MODULETHREE

The Official Entrepreneur Certification
MODULE 3: Create Your Business’ Legal Structure and More

1. Decide on the Legal Ownership Structure for Your Business, With the Help
of a Competent Expert or Attorney
Taking care of your company’s legal health is like taking care of your personal health: an ounce
of prevention is better than a pound of cure. Time after time, entrepreneurs end up in legal battles
costing thousands of dollars that could have been avoided with a $200 trip to an attorney.
Make your first visit to a lawyer right at the beginning of your business life. Look for an attorney
who handles general business law, especially with new or small companies. Ideally, he or she
will have experience with companies in your industry, but that is certainly not necessary unless
you are in an industry that is highly regulated. The best way to find a lawyer is by asking for
referrals, especially for others in your field.
In addition to making the vital trip to a lawyer’s office, you can also consult a number of other
resources to help you with legal and licensing issues. These include:
Small Business Development Centers: Your local SBDC office is likely to be able to help
you understand the specific business regulations you’ll have to deal with in your
community. The SBDC will also have contact information for city, county, and state
offices (such as a County recorder or city planning department).
BusinessLaw.gov (http://business.usa.gov/): This is a website set up and maintained by the
U.S. government, to accumulate information from various federal agencies as well as
from individual states regarding business laws and regulations.
Individual state business portals: Individual U.S. states all have their own websites.
Many of these also have set up gateways or “portals” to assist those who want to do
business in that state. These portals compile a great deal of information in one place.
Here are a few tricks to find your state’s business gateway:
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• Try www.state. (your state’s two-letter abbreviation).us or try www.state (your
state’s two-letter abbreviation).gov. In other words, for California, the website
would be www.state.ca.us; for New York, http://www.ny.gov/. Once at your state’s
site, look for “Business,” “Starting a Business,” or similar.
• At a search engine (such as Google), type in your state and the words “business
resources.” In other words, for Iowa, type in “Iowa business resources.” This may
turn up additional state business sites.
Individual city or county websites: Many cities and counties, especially in large
metropolitan areas, maintain business information on their websites. Use a search engine
to find your city/county website.
When starting a business, one of the first questions you need to answer is what kind of legal form
your business will take.
Now, this may sound like a question that shouldn’t be important to a very small business. After
all, if you’re going to be a consultant or a graphic designer or an electrical contractor, why bother
dealing with the government? Who needs to pay a few hundred dollars in corporation or legal
fees?
But choosing a legal form affects how much you pay in taxes, who can invest in your company,
and most importantly, your personal financial security.
Three things to keep in mind when choosing a legal form are:
Liability: Legally, corporations are considered individual entities. As such, the
corporation—not individual shareholders—are responsible for the actions of the business.
In other words, if something goes very wrong and a corporation is sued, only the assets of
the corporation are at stake—not the owners’ personal assets. (There are some exceptions
to this rule, but generally, your personal liability is greatly limited.) Obviously, having
liability limited to the company’s assets is quite desirable, since it means your personal
assets—your home, investments, savings—can’t be seized if your company has a legal
judgment against it.
Double taxation: No one likes paying taxes, and you certainly don’t want to pay taxes
twice—once on income for the business and then again when the income is distributed as
profits to you. Instead, look for a legal form that allows for the profits of the company to
“pass through” to the owners, without having to pay corporate taxes first.
Ownership: Some legal forms of business limit the number or type of people who can
invest in your company. If you’re seeking a large number of investors or international
investors, find a corporate structure (for instance, a “C” corporation) that permits such
stock holders.
When you meet with your attorney, these are the legal structures you can consider:
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Sole proprietorship: A business owned by one person with no formal legal structure.
•

ADVANTAGES: It’s simple! Just start your business; there’s no additional
paperwork. You don’t file corporate income taxes—just a Schedule “C” with your
personal income taxes.

•

DISADVANTAGES: You have no personal liability protection. If your business
is sued, you could lose everything you own—and in some cases, your spouse
could lose his or her assets also.

Partnership: A business with more than one owner who actively engages in the management of
the company.
•

ADVANTAGES: No required legal forms (although you’d be well advised to
draw up a partnership agreement). No double taxation—profits pas through to the
partners.

• DISADVANTAGES: Each partner has unlimited personal liability, even for
actions taken by other partners. Be warned: if you go into business with others,
you’ve got a partnership in the eyes of the law whether or not you’ve drawn up
any paperwork.
There is also a “Limited Partnership” form, in which the General Partners actively
manage the affairs of the company and the “Limited Partners” are passive investors,
not permitted to participate in the management of the company (and have limited
financial exposure).
Limited Liability Company (LLC) or Limited Liability Partnership (LLP): A legal form
which provides liability protection for the company’s owners without requiring
incorporation.
LLCs have become the form of choice for many small companies. A Limited Liability
Partnership (not to be confused with a “Limited Partnership,” above) is almost the same as an
LLC but is used for certain professional practices, such as firms of attorneys or accountants.
•

ADVANTAGES: Personal liability protection for all owners and pass through
profits without corporate taxes. Another benefit: profits can be distributed
unequally—a 60% shareholder can take only 10% of the profits. This allows more
flexibility for tax planning and for rewarding owners who bear more management
responsibilities.

•

DISADVANTAGES: LLC laws vary by state; you are likely limited in the
number of owners (investors) you can have, and some states do not permit
international investors.

“S” corporation: A type of corporation that provides personal liability protection but
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permits
pass-through (rather than double) taxation.
•

ADVANTAGES: Lawyers and accountants are very familiar with laws relating
the “S” corporation because this used to be a popular choice for small companies.

•

DISADVANTAGES: You cannot distribute profits unevenly as you can with
LLCs. You also pay state corporation fees.

“C” corporation: A corporate form that allows for the most investors and significant
liability
protections.
•

ADVANTAGES: No limit to the number of people who can own stock. Legal
form for companies that are going to be publicly traded.

•

DISADVANTAGES: Double taxation.

There is another form of company—a “non-profit corporation”—for organizations that are
formed for the public benefit, such as schools and philanthropic agencies.
Please see Table 1 for a complete chart of legal entity information. (Click to see the table)
Questions to ask when selecting an attorney:
1.
2.
3.
4.
5.
6.
7.

What is your specialty or particular area of expertise?
Have you ever worked with businesses in my industry before?
Do you have any clients who are in similar businesses? Competing businesses?
Is there any reason you’d have a conflict of interest representing me?
What is your workload like? Are you generally available when clients call?
Will I be working with you or with an associate or other attorney?
How much do you charge per hour? How do you charge for additional expenses (passthrough, add on a percentage, etc.)? How much do you charge for the services of
associates or paralegals?

Discuss ownership of your company
One of the key issues involved in choosing a legal form for your business is determining who
owns it. In a sole proprietorship, you own it. In any other form, you share ownership, either with
a partner or shareholders.
If this is your first time in business, you may imagine that you can get someone to invest in your
company and then leave you completely alone. Wouldn’t that be nice! The truth is, when
someone invests in your company, they become a part-owner. And, the minute someone owns a
piece of your company, they acquire certain rights.
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Some forms of ownership give investors more rights than others. Also, if you haven’t set up
either a corporation, LLC, or limited partnership, your investors are also likely to become legally
responsible for your company’s debts.
You may also think you’re protected from other shareholders meddling in the business as long as
you keep more than 50% ownership in the company. Beware—depending on your corporate
form, whether you have a board of directors, in which U.S. state your company is incorporated,
and other factors, shareholders not only have rights, they make binding decisions for the
company, and can even remove you from management.
Before you begin parting with any ownership interest in your company—even taking on a good
friend or family member as partner—discuss the ramifications with your attorney.

2. Write Your Articles of Incorporation (or equivalent document), (See
Sample Articles of Incorporation in Module 3 Sample Documents)
Sample: The WIN Articles of Incorporation (click to see the Articles of Incorporation)

3. Apply/Acquire Your Business License, ID numbers, and Required Permits.
Whoa! You may be ready to start your business, but the authorities may not want you to—at
least not without making sure you have the proper licenses or permits. As frustrating as it may
seem, you can’t just rent an office or a store and set up shop.
The bureaucratic things you’ll deal with fall into three general categories:
1. Identification numbers: Keeps track of your business with government authorities.
Example: Federal identification numbers for income tax purposes.
2. Licenses (or certifications): Required to engage in any business or certain types of
businesses or professions. Examples: A city business license, a contractor’s license,
license to sell alcoholic beverages, etc.
3. Permits: Required for particular, often more limited, actions. Examples: construction
permits, special event permits.
Sometimes, these terms are used interchangeably, such as “permit” instead of “license” or vice
versa.
You may also need to get licenses, permits, or identification numbers from different levels of
government. These may include:
Federal (US)
State
County
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City
The requirements vary greatly depending on the type of business you’re opening and the state,
county, or city in which you plan to do business. That’s why it’s good to ask your attorney about
these types of licenses.
Listed below are some of the most common issues you’re likely to deal with in getting permits,
license, and identification numbers.
Federal tax ID numbers
One number you’ll be asked for repeatedly is your Federal Employer Identification Number
(FEIN). This may also be referred to as your Employer Identification Number or Tax ID number
or a number of different abbreviations: EIN, TIN, FEIN, and so on. It’s one of the most
important identification numbers you’ll need. Fortunately, it’s very easy to get.
You’ll need a federal tax ID number if your business has employees, or is formed as a
corporation, LLC, or partnership. Don’t be misled by the word “Employer” in the name—you do
not need to have employees to get a “Federal Employer Identification Number.”
Even if you’re not required by law to have a Federal Tax ID number—for instance, if you’re
operating as a sole proprietor—you may still want to get one. That’s because many of your
customers—especially if they are other companies, institutions, or government entities—will ask
for your Tax ID number. It seems much more professional to have a Tax ID number than to give
them your Social Security Number. It’s also a lot safer; this way you aren’t giving your personal
Social Security Number (SSN) to strangers.
It’s very easy to get a Tax ID number. Simply go online to the IRS website to
https://sa.www4.irs.gov/modiein/individual/index.jsp and submit the application online.
Instructions to complete the SS-4 are also available. If you are not comfortable submitting the
SS-4 online, additional instructions are available at the same website URL notated above.
Because you’ll be asked your Tax ID number frequently, as well as other key company
information (for example, date of incorporation), start keeping track of your company’s “vital
statistics.”
State licenses, certifications, and ID numbers
Individual US states may also assign you an identification or account number for various
reasons. The usual numbers include: Corporation number for incorporated businesses, employer
account number for employer businesses, certificate numbers for specific licenses.
You may also need licenses from the state or other authorities to operate certain businesses.
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States regulate many industries, from liquor stores to barbershops.
As to Federal involvement in issuing permits and licenses, generally, the Federal government
doesn’t get involved with regulating local or state business. There are exceptions, of course,
especially if you are involved to interstate transportation (such as interstate moving companies or
trucking). And, there may be federal requirements regarding your production processes,
especially if you use hazardous or environmentally sensitive materials.
Ask your attorney, or consult with a local Small Business Development Counselor, about the
licenses you’ll need in your community and for your type of business.
County and city licenses, permits, and ID numbers
Most cities or counties require some form of basic business license no matter what kind of
business you are in. If you want to open up shop—whether a retail store, a dentist’s office, or a
consulting practice in that county or city—you have to get a business license. This may feel like
“Big Brother,” but it provides your local government with information on what kinds of
businesses are operating in the community and who is responsible for each. Of course, there are
usually fees or taxes they collect too!
In addition to basic business licenses, cities frequently require permits to operate some kinds of
businesses, install various types of business equipment, or to make changed in building or
facilities.
Be sure to check and see what your area requires in order to operate a business before you get
started!
Use Worksheet 1 to help create and maintain the statistics for your company records. (Click to
complete worksheet)

4. Learn About Sales Tax Requirements in Your State/Province/Country
As a buyer, when I purchase something from a local business, I pay sales tax. I may not like the
extra cost, but it’s a pretty seamless transaction—the seller just tacks on the appropriate
percentage, and I pay the total amount. But what happens when I’m the seller?
How do you, as a businessperson, know whether you have to collect sales tax? Here’s the short
answer: collect sales tax on most goods and some services that are delivered to a customer in any
U.S. state in which you have any physical presence.
The long answer is much more complicated. Sales tax rates and rules vary from state to state,
city to city. There’s truly a hodgepodge of laws and taxing authorities. According to the National
Retail Federation, 45 states and 7,500 cities, counties, and jurisdictions impose sales taxes.
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States call these taxes by various names: sales tax, franchise tax, transaction privilege tax, and
more. Some are the responsibility of the seller, others the buyer. But governments figured out
that it was easier and more reliable to make the seller collect the tax than to get individual
consumers to send in tax on every purchase. So, businesses are typically responsible for
collecting sales tax and sending it to the state.
Generally, if you’re going to collect sales tax, you must get a license from your state. On each
taxable transaction, you calculate the applicable sales tax, collect it from the buyer, keep tax
records, and then file a tax return and pay the taxes to your state. You’ll pay monthly, quarterly,
or annually, depending on your level of sales.
Each state makes its own rules as to what sales are taxable. Typically, most products sold to end
users are taxable. Major exemptions:
•
•
•
•

Prescription drugs
Food, especially groceries and non-prepared food
Animal feed, seed, ad many agricultural products
Products for re-sale—raw materials, inventory, other items that are going to be sold,
rather than used, by your customer.

Many states also exempt services from sales tax. But that varies greatly from state-tostate/province-to-province, and even within a state or province.
As to collecting sales tax on sales from out-of-state, the United States Supreme Court has twice
ruled that states cannot require a business to collect sales tax unless the business has a physical
presence—or “nexus”—in the state. In other words, if I am located in California but make a sale
to someone in Nevada, I am not required to collect and turn over any Nevada sales taxes that are
owed.
Be careful, however—“physical presence” is pretty loosely defined by the states. If you have a
location, facility, employee, call center, address, or even one independent sales person in a state
then you have to collect taxes in that state.
The rules, by the way, are the same for Internet sales and catalog sales: you must charge and
collect sales tax whenever you deliver the product to a state in which you have a “physical
presence.”
One thing’s for certain—if you’re going to be making sales in any state with a sales tax, talk to
your attorney. You may also want to discuss this with your accountant. It’s not always easy to
figure out all the details on your own.
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5. Research/Secure a Merchant Account
By having a merchant account, a business is able to accept payments via payment cards (e.g.
debit cards, credit cards, and other forms of electronic payment). If I want to set up a merchant
account, I contact a merchant acquiring bank (contact a local bank to see what they have to offer
for merchant accounts) to arrange an agreement between the acceptor (business owner) and the
bank institution for payment card transactions.
Other ways to process payments include using an independent sales organization (ISO) or a
member service provider (MSP).
Just keep in mind that whether the merchant (business owner) signs a merchant agreement
directly with a banking institution or through another type of payment processor, the merchant
agreement is a contract and the owner is required to comply with the regulations established by
the card associations (card associations are a network of banks that process payment cards).
Banking and other types of financial institutions compete to offer the best pricing for a merchant
account. Usually, banking institutions offer other products and services with the merchant
account agreement, such as fraud management, customer support, and other online support and
services.
Given technology today, Smartphones and other electronic devices have made it very convenient
for companies to accept and receive debit and credit card payments. Make sure to take time to
research your options.

6. Learn the Differences Between Independent Contractors and Employees
(or the Equivalent of These Outside of the U.S.). Understand the Laws in
Your Area
Most companies use outside providers to perform certain tasks. It’s not necessary to handle every
function—even relatively critical functions—with people you employ on your own staff.
You can outsource all kinds of responsibilities, including bookkeeping, website design and
hosting, payroll management, public relations, marketing, employee training, and even many
aspects of production.
To provide these functions, you can use other companies or hire self-employed individuals—
independent contractors.
Indeed, it may be that you—or your business—might serve as an outside provider of services or
an independent contractor for other companies. This is especially true if you’re providing
services like those listed above.
Few areas of employment law are murkier than who qualifies as an independent contractor for
tax purposes and who doesn’t. And, few areas of tax law can get a business—or an independent
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contractor—in more trouble with the IRS. Here’s why:
As a business owner, you—naturally—want to reduce your costs as much as possible. When you
hire someone to work for you, you can pay them in one of two ways:
•

as an employee: paying additional payroll, Social Security, and unemployment taxes,
(and typically providing benefits); or

•

as an independent contractor: paying no additional taxes (and typically not providing
any benefits).

As an individual working for others, you can work:
•

as an employee: receiving less money in your pocket due to withholding taxes but also
receiving more legal protections and typically more benefits; or

•

as an independent contractor: often leaves more money in your pocket since there are
no withholding taxes, but you also do not receive benefits and little or no worker
protection. Typically, you also havie to deal with the hassle of handling your own taxes
quarterly or at the end of the year.

Obviously, many businesses would prefer to treat “employees” as independent contractors and
avoid all those pesky taxes and worker protections. Equally obviously, the federal government,
states, and cities, want to make certain that anyone who’s really doing the work of an employee
gets treated—and protected—as such, and that all payroll and Social Security taxes are paid.
So watch out! The IRS is particularly aggressive in pursuing companies that intentionally—or
unintentionally—inappropriately pay workers as independent contractors instead of as
employees. The IRS has gone after huge corporations as well as small businesses, and once they
find a violation, they’re likely to go back through many past years of your taxes.
Making the use of independent contractors even more difficult is that IRS guidelines aren’t
crystal clear. There used to be a list of specific rules governing independent contractor status, but
the IRS, responding to the legitimate needs of businesses for greater flexibility in hiring
independent contractors, made the rules broader. But that means there’s more room for
misunderstanding.
The main issue the IRS tries to determine is who “controls” the worker. They look at three areas:
Behavioral: does the worker control how they do the work? In other words, the IRS looks at
issues such as who controls:
•

When and where the worker does the work
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•

What tools or equipment they use

•

Who determines where they purchase supplies

•

What order or sequence of work to follow

Financial: Does the worker have a significant investment (e.g., own their own tools)? Can
they make a profit or loss? Do they make their services available to others and/or work
for other businesses?
Type of relationship: How permanent is the relationship? Is there a written contract? Is the
worker responsible for their own benefits? Is he work performed a critical and regular
past of the business?
Because the rules are somewhat fuzzy, the IRS does provide some protection for businesses that
make mistakes in treating employees as independent contractors—as long as those mistakes were
made in good faith. They’ll look to see whether a business relied on advice of an attorney or
accountant, followed industry practice, treated workers consistently.
But—and this is important—there’s absolutely no protection for a company that doesn’t file the
necessary tax forms. Each year, you are required to file a Form 1099, reporting payment to
independent contractors over a certain dollar figure.
As an employer, before using independent contractors, consider the impact on your workers’
productivity. Legitimate, self-employed contractors are usually highly-motivated to do a good
job; they want to keep you as a client and have you refer others. The opposite happens when a
business needs employees—with definite work hours, specific work, and being directly managed
by supervisors—but treats them as independent contractors. Such workers are demoralized, less
productive, eager to find better employment, and more likely to call the IRS if you’re not
following the law.
If you plan on using independent contractors, be certain to ask your attorney about how to stay
well within the law, and check with your accountant about filing all necessary tax forms.
Understand employment laws and consider your personnel policies
As soon as you decide to hire your fist employee, you’ll need to understand critical personnel
laws. There are many government protections for workers, as well as extra taxes and obligations
on you as an employer. Such things as questions you can’t ask in an interview, how many hours
an employee can work without getting paid overtime, even how long a lunch break must be are
all likely to be covered under federal or state labor laws. You want to avoid running into any
trouble with government agencies just because you inadvertently violated employment laws.
Additionally, you’ll need to come up with basic personnel policies: benefits, vacation, holidays,
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sick days, working hours, and so forth. Even in a very small company, a written set of policies
helps create a sense of security and fairness for employees.
Developing company policies doesn’t mean you need a five-inch think rule book. You can
develop a simple set of policies, listing:
•
•
•
•

Number of vacation days earned each year, and how many of these days can be
carried forwarded if not used
Number of sick days each year
Number of personal leave days, and whether these can be taken as partial days.
Paid holidays

Working hours
In a very small company—with very motivated staff—you may be able to keep these issues
flexible (as long as you follow the law, of course).
As you develop your company policies, be clear, allow flexibility when you can, and above all,
be fair. Treating people fairly does not necessarily mean treating people equally: a salesperson
may need a paid cell phone; a stockroom clerk may not. An employee with a terminally-ill
relative may need more flexible work schedules than others. Part of your job as an employer is to
constantly examine your own actions for bias. Apply the same standards—not the same rules—to
all.
Sometimes you can’t be flexible—rules have to be followed. This is particularly true when
company policy is dictated by law. When you have to follow inflexible rules, let employees
know why. Is it for safety, to obey laws, or to meet certain standards? Help people understand
why a rule isn’t silly.

7. Create Basic Legal Agreements With a Qualified Expert or Attorney
While the days of doing business with just a handshake may not be over entirely, doing so leaves
you at risk. Ours is a litigious society, and the best way to avoid ending up in court—or in hot
water—is to get things in writing.
You’re likely to find you have a number of agreements or contracts that you you’ll use over and
over. For instance, a consultant may have a simple letter of engagement; an electrician might
have a standard contract. Have your attorney help you draft a standard template for these
documents, into which you can just plug the specifics each time.
Some of the many types of legal agreements you may need include:
•

Contract
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•
•
•
•
•
•

Letter of agreement or engagement
Leases
Employment contracts
Distribution agreements
Project proposals
Work-for-hire agreements

Protect your intellectual property
Trade secrets: Just about every company has ideas or knowledge that gives them a competitive
edge, and which would be harmful if shared with others. If you’re just starting out, your business
concept may be one of your major assets. But “trade secrets” covers a huge range of things—
from how you make a product to the preferences of your best customer.
The law provides a certain amount of protection to you for your trade secrets—but only if you
take steps to keep such information secret. So, be careful how you disseminate information: mark
documents “confidential,” get others to sign non-disclosure agreements, put passwords and other
security measures on “work-in-progress” websites or computer programs, and be careful who
you talk to!
Non-disclosure agreements: One of the simplest ways to protect your ideas is to get assigned
non-disclosure agreement or confidentiality agreement before discussing your concepts with
others. This is a typical procedure, and you’ll often be asked to sign NDAs if you’re trying to do
business with another company. Venture capitalists will not sign NDAs as they see too many
new business ideas.
Trademarks: I’d be sure to avoid any name close to or potentially confusing with a big
company’s trademark. It may seem silly when a big corporation goes after a tiny company, but if
a company doesn’t protect their trademark, the law says they can lose it. They have no choice but
to sue. Even if you’re legally in the clear, with a trademark issued to you, the reality is that in
trademark issues, the side with the greatest ability and willingness to spend money on lawyers
gets their way. McDonald’s, for instance, vigorously goes after any company that uses the prefix
“Mc” even for products or services that could not possibly be confused with food. So, don’t even
think of naming your barbershop “McHaircut.”
Non-compete agreements: Once a trade secret is learned, it can’t be unlearned. Sometimes the
biggest fear you have is that a valuable and knowledgeable employee will go to work for a
competitor. To help guard against this, you may want to have employees sign an agreement
limiting their ability to go work for a competing company (or start their own competing
company) for a period of time. Non-compete agreements provide a measure of protection, but
courts don’t like enforcing them, so make certain they are carefully written and appropriately
used. Some states, like California, may not enforce non-compete agreements.
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Trademarks/Service Marks: In Week One you spent some time determining whether or not the
trademarks and service marks you play to use are available.
The Internet makes trademark issues particularly baffling. A company may have happily and
legally been doing business in one state for decades without being confused with a business
using the same name in another state. Now one of these companies puts up a site on the Internet,
and customers don’t know who’s who.
Since many companies can have the same trademarked name in different categories, your
domain name may legally be taken by another trademark owner without you having any
recourse.
Now’s the time to talk with your attorney about ensuring that your marks are protected—both
online and off.
Copyrights
If you’re creating works that others might want to copy—content, music, art, software,
illustrations, etc.—you’ll want to protect what you’ve created. This is where copyright law
comes in.
Copyrights cover any type of work that is “fixed” and “tangible”—even if it’s only computer
code, words spoken on an audio tape, or images “fixed” on a movie.
Copyrights do not cover “ideas” no matter how unique, just he particular fixed expression of that
idea. For instance, you can’t copyright your ideas to have a boy go off to a school for wizards,
but you can copyright your novel telling the story of this boy.
Once you have a copyright, you retain the rights to that creation, and no one else can make a
movie about your hero without your permission. You also can’t copyright “facts.” If what
you’re creating is purely the compilation of facts, you won’t be able to copyright that.
Copyrights are easy to get. The rights to your creation are yours at the moment you create it;
theoretically, you don’t have to do anything to insure your copyright. But that’s putting you at
some risk. The easiest thing to do to protect your copyright is to add a simple copyright notice
whenever you produce something. Just add the word “copyright,” the © notice, the date, and
your name (this book is copyright ©2004, Rhonda Abrams).
Patents: Copyrights are easy to get; patents are incredibly tough. Copyrights cost little; patents
are very expensive. Copyrights are yours the instant you create the work; patents can take years
to get issued. Patents are also difficult and costly to enforce—if someone violates your patent
and starts selling a knock-off of your product, it may take a lot of money (in legal fees) and time
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to put a stop to it—and if they’re overseas, enforcement will be even harder. If you’re building
your business around a new invention, process, machine, recipe, or formula that needs to be
patented, it’s going to be tough going.
If, however, you have a new invention or a new process that is indeed unique, “non-obvious” (a
requirement for qualifying for a patent), and worth a lot of money, then pursue the patent
process. The first think you’ll need—after you’ve come up with your new invention or idea—is a
good patent attorney. A good one will warn you of the costs and pitfalls before you get too far
down the road. To find a competent patent lawyer, start by asking your business attorney.
Whenever you have others help create any of your intellectual property, you want to make clear
who owns what they develop. For instance, if you hire a graphic designer to create your logo,
software developers to write computer code, or writers to create content, who owns the rights to
all those creations? In most cases, you want to make sure you do! In your contract or agreement,
clarify the ownership of the work product, make certain that they are required to transfer any
copyright or other ownership if necessary, and specify that you are hiring them on a “work for
hire” basis, with all work products becoming your property. And, have the agreement looked at
by an attorney.

8. Consider Who You Want on Your First Team
Who is important to your company’s success? Who will handle your financial affairs, make
sales, plan operations, produce your goods? What roles do you need to fill “in-house” and what
jobs can you fill with outside contractors or suppliers? Who can you turn to for advice?
Every company’s need for staff is unique—a restaurant clearly has different demands for
employees than a sporting goods store, and a medical equipment manufacturer requires a very
different staffing arrangement than a consulting firm.
Some companies—such as consulting firms—can be more flexible in their hiring arrangements,
perhaps only hiring employee or using independent contractors after a client or project is
secured. Others—such as manufacturers—usually need staff before they actually can make a
sale.
Of course, with a young company, you don’t want to hire more people than absolutely necessary.
Since revenues are uncertain, it’s better to start conservatively and add staff—whether full-time
or part-time employees or contractors—as your business grows and customer demand increases.
As you plan how to grow your business, look at what managerial roles need to be filled and what
kinds of people you’d most like to have fill them. You can then create job descriptions and,
assuming you’ve got the money to cover your payroll expenses, begin recruiting.
© Paula Fellingham 2017. All Rights Reserved

15

Some of the key positions you may need to fill:
•

Administrative

•

Sales/Customer Service

•

Billing/Book keeping

•

Production

•

Shipping

•

Marketing

•

Technology

• Finding and hiring good people
Your business is only as good as the people who work for it. No matter how good your product,
how necessary your service, how innovative your technology, it’s the people in your company
that will ultimately determine your success. That’s why it’s important to find the right people,
then train, nurture and reward them.
When you have an immediate need for help, you might be tempted to hire anyone you can get,
but it’s often better to leave a position unfilled until you can find a person you consider capable
and trustworthy.
Here’s something to keep in mind right from the star: Hire for attitude, train for skills. You want
people on your team with good work habits, a positive attitude, and an ability to get along with
others. In most cases, you can teach a smart and willing person a particular skill (such as how to
use a software program or operate a piece of machinery). It’s much more challenging—and a lot
more work—to instill the right attitude in the wrong person.
It’s often difficult to find enough qualified applicants for a job. Extend your job-hunting efforts
beyond the usual means of a newspaper classified ad.

9. Learn About Advisory Boards, Boards of Directors, and Team Members
You don’ have to have employees to build a team. Even if yours is a one-person business, you’ll
want to find people to turn to for guidance as you start, run, and grow you company. Building a
company can be lonely. Advisors can be one of the most valuable assets an entrepreneur can
have, providing support, contacts, and advice.
Business Mentors: In my early years in business—when I worked alone and out of my home—I
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had what I called my “business buddy,” Jennifer. Jennifer was a good friend who had started a
consulting practice at about the same time I did. Her work was similar to mine, although in a
different industry.
Jennifer and I would share templates for writing proposals or sending invoices. We’d discuss
how to bill or collect from our clients and swap solutions to problems we were having.
Sometimes the most important thing was just to have a conversation in the idle of the afternoon
when one of us felt lonely or overwhelmed.
Finding a novice entrepreneur who’s in the same stage of business as you can be a great way to
get support. You’ll have each other to think through ideas, learn from, and be each other’s
cheerleader.
If you can, you might want to find a more experienced businessperson to serve as your informal
“mentor.” Many accomplished entrepreneurs enjoy helping others, and you can learn from
someone who’s already gone through the process of setting up a business.
Don’t be afraid to ask for help. Many people are willing to be of assistance, especially if you’re
professional in your approach and realistic about what kind of help you need and what they’re
able to offer.
Advisory Committee: An Advisory Committee is an informal group with no legal authority, no
legal liability, and no set rules about when to meet or how many people must be involved. In
fact, they don’t ever have to meet; your advisory committee can simply be a few people who’ve
agreed to let you turn to them for advice.
The point of having advisors is to seek advice, so look for people whose advice you trust to serve
on your committee. Ideally, you’ll find wise people who are seasoned entrepreneurs from your
industry. Be wary of asking potential investors, customers, employees, or, naturally, competitors.
You don’t need many advisors, and you don’t have to ask everybody at once.
Most people willing to be an advisor aren’t motivated by money—they’re motivated to help you
succeed. If you do want to reward them, and you’re setting up stock in your company, granting
stock would be a good form of compensation; that way, your advisors will share in your success.
One of the best things about formally asking people to serve as members of you “Advisory
Committee” is that they then have a sense of ownership and continuing interest in your company.
They may initiate conversations with you, make suggestions, provide useful connections. Setting
up an Advisory Committee is a good way to get support from people you trust and admire.
Board of Directors: This is typically a legal entity required for an incorporated company (Check
with you lawyer for rules relating to corporations and Boards of Directors in your state). A Board
has legal responsibilities established by the state and will probably be required to meet at least
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once a year and record minutes of their meetings.
Members of the Board of Directors have fiduciary duty to protect the interest of the shareholders
of the company—not to protect you. They can control the decisions about management of the
company even if you own a controlling interest in the stock. They have legal liability for the
company’s actions, so they should take their role very seriously. In many companies, especially
large companies, Board members are paid—or at least reimbursed for their expenses incurred
coming to Board meetings or doing company business.
In some states, you may not need to have any members of the Board other than yourself or the
company owners/founders and you may not need any outside Board members. But there are
occasions when you might want to—or need to—invite outside people to sit on your Board. For
instance, if you have investors, especially venture capitalists, they’ll expect to be on the Board. If
you are able to secure well-known individuals from your industry, or a related industry, you can
gain valuable advice and insight as well as adding stature and connections to your company.
Who should you ask to be on your Board? Since the Board makes legally-binding decisions for
the company, be very careful about whom you ask. The best Board members are those who
understand your business, are supportive of you (even when they challenge particular decisions),
have a long-range view of your company’s growth, and bring excellent connections to the
business or financial world.
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ARTICLES OF INCORPORATION
OF
Women’s Information Network, Inc.
A Utah Corporation

I.

NAME
The name of the corporation shall be Women’s Information Network, Inc.
II. DURATION
The duration of the corporation shall be perpetual.
III.

PURPOSE

1. The corporation is organized to create and produce digital media content online, conduct
seminars, publish books and training materials, create media productions and associated
related activities and to engage in any and all lawful acts, activities, and/or pursuits for
which corporations may presently or hereafter be organized under the Utah Revised
Business Corporation Act.
2. The corporation shall have all powers allowed by law, including without limitation those
powers described in Section 16-10a-302 of the Utah Code Annotated (1953), as amended
and supplemented (the “Code”). The purposes stated herein shall be construed as powers
as well as purposes and the enumeration of a specific purpose or power shall not be
construed to limit or restrict the meaning of general terms or the general powers; nor shall
the expression of one thing be deemed to exclude another not expressed, although it be of
like nature.
3. The corporation shall and is hereby granted authority to invest in, own, and lease real and
personal property of any and all kinds.
4. The corporation may establish pension and profit sharing plans, trusts relating to the same,
and any other employee benefit or incentive plans for the employees or independent
contractors of the corporation by adoption of a resolution of the board of directors.
5. The corporation shall do all things necessary and convenient for the accomplishment or
furtherance of any purpose stated herein, and shall do all things necessary and convenient
for the protection and benefit of the corporation.
6. The corporation, by resolution of the board of directors, may be established and organized
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as a Subchapter S corporation. In the event of such resolution, it shall abide by all terms
required thereby.

7. The corporation, by resolution of a majority of all outstanding issues stock, may engage in
any other lawful business for which a corporation may be incorporated under the Utah
Revised Business Corporation Act, Section 16-10a-101 et seq. (1994).
IV.

SHARES AND SHAREHOLDERS POWERS

The aggregate number of shares which the corporation shall have the authority to issue is
One Million (1,000,000.00) shares of common stock. All voting rights of the Corporation
shall be exercised by the holders of the common stock and the holders of the Corporation
shall be entitled to receive the net assets of the Corporation upon dissolution. All shares
of the common stock shall be fully paid and nonassessable.
The board of directors, by resolution of a majority of those currently serving, may adopt
different series and classes of stock and specify the relative rights, limitations and
preferences related to each. The corporation elects to have preemptive rights with regard
to all outstanding shares of stock, which shall be defined by resolution of the board of
directors.
V.

INITIAL BOARD OF DIRECTORS

The initial board of directors shall consist of Paula N. Fellingham, Gilbert Fellingham,
and Joy Layton. The initial board of directors shall serve until the first annual meeting of
the shareholders or until their successors are elected and qualified, as prescribed in the
By-Laws.
Paula N. Fellingham

192 Lake Breeze Rd., Saratoga Springs, UT 84045

Gilbert W. Fellingham

192 Lake Breeze Rd., Saratoga Springs, UT 84045

Joy Layton

2127 140th Pl SE, Mill Creek, WA 98012

VI.

BOARD OF DIRECTORS

The board of directors shall have the power to provide rights, limitations or denials of
rights to shareholders with regards to acquiring additional shares in the corporation and
providing rules with respect to the transfer of its shares of stock. Any right or limitation
or rights extended to the shareholders of the corporation, other than those stated herein,
shall be adopted in, or by amendment to the By-Laws of the corporation. The board of
directors has all power to alter, amend or repeal any one or all By-Laws of the
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corporation.

VII.

INCORPORATOR

The incorporator of the corporation is Paula N. Fellingham, 192 Lake Breeze Rd.,
Saratoga Springs, UT 84045.
VIII.

REGISTERED AGENT AND OFFICE

The initial registered office of the corporation shall be at 192 Lake Breeze Rd., Saratoga
Springs, UT 84045. The initial registered agent of the corporation shall be Paula N.
Fellingham, who is a resident of the State of Utah, and is authorized to do business
herein. Her mailing and business address is 192 Lake Breeze Rd., Saratoga Springs, Utah
84045.
The undersigned, being of full age, does hereby certify that she has on this ___ day of
_____________, under the corporation laws of the State of Utah, according to the terms
and conditions set out above.

_______________________________________
Paula N. Fellingham
Incorporator
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Worksheet #1
Statistics for Your Company Records
Date of incorporation:

Corporation number:

Company name:

“dbas”/in what county filed/date/numbers:

Federal Employer Identification Number (“EIN”):

State employer Identification Number:

Business license or permit/number:

Business license or permit/number:

Business license or permit/number:

Better Business Bureau number:

Unemployment insurance provider/Date of instatement, renewal date:

Other:
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Table 1
Forms of Business Organization Compared
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Click here to return to the document.
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Now it's time to take the short Module 3 Assessment. A 100% on this assessment allows you
to move on to Module 4. You may take it as many times as you like.
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