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4 QuickStart 4 These references provide some great primary guidance to starting a
) Deluxe business here in Minnesota or Western Wisconsin.
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Trends

Entrepreneur
Magazine
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https://www.stpaul.gov/businesses/open-business/opening-business
https://www.sba.gov/sites/default/files/2020-05/SBA-MN_2020-508.pdf
http://www.pcedc.com/pierce/business-toolbox/business-start-up-checklist
https://www.sba.gov/sites/default/files/files/resourceguide_3158.pdf
https://smallbiztrends.com/
https://www.entrepreneur.com/
https://www.deluxe.com/sbrc/starting-a-business/startup-fundamentals-turn-your-dream-into-a-successful-business
https://business.minneapolismn.gov/
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At the Twin City and University of Minnesota Libraries you'll find some really useful and free resources for your market
research both on site and on-line.

Click HERE for the Market Research Quick Reference. Below are the links to each library's business resources:

Ramsey County Washington St. Paul Public Hennepin County University of

Library County Library Libraries Library Minnesota

Broader Research Sources — here are a number of other demographic, industry and economic resources. Be sure to
check the SBA site for guidance on how to do your research — you'll find this extremely helpful.

Small American Bureau of Securities and

Business NAICS Community Economic Exchange Bureau of Labor

and Statistics

Administration Survey Analysis Commission
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http://www.naics.com/
http://www.census.gov/acs
https://www.sba.gov/business-guide/plan-your-business/market-research-and-competitive-analysis
http://www.bea.gov/
http://www.sec.gov/
http://www.bls.gov/
https://www.rclreads.org/resources/business-finance/
https://www.washcolib.org/162/Research-Databases
https://sppl.org/resources/business/
https://www.lib.umn.edu/services/visitors
https://www.hclib.org/programs/business-employment

N
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The Startup Roadmap is a free on-line 12
step business plan learning experience and SCORE Startup Roadmap
resource library you'll truly enjoy using.

Putting together a
business plan that works
for you isn't as challenging
as you might fear,

LivePlan and is an intuitive on-line app for : Live Plan
LivePlan

The key: keep it simple. generating a business plan that's Overview Business Plan
Template

Check out the business consistent and professional. Click HERE.
plan options available,

then, as needed, call upon _
3 SCORE mentor or attend The Business Model Canvas focuses on Business Model Lean Startup

simplifying and summarizing the nine Canvas Changes
most important elements of your plan. Template Everything

a workshop specific to any
areas you may be working
on developing.

The SBA Business Plan site provides a good
overview on the business planning process SBA Business Planning Resources
with example plans and templates.
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https://www.sba.gov/business-guide/plan-your-business/write-your-business-plan
https://www.score.org/startup-roadmap?gclid=EAIaIQobChMI0dGRqIDk6gIVg8DACh013AXVEAAYAiAAEgL4j_D_BwE
https://www.youtube.com/watch?v=aAWud9_g_Kc
https://hbr.org/2013/05/why-the-lean-start-up-changes-everything
https://partners.liveplan.com/score-st-paul-6mo
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Marketing Resources @

Here's a simple way to think of marketing: understand your customer, your value, your competition, your differential
advantage and ultimately — you plan of execution. Here are a few useful resources:

General Marketing Resources

General

Marketing

Resources On-line
Marketing

Resources

Marketing Plan Guides & Worksheets

SCORE
Marketing

Plan
Template

Our partner Deluxe, has developed a number of easy to use marketing
resources to provide you with a foundation to build your marketing plan.

Marketing Guide to

Fundamentals Website Design

Guide to Email Guide to
List Social Media
Management Marketing

Branding Resources

Canva Visual
Style Guide

99 Designs
Create Brand

Style Guide

Put your plan into action with this simple
spreadsheet — double click the pushpin.

Marketing ¢

Calendars
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https://www.score.org/search/site/marketing
https://www.score.org/content/online-marketing-resources
https://www.score.org/resource/marketing-plan-guide
https://www.canva.com/learn/your-brand-needs-a-visual-style-guide/
https://99designs.com/blog/logo-branding/how-to-create-a-brand-style-guide/
https://www.deluxe.com/sbrc/marketing/marketing-fundamentals-8-ways-to-reach-new-customers-starting-today
https://www3.deluxe.com/guide-to-websites?pscid=DLX:MF_eBook_2_DLX:Guide_To_Websites
https://www3.deluxe.com/guide-to-email-list-management?pscid=DLX:MF_eBook_2_DLX:Guide_To_Email_List_Management
https://www3.deluxe.com/guide-to-facebook-advertising/?pscid=DLX:MF_eBook_2_DLX:Guide_To_Facebook_Advertising

Annual Marketing Calendar

				ANNUAL MARKETING CALENDAR

						Q1																														Q2																														Q3																														Q4

						JANUARY										FEBRUARY										MARCH										APRIL										MAY										JUNE										JULY										AUGUST										SEPTEMBER										OCTOBER										NOVEMBER										DECEMBER

				Enter date of first Monday each month		4		11		18		25		-		1		8		15		22		29		7		14		21		28		-		4		11		18		25		-		2		9		16		23		30		6		13		20		27		-		4		11		18		25		-		1		8		15		22		29		5		12		19		26		-		3		10		17		24		31		7		14		21		28		-		5		12		19		26		-

				Basic Marketing

				Business cards

				Brochures & Sell Sheets

				White papers

				Posters

				Postcards

				Testimonials

				Direct Mail

				In-Store Marketing

				POP







				Special Events

				Trade shows

				Seminars

				Open houses

				Public speaking

				Networking events

				Seminars







				Public Relations

				Press releases

				Magazine or NP articles

				Sponsorships

				Press Releases







				Social Media

				Twitter

				LinkedIn

				Facebook

				Pinterest



				Online

				Website

				Email campaigns

				Blog

				Partner website cross mktg.

				Mobile App

				Mobile Alerts

				Directory site listings (eg; Angie's List)





				Advertising

				Online

				Newspaper ads

				Magazine ads

				Infomercials

				Outdoor

				Radio

				Television

				Market Research

				Surveys

				Impact Studies































Marketing Campaign Calendar



				MARKETING CAMPAIGN CALENDAR								JANUARY		FEBRUARY		MARCH		APRIL		MAY		JUNE



												JULY		AUGUST		SEPTEMBER		OCTOBER		NOVEMBER		DECEMBER



				JANUARY

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1

				2

				3

				4

				5

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				FEBRUARY

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				ADDITIONAL NOTES FOR THE MONTH





				MARCH

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				APRIL

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				ADDITIONAL NOTES FOR THE MONTH





				MAY

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				JUNE

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				ADDITIONAL NOTES FOR THE MONTH





				JULY

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				AUGUST

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				SEPTEMBER

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				ADDITIONAL NOTES FOR THE MONTH





				OCTOBER

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				NOVEMBER

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				ADDITIONAL NOTES FOR THE MONTH





				DECEMBER

				DATE		ACTIVITY		CAMPAIGN TITLE		DESCRIPTION		AUTHOR		PERSON / DEPT RESPONSIBLE		STATUS		CALL TO ACTION		CATEGORY		METADATA		PLATFORM		MEASUREMENTS OF SUCCESS		COMMENTS

				1		Advertising - Outdoor																		Bus Shelter

				2		Advertising - Print																		Mint Gazette

				3		Event																		Tradeshow

				4		Email Marketing																		Email

				5		Social Media																		Twitter

				6

				7

				8

				9

				10

				11

				12

				13

				14

				15

				16

				17

				18

				19

				20

				21

				22

				23

				24

				25

				26

				27

				28

				29

				30

				31

				ADDITIONAL NOTES FOR THE MONTH





				Or Click Here to Create a Marketing Campaign Calendar with Smartsheet







https://www.smartsheet.com/try-it?trp=8600&utm_source=integrated+content&utm_campaign=/9-free-marketing-calendar-templates-excel&utm_medium=%20marketing+campaign+calendar+template&lx=6-RG-9LX5xUaWoA_Pjw2x12F3tjZfBYMXSEruozjq1E

Email Marketing Calendar

				EMAIL MARKETING CALENDAR

				DATE SENT		CONTENT TOPIC		EMAIL TITLE		SUBJECT LINE		CONTENT		IMAGES		LINK		DAYS UNTIL SUBSCRIPTION		COMMENTS

































































































































































































































































Social Media Marketing Calendar

		Social Media Calendar for a Small Business

				Monday 		Tuesday		Wednesday		Thursday		Friday

		Facebook 		Post link to content from your blog with short update		Share community content		Post an interesting question to the community		Create an original image-based post		Share humorous fun content (cartoon, meme, video, etc.)

						Share a promotional item, special offer, freebie.						Remind people to join your mailing list and the benefits they get if they do.





		Google Plus		Share community content		Write a 300-word original piece about a recent development in your industry.  		Share community content		Post link to content from your blog with short update.  		Post humorous fun content (cartoon, meme, video, etc.)

								Share a promotional item, special offer, freebie.





		Pinterest		Pin community content on your company boards		Set up a new themed board under your company Pinterest account		Pin your own blog or ecommerce content on your company boards		Pin community content on your company boards		Pin your own blog or ecommerce content on your company boards





		Twitter		Retweet community content		Compose tweet linking to content from your blog 		Compose tweet linking to content from your blog using an image, or link to community content		Compose tweet linking to content from your blog or the community		Retweet community content

				Share a promotional item, special offer, freebie.		Remind people to join your mailing list and the benefits they get if they do.				#ThrowbackThursday - Participate by sharing old personal photos, old fashion trends, old technology, etc. from years gone by for engagement.*		#FF Follow Friday - Participate by thanking new followers in a tweet they're tagged in.*





		LinkedIn		Participate in Linked Groups, posting comments and/or community links		Post link to content from your blog as a short update on your personal LinkedIn profile		Post link to content from your blog on your LinkedIn company page		Write a long form post on LinkedIn adapting content from your blog and linking back to your blog for more.		Participate in Linked Groups, posting comments and/or community links





		[ List other social media platforms ]





		All Platforms		Check for and respond to @Mentions, replies, comments and messages 		Check for and respond to @Mentions, replies, comments and messages 		Check for and respond to @Mentions, replies, comments and messages		Check for and respond to @Mentions, replies, comments and messages 		Check for and respond to @Mentions, replies, comments and messages

								Once per week check new followers on each platform. Choose and add those you want to follow



		INSTRUCTIONS:  		Change the activities to fit your business. The suggested activities are merely idea starters. Do not feel pressured to do every activity. 



				This calendar was created by Small Business Trends LLC. It is protected by a Creative Commons license, Attribution, Noncommercial, ShareAlike. 

				If you share or use this calendar outside of your company, please give credit to Small Business Trends 

				http://smallbiztrends.com

				For tips and advice, or for other formats for this calendar, please visit our Social Media Calendar for Small Business page.

		Rev. 10/15



https://twitter.com/hashtag/throwbackthursdayhttps://twitter.com/hashtag/followfridayhttps://creativecommons.org/licenses/by-nc-sa/4.0/legalcodehttp://smallbiztrends.com/http://smallbiztrends.com/social-media-calendar-for-small-business/http://smallbiztrends.com/social-media-calendar-for-small-business/

Digital Marketing Resources

				Digital Marketing Resources						5/1/18

				Websites -		Level		Tool		Website

				Website Design & Development		Basic		Wix		https://www.wix.com/

						Basic		Squarespace		https://www.squarespace.com/

						Basic		Word Press		https://wordpress.com/

						Advanced		Adobe CQ5		http://www.adobe.com/#

				Search & Display 		Level		Tool		Website

				General Keyword Research		Basic		Google Keyword Planner		https://adwords.google.com/home/tools/keyword-planner/

						Basic		Bing Keyword Planner		www.bing.com/toolbox/keywords

						Basic		Google Insights		www.google.com/insights

				SEO Monitoring		Basic		MOZ plugin		https://moz.com/

						Medium		SEM Rush		https://www.semrush.com/

				SEO Page Element Diagnostics		Medium		Screaming Frog		https://www.screamingfrog.co.uk/

				Display Campaign Planning		Basic		Google Display Planner		https://adwords.google.com/home/#?modal_active=none

				Landing Page Development		Medium		Unbounce		https://unbounce.com/

						Basic		LeadPages		www.leadpages.net

				On-site Optimization		Medium		VWO		www.vwo.com

						Advanced		Optimizely		www.optimizely.com



				Email Marketing 		Level		Tool		Website

				Image Creation		Basic		Canva		https://canva.com

				Social Human Intelligence		Basic		Crystal		https://www.crystalknows.com

				Measurement		Moderate/Advanced		Google Analytics		https://google.com/analytics

				Email Marketing Definitions		Basic		Hubspot		https://blog.hubspot.com/blog/tabid/6307/bid/7595/The-Ultimate-Glossary-44-Email-Marketing-Terms-Marketers-Must-Know.aspx

				Setting Business Goals		Basic/Moderate		New Found Balance		http://www.newfoundbalance.com/new-year-new-goals/

				Aligning Email to Buyers Journey		Moderate		Sleek Notes		https://sleeknote.com/blog/the-buyers-journey

				Email Marketing Guidebook		Basic/Moderate		Campaign Monitor		https://www.campaignmonitor.com/resources/guides/modern-guidebook-email-marketing

				Gmail Deliverability		Basic/Moderate		Return Path		https://blog.returnpath.com/gmail-deliverability-weirder-think/

				Email Address Collection		Basic/Moderate		Geniece Brown		http://geniecebrown.com/17-places-to-collect-email-addresses/

				Aligning Email to Buyers Journey		Basic		Get Response		https://blog.getresponse.com/uploads/2015/08/marketing_funnel_poster.jpg

				Gmail Deliverability		Basic/Moderate		Chamaileon.io		http://blog.chamaileon.io/how-to-get-your-emails-delivered-to-the-gmail-primary-tab-easily/

				Email Automation		Basic/Moderate		Vertical Response		http://www.verticalresponse.com/blog/email-automation-101-infographic/

				Social Media Marketing 		Level		Tool		Website

				Social media content tools		Basic		Canva		www.canva.com

						Basic		Piktochart		www.Piktochart.com

						Medium		Powtoon		www.Powtoon.com

				Social media monitoring tools		Medium		FanPage Karma		www.FanPageKarma.com

						Medium		Sysomos		www.Sysomos.com

				Social Media Platforms		Basic		HootSuite		www.HootSuite.com

						Advanced		Komfo		www.Komfo.com

				Mobile Marketing		Level		Tool		Website

				Cost of developing an app		Basic				www.howmuchtomakeanapp.com

				App reporting		Basic				www.appfigures.com

						Basic				www.appannie.com



http://www.bing.com/toolbox/keywordshttp://www.newfoundbalance.com/new-year-new-goals/https://sleeknote.com/blog/the-buyers-journeyhttps://www.campaignmonitor.com/resources/guides/modern-guidebook-email-marketinghttps://blog.returnpath.com/gmail-deliverability-weirder-think/http://geniecebrown.com/17-places-to-collect-email-addresses/https://blog.getresponse.com/uploads/2015/08/marketing_funnel_poster.jpghttp://blog.chamaileon.io/how-to-get-your-emails-delivered-to-the-gmail-primary-tab-easily/http://www.verticalresponse.com/blog/email-automation-101-infographic/http://www.canva.com/http://www.piktochart.com/https://unbounce.com/http://www.powtoon.com/http://www.fanpagekarma.com/http://www.sysomos.com/http://www.hootsuite.com/http://www.komfo.com/http://www.howmuchtomakeanapp.com/http://www.appfigures.com/http://www.appannie.com/https://www.wix.com/https://www.squarespace.com/http://www.leadpages.net/https://wordpress.com/http://www.adobe.com/https://adwords.google.com/home/tools/keyword-planner/http://www.google.com/insightshttps://moz.com/https://www.screamingfrog.co.uk/http://www.vwo.com/http://www.optimizely.com/https://google.com/analyticshttps://canva.com/https://www.crystalknows.com/https://blog.hubspot.com/blog/tabid/6307/bid/7595/The-Ultimate-Glossary-44-Email-Marketing-Terms-Marketers-Must-Know.aspx
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This guide is intended to help you get clarity on your goals, customers, competition, strengths and weaknesses of your offering, your unique selling proposition and some thoughts on putting together an action plan that’s simple to use and actionable. We hope you find this useful.



Sections:

· Your goals

· Understand your market

· Identify marketing opportunities using SWOT analysis

· Assess potential marketing channels

· Preparation

· Create your marketing action plan

· Review your plan
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		Your Business Name and date of preparation









Your goals



Write a short description about what you aim to achieve with this marketing plan. Your goals should be SMART - specific (x% more sales, x new customers, x website visitors), measurable, attainable, relevant and time-bound. Revisit these goals at regular intervals to assess how your objectives are being met; it's likely that you will need to keep fine-tuning your marketing plan as you learn more about what works and what doesn’t.



		


















[bookmark: Section1]Section 1: Understand your market



It's vital to know your customers, your prospects and your competitors; if there are gaps in your knowledge, it may be worth spending some time and money on market research. Having accurate data is the cornerstone of every marketing plan.



1. Who are your customers and what are their needs?

Describe your current customers and create a snapshot of their main characteristics – this could include their age, their lifestyle, their earnings or their location. If you sell to other businesses, it could include their industry, go to market strategy and geographic markets … 



Now look closely at what motivates them to buy – what are their needs. How you market to them will depend on their profile so gather as much information about your customers as you can; think about the best way to reach out to them and the messages they might respond to. Once you know more about your customers, you should be able to segment them into groups so you can target them with specific messages and offers.



		



















2. How do your customers behave?

If you’re an existing business, you’ll already have valuable information on the way that your customers behave. How often do they buy from you, what do they order and in what quantity? How do they interact with your business? By studying the data you should be able to identify which customer segments have the greatest potential for growth. These are the groups you should target with your marketing activity. Rank your prospects from cold to warm. Those that already know and like your business (your hottest prospects) will respond to more personal marketing approaches such as permission-based email, loyalty schemes and customer events.



		

















3. Who are your competitors?

List your key competitors. Your rivals might include local businesses, other experts in your field or corporate competitors with well-recognised brands. Against each competitor, explain why your customers or potential customers might choose their product/service over yours.



		

















4. What's special about you?

Now focus on why customers are most likely to choose your business. What are the features and benefits of your product or service and how do they align with your prospect’s needs? Finally, what are your main selling points – value for money, quality, service, convenience?



		

















[bookmark: Section2]Section 2: Identify marketing opportunities using SWOT analysis



1. What are your strengths?

Identify the key ways in which you stand out from your competitors. Your strengths can be used to create compelling marketing messages. This could include anything from the range of products you offer or your friendly customer service to the location of your premises or your opening hours.



		

















2. What could you improve on?

Are there any aspects of your product/service that could be improved? Have you had any negative feedback on your products or your customer service? Are your employees doing a good job? Other internal weaknesses could include a lack of time, money, resources or expertise. You'll want to think about these issues and take corrective action if this could impact your success.



		






















[bookmark: _GoBack]3. What opportunities are out there?

Identify the important trends in your marketplace that could open up new business opportunities. Are there any gaps that your product/service could fill? Are there any additional uses for your product/service that you could exploit? Are there new markets that you could expand into or new territories that you could explore?

 

		















4. What threats are you facing?

Think about the obstacles that could be holding you back. External threats can include changing customer behaviour and new entrants into your market or local area.



		

















5. Core messaging:

Based on what you learned in the above assessment, identify your core messaging or “voice” for your business. This should specifically identify who you are, how you address your target customer needs, your unique competitive advantage and a call to action as to why someone should do business with you. This core messaging should help shape all of your marketing efforts going forward.
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Section 3: Assess potential marketing channels



1. Review your options

There are many ways to market your business to your customers and prospects. Some are absolutely essential; others may not be appropriate for you and your target market. Use this list to make an initial assessment of the options open to you.



		Marketing channel



		Questions to ask

		Advantages

		Measurement

		Cost



		Email

		Have you got a good quality email list with permission to get in touch?

		Easy to target messages at segments; great for keeping in regular contact until customers are ready to buy



		Email analytics can tell you everything you need to know about who has clicked on what.

		Very low cost but doing it well takes time



		Online marketing

		Are you attracting enough people to your website? 

		SEO and pay-per-click advertising can help get your business to the top of search results

		Google Analytics can help you measure the success of SEO and pay-per-click activity



		The cost depends on how much outside expertise you need to bring in



		Social media

		Which social media sites are your customers using? 

		Social media helps you build relationships with customers and widen your reach

		Everything is measured from followers to likes; use links and calls to action to drive traffic to your website



		Social media sites are free but you have to factor in the cost of your time



		Content marketing

		Are you promoting your expertise?

		Writing guides, blogs and case studies can help you build a strong reputation in your field

		Include links in your content and measure traffic to your website; ask customers for feedback



		Creating content takes time



		PR

		Do you need to raise your profile?

		PR can give you exposure – whether you are looking for mentions in the business press or a local paper



		Measure uplifts in sales or website traffic when you have had media coverage 

		Perseverance is the name of the game with PR so it can take time 



		Exhibitions and events

		Can you reach your customers in one place? 

		An opportunity for face-to-face contact with lots of motivated prospects

		Collect data on everyone you meet, follow up on every lead and measure the results



		Events are very costly but they offer big rewards



		Advertising

		Will it be seen by the right people?

		Advertising in the press, directories or online can help you reach your target market

		Monitor results from ads using dedicated email addresses, URLs and phone numbers



		Costs vary



		Direct mail and leafleting

		Could letters and flyers get your business noticed?

		Direct mail and flyers are making a comeback

		Monitor results from flyers using dedicated PO Box numbers, email and web addresses and phone numbers



		Potentially very cost-effective 



		Sponsorship

		Can you improve your reputation by association? 

		Local firms can get great goodwill by sponsoring local charities or sports teams

		Measurement is not easy but you can monitor overall results over the course of the sponsorship



		Local sponsorship can be quid pro quo – such as paying for team kit in return for a logo










2. Match the marketing method to your target market

Now look at these marketing channels from the point of view of your customers. Which of them are most likely to be used by your audience and which are they most likely to respond to? Create a shortlist of 4-5 marketing methods to focus on. If you are looking at social media, choose just two or three social media sites to start with; you can test them out and add more as you learn what works for your business.



		



















[bookmark: Section4]Section 4: Prepare the ground



1. Create your marketing toolkit

Create the collateral to make it easy to roll out your marketing action plan in a clear and consistent way. This should include: slogans and calls to action; images and videos; "about us" wording for social media sites and press releases. Everything should be in keeping with your vision and brand values.



		





















2. Get ready for sales

Don’t roll out a new marketing campaign if you are not ready for the response – otherwise you risk disappointing new customers. Make sure your website is up to date and has all the necessary landing pages to handle specific traffic. Work with staff to make sure they understand the objectives of the campaign and can deal with orders and enquiries efficiently and in keeping with your brand values. It's worth creating a sales forecast so that you can plan for the results of your marketing efforts; as you develop your strategy you'll be able to predict future sales more accurately. List all the things you need to do to prepare for an uplift in sales here.



		

















3. Integrate your marketing

Ensure that all your marketing activity works together. Add social media buttons to your website; add links to online content and web landing pages on your social media sites and in your emails; prompt people to sign up to your email newsletter on your homepage. Make a list of all the ways you can connect your marketing channels here.



		























4. Set a budget

How much you spend on marketing is entirely up to you. There are always marketing opportunities no matter how small a budget; the key is to agree how much you want to spend and make it go as far as possible. You can increase your budget once you know which marketing techniques are having the biggest impact. Don’t forget that your time costs money – many marketing tools such as email and social media can take up a lot of time even if they don’t have significant costs.



		



















5. Agree who's doing what and by when

Establish roles and areas of responsibility with your team and specify deadlines. Also agree dates when you are going to review the activity. List key areas of responsibility here.



		


























Section 5: Create your marketing action plan



Use the table below to summarise your plans.



		Activity



		Timing

		Target audience

		Objectives

		Cost & time



		





		

		

		

		



		





		

		

		

		



		





		

		

		

		



		





		

		

		

		



		





		

		

		

		



		





		

		

		

		










Section 6: Review your plan



Schedule review dates so that you can measure the success of everything you do. Marketing is a learning process – use these reviews to continually fine-tune your marketing strategy.



		Activity

		1st review date



		Measure of success at 1st review

		2nd review date

		Measure of success at 2nd review

		End date

		Measure of success at end date
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SCORE Twin Cities Client Resource Guide Finance Resources

Here are a some useful resources you'll for the financial planning aspects to starting your business. While not
exhaustive, they'll get you off to a good start. For more detail and help, be sure to check with your SCORE mentor.

Glossary of One Year P&L Template Three-Year

)
Financial Terms 12 Month Cash Flow ‘ Forecast & Profit Projections

SBA Course: Course
Financing Options IRS References and Guides Deluxe Finance Fundamentals
for Small Business | Worksheets

Guide to Financing SBA Funding Resources SBA Lender Match

SCORE £


https://www3.deluxe.com/finance-fundamentals
https://www.sba.gov/funding-programs/loans/lender-match
https://www.sba.gov/business-guide/plan-your-business/fund-your-business
https://www.sba.gov/course/financing-options-small-businesses/

PnL projection



		Profit and Loss Projection (12 Months)

		Enter your Company Name here

		Fiscal Year Begins

		Jan-18

				Jan-18		Feb-18		Mar-18		Apr-18		May-18		Jun-18		Jul-18		Aug-18		Sep-18		Oct-18		Nov-18		Dec-18		YEARLY

		Revenue (Sales)

		Category 1																										0

		Category 2																										0

		Category 3																										0

		Category 4																										0

		Category 5																										0

		Category 6																										0

		Category 7																										0

		Total Revenue (Sales)		0		0		0		0		0		0		0		0		0		0		0		0		0



		Cost of Sales

		Category 1																										0

		Category 2																										0

		Category 3																										0

		Category 4																										0

		Category 5																										0

		Category 6																										0

		Category 7																										0

		Total Cost of Sales		0		0		0		0		0		0		0		0		0		0		0		0		0



		Gross Profit		0		0		0		0		0		0		0		0		0		0		0		0		0



		Expenses

		Salary expenses 

Microsoft: Sales people, office & others.																										0

		Payroll expenses 

Microsoft: Taxes, etc.																										0

		Outside services																										0

		Supplies (office and operating)																										0

		Repairs and maintenance																										0

		Advertising																										0

		Car, delivery and travel																										0

		Accounting and legal																										0

		Rent & Related Costs																										0

		Telephone																										0

		Utilities																										0

		Insurance																										0

		Taxes (real estate, etc.)																										0

		Interest																										0

		Depreciation																										0

		Other expenses (specify)																										0

		Other expenses (specify)																										0

		Other expenses (specify)																										0

		Misc. (unspecified)																										0

		Sub-total Expenses		0		0		0		0		0		0		0		0		0		0		0		0		0

		Reserve for Contingencies 		0		0		0		0		0		0		0		0		0		0		0		0		0

		Total Expenses		0		0		0		0		0		0		0		0		0		0		0		0		0



		Net Profit Before Taxes		0		0		0		0		0		0		0		0		0		0		0		0		0

		Federal Income Taxes

		State Income Taxes

		Local Income Taxes

		Net Operating Income		0		0		0		0		0		0		0		0		0		0		0		0		0





Notes on Preparation

You may want to print this information to use as reference later. To delete these instructions, click the border of this text box and then press the DELETE key.

You should change "category 1, category 2", etc. labels to the actual names of your sales categories. Enter sales for each category for each month. The spreadsheet will add up total annual sales. 

COST OF GOODS SOLD (also called Cost of Sales or COGS): COGS are those expenses directly related to producing or buying your products or services. For example, purchases of inventory or raw materials, as well as the wages (and payroll taxes) of employees directly involved in producing your products/services, are included in COGS. These expenses usually go up and down along with the volume of production or sales. Study your records to determine COGS for each sales category. Control of COGS is the key to profitability for most businesses, so approach this part of your forecast with great care. For each category of product/service, analyze the elements of COGS: how much for labor, for materials, for packing, for shipping, for sales commissions, etc.? Compare the Cost of Goods Sold and Gross Profit of your various sales categories. Which are most profitable, and which are least - and why? Underestimating COGS can lead to under pricing, which can destroy your ability to earn a profit. Research carefully and be realistic. Enter the COGS for each category of sales for each month. In the "%" columns, the spreadsheet will show the COGS as a % of sales dollars for that category.

GROSS PROFIT: Gross Profit is Total Sales minus Total COGS. 

OPERATING EXPENSES (also called Overhead): These are necessary expenses which, however, are not directly related to making or buying your products/services. Rent, utilities, telephone, interest, and the salaries (and payroll taxes) of office and management employees are examples. Change the names of the Expense categories to suit your type of business and your accounting system.  You may need to combine some categories, however, to stay within the 20 line limit of the spreadsheet. Most operating expenses remain reasonably fixed regardless of changes in sales volume. Some, like sales commissions, may vary with sales. Some, like utilities, may vary with the time of year. Your projections should reflect these fluctuations. The only rule is that the projections should simulate your financial reality as nearly as possible. 

NET PROFIT: The spreadsheet will subtract Total Operating Expenses from Gross Profit to calculate Net Profit.

INDUSTRY AVERAGES: Industry average data is commonly available from industry associations, major manufacturers who are suppliers to your industry, and local colleges, Chambers of Commerce, and public libraries. One common source is the book Statement Studies published annually by Robert Morris Associates. It can be found in major libraries, and your banker almost surely has a copy. It is unlikely that your expenses will be exactly in line with industry averages, but they can be helpful in areas in which expenses may be out of line.
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Three-Yr Profit Projection



		Profit and Loss Projection (3 Years)

		Enter your Company Name here

		Enter starting year here

				2019				%				2020				%				2021				%



		Sales		$   -				100.00%				$   -				100.00%				$   -				100.00%

		Cost/ Goods Sold (COGS)		-				-				-				-				-				-

		Gross Profit		$   -

Mitali Pattnaik: Totals and percentages are calculated automatically.				-				$   -				-				$   -				-



		Operating Expenses

		Salary (Office & Overhead)		$   -				-				$   -				-				$   -				-

		Payroll (taxes etc.)		-				-				-				-				-				-

		Outside Services		-				-				-				-				-				-

		Supplies (off and operation)		-				-				-				-				-				-

		Repairs/ Maintenance		-				-				-				-				-				-

		Advertising		-				-				-				-				-				-

		Car, Delivery and Travel		-				-				-				-				-				-

		Accounting and Legal		-				-				-				-				-				-

		Rent & Related Costs		-				-				-				-				-				-

		Telephone		-				-				-				-				-				-

		Utilities		-				-				-				-				-				-

		Insurance		-				-				-				-				-				-

		Taxes (real estate etc.)		-				-				-				-				-				-

		Interest		-				-				-				-				-				-

		Depreciation		-				-				-				-				-				-

		Other expense (specify)		-				-				-				-				-				-

		Other expense (specify)		-				-				-				-				-				-

		Total Expenses		$   -				-				$   -				-				$   -				-



		Net Profit Before Taxes		-								-								-

		Income Taxes		-								-								-

		Net Operating Income		-								-								-







Notes on Preparation

You may want to print this information to use as reference later. To delete these instructions, click the border of this text box and then press the DELETE key.

A long term forecast is not a necessary part of a basic business plan. However, it is an excellent tool to help you open up your thinking about the company's future. Furthermore, venture capitalists will almost always want a long term forecast to get a feel for growth prospects.

The further out you forecast, the less accuracy you can maintain, so use round numbers, except where you know exact amounts; e.g.: rent expense if you have a long term lease.
The most important part of the long term forecast is not the numbers themselves, but the assumptions underlying the numbers. So make sure your assumptions are stated clearly and in detail in a narrative attachment. This will communicate your vision of the company's future and how you anticipate realizing that vision.

You will note that there are some lines on the bottom of this spreadsheet which may not be on a twelve-month P & L. This is to help you do some planning about funding growth:
- NET PROFIT BEFORE TAX is the same as Net Profit on a 12-month Profit and Loss spreadsheet.
- INCOME TAX allows you to estimate how much of your profit will have to go to the IRS.
- NET PROFIT AFTER TAX is what is left for you to use.
- OWNER DRAW/ DIVIDENDS is how much the owners plan to take out for themselves.
- ADJUSTMENT TO RETAINED EARNINGS is the amount of profit actually left in the business to increase Owners' Equity and fund growth.
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Twelve-month cash flow



		Cash Flow (12 months)												Enter Company Name Here														Fiscal Year Begins:		Jan-19

				Pre-Startup EST		Jan-19		Feb-19		Mar-19		Apr-19		May-19		Jun-19		Jul-19		Aug-19		Sep-19		Oct-19		Nov-19		Dec-19		Total Item EST

		Cash on Hand (beginning of month)				0		0		0		0		0		0		0		0		0		0		0		0		0



		CASH RECEIPTS

		Cash Sales

		Collections fm CR accounts

		Loan/ other cash inj.

		TOTAL CASH RECEIPTS		0

Microsoft: Totals are calculated automatically.		0		0		0		0		0		0		0		0		0		0		0		0		0

		Total Cash Available (before cash out)		0		0		0		0		0		0		0		0		0		0		0		0		0		0



		CASH PAID OUT

		Purchases (merchandise)

		Purchases (specify)

		Purchases (specify)

		Gross wages (exact withdrawal)

		Payroll expenses (taxes, etc.)

		Outside services

		Supplies (office & oper.)

		Repairs & maintenance

		Advertising

		Car, delivery & travel

		Accounting & legal

		Rent

		Telephone

		Utilities

		Insurance

		Taxes (real estate, etc.)

		Interest

		Other expenses (specify)

		Other (specify)

		Other (specify)

		Miscellaneous

		SUBTOTAL		0		0		0		0		0		0		0		0		0		0		0		0		0		0

		Loan principal payment

		Capital purchase (specify)

		Other startup costs

		Reserve and/or Escrow

		Owners' Withdrawal

		TOTAL CASH PAID OUT		0		0		0		0		0		0		0		0		0		0		0		0		0		0

		Cash Position (end of month)		0		0		0		0		0		0		0		0		0		0		0		0		0		0



		ESSENTIAL OPERATING DATA (non cash flow information)

		Sales Volume (dollars)

		Accounts Receivable

		Bad Debt (end of month)

		Inventory on hand (eom)

		Accounts Payable (eom)

		Depreciation



Notes on Preparation

You may want to print this information to use as reference later. To delete these instructions, click the border of this text box and then press the DELETE key.

Refer back to your Profit & Loss Projection.  Line-by-line ask yourself when you should expect cash to come and go. You have already done a sales projection, now you must predict when you will actually collect from customers. On the expense side, you have previously projected expenses; now predict when you will actually have to write the check to pay those bills. Most items will be the same as on the Profit & Loss Projection. Rent and utility bills, for instance, are usually paid in the month they are incurred. Other items will differ from the Profit & Loss view.  Insurance and some types of taxes, for example, may actually be payable quarterly or semiannually, even though you recognize them as monthly expenses. Just try to make the Cash Flow as realistic as you can line by line. The payoff for you will be an ability to manage and forecast working capital needs. Change the category labels in the left column as needed to fit your accounting system.

Note that lines for 'Loan principal payment' through 'Owners' Withdrawal' are for items that always are different on the Cash Flow than on the Profit & Loss.  Loan Principal Payment, Capital Purchases, and Owner's Draw simply do not, by the rules of accounting, show up on the Profit & Loss Projection. They do, however, definitely take cash out of the business, and so need to be included in your Cash plan. On the other hand, you will not find Depreciation on the Cash Flow because you never write a check for Depreciation. Cash from Loans Received and Owners' Injections go in the "Loan/ other cash inj." row. The "Pre-Startup" column is for cash outlays prior to the time covered by the Cash Flow. It is intended primarily for new business startups or major expansion projects where a great deal of cash must go out before operations commence. The bottom section, "ESSENTIAL OPERATING DATA", is not actually part of the Cash model, but it allows you to track items which have a heavy impact on cash. The Cash Flow Projection is the best way to forecast working capital needs. Begin with the amount of Cash on Hand you expect to have. Project all the Receipts and Paid Outs for the year. If CASH POSITION gets dangerously low or negative, you will need to pump in more cash to keep the operation afloat. Many profitable businesses have gone under because they could not pay the bills while waiting for money to flow in. Your creditors do not care about profit; they want to be paid with cash. Cash is the financial lifeblood of your business.




Instructions



Notes on Preparation

Note: You may want to print this information to use as reference later. To delete these instructions, click the border of this text box and then press the DELETE key.

Refer back to your Profit & Loss Projection.  Line-by-line ask yourself when you should expect cash to come and go. You have already done a sales projection, now you must predict when you will actually collect from customers. On the expense side, you have previously projected expenses; now predict when you will actually have to write the check to pay those bills. Most items will be the same as on the Profit & Loss Projection. Rent and utility bills, for instance, are usually paid in the month they are incurred. Other items will differ from the Profit & Loss view.  Insurance and some types of taxes, for example, may actually be payable quarterly or semiannually, even though you recognize them as monthly expenses. Just try to make the Cash Flow as realistic as you can line by line. The payoff for you will be an ability to manage and forecast working capital needs. Change the category labels in the left column as needed to fit your accounting system.

Note that lines for 'Loan principal payment' through 'Owners' Withdrawal' are for items that always are different on the Cash Flow than on the Profit & Loss.  Loan Principal Payment, Capital Purchases, and Owner's Draw simply do not, by the rules of accounting, show up on the Profit & Loss Projection. They do, however, definitely take cash out of the business, and so need to be included in your Cash plan. On the other hand, you will not find Depreciation on the Cash Flow because you never write a check for Depreciation. Cash from Loans Received and Owners' Injections go in the "Loan/ other cash inj." row. The "Pre-Startup" column is for cash outlays prior to the time covered by the Cash Flow. It is intended primarily for new business startups or major expansion projects where a great deal of cash must go out before operations commence. The bottom section, "ESSENTIAL OPERATING DATA", is not actually part of the Cash model, but it allows you to track items which have a heavy impact on cash. The Cash Flow Projection is the best way to forecast working capital needs. Begin with the amount of Cash on Hand you expect to have. Project all the Receipts and Paid Outs for the year. If CASH POSITION gets dangerously low or negative, you will need to pump in more cash to keep the operation afloat. Many profitable businesses have gone under because they could not pay the bills while waiting for money to flow in. Your creditors do not care about profit; they want to be paid with cash. Cash is the financial lifeblood of your business.
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SCORE Twin Cities Client Resource Guide Legal Resources  6]0

There are a number of useful resources available addressing multiple areas of business law and governance. These are
just a few you may find helpful in address some of the basics to starting your business:

LegalCorps — Minnesota'’s premier legal resource center for small business provides a tremendous service to the
community — check these resources for more info.

LegalCorps Access to

Information on .
Services

Entity Formation Intellectual Property
Overview Overview

LegalCorps Minneapolis | St. Paul

Other legal resources

LegalCorps FindLaw LawDepot Basic
Resources for Small Business Business Legal Resources Contract Templates

SCORE 44
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http://legalcorps.org/
http://legalcorps.org/small-businesses
https://www.lawdepot.com/
https://smallbusiness.findlaw.com/starting-a-business/business-start-up-checklist.html
https://stpaul.score.org/resource/free-small-business-legal-advice-score-st-paul
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* We'd like to acknowledge the many contributors who made this guide possible. First, the clients we serve who have trusted our
organization to help them. The relationships we've forged and the learnings you've provided continue to be invaluable in
shaping our efforts and hopefully bring more value to the community we serve. Thank you.

* And, to the organizations whose tremendous support have provided direct and indirect content and services that have shaped
this guide. Two partners in particular have been invaluable to our efforts:
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COUNCIL OF

NONPROFITS

Steps to Forming a Nonprofit: Visionary
Stage

Step 1: Determine if it is Necessary to Start a Nonprofit.

Is starting a new nonprofit organization really the best way to accomplish the goals you have set forth? Other
alternatives, including collaborating with an existing nonprofit organization, establishing an unincorporated
association, finding a fiscal sponsor or forming a for-profit business, may achieve your objectives quicker, more
efficiently, and for the greatest benefit foryour target audience.

Step 2: Decide on the Purpose and Mission.

The purpose of a charitable nonprofit must be for the public interest and common good. It should establish a single
mission and a set of goals and programs that will accomplish that mission.

During this step, a new nonprofit should analyze what it wants to do, who it wants to reach, and how it wants to
impact society. A mission statement should be brief, timeless and descriptive of what the organization is trying to
accomplish. This statement will guide the organization through not only its initial formation, but also future program
development, growth and change.

Step 3: Recruit Board Members.

The initial board of directors will assume much of the responsibility in starting a new nonprofit. They will determine
the direction and goals of the organization and set forth precedents for future board members. The first board
writes the articles of incorporation and approves the original bylaws, does much of the initial fundraising and hires
staff as the organization takes shape and becomes an entity in and of itself. This initial all-volunteer period can
prove to be very challenging for new organizations, making it essential that initial board members are dedicated to
the nonprofit's mission and to the success of the organization.

Step 4: Check for Availability and Reserve a Name.

Not only is it Minnesota law, but it is crucial to your new organization's identity to obtain a unique name under
which to operate. Any potential name for a new business or nonprofit can be checked through the Minnesota
Secretary of State's Office. Organizations can also reserve a unique name through the Minnesota Secretary of
State’s Office. Once a name is reserved, no other organization may use that name.

Step 5: Write the Articles of Incorporation.

The founders of the organization should write its articles of incorporation. This document formally names the entity,
its location and its purpose. This document is the legal record of how the organization is to be managed. The
Minnesota Nonprofit Corporation Act, Section 317A of the Minnesota Statutes, lists laws that govern Minnesota
nonprofit corporations. It is important to remember when drafting the original articles of incorporation that parts of
the Minnesota Nonprofit Corporation Act state the default laws that nonprofits must follow, unless their articles or
bylaws state otherwise.

It is necessary to write and file the articles of incorporation prior to applying for tax-exempt status from the
Internal Revenue Service. The IRS requires specific language to be used describing the charitable purpose of the
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organization, and the requirements it must follow for exemption. Please note the sample articles of incorporation
provided by the Secretary of State’s Office do not include this information.

Step 6: Incorporate as a Nonprofit Organization.

The main purpose of incorporating an organization is that of risk management. Filing articles of incorporation with
the Minnesota Secretary of State’s Office provides a limited liability for the governing body of the organization. If
directors act in a responsible and reasonable way, they can avoid personal liabilities to creditors of the organization.
However, this does not include debts to the Internal Revenue Service for due payments or due to fraudulent
activities.

Incorporating an organization also provides stability during personnel changes, eases future relationships with
funders, contractors and employees, and provides the means to apply for tax-exempt status through the IRS. Once
the articles are filed, the organization will receive a Certificate of Incorporation from the Minnesota Secretary of
State’s Office. This certificate includes a charter number unique to that organization. The charter number is used
only internally by the Secretary of State. To incorporate, send your organization's Articles of Incorporation to the
Minnesota Secretary of State, Business Services Division. The filing fee is $70.

A nonprofit's Articles of Incorporation only needs to be submitted once, but the nonprofit will be responsible for
annually filing with the Secretary of State. Amendments can also be made to a nonprofit's articles of incorporation,
including a fee of $35.

Step 7: Create a Business Plan with a Budget.

Creating a thoughtful business plan during the beginning stages of a new nonprofit can provide a sense of direction
to the organization as it develops. A plan should include what the organization’s goals are, what programs it will
operate, where it will get funding, whether or not it will conduct events, have staff, volunteers, and more. It should
also include a budget plan that includes where funding will come from, whether or not programs will rely on grants,
individual donations, state or federal contracts, as well as expected expenses.

A business plan and budget are not only useful in thinking through the structure of the organization, but they are
required as part of the narrative section of IRS Form 1023, Application for Tax-Exempt Status.

Step 8: Draft the Corporate Bylaws.

The bylaws serve as the rule book for the nonprofit. Section 317A of the Minnesota Statutes is the basis for
Minnesota’s nonprofit law, and the organization’s bylaws should follow this law. There is substantial flexibility to
writing the organizational bylaws to fit the uniqueness of an organization. They are flexible and relatively easy to
amend as the organization changes and grows.

Bylaws are much easier to amend than the articles of incorporation and should be reviewed frequently. This
document should be more detailed then the articles of incorporation and address the following organizational
issues:

¢ Membership: Whether or not the organization will have members, who they are, how and when membership
meetings will occur, what notice is required for meetings, requirements of a special meeting, quorum and
voting.

¢ Board of directors: The number of directors, election process, meetings, length of term, number of terms
allowed, vacancies, removals, quorum, officers and standing committees.

¢ Fiscal management: The fiscal year, committee and officer responsibilities, compensation of directors,
reporting requirements and dues.

¢ Amendments: How will amendments be made and approved.

A nonprofit's bylaws need to be submitted to the IRS when filing Form 1023 for tax-exempt status. Bylaws do not
need to be resubmitted every time they are amended, but the IRS can request a nonprofit's bylaws at any time.
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Step 9: Hold the First Meeting of the Board.

The first official meeting should consist of the initial board members or incorporators. This gathering marks the
official start to the organization.

At the first meeting of the board, the initial board members must approve the drafted bylaws and adopt its
principles. The new organization will also vote on new board members and officers as it is called for in its bylaws.
Once these activities are accomplished, the board should begin forming the mission and start the process of
obtaining tax-exempt status.

Step 10: Apply for Federal ID Number (EIN).

Nonprofit organizations should have an EIN, often referred to as a Federal ID Number, even if it has no employees.
The EIN acts similarly to a social security number for individuals and may be requested when opening a bank
account or during other fiscal operations. Organizations must be incorporated before applying for an EIN and must
have an EIN before applying for tax-exempt status. For more information, visit the IRS website.

Step 11: Obtain Income Tax Exemption from the IRS.

Once the organization's articles of incorporation have been filed and the bylaws have been approved by the initial
board of directors, the next step for a new nonprofit is applying for federal tax exemption from the Internal
Revenue Service. A common myth is that all nonprofits are automatically tax- exempt. This is not the case.

There are several steps and filing requirements an organization needs to complete before receiving exemption. And
even then, not all organizations qualify for the same exemptions. The following steps applies for 501(c)(3) status
from the IRS, the most common type of tax-exempt organization.

1. Read IRS Publication 557, Tax-Exempt Status for Your Organization. This 55-page document includes no
forms to file, but lays out the federal laws regulating tax-exempt organizations. It is available free and
serves as a useful reference guide for filing requirements, employment issues, lobbying expenditures, and
many other complex nonprofit issues regulated by IRS codes.

2. Fill out IRS Form 1023, Application for Recognition of Exemption. Form 1023 applies for a ruling or
determination letter on an organization’s exempt status under Section 501(c)(3). An estimated average of
60 hours will be spent filing Form 1023.

3. Fill out IRS Form 8718, User Fee for Exempt Organizations Determination Letter Request. Form 8718 is used
to process the fee for applying for tax-exempt status and must be included when filing Form 1023.
Organizations applying for exemption under another 501(c) section should file IRS Form 1024.

4. The filing fee is $850 for organizations anticipating gross receipts averaging more than $10,000 during its
first four years and $400 for organizations anticipating gross receipts averaging less than $10,000 during its
first four years.

Step 12: Apply for Sales Tax Exemption

Some nonprofits qualify for exemption from sales tax on purchases through the Minnesota Department of Revenue.
This exemption allows purchases on office supplies, furniture, vehicles, computer equipment and other taxed items
to be purchased without a 6.5 percent (7 percent in Minneapolis and St. Paul) sales tax. Most exemptions are given
to purely educational or direct service organizations.

To apply for sales tax exemption, organizations must complete and submit Form ST16, Application for Nonprofit
Exempt Status — Sales Tax

Step 13: Receive Tax ldentification Number

If the organization will sell products or services subject to Minnesota sales tax, withhold Minnesota income taxes
from employees, pay MinnesotaCare taxes or special taxes, or is a vendor of goods or services to a state
government agency, the organization must receive a tax identification number from the Minnesota Department of
Revenue.

To obtain a tax identification number, complete and submit Form ABR, Application for Business Reqistration.
Organizations must submit this form if they register for at least one type of tax, including sales and withholding
taxes, income tax, and excise and gross receipts taxes. The package also includes registration forms for each of
these taxes and instructions.
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Step 14: Register as a Charity

The Charitable Solicitation Act, Chapter 309 of the Minnesota Statues, states that nonprofits must register as a
charity with the Attorney General’s Office, Charities Division. An organization does not need to register only if it
meets one of the following three conditions:

1. does not hire staff or a professional fundraiser and does not plan to receive more than $25,000 in total
contributions;

2. is a purely religious organization; or

3. 3. is a private foundation that does not solicit contributions more than 100 persons during a fiscal year.

An organization must register with the Attorney General before soliciting contributions. File a Charitable
Organization Registration Statement with a copy of the organization's articles of incorporation, IRS determination
letter, and most recent financial statement. The filing fee is $25.

Step 15: File Annual Registrations

Annual reporting ensures nonprofits are held accountable for their charitable fundraising and annual expenditures.
Qualifying organizations must submit the following three types of documentation annually.

1. IRS Form 990, Return of Organizations Exempt from Income Tax. This is the most detailed and most
misunderstood filing for nonprofits. It is a complete documentation of an organization’s financial history and
is often used to hold the organization accountable for its past actions and future decisions. Recent rulings by
the IRS state that nonprofit organizations must make their Form 990 and applications for tax-exempt status
widely accessible and available to anyone upon request. The Form 990 is available on the IRS website.

2. IRS From 990EZ, Short Form - Return of Organization Exempt From Income Tax. This filing is for nonprofits
with gross receipts less than $200,000 or total assets that are less than $500,000 at the end of the year.

3. IRS Form 990N, e-postcard. This filing is for nonprofits with gross receipts less than or equal to $50,000.

4. Charitable Organization Annual Report Form. The Charitable Solicitation Act states that an Annual Report
Form must be filed with the Attorney General by the 15th day of the 7th month after the close of the
organization's fiscal year. An organization must also include a copy of IRS Form 990 and an audited financial
statement, if applicable.

5. Nonprofit Corporation Annual Registration. After an organization has filed for incorporation, it must continue
to file an online Annual Registration with the Minnesota Secretary of State. If any information has changed
since the last annual filing, the organization will need to amend its articles of incorporation. Failure to
register by December 31 each year will result in the dissolution of the organization, and a $25 fee will apply
to reinstate the organization’s corporate existence. Nonprofits can file their Annual Business Renewal online.
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CHOICE OF ENTITY

General Considerations:

When starting a business, the choice of entity or legal form for the business is one of the most fundamental
decisions the founders must make. The choice of entity for a business will have consequences for the liability of the
owners, taxes, and the flexibility/complexity of governance. The founders should compare each entity type and
choose an entity according to the circumstances and the long-term plans of the business and the owners.

The most common forms of legal entities are C-corporations, S-corporations, limited liability companies
(LLC), partnerships, and sole proprietorships. Each has a different formal structure—for example, corporations are
owned by shareholders, while LLCs are owned by members, and partnerships are owned by partners. A sole
proprietorship is owned and run by an individual.

Small businesses most commonly choose to be organized as an S-corporation or an LLC, because they
share two favorable characteristics: (1) limited liability for the owners in most cases; and (2) favorable tax
treatment. For this reason, the discussion in this memorandum focuses mainly on these two types of entities.

Limited Liability:

Limited liability protection is one factor to consider when selecting a business's legal form. Only certain
legal entities offer limited liability. One of the primary reasons to create a legal entity is to separate the business’s
liabilities from the assets of the owners. If the entity does not provide limited liability protection, a creditor may be
able to seize the owner’s personal property if obligations are not met by the business, or if the business is held
liable in a lawsuit. With limited liability protection, a creditor or plaintiff may generally only take the property of
the business itself, but not the personal property of the owners.

Shareholders of a corporation and members of an LLC are not personally liable for debts and obligations of
the entity, including contracts and tort liabilities; only their initial investment is at risk if the entity fails. The
individual in a sole proprietorship or partners in a general partnership are personally responsible for all debts and
obligations of the entity. The limited partners receive limited liability protection and are only liable for their initial
investment; however, the general partners in the LP are personally liable for the entity’s debts and obligations.
Partners in a LP can elect limited liability protection and become limited liability limited partnerships (LLLP). In a
LLLP, all partners receive limited liability protection. Partners in a limited liability partnership (LLP) are protected
from liabilities of the partnership. However, LLPs and LLLPs involve formal requirements for maintaining limited
liability, compared to corporations and LL.Cs where the limited liability is automatic.

Income Taxes:

S-corporations, LLCs, and partnerships feature “pass-through” taxation, where only the individual owners
are taxed at their ordinary income rates and not the entity itself. A C-corporation features a “double tax” that is
usually disadvantageous—the entity is taxed at the corporate level, and individuals are then taxed on distributions
of profits, such as dividends. An S-corporation must meet several technical requirements to maintain its favorable

' In certain circumstances, such as fraud or misappropriation of corporate funds, a court may “pierce the corporate veil”” and
allow a creditor to take the owner’s personal property. See Legal CORPS “Tips for Preserving the Corporate Veil” pamphlet.
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tax status: (1) it must make timely filings with the IRS; (2) there must be fewer than 100 shareholders; (3) all
shareholders must be natural persons and U.S. citizens or residents; and (4) there can only be one class of stock.
The LLC’s favorable tax treatment, on the other hand, is automatic unless it elects to be taxed like a C-corporation.

LLCs Compared to Corporations:

Corporations and LLCs feature different terminology for similar concepts. An owner of an LLC is a
member. An LLC member is similar to a shareholder in a corporation.

An LLC member's ownership interest in the LLC is called a membership interest rather than shares of
stock. The member's membership interest is a percentage of the overall interests in the LLC. In contrast, a
shareholder in a corporation owns a certain number of shares of stock. A corporation is governed by a board of
directors, while an LLC is governed by a board of governors, although the LLC can be governed by the members.
This is especially common when a single member owns 100 percent of the membership interest. In a corporation,
the business is run by officers, whereas in an LLC, the business is run by managers.

LLCs and S-corporations are similar in that both entities limit the owner’s liability and both have pass-
through taxation, unlike C-corporations that have double taxation. The LLC form is more flexible than the S-

corporation because there are no restrictions on who can own LLC interests.

Flexibility and Complexity:

Flexibility can be crucial to the success of a young business because of the need to adapt quickly to a
changing environment. However, flexibility must be balanced with the burden of additional costs and the
complexities involved with a certain entity. Corporations require certain formalities, such as shareholder meetings,
but governance is simple and well understood. LLCs—like partnerships —allow more flexibility than corporations
in how profits and losses will be shared. Also, LLCs are relatively easy and inexpensive to form, maintain, and
dissolve. However, the agreements governing LLCs tend to be longer and more complex than corporate governing
documents, especially where there are multiple owners. Finally, accounting and taxes are much simpler for C-
corporations than for pass-through entities since C-corporations are taxed as separate entities. However, the double
tax element of C-corporations is generally considered a disadvantage.

Conclusion:

Founders must balance many things when deciding what type of entity to form when starting their business.
These decisions are complex and are dependent on the individuals involved. Generally speaking, it is much easier
to form a legal entity correctly at the start, rather than trying to fix the formation documents after the business has
begun operations. Founders should seek advice from an attorney and an accountant before forming a legal business
entity

This publication is for general information purposes only and is not to be considered legal advice. You should not rely on any information or views contained
in this publication in evaluating any specific legal issues you may have. Please consult your attorney for specific legal advice. Any U.S. federal tax advice
contained in this communication (whether distributed by mail, e-mail, or fax) is not intended or written to be used, and it cannot be used by any person for the
purpose of avoiding U.S. federal tax penalties or for the purpose of promoting, marketing or recommending any entity, investment plan or other transaction.
(The foregoing legend has been affixed pursuant to U.S. Treasury Regulations governing tax practice.)

: Additional Resources: A Guide to Starting a Business in Minnesota, Minnesota Department of Employment and Economic
Development.
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Choice of Entity Comparison Chart:

Formation Ownership/ Taxation Liability Advantages Disadvantages
Documents Governance
LLC Articles of Owned by Pass-though No personal Limited liability, Difficult to transfer
Organization; members; governed | taxation, may choose | liability for members | flexibility, and pass- ownership;
Member Control by board of tax at entity level subject to the through taxation complicated
Agreement governors; run by “corporate veil” documents,
managers holding up* especially with
multiple owners
S-corporation Articles of Owned by Pass-through No personal Limited liability Restrictions on
Incorporation; shareholders; taxation of liability for and number and types of
Bylaws, Shareholder governed by board shareholders; several shareholders, pass-through taxation shareholders and
Agreement of directors; run by | requirements must be | directors, or officers other technical
officers met to maintain tax subject to the requirements for
status, including “corporate veil” maintaining tax
following restrictions holding up* status; not as flexible
on the number of as LLC in structure
shareholders, the type
of shareholders, and
the kind of stock
C-corporation Articles of Owned by “Double tax” — No personal Limited liability, Double tax; not as
Incorporation; shareholders; corporate tax of liability for easy for investing, flexible as LLC in
Bylaws, Shareholder governed by board profits at entity shareholders, and easy to transfer structure
Agreement of directors; run by level, and second directors, or officers ownership
officers level tax on subject to the
distributions to “corporate veil”
shareholders holding up*

*See Legal CORPS “Tips for Preserving the Corporate Veil” pamphlet, describing how to preserve corporate formalities; there may also be

personal liability in cases of fraud or intentional or reckless misconduct.
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Tips for Preserving the Corporate Veil

A creditor who is allowed to pierce the corporate veil may attack a business owner’s personal
assets in addition to the assets of the corporate entity. The following tips may help to avoid the
corporate veil from being pierced in a corporation or limited liability company (LLC):

O Keep clear divisions between the business owner(s) and the entity. One way to distinguish
the business owner from the entity (corporation or LLC) is to avoid the comingling of funds,
which occurs when a business owner uses company money to pay for personal expenses or
moves money back and forth between business and personal accounts. It is very important to
establish a separate bank account for the entity and to have all financial transactions run through
that account. Business expenses should be paid from that bank account, and all checks to the
business should be payable to the entity. Business owners may also separate themselves from the
corporate entity by distinguishing their personal property from property owned by the
corporation and maintaining separate tax returns.

O Maintain corporate records. The corporate entity should keep corporate records
documenting the financial structure and capitalization of the corporate entity.

O Observe corporate formalities. This includes filing with the secretary of state, holding
periodic corporate meetings of the principals and officers of the corporation, and preparing
corporate tax returns. It is very important that all contracts are signed in the name of the entity.

O Capitalize the business. The corporate entity should have reserve funding (i.e. capital) and
insurance to cover operating expenses and potential liabilities. A court will look negatively upon
a corporate entity that was never properly funded and is insolvent at the time of transaction.

Note: Even if the owners maintain the formalities described above, courts will impose personal
liability if the owners are found to have engaged in fraud or acted intentionally or recklessly to
injure someone or cause loss. For example, a court may determine there was fraud if investors
were told money would be used for a specific purpose for which it was not actually used.

This publication is for general information purposes only and is not to be considered legal advice. You should not rely on any
information or views contained in this publication in evaluating any specific legal issues you may have. Please consult your
attorney for specific legal advice.

 Under Minnesota law, the conditions and circumstances under which the corporate veil may be pierced are the
same for both corporations and LLCs.
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Intellectual Property

Purpose of Intellectual Property: To encourage creativity and innovation by preventing others

from using your ideas without your permission after you have established a legal claim to those
specific ideas. The four main mechanisms for protecting intellectual property include patents,
trademarks, copyrights, and trade secrets.

O Patents: Patent law protect an invention from being made, sold, or used by others for a
certain period of time (typically 20 years from the time of a patent application filing). To protect
a patent, an individual must apply for a patent with the US Patent and Trademark Office
(USPTO). Since the filing paperwork can be complex, it is recommended that you seek counsel
from an attorney specializing in patent law.

O Trademarks: Trademark law creates usage rights in words, phrases, symbols, and other
indicators that identify the source or sponsorship of goods or services. Trademarks are
automatically assumed once a business begins using a certain mark to identify its company, and
may use the symbol “TM” without filing their symbol or name with the government.
Registration of a mark with the USPTO or the state provides a presumption of validity and other
benefits. However, trademark law does not afford much protection to trademarks that are merely
descriptive of the goods or services that they represent.

O Copyrights: Copyright law protects the fruits of creative efforts. A copyright owner enjoys
the exclusive right to reproduce the work, distribute it, display or perform it, and to create
derivative works from it, as well as the ability to transfer any or all of these rights. Copyright
protection generally lasts for seventy years beyond the death of the original author. Copyrights
do not protect ideas, only how they are expressed. Registration is not required, however it is
necessary to enforce a copyright holder’s rights and it may provide additional benefits and
remedies.

O Trade Secrets: Trade secrets law protects confidential information that a company or other
organization creates or compiles to give it an economic advantage over its competitors. Trade
secret owners must preserve their trade secret through proper security, access control, clear
identification, and confidentiality and non-disclosure agreements.

This publication is for general information purposes only and is not to be considered legal advice. You should not rely on any
information or views contained in this publication in evaluating any specific legal issues you may have. Please consult your
attorney for specific legal advice.
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A patent is a type of property right. It gives the patent holder the right, for a limited time, to exclude
others from making, using, offering to sell, selling, or importing into the United States the subject matter
that is within the scope of protection granted by the patent. The United States Patent and Trademark
Office determines whether a patent should be granted in a particular case. Patent duration is either 20
years for a utility patent or 14 years for a design patent. Patents are not renewable.

Applying for a Patent

1. File an Application with Drawings to the USPTO

a. Provisional application: The Application is not examined but approval only gives you a “patent
pending” status. The maximum duration is one year. Allows filing without a formal patent claim, oath or
declaration, or any information disclosure (prior art) statement. Can be filed up to twelve months
following the date of first sale, offer for sale, public use, or publication of the invention, whichever occurs
first. See 35 U.S.C. §111(b).

A written description of the invention, complying with all requirements of 35 U.S.C. §112, and any
drawings necessary to understand the invention, complying with 35 U.S.C. §113, must be filed
electronically or by mail. If either of these items are missing or incomplete, no filing date will be accorded
to the provisional application. To be complete, a provisional application must also include the filing fee as
set forth in 37 CFR 1.16(d) and a cover sheet identifying:

1. The application as a provisional application for patent;

The name(s) of all inventors;

Inventor residence(s);

Title of the invention;

Name and registration number of attorney or agent and docket number (if applicable);
Correspondence address; and

Any U.S. Government agency that has a property interest in the application.

Nou,swnN

b. Non-provisional application. A non-provisional application is examined by a patent examiner, and may
be issued as a patent if all the requirements for patentability are met. The Application may be filed
electronically or by mail, however, there may be additional fees if the Application is not filed
electronically. See 35 U.S.C. §111(a).

A complete non-provisional utility patent application should contain the elements listed below, arranged
in the order shown:

1. Utility Patent Application Transmittal Form or Transmittal Letter;
Appropriate Fees;

Application Data Sheet (see 37 CFR §1.76);

Specification (with at least one claim);

Drawings (when necessary);

Executed Oath or Declaration;

Nucleotide and/or Amino Acid Sequence Listing (when necessary); and

Nou,swnN
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8. Large Tables or Computer Listings (when necessary).

2. Communication from the USPTO Called an Office Action

An office action will be issued by the USPTO after the Application has been reviewed. Make
careful note of the deadline in which to respond to the office action. A structured response is

necessary.

3. Next Communication from the USPTO Likely to be ‘Final’ Office Action

a. Options if the Application is Declined

1. Walking away is always an option. The patent is lost but no additional fees are incurred.
2. File a continuation application to argue with the Examiner. New filing fees incurred.
3. Appealif you feel firmly that the Examiner is wrong. This is costly and takes a long time.

b. Next Steps if the Application is Approved

1. Notice of Allowance Issued

2. lIssue Fee Paid
3. PatentIssued

5. Maintenance Fees Must be Paid at 3.5, 7.5 and 11.5 Years

Additional Resources

Patent and Trademark Depository Library

Minneapolis Central Library
300 Nicollet Mall
Minneapolis, MN 55401
612-543-8095

Minnesota Inventors Congress

Deb Hess, Programs Director

(507) 627-2344
www.minnesotainventorscongress.org

Local Inventors Groups

Inventors Network

(meets monthly, 3rd Tues of the month)
Eisenhower Community Center

1001 Highway 7, Hopkins, MN 55403
http://mninventornetwork.webs.com/

LegalCORPS Investor Assistance Program
http://legalcorps.org/inventors/inventors

United States Patent and Trademark Office
www.uspto.gov
http//www.uspto.gov/inventors/patents.jsp

Innovators and Entrepreneurs
info@meetup.com

Clyde Hanson (612) 418-1192
Meetup Host and Founder

1000 LaSalle Ave. SCH 317 * Minneapolis, MN 55403 ¢ 612-206-0780 ¢ info@legalcorps.org







TheBusinessModd Canvas =™ Desgnadty: -

Iteration:

Key Partners § Key Adtivities ValuePropositions Custome Rdationships Customer Segrents

What Key Activities do our Value
? . . . .
wﬂo are our Eey Partrllgrs.? Propositions require? What value do we deliver to the customer? For whom are we creating value? How are they integrated with the rest
Wh?cﬁrlieoulges?;?clsf;:;;e acquiring from Our Distribution Channels? Which one of our customer’s problems Who are our most important customers? of our business model? How costly are they?
artners?y quiring Customer Relationships? are we helping to solve? . What type of relationship does each of our Mass Market
E\m' h K- Activities d " form? Revenue streams? What bundles of products and services Customer Segments expect us to establish Niche Market
.1c ) ey Activi le_s O partners pertorms categories are we offering to each Customer Segment? and maintain with them? ;?gmeptzd
goélﬁift?;ﬁzzaergim'ps Production Which customer needs are we satisfying? Which ones have we established? hl;zrtl;ssllge 4 Platformo
deuction of risk and unceyrtainty ’I;Irottzlem/S,\TI\:ing " characteristics examples _
Acquisition of particular resources and activities atiorm/Networ Newness Personal assistance
Performance Dedicated Personal Assistance
Customization Self-Service
“Getting the Job Done” Automated Services
Design Communities
Brand/Status Co-creation
Price
Cost Reduction
Risk Reduction
Accessibility

Convenience/Usability

Key Resources

What Key Resources do our Value Through which Channels do our
Propositions require? Customer Segments want to be reached?
Our Distribution Channels? How are we reaching them now?

Customer Relationships? Revenue Streams? How are our Channels integrated?

Which ones work best? Which ones are most
cost-efficient? How are we integrating them

Channds

types of resources

Physical with customer routines?
Intellectual (brand patents, copyrights, data) :
Humalj channel phases:

Financial

1. Awareness: How do we raise awareness about our company’s
products and services?

2. Evaluation: How do we help customers evaluate our
organization’s Value Proposition?

3. Purchase: How do we allow customers to purchase specifc
products and services?

4. Delivery: How do we deliver a Value Proposition to customers?

5. After sales: How do we provide post-purchase customer

support?

Cost Structure

What are the most important costs inherent in our business model?
Which Key Resources are most expensive?

RevenueStreans

For what value are our customers really willing to pay?
For what do they currently pay? How are they currently paying?

Which Key Activities are most expensive? How would they prefer to pay? How much does each Revenue Stream contribute to overall revenues?
is your business more: types: fixed pricing dynamic pricing

Cost Driven (leanest cost structure, low price value proposition, maximum automation, extensive outsourcing) Asset sale List Price Negotiation( bargaining)

Value Driven (focused on value creation, premium value proposition) Usage fee Product feature dependent  Yield Management

sample characteristics: EUb;_CI’iP/gOH FEe/SL ~ Customer segment dependent Real-time-Market

Fixed Costs (salaries, rents, utilities) L?” ing; enting/Leasing Volume dependent

Variable costs B'Cel?s'ng .

Economies of scale AEJO etfége ees

Economies of scope vertising

- - This work is licensed under the Creative Commons Attribution-Share Alike 3.0 Unported License.

or send a letter to Creative Commons, 171 Second Street, Suite 300, San Francisco, California, 94105, USA.






QZMM/}/ of Einancial Terms

Accounts Payable

Accounts Receivable
Additional Inventory

Amortization

Assets

Balance Sheet
Benchmarking

Benefits

Book Value

Breakeven Point

Business Concept

Capital

Cash Flow Statement

C-Corp.

Collateral

Cost of Goods Sold (COGS)

Current
Debt Capital

Depreciation

Money owed to others for goods and services received

Money owed from customers for goods and services sold

Raw materials or finished goods that are ready or will be ready for sale,
which are purchased to replenish existing inventory

The paying off of debt in regular installments over a period of time

All resources owned by the business

A financial statement that shows the company’s financial position at a
moment in time—all assets, all liabilities, and all equity

Comparing company’s results to the experiences of others of

similar size and within the same industry

Costs paid by company for employee-related items, such as

Social Security, worker comp, health insurance, vacations, sick

days, etc.

Sum of all assets, minus all liabilities = equity. The intrinsic value of the
business owned by the stockholders

Point at which total sales for a period of time = total expenses for that
period of time (in other words, there is neither a profit nor a loss)

An idea which can be used for commercial purposes

Long term money held in the business that is used to create profit

An analytical tool that demonstrates the short-term viability of a
company, particularly its ability to pay bills

A limited liability legal structure in which the company is taxed
separately from its shareholders

Property and goods used to secure repayment of a loan

Also called cost of sales or variable costs. The costs associated with a
specific product, not including overhead costs, such as payroll or office
supplies.

Will occur within 12 months of the financial statement date

Debt raised by the business by taking out a loan

Cost of expensing a fixed asset over its estimated useful life; Many
people use "Straight Line" depreciation, equal amounts over the life of
the asset, for management planning and reporting purposes.
"Accelerated” depreciation might be used for tax reporting purposed.
Consult your accountant for advice.

Glossary of Financial Terms
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Direct Cost
Disbursements
Dividends Paid
Equity
Expense

Financial Projection

Fixed Expense

Forecast
Fringe Benefits

Funds Management

Gross Profit

Gross Profit Margin %

Income

Income Statement

Indirect Cost

Industry Comparison
Liabilities

Line Of Credit

Long Term
Model

Net Profit

Net Profit Before Taxes

Net Profit Margin %

Cost that can be directly traced to producing specific goods or services
Money paid out

Money paid to shareholders

(see book value)

Operating costs the business incurs through its efforts to earn revenue
Estimate of future financial outcomes (see forecast)

Business expenses which must be paid every month, even if you
have no customers (for example: rent, utilities, telephone, loan
payments)

Making statements about events which have not yet been observed

(see benefits)
Management of cash flow

Revenue minus the cost of making a product or providing a service,
but before deducting overhead, payroll, taxes and interest
payments

Gross profit divided by total sales

Revenue produced through sales of goods and services
Analysis of financial performance over a period of time (also called the
Profit and Loss statement, or 'P&L’)

Costs that are not directly accountable to a unit of production, also
called overhead (such as taxes, administration, personnel, and security)

(see benchmarking)
What the business owes to others

The maximum credit a customer is allowed; This is usually arranged
with a bank, and the borrower is allowed to borrow up to a pre-
defined amount. This is generally used to maintain a certain minimum
cash balance for the business.

Occurs later than 12 months from the financial statement date

Computer program that uses facts and assumptions to simulate
financial operations of a business

Sum of total revenue and gains, less all expenses (including taxes) for
a reporting period

Sum of total revenue and gains, less all expenses except for
income taxes for the reporting period

Net profit divided by total sales

Glossary of Financial Terms
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Operating Expense
Overhead

Owners Distribution
Payment Terms

Profit & Loss Statement
Profitable

Projected
Ratios
Receipts
Revenue
Sales

Sales Forecast

Sales Unit

S-Corp

Short Term

Sole Proprietorship

Sources of Funds

Spreadsheets

Subcontract

Expenditures incurred in the normal course of business

(see indirect cost)

A payment of earnings to owners of a business

Conditions under which a seller completes a sale, including the time
the customer has to pay off the amount due

(see income statement)

Excess of purchase price over the costs of bringing product or service
to market

Estimated or forecast

Calculations used to make numerical comparisons
(see income)

(see income)

(see income)

Estimated sales for a time period

As used in the SCORE model, it is a product or service, or a group of
products or services, regarded as a single line-item entry in the

sales forecast

A limited liability legal structure in which the corporation's income or
losses are divided among and passed through to its shareholders
who then report the income or loss on their own individual income
tax returns

Occurs within 12 months of the financial statement date

A business entity that is owned and run by one individual in which
there is no legal distinction between the owner and the business

Typical sources include profit from operations, debt from money
borrowed, and sale of equity interest to shareholders

An interactive computer application use for analysis of information in a
tabular form. These are frequently used for financial information
because of their ability to re-calculate the entire sheet automatically
after a change to a single cell is made.

Individual or business who signs a contract to perform part or all of
the obligations of another's contract

Glossary of Financial Terms
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The Lending Landscape

Findingcapitaltofinancegrowthisoneofthebiggestchallenges
facing a small business owner today. Technology is changing
the way small business owners acquire funding, for the better.

o of all business owners who
applied for financing applied
o for a loan or line of credit
(in 2015)

Many online lenders are leveraging technology to safely and securely analyze your business
to make approval decisions faster than ever. And more businesses are approved because this
technology uses more than just your personal credit score to make a decision.

Over the last few years, your options for business financing have increased (for your benefit),
which is why it's important for you to be better informed and savvier about your options when
you approach the small business loan process.

SOURCE: Report SBCS 2015 non-employer firms Click here to learn more about OnDeck
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Small Business Financing Options

Technology has opened the financing

door to many more small businesses,

with that, it's also doubled the amount of research you must do before you can
make the best decison for your business. It’s good for you to know exactly what
types of financing services are available for small business owners to look into.
This overview will take you through the basics of what you need to know.

Traditional Lenders

Q//\ Long application Q7 Lend larger

process amounts
Q7 Significant Qy Often require very
paperwork specific, high value
collateral

Qy Personal credit
score-based
evaluation

Online Lenders

Q7 Short application Q7 Lend smaller
process amounts

Q7 Less paperwork Qy Can work with
requirement younger businesses

Qy A more data-driven Q7 Often require
approach blanket lien on
entire business
rather than specific
collateral

Click here to learn more about OnDeck




http://ondeck.com/score

https://www.ondeck.com/score



Section 2 | Small Business Financing Options

Traditional Financing

ondeck | 4

Business financing is as old as businesses themselves. Traditional financing refers to financing
options that until recently were the only ways for small businesses to access funding.

Bank Term Loan

A bank term loan is a loan that is repaid over a set period
of time. They vary based on your business and each
individual bank. As a general rule, banks prefer to make
larger business loans. The average small business bank
loan is for $500,000 with 3-10 year terms. To qualify for a
loan at the bank, you will need excellent personal credit
and a strong business history. The application for a bank
loan typically takes weeks or months.

Business Line of Credit

A Line of Credit is a revolving loan that gives business
owners access to a fixed amount of money, which they can
use day-to-day according to their needs. A line of credit is
a flexible tool for business owners, but is one of the most
difficult types of financing to qualify for. To qualify for a
small business line of credit at the bank, you will need
excellent personal credit, a strong business credit history,
and may be required to have specific collateral.

% of small business owners

who apply for financing by type

Loan or
Line of Credit

Credit Card

Leasing

Trade Credit

Equity Investment

Other

Factoring

I -
I -

B o

B s

B

B s

j s~

Click here to learn more about OnDeck
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Section 2 | Small Business Financing Options

SBA Loans

SBA loans come from participating banks, credit unions,
and other licensed non-bank lenders—not from the SBA
itself. The loans are partially guaranteed by the U.S. Small
Business Administration (SBA). The SBA offers a range of
loan programs from micro loans, in the $5,000 range to long
term larger loans for millions of dollars. The application
and approval process typically takes weeks to months.

Merchant Cash Advance

A merchant cash advance (MCA) isn’t technically a loan,
but rather a cash advance based upon the credit card
sales of your business. A small business can apply for an
MCA and have an advance deposited into its account
fairly quickly.

An MCA provider will fund a business and then hold back
a percentage of credit card sales until the advance and all
fees are paid off. An MCA typically comes with a shorter
term and a higher rate than a traditional loan.

ondeck | 5

Map of Alternative Finance Transactions
in the Americas in 2015

$ 30bn+

$200m-$ 300m
$ 40m-$ 50m

$20m - $ 30m

$10m - $ 20m

<$ 1m

SOURCE: 2016 Americas Alternative Finance Benchmarking Report

Click here to learn more about OnDeck
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Factoring

Factoring is technically not a loan and is sometimes
referred to as a “lockbox” at lenders that offer this service.
It can be useful for any business that doesn’t have other
assets to offer as collateral and need capital quickly.

A "factor” is a third party that purchases part, or all, of
a company’s accounts receivables in exchange for a
percentage of the invoice. The “factor” then owns the
outstanding invoices and collects from the customers
directly. The factor earns a profit from the difference
betweenthe discounted rate negotiated to buythe account
receivables, and the full invoice amount collected from the
customer.

Equipment Financing
Equipment Loan

Unlike larger general-purpose small business loans,
equipment loans can be for smaller amounts, which
can make them easier to obtain. The equipment being
purchased is usually used as collateral for the loan.

ondeck | 6

Top S sectors in the US & Canada

who use alternative financing

/2 Construction

® Finance

() Business & Professional Services
E2 Technology

7 Retail & Wholesale

Equipment Leasing

Leasing equipment can be a good alternative to taking
out a loan if the equipment you need will become
outdated and/or need to be replaced quickly. Many lease
agreements allow for the purchase of the equipment at
the end of the lease. Leases can be attractive because
the payments are often less than a loan.

SOURCE: 2016 Americas Alternative Finance Benchmarking Report

Click here to learn more about OnDeck
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Online Financing

ondeck | 7

Over the past several years, online lending has grown exponentially. The qualification criteria used
by many online lenders as they evaluate a business’ creditworthiness is different from the criteria
used by traditional lenders. So, some businesses that wouldn’t qualify for a loan at the bank might

qualify for an online loan.

Online Term Loan

Online loans are similar to traditional term loans in that
they have a set term, periodic payments, and an interest
charge, but some lenders differ in their approach to
qualification criteria which allows greater access to
capital to more businesses. These lenders use technology
to evaluate businesses differently from traditional lenders.
For example, online lenders may access a business’
transactions and cash flow via their online business
checking account or examine other digital data points
to analyze a business. The use of technology allows for
a simple application, flexible loan amounts, and quicker
decisions to a loan application.

Online Line of Credit

An online business line of credit works the same as a
more traditional line of credit with an application process
similar to online term loans. Many online lenders use the
same application for both term loans and lines of credit
to simplify the process and make it easier for business

Top Business Challenges
2015

16% Credit
availability

9% Taxes

6% Government 20% Cash flow

regulations

3% Other

6% Hiring and/o

retaining g 18% Costs of

running business

SOURCE: Report SBCS 2015 non-employer firms

Click here to learn more about OnDeck
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Crowdfunding

Crowdfunding mobilizes a group of people to dedicate
small amounts of money towards a common goal, such as
the creation of a product, the funding of a non-profit, or
the birth of a small business.

Most crowdfunding sites require you to establish a
financing goal and that you reach your goal to receive any
monies raised, while others allow you to collect what you
raise without meeting your goal, but charge a higher fee.
Most successful crowdfunding campaigns offer some kind
of premium, that may be an early release of the product or
something else of value.

A newer form of crowdfunding allows the business owner
to offer ownership equity for an investment in their
business. The federal government requires these investors
to be accredited investors, and the state where you do
business will likely have additional requirements that you'll
need to investigate before you determine which type of
crowdfunding is better for your business.

Loan Matching Sites

Loan matchmakers don’t actually make loans; they help
small business owners by introducing them to lenders
that offer a wide variety of small business loan products
ranging from online business loans to SBA loans.

ondeck | 8

US Online Alternative Finance Total Volume
2013 - 2015 ($USD)

SOURCE: Report SBCS 2015 non-employer firms

Click here to learn more about OnDeck
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What Type of Financing Can | Get Approved For?

Before you apply, it's good to have an idea of the type of financing you may qualify for. This will help you
avoid wasting time filling out applications for financing that may not be a good fit for your business situation.

Personal Credit Score
Requirement

Time in Business
Requirement

Revenue/Cash Flow
Requirement

Specific Hard
Collateral Required
(Real Estate,
Equipment)

Loan Terms

Amount Available from
Lender

Time from Application
to Funding

TRADITIONAL BUSINESS LOANS

Bank Term Loans

2+ years

Likely to require 2+
years of profitability

Yes

3-10 years

$50,000+ depending
upon the bank.
Typically prefer larger
loans, Average loan
size $500,000

14 - 60 years

SBA Loans

0 years

Need business plan
and good financial
records or projections

Usually

5-25vyears

Starting at $10,000.
Average loan size
$350,000

30 - 90 days

NON-BANK BUSINESS LOANS

Short-Term Online

Business Loans

1+ years

$100,000 annual
revenue required

3 - 24 months

$5,000 - $250,000

As fast as same day

*May require a general lien on corporate assets and/or a personal guarantee.
Disclaimer: This chart is based on general observations and each lender may vary their offerings and requirements.

Long-Term Online
Business Loans

1+ years

$100,000 annual
revenue required

No*

1-5vyears

$5,000 - $500,000

As fast as 5 days

6+ months

Must have $5,000/
month from credit
card sales

Typically 3 - 18 months

$5,000 - $500,000

As fast as 2 days

OTHER NON-BANK PRODUCTS

1+ years

Business must have
a guaranteed and
steady receivable cash
flow

No*

Can factor individual
invoices or enter 1+
year agreements

$100,000 - $2,000,000

As fast as 5 days

1+ months

$100,000 annual
revenue required

Equipment being
purchased

2 -10 years

$100,000 -
$2,000,000+

As fast as 5 days

Click here to learn more about OnDeck
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Understanding Rates, Costs and Fees

As you begin the process of evaluating your financing options there are some questions you should ask any
lender before you sign on the dotted line.

The total cost of capital, interest rates, and APR:

Understanding the complete picture of your interest and fees of your financing is critical. No single metric will give
you a complete picture of the true cost of financing. If you are borrowing $10,000 are you paying back $11,000, $12,000
or $13,0007?

Neither APR (annual percentage rate) nor AIR (annual interest rate) expresses the total cost of capital. To make an
apples to apples comparison of different loan products with different terms, best practice is to have visibility into
the total dollar cost of the loan, the annual interest rate, the APR, any fees, what the periodic payment might be, and
whether or not there are any penalties for prepayment before the loan term is over.

® What is AIR? : What is APR?

Annual Percentage Rate
is the annualized interest
rate plus any fees that are

Annual Interest Rate is the
yearly interest percentage
you pay based on your

average loan balance. This a condition of receiving
rate excludes any fees. capital—expressed as a
yearly rate.

SOURCE: Report SBCS 2015 non-employer firms Click here to learn more about OnDeck
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How payback works:

Every lender handles payback slightly differently. Make
sure that you know exactly how frequently the payback
cycle is and how much you will pay back each cycle.
Many lenders, including online lenders, use daily or weekly
payback options, which many business owners have
identified as easier for a business to handle than a large
monthly payment—because it helps them avoid lumpy
cash flow issues during the month.

Transparency:

Many lenders use different metrics and terms to show you
their rates, which can sometimes be confusing and make
it difficult to compare them. Make sure your lender is clear
about their rates and fees.

OnDeck, as part of the Innovative Lending Platform is a
supporter of the SMART Box disclosure, which is part of
all financing offers, and shows the cost of financing with
easy-to-understand metrics designed to help you make
the best financing decision possible.

ondeck | 1

Where small business owners go to learn

about their financing options

Accountant, consultant
or business advisor

29%

Loan broker

17%

Banker or lender

Friends, family or
colleagues

31%

Chamber of commerce
or industry association

M%

SBDC (Small Business
Development Center)

Other source -
of advice 6%
vore [ 10%

SCORE (Service Corps - o
of Retired Executives) 10%

39%

SOURCE: Report SBCS 2015 non-employer firms

Click here to learn more about OnDeck

67%
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Ask Questions: these questions may help you
avoid wasting time looking for financing where
the odds of success aren’t in your favor.

Questions to Ask Before You Start Researching Business Financing

Why does my business need

financing?

To make the best decision
on your financing, you need
to understand why vyou're
applying for financing in the
first place.

How quickly do | need the
capital?

If you know when you need
the funds, answering this may
help you rule out financing
options with incompatible
timelines.

What does my credit profile
look like?

Knowing your personal

credit score and business
credit profile will allow you to
narrow down your options to
lenders who will be more likely
to approve a loan for your
business.

Click here to learn more about OnDeck
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Questions to Ask Before You Apply for Business Financing

Is it a reputable lender?

WHY

When you're applying for
financing it’s important

to know that your funds
are coming from a reliable
source committed to the
industry’s best practices.
Do your research: look at
the Better Business Bureau
or other review sites to see
what others are saying
about the lender.

What are the minimum
requirements for getting
financing?

What is the application
process like?

Will the lender do a hard
pull on my personal credit
during my application
process?

Different lenders have
different minimum
requirements, from your
credit score to your time
in business. Knowing
their requirements for
applicants will save you
from applying to lenders

that don’t fit your business.

Traditional lenders
typically have longer,
multi-page applications
that are difficult to
understand. Online
lenders often have quick
and easy-to-understand
applications that save you
time and frustration.

If you are applying to more
than one lender you want
to make sure that they only
do a "soft” pull on your
personal credit. This does
not show up on your credit
report nor does it have a
negative impact on your
personal credit score. If
the lender does a hard pull
it may affect your credit
score and any applications
for other lenders and
credit sources.

Click here to learn more about OnDeck
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Questions to Ask Before Accepting A Financing Offer

You may not be offered the full amount you initially
requested. Make sure the amount you were offered
is aligned with your business needs.

Will I get the amount |
need?

Assess your use of funds based on the offers you
received. Pick the loan with the terms that makes
sense for your business.

Is this offer a good fit to
meet my business needs?

Does my business have Before you agree to a loan, make sure that your
the cash flow to make the cash flow works with the proposed payment
periodic payments? schedule.

Will this lender report my
good payment history to
the appropriate business
credit bureaus?

If a lender doesn’t report your good payment history
to the business credit bureaus, you won't be able to
use this loan to help you get financing in the future.

Are there any fees Some lenders may have additional fees on top the
associated with the cost of the loan. Make sure you know what these are
financing option offered? and how they affect the total cost of the loan.

Click here to learn more about OnDeck
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These definitions shouldn’t be considered the legal definitions for these financial terms, but might be helpful when
going through your loan documents. Make sure and ask your loan advisor to explain any term you aren’t familiar with.

Annual Interest Rate: Annual Interest Rate is the yearly
interest percentage you pay based on your average
loan balance. This rate excludes any fees.

Annual Percentage Rate: APR is the annualized interest
rate plus any fees that are a condition of receiving
capital—expressed as a yearly rate.

Assets: Within the context of a small business loan an
asset is something of value, owned by the borrower,
which can be used as collateral by a lender.

Cash Flow: The total amount of money being
transferred into and out of a business that is used to
pay for day-to-day expenses.

Cents on the Dollar: Cents on the Dollar is the total
amount of interest paid per dollar borrowed. This
amount excludes any fees.

Collateral: An asset, or assets, a borrower offers to a
lender to secure a loan. The lender can take possession
of these assets if the borrower defaults on the loan.

Default: Failure to make the agreed upon periodic
payments on a loan.

Fixed Asset: A "tangible asset,” like property or
equipment that can be used as collateral.

Gross Profit: What is left over when the total cost of
goods is subtracted from the total revenue.

Interest-Only Payments: Making only the interest
payments on a loan without paying anything on the
principle. At the end of the term, the borrower will either
need to refinance or pay back the principle in a lump
sum.

Liabilities: A business’ debts or obligations, which can
be resolved in the form of payments or the transfer of
goods or services.

Principal: The amount of money being borrowed
excluding interest payments and fees.

Secured Loan: A loan where the borrower puts forth
collateral in the event they should default.

Unsecured Loan: A loan where the borrower is not
required to put up collateral to secure the loan.

Click here to learn more about OnDeck
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Educational Resources

These educations resources make it simple to find the answers to your questions for anything related to small business
financing.

BusinessLoans.com

www.businessloans.com

BusinesslLoans.com is an educational resource providing business owners the knowledge they need to secure financing
and achieve their business goals.

NAV

www.nav.com

NAV is a free resource to check you credit score. NAV helps you learn more about your personal & business credit and
how to improve your score.

SCORE

WWW.Score.org

SCORE is a great resource to help small business owners around the country. Through SCORE you can find a business
mentor, take classes, access online webinars, and get information to help small business owners with a range of topics
from marketing to taxes.

SBDC

www.americassbdc.org

The SBDC (Small Business Development Center) has local chapters across the US. It's a great resource to get
information, take classes, and meet other small business owners in your area.

OnDeck Small Business Center

www.ondeck.com/resource-center

OnDeck’s Small Business Center is a strong educational resource to answer your questions and concerns on small
business financing, business credit, financing regulations, and many other relevant small business topics.

Click here to learn more about OnDeck
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Introduction

This publication provides basic federal tax information for
people who are starting a business. It also provides infor-
mation on keeping records and illustrates a recordkeeping
system.

Throughout this publication we refer to other IRS publi-
cations and forms where you will find more information. In
addition, you may want to contact other government agen-
cies, such as the Small Business Administration (SBA).
See How To Get Tax Help, later.

Future Developments

For the latest information about developments related to
Publication 583, such as legislation enacted after it was
published, go to www.irs.gov/pub583.
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Comments and Suggestions

We welcome your comments about this publication and
your suggestions for future editions.

You can send us comments from www.irs.gov/
formspubs. Click on “More Information” and then on “Give
us feedback.”

Or you can write to:

Internal Revenue Service

Tax Forms and Publications

1111 Constitution Ave. NW, IR-6526
Washington, DC 20224

We respond to many letters by telephone. Therefore, it
would be helpful if you would include your daytime phone
number, including the area code, in your correspondence.

Although we cannot respond individually to each com-
ment received, we do appreciate your feedback and will
consider your comments as we revise our tax products.

Ordering forms and publications. Visit www.irs.gov/
formspubs to download forms and publications. Other-
wise, you can go to www.irs.gov/orderforms to order
forms or call 1-800-829-3676 to order current and
prior-year forms and instructions. Your order should arrive
within 10 business days.

Tax questions. If you have a tax question, check the
information available on IRS.gov or call 1-800-829-1040.
We cannot answer tax questions sent to the above ad-
dress.

What New Business Owners
Need To Know

As a new business owner, you need to know your federal
tax responsibilities. Table 1 can help you learn what those
responsibilities are. Ask yourself each question listed in
the table, then see the related discussion to find the an-
swer.

In addition to knowing about federal taxes, you need to
make some basic business decisions. Ask yourself:

® What are my financial resources?

® What products and services will | sell?

® How will | market my products and services?

How will | develop a strategic business plan?

How will | manage my business on a day-to-day ba-
sis?

® How will | recruit employees?

The Small Business Administration (SBA) is a federal
agency that can help you answer these types of ques-
tions. For information on how to contact the SBA, see
How To Get Tax Help, later.

Table 1. What New Business Owners Need To Know About Federal Taxes

(Note: This table is intended to help you, as a new business owner, learn what you need to know about
your federal tax responsibilities. To use it, ask yourself each question in the left column, then see the

related discussion in the right column.)

What Must | Know?

Where To Find the Answer

Which form of business will | use?

See Determining Which Type of Business to Use.

Will | need an employer identification number (EIN)?

See Getting a Taxpayer ldentification Number.

Do I have to start my tax year in January, or may | start it in
any other month?

See Designating a Tax Year.

What method can | use to account for my income and
expenses?

See Choosing an Accounting Method.

What kinds of federal taxes will | have to pay? How should |
pay my taxes?

See Business Taxes.

What must | do if | have employees?

See Employment Taxes.

Which forms must | file?

See Table 2 and Information Returns.

Are there penalties if | do not pay my taxes or file my returns?

See Penalties.

What business expenses can | deduct on my federal income
tax return?

See Deducting Business Expenses.

What records must | keep? How long must | keep them?

See Recordkeeping.
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Determining Which Type of
Business to Use

The most common forms of business are the sole proprie-
torship, partnership, and corporation. When beginning a
business, you must decide which form of business to use.
Legal and tax considerations enter into this decision. Only
tax considerations are discussed in this publication.

Your form of business determines which income
@ tax return form you have to file. See Table 2 to

find out which form you have to file.

Sole proprietorships. A sole proprietorship is an unin-
corporated business that is owned by one individual. It is
the simplest form of business organization to start and
maintain. The business has no existence apart from you,
the owner. Its liabilities are your personal liabilities. You
undertake the risks of the business for all assets owned,
whether or not used in the business. You include the in-
come and expenses of the business on your personal tax
return.

More information. For more information on sole pro-
prietorships, see Publication 334, Tax Guide for Small
Business. If you are a farmer, see Publication 225, Farm-
er's Tax Guide.

Partnerships. A partnership is the relationship existing
between two or more persons who join to carry on a trade
or business. Each person contributes money, property, la-
bor, or skill, and expects to share in the profits and losses
of the business.

A partnership must file an annual information return to
report the income, deductions, gains, losses, etc., from its
operations, but it does not pay income tax. Instead, it
“passes through” any profits or losses to its partners. Each
partner includes his or her share of the partnership's items
on his or her tax return.

More information. For more information on partner-
ships, see Publication 541, Partnerships.

Business owned and operated by spouses. If you and
your spouse jointly own and operate an unincorporated
business and share in the profits and losses, you are part-
ners in a partnership, whether or not you have a formal
partnership agreement. Do not use Schedule C or C-EZ.
Instead, file Form 1065, U.S. Return of Partnership In-
come. For more information, see Publication 541, Partner-
ships.

Exception—Community Income. If you and your
spouse wholly own an unincorporated business as com-
munity property under the community property laws of a
state, foreign country, or U.S. possession, you can treat
the business either as a sole proprietorship or a partner-
ship. The only states with community property laws are
Arizona, California, Idaho, Louisiana, Nevada, New Mex-
ico, Texas, Washington, and Wisconsin.
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Exception—Qualified joint venture. If you and your
spouse each materially participate as the only members of
a jointly owned and operated business, and you file a joint
return for the tax year, you can make a joint election to be
treated as a qualified joint venture instead of a partnership
for the tax year. Making this election will allow you to avoid
the complexity of Form 1065 but still give each spouse
credit for social security earnings on which retirement
benefits are based. For an explanation of "material partici-
pation," see the Instructions for Schedule C, line G.

To make this election, you must divide all items of in-
come, gain, loss, deduction, and credit attributable to the
business between you and your spouse in accordance
with your respective interests in the venture. Each of you
must file a separate Schedule C or C-EZ and a separate
Schedule SE. For more information, see Qualified Joint
Venture in the Instructions for Schedule SE.

Corporations. In forming a corporation, prospective
shareholders exchange money, property, or both, for the
corporation's capital stock. A corporation generally takes
the same deductions as a sole proprietorship to figure its
taxable income. A corporation can also take special de-
ductions.

C corporations. The profit of a C corporation is taxed
to the corporation when earned, and then is taxed to the
shareholders when distributed as dividends. However,
shareholders cannot deduct any loss of the corporation.
For more information on corporations, see Publication
542, Corporations.

S corporations. An eligible domestic corporation (or a
domestic entity eligible to elect to be treated as a corpora-
tion) can avoid double taxation (once to the corporation
and again to the shareholders) as long as it meets certain
tests and elects to be treated as an S corporation. Gener-
ally, an S corporation is exempt from federal income tax
other than tax on certain capital gains and passive in-
come. On their tax returns, the S corporation's sharehold-
ers include their share of the corporation's separately sta-
ted items of income, deduction, loss, and credit, and their
share of nonseparately stated income or loss. For more
information on S corporations and the tests that need to
be met to be eligible to elect to be an S corporation, see
the instructions for Form 2553, Election by a Small Busi-
ness Corporation, and Form 1120S, U.S. Income Tax Re-
turn for an S Corporation.

Limited liability company. A limited liability company
(LLC) is an entity formed under state law by filing articles
of organization as an LLC. The members of an LLC are
not personally liable for its debts. An LLC may be classi-
fied for federal income tax purposes as either a partner-
ship, a corporation, or an entity disregarded as separate
from its owner by applying the rules in Regulations section
301.7701-3.

More information. For more information on LLCs, see
the instructions for Form 8832, Entity Classification Elec-
tion.
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Getting a Taxpayer
Identification Number

You must have a taxpayer identification number so the
IRS can process your returns. Two of the most common
kinds of taxpayer identification numbers are the social se-
curity number (SSN) and the employer identification num-
ber (EIN).

® An SSNis issued to individuals by the Social Security
Administration (SSA) and is in the following format:
000-00-0000.

® An EIN is issued to individuals (sole proprietors), part-
nerships, corporations, and other entities by the IRS
and is in the following format: 00-0000000.

Providing your identification nhumber to others. You
must include your taxpayer identification number (SSN or
EIN) on all returns and other documents you send to the
IRS. You must also give your number to other persons
who use your identification number on any returns or
documents they send to the IRS. This includes returns or
documents filed to report the following information.

1. Interest, dividends, royalties, etc., paid to you.

2. Any amount paid to you as a dependent care pro-
vider.

3. Certain other amounts paid to you that total $600 or
more for the year.

If you do not furnish your identification number as re-
quired, you may be subject to penalties. See Penalties,
later.

Employer Identification Number (EIN)

EINs are assigned to sole proprietors, LLCs, corporations,
and partnerships for tax filing and reporting purposes. See
Form SS-4 and its instructions for more information and to
see which businesses must get an EIN.

Applying for an EIN. You may apply for an EIN:

® Online—Click on the Employer ID Numbers (EINSs) link
at www.irs.gov/businesses/small. The EIN is issued
immediately once the application information is valida-
ted.

® By mailing or faxing Form SS-4, Application for Em-
ployer Identification Number.

® International applicants may call 267-941-1099 (not a
toll-free number).

When to apply. You should apply for an EIN early
enough to receive the number by the time you must file a
return or statement or make a tax deposit. If you apply by
mail, file Form SS-4 at least 4 weeks before you need an
EIN. If you apply by telephone or through the IRS website,

Page 4

you can get an EIN immediately. If you apply by fax, you
can get an EIN within 4 business days.

If you do not receive your EIN by the time a return is
due, file your return anyway. Write “Applied for” and the
date you applied for the number in the space for the EIN.
Do not use your social security number as a substitute for
an EIN on your tax returns.

More than one EIN. You should have only one EIN. If
you have more than one EIN and are not sure which to
use, contact the Internal Revenue Service Center where
you file your return. Give the numbers you have, the name
and address to which each was assigned, and the ad-
dress of your main place of business. The IRS will tell you
which number to use.

More information. For more information about EINs, see
Publication 1635, Understanding Your EIN.

Payee's Identification Number

In the operation of a business, you will probably make cer-
tain payments you must report on information returns (dis-
cussed later under Information Returns). The forms used
to report these payments must include the payee's identi-
fication number.

Employee. If you have employees, you must get an SSN
from each of them. Record the name and SSN of each
employee exactly as they are shown on the employee's
social security card. If the employee's name is not correct
as shown on the card, the employee should request a new
card from the SSA. This may occur, for example, if the
employee's name has changed due to marriage or di-
vorce.

If your employee does not have an SSN, he or she
should file Form SS-5, Application for a Social Security
Card, with the SSA. This form is available at SSA offices
or by calling 1-800-772-1213. It is also available from the
SSA website at www.ssa.gov.

Other payee. If you make payments to someone who is
not your employee and you must report the payments on
an information return, get that person's SSN. If you make
reportable payments to an organization, such as a corpo-
ration or partnership, you must get its EIN.

To get the payee's SSN or EIN, use Form W-9, Re-
quest for Taxpayer Identification Number and Certifica-
tion. This form is available from IRS offices or by calling
1-800-829-3676. It is also available from the IRS website
at IRS.gov.

If the payee does not provide you with an identifi-
cation number, you may have to withhold part of
C.

IORIY) the payments as backup withholding. For infor-
mation on backup withholding, see the Form W-9 instruc-
tions and the General Instructions for Certain Information
Returns.

Publication 583 (January 2015)
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Designating a Tax Year

You must figure your taxable income and file an income
tax return based on an annual accounting period called a
tax year. A tax year is usually 12 consecutive months.
There are two kinds of tax years.

1. Calendar tax year. A calendar tax year is 12 consec-
utive months beginning January 1 and ending De-
cember 31.

2. Fiscal tax year. A fiscal tax year is 12 consecutive
months ending on the last day of any month except
December. A 52-53-week tax year is a fiscal tax year
that varies from 52 to 53 weeks but does not have to
end on the last day of a month.

If you file your first tax return using the calendar tax
year and you later begin business as a sole proprietor, be-
come a partner in a partnership, or become a shareholder
in an S corporation, you must continue to use the calendar
year unless you get IRS approval to change it or are other-
wise allowed to change it without IRS approval.

You must use a calendar tax year if:

You keep no books.
® You have no annual accounting period.
® Your present tax year does not qualify as a fiscal year.

® You are required to use a calendar year by a provision
of the Internal Revenue Code or the Income Tax Reg-
ulations.

For more information, see Publication 538, Accounting
Periods and Methods.

First-time filer. If you have never filed an income tax re-
turn for your business, you can adopt either a calendar tax
year or a fiscal tax year. Although, some partnerships and
S corporations must use a particular tax year. See Publi-
cation 538 for more information. You adopt a tax year by
filing your first income tax return using that tax year. You
have not adopted a tax year if all you did was one or more
of the following.

® Filed an application for an extension of time to file an
income tax return.

® Filed an application for an employer identification
number.

® Paid estimated taxes for that tax year.

Changing your tax year. Once you have adopted your
tax year, you may have to get IRS approval to change it.
To get approval, you must file Form 1128, Application To
Adopt, Change, or Retain a Tax Year. You may have to
pay a fee. For more information, see Publication 538.
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Choosing an Accounting
Method

An accounting method is a set of rules used to determine
when and how income and expenses are reported. You
choose an accounting method for your business when you
file your first income tax return. There are two basic ac-
counting methods.

1. Cash method. Under the cash method, you report in-
come in the tax year you receive it. You usually de-
duct or capitalize expenses in the tax year you pay
them.

2. Accrual method. Under an accrual method, you gen-
erally report income in the tax year you earn it, even
though you may receive payment in a later year. You
deduct or capitalize expenses in the tax year you in-
cur them, whether or not you pay them that year.

For other methods, see Publication 538.

If an inventory is necessary to account for your income,
you must generally use an accrual method of accounting
for purchases and sales. Inventories include goods held
for sale in the normal course of business. They also in-
clude raw materials and supplies that will physically be-
come a part of merchandise intended for sale. Inventories
are explained in Publication 538.

Certain small business taxpayers can use the
@ cash method of accounting and can also account
for inventoriable items as materials and supplies

that are not incidental. For more information, see Publica-
tion 538.

You must use the same accounting method to figure
your taxable income and to keep your books. Also, you
must use an accounting method that clearly shows your
income. In general, any accounting method that consis-
tently uses accounting principles suitable for your trade or
business clearly shows income. An accounting method
clearly shows income only if it treats all items of gross in-
come and expense the same from year to year.

More than one business. When you own more than one
business, you can use a different accounting method for
each business if the method you use for each clearly
shows your income. You must keep a complete and sepa-
rate set of books and records for each business.

Changing your method of accounting. Once you have
set up your accounting method, you must generally get
IRS approval before you can change to another method. A
change in accounting method not only includes a change
in your overall system of accounting, but also a change in
the treatment of any material item. For examples of
changes that require approval and information on how to
get approval for the change, see Publication 538.
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Table 2. Which Forms Must | File?

IF you are a...

THEN you may have to pay...

FILE form...

Sole proprietor

Income tax

1040 and Schedule C " or C-EZ
(Schedule F ' for farm business)

Self-employment tax

1040 and Schedule SE

Estimated tax

1040-ES

Employment taxes:

* Social security and Medicare
taxes and income tax
withholding

 Federal unemployment (FUTA)
tax

941 or 944 (943 for farm employees)

940

Excise taxes

See Excise Taxes

Partnership

Annual return of income

1065

Employment taxes

Same as sole proprietor

Excise taxes

See Excise Taxes

Partner in a partnership (individual)

Income tax

1040 and Schedule E 2

Self-employment tax

1040 and Schedule SE

Estimated tax

1040-ES

C corporation or S corporation

Income tax

1120 (C corporation) 2

11208 (S corporation) 2

Estimated tax

1120-W (corporation only)

Employment taxes

Same as sole proprietor

Excise taxes

See Excise Taxes

S corporation shareholder Income tax

1040 and Schedule E 2

Estimated tax

1040-ES

' File a separate schedule for each business.
2 Various other schedules may be needed.

Business Taxes

The form of business you operate determines what taxes
you must pay and how you pay them. The following are
the four general kinds of business taxes.

® |ncome tax.

Self-employment tax.

Employment taxes.

Excise taxes.

See Table 2 for the forms you file to report these taxes.

You may want to get Publication 509. It has tax
@ calendars that tell you when to file returns and

make tax payments.
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Income Tax

All businesses except partnerships must file an annual in-
come tax return. Partnerships file an information return.
Which form you use depends on how your business is or-
ganized. See Table 2 to find out which return you have to
file.

The federal income tax is a pay-as-you-go tax. You
must pay the tax as you earn or receive income during the
year. An employee usually has income tax withheld from
his or her pay. If you do not pay your tax through withhold-
ing, or do not pay enough tax that way, you might have to
pay estimated tax. If you are not required to make estima-
ted tax payments, you may pay any tax due when you file
your return.

Reminder. If your business is an LLC, how you elected to
have the LLC treated for tax purposes (either as a corpo-
ration, partnership, or as part of the LLC owner's tax re-
turn) will determine what taxes you must pay and what
forms you should use to pay your taxes.
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Estimated tax. Generally, you must pay taxes on in-
come, including self-employment tax (discussed next), by
making regular payments of estimated tax during the year.

Sole proprietors, partners, and S corporation
shareholders. You generally have to make estimated tax
payments if you expect to owe tax of $1,000 or more
when you file your return. Use Form 1040-ES, Estimated
Tax for Individuals, to figure and pay your estimated tax.
For more information, see Publication 505, Tax Withhold-
ing and Estimated Tax.

Corporations. You generally have to make estimated
tax payments for your corporation if you expect it to owe
tax of $500 or more when you file its return. Use Form
1120-W, Estimated Tax for Corporations, to figure the es-
timated tax. You must deposit the payments as explained
later under Depositing Taxes. For more information, see
Publication 542.

Self-Employment Tax

Self-employment tax (SE tax) is a social security and
Medicare tax primarily for individuals who work for them-
selves. Your payments of SE tax contribute to your cover-
age under the social security system. Social security cov-
erage provides you with retirement benefits, disability
benefits, survivor benefits, and hospital insurance (Medi-
care) benefits.

You must pay SE tax and file Schedule SE (Form 1040)
if either of the following applies.

1. Your net earnings from self-employment were $400 or
more.

2. You had church employee income of $108.28 or
more.

Use Schedule SE (Form 1040) to figure your SE tax. For
more information, see Publication 334, Tax Guide for
Small Business.

You can deduct a portion of your SE tax as an ad-
@ justment to income on your Form 1040.

The Social Security Administration (SSA) time limit
for posting self-employment income. Generally, the
SSA will give you credit only for self-employment income
reported on a tax return filed within 3 years, 3 months, and
15 days after the tax year you earned the income. If you
file your tax return or report a change in your self-employ-
ment income after this time limit, the SSA may change its
records, but only to remove or reduce the amount. The
SSA will not change its records to increase your self-em-
ployment income.

Employment Taxes

This section briefly discusses the employment taxes you
must pay, the forms you must file to report them, and
other forms that must be filed when you have employees.
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Employment taxes include the following.
® Social security and Medicare taxes.

® Federal income tax withholding.

® Federal unemployment (FUTA) tax.

If you have employees, you will need to get Publication
15 (Circular E), Employer's Tax Guide. If you have agricul-
tural employees, get Publication 51 (Circular A), Agricul-
tural Employer's Tax Guide. These publications explain
your tax responsibilities as an employer.

If you are not sure whether the people working for you
are your employees, see Publication 15-A, Employer's
Supplemental Tax Guide. That publication has information
to help you determine whether an individual is an em-
ployee or an independent contractor. If you wrongly clas-
sify an employee as an independent contractor, you can
be held liable for employment taxes for that worker plus a
penalty. An independent contractor is someone who is
self-employed. Generally, you do not have to withhold or
pay any taxes on payments to an independent contractor.

Federal Income, Social Security, and
Medicare Taxes

You generally must withhold federal income tax from your
employee's wages. To figure how much federal income
tax to withhold from each wage payment, use the employ-
ee's Form W-4 (discussed later under Hiring Employees)
and the methods described in Publication 15.

Social security and Medicare taxes pay for benefits that
workers and their families receive under the Federal Insur-
ance Contributions Act (FICA). Social security tax pays for
benefits under the old-age, survivors, and disability insur-
ance part of FICA. Medicare tax pays for benefits under
the hospital insurance part of FICA. You withhold part of
these taxes from your employee's wages and you pay a
part yourself. To find out how much social security and
Medicare tax to withhold and to pay, see Publication 15.

Which form do | file? Report these taxes on Form 941,
Employer's QUARTERLY Federal Tax Return, or Form
944, Employer's ANNUAL Federal Tax Return. (Farm em-
ployers use Form 943, Employer's Annual Federal Tax
Return for Agricultural Employees.)

Federal Unemployment (FUTA) Tax

The federal unemployment tax is part of the federal and
state program under the Federal Unemployment Tax Act
(FUTA) that pays unemployment compensation to work-
ers who lose their jobs. You report and pay FUTA tax sep-
arately from social security and Medicare taxes and with-
held income tax. You pay FUTA tax only from your own
funds. Employees do not pay this tax or have it withheld
from their pay.

Which form do | file? Report federal unemployment tax
on Form 940, Employer's Annual Federal Unemployment
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(FUTA) Tax Return. See Publication 15 to find out if you
can use this form.

Hiring Employees

Have the employees you hire fill out Form I-9 and Form
W-4.

Form I-9. You must verify that each new employee is le-
gally eligible to work in the United States. Both you and
the employee must complete the U.S. Citizenship and Im-
migration Services (USCIS) Form I-9, Employment Eligi-
bility Verification. You can get the form from USCIS offices
or from the USCIS website at www.uscis.gov. Call the US-
CIS at 1-800-375-5283 for more information about your
responsibilities.

Form W-4. Each employee must fill out Form W-4, Em-
ployee's Withholding Allowance Certificate. You will use
the filing status and withholding allowances shown on this
form to figure the amount of income tax to withhold from
your employee's wages. For more information, see Publi-
cation 15.

Employees claiming more than 10 withholding al-
lowances. An employer of an employee who claims
more than 10 withholding allowances for wages paid can
use several methods of withholding. See section 16 of
Publication 15.

Form W-2 Wage Reporting

After the calendar year is over, you must furnish copies of
Form W-2, Wage and Tax Statement, to each employee
to whom you paid wages during the year. You must also
send copies to the Social Security Administration. See In-
formation Returns, later, for more information on Form
W-2.

Excise Taxes

This section describes the excise taxes you may have to
pay and the forms you have to file if you do any of the fol-
lowing.

® Manufacture or sell certain products.

® QOperate certain kinds of businesses.

® Use various kinds of equipment, facilities, or products.
® Receive payment for certain services.

For more information on excise taxes, see Publication
510, Excise Taxes.

Form 720. The federal excise taxes reported on Form
720, Quarterly Federal Excise Tax Return, consist of sev-
eral broad categories of taxes, including the following.

® Environmental taxes.
® Communications and air transportation taxes.

® Fuel taxes.
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® Tax on the first retail sale of heavy trucks, trailers, and
tractors.

® Manufacturers taxes on the sale or use of a variety of
different articles.

Form 2290. There is a federal excise tax on certain
trucks, truck tractors, and buses used on public highways.
The tax applies to vehicles having a taxable gross weight
of 55,000 pounds or more. Report the tax on Form 2290,
Heavy Highway Vehicle Use Tax Return. For more infor-
mation, see the Instructions for Form 2290.

Form 730. If you are in the business of accepting wagers
or conducting a wagering pool or lottery, you may be liable
for the federal excise tax on wagering. Use Form 730,
Monthly Tax Return for Wagers, to figure the tax on the
wagers you receive.

Form 11-C. Use Form 11-C, Occupational Tax and Reg-
istration Return for Wagering, to register for any wagering
activity and to pay the federal occupational tax on wager-

ing.
Depositing Taxes

You generally have to deposit employment taxes, certain
excise taxes, corporate income tax, and S corporation
taxes before you file your return.

Generally, taxpayers are required to deposit taxes
through the Electronic Federal Tax Payment System
(EFTPS).

Any business that has a federal tax obligation and re-
quests a new EIN will automatically be enrolled in EFTPS.
Through the mail, the business will receive an EFTPS PIN
package that contains instructions for activating its EFTPS
enroliment.

Information Returns

If you make or receive payments in your business, you
may have to report them to the IRS on information returns.
The IRS compares the payments shown on the informa-
tion returns with each person's income tax return to see if
the payments were included in income. You must give a
copy of each information return you are required to file to
the recipient or payer. In addition to the forms described
below, you may have to use other returns to report certain
kinds of payments or transactions. For more details on in-
formation returns and when you have to file them, see the
General Instructions for Certain Information Returns.

Form 1099-MISC. Use Form 1099-MISC, Miscellaneous
Income, to report certain payments you make in your
trade or business. These payments include the following
items.

® Payments of $600 or more for services performed for
your business by people not treated as your employ-
ees, such as subcontractors, attorneys, accountants,
or directors.
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® Rent payments of $600 or more, other than rents paid
to real estate agents.

Prizes and awards of $600 or more that are not for
services, such as winnings on TV or radio shows.

Royalty payments of $10 or more.

® Payments to certain crew members by operators of
fishing boats.

You also use Form 1099-MISC to report your sales of
$5,000 or more of consumer goods to a person for resale
anywhere other than in a permanent retail establishment.

Form W-2. You must file Form W-2, Wage and Tax
Statement, to report payments to your employees, such
as wages, tips, and other compensation, withheld income,
social security, and Medicare taxes. For more information
on what to report on Form W-2, see the Instructions for
Forms W-2 and W-3.

Form 8300. You must file Form 8300, Report of Cash
Payments Over $10,000 Received in a Trade or Business,
if you receive more than $10,000 in cash in one transac-
tion or two or more related business transactions. Cash in-
cludes U.S. and foreign coin and currency. It also includes
certain monetary instruments such as cashier's and travel-
er's checks and money orders. For more information, see
Publication 1544, Reporting Cash Payments of Over
$10,000 (Received in a Trade or Business).

Penalties

The law provides penalties for not filing returns or paying
taxes as required. Criminal penalties may be imposed for
willful failure to file, tax evasion, or making a false state-
ment.

Failure to file tax returns. If you do not file your tax re-
turn by the due date, you may have to pay a penalty. The
penalty is based on the tax not paid by the due date. See
your tax return instructions for more information about this
penalty.

Failure to pay tax. If you do not pay your taxes by the
due date, you will have to pay a penalty for each month, or
part of a month, that your taxes are not paid. For more in-
formation, see your tax return instructions.

Failure to withhold, deposit, or pay taxes. If you do
not withhold income, social security, or Medicare taxes
from employees, or if you withhold taxes but do not de-
posit them or pay them to the IRS, you may be subject to
a penalty of the unpaid tax, plus interest. You may also be
subject to penalties if you deposit the taxes late. For more
information, see Publication 15.

Failure to follow information reporting requirements.
The following penalties apply if you are required to file in-
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formation returns. For more information, see the General
Instructions for Certain Information Returns.

® Failure to file information returns. A penalty ap-
plies if you do not file information returns by the due
date, if you do not include all required information, or if
you report incorrect information.

® Failure to furnish correct payee statements. A
penalty applies if you do not furnish a required state-
ment to a payee by the due date, if you do not include
all required information, or if you report incorrect infor-
mation.

Waiver of penalty. These penalties will not apply if
you can show that the failures were due to reasonable
cause and not willful neglect.

In addition, there is no penalty for failure to include all
the required information, or for including incorrect informa-
tion, on a de minimis number of information returns if you
correct the errors by August 1 of the year the returns are
due. (To be considered de minimis, the number of returns
cannot exceed the greater of 10 or " of 1% of the total
number of returns you are required to file for the year.)

Failure to supply taxpayer identification number. If
you do not include your taxpayer identification number
(SSN or EIN) or the taxpayer identification number of an-
other person where required on a return, statement, or
other document, you may be subject to a penalty of $50
for each failure. You may also be subject to the $50 pen-
alty if you do not give your taxpayer identification number
to another person when it is required on a return, state-
ment, or other document.

Deducting Business Expenses

You can deduct business expenses on your business or
personal income tax return, depending on the form of your
business. These are the current operating costs of running
your business. To be deductible, a business expense
must be both ordinary and necessary. An ordinary ex-
pense is one that is common and accepted in your field of
business, trade, or profession. A necessary expense is
one that is helpful and appropriate for your business,
trade, or profession. An expense does not have to be in-
dispensable to be considered necessary.

The following are brief explanations of some expenses
that are of interest to people starting a business. There
are many other expenses that you may be able to deduct.
See your form instructions and Publication 535, Business
Expenses.

Business Start-Up Costs

Business start-up costs are the expenses you incur before
you actually begin business operations. Your business
start-up costs will depend on the type of business you are
starting. They may include costs for advertising, travel,
surveys, and training. These costs are generally capital
expenses.
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You usually recover costs for a particular asset (such
as machinery or office equipment) through depreciation
(discussed next). You can elect to deduct up to $5,000 of
business start-up costs and $5,000 of organizational costs
paid or incurred after October 22, 2004. The $5,000 de-
duction is reduced by the amount your total start-up or or-
ganizational costs exceed $50,000. Any remaining cost
must be amortized.

For more information about amortizing start-up and or-
ganizational costs, see chapter 7 in Publication 535.

Depreciation

If property you acquire to use in your business has a use-
ful life that extends substantially beyond the year it is
placed in service, you generally cannot deduct the entire
cost as a business expense in the year you acquire it. You
must spread the cost over more than one tax year and de-
duct part of it each year. This method of deducting the
cost of business property is called depreciation.

Business property you must depreciate includes the
following items.

® Office furniture.
® Buildings.
® Machinery and equipment.

You can choose to deduct a limited amount of the cost
of certain depreciable property in the year you place the
property in service. This deduction is known as the “sec-
tion 179 deduction.” For more information about deprecia-
tion and the section 179 deduction, see Publication 946,
How To Depreciate Property.

Depreciation must be taken in the year it is allow-
able. Allowable depreciation not taken in a prior

year cannot be taken in the current year. If you do
not deduct the correct depreciation, you may be able to
make a correction by filing Form 1040X, Amended U.S.
Individual Income Tax Return, or by changing your ac-
counting method. For more information on how to correct
depreciation deductions, see chapter 1 in Publication 946.

Business Use of Your Home

To deduct expenses related to the business use of part of
your home, you must meet specific requirements. Even
then, your deduction may be limited. You may be able to
use the simplified method to figure your expenses for
business use of your home. For more information, see
Schedule C (Form 1040) and its instructions.

To qualify to claim expenses for business use of your
home, you must meet both the following tests.

1. Your use of the business part of your home must be:

a. Exclusive (however, see Exceptions to exclusive
use, later),

b. Regular,
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c. For your trade or business, AND

2. The business part of your home must be one of the
following:

a. Your principal place of business (defined later),

b. A place where you meet or deal with patients, cli-
ents, or customers in the normal course of your
trade or business, or

c. A separate structure (not attached to your home)
you use in connection with your trade or business.

Exclusive use. To qualify under the exclusive use test,
you must use a specific area of your home only for your
trade or business. The area used for business can be a
room or other separately identifiable space. The space
does not need to be marked off by a permanent partition.

You do not meet the requirements of the exclusive use
test if you use the area in question both for business and
for personal purposes.

Exceptions to exclusive use. You do not have to meet
the exclusive use test if either of the following applies.

1. You use part of your home for the storage of inventory
or product samples.

2. You use part of your home as a daycare facility.

For an explanation of these exceptions, see Publication
587, Business Use of Your Home (Including Use by Day-
care Providers).

Principal place of business. Your home office will qual-
ify as your principal place of business for deducting ex-
penses for its use if you meet the following requirements.

® You use it exclusively and regularly for administrative
or management activities of your trade or business.

® You have no other fixed location where you conduct
substantial administrative or management activities of
your trade or business.

Alternatively, if you use your home exclusively and reg-
ularly for your business, but your home office does not
qualify as your principal place of business based on the
previous rules, you determine your principal place of busi-
ness based on the following factors.

® The relative importance of the activities performed at
each location.

® |f the relative importance factor does not determine
your principal place of business, the time spent at
each location.

If, after considering your business locations, your home
cannot be identified as your principal place of business,
you cannot deduct home office expenses. However, for
other ways to qualify to deduct home office expenses, see
Publication 587.

Which form do 1 file? If you file Schedule C (Form
1040), use Form 8829, Expenses for Business Use of
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Your Home, to figure your deduction. If you file Sched-
ule F (Form 1040) or you are a partner, you can use the
worksheet in Publication 587.

More information. For more information about business
use of your home, see Publication 587.

Car and Truck Expenses

If you use your car or truck in your business, you can de-
duct the costs of operating and maintaining it. You gener-
ally can deduct either your actual expenses or the stand-
ard mileage rate.

Actual expenses. If you deduct actual expenses, you
can deduct the cost of the following items:

Depreciation Lease payments Registration

Garage rent Licenses Repairs
Gas Oil Tires
Insurance Parking fees Tolls

If you use your vehicle for both business and personal
purposes, you must divide your expenses between busi-
ness and personal use. You can divide your expenses
based on the miles driven for each purpose.

Example. You are the sole proprietor of a flower shop.
You drove your van 20,000 miles during the year. 16,000
miles were for delivering flowers to customers and 4,000
miles were for personal use. You can claim only 80%
(16,000 + 20,000) of the cost of operating your van as a
business expense.

Standard mileage rate. Instead of figuring actual expen-
ses, you may be able to use the standard mileage rate to
figure the deductible costs of operating your car, van,
pickup, or panel truck for business purposes. You can use
the standard mileage rate for a vehicle you own or lease.
The standard mileage rate is a specified amount of money
you can deduct for each business mile you drive. It is an-
nounced annually by the IRS. To figure your deduction,
multiply your business miles by the standard mileage rate
for the year.

Generally, if you use the standard mileage rate,
you cannot deduct your actual expenses. How-
C

L) ever, you may be able to deduct business-related
parking fees, tolls, interest on your car loan, and certain
state and local taxes.

Choosing the standard mileage rate. If you want to
use the standard mileage rate for a car you own, you must
choose to use it in the first year the car is available for use
in your business. In later years, you can choose to use ei-
ther the standard mileage rate or actual expenses.

If you use the standard mileage rate for a car you lease,
you must choose to use it for the entire lease period (in-
cluding renewals).
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Additional information. For more information about the
rules for claiming car and truck expenses, see Publication
463, Travel, Entertainment, Gift, and Car Expenses.

Recordkeeping

This part explains why you must keep records, what kinds
of records you must keep, and how to keep them. It also
explains how long you must keep your records for federal
tax purposes. A sample recordkeeping system is illustra-
ted at the end of this part.

Why Keep Records?

Everyone in business must keep records. Good records
will help you do the following.

Monitor the progress of your business. You need
good records to monitor the progress of your business.
Records can show whether your business is improving,
which items are selling, or what changes you need to
make. Good records can increase the likelihood of busi-
ness success.

Prepare your financial statements. You need good re-
cords to prepare accurate financial statements. These in-
clude income (profit and loss) statements and balance
sheets. These statements can help you in dealing with
your bank or creditors and help you manage your busi-
ness.

® Anincome statement shows the income and expen-
ses of the business for a given period of time.

® A balance sheet shows the assets, liabilities, and your
equity in the business on a given date.

Identify source of receipts. You will receive money or
property from many sources. Your records can identify the
source of your receipts. You need this information to sep-
arate business from nonbusiness receipts and taxable
from nontaxable income.

Keep track of deductible expenses. You may forget
expenses when you prepare your tax return unless you re-
cord them when they occur.

Prepare your tax returns. You need good records to
prepare your tax returns. These records must support the
income, expenses, and credits you report. Generally,
these are the same records you use to monitor your busi-
ness and prepare your financial statements.

Support items reported on tax returns. You must keep
your business records available at all times for inspection
by the IRS. If the IRS examines any of your tax returns,
you may be asked to explain the items reported. A com-
plete set of records will speed up the examination.
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Kinds of Records To Keep

Except in a few cases, the law does not require any spe-
cific kind of records. You can choose any recordkeeping
system suited to your business that clearly shows your in-
come and expenses.

The business you are in affects the type of records you
need to keep for federal tax purposes. You should set up
your recordkeeping system using an accounting method
that clearly shows your income for your tax year. See
Choosing an Accounting Method, earlier. If you are in
more than one business, you should keep a complete and
separate set of records for each business. A corporation
should keep minutes of board of directors' meetings.

Your recordkeeping system should include a summary
of your business transactions. This summary is ordinarily
made in your books (for example, accounting journals and
ledgers). Your books must show your gross income, as
well as your deductions and credits. For most small busi-
nesses, the business checkbook (discussed later) is the
main source for entries in the business books. In addition,
you must keep supporting documents, explained later.

Electronic records. All requirements that apply to hard
copy books and records also apply to electronic storage
systems that maintain tax books and records. When you
replace hard copy books and records, you must maintain
the electronic storage systems for as long as they are ma-
terial to the administration of tax law. An electronic stor-
age system is any system for preparing or keeping your
records either by electronic imaging or by transfer to an
electronic storage media. The electronic storage system
must index, store, preserve, retrieve, and reproduce the
electronically stored books and records in legible format.
All electronic storage systems must provide a complete
and accurate record of your data that is accessible to the
IRS. Electronic storage systems are also subject to the
same controls and retention guidelines as those imposed
on your original hard copy books and records.

The original hard copy books and records may be de-
stroyed provided that the electronic storage system has
been tested to establish that the hard copy books and re-
cords are being reproduced in compliance with IRS re-
quirements for an electronic storage system and proce-
dures are established to ensure continued compliance
with all applicable rules and regulations. You still have the
responsibility of retaining any other books and records
that are required to be retained.

The IRS may test your electronic storage system, in-
cluding the equipment used, indexing methodology, soft-
ware and retrieval capabilities. This test is not considered
an examination and the results must be shared with you. If
your electronic storage system meets the requirements
mentioned earlier, you will be in compliance. If not, you
may be subject to penalties for non-compliance, unless
you continue to maintain your original hard copy books
and records in a manner that allows you and the IRS to
determine your correct tax.

For details on electronic storage system requirements,
see Revenue Procedure 97-22, available at www.irs.gov/
Tax-Exempt-Bonds/Revenue-Procedures.

Page 12

Supporting Documents

Purchases, sales, payroll, and other transactions you
have in your business generate supporting documents.
Supporting documents include sales slips, paid bills, in-
voices, receipts, deposit slips, and canceled checks.
These documents contain information you need to record
in your books.

It is important to keep these documents because they
support the entries in your books and on your tax return.
Keep them in an orderly fashion and in a safe place. For
instance, organize them by year and type of income or ex-
pense.

Gross receipts. Gross receipts are the income you re-
ceive from your business. You should keep supporting
documents that show the amounts and sources of your
gross receipts. Documents that show gross receipts in-
clude the following.

® Cash register tapes.

Bank deposit slips.

Receipt books.

Invoices.

Credit card charge slips.

® Forms 1099-MISC.

Inventory. Inventory is any item you buy and resell to
customers. If you are a manufacturer or producer, this in-
cludes the cost of all raw materials or parts purchased for
manufacture into finished products. Your supporting docu-
ments should show the amount paid and that the amount
was for inventory. Documents reporting the cost of inven-
tory include the following.

® Canceled checks.

® Cash register tape receipts.
® Credit card sales slips.

® |nvoices.

These records will help you determine the value of your in-
ventory at the end of the year. See Publication 538 for in-
formation on methods for valuing inventory.

Expenses. Expenses are the costs you incur (other than
the cost of inventory) to carry on your business. Your sup-
porting documents should show the amount paid and that
the amount was for a business expense. Documents for
expenses include the following.

® Canceled checks.
® Cash register tapes.
® Account statements.

® Credit card sales slips.
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® |nvoices.

® Petty cash slips for small cash payments.

A petty cash fund allows you to make small pay-
@ ments without having to write checks for small
amounts. Each time you make a payment from

this fund, you should make out a petty cash slip and at-
tach it to your receipt as proof of payment.

Travel, transportation, entertainment, and gift ex-
penses. Specific recordkeeping rules apply to these ex-
penses. For more information, see Publication 463.

Employment taxes. There are specific employment
tax records you must keep. For a list, see Publication 15.

Assets. Assets are the property, such as machinery and
furniture you own and use in your business. You must
keep records to verify certain information about your busi-
ness assets. You need records to figure the annual depre-
ciation and the gain or loss when you sell the assets. Your
records should show the following information.

® When and how you acquired the asset.
® Purchase price.

® Cost of any improvements.

® Section 179 deduction taken.

® Deductions taken for depreciation.

® Deductions taken for casualty losses, such as losses
resulting from fires or storms.

® How you used the asset.

® When and how you disposed of the asset.
® Selling price.

® Expenses of sale.

The following documents may show this information.
® Purchase and sales invoices.

® Real estate closing statements.

® Canceled checks.

What if | don't have a canceled check? If you do not
have a canceled check, you may be able to prove pay-
ment with certain financial account statements prepared
by financial institutions. These include account statements
prepared for the financial institution by a third party. These
account statements must be highly legible. The following
table lists acceptable account statements.
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THEN the statement must

IF payment is by... show the...
Check ® Check number.
® Amount.

® Payee's name.

® Date the check amount
was posted to the
account by the financial
institution.

Electronic funds transfer ® Amount transferred.
® Payee's name.

® Date the transfer was
posted to the account by
the financial institution.

Credit card ® Amount charged.
® Payee's name.
® Transaction date.

Proof of payment of an amount, by itself, does
A not establish you are entitled to a tax deduction.
() You should also keep other documents, such as

credit card sales slips and invoices, to show that you also
incurred the cost.

Recording Business Transactions

A good recordkeeping system includes a summary of your
business transactions. (Your business transactions are
shown on the supporting documents just discussed.)
Business transactions are ordinarily summarized in books
called journals and ledgers. You can buy them at your lo-
cal stationery or office supply store.

A journal is a book where you record each business
transaction shown on your supporting documents. You
may have to keep separate journals for transactions that
occur frequently.

A ledger is a book that contains the totals from all of
your journals. It is organized into different accounts.

Whether you keep journals and ledgers and how you
keep them depends on the type of business you are in.
For example, a recordkeeping system for a small busi-
ness might include the following items.

® Business checkbook.
® Daily summary of cash receipts.

® Monthly summary of cash receipts.

Check disbursements journal.
® Depreciation worksheet.

® Employee compensation record.

Page 13





The business checkbook is explained next. The other
items are illustrated later under Recordkeeping System
Example.

The system you use to record business transac-
tions will be more effective if you follow good re-
cordkeeping practices. For example, record ex-
penses when they occur, and identify the source of

recorded receipts. Generally, it is best to record transac-
tions on a daily basis.

Business checkbook. One of the first things you should
do when you start a business is open a business checking
account. You should keep your business account sepa-
rate from your personal checking account.

The business checkbook is your basic source of infor-
mation for recording your business expenses. You should
deposit all daily receipts in your business checking ac-
count. You should check your account for errors by recon-
ciling it. See Reconciling the checking account, later.

Consider using a checkbook that allows enough space
to identify the source of deposits as business income, per-
sonal funds, or loans. You should also note on the deposit
slip the source of the deposit and keep copies of all slips.

You should make all payments by check to document
business expenses. Write checks payable to yourself only
when making withdrawals from your business for personal
use. Avoid writing checks payable to cash. If you must
write a check for cash to pay a business expense, include
the receipt for the cash payment in your records. If you
cannot get a receipt for a cash payment, you should make
an adequate explanation in your records at the time of
payment.

Use the business account for business purposes
@ only. Indicate the source of deposits and the type

of expense in the checkbook.

Reconciling the checking account. When you re-
ceive your bank statement, make sure the statement, your
checkbook, and your books agree. The statement balance
may not agree with the balance in your checkbook and
books if the statement:

® Includes bank charges you did not enter in your books
and subtract from your checkbook balance, or

® Does not include deposits made after the statement
date or checks that did not clear your account before
the statement date.

By reconciling your checking account, you will:
® Verify how much money you have in the account,

® Make sure that your checkbook and books reflect all
bank charges and the correct balance in the checking
account, and

® Correct any errors in your bank statement, checkbook,
and books.

You should reconcile your checking account
@ each month.
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Before you reconcile your monthly bank statement,
check your own figures. Begin with the balance shown in
your checkbook at the end of the previous month. To this
balance, add the total cash deposited during the month
and subtract the total cash disbursements.

After checking your figures, the result should agree with
your checkbook balance at the end of the month. If the re-
sult does not agree, you may have made an error in re-
cording a check or deposit. You can find the error by do-
ing the following.

1. Adding the amounts on your check stubs and com-
paring that total with the total in the “amount of check”
column in your check disbursements journal. If the to-
tals do not agree, check the individual amounts to see
if an error was made in your check stub record or in
the related entry in your check disbursements journal.

2. Adding the deposit amounts in your checkbook. Com-
pare that total with the monthly total in your cash re-
ceipt book, if you have one. If the totals do not agree,
check the individual amounts to find any errors.

If your checkbook and journal entries still disagree,
then refigure the running balance in your checkbook to
make sure additions and subtractions are correct.

When your checkbook balance agrees with the balance
figured from the journal entries, you may begin reconciling
your checkbook with the bank statement. Many banks
print a reconciliation worksheet on the back of the state-
ment.

To reconcile your account, follow these steps.

1. Compare the deposits listed on the bank statement
with the deposits shown in your checkbook. Note all
differences in the dollar amounts.

2. Compare each canceled check, including both check
number and dollar amount, with the entry in your
checkbook. Note all differences in the dollar amounts.
Mark the check number in the checkbook as having
cleared the bank. After accounting for all checks re-
turned by the bank, those not marked in your check-
book are your outstanding checks.

3. Prepare a bank reconciliation. One is illustrated later
under Recordkeeping System Example.

4. Update your checkbook and journals for items shown
on the reconciliation as not recorded (such as service
charges) or recorded incorrectly.

At this point, the adjusted bank statement balance should
equal your adjusted checkbook balance. If you still have
differences, check the previous steps to find the errors.

Bookkeeping System

You must decide whether to use a single-entry or a dou-
ble-entry bookkeeping system. The single-entry system of
bookkeeping is the simplest to maintain, but it may not be
suitable for everyone. You may find the double-entry sys-
tem better because it has built-in checks and balances to
assure accuracy and control.
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Single-entry. A single-entry system is based on the in-
come statement (profit or loss statement). It can be a sim-
ple and practical system if you are starting a small busi-
ness. The system records the flow of income and
expenses through the use of:

1. A daily summary of cash receipts, and

2. Monthly summaries of cash receipts and disburse-
ments.

Double-entry. A double-entry bookkeeping system uses
journals and ledgers. Transactions are first entered in a
journal and then posted to ledger accounts. These ac-
counts show income, expenses, assets (property a busi-
ness owns), liabilities (debts of a business), and net worth
(excess of assets over liabilities). You close income and
expense accounts at the end of each tax year. You keep
asset, liability, and net worth accounts open on a perma-
nent basis.

In the double-entry system, each account has a left
side for debits and a right side for credits. It is self-balanc-
ing because you record every transaction as a debit entry
in one account and as a credit entry in another.

Under this system, the total debits must equal the total
credits after you post the journal entries to the ledger ac-
counts. If the amounts do not balance, you have made an
error and you must find and correct it.

An example of a journal entry exhibiting a payment of
rent in October is shown next.

General Journal

Date  Description of Entry Debit Credit
Oct. 5 | Rent expense 780.00
Cash 780.00

Table 3. Period of Limitations

Computerized System

There are computer software packages you can use for
recordkeeping. They can be purchased in many retail
stores. These packages are very helpful and relatively
easy to use; they require very little knowledge of book-
keeping and accounting.

If you use a computerized system, you must be able to
produce sufficient legible records to support and verify en-
tries made on your return and determine your correct tax
liability. To meet this qualification, the machine-sensible
records must reconcile with your books and return. These
records must provide enough detail to identify the underly-
ing source documents.

You must also keep all machine-sensible records and a
complete description of the computerized portion of your
recordkeeping system. This documentation must be suffi-
ciently detailed to show all of the following items.

® Functions being performed as the data flows through
the system.

® Controls used to ensure accurate and reliable pro-
cessing.

® Controls used to prevent the unauthorized addition, al-
teration, or deletion of retained records.

® Charts of accounts and detailed account descriptions.
For more information, see Revenue Procedure 98-25 in

Cumulative Bulletin 1998-1, available at www.irs.gov/
Businesses/Automated-Records.

How Long To Keep Records

You must keep your records as long as they may be nee-
ded for the administration of any provision of the Internal
Revenue Code. Generally, this means you must keep re-
cords that support an item of income or deduction on a re-
turn until the period of limitations for that return runs out.

The period of limitations is the period of time in which
you can amend your return to claim a credit or refund, or
the IRS can assess additional tax. Table 3 contains the
periods of limitations that apply to income tax returns. Un-
less otherwise stated, the years refer to the period after

IF you... THEN the period is...
1. Owe additional tax and situations (2), (3), and (4), below, do not apply to you 3 years
2. Do not report income that you should report and it is more than 25% of the gross 6 years
income shown on the return
3. File a fraudulent return Not limited
4. Do not file a return Not limited

5. File a claim for credit or refund after you filed your return

Later of: 3 years or
2 years after tax
was paid

6. File a claim for a loss from worthless securities or a bad debt deduction

7 years
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the return was filed. Returns filed before the due date are
treated as filed on the due date.

Keep copies of your filed tax returns. They help in
@ preparing future tax returns and making computa-

tions if you file an amended return.

Employment taxes. If you have employees, you must
keep all employment tax records for at least 4 years after
the date the tax becomes due or is paid, whichever is
later. For more information about recordkeeping for em-
ployment taxes, see Publication 15.

Assets. Keep records relating to property until the period
of limitations expires for the year in which you dispose of
the property in a taxable disposition. You must keep these
records to figure any depreciation, amortization, or deple-
tion deduction, and to figure your basis for computing gain
or loss when you sell or otherwise dispose of the property.

Generally, if you received property in a nontaxable ex-
change, your basis in that property is the same as the ba-
sis of the property you gave up, increased by any money
you paid. You must keep the records on the old property,
as well as on the new property, until the period of limita-
tions expires for the year in which you dispose of the new
property in a taxable disposition.

Records for nontax purposes. When your records are
no longer needed for tax purposes, do not discard them
until you check to see if you have to keep them longer for
other purposes. For example, your insurance company or
creditors may require you to keep them longer than the
IRS does.

Recordkeeping System Example

This example illustrates a single-entry system used by
Henry Brown, who is the sole proprietor of a small auto-
mobile body shop. Henry uses part-time help, has no in-
ventory of items held for sale, and uses the cash method
of accounting.

These sample records should not be viewed as a rec-
ommendation of how to keep your records. They are in-
tended only to show how one business keeps its records.

1. Daily Summary of Cash Receipts

This summary is a record of cash sales for the day. It ac-
counts for cash at the end of the day over the amount in
the Change and Petty Cash Fund at the beginning of the
day.

Henry takes the cash sales entry from his cash register
tape. If he had no cash register, he would simply total his
cash sale slips and any other cash received that day.

He carries the total receipts shown in this summary for
January 3 ($267.80), including cash sales ($263.60) and
sales tax ($4.20), to the Monthly Summary of Cash Re-
ceipts.
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Petty cash fund. Henry uses a petty cash fund to make
small payments without having to write checks for small
amounts. Each time he makes a payment from this fund,
he makes out a petty cash slip and attaches it to his re-
ceipt as proof of payment. He sets up a fixed amount
($50) in his petty cash fund. The total of the unspent petty
cash and the amounts on the petty cash slips should
equal the fixed amount of the fund. When the totals on the
petty cash slips approach the fixed amount, he brings the
cash in the fund back to the fixed amount by writing a
check to “Petty Cash” for the total of the outstanding slips.
(See the Check Disbursements Journal entry for check
number 92.) This restores the fund to its fixed amount of
$50. He then summarizes the slips and enters them in the
proper columns in the monthly check disbursements jour-
nal.

2. Monthly Summary of Cash Receipts

This shows the income activity for the month. Henry car-
ries the total monthly net sales shown in this summary for
January ($4,865.05) to his Annual Summary.

To figure total monthly net sales, Henry reduces the to-
tal monthly receipts by the sales tax imposed on his cus-
tomers and turned over to the state. He cannot take a de-
duction for sales tax turned over to the state because he
only collected the tax. He does not include the tax in his
income.

3. Check Disbursements Journal

Henry enters checks drawn on the business checking ac-
count in the Check Disbursements Journal each day. All
checks are prenumbered and each check number is listed
and accounted for in the column provided in the journal.

Frequent expenses have their own headings across the
sheet. He enters in a separate column expenses that re-
quire comparatively numerous or large payments each
month, such as materials, gross payroll, and rent. Under
the General Accounts column, he enters small expenses
that normally have only one or two monthly payments,
such as licenses and postage.

Henry does not pay personal or nonbusiness expenses
by checks drawn on the business account. If he did, he
would record them in the journal, even though he could
not deduct them as business expenses.

Henry carries the January total of expenses for materi-
als ($1,083.50) to the Annual Summary. Similarly, he en-
ters the monthly total of expenses for telephone, truck/
auto, etc., in the appropriate columns of that summary.

4. Employee Compensation Record

This record shows the following information.

® The number of hours Henry's employee worked in a
pay period.

® The employee's total pay for the period.
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® The deductions Henry withheld in figuring the employ-
ee's net pay.

® The monthly gross payroll.

Henry carries the January gross payroll ($520) to the An-
nual Summary.

5. Annual Summary

This annual summary of monthly cash receipts and ex-
pense totals provides the final amounts to enter on
Henry's tax return. He figures the cash receipts total from
the total of monthly cash receipts shown in the Monthly
Summary of Cash Receipts. He figures the expense totals
from the totals of monthly expense items shown in the
Check Disbursements Journal. As in the journal, he keeps
each major expense in a separate column.

Henry carries the cash receipts total shown in the an-
nual summary ($47,440.95) to Part | of Schedule C (not il-
lustrated). He carries the total for materials ($10,001.00)
to Part Il of Schedule C.

A business that keeps materials and supplies on
hand generally must complete the inventory lines
CAUTION

in Part lll of Schedule C. However, there are no
inventories of materials and supplies in this example.
Henry buys parts and supplies on a per-job basis; he does
not keep them on hand.

Henry enters annual totals for interest, rent, taxes, and
wages on the appropriate lines in Part Il of Schedule C.
The total for taxes and licenses includes the employer's
share of social security and Medicare taxes, and the busi-
ness license fee. He enters the total of other annual busi-
ness expenses on the “Other expenses” line of Sched-
ule C.

6. Depreciation Worksheet

This worksheet shows the information used in figuring the
depreciation allowed on assets used in Henry's business.
Henry figures the depreciation using the modified acceler-
ated cost recovery system (MACRS). He purchased and
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placed in service several used assets that do not qualify
for the section 179 deduction. Depreciation and the sec-
tion 179 deduction are discussed in Publication 946.
Henry uses the information in the worksheet to complete
Form 4562, Depreciation and Amortization (not illustra-
ted).

7. Bank Reconciliation

Henry reconciles his checkbook with his bank statement
and prepares a bank reconciliation for January as follows.

1. Henry begins by entering his bank statement balance.

2. Henry compares the deposits listed on the bank state-
ment with deposits shown in his checkbook. Two de-
posits shown in his checkbook— $701.33 and
$516.08—were not on his bank statement. He enters
these two amounts on the bank reconciliation. He
adds them to the bank statement balance of
$1,458.12 to arrive at a subtotal of $2,675.53.

3. After comparing each canceled check with his check-
book, Henry found four outstanding checks totaling
$526.50. He subtracts this amount from the subtotal
in (2). The result of $2,149.03 is the adjusted bank
statement balance.

4. Henry enters his checkbook balance on the bank rec-
onciliation.

5. Henry discovered that he mistakenly entered a de-
posit of $600.40 in his checkbook as $594.40. He
adds the difference ($6.00) to the checkbook balance
of $2,153.03. There was a $10.00 bank service
charge on his bank statement that he subtracts from
the checkbook balance. The result is the adjusted
checkbook balance of $2,149.03. This equals his ad-
justed bank statement balance computed in (3).

The only book adjustment Henry needs to make is to
the Check Disbursements Journal for the $10 bank serv-
ice charge. He does not need to adjust the Monthly Sum-
mary of Cash Receipts because he correctly entered the
January 8 deposit of $600.40 in that record.
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Daily Cash Receipts
1. Daily Summary of Cash Receipts

Date January 3, 20 —

Cashsales . ................. 263.60

Salestax ... ... . ... ........ 4.20
TOTAL RECEIPTS 267.80

Cash on hand

Cash in register (including unspent petty cash)

Coins . ..... 23.75
Bills . ..... 143.00
Checks . . . . .. 134.05 ﬁ
TOTAL CASH IN REGISTER . . . . . .. 300.80
Add: Petty cash slips. . . .. ... ... .. 17.00
TOTAL CASH 317.80

Less: Change and petty cash

Petty cash slips. . . . 17.00
Coins and bills . . . . 33.00
(unspent petty cash) +
TOTAL CHANGE AND PETTY CASH FUND . . 50.00
TOTAL CASH RECEIPTS 261.80
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2. Monthly Summary of Cash Receipts

Year 20—  Month_ January
Day Net Sales Sales Tax Daily Receipts Deposit
3 263.60 4.20 267.80
4 212.00 3.39 215.39
5 194.40 3.10 197.50 680.69
6 222.40 3.54 225.94
7 231.15 3.68 234.83
8 137.50 2.13 139.63 600.40
10 187.90 2.99 190.89
11 207.56 3.31 210.87 401.76
12 128.95 2.05 131.00
13 231.40 3.77 235.17
14 201.28 3.21 204.49
15 88.01 1.40 89.41 660.07
17 210.95 3.36 214.31
18 221.80 3.53 225.33 439.64
19 225.15 3.59 228.74
20 221.93 3.52 225.45
21 133.53 2.13 135.66 589.85
22 130.84 2.08 132.92
24 216.37 3.45 219.82 352.74
25 220.05 3.50 223.55
26 197.80 3.15 200.95
27 272.49 4.34 276.83 701.33
28 150.64 2.40 153.04
29 224.05 3.56 227.61
31 133.30 2.13 135.43 516.08
TOTALS 4,865.05 77.51 4,942.56 4,942.56
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3. Check Disbursements Journal

Year 20— Month January
Federal FICA FICA
Withheld Social Medicar
Chec | Amount of Gross Income | Security e
Day Paid To k # Check Materials Payroll Tax Reserve | Reserve
3 Dale Advertising 74 85.00
4 City Treasurer 75 35.00
4 Auto Parts, Inc. 76 203.00 203.00
4 John E. Marks 77 21411 260.00 (20.00) (16.12) (3.77)
6 Henry Brown 78 250.00
6 Mike's Deli 79 36.00
6 Joe's Service Station | 80 74.50 29.50
6 ABC Auto Paint 81 137.50 137.50
7 Henry Brown 82 225.00
14 Telephone Co. 83 27.00
National Bank (Tax
15 Deposit) 84 119.56 40.00 32.24 7.54
18 National Bank 85 90.09
18 Auto Parts, Inc. 86 472.00 472.00
18 Henry Brown 87 275.00
18 John E. Marks 88 21411 260.00 (20.00) (16.12) (3.77)
21 Electric Co. 89 175.30
21 M.B. Ignition 90 66.70 66.70
21 Baker's Fender Co. 91 9.80 9.80
21 Petty Cash 92 17.00 15.00
21 Henry Brown 93 225.00
25 Baker's Fender Co. 94 150.00 150.00
25 Enterprise Properties | 95 300.00
25 State Treasurer 96 12.00
25 State Treasurer 97 65.00
3,478.67 1,083.50 | 520.00 -0- -0- -0-
Bank service charge 10.00
TOTALS 3,488.67 1,083.50 | 520.00 -0- -0- -0-
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3. Check Disbursements Journal (Continued)

Employer
State s
Withheld FICA Truck/
Income Tax Tax Electric| Interest | Rent |Telephone Auto | Drawing General Accounts
Advertising 85.00
License 35.00
(6.00)
250.00
Holiday Party| 36.00
45.00
225.00
27.00
39.78
18.09 Loan 72.00
275.00
(6.00)
175.30
Postage 2.00
225.00
300.00
12.00
Sales Tax 65.00
-0- 39.78| 175.30| 18.09 300.00 27.00 45.00 975.00 295.00
10.00
-0- 39.78| 175.30| 18.09 300.00 27.00 45.00 975.00 305.00
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Employee Compensation
4. Employee Compensation Record

Name John E. Marks [] Full Time Soc. Sec. No. 567-00-8901
Address 1 Elm St., /\I’lytOWl’I, NJ 07101 Part Time Date of Birth 12-21-65
Phone ___955-6075 No. of Exemptions ___1/ single
Hours Worked Earnings Deductions
Pay Total Federal | State
Period | Date Regular Regular | Overtime Social Income | Income
Ending | Paid SMTWTFS SMTWTFS |Hours |Overtime| Rate Rate Total Security | Medicare | Tax Tax Net Pay
1-11 1-4| 5 555 5 546 40 $6.50 . $260.00| $10.12| $2.77($20.00| $6.00[$214.11
1-15(1-18| 444442 43443 40 $6.50 . $260.00| $16.12 | $2.77|$20.00| $6.00|$214.11
&0 . . $520.00|$32.24 | $7.54|$40.00|$12.00|$428.22
N~ —~INA~ANANNANANA~A N~ NN N NSNS~~~ NN A~ NN N~ AN NN NASANA A~ AN NS~ AN AN~ NAAN AN
N~ NAN AN AN NN N NN NI AN NN AN N AN N NN S~ A NI e A TN N AN SN

QUARTERLY TOTALS . . |91,26240 $78.23 | $18.31]$100.00,$30.00/$1,035.66

5. Annual Summary

Cash Materials/| Gross | FICA Bank Truck/ Office Taxes/
Month Receipts  [Supplies | Payroll |Taxes Charges | Electric | Interest |Insurance| Rent  [Telephones| Auto Advertising| Expenses | Licenses | Misc.
January $4.865.05(51,083.50|$520.00($39.78|$10.00|$175.20 |$18.09 . $300.00[$27.00|$45.00|$65.00|$36.00|$100.00| $2.00

February 3478.32| 87493 23040| 17.68| 7.50| 193.10| 18.09|210.00| 300.00| 21.50| 26.50

March 3,942.00| 72490 507.00| 38.08| 11.25| 145.61| 186.09| . 300.00] 32.10| 51.30

N~ NAAANIINANAAANNA A~ NAANA A NN A~ AN ~INAA~ANNANAANAAAIN A AN A NSNS A~ NN~ INANNINNANAA A NN AN NN

R e 1 2 2 i T 2 T A N g N g L

December | 3,65052| 609.23 520.00| 39.76| 10.00[169.00| 18.09| . 300.00| 23.13| 37.62 . 4.00 . 71.91

TOTALS 4.7 440 98(510,00100{85 434.00(8408.09|692.30 [#1,642.37|8217.08] 8420 00 |$3.600.00| 524,09 |$571.46$85.00(840.00 |5218.00|§744.00

6. Depreciation Worksheet

Section 179
Business/ | Deduction | Depreci-
Date Placed | Cost or Investment | and Special |ation Prior| Basis for | Method/ Recovery | Rate or Depreciation

Description of Property in Service | Other Basis | Use % Allowance | Years Depreciation| Convention | Period Table % Deduction

Used Equipment—

Transmission Jack 1-2 5,000 100% — — 3,000 |200 DB/HY 7 14.29% $429

Used Pickup Truck 1-3 5,000 100% — — 5,000 |200 DB/HY 5 20% 1,600

Used Heavy Duty

Tow Truck 1-3 30,000 100% — — 50,000 |200 DB/HY 5 20% 6,000

Used Equipment—

Engine Hoist 1-2 4,000 100% — — 4,000 |200 DB/HY 7 14.29% 572
$6,601
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Bank Reconciliation
7. Bank Reconciliation as of

Date January 31, 20 —

Closing balance shown on bank statement . . 1,458.12

Add deposits not credited:

28 701.33
C 3L 516.08 ﬁ
TOTAL DEPOSITS NOT CREDITED . . 1,217.41
Subtotal . . . . ... .. .. ... ... ... 2,675.53

No. .90 . 66.70
9 9.80
.9 150.00
L9 30000 | — 4
TOTAL OUTSTANDING CHECKS . . . . . 526.50
Adjusted balance per bank statement . . . . 2,149.03
Balance shown in checkbook . . . . . . . .. 2,153.03

Deposit of $600.40 for
Add: 1/8 entered as 6.00

2,159.03
Subtract: .Bank service charge 10.00
Adjusted checkbook balance . . . . ... .. 2,149.03
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How To Get Tax Help

Do you need help with a tax issue or preparing your tax re-
turn, or do you need a free publication or form?

Preparing and filing your tax return. Find free options
to prepare and file your return on IRS.gov or in your local
community if you qualify.

® Go to IRS.gov and click on the Filing tab to see your
options.

® Enter “Free File” in the search box to use brand name
software to prepare and e-file your federal tax return
for free.

® Enter “VITA” in the search box, download the free
IRS2Go app, or call 1-800-906-9887 to find the near-
est Volunteer Income Tax Assistance or Tax Counsel-
ing for the Elderly (TCE) location for free tax prepara-
tion.

® Enter “TCE” in the search box, download the free
IRS2Go app, or call 1-888-227-7669 to find the near-
est Tax Counseling for the Elderly location for free tax
preparation.

The Volunteer Income Tax Assistance (VITA) program
offers free tax help to people who generally make $53,000
or less, persons with disabilities, the elderly, and limi-
ted-English-speaking taxpayers who need help preparing
their own tax returns. The Tax Counseling for the Elderly
(TCE) program offers free tax help for all taxpayers, par-
ticularly those who are 60 years of age and older. TCE
volunteers specialize in answering questions about pen-
sions and retirement-related issues unique to seniors.

Getting answers to your tax law questions. IRS.gov
and IRS2Go are ready when you are—24 hours a day, 7
days a week.

® Enter “ITA” in the search box on IRS.gov for the Inter-
active Tax Assistant, a tool that will ask you questions
on a number of tax law topics and provide answers.
You can print the entire interview and the final re-
sponse.

® Enter “Tax Map” or “Tax Trails” in the search box for
detailed information by tax topic.

® Enter “Pub 17” in the search box to get Pub. 17, Your
Federal Income Tax for Individuals, which features de-
tails on tax-saving opportunities, 2014 tax changes,
and thousands of interactive links to help you find an-
swers to your questions.

® Call TeleTax at 1-800-829-4477 for recorded informa-
tion on a variety of tax topics.

® Access tax law information in your electronic filing
software.

® Go to IRS.gov and click on the Help & Resources tab
for more information.
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Tax forms and publications. You can download or print
all of the forms and publications you may need on
www.irs.gov/formspubs. Otherwise, you can:

® Go to www.irs.gov/orderforms to place an order and
have forms mailed to you, or

® Call 1-800-829-3676 to order current-year forms, in-
structions, publications, and prior-year forms and in-
structions (limited to 5 years).

You should receive your order within 10 business days.

Where to file your tax return.

® There are many ways to file your return electronically.
It's safe, quick and easy. See Preparing and filing your
tax return, earlier, for more information.

® See your tax return instructions to determine where to
mail your completed paper tax return.
Getting a transcript or copy of a return.

® Go to IRS.gov and click on “Get Transcript of Your
Tax Records” under “Tools.”

® Download the free IRS2Go app to your smart phone
and use it to order transcripts of your tax returns or tax
account.

® Call the transcript toll-free line at 1-800-908-9946.

® Mail Form 4506-T or Form 4506 T-EZ (both available
on IRS.gov).

Using online tools to help prepare your return. Go to
IRS.gov and click on the Tools bar to use these and other
self-service options.

® The Earned Income Tax Credit Assistant determines if
you are eligible for the EIC.

® The First Time Homebuyer Credit Account Look-up
tool provides information on your repayments and ac-
count balance.

® The Alternative Minimum Tax (AMT) Assistant deter-
mines whether you may be subject to AMT.

® The Online EIN Application helps you get an Employer
Identification Number.

® The /RS Withholding Calculator estimates the amount
you should have withheld from your paycheck for fed-
eral income tax purposes.

® The Electronic Filing PIN Request helps to verify your
identity when you do not have your prior year AGI or
prior year self-selected PIN available.

Understanding identity theft issues.

® (Go to www.irs.gov/uac/ldentity-Protection for informa-
tion and videos.

® |f your SSN has been lost or stolen or you suspect you
are a victim of tax-related identity theft, visit
www.irs.gov/identitytheft to learn what steps you
should take.
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Checking on the status of a refund.
® Go to www.irs.gov/refunds.

® Download the free IRS2Go app to your smart phone
and use it to check your refund status.

® Call the automated refund hotline at 1-800-829-1954.

Making a tax payment. You can make electronic pay-
ments online, by phone, or from a mobile device. Paying
electronically is safe and secure. The IRS uses the latest
encryption technology and does not store banking infor-
mation. It's easy and secure and much quicker than mail-
ing in a check or money order. Go to IRS.gov and click on
the Payments tab or the “Pay Your Tax Bill” icon to make a
payment using the following options.

® Direct Pay (only if you are an individual who has a
checking or savings account).

® Debit or credit card.
® FElectronic Federal Tax Payment System.

® Check or money order.

What if | can’t pay now? Click on the Payments tab or
the “Pay Your Tax Bill” icon on IRS.gov to find more infor-
mation about these additional options.

® An online payment agreement determines if you are
eligible to apply for an installment agreement if you
cannot pay your taxes in full today. With the needed
information, you can complete the application in about
30 minutes, and get immediate approval.

® An offer in compromise allows you to settle your tax
debt for less than the full amount you owe. Use the
Offer in Compromise Pre-Qualifier to confirm your eli-
gibility.

Checking the status of an amended return. Go to
IRS.gov and click on the Tools tab and then Where’s My
Amended Return?

Understanding an IRS notice or letter. Enter “Under-
standing your notice” in the search box on IRS.gov to find
additional information about your IRS notice or letter.

Visiting the IRS. Locate the nearest Taxpayer Assis-
tance Center using the Office Locator tool on IRS.gov. En-
ter “office locator” in the search box. Or choose the “Con-
tact Us” option on the IRS2Go app and search Local
Offices. Before you visit, use the Locator tool to check
hours and services available.

Watching IRS videos. The IRS Video portal
www.irsvideos.gov contains video and audio presenta-
tions on topics of interest to individuals, small businesses,
and tax professionals. You'll find video clips of tax topics,
archived versions of live panel discussions and Webinars,
and audio archives of tax practitioner phone forums.

Getting tax information in other languages. For tax-
payers whose native language is not English, we have the
following resources available.

Publication 583 (January 2015)

1. Taxpayers can find information on IRS.gov in the fol-
lowing languages.

a. Spanish.
. Chinese.

b

c. Vietnamese.
d. Korean.

e. Russian.

2. The IRS Taxpayer Assistance Centers provide
over-the-phone interpreter service in over 170 lan-
guages, and the service is available free to taxpayers.

The Taxpayer Advocate Service Is
Here To Help You

What is the Taxpayer Advocate Service?

The Taxpayer Advocate Service (TAS) is an independ-
ent organization within the Internal Revenue Service that
helps taxpayers and protects taxpayer rights. Our job is to
ensure that every taxpayer is treated fairly and that you
know and understand your rights under the Taxpayer Bill

of Rights.

What Can the Taxpayer Advocate Service
Do For You?

We can help you resolve problems that you can’t resolve
with the IRS. And our service is free. If you qualify for our
assistance, you will be assigned to one advocate who will
work with you throughout the process and will do every-
thing possible to resolve your issue. TAS can help you if:

® Your problem is causing financial difficulty for you,
your family, or your business,

® You face (or your business is facing) an immediate
threat of adverse action, or

® You've tried repeatedly to contact the IRS but no one
has responded, or the IRS hasn’t responded by the
date promised.

How Can You Reach Us?

We have offices in every state, the District of Columbia,
and Puerto Rico. Your local advocate’s number is in your
local directory and at www.taxpayeradvocate.irs.gov. You
can also call us at 1-877-777-4778.

How Can You Learn About Your Taxpayer
Rights?

The Taxpayer Bill of Rights describes ten basic rights that
all taxpayers have when dealing with the IRS. Our Tax
Toolkit at www.taxpayeradvocate.irs.gov can help you un-
derstand what these rights mean to you and how they ap-
ply. These are your rights. Know them. Use them.
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http://www.irs.gov/Refunds

http://www.irs.gov/Payments/Direct-Pay

http://www.irs.gov/Individuals/Online-Payment-Agreement-Application

http://irs.treasury.gov/oic_pre_qualifier/

http://www.irs.gov/Filing/Individuals/Amended-Returns-(Form-1040-X)/Wheres-My-Amended-Return-1

http://www.irs.gov/Filing/Individuals/Amended-Returns-(Form-1040-X)/Wheres-My-Amended-Return-1

http://www.irsvideos.gov/

http://www.irs.gov/Spanish

http://www.irs.gov/Chinese

http://www.irs.gov/Vietnamese

http://www.irs.gov/Korean

http://www.irs.gov/Russian

http://taxpayeradvocate.irs.gov/About-TAS/Taxpayer-Rights

http://taxpayeradvocate.irs.gov/About-TAS/Taxpayer-Rights

http://www.irs.gov/Advocate/Local-Taxpayer-Advocate

http://www.irs.gov/Advocate/Local-Taxpayer-Advocate

http://www.taxpayeradvocate.irs.gov/

http://www.taxpayeradvocate.irs.gov/

http://taxpayeradvocate.irs.gov/About-TAS/Taxpayer-Rights/What-the-Taxpayer-Bill-of-Rights-Means-for-You



How Else Does the Taxpayer Advocate
Service Help Taxpayers?

TAS works to resolve large-scale problems that affect
many taxpayers. If you know of one of these broad issues,
please report it to us at www.irs.gov/sams.

Low Income Taxpayer Clinics

Low Income Taxpayer Clinics (LITCs) serve individuals
whose income is below a certain level and need to resolve

Page 26

tax problems such as audits, appeals, and tax collection
disputes. Some clinics can provide information about tax-
payer rights and responsibilities in different languages for
individuals who speak English as a second language. To
find a clinic near you, visit www.irs.gov/litc or see IRS
Publication 4134, Low Income Taxpayer Clinic List.
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http://www.irs.gov/Advocate/Systemic-Advocacy-Management-System-SAMS

http://www.irs.gov/Advocate/Low-Income-Taxpayer-Clinics

http://www.irs.gov/pub/irs-pdf/p4134.pdf



Index

“cy- To help us develop a more useful index, please let us know if you have ideas for index entries.

“¥  See “Comments and Suggestions” in the “Introduction” for the ways you can reach us.
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IRS Small Business Resources y' IRS

Small Business and Self-Employed Tax Center

Self-Employed Individuals Tax Center

Small Business Taxes: The Virtual Workshop

Employer ID Numbers. Also known as a Federal Tax Identification Number.

How to Apply for an EIN

e Form SS-4

Ten Tips for Choosing a Tax Preparer

Bartering Income

Estimated Taxes

Direct Pay with Bank Account

e Use this secure service to pay your taxes for Form 1040 series, estimated taxes
or other associated forms directly from your checking or savings account at no
cost to you.

IRS Publications for small business owners:

e Publication 583 Starting a Business and Keeping Records

e Publication 463 Travel, Entertainment, Gift, and Car Expenses

e Publication 535 Business Expenses

e Publication 587 Business Use of Your Home

e Publication 334 — Tax Guide for Small Business

Other helpful resources:

Starting a Business

o Is it a Business or a Hobby?

e Selecting a Business Structure

e Business Taxes
e When Do | Start My Tax Year?

IRS Small Business Resources — provided by SCORE in cooperation with the Minnesota offices of the IRS



https://www.irs.gov/businesses/small-businesses-self-employed

https://www.irs.gov/businesses/small-businesses-self-employed

https://www.irs.gov/businesses/small-businesses-self-employed/self-employed-individuals-tax-center

https://www.irs.gov/businesses/small-businesses-self-employed/small-business-self-employed-virtual-small-business-tax-workshop

https://www.irs.gov/businesses/small-businesses-self-employed/employer-id-numbers

https://www.irs.gov/businesses/small-businesses-self-employed/how-to-apply-for-an-ein

https://www.irs.gov/pub/irs-pdf/fss4.pdf

https://www.irs.gov/newsroom/ten-tips-for-choosing-a-tax-preparer

https://www.irs.gov/taxtopics/tc420

https://www.irs.gov/businesses/small-businesses-self-employed/estimated-taxes

https://www.irs.gov/payments/direct-pay

https://www.irs.gov/forms-pubs/about-publication-583

https://www.irs.gov/forms-pubs/about-publication-463

https://www.irs.gov/forms-pubs/about-publication-535

https://www.irs.gov/forms-pubs/about-publication-587

https://www.irs.gov/forms-pubs/about-publication-334

https://www.irs.gov/businesses/small-businesses-self-employed/starting-a-business

https://www.irs.gov/newsroom/five-things-to-remember-about-hobby-income-and-expenses

https://www.irs.gov/newsroom/five-things-to-remember-about-hobby-income-and-expenses

https://www.irs.gov/businesses/small-businesses-self-employed/business-structures

https://www.irs.gov/businesses/small-businesses-self-employed/business-taxes

https://www.irs.gov/businesses/small-businesses-self-employed/tax-years



e Checklist for Starting a Business

e Types of Retirement Plans

e Other Recommended Reading for Small Businesses

Operating a Business

Deducting Business Expenses

Recordkeeping

e Why should | keep records?

e What kinds of records should | keep?

e How long should | keep records?

e How long should | keep employment tax records?

e How should | record my business transactions?

e What is the burden of proof?

Businesses with Employees

e Family Help

Independent Contractor (Self-Employed) or Employee?

e \What you need to know about federal taxes when hiring employees or

contractors

e Reporting Payments to Independent Contractors

e Am | Required to File a Form 1099 or Other Information Return?

e Online Ordering for Information Returns and Employer Returns

Form W-9, Request for Taxpayer Identification Number and Certification

e Instructions for the Requester of Form W-9

IRS Tax Calendar for Businesses and Self-Employed

Subscribe to e-news for small business

IRS Small Business Resources — provided by SCORE in cooperation with the Minnesota offices of the IRS



https://www.irs.gov/businesses/small-businesses-self-employed/checklist-for-starting-a-business

https://www.irs.gov/retirement-plans/plan-sponsor/types-of-retirement-plans

https://www.irs.gov/businesses/small-businesses-self-employed/recommended-reading-for-small-businesses

https://www.irs.gov/businesses/small-businesses-self-employed/operating-a-business

https://www.irs.gov/businesses/small-businesses-self-employed/deducting-business-expenses

https://www.irs.gov/businesses/small-businesses-self-employed/recordkeeping

https://www.irs.gov/businesses/small-businesses-self-employed/why-should-i-keep-records

https://www.irs.gov/businesses/small-businesses-self-employed/what-kind-of-records-should-i-keep

https://www.irs.gov/businesses/small-businesses-self-employed/how-long-should-i-keep-records

https://www.irs.gov/businesses/small-businesses-self-employed/employment-tax-recordkeeping

https://www.irs.gov/businesses/small-businesses-self-employed/how-should-i-record-my-business-transactions

https://www.irs.gov/businesses/small-businesses-self-employed/burden-of-proof

https://www.irs.gov/businesses/small-businesses-self-employed/businesses-with-employees

https://www.irs.gov/businesses/small-businesses-self-employed/family-help

https://www.irs.gov/businesses/small-businesses-self-employed/independent-contractor-self-employed-or-employee

https://www.irsvideos.gov/SmallBusinessTaxpayer/virtualworkshop/Lesson6

https://www.irsvideos.gov/SmallBusinessTaxpayer/virtualworkshop/Lesson6

https://www.irs.gov/businesses/small-businesses-self-employed/reporting-payments-to-independent-contractors

https://www.irs.gov/businesses/small-businesses-self-employed/am-i-required-to-file-a-form-1099-or-other-information-return

https://www.irs.gov/businesses/online-ordering-for-information-returns-and-employer-returns

https://www.irs.gov/forms-pubs/about-form-w9

https://www.irs.gov/pub/irs-pdf/iw9.pdf

https://www.irs.gov/pub/irs-pdf/iw9.pdf

https://www.irs.gov/businesses/small-businesses-self-employed/irs-tax-calendar-for-businesses-and-self-employed

https://www.irs.gov/businesses/small-businesses-self-employed/subscribe-to-e-news-for-small-businesses




ltivePlan

«

IDENTITY

Describe your business in one sentence. What do you do and who do you do it for? For example, a bike shop’s
identity might be: “We offer high-quality biking gear for families and regular people, not just gearheads.”

Your identity is what sets you apart from the competition. It’s how you define who you are as a business.

A PROBLEM WORTH SOLVING

Describe the problems that your potential customers
have. Why do they need your products or services?

0= OUR SOLUTION

What is your product or service? Describe it here
and how it solves your customer’s problem.

= TARGET MARKET

Who are your customers? Describe your ideal

customer here and, if you know, how many of them
there are.

8 THE COMPETITION

What other products and services do your potential

customers use today to solve their problems? How
are you better than the competition?

B SALES CHANNELS

Describe how you will sell to your customers. Will
you sell directly to them at a storefront or with a
website? Will you use a sales team or distributors?
Describe your sales process here.

M MARKETING ACTIVITIES

What are the primary ways you will reach your

customers? If you will be advertising or using PR,
describe those activities here.

¢ REVENUE

What are your primary revenue streams? Don’t
worry about listing specific revenue goals when you
are early in the process. Instead, describe how you

will make money and what products or services will
generate that revenue.

¢ EXPENSES

List your major expenses here. There’s no need to
go into a lot of detail in the early stages. Just list the
areas that you expect to spend the most money on.

# MILESTONES

List the your primary goals and objectives that you hope to achieve over the next few months. What do you
need to get done to take your business from idea to reality?

&4 TEAM AND KEY ROLES

If you have business partners or need to hire key
people to help you launch the business, list those
people and positions here.

424 PARTNERS AND RESOURCES

Some businesses need key partners in order to
launch. Other businesses may have intellectual
property or other resources that will help them get

up and running. List those partners and resources
here.
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Market Research — Quick Reference

Type of Research Resources

Industry Mergent Intellect
Mergent Intellect ReferenceUSA
Mergent Intellect Demographics Now ReferenceUSA

Company & Competitor

Demographic

Census Business Builder

Resource Provider Resource(s) Available

Hennepin County Library

Ramsey & Washington County Libraries

St. Paul Public Library

Market Research Quick Reference — July 2020 SCORE ///



http://resource.referenceusa.com/

http://resource.referenceusa.com/

https://www.demographicsnow.com/#!/login

http://resource.referenceusa.com/

http://resource.referenceusa.com/

https://www.demographicsnow.com/#!/login

https://www.dnb.com/solutions/partner/mergent-intellect.html

https://www.dnb.com/solutions/partner/mergent-intellect.html

http://resource.referenceusa.com/

https://www.dnb.com/solutions/partner/mergent-intellect.html

https://www.dnb.com/solutions/partner/mergent-intellect.html

https://www.census.gov/data/data-tools/cbb.html

https://www.ebsco.com/products/research-databases/business-source-premier

https://www.ebsco.com/products/research-databases/business-source-premier

https://www.ebsco.com/products/research-databases/business-source-premier

https://www.ebsco.com/products/research-databases/business-source-premier

https://www.demographicsnow.com/#!/login



Mavket Research — Resource Description

Resource

Description

Mergent Intellect

Mergent Intellect provides access to private and public U.S. and
international business data, industry news, facts and figures, executive
contact information, industry profiles.

ReferenceUSA

Reference USA provides basic information on businesses and
consumers in the US and Canada. Business data includes company
name, location, industries, size, sales volume and more.

Demographics Now

Demographics Now is a useful tool for finding, comparing, and
visualizing demographic information.

Census Business Builder

The Census Business Builder (CBB) is a suite of services providing
selected demographic and economic data from the US Census Bureau.

Business Source Premier

Business Source Premier features full text and searchable cited
references from top journals covering a variety of business disciplines.
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Marvket Research — Resource Providers

Provider

Hennepin County Library I

St. Paul Public Library

Ramsey & Washington
County Libraries

Location(s) and access to online resources

Access resources by logging in with your Hennepin County Library
card. For a listing of services and resources go to
https.//www.hclib.org/programs/business-employmentf#online-
resources-business

Access resources by logging in with your Ramsey or Washington
County library card. For a listing of services and resources go to:
Ramsey County: https://www.rclreads.org/resources/business-finance/
Washington County: https://www.washcolib.org/162/Research-
Databases

Access resources by logging in with your St. Paul library card. For a
listing of services and resources go to
https://sppl.org/resources/business/
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SBA CHECKLIST FOR STARTING A SMALL BUSINESS IN MINNESOTA

To start a Business in Minnesota, a company must comply with a number of
requirements. The type of business, its location and whether or not there will be
employees determines what must be done. The following general requirements
should be addressed for most new businesses. Other requirements may also apply.

Choose Your Business Structure

The right choice should be tax friendly, limit your liability, and fit your future plans for your
business. It is advisable to consult with an attorney and an accountant to acquire proper advice.
Some of the most common business structures are:

[ ]Sole Proprietorship [ ] C-Corporation [ ] Limited Liability Company (LLC)
[ ] Partnership [ _]S-Corporation [ ] Limited Liability Partnership (LLP)

Register the Business Name

Any individual, corporation, limited partnership or limited liability company that conducts
business in Minnesota under a name other than their full legal name, must file a Certificate of
Assumed Name with the Minnesota Secretary of State Office.

Check the availability of your business name at: http://www.sos.state.mn.us/business-
liens/start-a-business/how-to-check-business-name-availability/

Register your business name with the Secretary of State Online, or download the forms at:
https://www.sos.state.mn.us/business-liens/start-a-business/how-to-register-your-business/ or
call, Secretary of State: 651-296-2803 or 1-877-551-6767

Consider protecting your name as a trademark or trade name under state or federal trademark
laws. For basic trademark questions, see this helpful link:
https://www.uspto.gov/sites/default/files/BasicFacts.pdf

Doing business in multiple states will require a Certificate of authority or a Certificate of foreign
business. Obtain forms in the state that you will conduct business with. Call the state office
where you will be conducting business for more information.

Apply for EIN and Learn about your Tax Obligations

An Employer Identification Number (EIN) is also known as a Federal Tax Identification Number
and it is used to identify a business entity for the purpose of tax administration. Complete form
SS4, Application for Employer Identification Number available from the IRS.

Apply for a free IRS Employer Identification Number (EIN) online:
https://www.irs.gov/businesses/small-businesses-self-employed/employer-id-numbers
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Get a Minnesota Tax Identification Number

Anyone who makes, or intends to make, taxable retail sales, or provides taxable services in
Minnesota must register to collect and remit Minnesota sales (and use) tax. The MN Tax
Identification Number is also used to file tax returns among other things. Complete form ABR,
Application for Business Registration, available from the Minnesota Department of Revenue.

Obtain a Minnesota Tax ID Number information and apply online:
http://www.revenue.state.mn.us or, download ABR Form:
http://www.revenue.state.mn.us/businesses/Pages/Business Registration forms.aspx

Get Licenses and Permits Necessary for your Business

The startup, operation or expansion of a business may involve securing one or more business,
occupational or environmental licenses or permits. The need for a license is determined by the
specific activity of the business, i.e., what the business makes, does, buys or sells.

Browse for your license: http://mn.gov/elicense/ or call the city or town where the business will
be located.

Food license: Do you need a food business license? Find out here,
http://www?2.mda.state.mn.us/webapp/foodlicensingwizard

Zoning
Make sure your business is not in violation of local ordinances. Find out about zoning
ordinances in the area where your business will be located.

Many Minnesota towns, cities and counties have some or all of their local laws available online:
https://mn.gov/law-library/research-links/ordinances.jsp

Purchase Insurance
Consider purchasing insurance such as:
e Property insurance to cover loss of property due to fire and other perils.
e Liability insurance to cover your liability to your customers and others.
e Workers' compensation and disability insurance for your employees (coverage is
required by law).
e Business interruption insurance to cover business losses and expenses in case you are
prevented from operating your business due to catastrophic events and other perils.

Contact a business/commercial insurance company of your choice. Also, visit SCORE, Business
Insurance 101:
https://www.score.org/resource/business-insurance-101
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Have Your Attorney Review Key Documents

Have your attorney review key contracts of your business such as commercial leases, contracts
with vendors, contracts with customers, contracts concerning licensed technology, and other
intellectual property crucial to your business.

If you are going into business with other people, don’t neglect to document your agreement
with them. Depending on the entity you choose for your business, this would be a partnership
agreement (Partnership), a shareholder agreement (Corporation or S Corporation) or an
operating agreement (Limited Liability Company).

Hire an accountant

To advise on recordkeeping. As a new business owner, you need to know your tax
responsibilities. The form of business you operate determines what taxes you must pay and
how to pay them. Not paying taxes the right way can result in heavy fines and a lien on your
business.

Get ready before meeting with an accountant. Read about the Self-Employed Tax at IRS Small
Business and Self-Employed Tax Center: https://www.irs.gov/businesses/small-businesses-self-

employed.

Open a Business Bank Account

Don't think that all banks are the same. There are huge differences in customer care. Get a
referral for a banker who cares and offers your business real service. To open a business
account, the bank will most likely want to see business entity formation documents.

Retirement Plan

Create a pension plan that allows you to save for your retirement on a tax-deferred basis. Plans
that can help you and your employees save are: Simple IRA, Simplified Employee Pension (SEP),
401(k).

IRS: https://www.irs.gov/retirement-plans/retirement-plans-for-self-employed-people
Also see IRS publication 560: Retirement Plans for Small Business:
https://www.irs.gov/uac/about-publication-560

If hiring employees

Determine whether you will hire employees or contractors. Visit the IRS and read, Know Who
You're Hiring - Independent Contractor (Self-employed) vs. Employee, at:
https://www.irs.gov/newsroom/understanding-employee-vs-contractor-designation

MN Dept. of Revenue Fact Sheet 8, Independent Contractor or Employee:
http://www.revenue.state.mn.us/businesses/withholding/factsheets/factsheet08.pdf
Finding the right workers can be a job all its own. Find the tools and experts to help you, visit:
http://mn.gov/deed/business/finding-workers/
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If hiring employees Make sure you obtained a federal Employer Identification Number (EIN)
from the IRS, and a Minnesota taxpayer identification number from the Minnesota Department
of Revenue.

Find out about Employment Taxes and Insurance

Federal and State Income Tax Withholding: The withholding tax is collected by employers and
remitted directly to the government. If too much tax is withheld, that results in a tax refund for
the employee. To know how much federal income tax to withhold from employees’” wages, you
must have Form W-4, Employee’s Withholding Allowance Certificate, on file for each employee.
In some situations, employees must complete the MN state Form W-4MN, in addition to
federal Form W-4.

To obtain IRS form W-4 visit:

https://www.irs.gov/pub/irs-pdf/fw4.pdf

To obtain form W-4MN visit:
www.revenue.state.mn.us/businesses/withholding/Pages/FormW4MN.aspx

FICA (Federal Insurance Contribution Act Taxes): These taxes are composed of the social
security taxes, and the Medicare taxes. It provides for a federal system of old age, survivors,
disability and hospital insurance. These taxes are determined and reported separately, and are
levied on both you and your employees. Employee wages are subject to these taxes regardless
of the employee’s age, or if he/she is receiving Social Security benefits. You, as the employer,
must withhold the employee’s part of the taxes and pay a matching amount. No specific form is
required. These are accounting entries on the employer’s book. Depending on income, use IRS
Form 944 or 941, to report these taxes. .

For more information see IRS publication 15 (Circular E), Employer’s Tax Guide: www.irs.gov

Ul (Unemployment Insurance): Ul tax provides temporary benefits to workers who become
unemployed through no fault of their own. The employer account is assigned by the State of
Minnesota and funded through a tax paid by employers.
http://www.uimn.org/employers/publications/emp-hbook/index.jsp

FUTA (Federal Unemployment Tax Act): The FUTA tax provides funds for paying unemployment
compensation to workers who have lost their jobs. Most employers who pay state
unemployment insurance (Ul) tax are required to pay Federal Unemployment Tax (FUTA). Only
the employer pays FUTA tax; it is not deducted from the employees' wages. FUTA is collected
by the IRS. Obtain Form 940 or 940-EZ:

https://www.irs.gov/forms-pubs/about-form-940

Workers’ Compensation Insurance: A state-mandated insurance program that provides
compensation to employees who suffer job-related injuries and illnesses. If you do not have
workers' compensation and one of your employees is injured on the job, your business may be
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liable for any medical expenses that individual incurs. You might also face fines and penalties
for noncompliance. Workers' compensation insurance in Minnesota may be purchased through
an insurance agent or directly from an insurance company.

Workers Compensation for Small Businesses,
https://www.dli.mn.gov/business/workers-compensation/work-comp-mandatory-coverage-
information

Find out about other important requirements and acts

Report New Hires: You must report the hiring or rehiring of any employee to the Minnesota
Department of Human Services within 20 days of hiring the individual. Employers can report
new hires online at:

https://newhire-reporting.com/MN-Newhire

Employment Eligibility Verification: Form -9 is used for verifying the identity and employment
authorization of individuals hired for employment in the United States. Employers must have a
completed Form I-9, Employment Eligibility Verification, on file for each person on their payroll.
The form is available from the U.S. Immigration and Naturalization Service, also download the
publication M-274, Handbook for Employers with Instructions for Completing Form 1-9:
http://www.uscis.gov/i-9

Verify Social Security Number: Verify names and social security numbers of your employees,
this will help you in having a successful processing of your annual wage report submission and
will give the proper credit to your employees' earnings record, which will be important
information in determining their Social Security benefits in the future. For information visit:
http://www.ssa.gov/employer/ssnv.htm

Record keeping and audits: Minnesota law calls for the state to perform regular audits to
examine employer records. All employer records must be open to inspection, audit, and
verification at any reasonable time and as often as deemed necessary. Records must be kept
for a minimum of four years. Learn which records are viewed and what information they should
contain:
http://www.uimn.org/employers/publications/emp-hbook/record-keeping-and-audits.jsp

Display state-mandated posters: Minnesota law requires employers to display some state-
mandated posters in a physical location where employees can easily see them. The posters
provide safety, wage and age-discrimination information. Posters are free. They can be printed
from the following link:

http://www.dli.mn.gov/about-department/workplace-posters

MNFLSA (Minnesota Fair Labor Standard Act): Ensures Minnesota’s work and living
environments are equitable, healthy and safe. The agency oversees the state's programs for
apprenticeship, construction codes and licensing, dual-training (PIPELINE Program),
occupational safety and health (OSHA), wage and hour standards, workers' compensation and
youth skills training programs: http://www.dli.mn.gov/
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EEOC (Equal Employment Opportunity Commission): Enforces Federal laws prohibiting
employment discrimination: https://www.eeoc.gov

OTHER RESOURCES

The Minneapolis Business Portal provides entrepreneurs and business owners with valuable
information and resources to plan, launch, and grow a business:
https://business.minneapolismn.gov/

Looking to start a business in Saint Paul: Get started by checking out the Pocket Guide to
opening a business in Saint Paul:
https://www.stpaul.gov/businesses/OpenForBusiness

SCORE Workbook and Online Workshop Series: Make a smart start on your business idea with
the Simple Steps for Starting Your Business series by SCORE mentors, sponsored by Canon,
U.S.A. Watch the online workshop modules and download the free guide to get practical
information and exercises that will help you determine whether starting a small business is
right for you: https://www.score.org/getstarted

Minnesota Department of Employment and Economic Development (DEED) Exploring. Starting.
Managing. Growing. At any stage, this website has the right tools and expertise to help you
succeed. https://mn.gov/deed/business

IRS: https://www.irs.gov/businesses

Find it fast by topic:
https://www.irs.gov/businesses/small-businesses-self-employed/a-z-index-for-business

Minnesota State Legislature:
https://www.leg.state.mn.us/

2016 Minnesota Statutes: LLC's CHAPTER 322C. Minnesota Revised Uniform
Limited Liability Company:
https://www.revisor.mn.gov/statutes/?id=322C

Find needed government information and services accessible anytime, anywhere, via your
channel of choice: www.usa.gov
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SCORE Twin Cities Quickstart Guide to Starting a Business

June 2020

This guide will assist you in identifying the resources you’ll want to check out in your journey to
starting a business. While not all inclusive, it’s a great starting point for the basics.

Where to Begin?

Starting a business in Minnesota is not a single decision but a series of them, each one an important
step on the road to a successful launch. To survey the landscape, a good place to start is the SCORE
website. From here you will be able to access a business plan template, review seminar and webinar
offerings on important business development topics, and sign-up for information or seminars on how
to start or obtain help on all aspects of starting and running a business.

https://stpaul.score.org/ or https://minneapolis.score.org/

Minnesota Department of Employment and Economic Development (DEED)

From the DEED website you can get access to a number of guidebooks that provide useful information
on intellectual property protection, technology transactions, internet and data security, employment
law, franchising, health care tax credits, the Minnesota angel tax credit program, raising capital, and
more.

https://mn.gov/deed/

DEED Guide to Starting a Business:

DEED also provides a very useful Guide to Starting a Business in Minnesota that provides a concise
summary discussion of major issues, questions and concerns that are most commonly raised by those
contemplating a business startup. It provides information pertaining to business formation, taxes,
registration, regulatory considerations, account, grants, loans, insurance, employment issues, and
contacts for addition information and assistance. You can download their guidebook here.

https://mn.gov/deed/assets/guide-starting-business-minnesota-35th-ed-2017 tcm1045-155254.pdf

Minnesota Secretary of State:

The Minnesota Secretary of State website also provides guidance. By clicking on “Business, Nonprofits

and UCC” and then selecting “Starting a Business or Non-Profit,” you will find step-by-step instructions
on identifying available resources, options for choosing the proper business structure, links to agencies
that require licenses or certifications, and registration fees.

http://www.sos.state.mn.us/
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License & Permit

If you are planning on starting a business from home, your business may be subject to license and
permit laws. The Small Business Administration (SBA) has some general guidance on this in their
community blog.

https://www.sba.gov/blogs/run-home-based-business-find-licenses-and-permits-you-need

Registering Your Company

In today’s world, there are three important aspects to selecting a company name: (i) registering your
business name with the State of Minnesota; (ii) obtaining a website; and, (iii) if desired, defining a
social media presence. Keep in mind that your business name will represent you in both print and
online. To register your company, start by going to the Office of the Minnesota Secretary of State.

http://www.sos.state.mn.us/business-liens/start-a-business/how-to-register-your-business/

When you have selected a company name, you will need to check that name on the Minnesota
Secretary of State website — “Check Name Availability” — before registering it. The Secretary of State
requires a name that has not been previously registered.

Nonetheless, don’t let the perfect match between company name and website address prevent you
from getting started. You can always establish a name and create a DBA (“doing business as”) later.
The SBA has some general guidance on DBA registration on their website.

http://www.sba.gov/content/register-your-fictitious-or-doing-business-dba-name

Doing Business in Other States

If you plan to operate your business in other states, you may also need to consider registering your
company in those states. States define “business activity” differently, so what's considered doing
business in one state may not be the same in another state. For detailed information on a particular
state's requirements, contact that state's business registration office or state Secretary of State.

Tax Identification Numbers

Once you have registered your business, the next step is to obtain a Federal Tax ID, also known as an
Employer Identification Number (EIN). An EIN is a nine-digit number issued by the Internal Revenue
Service for banking, tax filing, and other business purposes. You can find information on this at:
http://www.irs.gov/Businesses/Small-Businesses-&-Self-Employed/Employer-ID-Numbers-EINs.
Depending on your business type, you may also need to obtain a Minnesota Tax ID number. If you
employ anyone who works in Minnesota or is a Minnesota resident and you are required to withhold
federal income tax from the employee’s wages, in most cases you are also required to withhold
Minnesota income tax. If you are not required to withhold federal income tax from the employee’s
wages, in most cases you are not required to withhold Minnesota income tax. The rules for
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determining if you are required to withhold federal taxes are in Federal Circular E, IRS Publication 15
available at www.irs.gov.

http://www.revenue.state.mn.us/businesses/Pages/DolneedaMinnesotaTax|Dnumber.aspx

Registering a Website Address

You will also want to check for the availability of your company name — or some derivation of your
company name — as a website address. An easy way to do this is to use GoDaddy or 1&1 and enter
your company name. If a website is available, you can purchase it from one of these sites or any other
internet service provider — there are several. If the name is not available, these sites will give you
alternative recommendations and costs. This is an easy way to determine the availability of your
website name.

http://www.godaddy.com/ http://www.land1l.com/

Building a Website

Once you have registered a website address, you will want to consider building a website. There are
many options available for this —some more complex than others. A number of companies offer
templates for building a website around common website themes such as: GoDaddy, Google, 1&1,
Weebly and WordPress to name a few; many are free or charge a modest fee.

Another approach is to use Google My Business, an initiative to help local businesses increase their
presence online. Google’s Get Your Business Online offer includes a free StartLogic website for one
year. The site includes three pages, 25MB of disk space, 5GB of bandwidth (monthly transfer), plus a
free domain name. The free year begins on the day you sign up for a StartLogic account. After the first
year, you're automatically billed $5.99 per month for hosting. If you registered a domain through this
offer, it will be renewed at $15.99 for the next year if you have a “.com” domain.

https://www.gybo.com/mn

Patent Searches and Trademarks

If your idea is something that you want protected with a patent, a good first step in the process is to
do a general search to determine to what extent similar patents exist and how much room you will
have to make a claim for patent protection in the space. To do a basic inquiry, go to Google Patents
and do a search using a description of your idea. https://www.google.com/?tbm=pts&hl=en

Additionally, the United States Patent and Trademark Office (USPTO) has resources available to help
small businesses with the process of obtaining patents and trademarks.

www.uspto.gov/inventors/index.jsp
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Free Legal Advice

If you need legal advice, or advice on patents or trademarks, SCORE partners with LegalCORPS to
provide free legal advice. Check the SCORE St. Paul and Minneapolis websites for detail.

Open a Business Bank Account

Next, visit with your local banker and set up a separate bank account for your business —you will need
your Federal Tax ID (EIN) when you do. Run all transactions through this account. Maintain a good
accounting of all business-related expenses which can generally be used as an offset against business
income. This will be important for your tax return preparation later in the year. IRS Publication 535
covers information you will need related to Business Expenses. You may also want to explore having an
accountant help you with some of these tax and accounting issues.

Writing a Business Plan

As you progress forward with business, it is a good idea to document your assumptions, strategies,
tactics, expenses and revenue — and SCORE has a useful template for this purpose. This is a good way
to make certain that you have evaluated all aspects of your business in minimizing risk. It will also be a
necessary component should you wish to seek financial assistance from a bank or government agency.

https://stpaul.score.org/resources/business-plan-template-startup-business

Small Business Administration Assistance

Additional assistance, webinars, availability of financial assistance and information on topics important
to running a small business can be found on the SBA website. Topics include Qualifications for Loans
and Grants, Rewarding Employees with Stock, Delivering on the Affordable Care Act, Creating a
Business Plan, Qualifying for Government Contracts and many more.

www.sba.gov

Local and Online Workshops and Webinars

SCORE Twin Cities offers a variety of seminars and webinars to help you build your business including
developing business plans, determining your legal structure, market and management basics,
accounting, book-keeping and budgeting basics, financing your business, and building your social
media empire.

https://stpaul.score.org/content/take-workshop-65
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Other Suggestions

If your business has multiple owners, you will want to have written documentation of your
understanding with the other owners. It is important to have legal documents prepared to protect
owners, spouses, heirs, etc. You may want to explore having an attorney help you with some of the
documentation of business ownership issues.

Some businesses require either certification or licenses or both. Certain services require a federal, state
or local license. The Secretary of State website has more information on this topic.

You may also want to discuss with your insurance agent the need to acquire liability insurance on your
business.

Please note: This SCORE QuickStart guide is not intended to be a substitute for the advice of an
attorney, accountant or other business professionals. Be sure to seek the help of trained professionals
or local government agencies on issues that affect the legality, registration, certification, licensure,
liability or financial accounting of your business.
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V1 Worksheet for Financing Options for Small Business

As explained in the course, financing is a key element of any small-business venture. Use this
worksheet to write down your thoughts, ideas, and action items as they relate to financing
options for your business. The questions below follow the topics discussed in the course. You
can use the fillable PDF form, or print the worksheet on a printer and write in the space provided.

Before you look into the financing options for your business, the first thing

you need to do is to assess your current financial situation thoroughly.

Determine Your Financing Needs

For most financing, knowing or having a plan for the next five years is essential in calculating
how you plan on paying back any debt financing. Do you have a solid business plan with five
years of financial projections? Yes or No

Do you include a Profit and Loss (P&L) statement, balance sheet, sales forecasts, and cash flow
statement? Yes or No

If you answered Yes, you’re on the right track to determining your financing needs. If you
answered no, you may want to consider writing a business plan or developing a P&L or Cash
Flow statements. If this is confusing, you can try taking our other online courses such as How to
Write a Business plan to learn more. You can also meet with a business development specialist
near you for assistance. Use the space below to list any action items or questions you have.

Does your business need more capital or can you manage within existing cash flow?

What is the nature of your need? (Start or grow your business or to protect against a credit risk?)

How urgent is your need?

How great are your risks?
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V1 Worksheet for Financing Options for Small Business

In what state of development is your business?

For what purposes will the capital be used?

What is the state of your industry?

Is your business seasonal or cyclical?

How strong is your management team?

How does your need for financing mesh with your business plan? As suggested in the course,
most, if not all, lenders will want to see a solid, well-thought-out business plan for the startup
and growth of your business.
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V1 Worksheet for Financing Options for Small Business

Estimating Startup Costs

If you are just starting your business, have you estimated your startup costs for the first 6
months? If not, take a moment to jot down your anticipated fixed and variable startup costs.
Enter the 6-month totals below:

Estimated 6-month FIXED costs Estimated 6-month VARIABLE costs
Description Cost ($) Description Cost ($)
EXAMPLE: Rent 6,000 Widgets @ $10/unit/mo.*6 = ?
TOTAL: $0.00 TOTAL: $0.00

Identify Various Financing Options

As explained in the course, the differences between debt financing and equity financing may
reveal options that are more realistic for your business. Which do you think will be most
appropriate for your situation? Use the space below to document which option you believe is the
most appropriate for your situation, and write a few notes explaining why (if applicable).
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V1 Worksheet for Financing Options for Small Business

Do you know your personal credit history and have you recently reviewed your credit report and
corrected any errors (if any)? Use the space below to write any action items related to this task.

Do you think you will need collateral for financing? If so, make a list of the assets you may
want to use for collateral and their value.

Do you need long term or short term financing? Use the space below to identify the best choice
for your situation. Also, a short one-sentence justification or statement to help you remember
why you made the choice is a good practice, in case you meet with a business development

professional.

If you think a loan is the right financing for your business, have you narrowed down the choices
to the type(s) that will work best for your situation? (Traditional loan, SBA guaranteed loan,
Micro-loan)? If so, use the space below write down your thoughts and ideas.
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V1 Worksheet for Financing Options for Small Business

Do you think you may want to pursue alternative and nontraditional funding sources? If so,
which ones (Grants, Venture Capital, Angel Investors, Retirement Accounts, Reverse Mortgage,
Crowdfunding, or Peer-to-Peer lending)? What are your next steps to pursue these options?

Do you need a Surety Bond? If so, where will you go to research your options?

Have you used SBA’s Lender Match?
https://www.sba.gov/funding-programs/loans/lender-match
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