things an owner must 

do. This involves: 

 

• Attracting qualified applicants – After specifying the qualifications, skills, and 

experience of the employee you seek, you need to attract a group of qualified 

candidates. This might include bulletin board postings, newspaper & magazine classified 

advertisements, and Internet help-wanted postings. 

• Interviewing and hiring the best candidate – It takes time and effort to screen and 

interview the qualified candidates and select the best one. Some employers use a 30- to 

90-day probationary period during which the employee can be discharged for any 

reason. After the probationary period the employee can still be terminated “at will” in 

most States, but good practices normally call for warnings and other remedial steps 

prior to termination.  

• Orienting and training the new employee – Once selected, the new employee should 

be familiarized with the company, the workplace, the employees, and the job 

expectations. This can include classroom instruction and a period of on-the-job training.  

• Selecting the optimum compensation package – This includes determination of 

whether the employee is paid on an hourly or salaried basis, the pay rate, the pay 

period, and what fringe benefits apply. Data is available from Trade Associations and on 

the Internet to give you competitive area averages. Payrolls are often outsourced to 
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banks or other payroll service providers for reliability, accuracy, and to free up the 

entrepreneur’s time and resources. 

• Maintaining good personnel practices – Writing a Personnel Manual is recommended 

to specify all the elements of good Personnel Practice, such as probationary period 

rules, work hours, overtime policy, severance pay, performance reviews, benefit 

programs, holidays, vacation policy, personal time policy, disability policy, discipline 

policy, grievance procedures, personal use of company property, safety rules, coffee 

breaks, retirement, expense reimbursement, and many other topics. Publishers such as 

Nolo Press offer self-help books, which can help you write a Personnel Manual. 

• Evaluating performance, promoting the good, and terminating the bad employees – A 

systematic procedure to evaluate work performance is important. Input from several 

persons and use of a written evaluation reduces charges of favoritism. Good evaluations 

normally result in pay increases, while bad evaluations result in verbal and written 

warnings, and terminations.  

• Complying with current employment law – All of these personnel actions should be 

done in conformance with current employment law and State and Federal Employment 

Regulations to lessen the risk of employee lawsuits. Retaining an employment lawyer 

might be helpful.  

 

Doing all these things well is difficult, if not impossible, for a small business. Some of these 

steps require the services of a trained HR specialist. So many risks exist of becoming a 

defendant in a lawsuit that knowledge of employment law is also desirable. For these reasons, 

small and newly started businesses can evaluate several other ways of employing persons: 

 

• Using a Temporary Employment Agency (Temp Agency) is one alternative. These 

companies (like ManpowerGroup, Kelly Services, etc.) do the screening, recruiting, and 

employment of qualified employees and rent them out at an hourly rate, usually billed 

weekly or monthly. The small business pays a higher hourly rate but saves the 

employment costs, and can terminate a “temp” on short notice without risk of unlawful 

activity. If the business wants to hire a “temp” permanently, a fee is paid to the Agency. 

Some companies use temp agencies as a “recruiting department”, obtaining employees, 

evaluating them for a “probationary” period, and then hiring or terminating them. 

• Using a Professional Employer Organization (PEO) is another option for a small 

business. The PEO acts like an outsourced Human Resources Department. The business 

does the screening, recruiting, and then has the PEO place the selected employee on its 

payroll at a pay rate and fringe package to be agreed on. The PEO bills the business for 

cost plus profit. This method can be used for all levels of employees, including 

management. To find a PEO, visit the website of the Trade Organization: 

www.napeo.org.  

 

Independent Contractors  

 

If the law allows, a small business can obtain its people by using Independent Contractors (IC’s). 

Using IC’s allows the business owner to avoid the time and money spent complying with labor 

laws. 
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It is important for the business owner to correctly categorize the person. If a person who has 

been providing services as an IC is later ruled to be an Employee, the business owner may be 

liable for back taxes, benefits, costs, and penalties.  

 

Several Government Agencies have an interest in determining whether a person is an employee 

or an IC, especially the IRS, EDD, US Labor Dept, and the Workers Compensation Commission. 

Although no exact laws exist, IRS has developed Common Law Rules (Refer to IRS Publ. 15-A, 

rev. January, 2005) to determine if a person is truly an IC.  

 

 

The following comparison should help you make the distinction: 

 

 

Item Employees Independent Contractors 

Behavioral Control 

1 Get detailed instructions on how to do the 

work  

Get specifications on the required 

outcome  

2 Are told when and where to work Set their own schedule and location  

3 Are provided tools and equipment and 

told what to use 

Use their own tools and equipment at 

their discretion 

4 Are told what workers to hire or assist 

with the work 

Choose their workers, hire, and fire them 

as they see fit. 

5 Are told where to purchase supplies and 

services 

Select their sources as they see fit 

6 Are told what work is to be done by a 

specific individual 

Handle their own work assignments, can 

delegate to others 

7 Are told what order or sequence to follow Set their own order or sequence 

8 Are controlled in the performance of their 

work 

Their actual outcome is controlled 

9 Are trained to perform services in a 

particular manner 

Use their own methods of training 

 

Financial Control 

10 Are generally reimbursed for their 

expenses 

Are responsible for their own expenses 

11 Are not investing in their business 

operation 

Have a significant investment in their 

business operation 

12 Have a fixed relationship with generally 

one employer 

Seek out business opportunities, 

advertise, available to work for others in 

the relevant market  

13 Are paid a regular wage for hourly, 

weekly, monthly or other time period 

Are paid a fixed amount by the job or 

contract; some professions may be paid 

by the hour (lawyers, consultants) 

14 Are not subject to profit and loss Can make a profit or loss 
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Item Employees Independent Contractors 

Type of Relationship 

15 Have agreements defining hours of work, 

duties, reporting relationships, etc. 

Have contracts defining the required 

outcome 

16 Are provided employee-type benefits, e.g. 

vacation pay, sick pay, insurance, pension 

plan 

Do not have such benefits 

17 Are hired for indefinite period of time Are retained for a specific job or period of 

time 

18 Perform key aspects of the regular 

business activity, with direction and 

control by the company 

Are retained for aspects of the business 

not performed routinely by other 

employees of the company 

 

 

Outside Advisors 

 

Other people that will influence the success of a business are the outside advisors that the 

business owner uses. These might include: 

 

• Accountants – It is important to file accurate tax and legal returns, and to have good 

accounting data monthly or quarterly on which to run the company. Depending on the 

accounting expertise of the owner, it might be wise to retain an accountant to set up 

the accounting system and prepare periodic reports, with the owner doing the day-to-

day bookkeeping. 

 

• Lawyers – To protect the business against future legal problems, it is wise to set up a 

legally correct enterprise and have a lawyer review important working forms and 

contracts. A shortcut to save cost would be to use the self-help books from publishers 

like Nolo Press, but there will be a risk that the legal framework is not as good as it can 

be when faced with a suit.  

 

• Engineers – Consulting engineers and architects may be needed to build or improve 

facilities and equipment layouts in the most efficient way possible. 

 

• Insurance Brokers – To cover the business against major risk, it is important to find a 

Business Insurance Broker. The company risk profile can be developed with the Broker, 

who then puts the proposal out to bid among several insurance companies, and 

presents the business owner with recommendations. 

 

• Sources of Funds / Bankers / Lenders – If the business needs outside capital, it is 

important to find and nurture sources of invested or loaned funds. 
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• SCORE Counselors – SCORE provides a source of expert advice from experienced 

volunteer business persons at no cost. 

 

• Consultants – There are a wide variety of consultants available in almost any area of 

expertise, including Marketing, Supply Chain, Finance, Human Resources, Purchasing, 

Organizational Development, Strategic Planning, etc. 

 

• Advisory Boards – To provide experienced advice and counsel on general business 

matters, it is often wise to recruit and establish an Advisory Board, which meets 

quarterly to evaluate and plan company operations. 

 

 

It takes time and effort to choose the persons who will become your outside advisors. Here are 

some generalizations that might be helpful in the process of choosing: 

 

• Determine which skills you need, put your requirements in writing, and review several 

candidates 

• Make sure the advisor is familiar with your industry and business, or at least with 

operating a business like yours. Look at the depth of experience. 

• After preparation, interview the candidate to see if the fit will be right 

• Obtain and check references  

• Make sure you are comfortable with the candidate 

• Discuss the fee structure. (Advisory Board Members may appreciate some recognition) 

• Once selected, keep them informed periodically and prepare for all meetings.  

• Evaluate performance quarterly and replace those who are not productive.  

 

 

 

Resources and links: 

 

Subject Organization Website/Tel. Comments 

 

HR Insperity (formerly 

Administaff) 

insperity.com/ Extensive HR Power 

Tools Library $$ 

Professional 

Employer 

Services 

National Association of 

Professional Employer 

Organizations 

napeo.org Find local PEO’s 

Job Postings Monster Worldwide, 

Inc. 

 

monster.com 

 

Job Postings, Job 

searches 

$$ for higher service 

level 

 Craig Newmark craigslist.com Job Postings ($$), 

otherwise free 
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community information 

Personnel 

Manual 

Nolo Press 

950 Parker St. 

Berkeley, CA 94710 

nolo.com 

Tel. 800-728-3555 

Self-help books, free 

information about legal 

matters of small 

businesses 

 

 

 

Your State’s EDD   

 



   

Chapter 5 1 10/1/2014 

      

Chapter 5           Legal aspects 
 

5.1 Legal Structure - Overview 

 

In choosing the legal structure you should be aware of the alternatives and their attributes.  

You should seek the simplest, least complicated, tax efficient, most direct and cheapest form 

appropriate to your goals.  While this initial process may be done by yourself with some 

research (the State has a good website and there are many books and programs available), you 

should consider using an attorney, especially for larger or more complicated enterprises. 

  

If it is a small business that you will personally run, then a Sole Proprietorship may be 

attractive.  If two or more people will own it, then a Partnership may be appropriate.  Should 

there be significant assets and potential liabilities to make the costs and trouble warranted, 

then a Limited Partnership or some Corporate form should be adopted. Advantages and 

disadvantages are summarized in the table following the explanation of these entities.  

  

 

Sole Proprietorship 

  

A sole proprietor is an individual who owns and operates a business where there is no separate 

legal entity to distinguish the proprietor from the business.  Personal cash and checking 

accounts can be common (but should be kept separate). The Federal Form 1040, Schedule C 

will take care of your tax reporting. Aside from printing a business card and some government 

registrations, such as a possible Business Name, and getting a sales tax number - if you are 

going to sell taxable items - you are in business.  Importantly, however, your business creditors 

can reach all your personal assets if their legal claims are not otherwise satisfied.   

    

 

 General Partnership 

  

 Where two or more people get together to operate a business for a profit they are a 

partnership (unless they create an entity as discussed below).  A formal partnership agreement 

should be prepared to make clear what the arrangement consists of, basically to settle matters 

between the partners.  A separate bank account would normally be necessary and the 

partnership can sign leases and other contracts in its name.  People who interact with your 

business need not know what the arrangement is and are basically not bound by it.  They are 

entitled to assume that each of the general partners granted the others full power to bind the 

business by his or her actions and accordingly can assert business claims against each partner to 

the extent of all the assets.  This broad exposure to potential liability may be the biggest reason 

to avoid a general partnership.  All the profits and losses are reflected in a partnership income 

tax return, but the partnership pays no taxes itself: instead its results are picked up by each 

partner on IRS Form 1040 according to the partnership agreement. 
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Limited Partnership 

  

If some partners do not want to expose all their personal assets to the business risks and a 

centralized management is desired, a Limited Partnership should be considered.  The 

partnership agreement must be registered with the State to put others on notice that this 

entity has limitations on the powers and liabilities of the partners as specified.  There must be 

at least one General Partner who has the most power and who remains at risk for all his or her 

personal assets.  But the limited partners only risk the assets they invest in the business.  

Outsiders cannot execute judgments against the partnership and touch their personal property. 

  

  

Subchapter “C” Corporation 

  

 A corporate entity can be created under state laws; it can operate a business apart from 

the owners.  It can raise money from shareholders and lenders without subjecting them to 

business risks beyond what they choose to invest in the business.  The Directors and Officers 

run the business.  Its earnings are its own; it pays income taxes on the earnings and preserves 

tax losses for use against income in future years.  It can choose to pay a dividend to the 

shareholders, who may then be subject to personal income tax on that income. Incorporations 

are handled by the Secretary of State’s office. 

 

 Subchapter “S” Corporation 

  

Where the advantages of a Subchapter C Corporation are needed but the separate taxable 

entity consequences are undesirable, a Subchapter S election can be filed with the IRS to have 

the shareholders agree to be taxed directly on the profits instead of the corporation.  A tax 

return is prepared but all losses or profits are “distributed” to the shareholders according to 

their relative interests. 

  

 Limited Liability Company (LLC) 

  

This may be the preferred choice for a smaller or new enterprise where a shield from personal 

liability is desired but the tax disadvantages and complications of corporations are to be 

avoided.  If there is more than one “member” an operating agreement should be executed to 

define the relationship in order to avoid the default provisions that may be otherwise 

applicable. 

 

 

Limited Liability Partnership (LLP)  

 

This is the type of partnership, recognized in a majority of states, which protects a partner from 

personal liability for negligent acts committed by other partners or by employees not under his 

or her direct control. Many states restrict this type partnership to professionals, such as 

lawyers, accountants, architects and healthcare providers. 

  



   

Chapter 5 3 10/1/2014 

 

Entity Advantages Disadvantages 

 

Sole Proprietorship Easy to establish 

All profits retained by owner 

Low start-up costs 

Tax efficiency 

Easy to terminate 

Unlimited liability 

Difficult to raise capital 

Limited continuity dependent on 

owner’s health 

General Partnership Easy to establish 

Larger pool of expertise and 

funds 

Tax efficiency 

Unlimited liability for all general 

partners 

Divided authority 

Difficult to dispose of ownership 

Limited life 

Limited Partnership Easier to establish than 

Corporation 

Can raise funds easier from 

partners 

Tax efficiency 

 

General partner’s assets exposed 

Difficult ownership transferability 

Limited life 

 

Subchapter “C” 

Corporation 

Limited Liability 

Often easier to raise capital 

Transferable Ownership 

Unlimited life 

 

Greater government regulation 

More record keeping and filings 

More organizational expense 

Double taxation of profits 

No flow-through of losses to 

shareholders 

Subchapter “S” 

Corporation 

Limited Liability 

Avoids double taxation 

Losses are available to 

shareholders 

Greater government regulation 

More record keeping and filings 

Some restrictions (Number of 

Shareholders, US residency, other 

ownership restrictions) 

Some taxable fringe benefits 

Limited Liability 

Company (LLC) 

Limited Liability 

Tax flow-through 

Less start up costs  

Less formal 

No restrictions on 

membership 

Ownership transfer more difficult 

Each state may have own style 

 

Limited Liability 

Partnership 

Limited Liability, also for 

negligent acts of partners or 

employees 

Tax flow-through 

 

Restricted to Professionals 

(lawyers, accountants, architects 

in CA – check with Secretary of 

State for other States 

limitations). 
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Nonprofit Corporation 

  

Where the purpose of the activity is to operate for the benefit of the public good, and not to 

make a profit to be distributed to shareholders, a nonprofit corporation is probably the best 

form.  This field is heavily regulated by the State as well as the Internal Revenue Service and 

nonprofits are somewhat difficult to establish.   

 

 

5.2 Copyright 

 

If you have an original work of authorship including literary dramatic, musical, artistic, and 

certain other intellectual works, you can register it with The U.S. Copyright Office.  You can then 

assert in court your exclusive rights to the material against the unauthorized use by others. 

  

For general information contact the U.S. Copyright Office - www.copyright.gov. 

 

 

6.3 Trademark 

 

The U.S. Patent and Trademark Office defines it as follows: 

“A trademark is a word, name symbol or device that is used in trade with goods to indicate the 

source of the goods and to distinguish them from the goods of others.  A service mark is the 

same as a trademark except that it identifies and distinguishes the source of a service rather 

than a product.  

 

To register a trademark contact the U.S. Patent and Trademark Office – www.uspto.gov. 

 

 

6.4 Patent 

 

If you have a new and unique idea for a product or process you may want to consider getting it 

patented.   

A patent for an invention is the grant of property right to the inventor, issued by the United 

States Patent and Trademark Office.  Generally the term of a new patent is 20 years from the 

date on which the application for the patent was filed in the United States, or in special cases, 

from the date an earlier application was filed.  To obtain similar rights elsewhere you would 

have to file in foreign jurisdictions. While it may be attractive to get a patent you should realize 

it is usually a drawn out and expensive process.  Further the rights you own are only as valuable 

as your willingness and ability to fund an infringement lawsuit.  Yet, in addition to marketing 

benefits, having a patent may make your business more valuable to banks and possible 

acquirers. 

  

For a patent, contact the U.S. Patent and Trademark Office – uspto.gov. 
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Resources and links: 

 

Organization Website Comments 

 

Your local Bar 

Association 

 Referral to Lawyers with specific 

expertise 

FindLaw findlaw.com Legal information, free lawyer 

profiles, Legal Forms  $$ 

The Advice Company freeadvice.com Find an attorney, post your case, ask 

a question, get legal forms and 

documents ($$) 

NOLO Press 

950 Parker St. 

Berkeley, CA 94710 

nolo.com 

Tel. 1-800-728-3555 

Free information about legal matters 

of small businesses, Self-help books 

Your State’s Secretary 

of State (or appl. 

Dept.) 

 Registering a separate legal entity, 

Filing requirements, name 

availability, status requests, copies, 

certificates 

The Company Corp. corporate.com Forms new corporations, LLC’s, 

serves as registered agent , offers 

corporate kits  $$  

MyCorporation mycorporation.com On-line incorporations, LLC’s, 

Trademark searches   $$ 
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Chapter 6        Marketing and Advertising  

 
Overview 

 

Marketing is the act of taking a product or service from the idea phase to the marketplace. 

Although closely related, marketing and advertising are really two distinct activities. A 

marketing plan needs to be devised first. Think of marketing as an overall strategy for 

promoting your product or service. Second, consider advertising plus other forms of promotion 

as the tactics you use to carry out your strategy. An advertising program plus these other 

promotional elements can then be put into place using the marketing plan template.  

 

In this chapter we will lay out for you the four “P’s” of marketing, the essential elements in the 

process of developing an effective marketing strategy. We will provide you with a sample 

marketing calendar that indicates how you might proceed in a typical business cycle. You will 

see a “marketing mix” containing not only an advertising program but also such things as free 

publicity through sponsorship of local events, public relations efforts such as personalized 

holiday cards, the utilization of promotional materials, participation in trade shows, attending 

chamber of commerce and other networking events, etc. 

 

We have provided for you a form to use in developing a marketing calendar for your business. 

In addition to responding to your business’ cycle, a marketing calendar will assist you in 

preparation of your marketing budget and provide a visual aide in determining a sustained 

presence. 

 

We provide some guidance for helping you to determine the pricing of your products and 

services. We provide some discussion of determining the location of your business. We provide 

some special considerations for home businesses and small office businesses. We conclude the 

chapter by providing a glossary of marketing terms. 

 

But your work is just beginning. Before establishing your marketing plan you will have to do the 

proper market research to determine your customers and their buying habits so that you will 

be able to target your market. You will have to do a competitive analysis to determine your 

market niche and ensure that the pricing of your product or service is competitive. Finally, you 

will have to develop a marking and advertising plan for reaching your segment of the market. 

 

One last piece of wisdom for you to consider: Customers are your business. They are your most 

important asset and should be guarded jealously. It is customer service that will separate your 

business from your competition. 
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FOUR “P’s” OF MARKETING 

 

In the process of taking a product or service from the idea phase to the marketplace you will 

find that effective marketing encompasses four elements: the Product (or Service), Price, Place, 

and Promotion. These are the four “P’s” of marketing and the successful mix of these 

components will result in profitable sales to the business by providing your customer/client 

base with products or services they need or desire at a price they are willing to pay. 

 

 

Product/Service During the market research process you will describe your product or 

service, determine who the potential customers are and what they want 

or need and you will examine the competition for their strengths and 

weaknesses. To say this in another way, you are describing the customer 

in terms of demographic or psychographic (lifestyle/buying habits) 

characteristics and you are describing your product/service in terms of 

the benefits offered. You will be deciding whether to exploit the 

weaknesses of your competition or to battle with their strengths. 

 

Price The proper price needs to cover the cost of doing business and to provide 

a profit. It may not, however, exceed what the consumer is willing to pay. 

 

Place This has to do with making the product or service conveniently accessible 

to the customer whether this be in a brick and mortar building, over the 

internet, through the mail, at the customer’s residence or place of 

business or wherever. 

 

Promotion This is the mechanism by which you communicate your product or 

service benefits to your potential customers. The means you use…media 

advertising, direct mail, email, newsletters, networking and so forth…will 

be dependent upon where your customers are located as determined in 

your research on demographic and/or psychographic characteristics. 

 

 

 

Marketing Summary 

 

� Focus on the customer 

� Research your market and competitors 

� Identify/evaluate your niche. 

� Develop a marketing plan, marketing budget, and calendar 
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PRODUCT (OR SERVICE) 

 

In this section you will answer questions regarding your concept, who your customer is and 

what your competition has to offer, or doesn’t have to offer. You will determine where you 

wish to position yourself in the market, decide what your market niche is. 

 

• Describe your product or service – This is more than simply listing the products or 

services you have to offer. Think in terms of the benefits you are selling. These might 

range from saving time, money or energy to personal enhancements such as 

appearance improvement or finding love and romance. Example: Answer the question 

“What does Starbucks sell?” Did you reply “coffee?” Most people do. But the real 

answer is a special and focused ambience of a front porch atmosphere, a neighborhood 

hangout.  

 

• Describe your customer – You can do this by defining your customer in terms of 

his/her demographic characteristics such as age, gender, income, ethnicity, family size, 

profession, and geographic location. Or, you might take a psychographic or lifestyle 

approach. In other words, what are the common characteristics of your potential 

customers? Are they all accountants? Or do they all surfboard? Or are they all students? 

You might even combine demographics and psychographics to describe your customer.  

 

• Describe your competition – Here you are looking for both the strengths and the 

weaknesses of your competitors. You need to know both. Look at location, website, 

pricing, quality and value, services provided and so forth. 

 

• Answer the question: What makes me so unique customers/clients will shop with 

me instead of my competitors? – At this point you will have also developed a list of 

benefits that will form the basis of any promotional activity you engage in. 

 

 

PRICING YOUR PRODUCT OR SERVICE 

 

One important decision you must make in the operation of your business is the determination 

of the price you set for your product or service. You will want your price to cover all the 

expenses of the business and provide a profit. However, the price you select may not exceed 

what the customer is willing to pay, i.e., what the market will bear. Examine carefully the 

benefits you are offering. Each has a value that you may be able to factor into your pricing.  

 

Pricing a Product 

Consider all the expenses your price must include: 

 

• Cost of Goods to be Sold – Purchase price (including shipping/handling costs) or cost 

of   manufacturing (materials + labor + mfg. overhead). 
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• Other Direct (variable) Expenses – These are expenses directly related to your 

product or service. They generally occur only if something is sold. These are expenses 

such as freight and delivery expenses, production salaries, commissions, etc.  

• Indirect (fixed) Expenses – These are expenses that occur whether something is sold 

or not. They are generally viewed as normal overhead. (Licenses and permits, office 

supplies, rent, utilities, phone, etc.) 

 

• Other Expenses – These are expenses such as interest on loans, and taxes. 

 

REMINDER: The selling price of your product or service is determined by what the market will 

bear. If you must reduce your selling price to meet the competition you have several options 

for doing so: 

(1) Increase the number of units to be produced per year to lower the cost per unit 

(2) Decrease the cost of labor per unit by increasing efficiency and productivity 

(3) Decrease the cost of materials per unit by purchasing in bulk 

(4) Lower fixed expenses by systematically reviewing each expense category and/or 

(5) Decrease desired annual profit 

 

Pricing a Service 

Remember, whatever method you choose to develop a price to charge for your service, the 

same restraints described above apply. That is, your price will be limited by what the market 

will bear. Here are three ways you might consider when determining how to price your service: 

 

(1) If you are performing what might be a staff job in a corporate setting first determine 

what the hourly pay such an individual would command. Try researching this in a 

good business library. Multiply the rate by three to cover all costs and to provide a 

profit (after paying yourself the salary) of at least 20%. Validate the price by 

researching the charges your competitors make. 

 

(2) As a service provider it is common to be able to bill only 50-75% of your time. The 

rest of your time is spent on administrative matters such as marketing, billing and 

record keeping. Thus, you will want to determine your billable hours for the year. 

You will then want to determine your annual overhead that you will divide by your 

billable hours to determine your hourly costs. Now add 

 

 the hourly overhead  

+ your hourly pay  

+ the profit you intend to make  

 

to determine the hourly rate you will charge your customers. Again, validate this 

rate against the rates charged by your competitors. 
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(3) Many times you will need to bid a job in total. Still, this bid should be based on your 

hourly rate. You will need to project the number of hours needed to complete the 

job and to multiply them by your hourly rate. In the beginning you are certain to 

make errors in your projections and they will usually not be in your favor. Thus it is 

important that you keep detailed records of the actual time (and expenses) you 

spend on any given job. This will aid you in making more realistic job bids in the 

future.  

 

How you collect your fees is another issue. If you are contracting to do a project you might 

collect 30-50% of your fee up front and/or you might develop a payment schedule with your 

client. Formalize your agreement with a Letter of Agreement or other contract arrangement. 

 

Pricing Summary: 

 

� If the cost of conducting your business makes it feasible to sell a reasonable 

number of units of your product or service at a selling price that the market 

will bear and results in an acceptable profit, the price is reasonable.  

� If the price will not yield the desired profit, you will have to return to the 

“drawing board.”  

� If you cannot raise the price your options are to increase your revenues 

(volume), reduce your costs, be willing to accept a smaller profit, or give up 

or postpone starting the business. 

 

 

CHOOSING A LOCATION 

 

Basically there are three types of locations where one might locate a business. They are traffic 

locations, destination locations and virtual locations.  

 

A traffic location is for businesses that rely primarily on foot traffic to supply their flow of 

customers. Both traffic count and the customer quality as measured by the 

demographics/psychographics are important considerations. Generally speaking, operations 

such as women’s, children’s and men’s clothing, shoe stores and similar types of businesses are 

located in these types of locations. 

 

A destination location is for businesses that rely primarily on their own unique draw to supply 

their flow of customers. One usually finds service businesses in these sorts of locations. 

Examples of such businesses might be banks, shoe repair, restaurants, dry cleaners, video 

rental, attorney, dentist, manufacturing operations and similar. 

 

A virtual location might apply to an Internet based business or even a home based business. 

There are many web hosting services where one’s website may reside. Some services, such as 
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eBay, Amazon, Overstock.com, MSN and others will provide space for item selling, auction 

formats, credit card processing, search engine help and other services to aid a start-up. 

 

You need to weigh the various factors in order to determining the best location for you. Here 

are some factors to consider: 

 

� With respect to your image, how will your target market perceive the location? 

� Is the location in close proximity to other businesses with complementary services 

that will also allow you to attract their customers (i.e., a shoe store located near a 

dress store; an attorney service located in a building with other professional 

services)? 

� If walk-in traffic is important to your business, does your location attract such 

customers as in a strip center or shopping mall? 

� Where are your competitors located and why? 

� Is zoning compatible with your business? 

� Does the location afford easy access/close proximity to your distribution and 

receiving channels? 

� Is there ample parking for your customers? 

� Observe the vehicular and pedestrian traffic at various hours of the day to see if they 

are compatible with the days and hours of your business. 

� What is the trade-off of rent vs. advertising costs? Low rent and high advertising 

costs tend to go together. 

� Is the place safe, well lighted and clean? 

� Have an expert review your lease before you sign it. 

� See if information on the primary location characteristics can be obtained from a 

trade association. 

� Consult with a counselor with experience in your business or a closely related 

business. 

 

Do choose from a variety of locations and take the time to assess the advantages and 

disadvantages of each. 

 

It is always wise before settling on a location to consult with experts knowledgeable about your 

market as well as a commercial property expert and obtain their input on your choices. These 

experts might be realtors, attorneys, accountants, vendors, and SCORE counselors.  

 

Location Choice Summary: 

 

� Determine the type of location that would be most suitable for your 

business.  

� Review each location under consideration with respect to the various 

determining factors.  

� Gain input from experts before making your decision. 
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PROMOTION 

 

You will notice there is an orderly progression to the marketing process. You began by 

describing your product/service in terms of the benefits. You described the customer that fit 

the profile you felt would be the target of your promotional program. This was followed up 

with a detailed look at your competition. Finally, you stated why your customer would shop 

with you and not your competition. The last step, then, is to determine what means you will 

you will use to promote your business. 

 

Now you must choose the promotional means that will specifically target your customer while 

remaining within your promotional budget. Some notes on budgeting: 

  

� Consider this an investment rather than an expense  

� Be consistent with your advertising   

� Have patience in order to give the advertising a chance to work  

 

Rather than list all the means of promotion and advertising there are and all their various 

iterations, we’ll just broadly note some them: 

 

• Print and broadcast media 

• Direct Mail – Newsletters, coupons 

• Electronic delivery   

o Email  

o Website 

o Social Media 

 • Brochures, business cards, stationery, logo 

 • Signs – Window, vehicle, display, store front 

 • Direct Sales 

 • Publicity, public relations 

 

 

 

Email Marketing 

 

Email marketing is a means by which you the business can distribute to your customers useful 

information on a regular basis. The information can be dispersed at any time the business 

wishes. Messages can take the form of single announcements to scheduled tips to newsletters. 

It is important that the customers to whom these missives are sent have ”opted in” or agreed 

to receive the email or they may be deemed as spam. Spam is a punishable by law offense.  

 

These emails may be sent using a personal mail program and a contact list or they may be 

distributed by an email marketing company. Such a company facilitates the sending of 

messages by providing 
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• templates,  

• contact list maintenance and  

• automatic scheduling.  

 

The cost is very low. There are many companies out there that serve this function.  Put “email 

marketing” into a search engine box to find one that is appropriate for you. 

 

 

Website  

  

The means of developing and delivering promotion via a website are somewhat more 

challenging than the use of other more traditional means of promotion. We advise you seek 

professional help in this area. Whether you proceed on your own or seek advice you should 

know there are seven steps to e-Commerce: 

1) Obtain a domain name for your website and register it. 

2) Find a Web hosting provider with e-Commerce services such as an email account 

and tracking analytics.   

3) Build your website using website software or hire a designer. Understand that a 

website builder may not be able to design the graphics you wish to show. Even if you 

do not build your own site you should probably learn to maintain it yourself. 

4) Install and configure the commerce engine (i.e., e-Commerce services such as an 

email account and shopping cart). 

5) Setup a merchant account for payment. 

6) Obtain a security certificate. (SSL or Secure Sockets Layer encrypts and protects data 

sent over the Internet). 

7) Promote your site.       

 

Websites are generally of two types or a combination thereof.  

 

Informational sites support other forms of promotion. They tell where the business is located 

and how to make contact. The small business person can use a website to build credibility in 

the business and in the owner. This aids in making customers feel comfortable in dealing with 

what otherwise might seem to be a risky transaction with an unknown company. The site can 

also serve as a collector of contact information that can be used to inform those who sign on 

news of future events, new products, contests, monthly tips, general newsletters and more.  

 

Selling sites are like information sites with the added feature of having pages that display 

products for sale and have a means through a shopping cart to sell those items. 
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Social Media 

 

Social Media is a broad based term that generally refers to Internet based social activities. 

These activities allow people to interact with one another or to simply deliver a message. We 

usually think of Facebook and Google+ applications as the basis for social media. However, 

social media also takes many other forms.  

 

• Twitter is a site that allows one to send out short messages referred to as a microblog. 

• YouTube and many similar applications are content rich and deliver their messages 

through video presentations.  

• LinkedIn is an application that allows one to post one’s professional qualifications. 

• A blog (web log) allows one to post information and opinion.  

 

All of these and many other applications allow one to follow individuals or groups and receive 

their information as they post their messages. In some, groups can be formed to discuss, add to 

or debate certain topics of interest. Newer forms of social communication, such as the ability to 

post photos on Instagram and Pinterest, help create interest in your business. To get started 

you can go to sites like socialquickstarter.com/ 

 

Most all of these media can be used to promote products or services. But much care must be 

taken when doing so. Remember that social media is basically a means for conversing with one 

another, not for selling. Readers will turn you off if your messages mostly try to sell them 

something. 

 

How then, does one “promote” using social media? A preferred method is to engage the reader 

in some manner. That is, devise ways that cause the reader to interact with you. Provide 

interesting content that keeps the reader coming back for more and or causes the reader to 

respond. Ask for input or ask other questions that solicit a response. Put on a contest. Support a 

charity. Be creative. 

 

Promotion Summary: 

 

� Deciding how to promote your business is a process.  

� The process includes going through the four “P’s.”  

� Selecting the proper mix of promotional means requires matching each type 

of promotion to the specific customer target you’ve identified and doing this 

within budget.  

� Dedicate a fixed time each week to marketing your business (no matter how 

busy you are!)       
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Search Engine Optimization (SEO) Techniques 

 

There are three relatively simple actions you can take to improve the visibility of your website 

in a search or the Internet. 

 

1. Title and Description Tags 

 

When a webpage is designed, whether you do it using a template or whether you use a website 

designer, you or the designer will give a title to each page and you will also describe each page. 

These tags are located under the hood, so to speak. They aren’t visible to the person who lands 

on the site but rather they are visible to the search engines. They are the key words that tie a 

search for a website to your website. 

 

To see what title and description tags your designer used: Type into a Google (or any search 

engine box) site:yourdomainname.com. What will come back is a list of all the pages the search 

engine has indexed and can find. Each page will show the title of the page and a description of 

what is on that page. 

 

A title tag can have up to 100 characters of which 65 will be visible using the site search as 

described above. Tips: 

• Put a key phrase at the beginning 

• Put key words together 

• Use your business name, if you must, only on the Home page and the Contact page. This 

latter advice is important because the 100 characters are valuable and it is not likely a 

person wanting your product or service will know your name. A person searches for 

such things as a specific product or service they need.  

  

Make your tags compelling! 

• Make the tags “you” focused 

• Use action words 

• Use benefits, not features (people buy benefits along with your promises) 

• Use abbreviations when you can. This will save space. Test them, of course. 

• Include your phone number but not your business name…waste of space. 

 

A description tag can have up to 250 characters of which 165 will be visible. The same tips 

apply as above.  

 

To help you find the right key words Google has some free tools. At the top of the site search 

page you will see “Try Google Webmaster Tool.”  
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2.  Free Listings  

 

All search engines allow you to claim or own your business name for their site. Doing so will 

help in a search as it puts your business in front of those who didn’t bother to list. 

 

A helpful free tool for doing your listings is found at www.getlisted.org. Here you will type in 

your business name (or sometimes your website) and your zip code. What you will get back are 

notifications of where you are currently listed (if at all). You will also see either a link that says 

“I don’t see my business” or you will see links to the sites where you are not currently listed.  

 

3. Blogs 

 

Search engines love blogs and index their content almost immediately whereas when a new 

page is put up the engines may not index it for days or even weeks. Why is this? Blogs have new 

and interesting content. If you tie the blog to your site, key words you may never even have 

imagined will turn up in a search for your site. 

 

One last suggestion: You can use the site search technique and the getlisted technique to look 

at the websites of your competitors. 

  

 

HOME OFFICE AND SMALL OFFICE MARKETING CONSIDERATIONS 

 

The marketplace is very competitive. Due to the small size of some home office and small office 

based businesses the budget monies available for marketing may be insufficient for the 

marketing task at hand. Here are some money saving ideas these businesses might employ: 

 

� Do It Yourself Marketing: Bring design and printing in-house. Use desktop 

publishing products to achieve professional quality marketing materials. 

 

� Consider Newsletters: These selling tools can also be done in-house with 

desktop publishing products. Combine useful information with “stories” about 

your company’s pursuits and successes. Position yourself as a leader in your 

business category. 

 

� Online Networking: Participate in online chats in order to gather ideas and 

expand contacts. 

 

� The Database: Good marketing, target marketing, is rooted in an up-to-date and 

active database. It allows for segmenting your market and creating a separate 

focus for each segment. Store all the means of communication: email, 
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telephone, mailing address, pager/voice mail, fax. Use all these methods of 

communication. 

 

� Use the Database: Be human. Phone your customers. Mail and/or email 

newsletters. Page and leave voice mail communications to specific 

customers/clients. 

  

� Establish a Website: Post useful information. Collect names and addresses for 

your database. Integrate the site into your total marketing program. Keep the 

site up to date; avoid boredom. 

 

� Consider Surroundings: Rent space for meetings or presentations when your 

home or small office is not of the image you wish to put forth. 

 

� Never Stop Learning: Don’t work in a vacuum. Take classes from schools and 

universities, from organizations such as SCORE, view television courses, read 

information at links provided by SCORE and others. 

 

 

GLOSSARY OF MARKETING TERMS 

 

Advertising Any paid form of information provided to consumers by your 

company 

Demographics The compilation and study of statistics gathered on consumers 

related to factors such as age, sex, income level, family size, 

profession, education, geographic location, etc. See also 

Psychographics. 

Marketing This is the act of taking a product or service from the idea phase to 

the marketplace. It is also a process for achieving this objective. This 

process includes describing the elements of price, place and 

promotion plus a description of your business in terms of the 

benefits offered 

Marketing Segment A subgroup of your Target Market. Each segment can be categorized 

or identified by one of several characteristics such as household 

income, anticipated frequency of use and so forth 

Personal Selling Involves direct face-to-face communication between you and your 

potential customers/clients 

Promotion The process of communicating to your target market about your 

offerings in order to influence them to buy your product/service 
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Psychographics Like demographics, this is a method for categorizing customers. This 

method examines consumer lifestyles, attitudes and preferences 

often also known as activities, interests and opinions. Combined 

with demographics, the consumer psychographics aids us in 

obtaining a better understanding of our target market’s needs and 

buying behavior. See also Demographics. 
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Public Relations This has to do with the shaping of the attitudes of your customers or 

clients about your business. This is often accomplished through 

stories in the local media, publication of a newsletter, participating 

in chamber of commerce events, membership in service 

organization, etc. 

Publicity Information provided to the public about you and your company, 

usually by local media, at no cost to you 

Strategic Market 

Planning 

The planning process that yields decisions in how a business unit can 

best compete in the markets it elects to serve. The strategic plan is 

based upon the totality of the marketing process 

Target Market The group of people whose needs you have identified and for whom 

you will develop and deliver a product or service 
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JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC
Pick up 

letter head 

and 

business 

cards     

$600

Order 

Promo 

Magnets  

$150

Journal Ad 

$125; 

Chamber 

Mixer     

$10

Direct Mail 

(Zip Code 

12345)   

$150

Times Ad 

(Reg)    

$75; 

Chamber 

Mixer    

$10

Times Ad 

(Reg)   

$75; 

Journal Ad 

$125

Times Ad 

(Reg)    

$75; 

Chamber 

Mixer       

$10

Times Ad 

(Reg)    

$75; 

Chamber 

Mixer       

$10

Times Ad 

(Reg)    

$75; 

Journal Ad 

$25     

Times Ad 

(Reg)    

$75

Chamber 

Mixer      

$10

Sunday 

Times Ad 

(Sale)   

$375

Grand 

Opening 

Press 

Releases; 

30% sale 

coupons  

$400

Sunday 

Times Ad 

(Sale)    

$75

Attend 

Industry 

Trade 

Show $300

Business 

Expo Booth               

$900 and 

Ad $200

PBS half 

year 

auction  

$200

Direct Mail 

(Zip Code 

34567)   

$150

Renew 

Yellow 

Pages Ad  

$350

Direct Mail 

(Zip Code 

67891)    

$150

PBS half 

year 

auction    

$200

Holiday 

Party for 

clients    

$600

Networking 

Group     

$25

Sunday 

Times Ad 

(Sale)  

$75; 

Networking 

Group     

$25

Networking 

Group     

$25

Networking 

Group    

$25

Networking 

Group     

$25

Networking 

Group     

$25

(Order 

Holiday 

Cards)  

$125; 

Networking 

Group     

$25

Networking 

Group     

$25

Networking 

Group     

$25

Networking 

Group     

$25

Sunday 

Times Ad 

(Sale)     

$75

Networking 

Group     

$25

GRAND 

OPENING 

CEREMONY

Chamber 

Meeting

Newsletter 

$200;   

Chamber 

Meeting

Chamber 

Meeting

Chamber 

Meeting

Newsletter 

$200; 

Chamber 

Meeting

Chamber 

Meeting

Chamber 

Meeting

Newsletter   

$200; 

Chamber 

Meeting

Mail 

Holiday 

Cards     

$150

Renew 

Bulk Mail 

Permit 

$100

Monthly Marketing Expenses

$1,025 $325 $460 $1,475 $310 $225 $585 $460 $125 $450 $435 $1,100

Total Annual Marketing Expenses: $6,975

SAMPLE MARKETING CALENDAR
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JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC

Monthly Marketing Expenses

Total Annual Marketing Expenses:

BLANK MARKETING CALENDAR  Assignment: Develop your Marketing Budget & Calendar
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Chapter 7           Financing Basics 
 

Overview 

 

Most businesses require outside financing. The time required to do the paperwork and the risks 

associated with securing financing often is a “nail biting” experience for the uninformed and 

unprepared entrepreneur. Having a well prepared business plan with a 3-year cash flow 

forecast to support your request for financing is important; so is understanding the financing 

options available to you and matching the financing you seek to the needs of your business. 

 

This chapter provides you with an overview of the types of business financing and discusses the 

advantages and disadvantages of each. We also discuss how lenders evaluate requests for 

business loans as well as how to apply for a loan. And we discuss the importance of building a 

relationship with your lender as well as your vendors from the start. 

 

The most often used source of small business financing are U.S. Small Business Administration 

(SBA) guaranteed loans. The SBA is an independent federal agency created by Congress in 1953 

to assist, counsel and provide financial and technical assistance to small businesses. The SBA 

offers a variety of services – including free counseling, management training and publications. 

The programs most utilized are its financing programs, designed to meet the needs of most 

businesses.  SBA loans range from micro-loans of $50,000 or less all the way to a maximum (7a) 

guaranty loan of $5,000,000. The SBA offers these programs through participating lenders 

(banks or other intermediaries); it does not make direct loans nor does it offer grants for 

financing a business. A detailed description, as well as who to contact, follows.  

  

 

Financing Options 

 

Your cash flow forecast will indicate how much money you (the owner) will contribute and how 

much outside funding is needed. Most lenders or investors expect you to contribute (“put at 

risk”) at least 25% of the needed capital. Your first step is to decide whether you wish to keep 

full ownership and seek a loan (debt financing or borrowing) or whether you are willing to share 

ownership and will seek money from investors (equity financing). The following table illustrates 

the consequences: 

 

Type of Financing Advantages Disadvantages 

 

Equity Financing – 

 

using personal savings • Keeping  full ownership 

of business 

• Keeping all profits 

• Motivation to succeed 

• Risk of loss 

• Loss of return from 

savings 
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Type of Financing Advantages Disadvantages 

   

from family and friends • Easier access to cash 

• Less pressure and 

restrictions 

• Simpler arrangements 

and documentation 

• Risk of jeopardizing 

personal relationships 

• Risk of unwanted 

mingling in 

   

from forming a partnership • Sharing financial risks 

• Complementing skill 

set of principal 

• Potential for bringing 

in more funds 

• Giving up part of 

ownership 

• Giving up part of profits 

   

from forming a corporation • Access to larger source 

of cash 

• Sharing financial risks 

• Reducing legal liability 

 

• Giving up part of 

ownership 

• Giving up part of profits 

• Stricter rules on 

governance 

Note: Angel Investors are generally wealthy individuals who invest sometimes from as low as 

$50,000, but more typically in the $250,000 range and up. Venture Capitalists typically start 

investing from $5,000,000 – up and tend to seek some management control. Raising funds 

through public offerings is governed by Security Laws; visit http://www.sec.gov/ for details. 

 

Debt Financing –  

 

all forms of borrowing • Keeping ownership 

• Relatively quick to 

obtain 

• Interest & Loan fees 

are tax deductible 

• Future inflation allows 

repayment in 

“cheaper” dollars 

• May save money vis-à-

vis dividend payments 

to  investors 

• Meeting monthly 

interest and repayment 

obligations 

• Disclosing financial and 

other confidential 

information 

• Lender may impose 

restrictions 

 

 

 

Commercial Banks conventional lending programs tend to be limited to businesses with a 

minimum 3-year history of positive cash flow. For loans to start-ups you need to  

� seek out a bank which carries the SBA loan program,  

� a Credit Union or, if your circumstances allow, go for  

� a home equity loan . 
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Use of Funds 

 

Once you have decided to seek an SBA loan you need to determine what the funds will be used 

for: 

 

� Start-Up or Growth Capital   is used to cover start-up or expansion plans and will be 

repaid from profits (usually within 7 years). You will be expected to show how the 

money will be used to increase profits sufficiently enough to enable you to repay the 

loan in the specified time frame. 

� Working Capital is used to meet fluctuating or seasonal needs of the business and will 

be repaid during the next full (and positive cash flow generating) operating cycle, 

generally one year. Some businesses may establish an Open Line of Credit with the 

lender. 

� Major Asset (Land and Buildings) Acquisition Capital is used to finance the purchase or 

improvement of such assets by growing businesses, and has repayment periods of up to 

25 years. 

 

 

Application for Funds 

 

Next you need to determine whether you qualify as a Small Business. Visit www.sba.gov, click 

on Resources and Size Standards, to find out which size standard applies to your type of 

business. It helps if you know the North American Industry Classification System (NAICS) code 

of your product or service, but there is a search tool if you don’t. Non-Profit Organizations are 

not eligible. 

 

Then you need to choose the appropriate SBA loan program for the intended use: 

 

 
Program Loan 

Maximum 

Max. 

Term/ 

Years 

Interest  

Rate 

Fees 

(approx.) 

Collat

eral 

Requi

red 

Comments 

Start-Up or Growth Capital,  Working Capital 

Micro loan $ 50,000 7 Intermedia

ry cost 

 +8.5 % 

2 – 3.5% No available from Intermediaries 

i.e. OBDC, Oakland, CA 

Basic 7(a) $5,000,000 10 P+2.25 – 

4.25%*  

2 – 3.5% Yes available from participating 

banks**  

Primary Program, flexible 

Express $350,000 5 – 7 Up to 

P+6.5%* 

2 – 3% Yes available from participating 

banks** 

Fast turn-around 

SBA Veterans 

Advantage 

$350,000 7 Up to 

P+6.5%* 

No-fee 

guarantee 

Yes Lender approves loan, fast 

turnaround 

CAP Lines 

Export Wrk 

Capital Req. 

$5,000,000 10 P+2.25 – 

4.25%*  

2 – 3.5% Yes Funds short term working capital 

requirements 
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Program Loan 

Maximum 

Max. 

Term/ 

Years 

Interest  

Rate 

Fees 

(approx.) 

Collat

eral 

Requi

red 

Comments 

 
 
 
 
* P= Prevailing Prime Lending Rate as published in the Wall Street Journal; actual lenders rates may vary 
** = Find them on sba.gov, click on Financing your Business and Small Business Lenders or 

www.sba.gov/ca/sf/financing 

          

How am I judged? 

 

Before you submit an application, be aware of how lenders will look at your request. Be 

properly organized and prepared. Have your business plan and financial records up-to-date and 

in good order. If you are poorly prepared that sends a signal to your lender: High Risk! Also be 

mindful of the 5 C’s of Credit: 

 

1. Character: Lenders will order a copy of your credit report and look at debt repayments, 

chronically slow payments, bankruptcies. They want to know if you pay your bills on 

time. Make sure you have a copy of your own credit report before you fill out the loan 

request (You are entitled by law to one free report). If there are errors have them 

corrected by the reporting agency and get a corrected report. Refer to Chapter 15, 

Resources, Credit Rating for appropriate contact information. If there are any blemishes 

remaining, explain them. Lenders will also look at your education and how well you have 

prepared yourself for managing this business, including the financial management.  

 

2. Cash Flow: Lenders will look at historical and projected cash flow statements to 

determine whether you will be able to repay the loan and still have money to 

adequately run the business. Add an explanation for any unusual developments. 

 

3. Collateral – is an asset (real estate, stocks, bonds, savings accounts, capital equipment, 

accounts receivable, inventory, including assets purchased with the loan) which a lender 

may claim in the event you default on the loan repayments. Lenders also usually require 

 

Long Term Fixed Asset (Land and Buildings) Acquisition Capital 

Section 504   10, 20, 

 

Approxima

tes 

US 

Treasury 

Issues, plus 

small 

increment 

3.5% 

(may be 

financed) 

Yes Limited to long term fixed asset 

acquisition 

available through Certified 

Development Companies.** 

Net worth of $7 million or less and 

average income of $2.5 million, 

after tax, over preceding 2 years. 

Not available for some businesses 

(Lenders, Real Estate Developers, 

Investors/Speculators)  
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personal guarantees from the principals of the business, which allows access to your 

personal assets in the event of default. 

 

4. Capitalization – refers to the amount of money the applicant personally invests in the 

business. The rule of thumb is about one third of the needed funds. It includes equity in 

the business, including retained earnings, and demonstrates your commitment to your 

business. 

 

5. Coverage: This refers to insuring business facilities and contents against the risk of loss, 

as well as life insurance on the principals, up to the value of the loan. 

 

 

What do I need with my application? 

 

That depends on the specific requirements of the lender. Typically you are expected to provide: 

 

� Profit and Loss Statement, Balance Sheet and Cash Flow Statement 

(Refer to chapter 10, Templates and chapter 2, Business Plan) 

Current Statement for an existing business 

Pro Forma Statements for new business for 3 years, with monthly breakdown for the 

first year 

� Personal Financial Statement (current) 

 (Refer to chapter 10, Template) 

of the owner, or each partner or stockholder owning 20% or more of the business 

� Listing, itemizing use of the proceeds 

� Description of Collateral 

with an estimate of current market value and liens against the collateral, if any. 

� Business Plan 

(Refer to chapter 2) 

� Schedules of Business Debt and Aging of Accounts Payable and Receivable 

� Personal tax returns (and business, if applicable) 

for the past 3 years 

� Copy of Lease (If property is to be leased) 

� Any Contracts or agreements pertinent to the application 

 

How long does the review process take? 

 

Provided you have submitted all required records, and they are complete and correct, you 

should expect – 

 

� a decision within  

2 weeks on a Micro loan 

4 weeks on an SBA-Express Loan 

6 weeks on an SBA 7 (a) Loan 

8-12 weeks on a 504 Loan 
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� the proceeds within 2-3 weeks from approval 

 

 

 

Relations with your bank 

 

� Have an open, honest line of communication with your lender. Let them know about 

your business development, both good and not so good. 

� Share with your lender your business plan and keep them updated about changes in 

your business (new products or services, major client or contracts received, etc).  

� Maintain this personal relationship; it builds credibility and trust, and makes for a 

much easier approach when the time comes for any additional financing. 

 

 

Resources and links: 

Organization Website Comments 

SBA Loan Program sba.gov Business Loans, Micro Loans, Sec. 504 

Loans; many other helpful topics for 

businesses and start-ups 

Angel Capital 

Association 

angelcapitalassociation.org Information about Angel investors. Click 

on Directory for contact information on 

any of their Angel group members  

National Venture 

Capital Association 

nvca.org Various VC resources, links to local VC 

associations, Sample forms from Term 

Sheet to Stock Purchase Agreement 

Garage Technology 

Ventures 

garage.com Seed and early stage VC firm, free 

guidance on submission process 

Technology 

Ventures Corp 

6265 So. Front Rd 

Livermore, CA 

94551 

techventures.org 

Tel. 925-960-1605 

Technology-to-Business Program 

SBIR Resource Center 

Prosper 

Marketplace, Inc. 

prosper.com Private Borrowing Bidding system 

matching borrowers and private lenders 

Kickstarter 

Rockethub 

Etc. 

kickstarter.com 

rockethub.com 

Funding Platform for creative projects 

Entrepreneurs offer products and 

experiences that are unique to each 

project; non-equity/no ownership 
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Certified Development Companies  

 

National Association of  

Development 

Companies 

nadco.org Click on Find a 

member  and 

select your state 
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Chapter 8            Risk Management    
 

 

Overview 

 

The insurance representative you choose for your business should be selected with the same 

attention and considerations you use in choosing your attorney, lender and accountant. This 

method of minimizing the risks in your business also calls for professional expertise and 

someone familiar with small businesses. You will have to determine whether you want to work 

with an independent or direct (or captive) insurance agent, or an insurance broker. An 

independent agent sells policies for more than one company; a direct agent sells for only one 

company. Insurance Brokers represent a variety of insurance companies and work for the 

client. Discounted group plans can also be obtained through trade associations, some 

networking groups, chambers of commerce and general business service providers. 

 

In operating a business, insurance is a necessity. You are legally required to provide certain 

coverage (i.e. workers compensation); your customers and creditors will require other coverage 

and protection of your business assets dictates other coverage (i.e. property insurance 

protecting against fire, theft, and other perils). 

 

If you have employees, health care is an excellent employee benefit that can compensate for 

other factors (lower salary, lack of a profit-sharing plan, etc.) and serves as a recruiting and 

retention tool. Liabilities and other coverage protect against the normal, expected business 

risks such as fire and theft. 

 

In this chapter we have provided you with questions to prompt you through determining the 

coverage you will need, as well as a glossary of terms that will help you to become an informed 

shopper. 

 

Why you need Insurance 

 

1. To protect your future by 

a. defending your business from lawsuits 

b. replacing damaged, destroyed or stolen property 

c. maintaining cash flow in the event of a loss 

 

2. Because you are required to - 

a. by State Law: You must carry Workers’ Compensation if you have employees and 

automobile liability if you own, lease, or rent vehicles.  

b. by State Law: You must carry a bond if you collect state tax or if you are licensed 

by the State as a building contractor, an insurance agent or other licensed 

activity. 

c. by a legal agreement, such as a lease. 
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d. by lenders, who may provide an SBA loan or an auto loan 

 

 

3. As an incentive for and benefit to your employees, such as group health, dental, life and 

disability insurance. 

 

4. Because your clients may require you to be insured (i.e. general liability, products and 

completed operations liability or professional errors and omissions liability insurance) 

and see evidence before giving you a contract. 

 

 

Who sells Insurance 

 

1. Independent Agents, who represent and work for a variety of insurance companies. 

2. Direct (or captive) Agents, who are employees of an insurance company and place 

business exclusively with that company. 

3. Brokers who represent a variety of insurance companies but work for the client. 

 

 

Types of Insurance 

 

• Liability Insurance 

Protects the owner, partnership or corporation against loss arising from its legal liability 

for death, injury or damage to the person or property of others caused by its operations, 

products or negligence. 

 

• Property Insurance 

Protects the owner of the property (or the lessor/mortgage holder) or property in your 

care, custody and control against loss caused by the actual destruction of part or all of 

the property by fire, windstorm, explosion, falling aircraft, riot and other perils.  

 

o Theft coverage and inland marine transit insurance can be added. 

 

• Business Interruption/Loss of Earnings Insurance 

Protects a business against loss of earnings resulting from an interruption caused by 

damage to or destruction of the physical property. 

 

o Extra Expense Insurance 

Pays for increased expenses to continue operations following damage to or 

destruction of the physical property, including rental of other location, as well as 

expediting expenses. 

 

• Workers Compensation Insurance 

Provides for payment of compensation benefits for work related injuries or diseases, as 

established by state law, to injured employees of a business. Includes employer’s 
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liability coverage for acts of negligence related to an employee injury. Required by state 

law even if your business has only one part time employee. 

 

• Disability Insurance (voluntary) 

Provides for payments of benefits to owners and/or employees who are disabled by 

reason of injury or illness occurring outside of their employment. State disability 

insurance (SDI) may be required. 

 

• Excess or Umbrella Liability Insurance 

Protects against catastrophic liability claims, when basic (general and automobile) 

liability insurance limits have been exhausted, and may protect from exclusions and 

gaps in the basic liability insurance. Issued in $1,000,000 layers.  

 

• Crime or Fidelity Insurance 

Provides coverage for employee crime, including theft of cash, inventory, or other 

assets.  

 

• Employment Practices Liability Insurance 

Protects your business for alleged misconduct such as discrimination, harassment, and 

wrongful termination. 

 

• Pollution Liability Insurance 

Provides coverage for pollution-caused bodily injury or property damage, including 

clean up costs, for operations whose nature goes beyond the coverage of basic property 

or liability insurance. 

 

• Surety Bonds 

Guarantee the required level of performance of an obligation assumed by a business. 

Includes tax, bid, labor and material, and completion bonds. 

 

o The Small Business Administration (SBA) offers a surely bond guarantee program 

to help small businesses. For details visit www.sba.gov/osg 

 

• Professional Liability Insurance, Errors and Omissions or Malpractice Insurance 

Provides protection for claims based on malpractice, error or omission in the 

performance of professional duties. Required by several professions as claims may arise 

without actual bodily injury or property damage stipulated for coverage under basic 

public or general liability insurance. 

 

• Data Processing and Internet Insurance 

Your involvement in this technology may represent special risks of liability and property 

exposure and may require this specialized coverage. 

 

• Directors and Officers (D&O) Liability Insurance 
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Insures corporate directors and officers against claims made against a director or officer 

personally, alleging loss arising from their mismanagement. This is an important 

consideration in recruiting and retaining quality directors and officers. The majority of 

small business D&O claims are made by employees.  

 

• Package Insurance 

Provides a combination of liability and property insurance, tailored to the needs of most 

businesses, an “all in one” policy covering many of the exposures facing a small 

business, often referred to as “the Business Owner’s Policy”. 

 

 

Questions you will be asked to determine the coverage you need 

 

A. Building Insurance 

 

1. Do you own the building, or are you required to insure it? What are the specifics of 

ownership and mortgages, if applicable? 

2. Are you concerned about Earthquake or Flood Insurance? 

3. Does the building have a sprinkler system/alarm system? What are the specifics? 

4. Would you rebuild if the building was destroyed? 

5. What is the value of the building, date and type of construction, square footage, and 

replacement cost?  

 

B. Business Personal Property (including inventory, furniture, equipment and tenant 

improvements) 

 

1. What is the value of your inventory? Does it fluctuate, if so, what are the peak values 

and     applicable periods? What is the cost to replace your inventory? Do you have 

“sold” merchandise on hand and what is its peak value? How often do you do a physical 

count of your inventory? 

2. What is the value of your furniture, equipment, tenant improvements (depreciated 

value and replacement cost)? Do you have any leased or rented equipment? If so, 

provide copies of contracts. 

3. Do you have business property off premises (i.e. in your home, storage facility, etc.), if 

so, where and what is the value? 

4. Do you ship property through the mail, by truck, by air or sea freight? 

5. Are you responsible for the glass in your leased premises and do you want protection 

for breakage? 

6. Do you have signage on or off premises? 

7. Do you have property of others in your custody? If so, describe. 

8. Describe your handling of cash and checks, including amounts typically handled, and 

your banking arrangements. 

9. Do your employees have access to cash and checks? If so, describe. 

10. Do you have vehicles or mobile equipment? If so, provide a list, including description of 

use and values. 



   

Chapter 8 5 10/1/2014 

11. Describe your computer equipment and data processing/E-Commerce operations. 

 

C. Liability Insurance 

 

1. Describe business, property, equipment and automobile ownership, plus any interests 

of others. 

2. Do you lease or own premises? If leased, provide a copy of the lease. 

3. What products to you sell or handle? Describe your operations. 

4. Do you provide services to your customers? If so, describe your services.  

5. What are your gross sales, gross payroll and square footage of the premises? 

6. Do you have a foreign liability exposure? 

7. Do you handle or sell alcohol in your operation or at special events? 

8. Does your operation present designing, consulting or other professional liability 

exposure? 

9. Do or might others drive their automobiles on behalf of your business? 

 

D.     Workers Compensation 

 

1. Do you have employees (full or part time), family members working for you, volunteers? 

2. Describe your employees work or duties. 

3. What are your annual payroll estimates by classification (i.e. clerical, sales, service)? 

 

E.     Employee Benefits 

 

1. Will you offer group health, dental, life or disability insurance? 

 

The Affordable Care Act has provisions affecting all Small Businesses, including 

Federal Tax Credits for Companies with 24 or fewer FT Employees, who cover their 

employees,  and “Responsibility Payments” for Companies with 50+ FTE employees, 

not providing coverage. 

For details visit sba.gov/healthcare 

 

2. Will you offer 401K, profit sharing or pension plans? 

  

F.     Special Review Requirements 

 

1. Corporations – Officers and Directors Liability 

2. Hazardous materials exposure 

3. Past claim/Loss history  

4. Employee listing, Drivers License Numbers and DMV records.  
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Use this schedule to record the insurance you will need, identify providers and costs. 

 

Type Coverage Provider Cost 

    

    

    

    

    

    

    

    

Glossary of Insurance Terms 

 

Actual Cash Value 

 

The cost to repair or replace the damaged property, less 

depreciation 

All Risk/Spec. Form Coverage  This provides coverage for physical loss or damage subject 

only to specific exclusions or limitations 

Bodily Injury Bodily injury, sickness or disease sustained by a person, 

including death resulting from any of these at any time 

Bonding There are two types of bonding, bonding to protect you and 

third party bonding to protect your customers. Discuss your 

needs with your business insurance broker/agent 

Business Owner  Policy   (BOP) A package policy providing property and liability coverage, 

with additional features 

Coinsurance A policy provision requiring you to carry insurance equal to a 

specified percentage of the value of the property covered. It 

provides for full payment, up to the policy limit of all losses, if 

you have insurance equal to or exceeding the specified 

coinsurance percentage. 

Contractual Liability This extends the policy coverage to insure the bodily injury 

and/or property damage caused by others, which you assume 

under a written or oral contract 

Property Damage Physical injury to a tangible property including loss of use of 

that property that is not physically injured 

Replacement Cost The replacement value of the damaged property or property 

of like kind and quality, without deduction for depreciation 

Umbrella Liability Provides excess liability limits in $1,000,000 layers 
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Resources and links: 

 

Subject Website Comments 

Business Insurance 101

  

trustedchoice.com/business-

insurance/coverage-faq/ 

Independent Insurance 

Agents of America 

Quotes on health 

insurance for Small 

Businesses 

ehealthinsurance.com Quotes on health 

insurance for Small 

Businesses 

CA State Compensation 

Insurance Fund 

scif.com Workers Compensation 

Coverage, rules, forms, 

rates 

Affordable Care Act  sba.gov/healthcare Explanation of the 

Federal Law’s impact on 

Small Businesses 
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Chapter 9      Record Keeping - Accounting  
 

Overview 

 

Good record keeping is a key factor to the success of any business enterprise. Your business needs it 

for a number of reasons: 

 

• To provide accurate, timely information to the owners to be in control of what is happening, to 

be able to manage effectively, forecast reliably, and make good decisions 

 

• To satisfy the requirements of the tax authorities (Federal-IRS, State-FTB/BOE/EDD, County-

Property Tax, City-Business Tax – see chapter 11 for more details) 

 

• To satisfy the requirements of third parties (lenders, investors, banks, insurance companies, 

other contracting parties)  

 

Records come in a variety of types and formats, as do the systems available to keep them. Your 

objective is to find solutions that will cover the needs of your business (scope, access, clarity, ease of 

use) and still fit your budget. 

 

Types of Records and Retention Periods 

 

Retention periods are based on your business needs and requirements of the tax authorities 

(whichever is longer) 

 

Records Retain –Years* Comment 

Assets, Depreciation Schedules 7 after disposal 

Bank related records  

(Statements, Deposit Slips, Cancelled Checks, 

Reconciliations) 

7  

Cash Disbursements 7  

Contracts, Mortgages, Notes, Leases, Licenses, Permits 7 after expiration 

Corporate Stock Records and Minutes Permanent  

Correspondence – General (Customers, Vendors, Third 

Parties) 

3  

Correspondence – Legal  Permanent  

Employee - Applications 3  

Employee – Expense Reports, Travel and 

Entertainment 

7  

Employee – Payroll 7 after employment ends 

Employee – Tax Filings 4  

Financial Statements Permanent  

General Ledger, Assoc. Journals, Computer Databases 7  
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Records Retain –Years* Comment 

Insurance Policies 3 after expiration 

Insurance Claims and Accident Reports Permanent  

Intellectual Property records Permanent  

Inventory records 7  

Purchase Transactions  

(Purchase Orders, Receiving Records, Vendor Invoices; 

other Bills) 

7  

Quotations, Offers made 3 after expiration 

Real Estate Records (Deeds, etc.) Permanent  

Sales Records  

(Receipts, Orders, Invoices, etc) 

6  

Tax Returns, Correspondence, Worksheets Permanent  

* = after filing of the relevant tax return or completion of contract, whichever is later 

 

 

Formats of Records/Storage 

 

Hard copy (Originals, copies) Electronic (Downloads, Floppy disk, CD, 

Tape, etc.) 

• Store in a clean, dry, accessible 

environment  

• Separate active from inactive  

• Mark contents of inactive file boxes by 

category, period and destruction date. 

• Store legal documents in a fire proof safe 

(or in a safe deposit box at your bank) 

• Store in a safe environment, away 

from electronic interference.  

• Hold back-up media off site.  

• Retain ability to read even after 

you introduce new computers or 

software. 

 

 

Systems 

 

A variety of systems may be employed by a business based on its needs. Some use computer based 

Customer Relations Management systems (CRM) to manage the sales activity, or Order 

Processing/Inventory Control systems to handle orders, shipments and invoices, but the key system is 

the Accounting/Financial Reporting system. Ideally you want to select a solution that avoids entering 

the same data multiple times in different systems. 

 

 

Accounting 

 

Accounting is the process of keeping track of all the “ins” (=funds from sales, loans; receiving reports) 

and “outs” (=funds for expenses and purchases; cash/credit card/bank account payments) of your 

business and of what you have left: Assets (what the business owns) and Liabilities (what the business 

owes). A glossary of accounting terms is provided at the end of the chapter. 
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You need to select from one of the two basic methods of accounting: 

 

• Cash Method – is the method that only records transactions based on cash received or paid (no 

receivables or payables in the balance sheet). 

• Accrual Method – records assets, liabilities, revenues and expenses in the period in which the 

transaction occurred, regardless of whether cash was received or paid.  

 

You must observe IRS rules if you decide to switch from one method to the other. 

 

For many small businesses the checking account is the basis for this process. That is why it is important 

to  

 

• have a bank account for the business, separate from your personal bank account,   

• reconcile the checkbook every month with the bank’s statement (most accounting software 

includes this feature) 

• make bank deposits on a regular basis (don’t use your daily business receipts to fund your 

personal spending). 

 

Systems can be manual (low cost but labor intensive) or computer based.  

 

A manual system consists of Income journals, Expense journals, General Ledger, and check forms, and 

is available in a version where the two are combined – so you only have to write in the data once (i.e. 

McBee at mcbeeinc.com or Safeguard at gosafeguard.com). A chart of accounts needs to be 

established, based on the nature of the business, to record the activity and to produce data for the 

Profit and Loss (P&L) Statement and the Balance Sheet. Refer to chapter 11 for the content of these 

reports. If you do not have an accounting background we urge you to get the services of a 

professional accountant to set up your system. 

 

Computer based systems, specifically designed for small businesses, are available from a variety of 

publishers. The table following this section gives you an overview and reflects the status as of mid-

2012. Their scope typically encompasses the following: 

 

Chart of Accounts Purchase Orders Payroll System 

Check Writing Bills Budgeting 

Bank Account Reconciliation Sales Orders Report Generators 

Cash Receipts Invoices P&L Statements 

Credit Card Receipts Inventory System Balance Sheets 

Fixed Asset Accounting Job Cost System Cash flow 

 

MSOffice Accounting Express 2009, a free, downloadable accounting software with more limited 

capabilities, has been available from http://www.softpedia.com/get/Others/Finances-

Business/Microsoft-Office-Accounting-Express.shtml, albeit without support. 
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All require that you set up a chart of accounts based on the needs of your business. A Sample Chart is 

at end of the chapter. If you do not have an accounting background we urge you to get the services of 

a professional accountant to set up your system. 

 

 

You may be able to make the entries that come up in the day-to-day activity of your business, or have 

an employee trained to do this task (but with appropriate internal controls to prevent opportunities for 

theft). You may also be able to generate monthly reports to monitor the progress of your business. 

Once you get to reports for your tax return it is important that all entries relevant to the period are 

made, including any inventory write-offs, depreciation or amortization of assets, owners transactions, 

etc. before you generate your final report. If you do not have an accounting background we urge you 

to get the services of a professional accountant to assist you with these requirements. 

 

 

 

 

Glossary of Accounting Terms 

 

Accounting Is the process of measuring, recording, reporting data and creates the basis 

for interpreting the financial performance of a business 

Accounts Payable Money owed to others for goods or services received 

Accounts Receivable Money due from customers for goods or services delivered 

Assets Are items of value in monetary terms. Examples are Cash, Accounts 

Receivable, Inventories, Equipment, Furniture and Fixtures, Marketable 

Securities. 

Balance Sheet Is the statement that reports an entity’s assets, liabilities and equity at a 

specific point in time 

Benefits Expenses incurred by the business for employee related items (Examples 

are Health Insurance, Paid Vacation, Sick Pay, etc.) 

Break Even Point Is the point at which Gross Profit from Revenues covers fixed costs (usually 

Operating Expenses); any Gross Profit from Sales beyond this point 

generates a net profit. 

Capital Long term money held in the business used to fund operations 

Cash Flow Statement Analytical tool showing the development of cash over time, particularly the 

business’ ability to pay its bills 

Cost of Goods (COGS) Are costs directly related to producing or buying the entity’s products or 

services, also referred to as Direct Costs or Variable Costs. They can 

originate in a vendor’s invoice or in a job or work order, which captures the 

entity’s cost of material, labor and overhead.  

Current Liabilities Moneys due within 12 months of the financial statement date 

Deductible Expenses Are ordinary and necessary expenditures for legitimate business reasons. 

Depreciation Spreads the cost of an asset over its useful life, and is shown in the Income 

Statement as an expense. The IRS issues tables with applicable 

classifications and periods. 
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Direct Cost Costs that are directly related to producing specific goods or services 

Disbursements Money paid out 

Equity (Book Value) Is the residual amount in an entity’s assets after deducting its liabilities. It 

consists of the initial investment and retained earnings from the formation 

to current date. 

Expenses Operating expenses the business incurs through its effort to produce sales 

Fixed Expenses Operating expenses which must be paid, regardless of whether or not you 

have any sales (examples are rent, utilities, telephone, insurance, etc.) 

Fringe Benefits (see benefits) 

Good Will Is the amount of money paid for an acquired business, beyond the value of 

specific Assets transferred by its previous owners. 

Gross Profit Is what the entity has earned after subtracting Cost of Goods from 

Revenues, and is available for covering Operating Expenses  

Gross Profit Margin Gross Profit divided by Total Sales, in % 

Home Office 

Deduction 

Applies to a place used regularly and exclusively for administrative or 

management activities of the business if there is no other fixed location 

where you spend substantial time on those tasks. 

Income Revenue produced through the sale of goods and/or services 

Income Statement (also called Profit and Loss or P&L) is the statement that reports an entity’s 

Revenues and Expenses and the resulting Profit or Loss over a specific 

period of time. 

Indirect Cost (also called overhead or operating expenses) Costs which are not directly 

accountable to a unit of production or Cost of Goods   

Liabilities Are economic obligations expressed in monetary terms. Examples are 

Accounts Payable, Loans/Notes Payable, Customer Deposits, Accrued 

Expenses 

Net Profit (or Loss) Is what the entity has earned (or lost) after consideration of all expenses, 

both operating and non-operating. 

Net Profit Margin Net Profit divided by Total Sales, in % 

Non-Operating 

Expenses 

Are expenses and deductions not directly associated with the daily 

operation of the entity. Examples are Interest paid, Contributions, 

Amortization or write-off of goodwill. 

Operating Expenses Are monies spent on business activities (sometimes also called Overhead 

Expenses or General and Administrative Expenses). Examples include 

Advertising Expenses, Wages/Salaries, Payroll Taxes, Insurance, 

Legal/Accounting Fees, Rent, Supplies, Depreciation. 

Operating Profit (or 

Loss) 

Is what the entity has earned (or lost) after subtracting Operating Expenses 

from the Gross Profit, but before any non-operating expenses. 

Owner’s Draw In Sole Proprietorships and Partnerships is the money the owners take out 

of the business for personal use (they do not receive a salary). It is not a 

deductible expense!  

Pre-Startup Expenses Cannot be deducted from taxable income until the business has opened, 

and are typically spread evenly over a period of time. 

Receipts Money paid by customers for the sale of goods and services 
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Return on Equity (or 

Assets, or Investment) 

Is the relationship of Net Profit (or Loss) to Equity, Assets or Investment, 

expressed in %. Used as a yardstick in comparing results with other entities 

or options. 

Revenue (also referred to as Income) Income from the entity’s activities. Examples 

are Sales, Rental Income. 

Sales (see Revenue) 

Write-Off Is the recognition of the loss of value of an asset or investment due to 

obsolescence, destruction or other factors recognized by the IRS. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



   

Chapter 9 7 10/1/2014 

Sample Chart of Accounts 

 

Description Account  Description Account 

 Number*   Number* 

Balance Sheet   Income Statement  

Assets   Income  

Checking 111  Sales 401 

Accounts Receivable 121  Sales Returns and Allowances 404 

Inventory 131  Cost of Goods Sold 501 

Fixed Assets 141    

Accumulated Depreciation 142  Operating Expenses  

   Advertising 611 

   Bad Debt Expense 613 

   Bank Service Charges 617 

   Car & Truck Expense 615 

Liabilities   Commissions and Fees 619 

Accounts Payable 211  Depreciation Expense 695 

Federal PR Taxes Payable 212  Dues and Subscriptions 623 

State PR Taxes Payable 213  Equipment Rental 625 

FUTA - Payable 214  Insurance 627 

Loan  241            Disability Insurance 629 

             Liability Insurance 631 

Equity            Workers Compensation 633 

Retained Earnings (Corporations only) 391  Licenses 645 

Paid In by Owner 393  Office Supplies 637 

Draw (Sole Proprietors and Partnerships) 395  Payroll Expenses 647 

             Gross Wages/Salaries 649 

              Benefits 651 

             Payroll Taxes 653 

   Postage and Delivery 641 

   Printing and Reproduction 643 

   Professional Fees 655 

   Rent 663 

   Repairs and Maintenance 665 

   Taxes 673 

             Local Taxes 675 

             Property Taxes 677 

   Telephone 639 

   Travel and Entertainment 679 

Non-Operating Income/Expense             Entertainment 681 

Contributions 621            Meals 683 

Interest Expense 635            Travel 685 

Interest Income 693  Utilities 687 

*Account Numbers are not required in many commonly used Accounting Systems.   
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Summary of 2012 Review of Small Business Accounting (on-premise) Software by CPA Practice 

Advisor   (Courtesy of The CPA Technology Advisor, Cygnus Business Media, Inc.) 

 

Company ACCLIVITY A-SYSTEMS QUICKBOOKS REDWING SAGE 

Product > Accounting 

Edge Pro 

(was MYOB) 

Visual 

Bookkeeper 

 

QB Premier 

 

Center Point 

Sage 50 

(was 

Peachtree) 

Categories:       

Basic Systems 

Functions 

4.0 4.5 4.75 4.5 4.5 

Core 

Accounting 

Capabilities 

4.5 5.0 5.0 4.75 5.0 

Day-to-Day 

Operation 

3.5 4.5 5.0 3.5 5.0 

Management 

Features 

3.25 5.0 4.75 3.75 5.0 

Integration 

Import/Export 

4.25 4.0 4.75 4.0 5.0 

Help and 

Support 

4.0 4.75 5.0 5.0 5.0 

      

Overall 4.0 4.75 5.0 4.25 5.0 

      

Price – new $299 $79.95 $399.95 $1495 $369 

Price – 

upgrade 

$159 n/n Same n/n n/n 

      

Best Fit Multi-

location 

Inventory, 

Multi-

Currency, 

Mac Users 

Core 

accounting 

features, 

Includes 

Payroll 

Good all-

around 

solution, Mac 

with less 

functionality 

Multi-

company 

consolidations 

E-Marketing 

options 

      

Link www.accounti

ngedge.com 

www.a-

systems.net 

www.Quickboo

ks.Intuit.com 

www.redwings

oftware.com 

www.sage50ac

counting.com 

      

Telephone 800-322-

6962 

800-365-6790 877-683-3280 800-732-9464 877-495-9904 
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Chapter 10         Financial Statements 
 

 

Overview 

 

A basic set of Financial Statements is an integral part of any business plan. A lender or investor 

will, at minimum, want to see your projected revenues and expenses (Profit or Loss), your 

assets and liabilities (Balance Sheet) and your projected cash position (Cash Flow). The same 

statements also form the core of what any business owner or operator would require on a 

routine basis in order to be able to “read the pulse” of the business. And, to comply with the 

tax code, and periodic reporting associated with it, you will need to be able to reach for the 

same set of reports. There are other statements, supporting or supplementing your business 

plan or your loan application.  

 

Those of you using PC-based business planning software will find a complete set of 

spreadsheets in your application, programmed to generate these statements, and more. And 

for those who do not have such a software tool there are a substantial number of templates 

available and downloadable from the SCORE website score.org/resources/financial-projections-

template. 

They are linked to produce all your essential financial statements and can be saved on your 

computer and filled out in the MS-Excel application. The sample statements used in this chapter 

have been downloaded from SCORE and include the helpful notes and suggestions which you 

would be able to read, print and then delete from the face of the statements in order to use the 

templates effectively. 

 

 

Sales Forecast – Page 4 & 5 

 

A sales forecast projects the sales activity you anticipate over the foreseeable future (the 

planning period). It is the basis for planning your required capacity (staff, resources, etc.) and 

for calculating the revenue and the cost of goods for your Profit and Loss statement. The 

template is set up for you to enter the sales categories of your business and the number of 

widgets shipped or meals served or consulting hours delivered, as well as the average price of 

each transaction. The spreadsheet calculates the totals and adds them into monthly and annual 

totals. 

 

Profit and Loss (12 Months) – Page 6 

 

This statement, also called Income Statement, summarizes the business entity’s revenue and 

expenses over a specific period of time, and, by subtracting one from the other, the profit or 

loss achieved. The 12-month version lets a start-up entrepreneur consider the month-by-month 

progress as the business gets established; it also allows for consideration of seasonal ups and 

downs, which are common to many small businesses. 
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Profit and Loss (3 Years) – Page 7 

 

This version summarizes the projected revenues and expenses by year and covers the planning 

period typically used in most small business plans. If a longer period is desired it is fairly easy to 

add future years by replicating the last column. The same template can be used by existing 

businesses for reporting historic results by simply changing the years at the top of the columns. 

 

Balance Sheet – Page 8 

 

This statement, sometimes also called Statement of Financial Position, summarizes the business 

entity’s assets, liabilities and owner’s equity at a specific point in time (Assets = Liabilities + 

Equity). Assets are ranked from the most liquid (Cash) to the least (Land/Buildings); Liabilities 

from the most current due date to the most long term (Long Term Debt). The equity category 

consists of the Invested Capital, Retained Earnings of prior years, Earnings of the current year 

(from the Profit and Loss Statement) – reduced by Owners Draw or Dividend payments in 

Corporations. 

 

Cash Flow – Page 9 

 

The cash flow statement shows the projected Ins and Outs, as well as the remaining balance, of 

cash in your business – over a specified period of time. Like the 12-months P/L this version 

allows for consideration of your monthly changes as well as your seasonal ups and downs.  

Cash is probably one of the most misunderstood components of a business. Some business 

owners confuse cash with profits, others with capital resources. Cash is much more than that. 

As you strive to build a business of your own, one of the most important things you must 

understand are the cash requirements of your business in order to make informed decisions 

about your operations and the utilization of cash. By forecasting what the cash effect of a 

course of action will be you can determine what your cash needs are and avoid spending it if 

you neither have it nor anticipate having it. 

 

 

Breakeven Analysis – Page 10 

 

The breakeven analysis helps you determine the point at which your sales will cover all of your 

costs. All sales over the breakeven point produce profits and sales below that point will leave 

you with losses. In order to complete the analysis you need to establish your Fixed Costs in $$ 

for the year and your Variable Cost (mostly your Cost of Goods sold) for your projected sales.  

 

If you follow the instructions on the template and enter the data in the applicable cells the 

template will calculate the amount of sales needed to break even. If you cannot make use of 

the PC based Excel spreadsheet you can compute the same result manually by using the 

formula  

Total Fixed Costs (in $$) 

((100 – Total Variable Costs%)/100) 
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Example:  Total fixed costs = $240000.00 

  Variable costs of 40% = 100 – 40/100 = 0.6  

  Breakeven Sales = $240000/0.6 = $400000.00 

 

Personal Financial Statement – Page 11 

 

This statement is required whenever you apply for a loan (see Chapter 8) or look for credit. The 

template allows you to enter your financial data and will calculate your net worth for you. If you 

cannot make use of the PC based Excel spreadsheet you can compute your net worth manually 

by adding up all your assets and your liabilities and then subtracting the liabilities from the 

assets. The second page allows you to list the details typically sought by lenders. 

 

Monitor your Business Development 

 

• regularly review your financial statements (at least monthly), budgets, accounts 

receivable and inventory reports,  

• compare actual cash flow with your forecast and understand variances. Prepare 

a new forecast every month and project at least 6 months ahead.  

• Failure to have adequate cash reserves can lead to business failure! 

 

 

The following 8 pages are printouts of the 8 templates (and their accompanying notes) 

mentioned above. 
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Prepared By: Company Name:

Owner

Product Lines Units Sales  Price 

Per Unit

COGS Per 

Unit
Margin Per Unit

-$                               

-$                               

-$                               

-$                               

-$                               

-$                               

Product Lines Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Annual Totals

Category 

Breakdown Category / Total

Product 1

Units  S old 0 0.0%

Tota l S a le s -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l COGS -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l Ma rg in -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Product 2

Units  S old 0 0.0%

Tota l S a le s -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l COGS -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Ma rg in -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Product 3

Units  S old 0 0.0%

Tota l S a le s -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l COGS -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Ma rg in -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Product 4

Units  S old 0 0.0%

Tota l S a le s -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l COGS -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Ma rg in -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Product 5

Units  S old 0 0.0%

Tota l S a le s -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l COGS -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Ma rg in -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Product 6

Units  S old 0 0.0%

Tota l S a le s -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Tota l COGS -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Ma rg in -                                    -                        -                     -                                      -                   -                   -                   -                   -                       -                   -                     -                     -$                               0.0% 0.0%

Total Units  Sold 0 0 0 0 0 0 0 0 0 0 0 0 0

Total Sales -$                                 -$                      -$                   -$                                   -$                 -$                 -$                 -$                 -$                    -$                 -$                   -$                   -$                               

Total Cost of Goods  Sold -$                                 -$                      -$                   -$                                   -$                 -$                 -$                 -$                 -$                    -$                 -$                   -$                   -$                               

Total Margin -$                                 -$                      -$                   -$                                   -$                 -$                 -$                 -$                 -$                    -$                 -$                   -$                   -$                               

Sales  Forecas t Year 1

Complete This  Chart Firs t:

Compa ny 1
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Prepared By:

Owner

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Annual Totals

Revenue

P roduct 1 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 2 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 3 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 4 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 5 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 6 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Total Revenue -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Cos t of Goods  Sold

P roduct 1 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 2 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 3 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 4 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 5 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

P roduct 6 -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Total Cos t of Goods  Sold -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Gros s  Margin -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Payroll -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Operating Expenses

Advertis ing -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Ca r a nd Truck E xpens es -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Comm is s ions  a nd Fees -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Contra ct La bor (Not included in pa yroll) -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Ins ura nce (other tha n hea lth) -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Leg a l a nd P rofes s iona l S ervices -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Licens es -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Office E xpens e -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Rent or Lea s e -- Vehicles , Ma chinery, E quipment -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Rent or Lea s e -- Other Bus ines s  P roperty -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Repa irs  a nd Ma intena nce -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

S upplies -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Tra ve l, Mea ls  a nd E nterta inment -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Utilities -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Mis ce lla neous  -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Other E xpens e 1

Other E xpens e 2

Total Operating Expenses -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Income (Before Other Expenses ) -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Other Expenses

Amortized S ta rt-up E xpens es -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Deprecia tion -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Interes t

Commercia l Loa n -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Commercia l Mortg a g e -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Credit Ca rd Debt -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Vehicle  Loa ns -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Other Ba nk Debt -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Line of Credit -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Ba d Debt E xpens e -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Total Other Expenses -                   -                   -                   -                   -                   -                   -                   -                   -                       -                   -                  -                     -$                           

Net Income Before Income Tax -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Income Tax -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Net Profit/Los s -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                 -$                    -$                 -$                -$                   -$                           

Income Statement Year 1

Company Name:

Compa ny 1
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Prepared By: Company Name:

Owner Company 1

Revenue Firs t Year Second Year Third Year

P roduct 1 -                                    -                           -                        

P roduct 2 -                                    -                           -                        

P roduct 3 -                                    -                           -                        

P roduct 4 -                                    -                           -                        

P roduct 5 -                                    -                           -                        

P roduct 6 -                                    -                           -                        

Total Revenue -$                                 100% -$                         100% -$                      100%

Cos t of Goods  Sold

P roduct 1 -                                    -                           -                        

P roduct 2 -                                    -                           -                        

P roduct 3 -                                    -                           -                        

P roduct 4 -                                    -                           -                        

P roduct 5 -                                    -                           -                        

P roduct 6 -                                    -                           -                        

Total Cos t of Goods  Sold -                                    0% -                           0% -                        0%

Gros s  Margin -                                    0% -                           0% -                        0%

Payroll -                                    -                           -                        

Operating Expens es

Advertis ing -                                    -                           -                        

Ca r a nd Truck E xpens es -                                    -                           -                        

Comm is s ions  a nd F ees -                                    -                           -                        

Contra ct La bor (Not included in pa yroll) -                                    -                           -                        

Ins ura nce  (other tha n hea lth) -                                    -                           -                        

Leg a l a nd P rofe s s iona l S ervice s -                                    -                           -                        

Licens es -                                    -                           -                        

Office  E xpens e -                                    -                           -                        

R ent or Lea s e  -- Vehicles , Ma ch inery, E quipment -                                    -                           -                        

R ent or Lea s e  -- Other Bus ines s  P roperty -                                    -                           -                        

R epa irs  a nd Ma intena nce -                                    -                           -                        

S upplies -                                    -                           -                        

Tra vel, Mea ls  a nd E nte rta inment -                                    -                           -                        

Utilitie s -                                    -                           -                        

Mis cella neous  -                                    -                           -                        

Other E xpens e  1

Other E xpens e  2

Total Operating Expenses -$                                 0% -$                         0% -$                      0%

Income (Before Other Expenses ) -$                                 0% -$                         0% -$                      0%

Other Expenses

Amortized S ta rt-up Expens es -                                    -                           -                        

Deprecia tion -                                    -                           -                        

Interes t

Commercia l Loan -                                    -                           -                        

Commercia l Mortg a g e -                                    -                           -                        

Credit Ca rd Debt -                                    -                           -                        

Veh icle Loans -                                    -                           -                        

Other Ba nk Debt -                                    -                           -                        

Line  of Credit -                                    -                           -                        

Ba d Debt E xpens e -                                    -                           -                        

Total Other Expenses -$                                 0% -$                         0% -$                      0%

Net Income Before Income Tax -$                                 -$                         -$                      

Income Tax -$                                 -$                         -$                      

Net Income/Los s -$                                 0% -$                         0% -$                      0%

Income Statement Years  1-3
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Balance Sheet Years  1-3

Prepared By: Company Name:

Owner Compa ny 1

ASSETS Firs t Year Second Year Third Year

Current As s ets

Ca s h -                              -                                  -                                  

Accounts  R eceiva ble -                              -                                  -                                  

Inventory -                              -                                  -                                  

P repa id E xpens es -                              -                                  -                                  

Other In itia l Cos ts -                              -                                  -                                  

Total Current As sets -$                            -$                                -$                                

F ixed As s ets

Rea l E s ta te  -- La nd -                              -                                  -                                  

Rea l E s ta te  -- Building s -                              -                                  -                                  

Lea s ehold Improvements -                              -                                  -                                  

E quipment -                              -                                  -                                  

Furniture  a nd F ixtures -                              -                                  -                                  

Vehicles -                              -                                  -                                  

Other -                              -                                  -                                  

Total Fixed As sets -$                            -$                                -$                                

(Les s  Accumula ted Deprecia tion) -$                            -$                                -$                                

Total As s ets -$                            -$                                -$                                

LIABILITIES & EQUITY

Lia bilitie s

Accounts  P a ya ble -                              -                                  -                                  

Commercia l Loan Ba la nce -                              -                                  -                                  

Commercia l Mortg a g e  Ba la nce -                              -                                  -                                  

Credit Ca rd Debt Ba la nce -                              -                                  -                                  

Vehicle  Loa ns  Ba la nce -                              -                                  -                                  

Other Bank Debt Ba la nce -                              -                                  -                                  

Line  of Credit Ba la nce -                              -                                  -                                  

Total  Liabilities -$                            -$                                -$                                

E quity

Common S tock -                              -                                  -                                  

Reta ined E a rning s -                              -                                  -                                  

Dividends  Dis pers ed/Owners  Draw -                              -                                  -                                  

Total Equity -$                            -$                                -$                                

Total Liabilities  and Equity -$                            -$                                -$                                

-$                            -$                                -$                                

Ba la nced! Ba la nced! Ba la nced!
Balance s heet in or out of balance?
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Prepared By: Company Name:

Owner Company 1

Month 1 Month 2 Month 3 Month 4 Month 5 Month 6 Month 7 Month 8 Month 9 Month 10 Month 11 Month 12 Totals

Beginning Balance -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               

Cash Inflows

Ca s h S a les -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

Accounts  R ece iva ble -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

Total Cash Inflows -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               -$              

Cash Outflows

Inve s ting  Activitie s

New F ixed As s et Purcha s es -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

Additiona l Inventory -$              

Cos t of Goods  S old -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

Opera ting  Activitie s

Opera ting  E xpens es -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

P a yroll -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

Taxes -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

F inancing  Activitie s

Loa n P a yments -                  -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

Owners  Dis tribution -$              

L ine  of Credit Inte res t -                  -                  -                  -                  -                  -                  -                  -                   -                  -                  -                  -$              

L ine  of Credit R epayments -$              

Dividends  P a id -$              

Total Cash Outflows -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               -$              

Net Cas h Flows -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               -$              

Operating Cash Balance -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               

Line of Credit Drawdown -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               -$              

Ending Cas h Balance -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               

Line of Credit Balance -$               -$               -$               -$               -$               -$               -$               -$               -$                 -$               -$               -$               

Cash Flow Forecas t Year 1
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Breakeven Analys is  Year 1

Prepared By: Company Name:

Owner Compa ny 1

Gros s  Ma rg in -$                                

Tota l S a les -$                                

Gros s  Margin/Total Sales 0.0%

P a yroll
 $                              -   

Opera ting  E xpens es
 $                              -   

Operating + Payroll  $                                - 

Gros s  Ma rg in %  of S a le s
0.0%

Tota l F ixed E xpens es  
 $                                - 

Yearly Breakeven Amount
-$                                

Monthly Breakeven Amount -$                                

Gros s  Margin % of Sales  

Total Fixed Expenses  

Breakeven Sales  in Dollars  (Annual)

Breakeven Sales Level

The breakeven sales level represents the number of units that must 
be sold in order to break even. This means that revenues are equal 
to expenses. Any units sold beyond this quantity will allow the 
company to generate net income.

One of the best uses of breakeven analysis is to play with various 
scenarios. For instance, if you add another person to the payroll, 
how many extra sales dollars will be needed to recover the extra 
salary expense? If you borrow, how much will be needed to cover 
the increased principal and interest payments? Many owners, 
especially retailers, like to calculate a daily breakdown. This gives 
everyone a target to shoot at for the day.

Equation:

Breakeven Point = Total Fixed Costs/ (Gross Margin/Total Sales)
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Chapter 11           Business Taxes  
 

Federal Taxes  
 

� Federal Income Tax 

To report the income from your business you must file once a year with the Internal 

Revenue Service an Income Tax Return – Form 1040 and Schedule C for sole 

proprietorships - other Forms apply to partnerships and corporations.  If your annual tax 

is estimated to be $1000 and up you also have to make estimated tax payments every 

quarter, using Form 1040-ES. 

 

� Federal Self-Employment Tax 

Self-employment tax (SE) is the Social Security and Medicare tax for individuals who 

work for themselves.  You figure SE tax, using Schedule SE (Form 1040).  The self-

employment tax rate is 15.3% of your net profit.  The rate consists of two parts: 12.4% 

for Social Security and 2.9% for Medicare.  You can deduct half of your SE tax in figuring 

your Adjusted Gross Income. 

 

� Employer Identification Number 

If you have employees, you must obtain a federal Employer (Taxpayer) Identification 

Number (EIN), from the IRS.  You can apply by phone, over the Internet (irs.gov) or in 

writing.   

If you are a sole proprietor, and not a DBA, and have no employees, you may use your 

Social Security number to file and pay your taxes. All other legal structures require a 

Taxpayer ID. 

You must also register with the State’s EDD department for an Employer Account 

Number. 

 

� Federal Employment Tax 

Federal law requires you, as an employer, to withhold, report, and pay over to the 

federal government certain deductions from your employees’ wages.  You must 

withhold 

 

• The employees’ federal income tax 

• The employees’ contribution to Social Security and Medicare 

 

You must also report, and pay as an employer, a matching contribution to Social 

Security and Medicare Tax (FICA).  You have to report these taxes each quarter on Form 

941, Employer’s Quarterly Tax Return.   

At the end of each year (by the following January 31st), you must give each of your 

employees a Form W-2, Wage and Tax Statement reporting the employee’s total wages 

earned and the federal and state taxes withheld, plus contributions to benefit plans.  

You must also file copies of all the Forms W-2  - together with a consolidating Form W-3, 

Transmittal of Wage and Tax Statements - with the Internal Revenue Service by the last 
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day of February of the following year. For e-filing instructions go to 

socialsecurity.gov/employer/ 

 

 

� Federal Unemployment Tax (FUTA) 

This tax is used to administer your state’s unemployment programs.  The tax is reported 

annually on Form 940 or Form 940-EZ, Federal Unemployment Tax Act (FUTA) Returns.  

You must also make deposits for accumulated FUTA taxes that total over $100 at the 

end of each quarter. 
 

 

State Taxes  

 

� State Income Tax – where applicable 

To report the income from your business you must file a tax return with your State’s 

Revenue or Treasury Department. Check their website for applicable rules, payment due 

dates etc. 

 

� State Employment Tax  - where applicable 

In most States, if you have employees, you have to register with the Employment 

Development Department.  You must withhold, report and pay the following 

employment taxes to the EDD: 

 

• State Disability Insurance  

• State Personal Income Tax 

 

You must also report and pay other employment taxes, where applicable, to the EDD, 

e.g. 

 

• Unemployment Insurance 

 

 

� State Sales Tax – where applicable 

If your business is based in a state which has a sales tax you need to get a sellers permit 

from the appropriate State Board and collect the sales tax due on all taxable items. You 

must report to the state the amount of taxes due on the sales recorded (regardless of 

whether you collected them or not) and submit payments. The seller’s permit allows 

you to purchase inventory for resale from suppliers without paying sales tax.   

 

 

� State Franchise Tax on LP’s, LLC’s, S-Corporations 

Some states collect a franchise tax on these entities, in addition to the income tax on 

the flow-through income mentioned earlier.  

 

 Check their website for applicable rules, payment due dates etc. 
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Business Taxes  
 

What Who When Estimated 

Payments 

Local Year 

1 

Year 

2 

Year 

3 

Business License and 

Renewal 

Cities, or 

Unincorporat

ed Locales in 

the County 

Annually – check with 

City/County for due dates 

   

Real Property 

Business Property Taxes 

Counties Returns generally due April 

1 of each year 

Payments due semi-

annually – check with 

County Tax Collector 

   

State Taxes    

State Sales Taxes 

 

  

State 

Revenue or 

Treasury 

Departments 

    

State Income Taxes 

          Personal, 

Partnerships,                                               

          LLC’s 

 

          C – Corporation  

          

LP Franchise Tax  

LLC Franchise Tax  

S-Corp Franchise Tax 

State 

Revenue or 

Treasury 

Departments  

    

Federal Taxes    

Federal Income Tax  

          Personal   

         (Form 1040) 

          Partnerships, LLC’s 

          (Form 1065) 

           

           

          Other Corporate 

          (Form 1120) 

Internal 

Revenue 

Service 

Annual Return due April 15 

 

Quarterly estimated 

payments, if annual tax 

and SE tax is $1000 and > 

 

Annual Return due on the 

15th of the 3rd month 

following the corporations’ 

fiscal year end 
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What Who When Estimated 

Payments 

 

Payroll Taxes Year 

1 

Year 

2 

Year 

3 

Federal Withholding 

(W/H) for Income Tax/  

Medicare/ SS 

Employer Portion of 

Medicare/ SS/FUTA  

 

Form 941 – Employer’s 

quarterly return 

 

Form 940 – FUTA Return 

Internal 

Revenue 

Service 

If W/H is Deposit 

(F. 8109) 

Due 

Date 
   

Up to 

$50,000  

monthly 15
th

 of 

the 

follow. 

month 

Greater 

than 

$50,000 

with 

each 

payroll 

3 

banking 

days 

 

Internal 

Revenue 

Service 

 

April 15, July 31, October 

31, January 31 

 

January 31 

   

State W/H for Income 

Tax/SDI/SUI/ETT 

EDD April 15, July 31, October 

31, January 31  

 

   

W-3 Statements  

1099 Statements 

 

 

 

 

W-2 Forms 

1099 Forms 

Internal 

Revenue 

Service/State 

Franchise Tax 

Board 

 

Recipients of 

Payments 

Due February 28 of each 

year 

 

 

 

 

Due January 31 of each 

year 

   

 

Self-Employment Taxes 

   

Federal Tax for  

Medicare/SS for the self-

employed (includes 

actively managing or 

working members of 

LLC’s) 

Internal 

Revenue 

Service 

 

Schedule SE 

15.3% of net profit, if net 

profit is $400 and up to 

$113700 (eff. 2009), 2.9% 

thereafter. 

Annual Return due  

April 15 

Quarterly estimated 

payments may be required 

(see Federal Income 

Taxes) 
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Helpful Publications from the Internal Revenue Service 

 

Number Content  

3207 

(CD) 

The Small Business Resource Guide (2005) – a Reference Guide 

for Small Businesses and Self-Employed Taxpayers 

 

     15 Employer’s Tax Guide, Circular E  

15a Supplement to Employer’s Tax Guide  

334 Tax Guide for Small Business (incl. Self-Employment Tax)  

463 Travel, Entertainment, Gift Expenses, Car Expenses  

505 Tax Withholding and Estimated Tax  

509  Tax Calendar  

510 Excise Taxes  

531 Reporting Tip Income  

535 Business Expenses  

538 Accounting Periods and Methods  

541 Tax Information on Partnerships  

542 Tax Information on Corporations  

544 Sales, and other Dispositions, of Assets  

551 Basis of Assets  

552 Record Keeping for Individuals  

560 Retirement Plans for Small Business  

583 Starting a Business and Keeping Records  

587 Business Use of Your Home  

910 Guide to Free Tax Services  

911 Tax Information for Direct Sellers  

946 How to Depreciate Property  
 

 

To obtain a copy of any of these publications, which are free, you can  

 

_ visit irs.gov and click on Resources and Forms and Publications  

   to review and download (Fill-in forms are now also available; requires Adobe Acrobat 

5.1 >), or 

 

_ call 1-800-829-3676 to have them mailed to you. 

 

EFTPS is a free electronic tax payment system offered by the U.S. Treasury that gives businesses 

the convenience of making all their federal tax payment by phone or personal computer (PC), 

24 hours a day seven days a week from any location.  You need to complete an enrollment form 

to join the system; contact IRS for specifics.   
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Resources and links: 

Organization Website Comments 

US Internal 

Revenue Service 

irs.gov Federal Tax guidance and forms, 

Employer (Taxpayer) ID 

CA Franchise Tax 

Board 

ftb.ca.gov State Income Tax guidance, Forms, e-

filing 

CA Board of 

Equalization 

boe.ca.gov Sales and Use Tax guidance and 

forms, e-filing 

CA Employment 

Development 

Dept. 

edd.ca.gov Payroll Tax guidance (SDI/SUI/ETT 

etc.) and forms, e-filing, Independent 

Contractor reporting 

Yahoo yahoo.com/taxes Information, Federal and State forms, 

resources, preparers 
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Chapter 12         Technology Uses 
 

Overview 

 

Technology can be the saving grace or the nemesis of small business. Chosen and used 

properly, technology will save you time and money and allow you to operate your business in 

ways impossible without it. Chosen and used improperly, technology will waste time and 

money, detract from your business and become the problem employee that can’t be retrained 

or fired. 

   

Technology is the body of tools, machines, materials, techniques, and processes used to 

produce goods and services and satisfy human needs. The application of technology is any 

method, process, or system using special tools and techniques to achieve a goal. The work of 

choosing and using technology is a challenge! 

 

� The most important task in choosing technology is getting clear on your needs. It is 

important to write out in detail the intended use of the technology being considered. 

Your time is the most valuable asset you have and should be used to make your 

business successful. 

 

� Learning new technology and/or becoming a technology whiz can be a distraction. Don’t 

buy technology that requires a lot of your time to learn, operate and maintain.  

 

� If you have the money, hire a technologist to set you up and consult as needed.  

 

� There are organizations like SBDC/TAP who may be able to help you choose and apply 

technology 

 

There are two, use categories for technology:  

 

• Must have to operate,  

• All others.  

 

When starting a small business, limit your purchases and commitments to ‘must have’. 

Examples include:  

 

� Desk, chair, phone, fax, business cards, brochure, letterhead, file cabinet, office 

supplies, all of which are readily available at local Office Suppliers. There are many 

successful small businesses that are low tech. Overhead is often thought of as the cost 

of doing business, in terms of dollars. In fact your time is the most valuable commodity 

when starting out, so guard your time and be cautious in committing to the use of any 

technology which could drain away your time from running your business.  



   

Chapter 12 2 10/1/2014 
 

� A cell phone is a must. It allows you to always be available for calls, no matter where 

you are.  

� Consider a phone, which allows you to set up a virtual office wherever you are and that 

backs up your contact list. Your contact list is extremely valuable and if lost could result 

in the failure of your business.  

  

 

Buying a Business Computer 

 

A business computer may be a good purchase, provided you are computer literate and you are 

clear about how the computer will serve you. If you are computer literate you are already 

familiar with the standard suite of gear: computer, software and printer.  

 

To use the Internet (go “on-line”) requires software for the Internet connection and a 

subscription with an Internet service provider (ISP). A Digital Subscriber line (DSL) is available in 

most locations, which is a reliable and fast connection.   

 

Choosing a laptop or desktop, PC or Mac is personal choice. They are all compatible; essentially 

do the same thing and you get what you pay for. Screen size and speed are price drivers and 

both are performance related, i.e. if you have the extra money go for the big screen and fast 

system.  

 

• Be advised that laptops are often stolen; so if you elect to put your business on a 

laptop, guard it with your life!  

• Since you are computer literate, you know to ‘back-up’ your system daily and store 

the back-up data in a place separate from your computer.  

• Desktop systems are also often stolen, so protect your self. On-line services, such as 

Quick Books, offer a service, which allows you to back up your business records in a 

virtual location.  

• Keep in mind that when the day comes when you need to take your records local 

there’s a downloading procedure from the virtual office to the real office which you 

need to learn before any downloading can be done.  

  

If you are not computer literate and know you will need a computer to start your business, take 

a course at a local adult school or at a community college, or private lessons. Treat the 

‘computer’ as a project and get it under your belt before you start your business. Learning 

‘computer technology’ can be a full time job and should be done before, not while, starting up a 

business.  

 

Wireless operation is becoming more popular as can be witnessed by going into some coffee 

shops. Most new laptops come with a built-in wireless capability and therefore you are free to 

wander and work. For those who enjoy working at a coffee shop and being able to get on-line, 

wireless makes that possible. You can also install a wireless network at home so you can 
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wander about your apartment or house and stay connected to the web and other computers 

and peripherals.  

  

 

Choosing the Right Software 

  

• Perhaps the first software to buy is for writing a business plan (Refer to chapter 2 for 

details). Yes, you need a business plan!  

• The next software to consider is the office suite, e.g. Microsoft ‘MS-Word’, ‘MS-Excel’ 

and ‘MS-Power Point’. Word is needed to write and read correspondence, Excel is 

needed to do lists and spreadsheets and Power Point can be used to create 

presentations. (If you plan on doing a lot of presentations, consider a laptop and digital 

projector combination.)  

• You may purchase software for doing business, e.g. Quick Books or MYOB (Refer to 

chapter 9 for details). Unless you are proficient in accounting, it is best to have a 

professional set your books up.  

• If you are project oriented and wish to program your work and keep track of your 

progress against a schedule, project management software may be a good purchase, 

e.g. Microsoft Project. 

• Desktop publishing software may be of interest, if your business requires frequent 

generation of advertising material, a newsletter, etc.  

• Database software may be of interest, if your business inherently generates significant 

amounts of data, which needs to be organized and kept for long periods of time. Consult 

a professional, network with like business owners and proceed with caution. Database 

software is a long-term commitment and typically has maintenance fees.       

• Finally, you may need a website and may choose to create a web site using either 

Dream Maker or Front Page. Again don’t be distracted learning software if you are not 

already computer proficient. Better to pay someone to do your website and save your 

time for running your business. 

 

Learning and using software can be labor intensive and a distraction; plan on at least 40 hours 

to learn most software packages. If you are computer challenged and/or very busy, take a 

course versus trying to learn new software on your own - and before you start your business. 

There’s occasionally a desire to create software, which exactly meets your needs versus using 

commercially available packages. Stay with the “off the shelf” product if at all possible.   

 

 

Point of Sale Terminal (POS) 

 

If you are starting a retail business, more may be required than a simple cash register.  

 

• POS terminals can be computer based and include a live connection for banking, e.g. 

processing a credit or ATM card transaction.  
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• Also the terminal may be programmable to price items from reading bar codes, display 

running totals for customer viewing, and  

• networked with a business computer to maintain records of what was sold, which 

allows near real time inventory control.  

 

Again, specifying, buying, installing and learning to use a ‘point of sale terminal’ is a serious 

under-taking. It is always good to look at what businesses similar to yours are using. Visit a few 

stores, ask questions and get familiar with the technology they are using before contacting a 

vendor. Buy only what you need and make sure that whatever you buy is upgradeable.  

 

 

The Internet and your Business 

 

The Internet has become part of our lives and integral with doing business. Many potential 

customers and vendors expect your business card to have your e-mail address and web site on 

it.  

 

• The value of a web site and e-mail is that customers and vendors can contact you 24 

hours a day, 7 days a week (“24/7”). Many business owners choose to use a portable 

text messaging device so they can receive and answer e-mails from any location, e.g. 

BlackBerry  

• If your web site is set up properly, customers may be able to do business with you 

without ever talking to you personally (“E-Business”).  

• You have the option to simply buy the service from one of the Internet vendors, versus 

create your own, e.g. Yahoo.com, Small Business. Internet vendors, for a monthly fee, 

will provide you with a ‘virtual storefront’ and handle your transactions. You are left 

with executing the orders, i.e. packaging and shipping.  

• Doing business over the Internet is very competitive and not as easy as one might think. 

A lower risk way of entering into the fray is to start by selling through “e-bay”. 

• A major difficulty with E-Business is how to market the site. This needs to be addressed 

effectively in your marketing plan (Refer to chapter 6). 

 

Do not play the game if you are not ready. There’s plenty of time to upgrade your business after 

you are in operation. One of the delights of doing business with a small business is that you talk 

to a real person, get personal service and the person you are talking to is the owner! This has 

real value and consequently you can charge more money than a larger business for the same 

service. E-mail and a web site are useful but not as personal as you answering the phone or 

face-to-face contact. 

 

The internet can be a great and free resource to you. You can check out competitors sites, look 

up demographics data for your industry, buy things on-line for your business, download forms, 

etc. It’s like having a virtual library on your desk or wherever you can get on on-line. It can also 

be addictive and waste hours of you time looking at the news, weather, shopping, etc. 

Discipline yourself so that you do not waste valuable time doing non-business related surfing.  
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Resources and links: 

 

Subject Organization Website Comments 

 

Internet/Web 

Services 

HostCompare hostcompare.com Lists web hosting 

services and fees by 

different needs 

categories; has 

introductory guide to 

web hosting 

 Register.com register.com 

 

Registrars, Internet 

Services  

 Addme.com addme.com Resource for 

Webmasters and 

Small Businesses, 

“free stuff” links  

 gethits.com 

 Yahoo Div., 

Small Bus. 

MIVA 

gethits.com 

 

 

mivamerchant.com 

Services offering to 

improve search 

engine traffic to 

business websites 

 e-Market 

Services 

emarketservices.com Guide to over 800 

electronic 

marketplaces 
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Chapter 13           Franchising 
 

Overview 

 

The franchise business is a system by which the owner of a product, service or business system 

(Franchisor) licenses others (Franchisees) to use its product, service or business system within a 

defined territory following the guidelines established by the Franchisor.  Franchising has been part 

of the business scene in this country for over 100 years and many of the finest brand names we 

know are franchised including hotels, restaurants, all types of retail stores, auto service stations, 

new car dealers, hair salons …….almost any field you can name. 

 

Anyone who is considering going into business for themselves and is: (1) not sure of what field to 

get into or (2) concerned about their having the knowledge or skill level to conduct a certain 

business, should look into franchising because is offers many advantages, and some 

disadvantages, over going into business by yourself. 

 

“You’re in business for yourself but not by yourself” is an old saying in the franchise business and is 

true when there is a good fit between a reputable franchisor and a qualified franchisee.  However, 

there have been cases when this relationship has been less than successful.  In the following pages 

we are going to summarize the franchise industry and advise what to look for in evaluating and 

selecting a franchisor. 

 

 

The Franchise System 

 

For the person looking into a franchise for a small business, the franchise system is generally the 

same and works as follows: 

 

1. Legal Requirements.  Check with your local State for applicable rules. In California all 

companies offering franchises, whether headquartered in California or not, must be 

registered with the Department of Corporations (DOC) and must also have an offering 

document which has been approved by the DOC.  This document is made by the Franchisor 

following exacting guidelines set by the DOC.  The document is called a Uniform Franchise 

Offering Circular (UFOC) and its purpose is to explain the franchise offering and details 

about the franchisor in simple, non-legal, language.  The Franchisor is required to give this 

document to the prospective franchisee on their first face–to-face meeting and to have the 

prospective franchisee sign a receipt for it.  The prospective franchisee cannot purchase 

the franchise for 10 business days after receiving the UFOC.  Appendix 14-A provides a list 

of the information contained in the UFOC. 

 

2. Fees.  Franchisors generally charge two fees for themselves:  A Franchise Fee, payable on 

the purchase of the franchise plus an on-going Royalty Fee which is a percentage of gross 

sales, payable weekly or monthly, for the duration of the Franchise Agreement.  These fees 
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can vary widely but for the popular small retail and service franchises they generally range 

about $15,000 to $35,000 for the Franchise Fee and 3% to 7% for the Royalty Fee.   

 

3. Advertising.  Most franchisors will collect and administer a trust for Advertising fees.  These 

fees generally range from 2% to 7% of gross sales and are payable weekly or monthly for 

the duration of the Franchise Agreement.  These fees are usually put into an Advertising 

Trust and the Franchisor is responsible for collecting the fees and overseeing their 

expenditure.  Many franchise systems have an Advertising Committee, which is usually 

made up of franchisees, the franchisor and the Ad Agency. The Advertising committee 

decides how the advertising money shall be spent.  Some franchisors require the franchisee 

to pay a fee to cover advertising expenses for the “grand opening” of the facility. 

 

4. Franchisor’s Responsibilities.  Franchisor responsibilities vary greatly from one Franchise to 

another but generally speaking the Franchisor is responsible for: (1) assistance in locating a 

site, (2) approving the site, (3) initial training of the franchisee (and maybe others) on how 

to run the business, (4) arrangements with vendors for inventory and supplies (some 

franchisors sell supplies), (5) assistance in initial start-up of the operation, (6) on-going 

assistance for the duration of the contract and (7) allowing the Franchisee the use of its 

service marks, logos, patents, business systems, etc. 

 

5. Franchisee’s Responsibilities.  Generally the Franchisee does not have many rights under 

the Franchise Agreement.  The Franchisee is the owner of the facility and has all the 

responsibilities that are associated with that, including insurance, profit and loss, customer 

relations, management, organization of workforce, receivables, payables, etc. 

 

 

Part I - Evaluating a Franchise 

 

After the prospective franchisee has signed the receipt for the UFOC and listened to the 

Franchisor’s sales proposal, he or she must decide if they should purchase the Franchise or not.  

The Franchise is evaluated by the prospective franchisee performing his or her “due diligence”.  

While we are addressing franchises in this section, “due diligence” should be done on any business 

venture that a person is considering.  It’s just good common sense, especially when making a 

decision that may affect you and your family’s lifestyle and future. 

 

The following is a list of recommended things to do: 

 

� Read and understand the sales literature, UFOC and Franchise Agreement.  Know all the 

terms of your agreement and all the costs required to get in to business. 

 

� Visit the Franchisor’s headquarters, meet with the Officers and Managers and evaluate 

their knowledge and experience. 

 

� Give yourself plenty of room to maneuver financially.  Plan for more expense and slower 

profitability that you think you need.  A well run franchisor should determine at the first 
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contact if a prospective franchisee has the funds or borrowing power to successfully get 

into the franchised business. 

 

� Visit and talk to as many operating, non-operating and terminated franchisees as possible.  

Keep in mind that the franchisor and its franchisees want to have growth (as long as you 

are not locating next to them) so they should be positive.  Too many negative remarks 

could be a warning sign. 

 

� Consult any advisors that you feel might be helpful to you including an attorney, 

accountant and a SCORE counselor. 

 

� Take your time and be thorough in your investigation.  Short cutting your due diligence can 

increase your chance of failure.  Franchises are generally sold by the Franchisor through a 

commissioned salesman or by a franchise broker who generally gets paid by the sale.  

Some franchise sales persons may try to rush you into a decision.  Do your due diligence on 

your timetable, not theirs. 

 

� Evaluate yourself as compared to other franchisees in the system that you meet and talk 

to.  Do you fit in?  Make sure that you are comfortable with what you have to do. 

 

� Do comparative analyses of other franchises in the same business.  How does your 

franchise stack up?  

 

� Ask all the questions that you can.  Nothing is too trivial to ask. 

 

� Involve your wife and any other family members that your decision may affect.  It is 

important that everyone concerned with this decision be on the same page.  This is your 

future lifestyle you are deciding. 

 

 

 

Advantages and Disadvantages of Franchising 

 

The following are some advantages and disadvantages of Franchising compared to going into 

business for your self.  They should be considered in your franchise evaluation: 

 

ADVANTAGES 

• Franchisor provides training and assistance 

• Franchisor provides name or service recognition 

• Franchisor provides facility designs, layouts, displays, fixtures, etc. 

• Franchisor should provide trade mark and possibly patent protection 

• Capital investment is provided in accordance with the Franchisor’s previous experience 

• Savings may be obtained by Franchisor’s overall purchasing power 

• Savings on advertising and advertising in more types of media may be realized 
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DISADVANTAGES 

• Franchisor charges a Franchise Fee and a Royalty fee 

• Franchisor usually collects an Advertising fee 

• Franchisor may not provide an exclusive territory 

• The Franchise Agreement is slanted toward the Franchisor 

• Management decisions may be subject to Franchisor’s approval 

• Franchisee’s personal identity will not be as strong 

• The Franchisee has to follow the Franchisor’s system. 

• Future expansion will also be under another Franchise Agreement 

 

Checklists for Franchisees 

 

The prospective franchisee should have many questions about the franchise.  This section lists 

some of them and indicates to whom they should ask or where the answers should be found. 

 

Answers contained in the UFOC  

 

� How long has the franchisor been in business and how many units does it operate? 

� How long have they been selling franchises? 

� Is it a subsidiary of another company?  If so, who is the parent company and who is signing 

the Franchise Agreement? 

� What is the franchisor’s financial condition? 

� Does the franchisor have a history of lawsuits? 

� How many franchisees? Where are they located? 

� Is the product protected by trademarks or copyrights? 

� To what extent is your trade area exclusive and under what conditions can it be expanded? 

 

Questions to ask the Franchisor 

 

� Do you help with the financing of the Franchise Fee?  If so, is there any cost? 

� Do you give assistance finding a suitable site?  If so, what help? 

� Will you help the franchisee negotiate a lease?  If so, what help? 

� Will you sign the lease and sub-lease to the franchisee?  If so, is there any cost? 

� Do you provide an ongoing training program for future employees? 

� What continuing management assistance is available to the franchisee?  If so, is there a 

charge? 

� Do you make available your qualified personnel to help in emergencies? 

� Explain how the Advertising Fund is administered, how the funds are spent and by whom. 

� How much control do you have over the format and cost of local advertising? 

� What assistance or help do you provide with opening inventory and supplies? 

� Do you provide ongoing assistance or training for purchasing or inventory control?  If so, 

describe. 

� Do you provide designs and specifications for layouts and displays?  If so, describe. 

� Can the prospective franchisee review your operating manuals prior to purchase of the 

franchise? 
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Questions to ask Existing Franchisees 

 

� What was your total investment to get started? 

� Were there any hidden or unexpected costs? 

� How long did it take you to breakeven?  Did the breakeven include a reasonable salary for 

you? 

� Has the franchise been as profitable as you expected? 

� Are you satisfied with the price, quality and delivery of the products that you are required 

to purchase from the franchisor or its designated supplier? 

� Explain the training you received from the franchisor.  Was it adequate?  Did it meet your 

expectations?  Where was it held? 

� Have you ever had a serious disagreement with the franchisor?  What about?  Was it 

settled amicably? 

� Does the franchisor respond promptly and helpfully to your questions and requests? 

� Are you satisfied with the Marketing and Advertising assistance you receive from the 

franchisor? 

� If you could change your Franchise Agreement, what would you change? 

� Would you advise others to purchase a franchise? 

� Are there things that you have done, over and above the franchisor’s recommendations, to 

make your franchise more successful? 

� Do you have the right to the franchisor’s latest innovations? 

� If there is a sales quota of any type, is it attainable? 

� Are you expected to furnish any reports or information to the franchisor in excess of that 

required in the Franchise Agreement? 

� Do you have to purchase supplies from the franchisor or a designated supplier?  Is there a 

minimum quantity per month, year, etc.? 

� Are the administrative and bookkeeping procedures simple and well run? 

� What manuals and systems were you provided with? 

 

Answers contained in the Franchise Agreement 

 

� Are the rights and obligations of both parties clearly stated? 

� Is the contract specific to the type and size of operation you are expected to own? 

� Are the nature, extent, duration and cost of your training clearly defined? 

� Are all the payments made to the franchisor clearly specified and defined? 

� Can the Franchise Agreement be renewed?  If it can, what are the terms and cost? 

� If leasing a location, what assistance does the franchisor provide?  Are you required to 

lease from the franchisor?  Must the lease term be the same as the franchise?  Can the 

lease be renewed if the franchise is renewed? 

� Can you sell your interest in the franchise with the franchisor’s approval of the purchaser? 

� Can you terminate the contract?  If so, what are the cost and penalties? 

� When and how can the franchisor terminate the Franchise Agreement? 

� If the franchisee defaults on the Franchise Agreement, how much time is allowed to rectify 

the default? 
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� Is there an arbitration clause?  If so where does the arbitration take place and under what 

state law? 

� What happen in case of a prolonged illness or death?  Has succession been clearly 

addressed? 

� Is the franchisee prevented from engaging in any other business activity for the duration of 

the Franchise Agreement? 

� Is the franchisee prevented from owning a competing business for a number of years after 

the termination of the Franchise Agreement? 

 

Question to Ask Yourself 

 

� Before signing the Franchise Agreement ask yourself, “Am I sure that the franchise can do 

something for me that I can not do for myself?” 

 

Resources and links: 

Subject Website/Address Comments 

Franchising Resources franchise.org 

International Franchise Assoc. 

1350 New York Ave., Ste 900 

NW 

Washington, DC 2005-4709 

 

Free franchising basics course, 

other resources. IFA is a 

membership organization of 

franchisors, franchisees and 

suppliers 

Finding available 

franchises* 

franchiseopportunities.com 

FindAFranchise.com 

bison.com 

List available franchises by 

category, 

matching visitors with a franchise 

in order to make a sale 

Franchising 

Consultants* 

http://www.frannet.com 

 

francorp.com 

Network of franchise consultants, 

free local seminars on franchising. 

Service focused on helping 

franchisors 

CA Licensors/Regulators corp.ca.gov 

Calif. Department of 

Corporations 

1390 Market St., Suite 810 

San Francisco, CA 90013 

Tel. 415-557-3787 

 

Registrar of Franchisors, reviews 

and approves Uniform Franchise 

Offering Circulars 

Non-registration State 

licensors, guides, alerts 

Federal Trade Commission 

ftc.gov/bcp/franchise/netfran 

Buying guides for franchisees, how 

to avoid fraudulent business 

opportunities 

American Association of 

Franchisees and  Dealers 

aafd.org Promotes Total Quality Franchise 

relationships 

 

* = SCORE has no association with these parties nor makes any particular recommendation 
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Part II - Franchising an Existing Business 

 

Many successful small business owners want to expand their one store operation and add more 

outlets to grow and maximize profits.  There are two basic ways to expand and each has its own 

advantages.   

 

The avenue most chosen is to expand the existing facility or build and operate a second location 

which is normally financed with a bank loan.  Some time later future locations may be built using 

basically the same formula.  The advantages of this method are that the owner maintains control 

of all the operations and retains all the profits and equity built up over the years. 

 

The second avenue is expansion through franchising.  Franchising is not for every business model 

or business owner.  It takes capital; time and commitment to run a completely different type of 

business (see analysis below).  The advantages of franchising are fast growth with relatively small 

capital expenditure because the expansion is essentially funded by the franchisees.  The franchise 

company has operating costs, which must be covered by the royalty income to make a franchising 

profit. 

 

Many people own a small business and think that they can easily expand by franchising.  

McDonalds is the example usually cited and rightfully so because it is the best known and put the 

franchising of small business on the map.  However, it should be understood that franchising is 

risky and that some franchise companies never really get off the ground. 

 

Should I Franchise my Business? 

 

A person considering franchising his or her business should analyze themselves and their own 

business prior to making the decision to franchise.  The following are a few questions to help with 

the analysis: 

 

1. Is your business profitable? 

2. Is there something distinctive or unique about your business? 

3. Has the business you are planning to franchise been in operation for some time? 

4. Do you have adequate financial resources to fund your expansion? 

5. Will a franchisee obtain an adequate return on his or her investment? 

6. Will the projected fees and royalty income you receive from franchising offer you a 

significant profit? 

7. Can your business be easily taught to others? 

8. Will your concept be successful in other markets? 

9. Are you willing to learn the methods and techniques required for franchising? 

10. Are you prepared to commit to supporting your franchisees? 

11. Are you prepared to enforce standards? 

12. Is your trademark or service mark capable of being registered? 

13. Can your business be standardized?  

 

 



   

Chapter 13 8 10/1/2014 

 

What are the steps to become a franchisor? 

 

Generally the steps in starting a franchise are as follows: 

 

1. Get your logo trademarked nationally along with any other thing that can be nationally 

trademarked or patented.  The more proprietary things you have, the more unique your 

business is and the more you have to offer your franchisee.  State trademarks are nice but 

you should to have national marks.  A copyright/trademark attorney will do this for you. 

 

2.  You should have a separate corporation for selling franchises as opposed to your main 

business. Have the right business structure.  For protection against personal assets, it 

should be a Sub S Corporation or a Limited Liability Company. You should consult your 

attorney and accountant on this matter. 

 

3. Start thinking about and formulating the mechanics of exactly what you are going to 

franchise and how you are going to go about it.  It can not be stressed enough how 

important it is to think everything through at this time because this is the basis for your 

future documents, so get it right the first time so you don’t have to correct mistakes later. 

 

4. Develop a “Confidential Operations Manual”.  This should contain everything you know 

(and your franchisees should know) about running a business like yours successfully.  This 

should cover every aspect of your business i.e., marketing, recruiting and training, 

personnel, operations, bookkeeping, etc. and all your “Trade Secrets”.  This is written by 

you. 

 

5. After steps 3 & 4 are resolved you will have enough information to have a Uniform 

Franchise Offering Circular (UFOC) made.  In California the UFOC is submitted to the 

Department of Corporations (DOC) for approval.  Your franchise attorney will do this for 

you. 

 

6. Develop and have professionally printed a multi-color Franchise Sales brochure and 

franchisee application.  This is written and developed by you or an advertising agency. 

 

7. Once the DOC approves your UFOC you are ready to start selling franchises in California. 

Check with your State Department of Commerce for required approvals in other States. 

 

The cost of the above can range from $25,000 to $75,000.  In parallel with the above steps the 

franchise company should be started, staffed and housed, preferably in a separate office from the 

franchised business.   

 

There are several ways to organize the structure of the franchise offering to expand both within 

California and across the United States but we are not going to pursue them in this document. 

 

 



   

Chapter 13 9 10/1/2014 

Appendix 14-A 

 

The Uniform Franchise Offering Circular (UFOC) requires all companies selling franchises in 

California to provide certain information about themselves and the franchised business 

opportunity they are offering.  The UFOC contains detailed information on the following topics: 

 

1. Identifies franchisor and any predecessors, and describes their experience. 

2. Identifies and describes the business experience of franchisors’ officers, directors and 

management personnel responsible for franchise services such as training, support, etc. 

3. Any lawsuits involving franchisor and its directors, officers and management 

4. Any previous bankruptcies involving the franchisor, its directors, officers and management 

5. Initial franchise fee and any other required initial payments 

6. Other fees such as continuing Royalty payments required after the franchise opens. 

7. The initial investment (usually in cash) 

8. Any restrictions on quality of goods and services used; where they may be purchased, 

including restriction requiring purchase from franchisor or affiliates. 

9. What assistance, if any, is available from franchisor or its affiliates in financing purchase of 

the franchise 

10. What restriction exists of goods or services the franchisee is permitted to sell. 

11. Any restrictions on customers with whom franchisee may deal 

12. What territorial protection will be granted to the franchisee? 

13. Conditions for repurchase of franchise, or refusing renewal, or franchisee selling to a third 

party, or modification or termination by either party. 

14. Description of training programs provided to the franchisee. 

15. Involvement of any celebrities or public figures in the franchise 

16. What assistance, if any, will franchisor provide in site selection 

17. Statistics about: recent and projected number of franchises; number of franchises that 

were terminated, not renewed, or repurchased. 

18. Franchisors’ audited financial statements 

19. Extent to which the Franchisee must personally participate in the operation of the 

franchise 
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20. Complete statement of the basis for any earnings claims made to franchisee, including 

percentage of existing franchises that have actually achieved the results claimed 

21. Names and addresses of other franchisees 

 

Check with your local State to find out what mandates apply to you. 
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Chapter 14      Exporting and Importing   
 

Overview 

 

Over 15 percent of the national output of goods and services goes into Foreign Trade and 

provides 1 in 7 jobs. It is not just for large corporations - small businesses contribute a 

substantial portion and benefit from it. However, several factors make this different from a 

Domestic transaction: 

 

• Longer distances 

• Different languages  

• Different currency 

• Different specifications  

• Political, economic and cultural differences.  
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Basics of Exporting 

 

An exporter is an intermediary between a foreign customer and a local supplier. The exporter 

submits an offer to an importer in the foreign country, obtains acceptance and ships goods 

against payment.  Foreign importers may be manufacturers, wholesalers, retailers or end users.  

 

• A product driven exporter must find foreign markets and develop an effective 

sales strategy. 

• A market driven exporter must come up with suitable products to supply an 

export market.  

 

 

Basics of Importing 

 

An importer is an intermediary between a foreign supplier and a domestic customer. The 

importer obtains an offer from an exporter in the foreign country and pays to have the goods 

shipped. Domestic customers may be manufacturers, wholesalers, retailers or end users.  

 

• A product driven importer must find local markets for the products imported 

and develop an effective sales strategy. 

• A market driven importer must find suitable products in a foreign country for 

import and sale in the U.S.A. 

 

Products are imported because they either: 

• Offer a cost advantage ( help to meet competition) 

• Are not available locally (e.g. spices, foods, electronics)  

• Have special appeal (Vehicles, fashions, Wines, etc.)  

 

Do a thorough research to determine which of the following, if any, is required for, or might 

affect, the importation of a product into the U.S.A.:  

 

• Permits and Licenses in the Country of Export 

• Regulations in the U.S.A.:  

o Anti Dumping  

o Restrictions – Quotas 

o Preferences/Trade Agreements (e.g. NAFTA, WTO, MFN, etc.)   

• Regulatory Agencies (some examples) 

� U.S. Customs 

� Food & Drug Administration 

� Department of Agriculture 

� Fish & Wildlife 

� Consumer Products Safety Commission 

� State & Local Agencies 

 



   

Chapter 14 3 10/1/2014 
 
 

 

Planning and Preparation 

 

The business plan of a foreign trader follows the outlines described in earlier chapters.  The 

marketing plan needs to address trends, conditions and competition in the foreign (exporter) or 

domestic (importer) markets. Do research and use data from: 

 

• The National Trade Data Bank,  

• U.S. Department of Commerce 

• Market research reports and country guides,  

• The U.S. Foreign Consular Service,  

• Local export assistance centers,  

• Internet resources,  

• Travel to your destination markets.  

 

Define the marketing strategy:  

• Direct vs. Indirect Sales 

• Using Agents vs. Representatives vs. Distributors  

• Selling through Trading Companies 

• Selling over the Internet.  

 

Investigate and define what is required to modify the products to adapt them to the foreign 

(exporter) or domestic (importer) markets. 

 

When entering or setting up agreements (with distributors, agents or suppliers) they need to 

cover at minimum: 

 

• Length of the agreement  

• Territory 

• Exclusivity 

• Performance guarantees 

•  Marketing support  

• Conflict resolution (e.g. International Chamber of Commerce) and Governing 

Laws  

• Payment terms and rules 

 

The Export Process  

 

Submit the offer, along with a Pro-Forma Invoice, detailing: 

  

• Clear and complete Description of the Goods (Size, Weight, Color, Packaging) 

• Quantity 

• Price & Currency of payment 
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•  Shipping Terms, e.g. CIF (Cost, Insurance, Freight), C&F (Cost and Freight), FOB 

(Free on Board), FAS (Free alongside Ship), etc. These are INCO terms 

internationally recognized and described at i-b-t.net/incoterms. 

• Payment Terms, e.g. Letter of Credit (L/C), Documents against Payment (DP), 

Telegraphic Transfer (TT), Open Account, Credit Cards (?) 

• Other required Documents, e.g. Inspection Certificate, Weight Certificate, 

Consular Invoice, FDA Certificate 

 

Once accepted, and complied with (e.g. L/C confirmed), proceed with making or procuring the 

goods and prepare them for shipment by: 

 

• Selecting Freight Forwarder, who can then assist with these steps: 

• Selecting mode of transport (Ship or Airline or Consolidator)   

• Providing export packing, if necessary 

• Filling out the Export Declaration 

• Obtaining Insurance 

  

Next verify that all required documents are available and complete to be presented for 

payment through the processing bank: 

 

• Invoice and Packing List 

• Bill of Lading 

• Insurance Certificate 

• Other Documents as called for 

 

For samples go to www.tradeport.org/ts/transport/expdocs.html  

 

 

The Import Process  

 

Obtain an offer from the foreign country, along with a Pro-Forma Invoice (see requirements 

under the Export Process section). 

Review it carefully to fully understand the commitments it includes, particularly the items 

relating to: 

 

• Pricing  

• Shipping charges  

• INCO – International Chamber of Commerce - terms   

• Payment and currency terms. 

 

After accepting and complying with the terms of the contract (e.g. setting up a L/C)  prepare for 

handling and clearing the incoming shipment through U.S. Customs by taking any of the 

following steps depending on what is required in your contract with the supplier (per INCO 

terms): 
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• Selecting an independent Inspection Service at the source (if necessary) 

• Selecting a Shipping Method (if necessary) 

• Obtaining Insurance (if necessary) 

• Selecting a Customs Broker & Freight Forwarder 

 

and lining up the applicable documents: 

 

• Bill of Lading 

• Commercial Invoice 

• Packing List 

• Certificate of Origin 

• Other Documents required, e.g. FDA, Dept. of Agriculture 

• Customs Bond (Broker’s – unless you post your own) 

 

For more details, go to www.customs.gov.  

 

Once shipment cleared customs, it can be forwarded either 

 

• Directly to your customer within the U.S., or  

• To a warehouse in a Free Trade Zone for indenting or transshipment to a foreign 

location, or  

• To a store at your business, or 

• To an outside warehouse   

 

Products must be prepared to meet requirements dictated by the market or imposed by 

regulatory agencies, e.g.: 

 

• Packaging 

• Labeling 

• Bar-coding  ( www.uc-council.org) 

• Codes & Regulations 

• After sale service  

• Operating instructions  

 

  

  

You will need to consider all your cost components in pricing your products, including 

(depending on the terms of your contract) the FOB value, export packing, hauling at origin, 

ocean/airfreight, wharfage at origin, insurance, financing interest, fees for L/C, and customs fee 

and duties, hauling at destination, warehousing, overhead, etc. 

 

 

 

For products made outside of the USA you - as an importer - are considered to be the original manufacturer and as 

such you are exposed to product liability!     Get Insurance! 
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Financing International Trade 

 

The most secure mode to pay or get paid in this country is through an irrevocable and 

confirmed Letter of Credit (L/C). It and a selection of other payment instruments, is available 

from internationally active banks which have correspondent banks in the other country and 

charge a fee for the service, payable by the applicant.  

The preferred currency of payment for a U.S exporter or importer is in U.S dollars.   If the 

payment terms of the L/C specify to be paid in the currency of another country the 

exporter/importer is exposed to the risks of fluctuating exchange rates between the foreign 

currency and the U.S. dollar. 

 

To hedge against such fluctuations one can buy a forward cover contract through one of the 

internationally active banks. Such a contract guarantees the rate of exchange at the time the 

currency must be purchased for payment.  There are fees involved in such transactions.  To 

avoid this risk use U.S. currency in contracts whenever possible.  

 

Another is the political risk of interference in commercial transactions between countries. To 

hedge against such risks one can obtain coverage in some instances through the ExIm Bank.  

For details go to www.exim.gov. 

   

 

 

Customs Brokers/Freight Forwarders 

 

Customs Brokers handle transactions with the U.S. Customs Service, including filling out Entry 

Forms, and submitting them and the required attachments, and arranging payment of duties, to 

the government. Fee schedules vary, depending on the scope of services needed, e.g. is a bond 

needed or will the importer maintain one. 

 

Freight Forwarders handle relations with the carriers and consolidators and arrange for the 

transportation of your shipment from origin to destination. They require your detailed 

instructions including the handling of bills of lading (which conveys title to the property) and 

compliance with letters of credit. They have their own offices in destination countries or use 

correspondent partners. Fee schedules also vary, depending on the modes of transport chosen 

and the volume of business tendered.    

 

For businesses in the San Francisco Bay Area a valuable resource is www.cbfanc.org which 

explains and helps locate licensed brokers. 

 

 

 

 

 

 

Common Mistakes in Exporting/Importing 
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� Failure to develop a business plan before starting 

� Knowing the domestic market  

� Realistic pricing 

� Selecting distribution 

� Sufficient advertising and promotion 

 

� Insufficient care in selecting suppliers (Importers) 

� Quantities  -Quality   -Timeliness 

 

� Insufficient care in selecting agents/distributors (Exporters) 

 

� Trying to enter too many markets at once 

 

� Unwillingness to adapt products to markets 

 

� Failure to comply with regulations 

� marking, duties, health, quota issues, etc. 

 

� Insufficient commitment to develop the business – give it enough time 

 

 

Resources 

 

Subject Organization/Address www./Tel./Fax Comments 

Export U.S. Dept. of 

Commerce 

 

export.gov 

 

 

 

stat-usa.gov 

Multi – US – Agency Site 

Worldwide network, 

counseling, research, finding 

rep’s, trade leads, contacts, 

broad range of export 

assistance and statistics,  

U.S. Dept. of 

Commerce 

Oakland Export 

Assistance Center 

1301 Clay St, Ste. 630 

N 

Oakland, California 

94612-5200 

Tel. 510-273-7350 

Rod.Hirsch@mail.doc.gov 

Local support organization 

Export/Import Bank of 

the US 

exim.gov Working capital, credit 

insurance, direct loans, loan 

guarantees for exporters 
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Subject Organization/Address www./Tel./Fax Comments 

Tradeport (site of the 

State of California) 

tradeport.org All about exporting, including 

buyers and trade leads, 

moving goods and obtaining 

financing 

Import U.S. Customs www.customs.gov Links to Duty rates, HTS, 

rulings and regulations, small 

importer info, publications 

and forms 

Finding 

Products 

For Export 

The Thomas Register www.thomasregister.com  

Local libraries  American Business Disk 

Trade Associations List_of_industry_trade_gr

oups_in_the_United_Stat

es 

Source for international 

trade leads, events, and links 

to 8,000 international trade 

related Websites. 

Trade Shows www.tsnn.com Trade Show News Network 

Yellow Pages   

“Big Box Stores”  e.g. Costco 

   

Finding 

Products 

for Import 

Foreign Embassies 

and Consulates in the 

U.S. 

embassy.org  

U.S. Chambers of 

Commerce abroad 

uschamber.com/internati

onal 

 

Foreign Chambers of 

Commerce in the U.S. 

foreign-

trade.com/chambers.htm  

 

 

Trade Shows and 

Missions 

trade-show-advisor.com  

Internet www.asiansources.com 

www.alibaba.com  

www.kompass.com  

tradeeasy.com 

etc.   

 

“Off the Shelf”   

Finding 

Buyers 

and 

Agents 

U.S. Foreign 

Commercial Service 

buyusa.gov  

Foreign Embassies, 

Consulates in the U.S. 

embassy.org  

U.S. Chambers of 

Commerce abroad 
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Chapter 15   Small Business Support Organizations 
 

Overview 

 

Included in this chapter are the following sections: 

 

• SCORE Chapters and Services 

• Small Business Development Centers (SBDC) and Services 

• Workforce Investment Boards and Services 

• Business and Trade Organizations 

 

 

We hope that as you worked through this manual you gained an understanding of the invaluable 

assistance we offer you through SCORE in starting and better managing your business. And we 

hope that our relationship is only just beginning and that you will draw upon our many years of 

direct experience often throughout the life of your business. 

 

Like any business we also rely on feedback from you, our customer, about the services we provide 

which will help us to continuously improve the quality and effectiveness of our offering.  

 

SCORE Chapters and Services 

 

SCORE celebrated 50 years of Volunteer Service in 2014. SCORE “Counselors to America’s Small 

Business” is the premier source for small business advice and counseling in America. Established 

October 5, 1964, SCORE is a nonprofit association dedicated to entrepreneur education and the 

formation, growth and success of small business.  

 

Nationwide more than 10,500 volunteers provide individual counseling -in person and online- and 

business workshops for aspiring entrepreneurs and small business owners. SCORE is a resource 

partner with the U.S. Small Business Administration. 

 

SCORE counselors are active or retired business executives or owners. Avoid some of the pitfalls 

and bumps in the road by learning from their experience. You can take advantage of this free 

service as often as you like for as long as you like.  

 

Go to the national website for our online counseling service or to find the address and contact 

information of your local SCORE chapter. Then call the office to make an appointment for in-

person counseling. Visit the chapters’ websites to learn more about their local programs and 

services.  Join the SCORE online community to participate in helpful discussions of timely topics. 
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Area of Coverage Address Contact Information Website 

 

 

National Office 

 

SCORE Association 

1175 Herndon Parkway, 

Suite 900 

Herndon, VA 20170 

 

Tel: 800-634-0245 

Fax: 703-487-3066 

E-Mail: 

contact.score@sba.gov 

 

score.org 

Also site for 

Online Counseling 

Local Chapters www.score.org 

Go to In Person Mentoring  

and enter your zip code to 

find your local chapter 

office 

  

SCORE 

Community 

Online SCOREFans https://www.faceboo

k.com/SCOREFans 

    

 

 

 

 

 

Small Business Development Centers (SBDC) and Services 

 

The Office of Small Business Development Centers provides management assistance to current 

and prospective small business owners. SBDCs offer one-stop assistance to individuals and small 

businesses by providing a wide variety of information and guidance in central and easily 

accessible branch locations. The program is a cooperative effort of the private sector, the 

educational community and federal, state and local governments and is an integral component 

of Entrepreneurial Development's network of training and counseling services.    

 

To locate your local SBDC go to  

www.sba.gov/aboutsba/sbaprograms/sbdc/index.html 

 

You will be able to obtain counseling, training and technical assistance in specific aspects of 

operating (primarily existing) small businesses. Their services include assisting small businesses 

with financial, marketing, production, organization, engineering and technical problems and 

feasibility studies.  
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Workforce Investment Boards (WIB) and One-Stop Career Centers (OSCC) 

 

WIBs are comprised of representatives from private sector businesses, organized labor, 

community-based organizations, local government agencies, and local education agencies. WIBs 

provide policy guidance, designate operators for their area’s One-Stop Career Centers, and 

oversee the job training activities within their local areas. Their mission is “To provide employers 

and job seekers with universal access to tools, resources and services which assist them with 

obtaining their employment and business goals”. Some SCORE members serve on local WIBs. OSCC 

Operators represent unique joint ventures of public entities, non-profit agencies, and private 

organizations helping businesses and job seekers meet their employment needs. They often have a 

Business Services Representative on staff. Business Services include  

  

Filling Job Vacancies Economic Development HR Services 

Labor Market Info Tax and Salary Credits Business/Downsizing 

Resources 

 

To find your local offices go to onestopmap. 

 

Business and Trade Organizations    

 

There are a number of organizations, which will benefit you throughout the life of your business, 

offering a variety of services, such as 

 

• Information on new equipment and technology  

• Seminars, conferences, and trade fairs 

• Marketing and Advertising strategies and opportunities 

• Statistical information about your trade or industry (i.e. common ratios for 

inventory, assets, wages, advertising, gross margins, net margins, etc.) 

• Forums on growing your personal skills as an entrepreneur 

 

 

Associations  

 

Business and trade associations are a valuable source of information and assistance. 

There are thousands of associations covering virtually every industry so the chances 

are good that you will find one that fits your type of business. Your local County 

Library has the American Encyclopedia of Associations and Ayers’ Dictionary of 

Trade Associations. Many associations have regional (and sometimes local) chapters 

or offices. Most have newsletters for their members. Subscribe to the newsletter 

and connect to information directly related to your business.  
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Chambers of Commerce 

  

Chambers of Commerce provide information on local activities and trends in your 

area (including demographics). They offer business education programs and 

opportunities for you to promote your business and to network with other local 

entrepreneurs (i.e. mixers). They are a good source of information about upcoming 

business activities in your community. They act as a collective representative of 

community business interests to local, state and federal government officials and 

agencies, and as facilitators of economic development, business expansion, 

retention and relocation. Many chambers also host SCORE counseling.  

  

 

Networking Groups 
 

Networking groups and organizations come in various types, but most help you 

avoid the isolation we discussed earlier, and they provide timely information and 

answers to your questions. Some serve as a forum for generating leads or practicing 

your oral presentations. The more you participate, the more beneficial the 

relationship. Meetings of business groups and networking organizations are usually 

listed in the local newspaper under business or community calendars or events.  
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Chapter 16       Resources by Subject 

         from Accounting to Workshops  

 
 

Subject Organization/Address www./Tel./Fax Comments  

Accounting CPA Directory cpadirectory.com 

1-800-CPA-DIRECT 

Nationwide directory of 

Accountants, Bookkeepers, 

CPA’s, CPA License 

Verification, Info on Tax 

and Accounting Issues 

 

  accountinginfo.com US GAAP by Topic, 

Financial Accounting 

Standards, other 

Accounting Principles 

 

Advice and 

Counseling 

SCORE Association 

1175 Herndon Parkway, 

Suite 900 

Herndon, VA 20170 

score.org 

1-800-634-0245 

E-Mail Counseling, E-Mail 

News 

On-line Business Tool Box 

with Small Business Power 

Links, and Learning Center, 

Locator for local SCORE 

chapters 

 

 U.S. Small Business 

Administration 

sba.gov Services provided by the 

US Government to SB (incl. 

SCORE,  SBDC’s) 

 

 Kauffman Foundation 

 

entrepreneurship.org 

 

 

Extensive database on 

starting and growing your 

business 

 

 The Abilities Fund 

332 S. Linn St., # 15 

Iowa City, IA 52240 

abilitiesfund.org Small Business start-up 

guidance for Americans 

with disabilities; some 

grants 

 

 Renaissance 

Entrepreneurship Center 

rencenter.org 

 

Start-up help for low 

income women, business 

training, loan program 

 

 Association of Women’s 

Business Centers 

awbc.org/ Guidance for women 

entrepreneurs; listing of 

centers throughout the US  

 

Arbitration American Arbitration 

Association 

adr.org Out-of-court dispute 

resolution services 

 

Associations Encyclopedia of 

Associations 

gale.cengage.com/DirectoryLibrary/G

ML33507EA%20GDL.pdf 

Information on over 135 

000 Associations 

worldwide 

 

 Silicon Valley Forum svforum.org 

 

Access to affordable, high 

quality technology, 

networking and business 

expertise 

 

Bar Coding GS1US gs1us.org/ 

 

Information, Specifications, 

Tools 
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Barter National Association of 

Trade Exchanges 

natebarter.com/ Listing of trade exchanges 

throughout the US 

 

Business 

Planning 

SCORE 

 

score.org/onlineworkshops/quick-

start-business-plan 

On-line workshop with 

real-life examples 

 

  score.org/resources/business-plans-

financial-statements-template-gallery 

BP outlines, downloadable 

spreadsheets 

 

 SBA sba.gov/writing-business-plan BP outlines  

 Atlas Business Solutions, 

Inc. 

bptools.com 

 

Publisher of “The Ultimate 

Business Planner” Software 

 

 Palo Alto Software, Inc. bplans.com 

 

Publisher of “Business Plan 

Pro” Software, sample 

plans 

 

 JIAN jian.com Publisher of 

“BizPlanBuilder” Software 

 

Businesses for 

Sale 

BizBen.com 

 

bizben.com/ 

Tel. 1- 888-212-4747 

Listing of businesses and 

franchises for sale in CA, 

Listing of Brokers 

 

 

 
BizBuySell – Wall Street 

Journal Site 

bizbuysell.com Listing of businesses for 

sale - globally 

 

 Sunbelt sunbeltnetwork.com Business Broker Network, 

list of over 9000 businesses 

for sale 

 

Contractor’s 

Licenses 

California Contractors 

State Licensing Board 

cslb.ca.gov 

1-800-321-2752 

Applications, Education 

Seminars, Consumer 

Inquiries 

 

Credit Card 

Transactions 

PayPal paypal.com Payment Service for Small 

Business Clients     $$ 

 

Credit Rating/ 

Counseling  

Equifax equifax.com 

1-800-525-6285 

Credit Rating Services 

Credit reports,  

Credit scores, etc. $$ 

 

 

 

Experian 

 

experian.com 

Tel. 1-888-397-3742 

 

Credit Reports on 

Customers, Suppliers, 

Subscription          $$ 

 

 Transunion 

 

transunion.com 

Tel. 1-800-680-7289 

 

 Dun & Bradstreet creditreports.dnb.com  

 Money Management 

International 

moneymanagement.org 

 

Credit Counseling,  

Financial Planning 

 

Employment CA Employment 

Development Dept 

labormarketinfo.edd. 

ca.gov 

Prevailing Wages and 

Salaries, Filling Jobs 

 

 

 

 caljobs.ca.gov Database  with tools for 

employers (resume search, 

job posting) and job 

seekers 

 

 CA Division of 

Occupational Safety and 

Health (Cal OSHA) 

dir.ca.gov/dosh/ 

dosh1.html 

Information about 

workplace safety, 

inspections 

 

 CA Department of 

Industrial Relations 

dir.ca.gov CA Labor Code on wages, 

hours and work rules 
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 US Equal Employment 

Opportunity Commission 

eeoc.gov Information about 

handling of charges of 

workplace discrimination  

 

 Salary Expert salaryexpert.com Data on pay levels and 

benefits for some 30000 

different jobs $$ 

 

 BenefitsLink.com, Inc. benefitslink.com Employee Benefits 

Information and resource 

listing 

 

 National Association of 

Professional Employer 

Organizations 

napeo.org Professional Employer 

Services 

Find local PEO’s 

 

 National Center for 

Employee Ownership 

nceo.org Information on employee 

ownership                    

 

 Monster Worldwide, Inc. 

 

monster.com 

 

Job Postings, Job searches 

$$ for higher service level 

 

 Craig Newmark craigslist.com Job Postings ($$), 

otherwise free community 

information 

 

 Nolo Press 

950 Parker St. 

Berkeley, CA 94710 

nolo.com 

Tel. 800-728-3555 

Employee Hand Book, Self-

help books 

$$ 

 

Export U.S. Dept. of Commerce 

 

export.gov 

 

 

 

 

 

Multi – US – Agency Site 

Worldwide network, 

counseling, research, 

finding rep’s, trade leads, 

contacts 

broad range of export 

assistance and statistics 

 

 Oakland Export Assistance 

Center 

1301 Clay St, Ste. 630 N 

Oakland, California 94612-

5200 

Rod.Hirsch@mail.doc.gov 

Tel. 510-273-7350 

 

Northern California 

Support Office 

 

 

 

Export/Import Bank of the 

US 

exim.gov Working capital, credit 

insurance, direct loans, 

loan guarantees for 

exporters 

 

 Tradeport (site of the 

State of California) 

tradeport.org All about exporting, 

including buyers and trade 

leads, moving goods and 

obtaining financing 

 

Factoring International Factoring 

Association 

factoring.org Helps to find a factor in 

your industry 

 

Family Business Loyola University Chicago 

Family Business Center 

luc.edu/fbc Help multi-generational 

families in business grow, 

transition, and learn; large 

collection of family 

business material 
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Financial 

Information 

BizStats bizstats.com Free financial data on 

common types of 

businesses, valuations 

 

 Bizminer bizminer.com Financial and Market Data 

for many industries $$ 

 

 

 

Risk Management 

Association (formerly 

Robert Morris Associates) 

rmahq.org/tools-

publications/publications/annual-

statement-studies 

Publisher of Annual 

Statement Studies for 350 

different industries 

 

 BVR Business Valuation 

Resources 

bvmarketdata.com Business Valuations, Pratt’s 

Stats         $$ 

 

Forms The Entrepreneur’s Help 

Page 

tannedfeet.com Legal, financial forms, 

start-up help 

 

Franchising International Franchise 

Assoc. 

1350 New York Ave., Ste 

900 NW 

Washington, DC 2005-

4709 

 

franchise.org 

 

Free franchising basics 

course, other resources. 

IFA is a membership 

organization of franchisors, 

franchisees and suppliers 

 

 FRANNET 

 

frannet.com 

 

Network of independent 

franchise consultants, free 

evaluations and workshops 

 

 FRANNET 

of San Jose –  

Joan Young 

of San Francisco – Gordon 

Dupries 

 

 

408-377-3085 

 

415-491-4452 

 

 Finding available 

franchises 

franchiseopportunities.com 

FindAFranchise.com 

bison.com 

List available franchises by 

category, 

matching visitors with a 

franchise in order to make 

a sale 

 

 CA Department of 

Business Oversight 

dbo.ca.gov/Resources/default.asp#Che

ck 

Tel. (866) 275-2677 

 

Registrar of Franchisors, 

reviews and approves 

Uniform Franchise Offering 

Circulars 

 

 Federal Trade Commission 

Non-registration State 

licensors, guides, alerts 

consumer.ftc.gov/articles/0401-

thinking-about-buying-franchise 

Buying guides for 

franchisees, how to avoid 

fraudulent business 

opportunities 

 

 

 

American Association of 

Franchisees and  Dealers 

aafd.org Promotes Total Quality 

Franchise relationships 

 

Funding SBA Loan Program sba.gov Business Loans, Micro 

Loans, Sec. 504 Loans; 

many other helpful topics 

for businesses and start-

ups 

 

 Angel Capital Association angelcapitalassociation.org Information about Angel 

investors. Click on 

Directory for contact 

information on any of their 

Angel group members  
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 National Venture Capital 

Association 

nvca.org Various VC resources, links 

to local VC associations, 

Sample forms from Term 

Sheet to Stock Purchase 

Agreement 

 

 Western Venture Capital 

Association 

3000 Sand Hill Rd., # I-190 

Menlo Park, CA 94025 

wavc.net VC membership roster 

upon written request to 

Menlo Park office 

 

 Garage Technology 

Ventures 

garage.com Seed and early stage VC 

firm, free guidance on 

submission process 

 

 Technology Ventures Corp 

6265 Southfront Road 

Livermore, CA 94551 

techventures.org 

Tel. 925-960-1605 

Technology-to-Business 

Program 

SBIR Resource Center 

 

 TMC Development 

Working Solutions 

tmcworkingsolutions.org 

Tel. 415-989-8855 

Assists Bay Area 

underserved 

microentrepreneurs to 

access capital and 

resources; Microloans 

 

 Nor-Cal Financial 

Development Corporation 

nor-calfdc.org 

Tel. 510-452-1212 

State loan guarantees 

Micro-loans to $25K 

Lines of Credit/Term Loans 

to $500K 

 

 US DA Rural Business-

Cooperative Service 

rurdev.usda.gov 

Tel. 530-792-5800 

Helps create/preserve jobs 

and promote a clean 

environment by providing 

financial assistance and 

bus. planning 

 

(East Bay) Oakland Business 

Development Corp. 

519 17
th

 St., # 700 

Oakland, CA 

obdc.com 

(510) 830-3275 

Microloans in Alameda, 

Contra Costa and Solano 

Counties, loan packaging, 

links to other capital 

sources 

 

(San Francisco) South East Asian 

Community Center 

875 O’Farrell St. 

seaccusa.org 

Tel. 415-885-2743 

Administers SBA Microloan 

program, loans up to $50K 

to low/moderate income 

refugees 

 

 

(Santa Clara, San 

Mateo Counties) 

Opportunity Fund 

111 W. St. John Street, 

Suite 800, San Jose CA 

95113  

opportunityfund.org 

Tel. 408-297-0204 

Loan program for Santa 

Clara and San Mateo 

Counties, to $200K 

 

(Many Cities) (City) Economic 

Development Corp/Dept 

 Loan programs/ other help 

for entrepreneurs who 

start a business in their 

community 

 

(Private 

Borrowing) 

Prosper Marketplace, Inc. 

 

Daric 

prosper.com 

 

daric.com/borrow 

Systems matching 

borrowers and private 

lenders 
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(Alternative 

Lenders) 

Dealstruck 

Funding Circle 

Fundation 

dealstruck.com 

fundingcircle.com 

fundation.com/ 

Online lenders with rates 

generally above bank loans 

but with quick turnaround 

 

(Funding 

Platform for 

creative projects) 

 kickstarter.com Entrepreneurs offer 

products and experiences 

that are unique to each 

project 

 

     

Government 

Contracting 

US General Services Adm. 

Small Business Utilization 

gsa.gov/sbu 

Tel. 415-522-2700 

Counseling on doing 

business with the Federal 

Government 

 

 

 

System for Award 

Management registration 

federalcontractorregistry.com/?gclid=C

KHloNqnlsECFdHm7Aodgm8Auw 

Database for listing of 

contractors wishing to sell 

to agencies of the US Gov’t 

 

 CA General Services Dept. 

 

pd.dgs.ca.gov/default.htm 

Tel. 916-322-5060 

Small/Minority Business 

Certification, CA State 

Contracts Register 

 

 Onvia, Inc. 

 

onvia.com Screens Government 

requests for 

bids/proposals, awards 

and notifies subscribers 

 

 GovCon govcon.com Government bid 

opportunities, teaming 

partners, products, 

services, educational 

resources, career services, 

industry news 

 

Grants  grants.gov Find and apply for Federal 

Grants available through 

its many Agencies 

 

Incorporating Your State’s  Secretary of 

State (or applicable Dept) 

 

 Registering a separate legal 

entity, Filing requirements, 

name availability, status 

requests, copies, 

certificates 

 

 CA Secretary of State ss.ca.gov  

 

 

The Company Corp. corporate.com Forms new corporations, 

LLC’s, serves as registered 

agent , offers corporate 

kits  $$ 

 

 MyCorporation mycorporation.com On-line incorporations, 

LLC’s, 

Trademark searches   $$ 

 

Incubators National Business 

Incubator Association 

nbia.org Directory of and links to 

local incubators 

 

Independent 

Contractors 

Nolo Press nolo.com 

 

Information about 

independent contractor 

status, forms  

 

Information 

Resources 

County Libraries  Large on-line 

“referenceusa” database, 

American Business Disk 
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 Contra Costa Central 

Library 

1750 Oak Park Blvd., 

Pleasant Hill, CA  

Tel. 1-800-984-4636 (company information), 

Associations, 

Demographics, many other 

business resources 

 

 

 

 Oakland Public Library 

125 14
th

 Street 

Oakland, CA 

Tel. 510-238-3138  

 SF Public Library 

Small Business Center 

100 Larkin St., 4
th

 Floor 

San Francisco, CA 94102 

sfpl.org 

Tel. 415-557-4400 

 

also a SCORE counseling location 

 

 US Bureau of the Census census.gov 

census.gov/econ/census/use_data 

Demographic Information 

Data for Business Planning 

 

 Econdata.Net econdata.net Guide to regional 

economic data on the Web 

 

 IBIS World ibisworld.com 

1800-330-3772 

access to over 700 United 

States industries $$ 

 

 Zipskinny zipskinny.com Demographic Data by 

Zipcode 

 

Insurance 
(Chapter 8) 

Independent Insurance 

Agents of America 

trustedchoice.com/business-

insurance/coverage-faq/ 

Business Insurance 101  

 CA State Compensation 

Insurance Fund 

scif.com Workers Compensation 

Coverage, rules, forms, 

rates 

 

 E Health ehealthinsurance.com Nationwide Quotes on 

health insurance for Small 

Businesses 

 

 Small Business Majority healthcoverageguide.org Health Insurance for Small 

Businesses - unbiased 

resource on cost 

estimates, tax savings, 

coverage options, legal 

rights, and more 

 

 Covered California healthexchange.ca.gov Site for finding and 

comparing health 

insurance in California 

 

 Affordable Care Act sba.gov/healthcare Information and resources 

about the US 

Government’s ACA 

 

Intellectual 

Property (Patents 

and Trademarks) 

US Patent & Trademark 

Office 

uspto.gov 

Tel. 1-800-686-9199 

Patent/Trademark 

Protection 

Trademark search 

 

 

 

International Trademark 

Association 

inta.org Good explanations on 

trademarks, service marks, 

frequently asked questions 

 

 Copyright Office 

Library of Congress 

copyright.gov 

Tel. 202-707-3000 

Copyright protection  
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 Trademark.com Div. of 

The Thomson Corp. 

trademark.com Integrated database of 

federal and state 

trademarks, also 

international marks   $$ 

 

 WIN-I2 Innovation Center 

at SW Missouri State Univ. 

852 Highway MM 

Everton, MO 65646 

 

innovation-institute.com Evaluation, commercial 

feasibility 

 

International 

Trade 

TradePort tradeport.org CA’s global trade 

information site, 

Export/Import tutorials, 

statistics, forms 

 

 

 

US International Trade 

Commission 

usitc.gov Import Tariffs, Trade Data  

 U.S. Customs and Border 

Protection 

cbp.gov/trade/basic-import-export Links to Duty rates, HTS, 

rulings and regulations, 

small importer info, 

publications and forms 

 

 Coble International importexporthelp.com Directories of Importers, 

Buy/Sell Exchange  

 

 Global Edge – Michigan 

State University 

globaledge.msu.edu Country Insights, 

resources, trade leads, 

international business 

forum 

 

 Trade Statistics Express 

US Dept of Commerce 

tse.export.gov/TSE Trade data by products 

and countries 

 

 Federation of 

International Trade 

Associations 

fita.org/webindex Searchable database of 

over 7000 International 

Trade Web Resources 

 

Internet/Web 

Services 

HostCompare hostcompare.com Lists web hosting services 

and fees by different needs 

categories; has 

introductory guide to web 

hosting 

 

 Register.com register.com 

Tel. 866.455.1655 

Registrars, Internet 

Services  

 

 Addme.com addme.com Resource for Webmasters 

and Small Businesses, “free 

stuff” links  

 

 gethits.com 

 

MIVA 

gethits.com 

 

mivamerchant.com 

Services offering to 

improve search engine 

traffic to business websites 

 

 e-Market Services emarketservices.com Guide to over 800 

electronic marketplaces 

 

Leasing Equipment Leasing  & 

Finance Association 

elfaonline.org 

 

 

Information about leasing.  

  

 

Legal Your local Bar Association  Referral to Lawyers with 

specific expertise 
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 FindLaw findlaw.com Legal information, free 

lawyer profiles, Legal 

Forms  $$ 

 

 The Advice Company freeadvice.com Find an attorney, post your 

case, ask a question, get 

legal forms and 

documents ($$) 

 

 Legal Services for 

Entrepreneurs (LSE) of the 

SF Bay Area 

lccr.com/get-help/economic-justice-

legal-services-for-entrepreneurs-lse 

Tel. 415-543-9444 

Free legal assistance on 

business issues to 

qualifying individuals 

 

 NOLO Press 

950 Parker St. 

Berkeley, CA 94710 

nolo.com 

Tel. 1-800-728-3555 

Free information about 

legal matters of small 

businesses, 

self-help books 

 

Mailing Lists InfoUSA infousa.com Large selection of 

Information about 14 Mill. 

US businesses and 200 

Mill. consumers, on 

different media $$ 

 

Manufacturing US Dept. of Commerce, 

National Institute of 

Standards and 

Technology, 

Manufacturing Extension 

Partnership (MEP)  

nist.gov/mep  

1-800-637-4634 

Network of non-profit 

centers providing expertise  

from process 

improvements and worker 

training to business 

practices and applications 

of information technology 

 

Marketing Federal Business 

Opportunities 

fbo.gov Business Opportunities, 

Buying sources from 

Agriculture Dept. to US 

Postal Service 

 

 Jay C. Levinson gmarketing.com/ Guerilla Marketing - 

proven method of 

achieving profits with 

minimum money 

 

 More Business – by 

Entrepreneurs for 

Entrepreneurs 

morebusiness.com/ Useful articles on running 

a business, large 

marketing collection 

 

 Diversity Business diversitybusiness.com/DefaultNetscap

e.asp 

Links Fortune 1000 

corporations with initiative 

programs and owners of 

minority and women-

owned businesses 

providing needed services 

 

Miscellaneous Better Business Bureau bbb.org Membership Program 

Status reports on 

Businesses and Charities 

 

 

 

Local Chambers of 

Commerce 

 Networking opportunities, 

Mixers, Membership 

benefits 
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 Northern California 

Minority Supplier 

Development Council 

ncmsdc.org Nonprofit organization to 

assist minority businesses 

to qualify for min. status 

 

Non-Profit The Foundation Center 

Headquarters 

79 Fifth Avenue/16th 

Street 

New York, NY 10003-3076  

 

foundationcenter.org/ 

Tel: 212-620-4230 

Resource for grant seekers 

and makers 

 

 

 

The Foundation Center & 

Library 

312 Sutter St., 6
th

 Floor 

San Francisco, CA 94108 

foundationcenter.org/sanfrancisco/ 

Tel. 415-397-0902 

On-line help for non-profit 

orgs. Extensive Library, 

Workshops 

 

Online 

Communities for 

Small Business 

 businessknowhow.com/ 

businessownersideacafe.com/ 

  

Order Fulfillment (One of many) fulfillmentworks.com/ Order Fulfillment Services 

$$ 

 

Payroll Symmetry Software  payroll-taxes.com/ Paycheck Calculators, 

Payroll related 

information/forms for 

Federal and State 

deductions 

 

 Advantage Payroll Services advantagepayroll.com/ One of many providers of 

variety of services from 

payroll to tax filing 

 

 Intuit (formerly Paycycle) payroll.intuit.com/ On-line, low fee,  payroll 

service for small firms ($$) 

 

Permits/Licenses CALGOLD calgold.ca.gov/ State and local permitting 

and other licensing 

requirements, forms and 

links to local agencies 

 

 

 

CA Div. of Alcoholic 

Beverage Control 

abc.ca.gov/ Licensing Rules, Forms  

Purchasing Thomas Register thomasnet.com/ Information about 650000 

manufacturers, 

distributors, providers in 

67000 categories of 

products or services 

 

 

 

BuyerZone buyerzone.com On-line quotes, purchasing 

service, Buyer’s guide 

 

 Alibaba alibaba.com World’s largest base of 

Suppliers 

 

 Global Sources globalsources.com Product or Supplier Search 

for volume buyers from SE 

Asia 

 

Retirement Plans US Dept. of Labor www.dol.gov/dol/topic/ 

retirement/typesofplans.htm 

Overview of features of 

various retirement plans 

 

Sales Support Manufacturers Agents 

National Association 

manaonline.org Search tool for locating 

independent sales reps 
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Software 

Development 

Software Development 

Forum 

http://svforum.org/ 

Tel. 408-494-8378 

Premier software and 

internet developer 

organization  

 

Software for 

Small Businesses 

Intuit 

 

(Refer to Chapter 9 for 

more options) 

intuit.com/ Selection of Quickbooks 

software for a variety of 

businesses, Tax software 

$$ 

 

Space for Rent Cityfeet Network cityfeet.com Commercial real estate 

network, facilities for rent 

(sqft, rates, etc.)  

 

Taxes US Internal Revenue 

Service (IRS) 

irs.gov Federal Tax  guidance and 

forms; 

Employer(Taxpayer) ID 

 

 

 

CA Franchise Tax Board ftb.ca.gov State Income Tax 

guidance, Forms, e-filing 

 

CA Board of Equalization boe.ca.gov Sales and Use Tax 

guidance and forms, e-

filing 

 

CA Employment 

Development Dept. 

edd.ca.gov Payroll Tax guidance 

(SDI/SUI/ETT etc.) and 

forms, e-filing, 

Independent Contractor 

reporting 

 

 

 

Yahoo yahoo.com/taxes Information, Federal and 

State forms, resources, 

preparers 

 

Technical 

(Biomedical) 

Tech Futures Group 

(formerly SBDC TAP) 

San Jose, CA 

techfuturesgroup.org 

 

Free consulting service to 

tech startups, triple 

bottom line firms, and 

importers & exporters. 

 

Trade Marks, 

Service Marks 

(See also 

Intellectual 

Property) 

CA Secretary of State 

Trademarks/Service Mks. 

PO Box 944225 

Sacramento, CA 94244-

2250 

sos.ca.gov/business/ts 

Tel. (916) 653-3984 

Fees, registration at the 

State level, guidance 

 

Trade Shows Trade Show News 

Network 

tsnn.com Trade show listings by 

industry, more than 15000 

trade shows and 

conferences 

 

Training 

Programs 

Renaissance 

Entrepreneurship Center 

275 Fifth St., 2
nd

 Floor 

San Francisco, CA 94103 

rencenter.org 

Tel. 415-541-8580 

 

 

Entrepreneurship training 

classes, business incubator, 

women’s business center 

Small Bus. training, 

consulting, other resources 

 

 

Absorbed Women’s 

Initiative for Self 

Employment 

 

 Renaissance Bayview  

3801 3
rd

 St., Ste. 616 

San Francisco, CA 94124 

Tel. 415-647-3728  

 Renaissance Mid Penins. 

1848 Bay Road 

East Palo Alto, CA 94303 

Tel. 650-321-2193  
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 Renaissance Richmond 

1500 MacDonald Avenue 

Richmond, CA 94801 

Tel. 650-731-5385 

 

  

 Renaissance Marin 

1115 Third Street 

San Rafael, CA 94901 

Tel. (415) 755-1115 

 

  

 Mission Economic Devel. 

Association 

medasf.org/ 

Tel. 415-282-3334 

Assistance, loan packaging 

for Mission district SB 

 

Workshops East Bay SCORE eastbayscore.org Variety of workshops:  

Starting a Small Business 

 Business Planning  

Exporting , etc. 

 

 North Coast SCORE northcoast.score.org  

San Francisco SCORE sfscore.org  

Silicon Valley SCORE svscore.org  
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Chapter 17       ���� The Check List   
 

 Things to do in starting a new business 
 

Item Reference  

(Numbers  

refer to  

Chapters) 

Date 

needed 

Date 

completed 

� Do market research and competitive analysis 

 

6   

� Determine best physical location, available spaces 

and cost 

2, 6   

� Prepare a Business Plan, including Cash Flow and 

determine your funding requirements 

2,7,10,11   

� Talk with a counselor about the legal structure 

most suitable to your needs 

5   

� Talk with a counselor about accounting/ reporting 

systems 

9   

� Contact Insurance Brokers about needed coverage 

and cost 

8 

 

  

� File Fictitious Name application with County Clerk 

 

3   

� File for Business License and applicable State 

licenses/permits 

3   

� Obtain Taxpayer ID/Employer ID from IRS 

  

11   

� Get Seller’s Permit from the State Board of 

Equalization 

11   

� Develop Marketing Calendar, Brochure and Logo 

 

6   

� Develop letterhead, envelopes, signage and 

business cards 

 

6   

� Develop price/rate/fee structure 

 

6   

� Open Checking account for the business (separate 

from personal account) 

9   

� Set up Telecommunication for the business 

(separate from personal account) 

12   

� Develop contract forms needed for 

customers/suppliers 

 

   

� Develop Billing procedure 9   
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Item Reference  

(Numbers  

refer to  

Chapters) 

Date 

needed 

Date 

completed 

� Develop Job Descriptions and Pay Schedule for 

employees needed 

4   

� Set up Accounting/Record keeping system 

 

9   

� Identify and list potential suppliers/services 

 

   

� Get information on Associations, other 

organizations to join for networking 

6,15   

�   

 

  

�   

 

  

�   

 

  

�   

 

  

�   

 

  

 



1 

 

Index     
 
Accountants 4.4 Certified Development Companies 7.6 

Accounting 9., 9.2, 9.4 Chambers of Commerce 15.4 

Accounts Payable 9.4 Character 7.4 

Accounts Receivable 9.4 Characteristics 1.3 

Accrual Accounting Method 9.3 Chart of Accounts 9.3 

Actual Cash Value 8.6 Check List for Starting a Business 17. 

ADA (Americans with Disabilities Act) 3.4 Coinsurance 8.6 

Advertising 6.9 Collateral 7.4, 7.5 

Advisory Boards 4.4 Commercial Banks 7.2 

All Risk Insurance Coverage 8.6 Competition 2.6, 6.3 

Angel Investors 7.2, 7.6 Competitive Edge 2.6 

Appendices 2.12 Consultants 4.4 

Application for Funds 7.3 Contractual Liability 8.6 

Application of Funds 2.11 Copyright 5.4 

Assets 9.4 Corporation Financing 7.2 

Associations 15.3 Cost of Goods Sold 6.3, 9.4 

 Coverage (Insurance) 7.5 

Balance Sheet 2.11, 7.5, 9.4, 10.2, 10.7 Current Liabilities 9.4 

Bank Account 9.3 Customer 6.3 

Bar Association 5.5 Customs Agency of the US 14.8 

Bar Coding 3.4 Customs Brokers 14.6 

BizPlanBuilder  SW 2.12  

Bodily Injury 8.6 Data Processing and Internet Insurance 8.3 

Bonding 8.6 DBA (doing business as ..) 3.2 

Break Even Analysis 2.9, 9.4, 10.2, 10.10 Debt Financing 7.2 

Building Codes/Permits 3.2 Demographic Data 2.13, 6.9 

Business and Trade Organizations 15.3 Depreciation 9.4 

Business Computer, Buying a… 12.2 Destination Location 6.5 

Business Interruption Insurance 8.2 Direct Expenses 6.4, 9.5 

Business Licenses 3.1 Directors and Officers Liab. Insurance 8.3 

Business Loans 7.6 Disability Insurance 8.3 

Business Plan 7.5 Disbursements 9.5 

Business Plan Pro SW 2.12  

Business Planning 2. Economic Data 2.13 

Business Planning Process 2.1 Employee (Personnel) Manual 4.2, 4.4 

Business Start Up Seven “M’s” (Musts) 2.2 Employee Benefits 9.4 

Business Taxes 11., 11.3 Employees 4.1 

 Employer Identification Number 3.2, 11.1 

Capitalization 7.5, 9.4 Employment Eligibility Verification 3.3 

Cash Accounting Method 9.3 Employment Practices Liability Ins. 8.3 

Cash Flow Analysis 2.11, 7.4, 7.5, 9.4, 10.2, 

10.8 

Engineers 4.4 

C-Corporation 5.2 Equity 9.5 

Census 2.13 Equity Financing 7.1 



2 

 

Executive Summary 2.2 Incorporating 5.5 

Expenses, Deductible 9.4, 9.5 Independent Contractors 4.2 

Export Process 14.3 Indirect Cost 9.5 

Export/Import Bank of the US 14.7 Indirect Expenses 6.4 

Exporting Basics 14.2 Industry Data 2.13 

Exporting/Importing 14. Insurance Agent 8.1 

 Insurance Broker 4.4, 8.1 

Family and Friends Financing 7.2 Insurance Package - 8.4 

Federal Electronic Tax Payment System  

(EFTPS) 11.5 

Insurance Quotes 8.6 

Federal Employment Tax 3.3, 11.1 Internet and your Business 12.4 

Federal Income Tax 3.2, 11.1 IRS Publications 11.5 

Federal Self-Employment Tax 3.2, 11.1  

Federal Unemployment Tax 3.3, 11.2 Job Postings 4.5 

Fictitious Business Name 3.2 Journals and General Ledgers 9.3 

Fidelity Insurance 8.3  

Financial Management Plan 2.9 Land or Building Acquisition Capital 7.3, 7.4 

Financial Statements 10. Lawyers 4.4 

Financing Basics 7. Legal Aspects 5. 

Financing International Trade 14.6 Legal Structure 2.5, 3.1 

Fixed Asset Accounting 9.3 Liabilities 9.5 

Fixed Expenses 9.5 Liability Insurance 8.2 

Franchise Agreement 13.5 Limited Liability Company (LLC) 5.2 

Franchise Evaluation 13.2 Loan Review Process 7.5 

Franchise Offering Circular (UFOC) 13.9 Location 2.5, 6.5 

Franchise System 13.1  

Franchisee Checklist 13.4 Manufacturing Plan 2.5 

Franchising 13. Market 2.6 

Franchising Advantages/Disadvantages 13.3 Marketing - Four “P’s” 6.2 

Franchising an Existing Business 13.7 Marketing and Advertising 6., 6.9 

Freight Forwarders 14.6 Marketing Calendar Blank 6.12 

Fringe Benefits 9.5 Marketing Calendar Sample 6.11 

 Marketing Plan 2.6 

Good Will 9.5 Marketing Segment 6.9 

Government Regulations 3. Micro Loans 7.6 

Gross Profit 9.5 Mission Statement 2.2 

Gross Profit Margin 9.5  

 Net Profit Margin 9.5 

Hazardous Substance Compliance 3.4 Net Profit/Loss 9.5 

Home Office Deduction 9.5 Networking Groups 15.4 

Home/Small Office Marketing 6.8 Non-Operating Expenses 9.5 

Idea vs. Business 1.1 Non-Profit Corporation 5.4 

Import Process 14.4  

Importing Basics 14.2 Operating Expenses 9.5 

Income 9.5 Operating Plan 2.4 

Income Statement (also called P&L)  2.9, 

9.5, 10.1 

Operating Profit/Loss 9.5 



3 

 

Organization Chart 2.5 Sales Forecast 2.7, 10.1, 10.4 

Other Expenses 6.4 Sales Strategy 2.7 

Outside Advisors 4.4 SBA 2.12, 7.1 

Owner’s Draw 9.5 SBIR Resource Center 7.6 

 SCORE 2.12, 4.5, 10.1, 15.1 

Partnership 5.1 S-Corporation 5.2 

Partnership Financing 7.2 Sec. 504 Loans 7.6 

Patent 5.4 Selecting a Name 2.1 

People and your Business 4. Self Assessment Test 1.1 

 

Personal Financial Statement 7.5, 10.3, 

10.11 

Skills 1.4 

Personal Selling 6.9  

Small Business Development Centers 

(SBDC) 15.2 

Place 6.2 Software, Choosing the right … 12.3 

Point of Sale Terminal (POS) 12.3 Sole Proprietorship 5.1 

Pollution Liability Insurance 8.3 Sourcing Plan 2.5 

Pre-Start Up Expenses 9.5 Start-Up Capital 7.3 

Price 6.2, 6.3, 6.4 State Employment Tax 3.3, 11.2 

Private Borrowing 7.6 State Franchise Tax 11.2 

Product or Service 6.2, 6.3 State Income Tax 3.3, 11.2 

Professional Employer Services 4.5 State Sales Tax 3.3, 11.2 

Professional Liability Insurance 8.3 Strategic Market Planning 6.10 

Profit and Loss (P & L) 2.9, 7.5, 10.1, 10.5 Support Organizations 15. 

Promotion 6.2, 6.7, 6.9 Surety Bonds 8.3 

Property Damage 8.6 SWOT Analysis (Strengths, Weaknesses, 

Opportunities, Threats) 2.3 

Property Insurance 8.2  

Psychographics 6.9 Target Market 6.10 

Public Relations 6.10 Technology Uses 12. 

Publicity 6.10 Temporary Employment Agency 4.2 

 Thomas Register 14.8 

Receipts 9.5 Trademark 5.4 

Record Keeping 2.5, 9. Traffic Location 6.5 

Record Retention Formats 9.2  

Record Retention Periods 9.1 Ultimate Business Planner SW 2.12 

Recording Systems 9.2 Umbrella Insurance 8.3 

Records, Type of .. 9.1 Umbrella Liability Insurance 8.6 

Replacement Cost 8.6 USCIS (US Citizenship and Immigration S.) 

3.3 

Resources by Subject 16. Use of Funds 7.3, 7.5 

Return on Equity/Assets/Investments 9.6  

Revenue 9.6 Venture Capital 7.6 

Risk Management 8. Virtual Location 6.5 

  

Safety and Health Regulations 3.4 Website 6.7 



4 

 

Workers Compensation Insurance 3.2,  8.2  

Workforce Investment Boards (WIB) 15.3  

Working Capital 7.3  

Workplace Program 3.4  

Write-Off 9.6  

  

Zoning 3.2  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


	Chapter 00 - Introduction-Ackn
	Chapter 01 - Self Assessment
	Chapter 02 - Business planning
	Chapter 03 - Government Regulations
	Chapter 04 - People and Your Business
	Chapter 05 - Legal Aspects
	Chapter 06 - Marketing and Advertising
	Chapter 07 - Financing Basics
	Chapter 08 - Risk Management
	Chapter 09 - Recordkeeping - Accounting
	Chapter 10 - Financial Statements
	Chapter 11 - Business Taxes
	Chapter 12 - Technology Uses
	Chapter 13 - Franchising
	Chapter 14 - Exporting and Importing
	Chapter 15 - Small Business Support Org's
	Chapter 16 - Resources by Subject
	Chapter 17 - Check List
	Index Pages

