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PREFACE
The Wake Forest Community Law & Business Clinic (“CLBC”) is a clinical education program launched in
2009 at Wake Forest University School of Law, and provides law and graduate business students with an
opportunity to develop skills needed to practice in the increasingly complex legal and regulatory environment
they will encounter as professionals. The CLBC also uses the resources and expertise of Wake Forest
University to enhance community development efforts in Winston-Salem, Forsyth County and the region.
The CLBC has assisted clients with hundreds of legal matters since opening in 2009, including those related to:
•
•

Small businesses and startups
Nonprofits

•
•

Art and intellectual property
Consumer transactions

If you are interested in receiving assistance from our Clinic, please fill out and return the CLBC Application.
Every effort is made to respond to applications within 10 business days.
Wake Forest Community Law & Business Clinic
8 West Third Street, Suite 100A
Winston-Salem, NC 27101
Phone: (336) 631-1953
Fax: (336) 631-1955
Website: http://community-clinic.law.wfu.edu/
STEVE VIRGIL, ESQUIRE
Director of the Community Law and Business Clinic
Associate Clinical Professor of Law
Phone: 336.631.1953
Email: virgilsm@wfu.edu
Steve Virgil has served as founding Director of the Law School’s
Community Law Clinic and Associate Clinical Professor since 2008. He
has practiced law for nearly 20 years with an emphasis on community
economic development and the nonprofit sector. His clients include nonprofit organizations of all sizes and
scope, from neighborhood associations to major private foundations and he maintains an active pro bono public
interest litigation practice.
He teaches courses on community economic development, poverty and the nonprofit sector. Virgil also serves
as the founding Director of the Institute for Public Engagement at Wake Forest University; a university wide
institute that promotes community based participatory research and engaged teaching across Wake Forest
University.
Prior to joining Wake Forest, Virgil taught at another law school for several years and practiced law in
Cleveland, Ohio and Omaha, NE. He clerked for the Honorable George W. White, Chief Judge, U.S. District
Court, Northern District of Ohio, is a former legal aid lawyer, an Equal Justice Fellow and a recipient of the
Branch award.

C H A P T E R 1: I S E N T R E P R E N E UR S H I P F O R Y OU ?
“No more romanticizing about how cool it is to be an entrepreneur. It’s a struggle to save your company’s life
– and your own skin – every day of the week.” —Spencer Fry
Starting your own business can be an exciting and rewarding experience. It can offer
numerous advantages such as being your own boss, setting your own schedule and making
a living doing something you enjoy. However, becoming a successful entrepreneur requires
thorough planning, creativity and hard work.
Consider whether you have the following characteristics and skills commonly associated with successful
entrepreneurs:
•

Comfortable with taking risks: Being your own boss also means you’re the one making
tough decisions. Entrepreneurship involves uncertainty. Do you avoid uncertainty in life
at all costs? If yes, then entrepreneurship may not be the best fit for you. Do you enjoy
the thrill of taking calculated risks? Then read on.

•

Independent: Entrepreneurs have to make a lot of decisions on their own. If you find
you can trust your instincts — and you are not afraid of rejection every now and then —
you could be on your way to being an entrepreneur.

•

Persuasive: You may have the greatest idea in the world, but if you cannot persuade
customers, employees and potential lenders or partners, you may find entrepreneurship to
be challenging. If you enjoy public speaking, engage new people with ease and find you
make compelling arguments grounded in facts, it is likely you are poised to make your
idea succeed.

•

Able to negotiate: As a small business owner, you will need to negotiate everything
from leases to contract terms to rates. Polished negotiation skills will help you save
money and keep your business running smoothly.

•

Creative: Are you able to think of new ideas? Can you imagine new ways to solve
problems? Entrepreneurs must be able to think creatively. If you have insights on how to
take advantage of new opportunities, entrepreneurship may be a good fit.

•

Supported by others: Before you start a business, it is important to have a strong
support system in place. You will be forced to make many important decisions, especially
in the first months of opening your business. If you do not have a support network of
people to help you, consider finding a business mentor. A business mentor is someone
who is experienced, successful and willing to provide advice and guidance. Read
the Steps to Finding a Mentor article for help on finding and working with a mentor.

Still think you have what it takes to be an entrepreneur? Great! Continue to the next page.

20 QUESTIONS BEFORE STARTING
So you’ve got what it takes to be an entrepreneur? Now answer these 20 questions to make sure you are
thinking about the right key business decisions:
1. Why am I starting a business?

2. What kind of business do I want?

3. Who is my ideal customer?

4. What products or services will my business provide?

5. Am I prepared to spend the time and money needed to get my business started?

6. What differentiates my business idea and the products or services I will provide from others in the
market?

7. Where will my business be located?

8. How many employees will I need?

9. What types of suppliers do I need?

10. How much money do I need to get started?

11. Will I need to get a loan?

12. How soon will it take before my products or services are available?

13. How long do I have until I start making a profit?

14. Who is my competition?

15. How will I price my product compared to my competition?

16. How will I set up the legal structure of my business?

17. What taxes do I need to pay?

18. What kind of insurance do I need?

19. How will I manage my business?

20. How will I advertise my business?

Still not sure if entrepreneurship is for you? Try taking this Self-Guided Business Assessment provided by the
Small Business Center Network.

C H A P T E R 2: S T E P S T O S T A R T I N G A B US I N E S S
“Everything should be made as simple as possible, but not simpler.” —Albert Einstein
Starting a business involves planning, making key financial decisions, and completing a series of legal
activities. These ten easy steps can help you plan, prepare and manage your business.
Step 1: Write a Business Plan
A business plan is an essential roadmap for business success. This living document generally projects 35 years ahead and outlines the route a company intends to take to grow revenues. The process of writing
out your business plan helps you map out how you will start and run your business successfully.
Step 2: Get Business Assistance and Training
Take advantage of free training and counseling services, from preparing a business plan and securing
financing, to expanding or relocating a business. See the Resources listed at the end of this workbook.
Step 3: Choose a Business Location
Get advice on how to select a customer-friendly location and comply with zoning laws.
Step 4: Finance Your Business
Find government backed loans, venture capital & research grants to help you get started.
Step 5: Determine the Legal Structure of Your Business
Decide which form of ownership is best for you: sole proprietorship, partnership, Limited Liability
Company (LLC), corporation, S corporation, nonprofit or cooperative.
Step 6: Register a Business Name ("Doing Business As")
Register your business name with your state government.
Step 7: Get a Tax Identification Number
Learn which tax identification number you will need to obtain from the IRS and your state revenue
agency.
Step 8: Register for State and Local Taxes
Register with your state to obtain a tax identification number, workers' compensation, unemployment
and disability insurance.
Step 9: Obtain Business Licenses and Permits
Get a list of federal, state and local licenses and permits required for your business.
Step 10: Understand Employer Responsibilities
Learn the legal steps you need to take to hire employees.
This workbook covers many of these topics, but for more information, see SBCN’s
Interactive Guide to Setting up a Small Business in North Carolina. Also, be sure to
take advantage of the Resources listed at the end of this workbook, such as Thrive
N.C.’s Business Locations Tools and AccessNC.

C H A P T E R 3: T H E B U S I N E S S P LA N
”Give me six hours to chop down a tree and I will spend the first four sharpening the axe.” —Abraham Lincoln
A business plan is a formal statement of a set of business goals, the
reasons they are believed attainable, and the plan for reaching those goals.
It may also contain background information about the organization or
team attempting to reach those goals.
Several reputable organizations have produced guides to writing business
plans. We’ve compiled a list of these in the Resources section at the end of
this workbook.

WHY DO I NEED A BUSINESS PLAN?
Just as a builder uses a blueprint to ensure that a building will be structurally sound, the process of creating and
writing a blueprint for your business – called a business plan – will help you determine whether your business
will be strong from the start. Without a business plan, you leave far too many things to chance.
Writing a well thought-out and organized business plan dramatically increases your odds of succeeding as an
entrepreneur. As under-capitalization and early cash-flow problems are two important reasons why new
business activities fail, it follows that those with a soundly prepared business plan can reduce these risks of
failure.
A good business plan can help:
•

determine whether your business has a chance of making a good profit

•

provide an estimate of your start-up costs, and how much you'll need to invest or finance

•

convince investors and lenders to fund your business

•

provide a revenue estimate (by defining your market -- who your customers will be -- and the percentage
of the market you can expect to reach)

•

make money from the start by devising an effective marketing strategy

•

compete in the marketplace (through an analysis of what your competition lacks), and

•

anticipate potential problems so you can solve them before they become disasters.

If you need to raise funds for your venture, it goes without saying that you'll have to write a solid, formal
business plan. Business owners who want to borrow money or attract investors will be successful only if they
have well-written, well-researched business plans. All of your potential lenders or investors will want to
understand as much as possible about how your business will work before deciding whether to back it
financially.

BUSINESS PLAN OUTLINE
Drafting a business plan is a complex process. Before delving into the details, let’s take a step back and look at
the business plan from a high-level point of view.
•

•

•

•

•

•

•

•

•

•

•

•

•

Cover Page
o A business plan is a formal document and including a cover page gives it a professional look. It
should include your business name, contact information, and logo if you have one.
Confidentiality Agreement
o Before disclosing your business idea to others, you should make sure they sign a confidentiality
or non-disclosure agreement. Contact the CLBC for assistance with this document.
Executive Summary
o Your executive summary is a snapshot of your business plan as a whole and touches on your
company profile and goals. Read these tips about what to include.
Business Description
o Your business description provides information on what you do, what differentiates your
business from others, and the markets your business serves.
Product or Service Line
o What do you sell? How does it benefit your customers? What is the product lifecycle? Get tips
on how to tell the story about your product or service.
Market Analysis
o Before launching your business, it is essential for you to research your business industry, market
and competitors.
Marketing & Sales
o How do you plan to market your business? What is your sales strategy? Read more about how to
include this information in your plan.
Development
o This section, which is often under-developed in many business plans, will outline how you
intend to improve your business going forward.
Organization & Management
o Every business is structured differently, and investors will want to know whether you are using
an appropriate organization and management structure for your business.
Operations
o The Operations section outlines how you will run your business and deliver value to your
customers.
Financials
o If you need funding, providing financial projections to back up your request is critical. This
section will explain some of the information investors commonly require.
Funding Request
o If you are seeking funding for your business, this section should include all of the information
you are required to disclose.
Appendix
o An appendix is optional, but a useful place to include information such as resumes, permits and
leases. Find additional information you should include in your appendix.

COVER PAGE
Business plans are formal documents, and having a cover page will give your business plan a professional look.
More importantly, the cover page gives the reader your contact information, which could lead to new investors.
The cover page should contain the following information:
•
•
•
•
•

Company name and, if you have one, company logo;
Company contact information (physical and mailing addresses; telephone number with area code;
website address);
Names, titles, addresses, phone numbers (include area code) of owners;
Name of the person who prepared the business plan;
The date the business plan was prepared; and

• The business plan’s number (to help you keep track of how many business plans are floating around).
NON-DISCLOSURE AGREEMENT
A non-disclosure agreement (also called NDAs or confidentiality agreements) is a legal contract between
several parties that establishes the confidentiality of shared knowledge or materials and restricts third party
access. In lay terms, business associates use non-disclosure agreements to make sure neither party is allowed to
speak about or divulge covered aspects of the agreement to anyone else.
Non-disclosure agreements are generally used when two or more businesses or individuals chose to conduct
some sort of business together or must share confidential information. In these cases it's important to make sure
all privilege information is only shared with the appropriate people.
There are several different types of non-disclosure agreements, and the laws governing the enforceability of
non-disclosure agreements may change over time. Therefore, we strongly encourage you to contact the CLBC
for assistance when drafting your business plan.

EXECUTIVE SUMMARY
Often considered the most important part of a business plan, the executive summary briefly tells your reader
where your company is, where you want to take it, and why your business idea will be successful. If you are
seeking financing, the executive summary is also your first opportunity to grab a potential investor’s interest.
The executive summary should highlight the strengths of your overall plan and therefore be the last section
you write. However, it usually appears first in your business plan document. A first-time reader should be able
to read the summary by itself and know what your business is all about; the summary should stand-alone and
should not refer to other parts of your business plan.
Ideally, the executive summary should be one-page in length, but never be more than three pages. Remember,
the executive summary is the first part of your business plan many people will see, so each word should count.
Below are several key points that your executive summary should include based on the stage of your business.
If You Are an Established Business
If you are an established business, be sure to include the following information:
•

The Mission Statement

•

•

•
•
•

o This explains what your business is all about. It should be between several sentences and a
paragraph.
Company Information
o Include a short statement that covers when your business was formed, the names of the founders
and their roles, your number of employees, and your business location(s).
Growth Highlights
o Include examples of company growth, such as financial or market highlights (for example,
“XYZ Firm increased profit margins and market share year-over-year since its foundation).
Graphs and charts can be helpful in this section.
Your Products/Services
o Briefly describe the products or services you provide.
Financial Information
o If you are seeking financing, include any information about your current bank and investors.
Summarize future plans
o Explain where you would like to take your business.

If You Are a Startup or New Business
If you are just starting a business, you won't have as much information as an established company. Instead,
focus on your experience and background as well as the decisions that led you to start this particular enterprise.
Demonstrate that you have done thorough market analysis. Include information about a need or gap in your
target market, and how your particular solutions can fill it. Convince the reader that you can succeed in your
target market and then address your future plans.
Executive Summary Checklist:
Does your Executive Summary capture the essence of your business plan?
Does your Summary sell your distinctive competence for executing the plan?
Does it sell your strategy for success?
Does it stand-alone from your business plan (without reference to the business plan)?
Is your Summary short, clear and exciting? Does it make the reader want to dive into the complete plan
for more details?
Do you cover all of the main elements of your plan (Business Description, Products and Services, The
Market, Competition, Operations, Management Team, Risk/Opportunity, Financial Summary and
Capital Requirements)

1. COMPANY DESCRIPTION
The business description is a brief (one or two page) description of the company you have founded or are about
to found. This section will be broken down into subsections and should give your reader a good idea of where
you are, how you have gotten there and where you foresee your business in the future.
Answer the following questions in one or two paragraphs:
•
•
•

What is the name of your company? Where is it located?
Does your company currently exist, or will it be forming?
o Will it be a sole proprietorship, partnership, LLC, or corporation?
What is your current stage? (Idea stage, start-up, expansion, etc.)

•
•
•
•
•
•
•
•

What is the size of the company? (Sales volume, number of employees, size of facilities, etc.)
Describe the nature of your business and its products and/or services.
Has the product been tested, lease signed, suppliers arranged, staff hired, etc.?
List the marketplace needs and explain how your products and/or services meet these needs.
To whom do you market your products? What is your target market?
o List the specific consumers, organizations or businesses that your company serves or will serve.
Why should an investor put money in your hands?
Explain the competitive advantages that you believe will make your business a success such as your
location, expert personnel, efficient operations, or ability to bring value to your customers.
What changes do you foresee in your industry, and how will your company respond to them?

The Business description should include the following subsections:
1.1 Industry Overview
Often neglected in many business plans, an industry overview will provide potential investors or loan officers
information on the industry that you are entering or already have a stake in. The industry overview should begin
with the current situation of the industry and the future of the industry. Where possible, provide information on
all the markets in the industry, including the positive or negative affect new products and developments will
have on your particular business. You may also want to describe how environmental factors such as the local or
national economy, changes in population, interest rates, changes in levels of employment, climate for small
disadvantaged businesses in your market, etc. may affect your business.
When writing this section it is very important to state or footnote the source of any information and data you
have used. Investors and loan officers will want to know how reliable and accurate the information you have
provided really is.
1.2 Company Description
Start with the legal name of your business and state the legal form such as LLC, S-Corporation, C- Corporation,
Partnership, or Proprietorship. Provide whether the business is a new business, expanding business, or a
takeover of an existing business. Next, explain the actual business you are in, this will include describing the
manufacturing of any product, provision and delivery of any service, and so on.
State where your primary office will be located as well as any other facility that your business will operate in
and then explain the reasons for that specific location. Give the actual size of each office and/or facility and
along with a description of how each will be used and the duration in number of years these facilities will be
adequate for operating the business (i.e. number of years used for amortization of their cost).
If your company uses any controlled substances in the manufacturing process or delivery of service be sure to
list them along with the jurisdiction of the government agency associated with them. Be sure to indicate that
you have obtained the necessary permits/licenses and what are the agencies that regulate them.
Mission Statement
Your mission statement is a short inspirational statement of the vision and goals you have for your company. Be
sure that your mission statement is concise, content rich, and that it excites your readers. Your mission
statement should address, but is not limited, to the following elements:
•

Nature and philosophy of the company

•
•
•
•

Quality, price, service, customer relationships, management style, employee relations
Corporate culture, image
Social and community image
Growth and profitability goals

1.3 History & Current Status
Summarize the history and current status of your company. If your company is just forming, clearly explain
how you came up with the idea to start your business and how you and your partners have met. If your business
is already in operation, state how long you have been in business. Do you have anything to say about previous
owners, successes, failures, lessons learned, reputation in community or sales and profit history? Discuss
significant past problems and how you survived them.
•
•
•
•
•

Describe when, how, and why you formed the company and its development so far.
List your short term (next 12 months) and long term objectives.
Describe your company's major successes or achievements to date including difficulties and/or obstacles
that your company has overcome.
Describe how the company was initially capitalized, and how it has been funded since its founding.
Describe any important changes in the structure, ownership, management, or key personnel which have
taken place in the past year.

1.4 Goals and Objectives
In this section, explain in simple terms the objective of your business in a single paragraph. Express your
company's objectives by answering the following questions:
•
•
•
•
•
•

What are your plans for the future of the business?
What are your ambitions for the company?
Are you developing growth strategies? If so, how fast do you think you will grow?
Do you plan to increase production, diversify, or eventually sell the business?
Explain your short- and long-term goals for the company.
What are your time frames for reaching different goals?

1.5 Critical Success Factors
Separate from the Goals and Objectives section, the critical success factors identify what needs to be in place or
managed in order to accomplish the objectives. Questions to address are:
•
•
•
•

What factors will make this business a success?
What are the internal and external elements that have an immediate and direct impact on your business?
How are you prepared to deal with them or make them happen?
What are your major competitive strengths?
If you are asking for funding, go on to explain how the new capital will help you successfully meet your
upcoming challenges.

1.6 Company Ownership
This section will identify the owners of the business and should address the following:
•
•

Who are the owners? How much of the shares do they own?
Who are the people in the management team?

•
•

List the name of the individual and the position held
Describe the owners' plan for succession. Who takes over after you retire?

Use the following table to clearly show how the ownership will be broken down:
Company Ownership as of:
Owner Name

Title (if applicable)

# of Shares

% of Ownership
0.00%
0.00%

0.00%
0.00%
0.00%

Total:

0

0.00%

1.7 Exit Strategy
This is where you explain to investors how they will get their money back, what you are anticipating they will
recover in excess of their investment and in what time frame. Possible exit strategies can include:
•
•
•

The sale or merger of your company
A management buyout
An IPO or private placement

2. PRODUCTS / SERVICES
This section is a detailed description of the products and/or services you will be selling or providing. Since the
reader may not be familiar with your product/service, make sure to explain and describe it carefully. Begin to
sell your idea by generating some excitement about it. Be honest about capabilities. When potential investors
have finished learning about your product or service, they should be enthusiastic about reading the marketing
and financial details of your venture.
Try to describe the benefits of your goods and services from a customers' perspective. Make sure to include
technical specifications, drawings, photos, sales brochures, and other items that you deem appropriate in the
appendix.
In a few paragraphs, answer the following questions:
•
•
•
•
•
•
•
•
•
•

List and describe your current products and/or services.
What marketplace needs does your product address?
Who will purchase it?
How will your product or service benefit the customer? What are its features?
How does your product work or how is the service used?
Which after-sales services are provided? (e.g. delivery, warranty, support, follow-up, or refund policy)
What proprietary rights do you have to the product/service? Patents, copyrights, trade secrets, noncompete agreements? Other proprietary knowledge or skills?
What is your pricing strategy?
What are the sales price, cost, and profit margin for each product line?
Which products/services are in demand?

•
•
•
•
•
•

What are your current sales?
What are the boundaries of your business?
Are there other vendors involved and if so who and where do they fit?
What is included in the product's bill of materials? (Major components only)
Are there any current/potential component supply problems?
Describe any planned changes or additions to your present line of products/services within the next year.

The Products/Services section should include the following subsections:
2.1 Product / Service Description
Begin by stating your Company Name and the product or service you provide. List all products/services in order
of highest to lowest sales or importance of product line. If possible, try to refer potential investors and loan
officers to patents, diagrams, product displays, or other supporting material.
For each product/service, describe the main features and benefits. State at what stage of growth your
product/service is in [introductory, growth, maturity] and when you initially developed your product/service.
When possible, provide a historical summary of product developments, introductions, and improvements up to
the time of the business plan in a table.
Existing Products
• How is your product different from the competition? Compare capabilities, strengths/weaknesses, and
characteristics of your product to that of competitors.
• Are your products currently up to date? If not, how and when do you plan to update them?
• Include the sales price, costs and profit margin for each product line
• Who are your current customers?
Description of the Products
• General concepts
• Specific features
• The cost and labor of production methods
• In what stage of development are the products?
• Product liability considerations?
• What is your pricing strategy?
Description of the Services
• What are the services offered?
• What is your pricing strategy?
• What is unique about your service?
• Does your service create a competitive advantage?
Stage of Development
Briefly describe the current status of your product or service:
•
•
•
•

Where is the product in its lifecycle (early, growing, mature, or declining)?
Is it ready for the market, or is it in development?
What obstacles remain?
What is the timeframe for introducing these products to the market?

•
•

How up-to-date are your products? Address potential obsolescence or losses of market share.
Has your product been tested / evaluated and if so, where, when and what were the results.

2.2 Unique Features or Proprietary Aspects of Product / Service
In this section you will show how your product or service is unique. Explain the unique value-added
characteristics of your product line or service and how these value-added characteristics will in turn give your
business a competitive advantage.
Begin by stating why your business is unique (e.g. patent, secret ingredient, new production process, unmatched
know-how). Explain how the competition may provide a similar product/service but provide the reasons why
your business is able to differentiate itself in the market.
Be sure to give the details on any patents you have applied for, been granted, or been licensed. Provide a
summary of the patent in the appendix. Point out your lead product/service and demonstrate how it addresses
customer needs and benefits.
2.3 Research and Development
If your business is big enough to have either a Research and Development (R&D) department or employee,
specify the people in charge and their major objectives. List what your R&D has accomplished in the past such
as innovative products/services. Account for what has been spent in the past year in percentage of revenue or
actual dollar amount. If there are any plans for the future, give the percentage of revenue or dollar amount that
will be allocated and the duration of the plan.
Selecting a product/service from idea to market can be a difficult task. It is a good idea to have criteria in place
for deciding which product/service to move forward with. These criteria may include but are not limited to:
•
•
•
•
•
•

Relatively low investment requirements
Positive return on investment
Feasibility of development and execution
Uniqueness in the market
Relatively low risk
Timeliness of results

2.4 Production
This section will give more details on how your product/service is manufactured or delivered. To better assist
you in writing this particular section, a product-oriented approach and a service-oriented approach are provided.
Product
There are a number of things to address when your business is product oriented. First, state if your product(s) is
manufactured in-house or assembled in-house from various vendors, then list the raw materials, sub-assemblies,
or components used for your product. Identify where you purchase your materials or any manufacturers you
may use for sub assembly.
•
•

List the critical factors in the production of your product.
Specify and explain capital equipment, material, and labor requirements. Are the above items readily
available? Do you have multiple supply sources? List inventory requirements, quality, and technical
specifications, and hazardous materials.

Service
Service-oriented businesses will address issues in a different manner. Anyone operating a service-oriented
business will state if his or her service is provided by internal staff or subcontracted to field consultants. If there
are procedures for delivering the service it will be described in this section.
List the critical factors for the delivery of service.
Specify if there will be a particular service level that has to be maintained and how you will maintain these
levels.
2.5 New and Follow-on Products/Services
As your business expands, there will come a time to launch new products and services. If you already have new
products in mind, point them out in this section. Specify whether they will be an extension of an existing
product or completely new products. Your plan should include when and how you will launch the
product/service (e.g. at major trade shows, industry events, through free samples, contests, etc.). Provide a
target introduction date for the product/service.
Future Products
•
•

Are there plans for future or next generation products? If so, what and when?
Are these new products included in your revenue and cost projections?

Market Comparison
In one or two paragraphs, position your new product or service in its marketplace:
•
•
•
•

Who are your principal competitors?
What are their products?
Why is your product/service superior and how is it different?
What is unique about your product/service?

3. THE MARKET
The success of many new ventures is often determined by how well they have prepared this section of the
business plan. The section itself should be broken down into subsections for industry analysis, market analysis,
and competitor analysis. To properly write this section of the business plan, conducting or gathering market
research is very important. It is for this reason that we have supplied a short segment on Market Research before
the subsections.
Why do market research?
Every business can benefit from doing market research to ensure it is where it wants to be. Use the business
planning process as your opportunity to uncover data and question your marketing efforts. Rest assured it will
benefit your business in the future and is time well spent.
There are two types of market research: primary and secondary.
Primary market research involves collecting your own data. Some examples of primary research include using
the Internet and yellow pages to identify your local, national, and global competition. Conduct surveys, group
interviews, and focus groups to learn more about potential consumers and niches for your particular business.

Paying for professional research could be hard for anyone starting a new business. However, there are a number
of books on the market, which can show small business owners how to conduct effective research by
themselves.
Secondary market research involves using published information such as industry profiles, trade journals,
newspapers, demographic profiles, magazines, census data, and books. This type of information is available
from public libraries, industry associations, chambers of commerce, vendors who sell to your industry, business
information centers, government departments, and agencies.
The Market section should include the following subsections:
3.1 Industry Analysis
The industry analysis subsection should objectively describe the industry in which you will compete. The
government and suppliers of equipment for your industry are great sources of information. Use the Internet to
research stats and reports. When completed with this section, potential investors and loan officers should
understand the dynamics, problems, and opportunities driving your industry.
Try to find answers to the following questions:
•
•
•
•
•
•
•
•
•
•

How is your industry defined? What is its NAIC (North American Industry Classification) code?
How is the industry segmented? How are the segments defined?
What are current trends and important developments?
Who are the largest and most important players?
What problems is the industry experiencing?
What national and international events are influencing this industry?
What are growth forecasts?
What is the growth potential?
What is the total estimated industry sales (i.e. current, 5-year, 10-year outlook)
Are there any general industry standards, benchmarks and performance requirements

General Information
• Economic sector, service sector, manufacturing methods, distribution channels
• Particular type of industry (e.g. Manufacturing, Consumer Goods, Retail, Technology, Life sciences,
Transportation, etc.)
• Industry structure (e.g., fragmented or consolidated)
• Level of competition, dominant players, presence of conglomerates, noticeable past failures, noticeable
new entries
Size, Growth Rate, Trends, Drivers of the Industry
• Rate of expansion. How does it compare to GNP growth?
• How your specific sector might be different
• Predicted trends and the strategic opportunities they offer
• Major industry trends, fashion and fads
• Changes of use of product
Sensitivity to Economic Cycles & Seasonality
• How will national and international trends affect your business?

•
•
•
•

How will local industry affect your situation?
If your business is seasonal, explain how the company adjusts to seasonal factors.
How will seasonal variations in business affect your cash flow?
Demand cycles

Legal, Political and Economic Factors
• Present and future laws as well as policies affecting your business
• Presence of government agencies and regulating bodies
• Corporate tax shelters
• Government spending
• Political climate (e.g. stable, war setting, etc.) and stability of government
• How can local and national regulation affect your business? (Inspection standards, wage and tax
changes, etc.)
Sociocultural Factors
• Lifestyle and sociocultural changes
• Environmental concerns
• Change in use of disposable income
• Living conditions (amenities, utilities, pollution)
Technological Factors
• Breakthrough technologies or processes, technologies under development
• Rate of technological innovation
• Relative cost of technology, research and development
• Industry dependence on technological factors, impact of technological innovation
• Energy use
Finance Norms & Patterns
• Terms with vendors, customers, the capital market
• Standard markup of products
• Inventory par levels
• Profit expectations, etc.
3.2 Market Analysis
In your market analysis subsection, you have to describe the specific market in which you will be competing.
Your market will probably be smaller than the entire industry defined above. Much of the research you do for
this subsection will be to talk with experts in the marketplace, potential customers, competitors, sales
representatives, wholesalers, distributors, and retailers. A thorough research of the market is the most important
part in the development of a business plan. As well, it will help to isolate a target market and the behaviors and
habits of the people within this market to better understand customer needs and expectations.
If it is a locally based business, you need to evaluate the demand for your product/service within a specific
radius, based on what you determine is a reasonable distance from your business. If it is a web-based business
or a business that relies on both the Internet and local traffic for revenues, you will need to evaluate demand on
a local, national, international, basis. Be sure to identify any voids in the market which are currently not served,
and which you presumably will fill. A research report from sites such as Forrester Research can cost hundreds

to thousands of dollars. However, you may be able to get some basic information simply by using the Internet
and its many search engines and directories.
Market Segmentation and Target Market
Identify and segment the customers in your marketplace. The research you conduct for this subsection will be
with customers and potential customers. It is imperative that you do sufficient customer research to convince
potential investors (and yourself) that there is an unmet need in the marketplace. The description will be
completely different depending on whether you sell to other businesses or directly to consumers. If you sell a
consumer product, but sell it through a channel of distributors, wholesalers and retailers, then you must
carefully analyze both the end user and the middlemen businesses to which you sell.
You may well have more than one customer group. Identify the most important groups. Then, for each
consumer group, construct a Market Segment profile with the following breakdown:
Demographics
Age, income range, sex, occupations, marital status, family size, ethnic groups, education, sophistication, home
or auto owner, etc.
Geographic
• Area served: neighborhood, city, region
• Density: urban, suburban, rural
• Nature of the location: downtown, business, shopping, residential
• Transportation: how can customers and employees access the store (walk, drive, public transportation)?
Lifestyle
• Family status (single, newly married couple, full nest I, full nest II, etc.)
• Hobbies, sports, entertainment interests
• Television, radio, magazines, and other media preferences
• Political and other organization affiliation
Psychographics
• Status seeking or trend setting?
• Socially or environmentally conscious?
• Free spending or conservative?
• Practical or fun seeking?
Buying Factors and Sensitivity
• Price, quality, brand name, service
• Special product features, advertising, packaging
• Location, store design, ambiance, sanitation
• Nature or quantity of other customers
Market Size and Trends
Begin by stating the market you are competing in, how big it is in terms of a dollar amount and your source/date
of information. Next, state any future trends you believe will occur in the market and your reasoning behind
your beliefs. This can be achieved by listing the primary or secondary research you have performed. Once

again, be sure to reference any source of information you have used to show potential investors and loan
officers you have done your homework. Some common questions this section should address:
•
•
•
•
•

How big is the target market?
How fast is it growing?
Where is the market heading?
What economic and social factors will be influencing the market?
How will the market’s needs be changing and why?

Market Needs
Define any current needs in the market and how your product or service will fulfill those needs.
Market Growth
Gathering information on historical development and growth will aid in assessing potential market opportunities
for the future. Business success is determined by not only recognizing what "today's" customers want, but also
what "tomorrow’s" customers will need. Try to identify the future makeup of the market you are entering and
state whether the market will be growing or maturing in the short and long run.
•
•
•
•

Will the price of your product increase/decrease in the future?
How fast is it the market growing?
What is the stage of development of the market? (Growth, maturation, decline)
How is the market affected by the state of the economy?

3.3 Competitor Analysis
Competition occurs on a daily basis no matter what line of business you are in. Advances in technology can
send the profit margins of a successful business into a tailspin causing them to plummet overnight or within a
few hours. When considering these and other factors, we can conclude that business is a highly competitive,
volatile arena. Because of this volatility and competitiveness, in some cases, it is important to know your
competitors, what they have accomplished, and the challenge you have before you. Your competitors have
preceded you into the market. They have established position, distribution, market exposure, and a customer
base. The success of your business depends on your company’s ability to take market share away from these
competitors or to address a segment of the market that is not currently being addressed. If you are anticipating
taking market share, you need to explain how you are going to do it. There are a number of issues that you
should consider in completing your competitive analysis. Potential investors and loan officers should have the
sense that you have insights into your competition that they cannot get from reading the competitors' website or
prospectus.
Competitive Landscape
• Focus only on the competitors who are targeting the same market
• Indicate level of competition in industry (e.g. fierce, moderate) and number of competitors
• Describe type(s) of competition affecting your business (product/service competition, competition at the
level of corporate/marketing strategy or business model, or competition based on specific attributes such
as price, quality, features, etc.)
• Categorize the competition by type (e.g. chain restaurant, in-house facility, lunch wagon)
List your major competitors:
• Names & addresses

•
•
•
•

Identify main sources of competition (direct competitors, indirect competitors, substitutes, potential
entrants, related products) and evaluate relative intensity of competition arising from each sources
Identify major competitors and lesser competitors and list them in categories based on source type (refer
to above item) and/or based on their threat level
Identify the factors that give power to competitor(s) (e.g. marketing strategy, superior product,
established company, strong financial backing, expertise, relationship with key industry members, etc.)
Identify the strategies and/or market conditions that have allowed competitors to achieve good results
and, if applicable, what caused them to fail

Compare your products/services with competition:
Use the following Competitive Analysis table to compare your company with your three most important
competitors.
In the first column are key competitive factors. Since these vary with each market, you may want to customize
the list of factors.
In the cell, labeled "Company” state how you honestly think you stack up in customers' minds. Then check
whether you think this factor is a strength or a weakness for you. Sometimes it is hard to analyze our own
weaknesses. Try to be honest. Better yet, get some disinterested strangers to assess you. This can be a real eyeopener.
Now analyze each major competitor. In a few words, state how you think they stack up.
In the final column, estimate how important each competitive factor is to the customer. 1 = critical; 5 = not very
important.
Competitive Analysis Table
FACTOR

Products
Price
Quality
Selection
Service
Reliability
Stability
Expertise
Company
Reputation
Location
Appearance
Sales
Method
Credit
Policies
Advertising
Image

Company

Strength

Weakness

Competitor
A

Competitor
B

Competitor
C

Importance
to Customer

Competitive Advantage & Comparative Evaluation
Having done the competitive analysis matrix above, write a short paragraph stating your competitive advantages
and disadvantages for both you and your competitors:
Goals
•
•
•
•
•
•

Price (and hidden costs), credit policies
Location
Quality
Special product features
Image/style/perceived value
Service (and special service features), customer relations, social image.

Internal Strengths
• Financial strength, volume purchasing power
• Marketing and promotional program and budget
• Operational advantages, strategic partnerships
• Company morale: personnel motivation, commitment, productivity
Market Share and Distribution
• How is the market distributed?
• Do any one or two companies dominate the market?
• How will you obtain sufficient market share?
Strategic Opportunities
• How can you use your competitive advantage to exploit opportunities in the marketplace?
• Where are your competitors vulnerable and how will you be able to take advantages of these
weaknesses?
Barriers to Market Entry and Exit
Defined as a cost that must be incurred by a new entrant, entry barriers can benefit some new businesses while
stopping others in their tracks. No matter which side of the barrier you are on, it is important to identify any
barriers your business will have to overcome or have set in place for new entrants. Some of the more common
barriers to entry include:
•
•
•
•
•
•
•
•
•
•

High capital costs
High production costs
High marketing costs
Consumer acceptance/brand recognition
Government regulations
Changing economy
Change in technology
Shipping costs
Patents and proprietary knowledge
Unions

Barriers to exit limit the ability of a firm to leave a market and can exacerbate rivalry. Examples of entry and
exit barriers can be found below:
Easy to Enter if there are:
• Common technology
• Little brand loyalty
• Access to distribution channels
• Low scale threshold

Difficult to Enter if there are:
• Patented or proprietary know-how
• Difficulty in brand switching
• Restricted distribution channels
• High scale threshold

Easy to Exit if there are:
• Salable assets
• Low exit costs
• Independent businesses

Difficult to Exit if there are:
• Specialized assets
• High exit costs
• Interrelated businesses

4. MARKETING STRATEGIES AND SALES
The Marketing and Sales section of your plan will make or break the prospects for your venture. A great idea is
meaningless if you cannot find customers. Carefully drafted and logical financial projections are irrelevant if
nobody buys your product/service. In this Marketing Strategy section you must convince potential investors and
loan officers that there is indeed an eager market for your product.
The Marketing Strategy section is where you show how you are going to fit into the market structure you just
finished describing. What are unmet needs in the marketplace and how are you going to fill them? How will you
differentiate your product/service from your competitors? What unique features, benefits, or capabilities will
you bring to the marketplace? Who are your customers?
Research you do for this subsection will be with customers, potential customers, plus any necessary secondary
data. It is imperative that you do sufficient customer research to convince potential investors (and yourself) that
customers will indeed come flocking to buy your product or service. Customer research can include simply
talking with potential customers to get reactions to your product idea, conducting focus groups, undertaking
walk-up or mailed surveys, putting up a mock demonstration of your concept and soliciting customer feedback,
and so on. Be creative in finding ways to get honest customer input about your product or service.
Finally, do not inadvertently cook the books here. Since you are enthusiastic about your concept, customers will
notice your enthusiasm and often reflect it back to you, leading to erroneous conclusions about customer
acceptance. It is therefore preferable to be neutral and factual as you collect data.
The Market Strategies and Sales section should include the following subsections:
4.1 Introduction
Begin with the fundamentals of your marketing plan. State target market segments you wish to penetrate, how
you plan to achieve this (e.g. through retail, mail order, multi-level marketing, the Internet) and the period for
capturing a specific percentage of the market share.
4.2 Market Segmentation Strategy
Explain your strategy for each segment you have described in section 3.2 (Market Segmentation and Target
Market). Describe the unmet need of your target consumers that your product/service fulfils or the problem it

solves. The main types of segmentation strategies are as follows (you may also choose a combination of
strategies):
•
•
•

Geographic segmentation: segmenting customers based on geographic area (city, country, ZIP code,
metropolitan statistical areas, time-zone, etc.)
Product-user segmentation: segmenting customers based on product usage (amount and/or consumption
patterns of a product category or brand)
Lifestyle segmentation: segmenting customers based on lifestyle (which includes: values, beliefs,
perceptions, leisure activities, preference for social events, sports interest, media usage, political views,
etc.)

4.3 Targeting Strategy
Identify the targeting strategy to implement. This will determine which market segments you will focus on. The
three main targeting strategies are:
•
•
•

Mass Marketing: go after the market as a whole with one offer that answers common needs
Differentiated Marketing: go after several market segments with offers tailored to each
Target (Niche) Marketing: go after a small segment or sub-segment with a tailored offer

4.4 Positioning Strategy
Here you will include the strategy you will use to position your product vis-à-vis competitors. Some of the
common product positioning strategies includes:
•
•
•
•
•

Positioning in relation to competitor (head-to-head comparisons, differential advantage)
Positioning in relation to a product class or attribute (e.g. low energy consumption, environmentally
friendly, efficient, time saver)
Positioning in relation to target market
Positioning by price and quality (high-quality, low-price leader, luxury)
Repositioning (gives old product new image)

Corporate Message and Image
• The message you portray through all your marketing efforts should be clear, consistent, and reflect your
corporate image
• Image can be portrayed directly (through a description of products, pricing, services, etc.) or indirectly
(through suggestive design elements, logos, or uniforms, etc.)
4.5 Product/Service Strategy
Describe how your product/service has been designed and tailored to meet the needs of your target customer
and how it will compete in your target market:
•
•
•
•
•
•
•

What specific product/service features meet the needs of your customers?
What differentiates your product in your target market?
How does it differ from that of your competitors?
What are the strengths of your product/service? Its weaknesses?
Why will customers in your target market buy your product rather than the competitors?
How will you differentiate yourself from your competitors?
Why will customers switch to or select your product?

•

How quickly and how effectively can competitors respond to your business?

4.6 Pricing Strategy
Your pricing strategy is a marketing technique that is part of your overall marketing/positioning strategy. Upon
examining the pricing strategy your competition is currently using, explain your pricing strategy and why it will
be effective with your target customers.
Begin by stating your pricing strategy. Explain how you arrived at your pricing strategy (e.g. based on cost,
gross margin objectives, market prices, perceived value). Point out how your pricing strategy compares to the
competition. Be sure to include when you will review your pricing strategy, i.e. monthly, quarterly, annually.
Some common pricing strategies include:
•
•
•
•
•
•
•
•
•

Retail cost and pricing
Competitive position
Pricing below competition
Pricing above competition
Price lining
Multiple pricing
Quantity discounts
Cash discounts
Seasonal discounts

In structuring your pricing plan, make sure you have considered all of the following:
•
•
•
•
•
•
•
•
•

Competitor pricing
Direct/indirect costs
Prices you plan to charge, typical gross and net margins for each product and service
Credit arrangements, returns policy, etc.
Profitability
Financial justification
Customer needs and what they are willing or not willing to pay for
How customers view additional features and benefits
What kind of cost savings might interest customers

4.7 Distribution Channels
A distribution channel consists of the set of people and processes involved in the transfer of a product from
producer to ultimate consumer. Describe your distribution strategy and explain why it is the best for your
marketplace.
Begin by providing the distribution channels your business will use (e.g., Wholesalers, Cataloguers, Mass
Merchant Retailers, Consolidators, Distributors) and explain how these channels fit well with your end users
because of the customer profile, geography, seasonal swings, or other factors. Then point out the distribution
channels used by your competition and the reasons why your choice of distribution channels is advantageous.
•

List your major current customers or consumer groups including a one or two sentence description for
each and demonstrate how your product reaches the end user. A chart or diagram may be useful.

•
•

Identify geographical or sales territories to be covered
Specify whether middlemen are:
o Gathering marketing information
o Providing marketing research information down and up the supply chain
o Promoting your product
o Adding a price markup
o Transporting and sorting goods
o Negotiating with customers and/or other middlemen

4.8 Promotion and Advertising Strategy
How you advertise and promote your goods and services is crucial to gaining acceptance in the market and
successfully generating a profitable sales volume. Having a good product or service and poor advertising is like
not having a business at all. Many business owners operate under the mistaken concept that the business will
promote itself, and channel money that should be used for advertising and promotions to other areas of the
business. Advertising and promotions, however, are the lifeline of a business and should be treated as such.
Your purpose is to introduce, promote, and support your products in the marketplace. Although considered a
cost, a properly designed and executed campaign is an investment.
Explain your advertising and promotion strategy. It is critical that you educate your target market about your
product or service, inform it about its availability, and regularly communicate your benefits to that market.
•
•
•
•
•
•

How will the business advertise and promote its product or service?
How will the business communicate with its customers? Advertising? Public relations? Personal selling?
Printed materials? Other means of promotion?
Why will this strategy be effective in reaching your target customer?
If you have identifiable repeat customers, do you have a systematic contact plan?
How do you get the word out to customers?
Why this mix of advertising channels and not some other?

Marketing Vehicles
You must decide how you will generate awareness of your product or service among potential customers.
Employing the following promotional activities can generate awareness:
•
•
•
•
•
•
•
•
•
•
•
•
•

Brochures, flyers, leaflets
Print media – newspapers, magazines, specialty publications, Yellow Pages
Direct mail, (e)mailing lists
Broadcast media/electronic – television, radio, Internet, movie theaters
Promotions (2 for 1), dining clubs, credit card discount programs
Signs – on store, billboards, public transport, blimps
Hotel – in-house publications, video guides, concierge relations, services
Charity events
Samples, coupons
Specialties – packaging, T-shirts, stickers, mugs, etc.
Trade shows, networking
Point of sale devices, promotions, and employee practices
Public relations

Promotional Budget
There are four common promotional budget methods:
•
•
•
•

Percentage of sales
All available funds
Following the competition
Budgeting by task or objectives

State and give details of the method you will apply to your marketing strategies. Be sure to consider the
following questions when completing your promotional budget:
•
•
•

How much will you spend on the marketing vehicles listed above
Should you consider spending less on some promotional activities and more on others?
What is the budget for all phases of the marketing effort?

4.9 Sales Strategy
Depending on your business, a strong sales team may be a critical component of your success. Remember:
"nothing happens until the sale is made." An effective sales strategy is critically important for most
manufacturers, publishers, software firms, and many service providers. Do not overlook the importance of
formulating an effective sales strategy.
•
•
•
•
•

Discuss how and where you plan to sell and distribute your product or service
How will your product or service be sold? Personal selling? TV infomercials? Direct mail?
Who will do the selling? An internal sales force? Manufacturer's representatives? Telephone solicitors,
call-centers? Internet Marketing?
How will you recruit, train, and compensate your sales force?
How will you support your sales effort? (e.g. internal staff, service operations, motivators, etc.)

4.10 Sales Forecasts
Now that you have described your products, services, customers, markets, and marketing plans in detail, it is
time to attach some numbers to your plan. Prepare a month-by-month sales forecast for a projected twelvemonth period. The forecast should be based upon your historical sales, the marketing strategies that you have
just described, market research, and industry data if available.
It is preferable to do three forecasts: (i) “best case,” (ii) “expected case,” and (iii) “worst case” (a low estimate
that you are confident you can reach no matter what happens).
For this section, please refer to the Sales Forecast in Microsoft Excel or contact the CLBC to obtain a copy.
Remember to keep notes on your research and assumptions as you build this sales forecast and all subsequent
spreadsheets in the plan. Relate the forecast to your sales history, explaining the major differences between past
and projected sales. This is critical if you are going to present it to funding sources.

5. DEVELOPMENT
In this section, you will outline how you intend to improve your business. This section is often sadly underdeveloped in many business plans. Assuming you have a dynamic marketing plan and customers do indeed
come flocking for your product/service, you must be able to deliver it to them.

The Development section is a road map of how you are going to get from where you are now to where you want
to be in the future. If you are starting a business, what are all of the steps that you need to accomplish to get the
business up and running? If you are expanding a business, what do you need to do to make it grow? These steps
can be as routine as securing retail space, or as critical as applying for and getting a patent on key technology.
Do not go into too much detail here. For example, the need to get business cards printed probably does not
belong in a development plan (although you might include it in a detailed checklist in the appendices). Use your
judgment.
The Development section should include the following subsections:
5.1 Development Strategy
What work remains to launch your company and your products? What factors need to come together to make
your concept work? What are the risks threatening the successful implementation of your development plan?
Are they technological risks, cost risks, competitive risks? How will you mitigate these risks?
5.2 Development Timeline
What is your timetable for launching your company and your products? Go out as far into the future as you can.
Consider adding a chart or table here.
5.3 Development Expenses
Include here a description of the development costs and assumptions that appear in your financial statements.

6. MANAGEMENT
Venture capitalists often assert that there are three attributes important for a successful start-up business:
management, management, and management. Many venture capitalists claim they will invest in a strong
management team with a mediocre idea, but will decline to fund a weak management team with a great idea.
The purpose of the Management section, therefore, is to convince potential investors and loan officers that you
have a great management team to complement a great business concept. This is not the place for modesty or
self-deprecation. Be honest, but highlight your accomplishments and your capabilities while mitigating any
obvious shortcomings or weaknesses. For example, if you are young and inexperienced, accentuate your energy,
capacity for hard work, and willingness to learn, while downplaying your lack of experience. When readers are
finished with this section, you want them to be confident that your venture is in good hands and will be
competently managed.
The Management section should include the following subsections:
6.1 Company Organization
• Describe how your company will be organized.
• How will your business be organized? What does your organizational chart look like?
• What is the ownership structure of your company?
• Will you have a board of directors? Who will be on it? What will be their role?
6.2 Management Team
Biographies of the Management Team
The management section should include the names and backgrounds of lead members of the management team
and their respective responsibilities. Describe the founders and principal managers who will run your business.

•

•
•
•
•

Who are the key managers?
o What will be their duties and responsibilities?
o What unique skills do they bring to the business?
o How will they be compensated?
Summarize resumes of key management and owners
List education, skills, experience (including past duties). Focus on important past accomplishments but
do not be too lengthy. Detailed resumes may be included in an appendix.
What additions to the management team are you planning? When?
If there is a key position that is not yet filled, explain your plans to do so
o Briefly describe the job and the profile, compensation, and qualifications of the prospects

Complete the Schedule of Compensation of Officers & Directors
Name

Title

Ownership %

Duties

Annual Salary

6.3 Management Structure and Style
Organizational Chart
If you have more than ten employees, do an organizational chart showing the management hierarchy and who is
responsible for key functions. A very simple organizational chart will help explain how the company is
organized, the reporting structure, and the positions that you plan to fill. The chart should reflect both current
and open positions, or you can have two charts – pre- and post-funding. Two charts would be more applicable if
you foresee significant changes in the organizational structure after funding. A sample is below.
President
Executive
Assistant
Sales

Operations

R&D

Finance

HR

Management Style
Describe your company's management style. Management style should reflect and support the general corporate
style (suggested in the mission statement).
Include any innovative or unusual aspects of management style that would affect growth or give a competitive
advantage

6.4 Ownership
In this subsection, you will list the majority owners of the business. State if you have authorized shares of
common stock and then break down the number of the shares held and percentage of ownership for each
stockholder.
Name
[Founder]
[Inventor]
[Management Team]
[Seed/Ventures]
[Stock Options Pool]

# of Shares Held

% of Ownership

6.5 Professional and Advisory Support
Here you will list service providers your business may consult or from whom you will obtain additional
services, who are not a part of your internal staff. These may include:
•
•
•
•
•
•
•

Corporate attorney
Accounting firm
Application service providers
Professional service firms
Insurance agent
Bankers
Consultants

6.6 Board of Directors (and/or Advisors)
If your business will have a Board of Directors and/or Advisors be sure to list each member, detailing where
and why they add strategic importance, what experience they have and what contacts they can contribute. How
will the Board be compensated?

7. OPERATIONS
The Operations section outlines how you will run your business and deliver value to your customers. Operations
is defined as the processes used to produce you products/services and deliver them to the marketplace and can
include manufacturing, transportation, logistics, travel, printing, consulting, after- sales service, and so on. In all
likelihood, about 80% of your expenses will be for operations, 80% of your employees will be working in
operations, and 80% of your time will be spent worrying about operating problems and opportunities. Be sure
that you carefully link the design of your operations to your marketing plan. For example, if high quality will be
one of your comparative advantages in the marketplace, then design your operations to deliver high quality, not
low costs. Remember that you will probably have to make trade-offs with your operations. It is impossible to
have the lowest costs, highest quality, and best on-time performance in your industry all at the same time.
Often, high quality means higher costs, low costs means less variety and less flexibility. Be careful how you
make these trade-offs so that you can deliver products to the market in accordance with your marketing plan.
Operations checklist:
How will you produce and deliver your product/service?
What will you do in-house and what will you purchase (make vs. buy)?

How will you use your operations to compete? Cost? Quality? Timeliness? Flexibility?
What comparative advantages do you have with your operational design?
What will be your relationship with vendors, suppliers, partners, and associates?
The Operations section should include the following subsections:
7.1 Operations Strategy
In this subsection, describe how you will fulfill your marketing strategy using operations:
•
•
•

How will you use operations to add value for customers in your target market?
How will you win in the marketplace on the dimensions of cost, quality, timeliness, custom service and
flexibility?
Which dimensions will you stress and which ones will be less significant?

7.2 Scope of Operations
Describe the scope of your operations. Include details in an appendix, as necessary.
•
•
•

What will you do in-house and what will we purchase (make vs. buy)? Why does this make sense for
your business?
What will be your relationship with vendors, suppliers, partners, and associates?
What kind of people will you need to hire?

7.3 Ongoing Operations
How will your company operate on an ongoing basis? Include details in an appendix.
7.4 Location
The location of your business can play a decisive role in its success or failure. Your location should be built
around your customers, it should be accessible, and it should provide a sense of security.
State where your primary office will be located as well as any other facility where your business will operate
and then explain the reasons for those locations. Give the actual size of each office and/or facility and along
with a description of how each will be used and the duration in number of years these facilities will be adequate
for operations. Some issues you may address include:
•
•

•

•
•
•
•

What are your location needs?
Describe locations of production, sales, storage areas, and buildings
o Are the premises leased or owned?
o Why is this area desirable?
o What kind of space will the business require?
o What renovations are needed, and how much will they cost?
Describe access to buildings (e.g. walk in, parking, freeways, airports, railroads, shipping)
o Is it easily accessible, is parking available? Is public transportation available? Is street lighting
adequate?
What are your business hours?
Are market shifts or demographic shifts occurring?
Include a drawing or layout of your proposed facility if you are seeking an expansion loan
Location of the competition

Facilities and Equipment
• Location: addresses, floor plans, etc.
• Lease: terms, length, important details
• Improvements: plans, funding, budget
• Key factors: expansion potential, proximity to market, unique aspects
• Physical condition
You may wish to include this table listing the major operating equipment that your company owns or leases:
Quantity

Description

Age

Condition

Owned?

Leased?

Cost

7.5 Personnel
The right mix of personnel will be the most valuable asset any business has. Employees and staff will play an
important role in the overall operation of your business. It is very important to know what skills you possess and
the ones you lack since you will have to hire personnel to supply the skills you lack. Furthermore, it is essential
that you know how to manage and treat your employees. Make them feel as part of the team. Keep them
informed of changes and be sure to get their feedback. Employees can often be a great source of excellent ideas,
of innovations to existing products/services, and inspiration for new product lines and markets to enter, so be
sure to take the time to listen to your employees as they may provide you with the new competitive edge you
have been looking for.
This section should be broken down to include the following:
•

•

•

•

Number of employees
o Will your employees be full-time or part-time?
o Can the business use part-time help to meet increases in demand?
Type of labor (skilled, unskilled, professional)
o What skills must they have?
o Do you have written job descriptions for employees? If not, take the time to write some.
Quality of existing staff
o What unique skills do they bring to the business?
o Who does which tasks?
o Are schedules and procedures in place?
Pay structure
o Will you pay salaries or hourly wages?
o Certain employee benefits are mandatory. Find out what they are.
o What benefits, if any, can you afford?
o Will you provide additional fringe benefits? If so, which ones? Have you calculated the costs of
these additional fringe benefits?

•
•

o Will you utilize overtime? If so, you may be required by law to pay time and a half, double time,
and/or extra expenses such as meals.
Procedures for acquiring new employees
o Are the people you need available?
Training methods and requirements
o Will you have to train people for both operations and management? If so, at what costs to the
business?

7.6 Production
Explain your methods of production or how you deliver your service.
•

•
•

Production techniques and costs
o How and where are your products/services produced?
o Description of manufacturing process (if applicable)
Quality control
Customer Service

7.7 Operations Expenses
Include here a description of the operating costs and assumptions that appear in your financial statements. Most
expenses are often referred to as overhead expenses. Overhead expenses are all the non-labor expenses required
to operate the business. Expenses can be separated in two ways: fixed (expenses that have to be paid no matter
the volume of business) and variable or semi-variable (expenses which change according to the amount of
business).
Overhead expenses normally include any or all of the following:
•
•
•
•
•
•
•
•
•
•
•
•
•

Travel
Maintenance and repair
Equipment leases
Rent
Advertising and Promotion
Supplies
Utilities
Packaging and Shipping
Unrecoverable receivables
Professional services
Insurance
Loan Payments
Depreciation

In order to develop the overhead expenses for this portion of the business plan, you need to multiply the number
of employees by the expenses associated with each employee. The following equation can be used to calculate
the sum of each overhead expense: Overhead = Number of Employees x Expense per Employee
Cost Controls
• Inventory: forms, systems (computer), practices

•
•

Food and beverage: check systems, management practices, training, periodic inventory
General: management, inventory

Administrative and Financial Controls
• Bookkeeping systems and policies (payments, billing)
• Accounting systems (report intervals)
• Sales systems (computers)
7.8 Legal Environment
Describe each of the following elements as they apply to your business:
•
•
•
•
•
•
•

Licensing and permits
Bonding requirements
Health, workplace or environmental regulations
Special regulations covering your industry or profession
Zoning or building code requirements
Insurance coverage
Trademarks, copyrights, or patents [Pending, Existing, Or Purchased]

7.9 Inventory
Explain how you will manage your inventory. Give the details on each of the following elements of inventory:
•
•
•
•

•

The kind of inventory kept: raw materials, supplies, finished goods
Average value in stock
o What is your inventory investment?
Rate of turnover an how this compares to industry average
Season buildups
o Will there be seasonal buildups?
o How will you handle seasonal buildup?
Lead-time or ordering

7.10 Suppliers
Identify the supplies you will use for your products and services. Be sure to document the following in this
section:
•

•
•
•
•

The names and address of each
o Who are your suppliers?
o Do you expect shortages or short-term delivery problems?
o Are current suppliers providing the best service or should you be looking for new suppliers?
Type and amount of inventory furnished
Credit and delivery policies
History and reliability of each supplier
Are supply costs steady or variable? If variable, how do you deal with the changing costs?

7.11 Credit Policies
If your business will extend credit, be sure to include detailed descriptions of the policies you will implement.
When creating your policies you should have answers to the following questions:

•
•
•
•
•

What terms will you offer your customers? How much credit and when is payments due?
How do you check the creditworthiness of new applicants?
Do you sell on credit? If so, do you really need to sell on credit? Is it customary in your industry and
expected by your clientele?
Do you know what it costs you to extend credit? This includes both the cost of capital tied up in
receivables and the cost of bad debts.
Have you factored the costs into your prices?

You need to carefully manage both the credit you extend and the credit you receive.
Managing your Accounts Receivable
You should do an aging at least monthly to track how much of your money is tied up in credit given to
customers, and to alert you to slow payment problems. A receivables aging looks like this:
Total

Current

30 Days

60 Days

90 Days

Over 90 Days

Aging A/R:
Collecting from delinquent customers is no fun. You need a set policy and you need to follow it.
•
•
•
•

When do you make a phone call?
When to send a letter?
When to get your attorney to send legal notices?
Do you offer prompt payment discounts? (It is best to do this only if it is usual and customary in your
industry)?

Managing your Accounts Payable
You should also provide your Accounts Payable (what you owe to your suppliers). Use this format:
Total

Current

30 Days

60 Days

90 Days

Over 90 Days

Aging A/P:
This helps you plan who to pay and when. Paying too early depletes your cash, but paying late can cost you
valuable discounts and damage your credit. Are payment discounts offered by your proposed vendors? Do you
always take them? Do you carefully monitor your payables, what you owe to vendors, to take advantage of
discounts and to keep your credit rating good?

8. FINANCIALS
 NOTE: If you’re unfamiliar with accounting and finance, please visit the Resources section at the end of this
guide for a list of free classes. You may also contact the CLBC for additional assistance.
The Financials section should be frosting on a cake. You have outlined a great business concept, demonstrated a
real need in the marketplace, shown how you will execute your ideas, proven that your team is just right to
manage the venture, and now you will show how much money everyone is going to make. Note, however, that
if your business concept is weak, there is no market for your product/service, your execution is poor, or if your
management team is incompetent, then your financial plans are doomed to failure. If you have not convinced
your potential investors and loan officers by now of the strength of your concept, then they will not be
convinced by your financials.

It is important to have strong, well-constructed financials. If you cannot show that your great concept is going to
make (lots of) money, your potential investors and loan officers will quickly lose interest. To construct your
financials, it is highly recommend that you start with your development and operations plan to create a schedule
or timetable of development and operational activities. From these development activities, you can then create
cash-flow projections, income statements, and pro forma balance sheets for at least three years into the future,
and sometimes five.
As a rule of thumb, your financial projections should extend far enough into the future to the point where your
business has achieved stable operations. The first year of your financial statement projections should be monthby-month since cash flows are critical in the early stages of any startup. Second and third year financial
statements should be quarterly, and fourth and fifth years should be annual.
If possible, it is useful to include best case, expected case, and worse case scenarios for your financials. This
allows you and potential investors to explore the upside potential and downside risks of your venture. Be sure
that your financial projections are in congruence with the other sections of your plan. For example, if you say
you will open three stores in Year 2 and your financials show you opening five stores, potential investors will
quickly lose confidence in your plan.
The Financials section should be a discussion and description of your financial projections -- put the actual
financial spreadsheets in the appendices. Describe the timing and amount of investment that you will require to
achieve your plans. Then demonstrate that this investment is a good one by showing that profits, assets, and
ROI are all favorable as the business progresses. When potential investors and loan officers are finished with
this section, they should be anxious to invest.
Guidelines:
•
•
•

Consult your accountant and your attorney
Be conservative and honest
Use standard industry forms and formats

8.1 Start-up Funds
The section should identify all the costs associated with starting the business, expanding a current business, or
taking over a business as well as the sources of investment capital and/or borrowed money. Include a start-up
budget or estimate to account for the initial cost of the business.
Elements to consider when preparing a start-up budget include:
•
•
•
•
•
•
•

Personnel (costs prior to opening)
Legal/ Professional Fees
Occupancy
Equipment
Supplies
Salaries/Wages
Income

•
•
•
•
•
•

Utilities
Payroll expenses
Licenses/Permits
Insurance
Advertising/Promotions
Accounting

8.2 Financial History and Analysis (current businesses only)
A solid analysis of the past must precede any serious attempt to forecast the future. The Financial History and
Ratios spreadsheet allows you to put a great deal of financial information from other statements on a single page

for ease of comprehension and analysis. Your financial information is presented in dollars and percentages. Key
financial ratios are calculated automatically. You may also enter industry average ratios for comparison.
In an appendix, put year-end balance sheets, operating statements, and business income tax returns for the past 3
years, plus your most current balance sheet and operating statement.
8.3 Current Financial Position (current, takeover or franchise businesses only)
Provide in detail the current financial position of the company. Present the current balance sheet in an appendix.
Include all outstanding debts in an easy to understand format. A debt schedule may be useful here.
Debt Schedule
This table gives in-depth information that the financial statements themselves do not usually provide. Include a
debt schedule in the following format for each note payable on your most recent balance sheet.
Debt Schedule Table
Payable
To

Original
Amount

Original
Date

Present
Balance

Interest
Rate

Maturity
Date

Monthly
Payment

Security

Current /
Past Due

8.4 Operating Forecast
This section should provide an estimate of the sales and expenses your business will incur for a twelve- month
period. (Please contact the CLBC for a template in Microsoft Excel.)
Be sure to document any sources of information or any assumptions used for calculations.
8.5 Break-Even Analysis
This section should provide a calculation for the break-even point in dollars and units for the business. Include
all assumptions upon which your break-even calculation is based. (Please contact the CLBC for a template in
Microsoft Excel.)
A break-even analysis determines sales volume in dollars, at a given price, required to recover total costs.
Expressed as a formula, breakeven is:
𝐵𝑟𝑒𝑎𝑘 𝐸𝑣𝑒𝑛 𝑆𝑎𝑙𝑒𝑠 $ =

𝐹𝑖𝑥𝑒𝑑 𝐶𝑜𝑠𝑡𝑠
1 − Variable Cost

Fixed costs are expressed in dollars but variable costs are expressed as a percent of the total sales dollar amount.
To obtain the break-even point in terms of number of sales, simply divide the break-even sales (dollar amount)
by the price of your product.
8.6 Balance Sheet
The balance sheet is a "snapshot" of what you own and what you owe on a specific date. A "Pro Forma Balance
Sheet" shows how things will be in the future, under given conditions, rather than how they are now.

A balance sheet follows a standard format (please refer to the appendix for Balance Sheet template), however, it
may contain additional items depending on circumstances relating to the business for which it is prepared. State
the assumptions you used for all major changes between your last historical balance sheet and the projection.
8.7 Income Statement
The income statement (also referred to as a profit and loss statement, or operating statement) is a financial
statement that reveals whether or not a business has earned a profit or has suffered a loss after a specified
period. (Please refer to the Income Statement template below or contact the CLBC for a template in Microsoft
Excel.)
A “Pro Forma” Income Statement is used to show how things will be under given conditions rather than how
they are at present. Be sure to state any assumptions when creating your Income Statement.
8.8 Cash Flow
A cash flow statement identifies monthly inflows and outflows of cash. It reveals whether a company will have
enough money to meet its needs on a monthly basis. (Please refer to the Cash Flow template below or contact
the CLBC for a template in Microsoft Excel.)
Use the Income Statement as a starting point. For each item, determine when you actually expect to receive cash
(for sales) or when you will actually have to write a check (for expense items).
Your cash flow will show you whether your working capital is adequate. Clearly if your cash on hand goes
negative, you will need more. It will also show when and how much you need to borrow.
Explain your major assumptions, especially those which make the cash flow differ from the Profit and Loss
Statement, such as:
•
•
•
•

If you make a sale in month 1, when do you actually collect the cash? When you buy inventory or
materials, do you pay in advance, upon delivery or much later?
How will this affect cash flow?
Are some expenses payable in advance?
Are there irregular expenses, equipment purchase or inventory buildup which should be budgeted?

BALANCE SHEET
ASSETS
Current Assets
Cash
Accounts Receivable
Inventory
Prepaid Expenses
Other Current
Total Current Assets
Fixed Assets
Real Estate-Land
Buildings
Leasehold Improvements
Equipment
Furniture and Fixtures
Vehicles
Other Fixed Assets
Total Fixed Assets
Less: Accumulated Depreciation
TOTAL ASSETS
LIABILITIES AND OWNERS' EQUITY
Liabilities
Accounts Payable
Loan Payable
Mortgage Payable
Credit Card Debt
Vehicle Loans
Other Bank Debt
Line of Credit Balance
Total Liabilities
Owners' Equity
Common Stock
Retained Earnings
Dividends Dispersed
Total Owners' Equity
TOTAL LIABILITIES AND OWNERS' EQUITY

YEAR 1

YEAR 2

YEAR 3

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

INCOME STATEMENT
REVENUE
8(a)
Non-8(a) Gov't
Commercial
Total Sales
COST OF GOODS SOLD
Material Purchases
Direct Labor
Subcontractors
Other Direct Costs
Gross Profit
VARIABLE EXPENSES
Salaries-Officers
Gross Wages
Welfare & Pension
Repairs and Maintenance
Auto and Truck
Bad Debts
Administrative
Advertising
Operating, Supplies, & Other
Total Variable Expenses
FIXED EXPENSES
Rent
Utilities
Insurance
Taxes & Licenses
Interest
Depreciation
Total Fixed Expenses
NET PROFIT (before income taxes)

YEAR 1

YEAR 2

YEAR 3

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

$ 0.00

CASH FLOW PROJECTION | YEAR:

1

2

3

4

5

6

7

8

9

10

11

12

RECEIPTS:
Cash on hand (beginning)

$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00

Receipts-Sales
Other Receipts
Total Receipts

$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00

DISBURSEMENTS:
Purchases
Gross Wages, Payroll Exp. (taxes, etc.)
Outside Services
Accounting & Legal
Rent
Insurance
Utilities & Telephone
Taxes (income, property, etc.)
Interest
Repairs & Maintenance
Auto, Trucks, & Travel Equip.
Equipment Purchases
Loan Repayments
Other Cash Payments
Total Cash Paid Out

$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00

END OF MONTH CASH BALANCE

$ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00 $ 0.00

9. OFFERING OR FUNDING REQUEST
The offering (or funding request) is where you make your pitch for money. If you have decided to seek equity
capital, then you need to offer the potential investor (venture capital firm, angel, alliance partner, friends and
family) a specified share of your company in return for a specific amount of money. If you are seeking a loan,
you need to request a potential lender (bank, customer, friends and family) for a specific amount of money in
return for the principal plus interest. In either case, it is important that you be specific with your funding needs,
sell the advantages of your proposal to the investor, and make it clear how investors can get their money back,
i.e. what is their gain (ROI). In addition, it is important that you persuade investors that the deal you are offering
is fair to them and is supported by facts. Finally, remember that everything is open to negotiation, so do not give
away the farm on the first round.
9.1 Offer
Clearly, state the offer your business will use to approach potential investors. It is important here to consider:
•
•
•
•
•
•
•

What is the structure of the deal you are offering or seeking?
How much money do you want?
How much of the company are you willing to give away?
How much interest are you willing to pay?
What collateral do you have for a loan?
What is the planned exit strategy for investors?
What is the anticipated return on investment for investors?

9.2 Capital Requirements
Clearly, state the capital needed to start or expand your business. You should have a very clear idea of how
much money you will need to operate your business for the first full year. If possible, summarize how much
money has been invested in the business to date and how it is being used. Describe why you need the funds and
how both parties will benefit from the opportunity. Keep in mind that one of the most common causes of new
business failures is under-capitalization. Investors and loan officers want to know when they will get their
money back, so be sure to explain how and when you will repay the investment or loan. If the loan for initial
capital will be based on security instead of equity, you should also specify the source of collateral.
9.3 Risk/Opportunity
Risks are a part of any business, especially a new one. Here, it is important to show potential investors and loan
officers that you have taken into consideration the risk involved in starting or expanding your venture. Illustrate
the market, pricing, product, and management risks as well as how you plan to cope with them.
Convey to the investor that the company and product/service truly fills an unmet need in the marketplace.
Describe and quantify the opportunity. Explain why you are in business along with the reasons why you will be
able to take advantage of this opportunity. Be sure to answer the following questions that are usually asked by
potential investors:
•
•
•
•
•

Have you considered all the potential risks involved?
Does your business have a contingency plan in place for all of the risks you have mentioned?
What makes this opportunity unique?
What are the financial risks for your business? How will these risks be minimized?
What is the worst-case scenario? How will your business handle this?

9.4 Valuation of Business
What is the value of your company? How do you calculate this value?
9.5 Exit Strategy
All good business plans include a section that lays out the strategy you will follow should investors decide or
need to cash out (end their involvement and recoup their investment). This can involve, for example, selling the
business, merging, a buyout by a partner/shareholder, getting acquired or issuing an initial public offering
(IPO). The strategy to be laid out here can be based on a target dollar figure you want to reach, revenue growth,
the market's reception to your idea, or a consensus among top officers.

10. REFINING THE PLAN
The generic business plan presented above should be modified to suit your specific type of business and the
audience for which the plan is written.
10.1 For Raising Capital
For Bankers: Bankers want assurance of orderly repayment. If you intend on using this plan to present to
lenders, include:
•
•
•
•

•

Amount of loan
How the funds will be used?
What will this accomplish (how will it make the business stronger)?
Requested repayment terms (number of years to repay). You will probably not have much negotiating
room on interest rate, but may be able to negotiate a longer repayment term, which will help your cash
flow.
Collateral offered and list of all existing liens against collateral

For Investors: Investors have a different perspective. They are looking for dramatic growth, and they expect to
share in the rewards.
•
•
•
•
•
•
•
•
•

Funds needed in the short term
Funds needed in 2 to 5 years
How company will use funds and what this will accomplish for growth
Estimated return on investment
Exit strategy for investors (e.g. buyback, sale, IPO)
Percent of ownership you will give up to investors
Milestones or conditions you will accept
Financial reporting to be provided
Involvement of investors on the Board or in management

10.2 Refine According to Type of Business
Manufacturing:
• Provide production levels
• Provide levels of direct production costs and indirect (overhead) costs
• Gross profit margin, overall and for each product line
• Production/capacity limits of existing physical plant or of expanded plant (if expansion is planned)

•
•
•
•
•
•

Production/capacity limits of existing equipment or of new equipment (if new equipment is planned)
Potential production efficiency increases
Prices per product line
Purchasing and inventory management procedures
Anticipated modifications or improvements to existing products
New products under development or anticipated

Service Businesses
Service providers sell intangible products. They are usually more flexible than other types of businesses, but
they also have higher labor costs and generally very little in fixed assets.
•
•
•
•
•
•
•
•
•
•

Prices, methods used to set prices
System of production management
Quality control procedures
Industry averages or accepted quality standards
How is labor productivity measured?
What percent of total available hours are actually billed to customers?
Break-even billable hours
Percent of work subcontracted to other firms
Credit, payment, and collection policies and procedures
Strategy for keeping client base, strategy for attracting new clients

High Technology Companies
• Economic outlook for the industry
• Do you have information systems in place to manage changing prices, costs, and markets?
• Do you employ the best available technologies and does it keep up with updates/upgrades?
• What is the status of R&D? And what is required to:
o Bring product/service to market?
o Keep the company competitive?
• How does the company:
o Protect intellectual property?
o Avoid technological obsolescence?
o Supply necessary capital?
o Retain key personnel?
If your company is not yet profitable or perhaps does not yet generate sales, you must do longer-term financial
forecasts to show when profit take-off will occur. All your assumptions must be well document and well
argued.
Retail Business
• Company image
• Pricing:
o Explain markup policies
o Prices should be profitable, competitive and in accord with company image
• Inventory:

•
•

•

•

o Selection and price should be consistent with company image
o Calculate your annual inventory turnover rate. Compare this to industry average for your type
store
Customer service policies: should be competitive and in harmony with company image
Location:
o Does it give the exposure you need? Is it convenient for customers? Is it consistent with
company image?
Promotion:
o Methods used and budget
o Does it project a consistent company image?
Credit:
o Do you extend credit to customers? If yes, do you really need to, and do you factor the cost into
prices?

11. APPENDIX
The appendix is where you should provide all of the documentation that supports the body of your business
plan. Include those documents that are required (e.g. financial projections), those that are helpful (e.g. results of
marketing studies), and those that assist in selling your idea (e.g. letters of interest from potential customers).
Do not include lots of tangential information such as newspaper clippings or tables of data unless they really
serve to bolster your plan. One way to deal with information that is voluminous and/or lengthy (such as a large
market research study) is to summarize it, and note in the plan that the complete document is available upon
request.
Templates for all financial documents below are provided separately. Contact the CLBC if you did not receive
these templates.
Appendices Checklist:
• Include financial documents such as:
o Start-up Budget
o Financial History and Ratios
o Financial Projections
o Break-Even Analysis
o Balance sheet
o Income statement
o Sales Forecast
o Cash flow statement
• Include documents which you believe could be of interest to potential investors and loan officers. This
may include:
o Product literature and brochures
o Market research data
o Surveys and Studies
o Detailed account of ongoing operations
• Have you included all documents needed to support your plan?
• Do you provide support for assumptions, trends, and comparisons
• Do you provide support for your development plan?

C H A P T E R 4: C R E A T I N G Y O U R B U S IN E S S
This chapter focuses on the process of creating your business in North Carolina,
which is a great place to start a business. 1
Many of the business forms discussed in this chapter require filing some
document with the state or local government and will become public record.
Failing to properly complete the form or maintain legal compliance after filing
the initial paperwork can have serious consequences. Therefore, we strongly
encourage you to contact the CLBC for assistance with these documents.
 NOTE: The Corporations Division will review your paperwork for
completeness, not accuracy. Be sure to carefully review each document in
detail. Also, don’t include personal identifying information within any
document you file with the Corporations Division. Examples of personal
identifying information are: residential address (unless that address will be the
principal office), date of birth, Social Security Number or federal identification number.

RECENT NORTH CAROLINA TAX CHANGES
House Bill 998 (S.L. 2013-316) reduces individual income and business tax rates. To help offset the revenue
loss from rate reductions applicable to all taxpayers, the bill eliminates some deductions and tax credits and
expands the sales tax base.
House Bill 998
Individual Income
Corporate Income

Previous Tax Rate
6%, 7%, 7.75%
6.9%

New Tax Rates (effective dates)
5.8% (2014) and 5.75% (2015)
6% (2014) and 5% (2015)

For more information, download this summary from the N.C. Dept. of Revenue or contact your accountant.

ENTITY SELECTION
The first step in this process is to choose which type of entity to create. The structure of a business affects
taxation, legal and financial liability, as well as decision-making authority. Thus, it is very important that you
take the time to understand the advantages and disadvantages of each type of entity. For additional information,
watch this video on entity selection.
Although the basic structures and forms of organization are described below, these descriptions are for
informational purposes only, and are not intended to be, nor should you rely on them as, legal advice. Before
selecting a business structure, it is advisable to consult your attorney and accountant as each structure carries
with it unique legal and tax consequences.
The CLBC can also provide assistance with these matters, and we encourage you to contact the CLBC for
assistance before filing any documents with the Secretary of State. The CLBC has years of experience working
with the Corporations Division and will be happy to help you.

1

For other states, see NOLO’s 50-State Guide to Forming a Corporation.

SOLE PROPRIETORSHIP (SP)
A sole proprietorship is an unincorporated 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. The
owner is personally and legally responsible for his or her actions, including any actions taken on behalf of or
in the name of the business. All profit or loss from a sole proprietorship belongs to the owner. You include the
income and expenses of the business on your personal tax return. Certificate of Assumed Name forms for sole
proprietorships must be signed by the individual owner.
SP Taxation
Because you and your business are one and the same, the business itself is not taxed separately – the sole
proprietorship income is your income. You report income and/or losses and expenses with a Schedule C and the
standard Form 1040. The “bottom-line amount” from Schedule C transfers to your personal tax return. It’s your
responsibility to withhold and pay all income taxes, including self-employment and estimated taxes. You can
find more information about sole proprietorship taxes and other forms at IRS.gov.
For more information on sole proprietorships, see IRS Publication 334, Tax Guide for Small Business. If you are
a farmer, see Publication 225, Farmer's Tax Guide.
SP Advantages
• Easy and inexpensive to form: A sole proprietorship is the simplest and least expensive business
structure to establish. Costs are minimal, with legal costs limited to obtaining the necessary license or
permits.
• Complete control. Because you are the sole owner of the business, you have complete control over all
decisions. You aren’t required to consult with anyone else when you need to make decisions or want to
make changes.
• Easy tax preparation. Your business is not taxed separately, so it’s easy to fulfill the tax reporting
requirements for a sole proprietorship. The tax rates are also the lowest of the business structures.
SP Disadvantages
• Unlimited personal liability. Because there is no legal separation between you and your business, you
can be held personally liable for the debts and obligations of the business. This risk extends to any
liabilities incurred as a result of employee actions.
• Hard to raise money. Sole proprietors often face challenges when trying to raise money. Because you
can’t sell stock in the business, investors won't often invest. Banks are also hesitant to lend to a sole
proprietorship because of a perceived lack of credibility when it comes to repayment if the business
fails.
• Heavy burden. The flipside of complete control is the burden and pressure it can impose. You alone are
ultimately responsible for the successes and failures of your business.
How to Form a SP
You do not have to take any formal action to form a sole proprietorship. As long as you are the only owner, this
status automatically comes from your business activities. In fact, you may already own one without knowing it.
If you are a freelance writer, for example, you are a sole proprietor.
But like all businesses, you need to obtain the necessary licenses and permits. Regulations vary by industry,
state and locality. Use the Licensing & Permits tool to find a listing of federal, state and local permits, licenses

and registrations you'll need to run a business. We also encourage you to contact a BLNC Counselor who will
walk you through all of the requirements.
If you choose to operate under a name different than your own, you will have to file a fictitious name (also
known as an assumed name, trade name, or DBA name, short for "doing business as"). You must choose an
original name; it cannot already be claimed by another business.
Before any sole proprietorship engages in business in North Carolina under an assumed name, the business
name must be registered. An assumed name is any name, other than the real (legal) name, of the owner or
owners the business. Assumed Name forms are filed with the County Register of Deeds in which you will
operate your business.
 NOTE: There is no statewide name registration for Sole Proprietorships or General Partnerships. You must
file your name in each county that you conduct business.
To file your Sole Partnership business name, download the Certificate of Assumed Name form from the BLNC
website and file it with the County Register of Deeds Office where you intend to do business.

PARTNERSHIPS
A partnership is a single business where two or more people share ownership. Each partner contributes to all
aspects of the business, including money, property, labor or skill. In return, each partner shares in the profits
and losses of the business.
Because partnerships entail more than one person in the decision-making process, it’s important to discuss a
wide variety of issues up front and develop a legal partnership agreement. This agreement should document
how future business decisions will be made, including how the partners will divide profits, resolve disputes,
change ownership (bring in new partners or buy out current partners) and how to dissolve the partnership.
Although partnership agreements are not legally required, they are strongly recommended and it is considered
extremely risky to operate without one.
The following is a general overview of a few of the different types of partnerships that exist in North Carolina.
Please contact the CLBC for additional information.
Types of Partnerships
(1) General Partnership (GP)
A general partnership is formed by two or more persons who agree to contribute money, labor and/or skill to a
business and to share its profits, losses and management. Each person contributes money, property, labor, or
skill, and expects to share in the profits and losses of the business. All partners typically are held jointly and
severally liable for their own actions and the actions of the other partners. For partnerships, the Certificate of
Assumed Name form must be signed by each partner.
How to Form a GP
Before any partnership engages in business in North Carolina under an assumed name, the business name must
be registered. An assumed name is any name, other than the real (legal) name, of the owner or owners the
business. Assumed Name forms are filed with the County Register of Deeds in which you will operate your
business.

 NOTE: There is no statewide name registration for Sole Proprietorships or General Partnerships. You must
file your name in each county that you conduct business.
To file your General Partnership business name, download the Certificate of Assumed Name form from the
BLNC website and file it with the County Register of Deeds Office where you intend to do business.
(2) Limited Partnership (LP)
A limited partnership is a partnership with two types of partners: general partners and limited partners. The
general partners manage the business and are subject to unlimited liability; that is, the general partners are
personally liable for the debts and obligations of the partnership. Generally, limited partners (typically
investors) are not personally liable for the debts and obligations of the company.
How to Form an LP
To form an LP, you must complete the form, Certificate of Domestic Limited Partnership.
(3) Limited Liability Partnership (LLP)
A Limited Liability Partnership, or LLP (also referred to as a Registered Limited Liability Partnership, or
RLLP), has only general partners (no “limited partners”), but nonetheless affords protection from personal
liability. LLPs are frequently businesses that provide professional services, such as law firms.
How to Form an LLP
A general partnership becomes an LLP by filing the Application for Registration of a LLP form with the
Secretary of State. For partnerships, including LLPs, the Certificate must be signed by the individual owner.
Partnership Taxation
A partnership must file an “annual information return” (Form D-403A and Form 1065) to report the income,
deductions, gains and losses from the business’s operations, but the business itself does not pay income tax.
Instead, the business "passes through" any profits or losses to its partners. Partners include their respective share
of the partnership's income or loss on their personal tax returns.
Partnership taxes also generally include employment taxes, such as Social security and Medicare taxes and
income tax withholding, Federal Unemployment (FUTA) Tax, and Depositing employment taxes. Partnerships
may also be subject to Excise Taxes.
Partners are not employees and should not be issued a Form W-2. The partnership must furnish copies of
Schedule K-1 (Form 1065) to the partners by the date Form 1065 is required to be filed, including extensions.
Partners in the partnership are responsible for several additional taxes, including Income Tax, Self-Employment
Tax, and Estimated Tax.
The IRS guide to Partnerships provides all relevant tax forms and additional information regarding their purpose
and use. For additional information, see Publication 541, Partnerships or contact the CLBC for assistance.
Advantages of a Partnership
• Easy and Inexpensive. Partnerships are generally an inexpensive and easily formed business structure.
The majority of time spent starting a partnership often focuses on developing the partnership agreement.
• Shared Financial Commitment. In a partnership, each partner is equally invested in the success of the
business. Partnerships have the advantage of pooling resources to obtain capital. This could be beneficial
in terms of securing credit, or by simply doubling your seed money.

•
•

Complementary Skills. A good partnership should reap the benefits of being able to utilize the
strengths, resources and expertise of each partner.
Partnership Incentives for Employees. Partnerships have an employment advantage over other entities
if they offer employees the opportunity to become a partner. Partnership incentives often attract highly
motivated and qualified employees.

Disadvantages of a Partnership
• Joint and Individual Liability. Similar to sole proprietorships, general partnerships retain full, shared
liability among the owners. Partners are not only liable for their own actions, but also for the business
debts and decisions made by other partners. In addition, the personal assets of all partners can be used to
satisfy the partnership’s debt. The same applies to general partners in a limited partnership – only
limited partners enjoy limited liability. In a limited liability partnership, however, all partners are
general partners and all enjoy limited liability. Thus, depending on the form of partnership and the
partner’s role, this could be seen as an advantage or disadvantage.
• Disagreements Among Partners. With multiple partners, there are bound to be disagreements Partners
should consult each other on all decisions, make compromises, and resolve disputes as amicably as
possible.
• Shared Profits. Because partnerships are jointly owned, each partner must share the successes and
profits of their business with the other partners. An unequal contribution of time, effort, or resources can
cause discord among partners.
Summary of the various partnership arrangements in North Carolina:
Type of
Partnership

Description

Partners

Created By

Liability

Annual
Report

General Partnership
(GP)

Formed between
two or more
persons

At least two
General
Partners

Operating Agreement
and possibly filing a
d/b/a at the county
level.

Unlimited

No

At least one
limited partner and
one general
partner
A general
partnership having
limited liability
Limited
partnership that
has limited
liability

At least one
General and
one Limited
Partner
At least two
General
Partners
At least one
General and
one Limited
Partner

Limited Partnership
(LP)
Limited Liability
Partnership (LLP)
Limited Liability
Limited Partnership
(LLLP / RLLLP)

Only the limited partner
Filing a Registration at
has limited liability;
the Secretary of
general partner has no
State’s Office
protection
Filing a Registration at
All partners have
the Secretary of
limited liability
State’s Office
Filing a Registration at Both general partners
the Secretary of
and limited partners
State’s Office
have limited liability

No

Yes

Yes

Summary of who must sign partnership documents filed with the N.C. Secretary of State:
Type of Document
Certificate of Limited Partnership
Amendment to Certificate of Limited Partnership
Certificate of Cancellation (Domestic)
Certificate of Cancellation (Foreign)
Application for Registration of Foreign Limited
Partnership
All other partnership documents

Must be Signed By
All General Partners
At least one General Partner and all new General Partners
All General Partners
At least one General Partner who is of record
At least one General Partner who is identified in the document
At least one General Partner

LIMITED LIABILITY COMPANY (LLC)
A Limited Liability Company, or LLC, has some of the characteristics of partnerships and some of the
characteristics of corporations. The owners of a limited liability company are called members. LLCs are
managed by the members or by managers who may or may not be members. Members enjoy “limited liability.”
Unlike some other states, North Carolina permits single member LLCs.
A limited liability company may be organized to avoid “double taxation” which frequently accompanies a
corporation. Thus, an LLC may be classified as either a partnership, a corporation, or an entity disregarded as an
entity separate from its owner. For more information, see the instructions for Form 8832, Entity Classification
Election (located on page 4).
How to Organize Your LLC

Articles of Organization
A North Carolina LLC is created by filing Articles of Organization with the North Carolina Secretary of State.
The registration fee, which is due at the time of filing, is subject to change so make sure to check with the
Secretary of State before filing. 2
 NOTE: The Articles of Organization form was updated on January 1, 2014. The new LLC statute (Chapter
57D) also went into effect January 1, 2014 (Chapter 57C is repealed). This statute applies to all LLCs, even
those formed before January 1, 2014.
We highly recommend you read the Secretary of State’s Guide to Organizing Your Limited Liability Company
in North Carolina. The Secretary’s website also has a useful FAQ page and Checklist for Early Stage
Businesses.
Operating Agreement
In an LLC, a set of rules known as the Operating Agreement governs the internal administration and regulation
of the affairs of the company along with the Articles of Organization. The Operating Agreement may contain
any provisions not inconsistent with the law or the Articles of Organization.
Although North Carolina does not require an LLC to have an operating agreement, executing one is highly
advisable because it structures your LLC's finances and organization, and provides rules and regulations for
smooth operation. The operating agreement usually includes percentage of interests, allocation of profits and
losses, member's rights and responsibilities and other provisions.
In the absence of such an agreement, statutory provisions and default rules will control the members’ rights
when a dispute arises. If a written operating agreement is created, it does not need to be filed with the N.C.
Secretary of State. Contact the CLBC for assistance with forming your LLC.
Instructions and forms to file Corporations, Limited Liability Companies (LLC), Limited Partnerships (LP), and
Limited Liability Partnerships (LLP) are available by telephone, letter, in person or via the Secretary of State
website. However, we strongly encourage you to contact the CLBC for assistance before filing any documents
with the Secretary of State. The CLBC has years of experience working with the Corporations Division and will
be happy to help you.

2

From the Corporation Division’s homepage, scroll to the bottom to find the Fee Schedule.

LLC Taxation
In the eyes of the federal government, an LLC is not a separate tax entity, so the business itself is not taxed.
Instead, all federal income taxes are passed on to the LLC's members and are paid through their personal
income tax. While the federal government does not tax income on an LLC, some states do, so check with
your state's income tax agency.
Since the federal government does not recognize LLC as a business entity for taxation purposes, all LLCs must
file as a corporation, partnership, or sole proprietorship tax return. Certain LLCs are automatically classified
and taxed as a corporation by federal tax law. For guidelines about how to classify an LLC, visit IRS.gov.
LLCs that are not automatically classified as a corporation can choose their business entity classification. To
elect a classification, an LLC must file Form 8832. This form is also used if an LLC wishes to change its
classification status. Read more about filing as a corporation or partnership and filing as a single member LLC at
IRS.gov.
There is always the possibility of requesting S-Corp status for your LLC. The CLBC can advise you on the pros
and cons. You'll have to make a special election with the IRS to have the LLC taxed as an S-Corp using Form
2553. You must file prior to the first two months and fifteen days of the beginning of the tax year in which the
election is to take effect. For more information about S-Corp status, visit IRS.gov or read Should My Company
be an LLC, an S-Corp or Both?
In summary, an LLC with either a single member or more than one member can elect to be classified as a
corporation rather than be classified as a partnership or disregarded entity under the default rules discussed
earlier. File Form 8832, Entity Classification Election, to elect classification as a C corporation. File Form
2553, Election by a Small Business Corporation, to elect classification as an S corporation. LLCs electing
classification as an S corporation are not required to file Form 8832 to elect classification as a corporation
before filing Form 2553. By filing Form 2553, an LLC is deemed to have elected classification as a corporation
in addition to the S corporation classification.
 NOTE: If the LLC elects to be classified as a corporation by filing Form 8832, a copy of the LLC's Form
8832 must be attached to the federal income tax return of each direct and indirect owner of the LLC for the tax
year of the owner that includes the date on which the election took effect.
You should file the following tax forms depending on your classification:
LLC Classification Options
Disregarded Entity/Single
Member LLC (SMLLC)
Partnership
S-Corporation
Corporation (Regular “C”
Corporations)

Federal Tax Forms
Schedule C, E, or F on owner’s
personal income tax returns (1040)
Form 1065
Form 1120S

N.C. Tax Forms
Form D-400 C on owner’s personal
income tax returns
Form D-403
Form CD-401S

Form 1120

Form CD-405

Read more about tax requirements for LLCs on IRS.gov.
Advantages of an LLC
• Limited Liability. Members are protected from personal liability for business decisions or actions of the
LLC. This means that if the LLC incurs debt or is sued, members' personal assets are usually exempt.
This is similar to the liability protections afforded to shareholders of a corporation. Keep in mind that

•
•

limited liability means "limited" liability - members are not necessarily shielded from wrongful acts,
including those of their employees.
Less Recordkeeping. An LLC's operational ease is one of its greatest advantages. Compared to an SCorporation, there is less registration paperwork and there are smaller start-up costs.
Sharing of Profits. There are fewer restrictions on profit sharing within an LLC, as members distribute
profits as they see fit. Members might contribute different proportions of capital and sweat equity.
Consequently, it's up to the members themselves to decide who has earned what percentage of the
profits or losses.

Disadvantages of an LLC
• Limited Life. In many states, when a member leaves an LLC, the business is dissolved and the members
must fulfill all remaining legal and business obligations to close the business. The remaining members
can decide if they want to start a new LLC or part ways. However, you can include provisions in your
operating agreement to prolong the life of the LLC if a member decides to leave the business.
• Self-Employment Taxes. Members of an LLC are considered self-employed and must pay the selfemployment tax contributions towards Medicare and Social Security. The entire net income of the LLC
is subject to this tax.

CORPORATIONS
A Corporation, also known as a C-Corporation, is a separate legal entity from the individual who formed it (the
incorporator) and its owners. Owners are called shareholders and are generally protected from personal
liability. The corporation itself is held legally liable for the actions and debts the business incurs.
Directors are those persons who are responsible for the management of the corporation. A corporation is
required to have at least one director, or it may have more. The Articles of Incorporation or the bylaws may
contain provisions for electing the directors. The directors are elected or appointed in the manner and for the
terms as provided in the Articles of Incorporation or bylaws.
The day-to-day management of the corporation is provided by the officers of the corporation. The officers are
elected or appointed as prescribed in the bylaws and their performance is overseen by the directors. If there is
no such provision for their election or appointment, the officers are usually elected or appointed annually by the
board of directors. The officers usually consist of a president, one or more vice-presidents, a secretary, a
treasurer, and any other officer deemed necessary.
Corporations are more complex than other business structures because they tend to have costly administrative
fees and complex tax and legal requirements. Because of these issues, corporations are generally suggested for
established, larger companies with multiple employees.
However, a C-Corporation provides a structure in which investors can invest capital. Investors, bankers and
other parties interested in taking on ownership of your business will likely require that the business be a CCorporation. This is a structure with which investors and acquirers are familiar. If you anticipate selling
ownership in the business or raising capital for your business, a C-Corporation is an entity type you should
consider.

Corporation Taxation
Corporations are required to pay federal, state, and in some cases, local taxes. Most businesses must register
with the IRS and state and local revenue agencies, and receive a tax ID number or permit.
When you form a corporation, you create a separate tax-paying entity. Regular corporations are called “C
corporations” because Subchapter C of Chapter 1 of the Internal Revenue Code is where you find general tax
rules affecting corporations and their shareholders.
Unlike sole proprietors and partnerships, corporations pay income tax on their profits. In some cases,
corporations are taxed twice – first, when the company makes a profit, and again when dividends are paid to
shareholders on their personal tax returns. Corporations use IRS Form 1120 to report revenue to the federal
government.
Shareholders who are also employees pay income tax on their wages. The corporation and the employee each
pay one half of the Social Security and Medicare taxes, but this is usually a deductible business expense.
Read more about tax requirements for Corporations on IRS.gov.
How to Incorporate Your Business
We highly recommend you read the Secretary of State’s Guide to Incorporating Your Business in North
Carolina. The Secretary’s website also has a useful FAQ page and Checklist for Early Stage Businesses, and
IRS Publication 542, Corporations is also helpful. However, we strongly encourage you to contact the CLBC
for assistance with these documents.
Articles of Incorporation 3
Incorporation is the process of forming a new corporation. A North Carolina corporation is created by filing
Articles of Incorporation with the North Carolina Secretary of State. 4 The registration fee, which is due at the
time of filing, is subject to change so make sure to check with the North Carolina Secretary of State before
filing. 5 The CLBC has extensive experience forming corporations and will be happy to assist you.
Once the Articles of Incorporation have been filed with the Secretary of State, there are several more steps
you’ll need to take before you can actually begin operating as a corporation. First, you will need to hold an
organizational meeting at which you will elect directors (if they were not specifically named in your Articles of
Incorporation). Next, you should adopt a set of corporate by-laws and issue shares of stock. Then, adopt
banking resolutions for your corporation and fix dates for the start and end of each corporate fiscal year. You
must also obtain your corporation’s tax identification numbers from the North Carolina Department of Revenue
and the IRS, and check with Business Link North Carolina to see if your corporation needs a license to operate.
Bylaws
In corporations, a set of rules known as the Bylaws governs the internal administration and regulation of the
affairs of the company along with the Articles of Incorporation. The Bylaws may contain any provisions not
inconsistent with the law or the Articles of Incorporation. The Bylaws do not have to be filed with the N.C.
Secretary of State.
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Also called a charter, certificate of incorporation or letters patent
To register a business name for a sole proprietorship or general partnership, contact the County Register of Deeds Office where you
intend to do business.
5
From the Corporation Division’s homepage, scroll to the bottom to find the Fee Schedule.
4

The person who signs and files the Articles of Incorporation is known as the incorporator. The incorporator or
board of directors of a corporation must adopt initial bylaws for the corporation. You can find the North
Carolina statute relating to the organizational meeting at N.C. Gen. Stat. § 55-2-05.
Advantages of a Corporation
• Limited Liability. When it comes to taking responsibility for business debts and actions of a
corporation, shareholders’ personal assets are protected. Shareholders can generally only be held
accountable for their investment in stock of the company.
• Ability to Generate Capital. Corporations have an advantage when it comes to raising capital for their
business - the ability to raise funds through the sale of stock.
• Corporate Tax Treatment. Corporations file taxes separately from their owners. Owners of a
corporation only pay taxes on corporate profits paid to them in the form of salaries, bonuses, and
dividends, while any additional profits are awarded a corporate tax rate, which is usually lower than a
personal income tax rate.
• Attractive to Potential Employees. Corporations are generally able to attract and hire high-quality and
motivated employees because they offer competitive benefits and the potential for partial ownership
through stock options.
Disadvantages of a Corporation
• Time and Money. Corporations are costly and time-consuming ventures to start and operate.
Incorporating requires start-up, operating and tax costs that most other structures do not require.
• Double Taxing. In some cases, corporations are taxed twice - first, when the company makes a profit,
and again when dividends are paid to shareholders.
• Additional Paperwork. Because corporations are highly regulated by federal, state, and in some cases
local agencies, there are increased paperwork and recordkeeping burdens associated with this entity.

S-CORPORATION
An S corporation is a regular corporation that has elected "S corporation" tax status. An eligible domestic
corporation can avoid double taxation (once to the corporation and again to the shareholders – see example
below) by electing to be treated as an S corporation. Generally, an S corporation is exempt from federal income
tax other than tax on certain capital gains and passive income. On their tax returns, the S corporation's
shareholders include their share of the corporation's separately stated items of income, deduction, loss, and
credit, and their share of non-separately stated income or loss. Read more about tax requirements for SCorporations on IRS.gov.
How to Form an S-Corporation
To create an S corporation, you must first create a regular corporation by filing Articles of Incorporation with
the Secretary of State. If the company meets the stringent eligibility requirements discussed next, the
corporation must submit Form 2553, Election by a Small Business Corporation, signed by all the shareholders.
Eligibility Requirements
Generally corporations may choose this tax election if they meet the following requirements: 6

6
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•
•
•
•
•

•
•

Be an eligible corporation (certain corporations, such as financial institutions, insurance companies, and
domestic international sales corporations, are prohibited from becoming an S-Corporation).
Be filed as a U.S. corporation (a domestic corporation)
Maintain only one class of stock
Maintain a maximum of 100 shareholders
Be comprised solely of (“allowable”) shareholders who are individuals, estates or certain qualified
trusts, who consent in writing to the S-Corporation election
o May not include partnerships, corporations or non-resident alien shareholders
All shareholders must have a US Social Security Number
Corporate fiscal year ends December 31st

All of the required information, including information on where to file, is available in the Instructions for Form
2553. For further information, see IRS Form 1120S, U.S. Income Tax Return for an S Corporation.
Fortunately, a decision to elect to be an S corporation isn't permanent. If your business later becomes more
profitable and you find there are tax advantages to being a regular corporation, you can drop your S corporation
status after a certain amount of time.
Advantages of S Corporation Status
• Forming an S corporation generally allows you to pass business losses through to your personal income
tax return, where you can use it to offset any income that you (and your spouse, if you're married) have
from other sources.
• When you sell your S corporation, your taxable gain on the sale of the business can be less than it would
have been had you operated the business as a regular corporation.
• S corporation shareholders are not subject to self-employment taxes (active LLC owners are). These
taxes, which add up to more than 15% of your income, are used to pay your Social Security and
Medicare taxes.
Disadvantages of S Corporation Status
• To become an S Corporation, you must meet strict eligibility requirements (discussed above).
• You can get the benefits of limited liability and pass-through taxation by creating a limited liability
company (LLC). Because an LLC offers its owners the significant advantage of greater flexibility in
allocating profits and losses, and because LLCs aren't subject to the many restrictions of S corporations,
forming an LLC is often the better choice.
• S corporation profits and losses may be allocated only in proportion to each shareholder's interest in the
business.
• An S corporation shareholder may not deduct corporate losses that exceed his or her "basis" in corporate
stock – which equals the amount of the shareholder's investment in the company plus or minus a few
adjustments.
• S corporations may not deduct the cost of fringe benefits provided to employee-shareholders who own
more than 2% of the corporation.

PROFESSIONAL CORPORATIONS & PROFESSIONAL LLCS
Professional corporations and professional LLCs are filed with the Corporations Division of the Department of
the Secretary of State. To determine whether a particular corporation is or could be a "professional corporation,"

it is necessary to examine the requirements of NCGS 55B-2(5). See the Secretary of State’s FAQ publication, or
contact the CLBC for assistance after reviewing the steps outlined below.
In order to qualify as a Professional Corporation the ownership of the company must meet N.C.G.S. 55B-6 and
55B-4(3), which require at least two-thirds (⅔) ownership by licensees and at least one North Carolina licensee
for each profession that will be offered who is an officer, director and shareholder in the corporation. Up to onethird (⅓) of the company may be owned by non-licensed employees. No company may be an owner of the
Professional Corporation.
Steps to Creating a Professional Business Entity
1.
Determine if you are required to file pursuant to Chapter 55B, the Professional Corporation Act. See
below, “Do I need to file under Chapter 55B?”
2.
Determine what the procedures are for the specific licensing board for which you are licensed. The link
“Licensing Board Requirements” will direct you to the specific procedures for each licensing board
under Chapter 55B.
3.
Follow through to completion all necessary requirements of the licensing board. Many licensing boards
require the applicant to return a filed copy of the Articles of Incorporation/Organization prior to their
issuance of a license.
Do I need to file under Chapter 55B?
You will need to file under Chapter 55B to create a Professional Corporation, Limited Liability Company or
Partnership if you answer “Yes” to the following two questions:
1.
2.

Do you want to create a business corporation or limited liability company?
Are you licensed by one of the following licensing boards?
• Chapter 83A, "Architects";
• Chapter 84, "Attorneys-at-Law";
• Chapter 93, "Public Accountants"; and the following Articles in
• Chapter 90:
o Article 1, "Practice of Medicine,”
o Article 2, "Dentistry,"
o Article 6, "Optometry,"
o Article 7, "Osteopathy,"
o Article 8, "Chiropractic,"
o Article 9A, "Nursing Practice Act," with regard to registered nurses,
o Article 11, "Veterinarians,"
o Article 12A, "Podiatrists,"
o Article 18A, "Practicing Psychologists,"
o Article 18C, "Marriage and Family Therapy Licensure,"
o Article 18D, "Occupational Therapy,"
o Article 22, "Licensure Act for Speech and Language Pathologists and Audiologists," and
o Article 24, "Licensed Professional Counselors";
• Chapter 89C, "Engineering and Land Surveying";
• Chapter 89A, "Landscape Architects";
• Chapter 90B, "Social Worker Certification and Licensure Act" with regard to Licensed Clinical
Social Workers as defined by G.S. 90B-3;

•
•
•

Chapter 89E, "Geologists";
Chapter 89B, "Foresters"; and
Chapter 89F, "North Carolina Soil Scientist Licensing Act".

If you answered “Yes” to the above two questions, you will need to follow the specific procedures of the
specific licensing board to create a business entity.
A Professional Corporation may change to a Corporation only with the approval of the licensing board. A letter
from the licensing board it required.
Forms are available on the Secretary of State’s website for both Professional Corporations and Professional
LLCs.

FREQUENTLY ASKED QUESTIONS
Choosing a Name
Choosing a proper and valid name for your business is an important part of the incorporation process because
you could be sued for unfair competition or trade name infringement if it’s too similar to another corporation’s
name as to deceive or confuse the public.
Generally, establishing a name for your business involves:
1.
2.
3.
4.

Selecting a name
Determining whether it is feasible to use the name;
Putting the name in use; and
Deciding on a trademark or service mark (optional).

The name must be distinguishable from the names of other business entities already on file with the North
Carolina Secretary of State. To see if the name you have chosen is available, we recommend you:
•
•
•
•
•
•

•

•

Search for businesses by name at the Secretary’s website;
Check the telephone books in your area for similar names.
Check the Register of Deeds office in your county and surrounding counties for similar names listed as
assumed names or partnership names.
Check online or call the N.C. Secretary of State to determine if a proposed name would be available as a
corporate name or if the name contains any words which are restricted.
Check business directories, city directories, chamber of commerce lists, etc. in your locality for similar
names.
For a fee, hire an attorney or a trademark search firm to conduct a trademark search through the U.S.
Patent and Trademark Office for similar Federal trademark or service mark registrations, or
alternatively, contact the CLBC.
Call or search the NC Secretary of State Trademark Registration website of the to determine if the words
which make up your proposed name have been registered as a trademark or service mark under North
Carolina law.
Conduct searches similar to those outlined above in other states which you plan to operate by contacting
the officials in those states which are in charge of similar types of registration. The appropriate offices
and the details of registration may vary according to the laws of each state.

The following chart outlines a few (but not all) of the restrictions to naming your company.
Entity Type

Name Must Contain the Words:
“corporation”, “incorporated”, “company”, or “limited”, or
Corporation
the abbreviation “corp.”, “inc.”, “co.”, or “ltd.”.
“limited liability company” or the abbreviation “L.L.C.” or
Limited Liability Company
“LLC”, or the combination “ltd. liability co.”, “limited
liability co.”, or “ltd. liability company”. 7
Limited Partnership
“limited partnership”, the abbreviation “L.P.” or “LP”, or the
(that is not a LLLP)
combination “ltd. partnership”.
“registered limited liability limited partnership” or “limited
Limited Liability Limited Partnership
liability limited partnership” or the abbreviation “L.L.L.P.”,
“R.L.L.L.P.”, “LLLP”, or “RLLLP”.
“registered limited liability partnership” or “limited liability
Limited Liability Partnership
partnership” or the abbreviation “L.L.P.”, “R.L.L.P.”, “LLP”
or “RLLP”.
Restricted or Prohibited Words
Prohibited without permission from the proper
Bank, Banker and Banking; Cooperative, Co-op; Mutual;
legal authority
and Trust
Architect, Architecture, Architectural; Certified Public
NC Secretary of State will reject without
Accountant and abbreviations; Engineer, Engineering;
documentation proving the company is legally
Insurance; Realtor; Surveyor, Survey, Surveying;
qualified to provide the service indicated. 8
Wholesale 9
 NOTE: Additional restrictions exist. 10 Contact the CLBC for assistance.
When choosing a business name, keep the following tips in mind:
•
•
•
•
•
•

Choose a name that appeals not only to you but also to the kind of customers you are trying to attract.
Choose a comforting or familiar name that conjures up pleasant memories so customers respond to your
business on an emotional level.
Don't pick a name that is long or confusing.
Stay away from cute puns that only you understand.
Don't use the word “Inc.” after your name unless your company is actually incorporated.
Consider whether the domain name is available.

You may temporarily reserve a name by filing an Application to Reserve Business Entity Name with the
Secretary of State.
To register a business name for a sole proprietorship or general partnership, contact the County Register of
Deeds Office where you intend to do business.

7

Any limited liability company whose name contained the words “low-profit limited liability company” or the abbreviation “L3C”
prior to January 1, 2014 may continue to use that name unless the limited liability company amends its articles of organization to
change its name.
8
There are several other words which the Secretary of State could reject. Call the Corporations Division at (919) 807-2225 or e-mail
corpinfo@sosnc.com for more information.
9
Wholesale is permitted if a letter is submitted with the Articles stating that the company will comply with N.C. Gen. Stat. § 75-29 by
engaging principally in wholesale rather than retail business.
10
See NCGS §55D and 18 NCAC 04 .0502.

Registered Agent, Office & Principal Office
A registered agent is a business or individual designated to receive service of process when a business entity is a
party in a legal action such as a lawsuit or summons. The registered agent's address may also be where the state
will send the paperwork for the yearly renewal of the business entity's charter.
The registered agent for your corporation can either be an individual or another business corporation, nonprofit
corporation or limited liability. If the registered agent for your corporation is an individual, that person must
reside in North Carolina. If the registered agent for your corporation is another business corporation, nonprofit
corporation, or limited liability company, it must be active on the Department’s records.
The Registered Agent must have a Registered Office. The Registered Office is the business address for the
Registered Agent. The Registered Office must be located in North Carolina and have a physical address. You
have to list both a mailing address and physical (geographic) address for your Registered Office if they are
different. You must give a correct street address for your initial Registered Office.
How do I change my registered agent and registered office? Simply file a Statement of Change of Registered
Office and/or Registered Agent with the Corporations Division. You can also change registered agents and
registered offices by indicating the change in your annual report.
The principal office of your business can be either of two locations:
1. Where the business has its office, or
2. Where the corporate records are kept if there is no business office.
If the company has a principal office upon creation, the address must be included in the Articles. The annual
report also requires a principal office location.
See NCGS §55D-Art.4 for additional information or contact the CLBC for assistance.
 NOTE: Failure to accurately maintain this information with the North Carolina Secretary of State can affect a
company negatively, include causing your company to be dissolved (resulting in loss of limited liability
protection).
Tax Calendar
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. This is a period of 12 consecutive months beginning January 1 and ending December
31.
2. Fiscal tax year. This is a period of 12 consecutive months ending on the last day of any month except
December. A 52- or 53-week period is a fiscal year ending on a specific day of the week that occurs in a
particular month or occurs nearest to the last day of a specific month.
If you operate a business as a sole proprietor, the tax year for your business must be the same as your
individual tax year. Special rules apply to S corporations and partnerships.
For more information, see Publication 538, Accounting Periods and Methods.
First-time filer. If you have never filed an income tax return, you can choose either a calendar tax year or a
fiscal tax year. You must choose a tax year by the due date, not including extensions, for filing your first return.

You must use a calendar tax year if you have inadequate records or you have no annual accounting period, or
your annual accounting period does not qualify as a fiscal year.
Changing your tax year. Once you have chosen 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.
Tip. You may want to get Publication 509. It has tax calendars that tell you when to file returns and make tax
payments.
Accounting Methods
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
accounting methods.
1. Cash method. Under the cash method, you report income in the tax year you receive it. You usually
deduct or capitalize expenses in the tax year you pay them.
2. Accrual method. Under an accrual method, you generally 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
incur them, whether or not you pay them that year.
For other methods, see Publication 538.
If you need inventories to show income correctly, 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 include
raw materials and supplies that will physically become a part of merchandise intended for sale. Inventories are
explained in Publication 538.
Tip. Certain small business taxpayers can adopt or change to the cash method of accounting and can choose to
not account for inventories. For more information, see Publication 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
consistently 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 income and expenses 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
separate set of books and records for each business.
Changing your method of accounting. Once you have set up your accounting method, you must 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.

Double Taxation Example 11
Business Operates at a Loss
Assume a business with net losses of $20,000, after Owners pay themselves salaries totaling $70,000. If the
business is taxed as a flow-through partnership (no business level tax), Owners deduct the business losses and
are taxed on $50,000 in income. If the business is taxed as a corporation, the corporation will not incur income
tax, but can carry forward its tax losses to offset income in future years (if there is any). Owners cannot reduce
their individual income using the corporate business losses.
Owners can reduce overall taxes by about
52.000 by using the flow-through
partnership. The corporation’s carry-forward
losses may (or may not) be usable in future
years, and are unlikely to have a present
value of more than $2,000.

Unprofitable Business Partnership (000) Corporation (000)
Salaries
$70
$70
Business Income (Loss)
($20)
($20)
Business Tax
$0
$0
Dividends per Share
($20)
$0
Total Personal Income
$50
$70
Personal Tax
$0.8
$2.8
TOTAL TAX
$0.8
$2.8

Business is Profitable
Assume a business with net income of $80,000, after Owners pay themselves salaries totaling $70,000. If the
business is taxed as a flow-through partnership (no business level tax), Owners must add business profits and
are taxed on $150,000 in total income. If the business is taxed as a corporation, the corporation will incur
income tax. If the corporation pays profits as dividends, Owners are taxed on their combined salaries and
dividends.
Owners can reduce their overall tax bill by
about $10,000 by using the flow-through
partnership. The corporation’s carry-forward
losses may (or may not) be usable in future
years, and are unlikely to have a present
value of more than $10,000.

Profitable Business
Partnership (000) Corporation (000)
Salaries
$70
$70
Business Income (Loss)
$80
$80
Business Tax
$0
$12
Dividends per Share
$80
$68
Total Personal Income
$150
$138
Personal Tax
$14.7
$12.9
TOTAL TAX
$14.7
$24.9

 NOTE: Please contact the CLBC or your accountant if you are unsure how the different tax treatments would
impact your existing or planned business. Read the IRS Guide to Free Tax Services and visit the Small Business
Forms and Publications and NCDOR websites to download the tax forms and instructions.

11

Both scenarios assume Owners are each married, filing jointly, with one (1) dependent for Personal Tax. Source: Alan Palmiter &
Frank Partnoy, Corporations: A Contemporary Approach (2009)
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E N T I T Y S E L E C T I O N R E V I E W 12
ADVANTAGES
DISADVANTAGES
It’s an easy and inexpensive way to start your
 Owner has unlimited liability for obligations and liabilities of the
business - No organizational formalities.
business.
Decision making is informal and centered in the
 Death or disability of owner terminates business.
owner.
 Sale or other transfer of business requires transfer of individual
No qualification requirements for doing business in
assets.
other states.
 No opportunity to utilize equity capital contributed by persons
Minimal reporting to governmental entities.
other than the owner.
Business profits are subject to only one tax, at the
 Business profits are taxed as income to the owner and, as a result,
individual level, and are not subject to double tax
will be subject to self-employment tax as well as income tax.
as would be the case if the profits were realized by
a C corporation.
Losses are available on the owner's personal
income tax return and can offset other income
(subject to the passive loss rules).
Multiple owners can provide a combination of
 Partners have unlimited liability for obligations and liabilities of
individual resources and talents.
the business.
Minimal formalities are required for organization.
 Death, disability, or withdrawal of a partner may terminate
Decision making may be informal.
partnership.
No qualification requirements for doing business in  All partners have the right to participate in management.
other states.
 All partners have broad authority to act on behalf of, and incur
Minimal reporting to governmental entities.
debts and liabilities for, the partnership.
Business profits are subject to only one tax, at the
 Business profits are taxed as income to the individual partners
individual partner level, and are not subject to
and, as a result, may be subject to self-employment tax as well as
double tax as would be the case if the profits were
income tax.
earned by a C corporation.
Losses are available on the partners' personal
income tax returns and can offset other income
(subject to the passive-loss-rules).
Special allocations may be made for income tax
purposes.
Disproportionate distributions may be made to
partners.

Adapted from, Steven C. Alberty, Advising Small Businesses: Forms § 2:2 Selection of Business Entities Checklist (2008)
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E N T I T Y S E L E C T I O N R E V I E W 12
ADVANTAGES
DISADVANTAGES
Limited partners enjoy limited liability.
 General partners have unlimited liability for obligations and
Only general partners participate in management
liabilities of the business.
so that limited partners can be equity owners
 Formalities are required for organization.
without the general partners giving up control.
 Qualification is required for doing business in other states.
There are no limitations on the number or types of  Regular reporting to governmental entities is required.
partners.
 Death, disability, or withdrawal of a general partner may
Existence is unaffected by the death or transfer of
terminate partnership.
interest by a limited partner.
 Limited partners have no ability to participate in management or
Business profits are subject to only one tax, at the
decision making.
individual partner level, and are not subject to
 Business profits are taxed as income to the individual partners
double tax as would be the case if the profits were
and, as a result, may be subject to self-employment tax as well as
earned by a C corporation.
income tax to the extent they are allocated to general partners.
Losses are available on the partners' personal
 Transfer of interests may be subject to securities law regulation.
income tax returns and can offset other income
(subject to the at-risk-rules and passive-loss-rules).
Special allocations may be made for income tax
purposes.
Disproportionate distributions may be made to
partners.
All members enjoy limited liability.
 Formalities are required for organization and operation.
No limitation on the number or types of members.  Qualification is required for doing business in other states.
Centralized management is available if an LLC is
 Regular reporting to governmental entities is required.
manager managed.
 Termination results from the death, disability, or withdrawal of a
Business profits are subject to only one tax, at the
member under the laws of some states.
individual member level, and are not subject to
 Interests are not freely transferable.
double tax as would be the case if the profits were  Business profits are taxed as income to the individual members
earned by a C corporation.
and, as a result, may be subject to self-employment tax as well as
Losses are available on the members' personal
income tax.
income tax returns and can offset other income
 Transfer of interests may be subject to securities law regulation.
(subject to the at-risk-rules and passive-loss-rules).
Special allocations may be made for income tax
purposes.
Disproportionate distributions may be made to
members.
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E N T I T Y S E L E C T I O N R E V I E W 12
ADVANTAGES
DISADVANTAGES
All shareholders enjoy limited liability.
 Formalities are required for organization and operation.
Ownership interests are freely transferable.
 Qualification is required for doing business in other states.
Perpetual existence unaffected by the death of
 Regular reporting to governmental entities is required.
shareholders or transfer of shares.
 Stock transfers are subject to securities law regulation.
Centralized management.
 Income is subject to double taxation.
No limitation on the number or types of
 Losses of business may not be deducted by individual
shareholders.
shareholders.
Flexibility of financing is available through the sale  The distribution of property by a C corporation to its shareholders
of various types of securities to many investors.
is generally a taxable event for income tax purposes as to both the
Tax-favored fringe benefits are available to
corporation and the shareholders. Thus, withdrawing property
employee-shareholders.
from a corporation can be extremely expensive from a tax
Income is taxable at corporate rates, which are for
standpoint.
the most part for the most part lower than
individual rates.
Non-corporate shareholders may qualify for an
exclusion from federal income tax of one-half of
the capital gains realized on stock of a small
business corporation organized as a C corporation.
All shareholders enjoy limited liability.
 Formalities are required for organization and operation.
Ownership interests are freely transferable (subject  Qualification is required for doing business in other states.
to restrictions imposed by contract to preserve S
 Regular reporting to governmental entities is required.
corporation status).
 Stock transfers are subject to securities law regulation.
Perpetual existence unaffected by the death of
 Strict qualification rules must be met on a continuing basis, which
shareholders or transfer of shares.
among other things limit the number and types of shareholders.
Centralized management.
 The distribution of property by an S corporation to its shareholders
Business profits are subject to only one tax, at the
is generally a taxable event for income tax purposes.
individual shareholder level, and are not subject to
double tax as would be the case if the profits were
realized by a C corporation.
Losses are available on the shareholders' personal
income tax returns and can offset other income
(subject to the at-risk-rules and passive-loss-rules).

C H A P T E R 5: R E Q U I R E M E N T S AF T E R I N C O R P O R A T I O N
“It is not the strongest of the species that survive, nor the most intelligent, but the one most responsive to
change.” —Charles Darwin
Congratulations on starting your own business! In order to maintain a legal business status, you must
comply with numerous federal, state, and local laws and regulations. We will now explain a few of
the common obligations you may encounter as a business owner.
This chapter is extensive and covers a wide-range of confusing topics. Thankfully, Business Link
North Carolina (BLNC) was created as a result of the business community's need for a central source
of information regarding State business licenses, services, resources, and programs.
BLNC is a FREE service of the N.C. Department of Commerce that provides:
•

One-on-one client consultations at no cost

•

Customized licensing information

•

Employer and business structure forms

•

Referrals to State Agencies and State Occupational Licensing Boards, Local Governments & Federal
Agencies

•

Contacts for Local, State & Federal business services, programs & resources

•

A Small Business Ombudsman to work on your behalf to resolve issues with State Government
Agencies

Because this workbook is static and the law is constantly evolving, we strongly encourage you to contact
BLNC to ensure you are complying with the most recent laws and regulations.
Telephone:

1-800-228-8443

Website:

www.blnc.gov

E-mail Address:

info@blnc.gov

Physical Address:

301 N. Wilmington Street
Raleigh, NC 27601

Mailing Address:

4344 Mail Service Center
Raleigh, NC 27699-4344

ANNUAL REPORTS
Registered North Carolina businesses must file an annual report with the Secretary of State. You may complete
the form online at the Online Annual Report Editor page.
 NOTE: Failure to file your company’s annual report in a timely manner may result in the administrative
dissolution of your company or revocation of your Certificate of Authority.
Annual Report Information consists of the four following sections:
1. General Information on the business entity consisting of: Name of Entity; Fiscal Year End for Business
Corporations; and Nature of Business.
2. Registered Agent Information consisting of Registered Agents Name of record. If you change the text in
any way, an online filing cannot be completed. The Registered Agent will have to sign the annual report
as changed and submitted to the NC Secretary of State’s Office with payment. However, the addresses
may be changed at this point.
 NOTE: the Registered Agent address must be in North Carolina and the mailing address is used only
if the physical address location does not receive mail. Both addresses are to deliver notices to the
Registered Agent.
3. Principal Office information consisting of the physical address and mailing address and telephone
number. These are statutorily required elements of an annual report. The annual report will not be filed
without this information. The principal office does not have to be in North Carolina.
4. Officers/Members/Managers information consists of a listing of all the officers/Members/Managers of
the business entity, their title and their business address. You may add, remove and edit on this screen. If
you have filed online in the past the fields are pre-populated, if this is your first time, you will have to
enter in the names of the officers/Members/Managers.
Corporations
An annual report submitted on behalf of a domestic or foreign business corporation must be
executed/electronically signed:
1. By the chair of its board of directors, by its president or another of its officers; (titles such as President,
Vice President, Secretary, Treasurer)
2. If directors have not been selected or the corporation has not been formed, by an incorporator; or
3. If the corporation is in the hands of a receiver, trustee, or other court-appointed fiduciary, by that
fiduciary. (N.C.G.S. §55-1-20). Supporting documentation is required when submitting the document
for filing.
Limited Liability Companies (LLC)
An annual report submitted on behalf of a domestic or foreign limited liability company must be
executed/electronically signed:
1. By a manager, director, or executive of the limited liability company; (titles used on the annual report
are manager, director or an executive title of the company such as President, Vice President; Secretary
or Treasurer)
2. If the limited liability company has not been formed or if the limited liability company has never had
any members, by an organizer; or

3. If the limited liability company is in the hands of a receiver, trustee, or other court-appointed fiduciary,
by that fiduciary. (N.C.G.S. §57C-1-20). Supporting documentation is required when submitting the
document for filing.
A limited liability company’s annual report is not connected to a fiscal year; the report is due to the Secretary of
State’s Office in electronic form on or before April 15th following the calendar year of creation and every year
thereafter. The current filing fee is $200.
Limited Partnerships and Limited Liability Partnerships
An annual report submitted on behalf of a domestic or foreign limited liability partnership or limited liability
limited partnership must be executed/electronically signed by a general partner. The title used on the annual
report would be “partner.”
When a managing entity executes the document
It is possible for a managing entity to execute the annual report document or any other document filed with the
NC Secretary of State’s Office. In these circumstances, the managing entity name is printed, the person
executing the document on behalf of the managing entity signs and prints their name and includes their working
title of the managing entity. Example:
XYZ Corporation, Inc.
John Smith, President
John Smith

For more information, see the N.C. Secretary of State’s Guide to Filing Annual Reports Online and the Annual
Reports FAQ.
As a small business owner or employer, there may be other informational returns that you have to file annually
or semi-annually with the IRS. For more information, review the IRS Guide to Information Returns.

EMPLOYER IDENTIFICATION NUMBER (EIN)
An Employer Identification Number (EIN) is also known as a Federal Tax Identification Number (FEIN), and is
used to identify a business entity. Generally, businesses need an EIN for reporting taxes and other documents to
the IRS. In addition, the EIN is necessary when reporting information about your employees to state agencies.
This is a free service offered by the Internal Revenue Service.
If you don't already have an EIN, you need to get one if you:
1.
2.
3.
4.

Have employees,
Have a qualified retirement plan,
Operate your business as a corporation or partnership, or
File returns for:
a. Employment taxes, or
b. Excise taxes.

This EIN is your permanent number and can be used immediately for most of your business needs, including:
•
•

Opening a bank account
Applying for business licenses

•

Filing a tax return by mail.

However, it will take up to two weeks before your EIN becomes part of the IRS's permanent records. You must
wait until this occurs before you can:
•
•
•

File an electronic return
Make an electronic payment
Pass an IRS Taxpayer Identification Number matching program.

You can apply online for an EIN via the IRS website (online EIN FAQ), or by filing form SS-4 with the IRS at
the address below:
Internal Revenue Service Center
Attn: EIN Operation
Holtsville, NY 00501
1-800-829-4933
To obtain a North Carolina tax identification number, visit the N.C. Dept. of Revenue website. Make sure you
have the following information available before starting the application:
•
•
•
•

Your Social Security Number (SSN) or Federal Employer Identification Number (FEIN), and North
Carolina Secretary of State Number (SOS), if applicable
Your business name, address, phone number
Partner or Responsible Person, if applicable (name, title, SSN, address)
Details about your business (begin date, type of business, etc.)

See the Business Registration Checklist for detailed information.

LICENSES & PERMITS
A business license is a permit or registration required to conduct business. Licensing and permitting
requirements may be imposed by the federal, state, county, or local government. Some businesses may be
subject to several state licenses while others may not be subject to any.
Conducting business without the proper licenses and permits may result in penalties, notices, and the inability to
operate. Once you have received your business licenses, you must display them prominently.
North Carolina
There are over 700 regulatory state-issued licenses and permits and occupational licenses. The North Carolina
Department of Revenue also issues privilege licenses for certain business activities.
 NOTE: North Carolina does not have a single state generic license for all businesses.
The SBA offers a free tool to Find Business Licenses & Permits, and you can access the Directory of North
Carolina Business Licenses and Permits from the BLNC website. However, because this workbook is static and
the law is constantly evolving, we strongly recommend you contact Business Link North Carolina (BLNC) at
(800) 228-8443 or visit www.BLNC.gov to speak to a Business Counselor for more information. Speaking with
a counselor is the best way to determine compliance with all state license and permitting requirements.

Local
Certain businesses require city and/or county privilege licenses. Failure to obtain proper local licenses may
result in penalties to you and your business. When establishing your business in North Carolina, you must not
overlook applicable zoning regulations and ordinances. BLNC maintains a list of telephone numbers for city
and county license and zoning offices as well as county health departments.
Federal
Most new small businesses are unlikely to require a federal permit or license to operate. However, it is
important to ensure that you comply with all applicable federal regulations before starting your business. It is a
good idea to consult an attorney to make sure you have addressed all federal regulations that might apply to
your business activity. Contact the CLBC or BLNC for additional assistance.

TAX & WITHHOLDING OBLIGATIONS
Taxation for small businesses may be simple or complex, depending on the size and business structure. For a
general overview of how taxes work, Khan Academy offers free online classes. BLNC is a great resource for
business tax advice, but you can also contact the North Carolina Department of Revenue and the IRS directly
for more tax information:
BLNC:
NC Dept. of Revenue:
IRS:

(800) 228-8443
(877) 252-3052
(800) 829-4933

Some of the taxes with which a business must be concerned are briefly described below. Keep in mind that tax
liability for each business will be different and that you should consult your attorney and accountant regarding
comprehensive tax planning to fit your unique business.
 NOTE: Beginning January 1, 2014, the North Carolina tax system implemented several tax reform changes.
•
•
•

Personal Income: Personal income tax rates range from 6% to 7.75% based on taxable income and filing
status. To learn more, visit the NCDOR’s website for individuals.
Corporate Income: The corporate income tax rate is 6.9%.
Franchise Tax: Levied on NC corporations annually at a rate of $1.50 per $1000 of the largest of the
following:
o Capital stock, surplus and undivided profits apportionable to the state;
o 55% of appraised value of property subject to taxation;
o Book value of real property in NC less debt to acquire.

To learn more, visit the NCDOR’s website for businesses.
State Taxation & Withholdings
The North Carolina Department of Revenue has service centers located throughout the state to provide general
walk-in tax assistance. Locate the closest office to you by calling 1-877-252-3052 or visiting their website.
State Withholdings
State withholding taxes must be withheld from employee wages and remitted to the NC Department of Revenue.
North Carolina requires every employer to apply for a North Carolina withholding tax identification number. To

obtain this number, you must complete an Application for Income Tax Withholding Number (Form NC-BR) or
apply online.
For additional information, review N.C. Publication 30 or contact the North Carolina Department of Revenue:
North Carolina Department of Revenue
PO Box 25000
Raleigh, NC 27634-0001
877-252-3052
www.dornc.com
 NOTE: Effective January 1, 2014, employees are required to fill out an Employee’s Withholding Allowance
Certificate. For specific information, read the FAQ PDF, as well as the Withholding Tax FAQ page (click here
to go directly to the Employer FAQ section).
Unemployment Insurance
Unemployment insurance (UI) tax is a tax on employer payrolls paid by employers from which unemployment
benefits are paid to qualified unemployed workers. Unemployment tax is not deducted from employee wages.
Unemployment tax payments made by employers are transferred to the Unemployment Insurance Trust Fund in
Washington, D.C. Each year a prorated share of the interest earned on this trust fund is added back to the
account of each North Carolina employer having a credit experience rating balance.
The unemployment insurance program in NC is designed to provide temporary economic benefits to eligible
workers. To determine the extent of your obligation, contact your local BLNC Job Service Center.
Employment Security Commission
700 Wade Avenue
Raleigh, NC 27605
(919) 707-1170
www.ncesc1.com
Apply for a N.C. Unemployment Tax Number online or by filing Form NCUI 604, Employer Status Report.
Workers' Compensation
The North Carolina Industrial Commission administers the North Carolina Workers’ Compensation Act. This
Act requires all businesses (including those operating as corporations, sole proprietorships, limited liability
companies and partnerships) to carry Workers’ Compensation insurance if they employ:
•
•
•

three or more employees regularly employed in the same business or establishment, or
one or more employees employed in activities which involve the use or presence of radiation, or
if providing agriculture or domestic services, 10 or more full-time non-seasonal agricultural workers
regularly employed by the employer.

Individuals who are sole proprietors, members of LLCs, and partners are not counted automatically as
employees. Corporate officers may elect to be excluded from coverage but are still counted in determining
whether a business has three or more employees.
An employer is not relieved of its liability under the Act by calling its employees “independent contractors.”
Even if the employer refers to its workers as independent contractors and issues a Form 1099 for tax purposes,

the Industrial Commission may still find that the workers were in fact employees, based upon its analysis of
several factors, including but not limited to the degree of control exercised by the employer over the details of
the work.
If you subcontract work to a subcontractor who does not have workers’ compensation insurance, you may be
liable for the work-related injuries of the subcontractor’s employees, regardless of the number of employees you
or the subcontractor employs. Different laws apply to trucking companies.
To obtain Worker's Compensation insurance, contact your insurance agent. Failing to carry Workers’
Compensation Insurance may result in heavy penalties or even imprisonment. Please contact the North Carolina
Industrial Commission for up-to-date information, and be sure to visit the helpful FAQ page.
 NOTE: An employer must immediately report to its Workers’ Compensation insurance carrier any injury or
occupational disease, or allegation by an employee of an injury or occupational disease, sustained in the course
of employment for which the attention of a physician is needed or actually sought. Please contact the North
Carolina Industrial Commission for more information.
Sales and Use Tax
Many businesses are subject to state sales tax regulations. Every person who is a retail or wholesale merchant in
the business of selling, renting or leasing taxable tangible personal property in North Carolina is required to
obtain a Sales and Use Tax Identification Number (Form NC-BR), unless specifically exempt by statute. Once
registered, the business owner will receive information from the Department of Revenue on sales tax reporting
and remittance requirements.
For clarification of the sales and use tax law as it applies to your business you may find more information at
www.dornc.com or call the North Carolina Department of Revenue at (877) 252-3052.
Privilege License Tax
The state Privilege License Tax is applicable to certain businesses or professions in North Carolina and should
be applied for before the commencement of business. Privilege Licenses are issued annually and limit the
person, firm or corporation named in the license to conducting the profession or business specified on the
license. The Privilege License is not a certification in any way that the holder is qualified to perform a specific
business or profession. It is simply a tax for the privilege of doing business in the state.
BLNC Business Counselors can inform you if a Privilege License is required for your business. The Privilege
License Application (Form B202A) is available at the Department of Revenue website www.dornc.com. Other
questions regarding state Privilege License taxes should be directed to:
North Carolina Department of Revenue
Privilege License Tax
P.O. Box 25000
Raleigh, NC 27634-0001
(877) 308-9103
www.dornc.com
Franchise and Income Tax
Corporations doing business in North Carolina and every inactive corporation chartered or domesticated here
must file an annual franchise and income tax return. In certain professional situations, a franchise tax may be

required. This tax is due annually as long as the corporation remains incorporated, domesticated, or continues to
do business in North Carolina. Questions concerning franchise and income tax obligations should be directed to:
North Carolina Department of Revenue
Corporate Income and Franchise Tax Division
P. O. Box 25000
Raleigh, NC 27634-0001
(877) 252-3052
www.dornc.com
Ad Valorem Taxes
As a business owner, you are responsible for listing your business personal property with the county tax
assessor's office in the county in which your business is located. You must also provide the assessor with any
real property improvements. Your failure to list the property within the time allowed by law may result in
severe penalties under the provisions of Article 16, Chapter 105 of the North Carolina General Statutes.
Federal Taxation & Withholdings
The form of business you operate determines what taxes you must pay and how you pay them. The following
are the four general types of business taxes.
•
•
•
•
•

Income Tax
Estimated Taxes
Self-Employment Tax
Employment Taxes
Excise Tax

For additional information, see the Small Business Taxpayer Virtual Workshop.
Income Tax
All businesses except partnerships must file an annual income tax return. Partnerships file an information
return. The form you use depends on how your business is organized. Refer to Business Structures to find out
which returns you must file based on the business entity established.
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
withholding, or do not pay enough tax that way, you might have to pay estimated tax. If you are not required to
make estimated tax payments, you may pay any tax due when you file your return. For additional information
refer to Publication 583.
Estimated Tax
Generally, you must pay taxes on income, including self-employment tax (discussed below), by making regular
payments of estimated tax during the year. For additional information, refer to Estimated Taxes.
Self-Employment Tax
Self-Employment Tax (SE tax) is a social security and Medicare tax primarily for individuals who work for
themselves. It is similar to the social security and Medicare taxes withheld from the pay of most employees.
Your payments of SE tax contribute to your coverage under the social security system. Social security coverage

provides you with retirement benefits, disability benefits, survivor benefits, and hospital insurance (Medicare)
benefits.
Generally, you must pay SE tax and file Schedule SE (Form 1040) if either of the following applies.
•
•

If your net earnings from self-employment were $400 or more.
If you work for a church or a qualified church-controlled organization (other than as a minister or
member of a religious order) that elected an exemption from social security and Medicare taxes, you are
subject to SE tax if you receive $108.28 or more in wages from the church or organization.

Note: There are Special Rules and Exceptions for aliens, fishing crew members, notary public, State or local
government employees, foreign government or international organization employees, etc. For additional
information, refer to Self-Employment Tax or contact the CLBC.
Employment Taxes
When you have employees, you as the employer have certain federal (in addition to state) employment tax
responsibilities that you must pay and forms you must file. Employment taxes include the following:
•

•
•

Social security and Medicare taxes
- FICA or Federal Insurance Contribution Act is the tax contribution to Social Security and
Medicare.
Federal income tax withholding
Federal unemployment (FUTA) tax

The basics are outlines below, but for additional information, refer to Employment Taxes for Small Businesses.
Employers must deposit and report employment taxes. See the Employment Tax Due Dates page for specific
forms and due dates.
At the end of the year, you must prepare and file Form W-2, Wage and Tax Statement to report wages, tips and
other compensation paid to an employee. Use Form W-3, Transmittal of Wage and Tax Statements to transmit
Forms W-2 to the Social Security Administration.
Social Security & Medicare Taxes
Employers generally must withhold part of social security and Medicare taxes from employees' wages and you
pay a matching amount yourself. To figure out how much tax to withhold, use the employee’s Form W-4 and
the methods described in Publication 15, Employer's Tax Guide and Publication 15-A, Employer's Supplemental
Tax Guide. For 2013, the employee tax rate for social security increased to 6.2%. The social security wage base
limit increased to $113,700.
You must deposit the wages you withhold; see requirements for depositing for additional information.
Additional Medicare Tax
Beginning January 1, 2013, employers are responsible for withholding the 0.9% Additional Medicare Tax on an
employee's wages and compensation that exceeds a threshold amount based on the employee’s filing status. You
are required to begin withholding Additional Medicare Tax in the pay period in which it pays wages and
compensation in excess of the threshold amount to an employee. There is no employer match for the Additional
Medicare Tax.
For additional information see the IRS’s questions and answers page.

Federal Income Tax
Every employee must provide an employer with a signed withholding exemption certificate (Form W-4) on or
before the date of employment. The employer must then submit Form W-4 to the IRS. For specific information,
read the IRS' Employer's Tax Guide.
To know how much income tax to withhold from employees' wages, you should have a Form W-4, Employee's
Withholding Allowance Certificate, on file for each employee. Ask all new employees to give you a signed
Form W-4 when they start work. Make the form effective with the first wage payment. If employees claim
exemption from income tax withholding, they must indicate this on their W-4. The amount of income tax
withholding must be based on filing status and withholding allowances as indicated on the form. If a new
employee does not give you a completed Form W-4, withhold tax as if he or she is single, with no withholding
allowances. Additional withholding may be required on wages paid to non-resident aliens.
A Form W-4 remains in effect until the employee gives you a new one. If employees claim exemption from
income tax withholding, they must give you a new Form W-4 each year. If an employee gives you a Form W-4
that replaces an existing Form W-4, begin withholding no later than the start of the first payroll period ending
on, or after the 30th day, from the date you received the replacement Form W-4. For exceptions and invalid
Forms W-4, refer to Publication 15 Circular E, Employer's Tax Guide.
You may also refer your employees to the withholding allowance calculator. Remember that this application is
to help employees to ensure that they do not have too much or too little income tax withheld from their pay. It is
not a replacement for Form W-4, but most people will find it more accurate and easier to use than the
worksheets that accompany Form W-4. They may use the results of this program to help them complete a new
Form W-4, which they will submit to their employer. Special rules may apply to agricultural employers. 13
Federal Wage and Tax Statement
Every year, employers must report to the federal government wages paid and taxes withheld for each employee.
This report is filed using Form W-2, wage and tax statement. Employers must complete a W-2 form for each
employee who they pay a salary, wage or other compensation.
Employers must send Copy A of W-2 forms to the Social Security Administration by the last day of February to
report wages and taxes of your employees for the previous calendar year. In addition, employers should send
copies of W-2 forms to their employees by January 31 of the year following the reporting period. Visit
SSA.gov/employer and the IRS Recordkeeping website for additional information.
Federal Unemployment (FUTA) Tax
Employers report and pay FUTA tax separately from Federal Income tax, and social security and Medicare
taxes. You pay FUTA tax only from your own funds. Employees do not pay this tax or have it withheld from
their pay. Refer to Publication 15, Employer's Tax Guide and Publication 15-A, Employer's Supplemental Tax
Guide for more information on FUTA tax.
Excise Tax
This section describes the excise taxes you may have to pay and the forms you have to file if you do any of the
following.
•
13

Manufacture or sell certain products.

For more information, please refer to Publication 51 Circular A, Agricultural Employer's Tax Guide.

•
•
•

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

Form 720 - The federal excise taxes reported on Form 720 consist of several broad categories of taxes,
including the following.
•
•
•
•
•

Environmental taxes.
Communications and air transportation taxes.
Fuel taxes.
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. For additional information, 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, to figure the tax on the wagers you receive.
Form 11-C - Use Form 11-C, Occupational Tax and Registration Return for Wagering, to register for any
wagering activity and to pay the federal occupational tax on wagering.
Excise Tax has several general excise tax programs. One of the major components of the excise program is
motor fuel. For additional information, refer to Excise Taxes.

HIRING EMPLOYEES
As discussed in the previous sections, hiring an employee involves making sure that all taxes are properly
collected, reported, and deposited as required. This section now turns to additional obligations employers face
when hiring an employee.
Employment Eligibility Verification
Whenever you hire (or re-hire) an employee, you must inform both the IRS and the State of North Carolina.
You can find details of all the necessary steps, including verifying work eligibility and withholding allowances,
on the Hiring Employees section of the IRS website. You can find state-level information on reporting new hires
at the North Carolina New Hire Reporting website.
New Hire Reporting Guide
All employers are required to report newly hired and re-hired employees to a state directory within 20 days of
their hire or rehire date. To learn more, visit the North Carolina State Directory of New Hires page, or contact
the NC Department of Health & Human Services:
NC Department of Health & Human Services
Child Support Enforcement
New Hire Operations Center
P. O. Box 900004
Raleigh, NC 27675-90004

(888) 514-4568
Eligibility to Work in the United States
The Immigration Reform and Control Act of 1986 requires employers to verify employment eligibility by
completing and retaining a one-page Employment Eligibility Form (Form I-9). Please visit the IRS website for
new hires to make sure you have the most recent information.
You must verify that each new employee is legally eligible to work in the United States. Have the employees
you hire fill out Form I-9, Employment Eligibility Verification.
Employee's Social Security Number (SSN)
You are required to get each employee's name and Social Security Number (SSN) and to enter them on Form
W-2. (This requirement also applies to resident and nonresident alien employees.) You should ask your
employee to show you his or her social security card. The employee may show the card if it is available. You
may, but are not required to, photocopy the social security card if the employee provides it. (If you do make a
copy, make sure to keep it in a safe and confidential location.) Record each new employee's name and social
security number from his or her social security card. Any employee without a social security card should apply
for one using Form SS-5, Application for Social Security Card. The Social Security Administration (SSA) offers
social security number (SSN) verification and quick access to relevant forms and publications.
•

Do not accept an ITIN in place of an SSN for employee identification or for work.
o An ITIN is only available to resident and nonresident aliens who are not eligible for U.S.
employment and need identification for other tax purposes.
o You can identify an ITIN because it is a 9-digit number, beginning with the number "9" and is
formatted like an SSN (NNN-NN-NNN).
o Note: An individual with an ITIN who later becomes eligible to work in the United States must
obtain an SSN.

E-Verify
The E-Verify program is a web-based system operated by the U.S. Department of Homeland Security in
partnership with the Social Security Administration that allows participating employers to electronically verify
the employment authorization of newly hired employees.
Effective July 1, 2013, employers with 25 or more employees are required to use E-Verify to check work
authorization for all new hires.
The definition of employee in North Carolina E-Verify law does not include an individual whose term of
employment is less than nine months in a calendar year. Additionally, private employers with 24 or fewer
employees are not required to use E-Verify.
The N.C. Department of Labor (“NCDOL”) is the agency charged with investigating complaints for violations
of the E-Verify law.
To learn more about the E-Verify system and enroll in the program, click here or visit the NCDOL website and
its FAQ page. For questions about policies and procedures related to registering with and participating in the EVerify program, call the U.S. Department of Homeland Security’s employer’s hotline at 1-888-464-4218.

Required Posted Notices
Hiring your first employee or building your business team brings with it a whole new area for compliance –
employment and labor law. Employers are required to display certain posters in the workplace that inform
employees of their rights and employer responsibilities under labor laws.
These laws cover everything from preventing discrimination and harassment in the workplace, workplace poster
requirements, wage and hour laws and workers’ compensation regulations.
The U.S. Department of Labor oversees federal employment and labor law; however, individual states also have
their own specific laws. To help you understand and comply with these laws, refer to the following small
business guides and resources.
•

•
•
•
•

•

Find out which Federal Employment Laws Apply to Your Business – This online tool from the
Department of Labor – the “FirstStep Employment Law Advisor” – can help you determine which laws
apply to you and how to comply.
State Labor Laws – Each state has its own laws with which you must comply. This site includes links to
your state labor office.
Browse Laws by Category – Get easy-to-understand information about a number of federal employment
laws using the “eLaws” online tool from the Department of Labor.
Find Information by Topic – Access the most commonly asked search terms and topics from the
Department of Labor.
Employment Law Guide – This comprehensive guide describes major employment laws that impact
businesses and is designed for those needing “hands-on” information to develop wage, benefit, safety
and health, and nondiscrimination policies.
10 Steps to Hiring your First Employee – These 10 easy steps will guide you through what you need to
do when you hire your first employee.

Visit the SBA’s Workplace Posters page for specific federal and state posters you'll need for your business.
Occupational Safety and Health Act of North Carolina
The North Carolina Department of Labor administers and implements the Occupational Safety and Health Act
(OSHA) of North Carolina. OSHA standards protect workers from unsafe and unhealthy working conditions.
For information regarding OSHA requirements, contact the:
North Carolina Department of Labor
Occupational Safety and Health Division
4 W. Edenton Street
Raleigh, NC 27601
(919) 807-2900
Federal Occupational Safety and Health Act
The U.S. Department of Labor administers and enforces the federal Occupational Safety and Health Agency
rules designed to protect workers from workplace hazards.
For information regarding compliance with federal standards, contact:
U.S. Department of Labor (Raleigh Area Office)
4407 Bland Road, Suite 210

Raleigh, North Carolina 27609
Phone: (919) 790-8096
Fax: (919) 790-8224
https://www.osha.gov/

RECORD KEEPING
Assuming a corporation has not sold stock to the public, conducting corporate business is straightforward.
Often, it amounts to recording key corporate decisions (for example, borrowing money or buying real estate)
and holding an annual meeting. These formalities can often be supplanted by written agreement and do not
usually need a face-to-face meeting.
Why should I keep records? Good records will help you monitor the progress of your business, prepare your
financial statements, identify source of receipts, keep track of deductible expenses, prepare your tax returns, and
support items reported on tax returns.
What kinds of records should I keep? You may choose any recordkeeping system suited to your business that
clearly shows your income and expenses. Except in a few cases, the law does not require any special kind of
records. However, the business you are in affects the type of records you need to keep for federal tax purposes.
How long should I keep records? The length of time you should keep a document depends on the action,
expense, or event, the document records. You must keep your records as long as they may be needed to prove
the income or deductions on a tax return.
How long should I keep employment tax records? You must keep all of your records as long as they may be
needed; however, keep all records of employment taxes for at least four years.
How should I record my business transactions? Purchases, sales, payroll, and other transactions you have in
your business generate supporting documents. These documents contain information you need to record in your
books.
What is the burden of proof? The responsibility to prove entries, deductions, and statements made on your tax
returns is known as the burden of proof. You must be able to prove (substantiate) certain elements of expenses
to deduct them.
For more information, see IRS Publication 583, Starting a Business and Keeping Records.

ADDITIONAL CONSIDERATIONS
Consult with an accountant for bookkeeping and tax purposes
With respect to the small closely-held company, owners are often careless in observing the requirements and
formalities of doing business in a corporate form. This informality may lead to imposition of personal liability
where the extent to which the financial affairs and accounts of the Corporation and those who control it are
confused to the prejudice of creditors, or where there has been an undue diversion of corporate funds or other
assets to individual use. In other words, the owners of a corporation may be held personally liable when they
treat the assets of the corporation as their own and add or withdraw capital from the corporation at will.

A good way to keep your business's finances separate from your personal accounts is to open a bank account
early for your business. You will need a Tax ID number (EIN), a copy of the organic documents (e.g., Articles
of Incorporation or Organization), and a resolution identifying authorized signers.
Obtain Insurance
Business liability insurance is usually worthwhile, and for some businesses the customers may require a
certificate of insurance proving adequate liability and automotive coverage. There are several varieties of
liability insurance to potentially consider, as well as property and casualty insurance, business interruption
insurance, bonding of employees, and more. There are insurance agents specializing in insurance for businesses.
Contact with one or more of those is highly recommended to help decide what coverage is either essential or is
cost-justified. Professional or trade associations may offer some good deals. Additionally, medical, life, and
disability insurance can each be important.
For more information, download the N.C. Dept. of Insurance business insurance guides.
Protect Intellectual Property
For more information on this topic, the SBTDC publishes a detailed Intellectual Property Guide or you may
contact the CLBC.
Trademark or Servicemark
A trademark is a word, name, symbol, or device that is used in trade with goods to indicate the source of the
goods and to distinguish them from the goods of others. A servicemark is the same as a trademark except that it
identifies and distinguishes the source of a service rather than a product. The terms “trademark” and “mark” are
commonly used to refer to both trademarks and servicemarks.
Trademark rights may be used to prevent others from using a confusingly similar mark, but not to prevent
others from making the same goods or from selling the same goods or services under a clearly different mark.
Trademarks which are used in interstate or foreign commerce may be registered with the USPTO. The
registration procedure for trademarks and general information concerning trademarks is described on a separate
page entitled Basic Facts about Trademarks.
State Registration
A trademark is any word, name, symbol, graphic image or combination of words and graphic images that your
business has formally adopted and uses to identify its products and distinguish them from the products of its
competitors. A service mark identifies your business’s services and distinguishes them from the services offered
by competitors.
While registering trademarks and service marks is voluntary, the Department of the Secretary of State strongly
recommends that you protect your marks by registering them. Call the Trademarks Division at (919) 807-2162
for information on the registration process or to request registration forms. Information and forms are also
available on the Secretary of State web site www.sosnc.com.
Federal Registration
You can register trademarks and service marks at the federal level as well as at the state level. For information
on federal trademark and service mark registration, contact the Trademarks Office at (800) 786-9199.
Additional information and applicable forms are also available on the web site for the US Patent and Trademark
Office www.uspto.gov.

While federal registration will protect your mark throughout the entire United States, it often involves a lengthy
and time-consuming process. Many businesses choose to seek state registration in order to protect their marks
while federal registration is pending. (State and federal mark registrations are unrelated; these agencies do not
cross-check records against each other as part of the registration process.) Know that requirements for state and
federal mark registration are not the same. Acquiring a federal mark registration does not mean that your mark
will be accepted at the state level.
Copyrights
Copyright is a form of protection provided to the authors of “original works of authorship” including literary,
dramatic, musical, artistic, and certain other intellectual works, both published and unpublished. The 1976
Copyright Act generally gives the owner of copyright the exclusive right to reproduce the copyrighted work, to
prepare derivative works, to distribute copies or phonorecords of the copyrighted work, to perform the
copyrighted work publicly, or to display the copyrighted work publicly.
The copyright protects the form of expression rather than the subject matter of the writing. For example, a
description of a machine could be copyrighted, but this would only prevent others from copying the description;
it would not prevent others from writing a description of their own or from making and using the machine.
Copyrights are registered by the Copyright Office of the Library of Congress.
To learn more about copyrights, read US Copyright Office Circular 1: Copyright Basics.
Patents
A patent is an agreement between an inventor and the government, granting the inventor the right, for a limited
period, to exclude others from making, using, or selling the described invention.
Like copyright, patents have a dual role “to promote the progress of science and the useful arts…” 14 While
providing the inventor a temporary monopoly on the practice of the invention, the patent system encourages
further development of the technology, as well as inventions in the same field by others. Thus, while an
inventor may financially benefit from a patented invention, the public also benefits from it by buying and using
it. The full patent disclosure in turn allows the public to take unrestrictive advantage of the invention when the
patent expires.
There are three types of patents:
1)

Utility patents

Utility Patents are issued for new inventions that can be utilized such as processes, manufacturing, machines, or
chemical compositions. They account for 90% of all patents in the U.S. These include pharmaceutical drugs,
computer parts, discovered genes or bacteria, transmissions, Internet tools, and everything made for its
usefulness. The patent rights for utilities will have a life of 20 years starting on the filing date of patent
application or 17 years starting on the issue date of patent grant.
2)

Design patents

Design Patents are issued for new inventions that have unique or decorative design. These include furniture,
ornaments, public structures, or patterns. If the object or material has some functionality, it is patented for its
utility and not design. Patent rights for design last up to 14 years from the time the patent was granted.
14

Article I, Section 8, Clause 8 of the United States Constitution (known as the Copyright Clause).

3)

Plant patents

Plant Patents are issued for newly discovered or invented plants produced asexually. Sexually produced plants
can be monopolized by breeders under the Plant Variety Protection Act. Patent rights for plants will have a life
of 20 years starting on the filing date of application.
 NOTE: Once a patent is issued, the patentee must enforce the patent without aid of the USPTO. This
effectively makes patent protection valuable only to the degree to which the patent will be enforced.
Develop policy and employee handbook
If you have more than a few employees, it's a good idea to create an employee handbook that clearly explains
your workplace policies. The benefits of having an employee handbook are many: Every employee receives the
same information about the rules of the workplace; your employees will know what you expect from them (and
what they can expect from you); and you'll buy yourself valuable legal protection if an employee later
challenges you in court.
Due to the legal importance of employee handbooks, we highly recommend you contact the CLBC for
assistance.

C H A P T E R 6: F UN D I N G Y O UR B U S I N E S S
“If you would like to know the value of money, try to borrow some.” —Benjamin Franklin
Figuring out how to finance your business is one of the most challenging and critical
decision you have to make. A wrong step here can doom your business to inefficiency or
worse - you to financial ruin.
We have provided some very good resources for you to review as you start determining
how you might want to finance your business. We strongly encourage you to contact your
local Small Business Center Director to analyze your entire business plan prior to
approaching a bank, investor, or even spending your own money. We are here to help you
and will be glad to see if there are better sources of funding for your business.
Before checking out the resources provided, make sure you have done everything you can to reduce the demand
for funding. Can you find ways to reduce the amount of money needed for your business? Think creatively
because every dollar you avoid spending is a dollar you won't have to pay back and a dollar's worth of interest
avoided.
There are many ways of reducing the "demand for funding" and some of the most common include:
•
•
•
•
•

Starting or expanding the business in phases that don't require funding or require less funding
Renting/Leasing building and equipment rather than purchasing
Purchasing used equipment rather than new equipment
Increasing the time you have before you have to pay for inventory and supplies through vendor selection
Decreasing the time before your customers pay you through credit terms

Remember as you think of ways to reduce the demand for capital do so without increasing the risk of your
business!
Fueling your Business in North Carolina is a good starting point. It has a great overview of financing and will
definitely open your mind for different options. Then follow that up with the Capital Opportunities for Small
Businesses guide to get the specifics as they relate to your business needs.
For grant information, visit NCGrants.gov. Thrive N.C. provides additional information on Grants & Loans in
North Carolina.

UNDERSERVED OR DISADVANTAGED GROUPS
There are a number of available programs to assist startups, micro businesses, and underserved or
disadvantaged groups. Inc.com has a several great articles covering the certification process and resources
available for minority-owned, women-owned, and veteran-owned businesses. We’ll cover a few of them here:
•
•
•
•

Environmentally-Friendly "Green" Business
Home-Based Business
Online Business
Self-Employment

•
•
•

Minority Owned Business
Veteran Owned Business
Woman Owned Business

 NOTE: You may be asked to provide a Dun & Bradstreet or DUNS number as part of the certification
process. Click here and here for information on obtaining a DUNS #.
8(a) Business Development Program
The Small Business Administration’s 8(a) Business Development Program helps small, disadvantaged
businesses compete in the marketplace. It offers a broad scope of assistance to firms that are owned and
controlled at least 51% by socially and economically disadvantaged individuals. For general questions about the
8(a) Business Development program, please contact 8aquestions@sba.gov.
Generally, to be approved into the 8(a) Business Development program and become certified, the business must
meet these eligibility requirements:
•
•
•
•
•
•
•
•

The business must be majority-owned (51 percent or more) by an individual(s).
The individual(s) must be an American citizen, by birth or naturalization.
The business must be majority-owned (51 percent or more) and controlled/managed by socially and
economically disadvantaged individual(s).
The individual(s) controlling and managing the firm on a full-time basis must meet the SBA requirement
for disadvantage, by proving both social disadvantage and economic disadvantage.
The business must be a small business.
The business must demonstrate potential for success.
The principals must show good character.
Separate eligibility requirements exist for a business that is owned by American Indians, Native
Alaskans, Native Hawaiians or Certified Development Companies.

The 8(a) Suitability Tool will help you determine whether your business is eligible for the program. You will
also need to register with the System of Award Management database to do business with the federal
government.
Department of Transportation
The Department of Transportation (DOT) is required to use at least 10 percent of money spent on contracts for
certain projects go to minority-owned businesses. The Disadvantaged Business Enterprise (DBE) regulations
require state and local transportation agencies that receive DOT financial assistance, to establish goals for the
participation of DBEs. To be eligible, you must qualify as a DBE. Visit the directory of State DOT and DBE
Programs for more information.
State & Local Programs
Many states and cities also have minority-owned business programs, which are often referred to as Minority
Business Enterprise (MBE) programs. Contact your state or local program for instructions on how to apply.
The North Carolina Department of Administration’s Office for Historically Underutilized Business (HUB)
certifies minorities, women, persons with disabilities, socially and economically disadvantaged individuals, and
disabled business enterprises as historically underutilized business firms for North Carolina State Government.
Watch SBTDC’s video “How to Get North Carolina HUB Certified” and the companion video to this step by step
guide: “What is HUB certification?” In addition to the DME program mentioned above, the North Carolina
Department of Transportation also offers several other opportunities for historically underutilized businesses.

C H A P T E R 7: A S H O R T N O T E O N N O N - P R O F I T S
Although this guide mainly focuses on for-profit businesses, the CLBC has extensive experience assisting
clients in forming non-profit corporations and obtaining 501(c)(3) tax exempt status. We always enjoy working
with non-profits and welcome your application. To get you started, we’ll provide a general overview to forming
a non-profit corporation and obtaining tax-exempt status, but also be sure to check out the Resources we’ve
compiled at the end of this guide.
It is important to understand that the terms “nonprofit” and “tax-exempt” are not synonymous. Not all nonprofit
organizations are tax-exempt. The fact that an organization may be organized and operated as a nonprofit under
applicable state law does not establish tax exemption for the organization. To qualify for tax exemption, an
organization must meet specific federal and state guidelines.
Nonprofit corporations are distinguished from business corporations not by their
organizational structure, nor by the process of management of the organization, but
by the purpose of such corporations. Unlike business corporations, nonprofit
corporations are not organized to make profit or financial gain for their owners.
Nonprofits may be formed under North Carolina law for any lawful purpose. These
purposes include charitable, civic, community welfare, religious and scientific. This
list is not exclusive; however, many other types of corporations can be categorized as nonprofit if they satisfy
the statutory requirements. A homeowners’ association would be one such example. The creation, operation and
dissolution of nonprofit corporations are governed by the provisions of Chapter 55A of the North Carolina
General Statutes.
Most nonprofits are or desire to be classified as a 501(c)(3) organization, which means they are formed for
religious, charitable, scientific, literary, or educational purposes and are eligible for federal and state tax
exemptions. To create a 501(c)(3) tax-exempt organization, first you need to form a North Carolina nonprofit
corporation. Then you apply for tax-exempt status from the IRS and the state of North Carolina. Here are the
details.
Is there a Need?
The first step to starting a non-profit corporation is to determine whether there’s a need. It’s possible that an
organization already exists and serves that need. You can search for non-profit corporations by county on the
Secretary of State’s website.
Form Your North Carolina Nonprofit Corporation
Next, you must form a nonprofit corporation under North Carolina state law
(Chapter 55A, the Nonprofit Corporation Act). We highly recommend you read the
Secretary of State’s Guide to Incorporating Your Nonprofit in North Carolina. The
Secretary’s website also has a useful FAQ page and Checklist for Early Stage
Businesses.
1. Choose the initial directors and officers for your nonprofit. In North Carolina,
your nonprofit corporation must have at least one director. Directors must be at least

18 years old, except in certain organizations involved in youth activities where some directors can be 16 years
old.
2. Choose a name for your North Carolina nonprofit corporation. The name of your nonprofit corporation
must be distinguishable from the name of any other nonprofit corporations, business corporations, limited
liability companies, limited partnerships and limited liability partnerships operating in North Carolina. In
addition, your name must contain the word "corporation," "incorporated," "company," or "limited, or the
abbreviation “corp.,” “inc.,” “co.,” or “ltd.” See North Carolina General Statutes 55D-20 and 55D-21 for more
on name restrictions.
To see if your proposed name is available, follow the same steps outlined in Chapter 4 of this guide.
3. Prepare and file your nonprofit articles of organization. You create your nonprofit entity by filing a
certificate of incorporation with the North Carolina Secretary of State. Your articles of organization must
include basic information such as:
•
•
•
•
•
•
•

your nonprofit’s name
a statement that your nonprofit is charitable or religious
the street address, and mailing address if different, of the nonprofit's initial registered office, the county
where the office is located, and the name of the initial registered agent at that address
the name and address of each incorporator
whether or not the corporation will have members
provisions regarding the distribution of assets on dissolution, and
the street address, and the mailing address if different, of the principal office, and the county where it is
located.

The Secretary of State has on its website an Articles of Incorporation form which you can use to create your
nonprofit corporation. This form contains the minimal information necessary to create a nonprofit in North
Carolina.
 NOTE: This form does not include language required by the IRS to obtain 501(c)(3) tax-exempt status. To
receive tax-exempt status from the IRS, you'll need certain additional specific language in your articles,
including:
•
•
•

a statement of purpose that meets IRS requirements
statements that your non-profit will not engage in prohibited political or legislative activity, and
a dissolution of assets provision dedicating your assets to another 501(c)(3) organization upon
dissolution.

For more information on IRS requirements for tax exemption, including sample language, see IRS Publication
557, Tax-Exempt Status for Your Organization. Make sure you include both the state and federal tax-exempt
required language in the articles you create.
4. Prepare bylaws for your North Carolina nonprofit corporation. Before you file your articles of
organization, you should have bylaws that comply with North Carolina law. Your bylaws contain the rules and
procedures your corporation will follow for holding meetings, electing officers and directors, and taking care of
other corporate formalities required in North Carolina. Your bylaws do not need to be filed with the state – they
are your internal operating manual.

5. Hold a meeting of your board of directors. Your first board meeting is usually referred to as the
organizational meeting of the board. The board should take such actions as:
•
•
•
•

approving the bylaws
appointing officers
setting an accounting period and tax year, and
approving initial transactions of the corporation, such as the opening of a corporate bank account.

If you did not name initial directors in your articles of incorporation, you will want to elect directors at the
organizational meeting. After the meeting is completed, be sure to create minutes that accurately record the
actions taken by the board.
6. Set up a corporate records binder. You should set up a corporate records binder for your nonprofit to hold
important documents such as articles of incorporation, bylaws, and minutes of meetings. Contact the CLBC for
more information, as well as minutes forms, consent forms, and other resolutions.
Obtain Your Federal and State Tax Exemptions.
Now that you have created your nonprofit corporation, you can obtain your federal and North Carolina state tax
exemptions. Here are the steps you must take to obtain your tax-exempt status:
1. File your Form 1023 federal tax exemption application. To apply for tax-exempt status, you must
complete IRS Form 1023, Application for Recognition of Exemption Under Section 501(c)(3) of the Internal
Revenue Code. Completing this form can be a daunting task because of the legal and tax technicalities you'll
need to understand. We can't give you complete instructions on how to complete the form in this article because
it is so complicated; for that, contact the CLBC. Here, we provide an overview of the form so you can
familiarize yourself with the type of questions you'll be asked to address.
2. Obtain your North Carolina state tax exemptions. For information and filing requirements for exemptions
from income, property, sales, and other state taxes, go to the Department of Revenue's website and also refer to
its publication, State Taxation and Nonprofit Organizations.
3. Other state reporting and registration requirements. Depending on your activities and the size of your
organization, you may need to register with the North Carolina Attorney General before doing any fundraising
activities. Check the Attorney General’s website for information and rules about fundraising and registration
requirements for nonprofits.

C H A P T E R 8: F I N A L A D V I C E
“Not all who wander are lost.” —J.R.R. Tolkien
The threats of terrorism and a soft economy have combined to make times uncertain for the small business
owner. You may be spending all of your energy in getting your company to bounce back, but it’s essential that
you focus on your own resilience as well. The good news is that the skills of resilience can be learned. Here are
ten ways to build resilience.
1.

Make connections. Networking doesn’t just make good business sense, it makes good psychological
sense. Form a network of professional and personal resources who can step in with advice or even just a
sympathetic ear when times get tough. The support goes both ways—helping others in their time of need
can benefit the helper as well.

2.

Avoid seeing crises as insurmountable problems. Whether your business has had to downsize or just
changed markets to accommodate the economy, you should focus on the big picture and realize that
these setbacks do not necessarily threaten the life of your business.

3.

Accept that change is a part of living. People evolve, and businesses do too. While change can be
painful, accept that your business will change to meet new circumstances—whether it is an updated
business plan or a new niche of customers served. In today’s business and economic climate, the ability
to be flexible is key.

4.

Move toward your goals. Small business owners tend to be very goal-oriented, but sometimes the
inactivity forced by a stagnant market can stall an entrepreneur. Develop some realistic goals and do
something regularly—even if it seems like a small accomplishment—that enables you to move toward
those goals.

5.

Take decisive actions. Act on adverse situations as much as you can. Take decisive actions, rather than
detaching completely from problems and stresses and wishing they would just go away. Problemsolving is an active and ongoing process that can increase resilience considerably.

6.

Look for opportunities for self-discovery. Small business owners can focus so heavily on changes in
the market that they forget that they also are evolving as entrepreneurs with each challenge they meet.
People often learn something about themselves and may find that they have grown in some respect as a
result of their struggles.

7.

Nurture a positive view of yourself and your company. You may think that small business has been
hit hard in this economy, but take a look at how well-positioned your company is to survive. Small
business owners may have been hit hard by the economy, but they also have the ability to be nimble and

flexible, something the larger companies often have trouble with.
8.

Keep things in perspective. Assuming your basic business plan is sound, realize that the economy
eventually will rebound and that other companies are facing a difficult time as well.

9.

Maintain a hopeful outlook. An optimistic outlook enables you to expect that good things will happen
in your life. Try visualizing what you want, rather than worrying about what you fear.
Take care of yourself. Small business owners spend so much time nurturing the company and their
employees that they sometimes forget their own needs and feelings. Engage in activities that you enjoy
and find relaxing. Exercise regularly. Taking care of yourself helps to keep your mind and body primed
to deal with situations that require resilience.

10.

Each entrepreneur may find as many ways to build resilience as he does to build his or her business. The key is
to identify ways that are likely to work well for you as part of your own personal strategy for fostering
resilience.

R E S O UR C E S
If you can’t find what you’re looking for here, try the North Carolina Business Resources Directory or contact
the CLBC for assistance.

COMMUNITY LAW & BUSINESS CLINIC
The CLBC is a clinical education program launched in 2009 at Wake Forest University School of Law, and
provides law and graduate business students with an opportunity to develop skills needed to practice in the
increasingly complex legal and regulatory environment they will encounter as professionals. The CLBC also
uses the resources and expertise of Wake Forest University to enhance community development efforts in
Winston-Salem, Forsyth County and the region.
The CLBC has assisted clients with hundreds of legal matters since opening in 2009, including those related to:
•
•

Small businesses and startups
Nonprofits

•
•

Art and intellectual property
Consumer transactions

If you are interested in receiving assistance from our Clinic, please fill out and return the CLBC Application.
Every effort is made to respond to applications within 10 business days.

Community Law & Business Clinic
8 West Third Street, Suite 100A
Winston-Salem, NC 27101
Phone: 336-631-1953
Ext. 1 & 3 to leave a voice message
Ext. 5 to speak with a receptionist
Fax: 336-631-1955
Office Hours: M-F 8:30am-4pm
Website: http://community-clinic.law.wfu.edu/
Steve Virgil
Clinical Professor of Law
Director, Community Law & Business Clinic
Phone: (336) 631-1953 Ext. 4
E-mail: virgilsm@wfu.edu

BUSINESS LINK NORTH CAROLINA (BLNC)
BLNC, a service of the NC Department of Commerce, provides access to an extensive network of experts who
can help your business succeed. Everything you need to know from licenses, government contracting, business
plans, tax information to marketing and access to capital. BLNC business counselors are available to answer
your questions during regular business hours.

Physical Address:
301 N. Wilmington Street
Raleigh, NC 27601

Mailing Address:
4344 Mail Service Center
Raleigh, NC 27699-4344

Toll-free: 1-800-228-8443
Email: info@blnc.gov
Website: www.blnc.gov

SMALL BUSINESS TECHNOLOGY & DEVELOPMENT CENTER (SBTDC)
SBTDC provides in-depth management counseling and education services designed to help business owners
make better decisions in achieving their business goals. Unlike consultants who work FOR businesses, SBTDC
counselors are experienced and knowledgeable advisors that work WITH businesses, providing information,
guidance, and feedback to entrepreneurs. The efforts of SBTDC professional staff are supplemented by the
engagement of students and faculty from all University of North Carolina system campuses and a number of
private universities and colleges.
Basic counseling services are provided without charge, as the SBTDC is funded in part by federal and state tax
dollars. Additional services, including management education and in-depth marketing research, are provided on
a cost-recovery basis.
With a lead center located in Raleigh, NC, the SBTDC operates 10 regional service centers in 15 total offices
and seven specialty programs. SBTDC’s local office is affiliated with Winston-Salem State University, and
serves the counties of Davidson, Davie, Forsyth, Iredell (northern), Stokes, Surry and Yadkin. If this location is
not located near you, please visit the Locations page or call (800) 258-0862 to find an office nearby.
Regional SBTDC Office
301 N Main St
9th Floor, Suite 921A
Winston-Salem, NC 27101
Phone: 336-750-2030

Statewide Administrative Office
5 West Hargett Street
Suite 600, 6th Floor
Raleigh, NC 27601
Phone: 1-800-258-0862

Website: http://www.sbtdc.org/

SMALL BUSINESS CENTER NETWORK (SBCN)
Comprised of 58 Small Business Centers throughout North Carolina, SBCN supports the development of new
businesses and the growth of existing businesses by being a community based provider of training, counseling,
and resource information.
In Forsyth County, the Small Business Center is located in Forsyth Tech’s Transportation Technology Center
Winston-Salem. Small business services are available at several locations. Many seminars are offered through
our partners such as The Enterprise Center at Winston Salem State University and the Urban League Quality of
Life Institute.
Contact the local SBCN office below, or click here for locations.
Forsyth County SBCN Office
4255 N. Patterson Avenue

Winston-Salem, NC 27105
Phone: 336-757-3810
Email: sbc@forsythtech.edu
Website: https://www.ncsbc.net/

SCORE
SCORE is a nonprofit association dedicated to educating entrepreneurs and helping small businesses start,
grow, and succeed nationwide. SCORE is a resource partner with the U.S. Small Business Administration
(SBA), and has been mentoring small business owners for more than fifty years. Contact the local SCORE
office or find a location near you.
SCORE Piedmont Triad Area Office
1451 S. Elm-Eugene Street
Greensboro, NC 27406
Phone: 336-333-5399
Website: http://www.score.org/

U.S. SMALL BUSINESS ADMINISTRATION (SBA)
SBA is a United States government agency that provides support to entrepreneurs and small businesses. The
mission of the Small Business Administration is "to maintain and strengthen the nation's economy by enabling
the establishment and viability of small businesses and by assisting in the economic recovery of communities
after disasters". The agency's activities are summarized as the "3 Cs" of capital, contracts and counseling. For
more information, download SBA’s Resource Guides: North Carolina and National (en Español).
Contact the local offices below, or find your local office by visiting the Locations page or contacting the SBA
Answer Desk at 1-800-827-5722 or answerdesk@sba.gov.
North Carolina District Office (Directory)
6302 Fairview Road Suite 300
Charlotte, NC 28210
Phone: 800-827-5722
Fax: 704-344-6769
Website: http://www.sba.gov/about-offices-content/2/3127

ANGELL CENTER FOR ENTREPRENEURSHIP
The Angell Center for Entrepreneurship unites entrepreneurs, students and faculty in the pursuit of excellence in
entrepreneurial outreach, curriculum and research. The Center for Entrepreneurship is a partner and driving
force in the Triad region’s innovative business community as well as a resource for students. Whether you are
starting a new business venture or strengthening a current one, the Center can help you get the most that Wake
Forest has to offer via numerous programs.
Angell Center for Entrepreneurship
Wake Forest University School of Business
Farrell Hall 337
Winston-Salem, NC 27109-7659

E-mail: mandelsw@wfu.edu
Phone: 336-758-3689
Fax: 336-758-6133
Website: http://business.wfu.edu/academic-centers/angell-center-entrepreneurship/

RESOURCES BY TOPIC
** Highly Recommended
•

•

•

•

Business Plans & General Guides
o Business Start-up and Resource Guide (SBTDC) **
o Business Notes (BLNC) **
o Navigating Business Services in North Carolina **
o New Business Contact List (NCDOR) **
o Interactive Guide Business Startup (SBCN)
o Business Planning Checklist (BLNC)
o Templates
 How to write a business plan (SBA) **
 Startup Businesses (SBCN) **
 Established Businesses (SBCN) **
 Template Gallery (SCORE)
Entity Selection
o Selecting a Business Structure (BLNC)
o Business Structure (SBCN)
o Business Structure (SBA)
Incorporation
o N.C. Secretary of State Corporations Division
 Guidelines to Incorporating **
• Business Corporation
• Limited Liability Company (LLC)
• Nonprofit Corporation
 Early Stages of a Business – Check Lists
 Print Forms
 FAQ
o Choose & Register Your Business (SBA)
Non-Profit Corporations
o CLBC Website and Blog **
 We routinely post information relevant to non-profits, ranging from budgeting and
finance essentials to board governance. Be sure to check back often for updates.
o Guide to Incorporating Your Nonprofit in North Carolina **
o Ten Steps in Forming a Non-Profit Organization
o Guidebook for Boards of Directors **
o State Taxation and Non-Profit Organizations **
o NC Center for Non-Profits

•

•

•

 Are you in Legal Compliance? **
Licenses & Permits
o Business Licenses & Permits (BLNC) **
o Obtain Business Licenses & Permits (SBA)
Research
o Understand Your Market (SBA)
o How to Conduct an Industry Analysis (SBTDC) **
o Location
 Business Locations Tools and AccessNC (Thrive NC) **
 Choose Your Location & Equipment (SBA)
 Incubators
• National Business Incubation Association (NBIA)
• North Carolina Business Incubation Association (NCBIA)
• S.G. Atkins Community Development Corporation
• The Angell Center for Entrepreneurship (Wake Forest University)
o Data & Statistics
 Business Data & Statistics (SBA)
 Labor & Economic Analysis Tools (N.C. Dept. of Commerce)
 State Data Center (NC OSBM)
 Socioeconomic Data (NC OSBM)
 Economic Indicators (Economics & Statistics Administration)
 Employment Statistics (Bureau of Labor Statistics)
 Income and Earnings (Bureau of Labor Statistics)
 Census Data (U.S. Census Bureau)
• Demographics (American Fact Finder)
 The Annual State of Small Business (SBTDC)
 Small Business Statistics (SBA Office of Advocacy)
o Thrive N.C. Fact Book
 North Carolina's Distinct Advantages
 Market Access from North Carolina
 Talent Pool in North Carolina
 Workforce Development Network
 Quality Education Systems in North Carolina
 Legal Aspects of Doing Business in North Carolina
 Taxes in North Carolina
 Financial Incentives
 Utilities in North Carolina
 Quality of Life in North Carolina
Funding
o Capital Opportunities for Small Businesses (SBTDC) **
o Fueling your Business in North Carolina (SBCN) **
o Finance Your Business (SBA)
o Explore Loans, Grants & Funding (SBA)
o Grants
 NCGrants.gov

•

•

•

 U.S. Department of Commerce Grants
 Grants.gov
o Private Equity Funding
 Private Equity Initiatives (SBTDC)
 NC Angel Funds & Networks
International Business
o Guides to Doing Business (Lex Mundi) **
o International Business & Exporting (BLNC)
o Export Business Planner (SBA)
o Export-Import Bank (EXIM)
o Market Research Guide for Exporters (BusinessUSA.gov)
o Country Market Research (BusinessUSA.gov)
o BuyUSA.gov (U.S. Commercial Service)
Government Contracting
o Government Contracting (BLNC)
o Government Contracting Classroom (SBA)
o Contracting Support for Small Businesses (SBA)
o N.C. Openbook (N.C. Office of State Budget & Management)
o Federal Agency Data (FedStats.gov)
Underserved or Disadvantaged Groups
o SME Toolkit (IBM & IFC)
o Office of Government Contracting (SBA)
 The SBA's Office of Government Contracting works to encourage maximum
participation by small, disadvantaged, and woman-owned businesses in federal
government contract awards.
o Minority
 Minority Programs (BLNC)
 Minority-Owned (SBA)
 8(a) Program (SBA)
 Disadvantaged Business Enterprise (DBE) Program (DOT)
 North Carolina Institute for Minority Economic Development (Based in Durham)
 Minority Business Development Agency (MBDA)
• MBDA provides business consulting services, access to capital, access to
contracts, and access to market opportunities to minority business owners.
 National Minority Supplier Development Council (NMSDC)
• NMSDC connects minority-owned businesses to private-sector buyers. For more
information, contact one of the NMSDC’s 37 regional councils.
 Government Resources
o Native American
 Native American-Owned (SBA)
 North Carolina Indian Economic Development Initiative (Based in Fayetteville)
o Women
 Women-Owned (SBA)
 Inc.com Article
 National Association of Women Business Owners (NAWBO)

•

•

•

•

•

NAWBO is a national membership-based organization representing the interests
of the more than 10 million women-owned businesses in the United States.
 National Women Business Owners Corporation Database (NWBOC)
• The NWBOC has an online procurement marketplace where buyers can search
the pool of certified WBEs, and where WBEs can make connections and secure
procurement leads.
 WomenBiz.gov
• A list of key resources and links to websites of organizations whose interests are
aligned with the needs of women-owned businesses.
o Veteran
 Veteran-Owned (SBA)
 Inc.com Article
Taxes
o Tax Information (BLNC)
o Filing & Paying Taxes (SBA)
o N.C. Department of Commerce
o N.C. Department of Revenue
 Tax Information
 Taxpayer Self-Help Tool
o Small Business Forms and Publications (IRS)
Free Education
o Entrepreneurship Classes (Massachusetts Institute of Technology) **
o E-Corner (Stanford University)
o Khan Academy
 Accounting & Financial Statements
 Corporate Taxation
o Small Business Learning Center (SBA) **
 Accounting
 Marketing
o Investopedia
 Complete Guide to Corporate Finance
o Class Central (compiled list)
o Open Culture (compiled list)
Legal
o Wake Forest Community Law & Business Clinic **
o Lex Mundi's Guides to Doing Business (more than 100 jurisdictions worldwide) **
 Legal Guide to Doing Business in North Carolina (Womble Carlyle) **
o Intellectual Property Guide (SBTDC) **
o NC LEAP (North Carolina Lawyers for Entrepreneurs Assistance Project)
o Learn About Business Law & Regulations (SBA)
o Bankruptcy Basics
o North Carolina General Statute Search (N.C. General Assembly)
o North Carolina Administrative Code (N.C. Office of Administrative Hearings)
o Nolo.com
Employer Responsibilities

•

o Employer Requirements (BLNC) **
o N.C. Department of Labor
 New Business Packet Request Form **
 N.C. Minimum Wage
 OSH Resources Guide
o Hire & Retain Employees (SBA)
o Employment Law Guide (U.S. Dept. of Labor)
o E-Verify (U.S. Citizenship & Immigration Services)
 FAQ (N.C. Dept. of Labor)
o Southeastern OSHA Training Institute (OTI) Education Center (NCSU)
Additional Resources
o Business Resources Directory (N.C. Rural Economic Development Center) **
o Online Business Resources (SBTDC) **
o Entrepreneurship Resources (BLNC)
o Sales & Marketing Resources (BLNC)
o Workforce Development (BLNC)
o N.C. Rural Economic Development Ctr.
o North Carolina Rural Entrepreneurship (Based in Raleigh)
o NCWorks (N.C. Dept. of Commerce)
o North Carolina Government Resources
o North Carolina Chamber of Commerce Directory
o Winston Salem
 Resource Guide **
 Chamber of Commerce
• For more information about the Chamber’s programs or upcoming seminars for
small businesses, please contact Jill Atherton at 336-728-9206.
 Community and Business Development
o Raleigh
 Chamber of Commerce
• Business Resources (Small Business Guide)
• For more information, contact James Sauls, Economic Development Manager,
919-996-2707
o Charlotte
 Business Resources
o Industry Specific
 N.C. Textile & Apparel Resource Guide (N.C. Dept. of Commerce)
 Industry Sector Resources (BLNC)
o Entrepreneurship Resources (Harvard University)
o Goodwork.org (hablan español)

IRS PUBLICATIONS - BASED ON YOUR SPECIFIC TYPE OF BUSINESS
To ensure you access the most current version, please visit the IRS Publication website.
Agricultural Industry
•

Publication 225, Farmer's Tax Guide

Commercial Fisherman Industry
•

Publication 595, Capital Construction Fund for Commercial Fishermen

Construction Industry
•

Publication 510, Excise Taxes

Retail Trade/Restaurants
•
•
•
•

Publication 531, Reporting Tip Income
Publication 3144, Tips on Tips (A Guide to Tip Income Reporting) for Employers
Publication 3148, Tips on Tips (A Guide to Tip Income Reporting) for Employees
Publication 3148 (SP), Reporting Your Tip Income, Spanish

Retail Trade/Automotive
•

Publication 3204, Automotive Manufacturers' Incentive Program to Vehicle Salespersons

Tax Practitioners
•
•

Publication 966,Electronic Choices to Pay All Your Federal Taxes
Publication 1187, Specifications for Filing Forms 1042-S Foreign Person’s U.S. Source income Subject to
Withholding, Electronically

Trucking Industry
•

Publication 510, Excise Taxes

Other
•
•
•
•
•

Publication 527, Residential Rental Property (Including Rental of Vacation Homes)
Publication 536, Net Operating Losses
Publication 559, Survivors, Executors, and Administrators
Publication 925, Passive Activity and At-Risk Rules
Publication 950, Introduction to Estate and Gift Taxes

RECOMMENDED READING FOR SMALL BUSINESSES
To ensure you access the most current version, please visit the Recommended Reading for Small Business
website.
Publication
15
334
463
505
531
535
547
560
583
587
598
946
1635
1779

Description
Publication 15, (Circular E), Employer's Tax Guide
Tax Guide for Small Business (For Individuals Who Use Schedule C
or C-EZ)
Travel, Entertainment, Gift, and Car Expenses
Tax Withholding and Estimated Tax
Reporting Tip Income
Business Expenses
Casualties, Disasters, and Thefts (Business and Nonbusiness)
Retirement Plans for Small Business (SEP, SIMPLE, and Qualified
Plans)
Starting a Business and Keeping Records
Business Use of Your Home (Including Use by Day-Care Providers)
Tax on Unrelated Business Income of Exempt Organizations
How to Depreciate Property
Understanding Your EIN - Employer Identification Numbers. This
publication is designed to educate the public about the Employer
Identification Number (EIN). It explains what an EIN is, how to know
if you need one for your business and provides application criteria.
Independent Contractor or Employee

PDF
1.73MB

Website
Web Page

2.32MB

Web Page

1.59MB
1.74MB
1.05MB
11.5KB
1.17MB

Web Page
Web Page
Web Page
Web Page
Web Page

1.15MB

Web Page

1.03MB
1.28MB
1.15MB
11.5KB

Web Page
Web Page
Web Page
Web Page

476KB

N/A

804KB

N/A
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Chapter 1: Is Entrepreneurship For You?
o Image: Dice White
o SBA, Thinking About Starting a Business?
Chapter 2: Steps & Resources to Starting a Business
o Image: Moving forwards 4
o SBA, 10 Steps to Starting a Business
Chapter 3: The Business Plan
o Image: Hope 1
o Nolo.com, Why You Need to Write a Business Plan
o SBA, How to Write a Business Plan
o LeadershipGrants.com, Business & Marketing Plan Templates
o SCORE Business Plan Template
o SBA, Make Sure Your Business Information Stays Secret with Non-Disclosure Agreements
o Legalzoom, Business Plan Non-Disclosure Agreement
o Harvard University, Sample NDA
Chapter 4: Creating Your Business
o Image: Vector parchment with a pen and ink. Icon for reco
o North Carolina Department of the Secretary of State, Corporations Division
 Guides to Incorporating
 Corporations FAQ
o Business Link North Carolina (BLNC)
 Selecting a Business Structure
 Business Notes
o Small Business Center Network (SBCN)
o Small Business Administration (SBA)
 Sole Proprietorship
 Partnerships
 Limited Liability Company
 Cooperative
 Corporation
 S-Corporation
o Nolo.com, S Corporation Facts
o Nation-wide Incorporators, How to Choose the Right Entity
o Thomson Hall, Can an LLC be taxed as an S Corp?
o SimplyTaxesLLC.com, How to File a North Carolina LLC Tax Return (Classification Options)
o Accounting & Tax Center, Starting a Business (Tax Calendar)
Chapter 5: Requirements after Incorporation
o Image: One
o Image: Headache
o Business Link North Carolina (BLNC)

•

•

•

 Business Notes
o Internal Revenue Service
 Business Taxes
 Starting a Business
 Business Structures
 Tax Years
o SBTDC Guide to Intellectual Property
Chapter 6: Funding Your Business
o Image: Business Piggy Bank 3 ver. 1
o Small Business Center Network, Funding
o Inc.com
 How to Get Certified as a Minority-Owned Business
 How to Get Certified as a Veteran-Owned Business
 How to Become a Certified Woman-Owned Business
Chapter 7: A Short Note on Non-Profits
o Image: Young Plant 1
o Image: Hands
o Nolo.com, How to Form a North Carolina Nonprofit Corporation
o N.C. Secretary of State Guide Incorporating Your Nonprofit in North Carolina
Chapter 8: Final Advice
o Image: chess&business
o Goodwork.org, Resilience for the Small Business Owner

