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Next Steps… 
 We’ll assume that you already have a solid business idea  

 You know about value innovation and the blue ocean strategy 

 You have heard something about a business plan and put it on your list of things to 

Google. (yes, googling should be a verb, Yahooing just sounds weird). 

After this workshop, your next step is to both create a business plan and look into how to 

create a lean start up.  

 

Let’s cover the boring (but necessary) stuff: 

Legal forms of organization – It’s the way you’ll structure your business in the eyes of the 

government and law firms. When making this decision you should consider two things; your 

tax bill and the amount of liability you’re willing to take. 

Hint You can always start as a sole proprietorship which easy to start, then move up to a 

Corporation as your business grows. That’s why often you’ll see “Inc.” as in Incorporated in 

many businesses’ names. 

Sources of Funding – There are no grants for small business, but there are ways that you can 

start one with low resources. The important thing to remember is to have the money ready 

way before you need it. 

Business Licenses & Permits – Step by step process covering the legalities of starting a 

business. Let’s make sense of DBA, FBN, EIN, business licenses, home occupational permits, 

zoning, and even marketing etiquette.  
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LEGAL FORMS OF ORGANIZATION 

There are two aspects that should be taken into account when deciding what legal form to organize 

your business as. One is the legal liability implications and second is the tax implications. If you decide 

to setup your business as an LLC, S-Corp or Corporation we recommend getting a lawyer to file and 

write all documents. Use the chart to help you make a decision, to get full descriptions click here. 

 Proprietorship Partnership Corporation (S or C) LLC 

Best Suited 

For: 

Single owner 

business where 

taxes or product 

liability are not a 

concern 

Business with 

partners where 

taxes or product 

liability are not a 

concern 

Single or multiple 

owner business 

where owner(s) 

need(s) company 

funded fringe 

benefits and liability 

protection 

Single or multiple 

owner business where 

owner(s) need(s) 

limited liability but 

want to be taxed as 

a partnership 

Type of 

Entity: 

Inseparable from 

owner 

Inseparable from 

owner but can 

have debt or 

property in its 

name 

Separate legal 

entity 

Separate legal entity 

Main 

Advantag

es: 

Inexpensive to set 

up 

Few administrative 

duties 

Inexpensive to set 

up 

Few administrative 

duties 

Limited liability 

Company paid 

fringe benefits (C 

corp.) 

Tax savings through 

income splitting (C 

corp.) 

Capital is easy to 

raise through sale of 

stock 

Limited liability 

Pass-through entity 

Unlimited number of 

owners 

Capital is easy to 

raise through sale of 

interests 

Main 

Disadvant

ages: 

Unlimited liability 

No tax benefits 

Business dissolves 

upon death of 

owner 

Unlimited liability, 

also liable for 

partners’ acts 

No tax benefits 

Legally dissolves 

upon change or 

death of partner 

Can be costly to 

form 

More administrative 

duties 

S Corp. limited to 35 

shareholders 

Can be costly to form 

More administrative 

duties 

Taxes: Owner is 

responsible 

File Schedule C with 

Form 1040 

Partners are 

responsible 

File Form 1065 

C Corp. pays its 

own 

S Corp. passes 

through to owners 

File C Corps file 

1120S 

Usually taxed as a 

partnership, but can 

be taxed as a corp. 

in some states 

Usually form 1065 

http://www.iewbc.org/resources/
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Sources of Funding 

Debt financing is a loan with a defined payback period and interest rate. Here is the 

important part; it is very hard for start-ups to get a loan. Loans are more easily available to 

organizations that have been in business for at least two years and have profits that 

demonstrate they can make the loan payments comfortably. Lending institutions like to 

point to the 5 C’s of credit.  

Equity financing is the owner or someone else investing in the business for ownership, or stock. 

Crowd-funding is an alternative type of financing which came with the advent of the 

internet. It uses a website to get money from several people online. Although crowd-funding 

is not possible due to government regulations, a legislation (The JOBS act) that passed last 

year should allow people to use websites like KickStarter to seek funding. 

Examples of these sources of funding include: Bank loans, home equity loans, personal loans, 

and credit cards. 

Examples: Borrowing from friends and family, venture capital, sale of stock, having a limited 

partner (investor).  

Financing tips: 

Develop the ‘proof-of-concept’ prior to getting the loan. In other words use your own 

resources to make a business that can self-sustain and generate profit. Financing should be 

used to leverage a system that already works. 

 

Get the loan prior to actually needing the money. Give yourself at least a six month lead 

because it may take up to three months to receive a loan assuming all the paperwork is 

correct. 

 

 

  

http://www.kickstarter.com/
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Licenses and Permits 
 

Business License is required to do business at the city level. You should have a business 

license in every city you do business in unless you are a web based organization in which 

case, you’ll only need a license for the city where your main office is. You can obtain your 

business license at the city hall and you’ll pay a standard application fee and a percentage 

of your projected sales. 

Fictitious Business Name is also known as a DBM (Doing Business As). It needs to be filed only 

if you are a sole proprietorship or partnership, unless you are using your name to do business 

for example a real estate agent or a contractor. You file the FBN at the county Hall of 

Records and there is a standard fee plus there is a requirement to advertise your fbn in a 

local newspaper. 

 

For San Bernardino County click here  

For Riverside County click here 

Hint Use the least expensive newspaper to advertise your FBN. 

Important Keep in mind that once you file your FBN, your information becomes public and 

you will get spammed. Be careful, a couple of years ago people got a letter from “the 

county” requiring them to pay huge fees for renewing their business license. It was a fake 

letter. 

Home Occupational Permit You’ll likely need this permit if you are doing business out of your 

own home. The good thing is that it’s cheaper than rent.  

Zoning Some business you won’t be able to do out of your own home. For example to do 

catering you would need to use an industrial kitchen instead of your home oven. Anything to 

do with chemicals is frowned upon to do out of your own home.  

Employee Identification Number (EIN) This number is free to get and is used to pay employee 

taxes. Did you know that immediate family members (spouse and kids) don’t count as 

employees? You can get the EIN here. 

 

http://www.sbcounty.gov/acr/FBNinfo.htm
http://riverside.asrclkrec.com/acr/OSfbn.asp
http://www.irs.gov/businesses

