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CONNECTICUT SMALL BUSINESS
DEVELOPMENT CENTER FACTS

« UConn, School of Business

* National program of the U.S Small Business
Administration (SBA)

« Department of Economic and Community
Development (DECD) and local partners

* National Trade Organization America’'s SBDC
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CTSBDC MISSON

Our mission is to help businesses start, grow and
thrive by providing customized advising, education
and network resources to entrepreneurs and small
businesses in Connecticut.

“Cafemantic’s growth in the past
four years has been fantastic.
Business Advisor Greg Lewis and

CTSBDC helped me look at my

business in a new way.”

Andrew Gutt, Owner
Cafemantic
Willimantic, CT

cafemantic.com
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SERVICES

& ‘ “We can'l thank Business Advisor

CUSTOMIZED ADVISING

%

BUSIneSS pl.an reVIeW . ‘““.‘L } " “; to profitability. For the first time in
° Startup aSSIStanCe | : . =1 | = N & \ a long while we're confident and

ek byt
* Financial analysis . o
« Market research o dfm— e
« Marketing and social media training

« Budget preparation and forecasting

* Export consulting

« Business disaster or disruption preparation

Chris Pisarz and CTSBDC enough
for guiding us on this journey back
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IS STARTING A BUSINESS
RIGHT FOR YOU?

« Why are you doing this?

“CTSBDC’s Business Advisor Patty

start a business? = .0 | ™ iint e righ stste resoures.
- Are you willing and R O

motivated to work long ONs - dd B

hours?

* Do you have the support
structure (family & friends)
who will encourage you?

Starting a business is hard. Over half will falil.
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WHY DO BUSINESSES FAIL?

* Not enough money to cover business expenses
« Poor business management/unclear direction

* Miscalculation market potential
* |neffective advertising

* Poor credit

* Poor location

* Not considering legal aspects
* Choosing the wrong partners

The #1 reason: Undercapitalization.
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BUSINESS PLAN
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ANSWER THESE:

 Who is your customer?

* Who are your competitors?

« Why customers buy your product or use your service?
 How much money can you realistically charge?

 How much time/money is required to start up and run
your business?

* Do you have enough money or access to money
to start up?

« What are your biggest risks?

The CTSBDC can help you succeed.
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WHAT TYPE OF BUSINESS
DO YOU WANT?

« Startup
YOUR dream

 Purchase an existing
business

You will take on current clients
and the business’s reputation

This is’®
MY |dea' You will have less control

but the model is proven

* Franchise

-
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BUSINESS STRUCTURES

/Proprietorship

e |ndividual
 Agreement
* No legal entity between 2+ people
(written)
* Owner responsible
for all debts & * Each partner
contracts proportionally
responsible for profit/
* Profit/loss is on loss on personal

kpersonal taxes / ktaxes /
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BUSINESS STRUCTURES (cont'd)
o L]
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G)rporation

* Created by
filing articles of

incorporation * LLCs combine liability
_ protection and flexible
« Separate entity from tax status

individual owner(s)

« Members may have to

« Owners (shareholders) guarantee loans

have limited liability

protection « Members disclose

. Owners may have to prOfitS/|OSSGS on

kpersonally guarantee Io@ kpersonal taxes
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PROS OF DIFFERENT
RUCTURES

Proprietorship Partnership Corporation LLC
Easy to « May be » Separate « Same as
establish easier to legal entity corporation
Control set up * Limited  Easierto
No entity tax * Not alone liability administer
(Schedule C) * Unlimited life * Flexible tax

« Own P&L « Raise capital structure

\ / \ / \° Case history/ \
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CONS OF DIFFERENT

BUSINESS STRUCTURES

Proprietorship

Unlimited
liability
Limited
access to
capital
Limited life

GrowCT.com

o J
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Partnership

Unlimited,
equal liability
Shared
control
Limited
transferability

-'.‘\

Corporation

Increased
administration
Costs

more than
Partnership/
SP to

/ \ administer /

Whatever Your Business, s BDC
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LLC

Increased
start-up fees
Lack of case
history
Different
state laws

J

—
- -A,

AMERICAS'S




WHAT IS THE BEST STRUCTURE
FOR YOU?

About 70% of businesses are sole proprietorships.

GrowCT.com

-

Ability to get
financing

|

Size/scope of
business

Y

.

C Sole Proprietorship

LLC
Corporation
Partnership

\

~N

J

\
Start-up costs
& licensing

1

Tax
requirements
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CHOOSING A NAME

* Check URL availability and domain
registration (Google it)

« CT Secretary of State CONCORD

* Town Clerk Office
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NAME REGISTRATION

* Assumed name notice for Sole proprietorships
and partnerships
v’ File at town clerk’s office

v AKA Trade Name Certificate or registration

 For LLC, LLP, S-Corp and C-Corp
v File at CT Secretary of State CONCORD
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LICENSES AND PERMITS

« City, Country, State

 Health, Children, ADA, Environmental

» Zoning, Building

* Fire, Safety, Access

* Check the CT Licensing Center
http://www.ct-clic.com

 Check the SBA
http://www.sba.gov/licenses-and-permits
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ADDITIONAL PROTECTIONS

« U.S. Patent and Trade Mark
« Patent renewal, copyright

« U.S. Patent Trademark Office
(http://www.uspto.gov)
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TAX REGISTRATION

« CT Department of Revenue Services
v Sales Tax
v Business Entity Tax
v Employee Taxes
v' Department of Labor
 Federal Tax (IRS)
v' FEIN
v' Employee taxes
v' Employee eligibility and immigration/citizenship

When ownership of a business changes or if you purchase a
business, you may be required to get a new FEIN.
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SELF EMPLOYMENT TAX

* Annual return and quarterly estimated
SE Tax (Social Security and Medicare)

« (Can pay via electronic payment system
 File Schedule C or SE
« Home office deductions

« Husband and wife business vs.
qualified joint venture

Self employment tax rate for 2015 is 15.3%
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CT SALES TAX

« Before purchase of a business —
certificate of tax clearance

* \Who needs to secure sales and use
certificate?

v’ Intends to sell, rent or lease goods
v’ Sell taxable services

v Operate hotel, motel or lodging

v" Non-resident contractors/employees
v' Craft or flea market

Sales tax rate for 2015 is 6.35%
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RECORD-KEEPING

* Records are required to prove income, deductions and
profits/losses for each year, as well as asset value

« Software is a great tool to track all of this

« Use a good filing system to track business related
expenses for deductions (i.e.; Peachtree, QuickBooks)

« Keep accurate records
v Document management decisions
v Tax Time
= Connecticut Society of CPAs (http://www.ctcpas.orqg)

When you go for a loan or to sell your business
“book value ” should support what you are asking for.
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WHAT SHOULD | KEEP?

« Keep daily transaction records for 7 years

» Cancelled checks, invoices, purchase orders, sales
receipts, loan agreements/contracts

« Keep payroll records original tax returns 5 years

« Keep copies of mortgage or loan releases as long
as you own the asset(s) secured

» Be sure to file AND record releases as necessary

Always be prepared for an audit.
Make backups and have safe storage.
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BANKING

» Keep business and personal in separate
accounts

* Businesses require documentation
v'Charter & FEIN for Corporations

v'FEIN/SSN and copy of Assumed Name for
non corporate entity (http://www.irs.gov)

v Articles of Organization
v Certificate of Trade Name
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CHOOSING A BANK

« Choose a bank that will meet your needs
v Consider hours of operation
v Online / bill pay options
v Merchant services
v’ Compatible with your business type
v Fee structure
 Develop that relationship
v Depository and Lending
v’ Future credit reference
v Future loan application
v Advisory board participation
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INSURANCE IS REQUIRED

* Protect your business, employees and
personal assets (
https://www.elicense.ct.gov/)

* Types to consider
v Liability
v Key-person
v Business property
v Business interruption
v Import/export
v Vehicle
v Umbrella, other
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WORKERS COMPENSATION
INSURANCE

* Required for any employee
(rare exceptions)

* Prevents employees from suing employer
for injuries suffered

» State-approved insurance companies
» Rates are industry specific
« Each company earns a ‘safety rating’
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REQUIREMENTS WHEN
HIRING EMPLOYEES

* Required paperwork: w-4, cT-w4, 1-9
* Knowing labor laws
* Issue year-end W-2' s

 CT Dept. of Labor
(https://www.ctdol.state.ct.us/)
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CONSIDERATIONS WHEN
HIRING EMPLOYEES

» Benefits - pretax/after tax deductions
* Miscellaneous withholdings

» Garnishments

* Hiring policies

Whatever You r BUSiness’ SNALL BUSINESS DEVELOPMENT CENTERS
GrowCT.com We Can Help It Grow
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TAXES PAID BY EMPLOYER

* Social Secu rity — 50% contributed by employer

* Medicare — 50% contributed by employer

* Federal Tax — withheld according to withholding tables
* Federal Unemployment (FUTA)

» State withholding tax (6.35% of gross wages)

* Franchise Tax

* Motor Carrier Road Tax

* Manufacturer Exemptions?

You are responsible for timely payment of withheld tax
payments. Late fees and penalties accrue!
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EMPLOYEE VS.
INDEPENDENT CONTRACTOR

» Correct classification is your responsibility

* There are large penalties for improper
classification

« Business must prove “lack of control”
v'No set target for proving this

v'Plumbers are independent contractors:
* You don’t know when he will arrive
* You don’t know what tools she will use
* You don’t know how long the job will take
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PARTS OF A
BUSINESS PLAN

 Part 1: Narrative
 Part 2: Numbers
* Part 3: Supporting Information

Whatever You r BUSiness’ SNALL BUSINESS DEVELOPMENT CENTERS
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YOUR BUSINESS PLAN IS
YOUR ROADMAP

* Your guide for setting up and managing
your business

* Supports loan requests
* Tools to create your plan

IlivePlan

You need to know where you are going
and how to get there!
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NARRATIVE

« Executive Summary

* Business Description
 Managers and Employees

* Operations and Location

» Customers and Target Market

This is your chance to captivate and engage your reader!
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YOUR TARGET

* Products and Services

* Mode(s) of Distribution

* Pricing model or “costs plus”

» Advertising and Promotions

« Competitive Analysis (aka SWOT)
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MARKETING PLAN

* Plan vs. Implementation
* Traditional vs. Electronic
» Sales Projections

« Startup and Monthly Operating Expenses
(aka projections, internal financials)
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SOURCES OF FUNDING

* Personal Funds
* Friends & Family
* Loans (Business and/or personal)
» Partners/investors

* Credit Cards

* Grants

» Boot Strapping from cash flow
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CONSIDERATIONS FOR
LOAN APPROVAL

 Ability to repay loan

» Sales projections accurate

» Balance sheet strength
 Industry/industry position
 Management and controls

» Credit rating and in good standing
» Collateral
» Gut feeling

—
2 -A,

AMERICAS'S

Whatever Your Business, s B Dc

GrowCT.com We Can Help It Grow [CONNECTICUT



SUPPORTING INFORMATION

« Estimates and quotes

* Floor plans/designs

 Resumes

* Franchise/lease agreements

« Letters of commitment

Tax Returns (Personal & Business)
* |Internal Financials/projections

* Anything else to help your case

Be prepared. Estimate or make reasonable
guesses for what you don’t know.
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