BUSINESS ORGANIZATION TYPES, TAX
PLANNING AND CREDIT REPORTING

This slide provides a brief overview of the key topics covered in the presentation, including different business organization types, tax planning strategies,

and credit reporting considerations.
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Business Organization Types

Explore the various legal structures for
businesses, including sole proprietorships,
partnerships, corporations, and limited
liability companies.

Tax Planning Strategies

Understand the different tax planning
strategies businesses can use to minimize
their tax liability and maximize their overall
financial performance.
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Credit Reporting Processes

Delve into the credit reporting landscape,
including how businesses can monitor their
credit profiles, dispute inaccuracies, and
leverage credit information to make
informed decisions.




Sole Proprietorship

A business owned and operated by a single individual. Advantages: Easy to
establish, full control by the owner, and simplified tax filing.
Disadvantages: Unlimited personal liability for business debts and
obligations.

Limited Liability Company (LLC)

A hybrid structure that combines the limited liability features of a
corporation with the tax efficiencies and operational flexibility of a
partnership. Advantages: Limited liability for owners (members), flexible
management structure, and pass-through taxation. Disadvantages: More
complex to form than a sole proprietorship or partnership, and can have
varying rules and fees depending on the state.

BUSINESS ORGANIZATION TYPES, TAX PLANNING AND CREDIT REPORTING

Partnership

A business owned by two or more individuals. Types include General
Partnership (GP), Limited Partnership (LP), and Limited Liability
Partnership (LLP). Advantages: Shared resources and skills, and profits are
passed through to partners' personal tax returns. Disadvantages:
Potential conflicts between partners and unlimited liability for general
partnersin a GP.

Corporation

A legal entity separate from its owners (shareholders), providing limited
liability protection. Types include C Corporation (C-Corp) and S
Corporation (S-Corp). Advantages: Limited liability, easier access to
capital, and perpetual existence. Disadvantages: More regulatory
requirements, formalities, and potential for double taxation (for C-Corps).



KEY BUSINESS ENTITIES

Sole Proprietorship

Unincorporated business
owned and operated by a single
individual with unlimited
liability

Partnership

Two or more individuals who
share the profits, losses, and
liability of the business

Corporation

A legal entity separate from its
owners, with limited liability
and potential for raising capital
through stock issuance

Limited Liability Company
(LLC)

A hybrid structure that
combines the pass-through
taxation of a partnership with
the limited liability of a
corporation



SOLE PROPRIETORSHIP

Description

A business owned and operated
by a single individual.

Advantages

Easy to establish, full control by
the owner, and simplified tax
filing (income is reported on the
owner's personal tax return).

Disadvantages

Unlimited personal liability for
business debts and obligations.



PARTNERSHIP

Description

A business owned by two or more

individuals. There are several types
including General Partnership (GP),

Limited Partnership (LP), and
Limited Liability Partnership (LLP).

Limited Liability
Partnership (LLP)

All partners have limited liability
and are protected from the
negligence or misconduct of other
partners.

General Partnership (GP)

All partners manage the business
and are personally liable for its
debts.

Advantages

Shared resources and skills, and
profits are passed through to
partners' personal tax returns.

Limited Partnership (LP)

Includes both general and limited
partners. Limited partners have
liability only up to their investment.

Disadvantages

Potential conflicts between
partners and unlimited liability for
general partnersin a GP.



LIMITED LIABILITY COMPANIES (LLC)

Description Advantages Disadvantages

A hybrid business structure that Limited liability for owners More complex to form than a sole
combines the limited liability (members), flexible management proprietorship or partnership, and
features of a corporation with the structure, and pass-through can have varying rules and fees
tax efficiencies and operational taxation. depending on the state.

flexibility of a partnership.

Formation Taxation
LLCs are formed by filing articles of organization with the LLCs are typically taxed as a partnership, with income and
state, and operating under a written LLC agreement. losses passed through to the members' personal tax

returns.



CORPORATIONS

Overview

A legal entity separate from its owners
(shareholders), providing limited
liability protection.

Advantages

Limited liability, easier access to capital, and perpetual existence.

C Corporation (C-Corp)

The standard corporation, which pays
corporate taxes on its profits.
Shareholders are taxed separately on
dividends (double taxation).

Disadvantages

S Corporation (S-Corp)

A special type of corporation that allows
profits and losses to be passed through
directly to the owners' personal tax
returns, avoiding double taxation.
However, there are restrictions on the
number and type of shareholders.

More regulatory requirements, formalities, and potential for

double taxation (for C-Corps).



NON-PROFIT ORGANIZATIONS

Definition

A business organized for a purpose
other than generating profit, such
as charitable, educational, or
religious goals. It can apply for tax-
exempt status under IRS rules.

Advantages

Tax-exempt status, eligibility for
grants and donations, and limited
liability.

Disadvantages

Must adhere to strict regulations,
limitations on political activities,
and profits must be reinvested into
the organization's mission.

Examples

Charitable foundations, religious
organizations, educational
institutions, and advocacy groups.

Tax Implications

Non-profit organizations are
exempt from federal income tax,
but may be subject to other taxes
such as payroll, property, and sales
taxes.

Oversight and
Regulations

Non-profit organizations are
subject to oversight by the IRS and
must comply with strict regulations
to maintain their tax-exempt status.




COOPERATIVES (CO-OPS)

Description Advantages Disadvantages

A business owned and operated Member control, shared profits, Limited access to capital, slower
for the benefit of its members, and democratic decision- decision-making, and less profit
who use its services or buy its making. motive.

goods.




PROFESSIONAL CORPORATION (PC) OR
PROFESSIONAL LIMITED LIABILITY COMPANY (PLLC)

Description

Designed for licensed
professionals (e.g., lawyers,
doctors, accountants) who want
to practice as a corporation or
LLC while adhering to
professional regulations.

Advantages

Limited liability for owners,
except for professional
malpractice.

Disadvantages

Restricted to specific
professions and must adhere to
professional regulations.



WHICH ONE IS

RIGHT FOR ME??

CHOOSING THE RIGHT BUSINESS TYPE
DEPENDS ON FACTORS LIKE LIABILITY
CONCERNS, TAXATION, MANAGEMENT
PREFERENCES, GROWTH PLANS, AND
INDUSTRY-SPECIFIC REGULATIONS.

WHEN CHOOSING A BUSINESS MODEL,
SEVERAL KEY CONSIDERATIONS
SHOULD BE EVALUATED TO ENSURE
THAT THE STRUCTURE ALIGNS WITH
YOUR BUSINESS GOALS, OPERATIONAL
NEEDS, AND LEGAL REQUIREMENTS.

THINGS TO CONSIDER:
1) Liability

2) Taxation

3) Control and Management

4) Cost and Complexity

5) Capital and Funding

6) Flexibilty in Profit Distribution
7) Business Duration

8) Industry Requirements/Regulatory / Legal
9) Employee Considerations

10) Growth and Exit Strategy

11) Privacy



LIABILITY CONSIDERATIONS

Sole Proprietorship

No personal liability protection; owners are

personally liable for business debts and obligations.

Corporation (C-Corp, S-Corp)

Offers limited liability protection, safeguarding
personal assets from business liabilities.

General Partnership

No personal liability protection; partners are
personally liable for business debts and obligations.

Limited Liability Company (LLC)

Offers limited liability protection, safeguarding
personal assets from business liabilities.



TAXATION CONSIDERATIONS

Pass-through Entities

Sole proprietorships, partnerships,
LLCs, and S-Corps avoid double
taxation, but owners may pay self-
employment taxes.

Sole Proprietorships

As a pass-through entity, sole
proprietorships avoid double
taxation but require the owner to
pay self-employment taxes.

C Corporations

Face double taxation (corporate

and personal), but may benefit from
lower corporate tax rates and more

deductions.

Partnerships

Pass-through taxation allows
partners to report their share of
partnership income on their
personal tax returns, avoiding
double taxation.

Tax Considerations

Consider whether your business
can benefit from specific tax
deductions, credits, or pass-
through taxation.

LLCs and S-Corps

These pass-through entities
provide liability protection while
also avoiding double taxation,
making them attractive options for
many businesses.



BUSINESS CONSIDERATION IN STRUCTURE

Sole Proprietorship Single-Member LLC Partnership

Complete control and decision- Sole owner maintains full Shared decision-making and

making authority for the owner. control and management of the control among the partners.
business.

Multi-Member LLC Corporation

Shared management and control responsibilities Control and management delegated to a board of

among the members. directors and officers, reducing individual control.




COST AND COMPLEXITY CONSIDERATIONS

Sole Proprietorship and
General Partnership

Easy and inexpensive to establish,

with minimal ongoing compliance
requirements.

Corporation (C-Corp and
S-Corp)

Require more formalities, such as
filing articles of incorporation,
maintaining bylaws, holding regular
meetings, and filing annual reports.

Limited Liability Company
(LLC)

Require filing articles of
organization, maintaining operating
agreements, and fulfilling other
compliance obligations.

Compliance Costs

and administrative expenses.

More complex business structures generally have higher
ongoing compliance costs, including legal fees, filing fees,

Administrative Complexity

Corporations and LLCs require more extensive record-
keeping, decision-making processes, and overall
administrative oversight compared to sole
proprietorships or general partnerships.




FUNDING AND CAPITAL REQUIREMENTS

Corporations (C-Corps)

Corporations, particularly C-Corps,
can raise capital more easily by
issuing stocks and attracting
investors.

LLCs and Partnerships

LLCs and partnerships may have
more limited options for raising
capital, often relying on loans,
personal funds, or small-scale
investors.

Funding Sources

Corporations can raise funds
through stock issuance, while LLCs
and partnerships may rely on loans,
personal funds, or small-scale
investors.

Capital Accessibility

and partnerships.

Corporations, especially C-Corps, have greater access to
capital markets and investor funding compared to LLCs

Ownership Structure Impact

The business organization type, such as corporation, LLC,
or partnership, can significantly impact the available
funding and capital-raising options.




FLEXIBILITY IN PROFIT DISTRIBUTION

LLC and Partnerships S-Corporations

Offer flexibility in distributing profits and losses Must distribute profits based on share ownership.
among members or partners, irrespective of
ownership percentage.

C-Corporations Considerations

Distribute profits through dividends. Consider how flexible you want to be in distributing
profits when choosing your business organization

type.



BUSINESS DURATION AND CONTINUITY

Perpetual Existence (Corporations)

Corporations have perpetual existence, continuing
despite changes in ownership.

Automatic Dissolution (Sole
Proprietorships and Partnerships)

Sole proprietorships and partnerships may
automatically dissolve upon the death or
withdrawal of an owner unless otherwise specified.

Consideration for Business Owners

Business owners should consider how long they
want the business to continue and what happens
upon an owner's departure.

Specified Continuity

Businesses can be structured to continue
operations even after a change in ownership,
through measures like succession planning or buy-
sell agreements.




INDUSTRY AND REGULATORY REQUIREMENTS

Professional Corporations Restrictions on Business Licensing Requirements

(PCs) and Professional Limited Activities

Liability Companies (PLLCs) Some states have regulations that limit
certain types of business activities to
specific entity types. These must be
considered when choosing a business

Licensed professionals such as doctors and
lawyers often need to form PCs or PLLCs
to comply with industry-specific

regulations. structure.

Financial Sector Regulations

Businesses in the financial sector, such as banks and investment
firms, may need to adhere to stringent regulatory requirements that
dictate the appropriate business structure.

Certain industries require specific licenses
or certifications to operate. The choice of
business entity may be influenced by these
regulatory requirements.

Healthcare Industry Regulations

Healthcare providers and organizations must comply with industry-
specific regulations, such as HIPAA, which can impact the choice of

business entity.



EMPLOYEE CONSIDERATIONS

retirement plans, and stock options.

Flexibility for Benefits Attracting Talent Retirement Plans
Corporations and LLCs offer more Consider offering competitive Offer retirement plans, such as
flexibility in providing employee benefits and incentives to attract 401(k) or SIMPLE IRA, to help
benefits, such as health insurance, and retain skilled employees. employees save for the future and

provide a valuable benefit.

Stock Options

Provide stock options or equity-based compensation to
incentivize employees and align their interests with the
company's success.

Employee Retention

Implement strategies to retain valuable employees, such
as competitive compensation, professional development
opportunities, and a positive work culture.




GROWTH AND EXIT STRATEGY

Growth Considerations

If you plan to expand rapidly,
attract investors, or go public, a
corporation might be the best
choice due to its ability to issue
stock and raise capital.

Going Public

Scaling the Business Attracting Investors
Different business structures offer A corporation's ability to issue
varying degrees of flexibility and stock makes it an attractive choice
access to financing options to for businesses looking to bring in
support your growth plans. external investment.

Exit Strategy Considerations

The corporate structure allows for the possibility of an If your exit strategy involves a sale, consider how easily

initial public offering (IPO) as a means of raising capital ownership interests can be transferred in different

and facilitating a potential exit strategy.

business structures.



REPUTATION AND CREDIBILITY

Corporate Credibility Nonprofit Credibility Formal Structure Impact
Corporations and LLCs are Nonprofits may gain credibility in The formal organizational structure
perceived as more legitimate and community-driven or philanthropic of a business can influence how it is
formally structured, which can endeavors due to their mission- perceived by stakeholders,

provide greater credibility with driven focus and perceived affecting its overall reputation and
customers, suppliers, and investors. altruism. credibility.

Perception and Legitimacy Branding and Reputation

The legal and operational structure of a business can The business structure can also contribute to the overall
shape its perceived legitimacy, which in turn affects its branding and reputation of the organization, which is an
credibility with customers, partners, and investors. important consideration for attracting customers,

partners, and investors.



STATE LAWS AND REGULATIONS

Entity Formation Taxation Ongoing Compliance

Laws governing the establishment State-specific tax requirements, Regulations and reporting

and registration of different including income tax, sales tax, and requirements for maintaining the
business structures, such as other applicable taxes for the business in good standing, such as
corporations, LLCs, and business. annual filings and periodic updates.

partnerships.

State-Specific Considerations

Unique laws or regulations that may impact the
operations or structure of the business, depending on the
state.

Favorable Business Jurisdictions

Some states, like Delaware, are known to be more
advantageous for certain business structures, such as
corporations.



PRIVACY CONSIDERATIONS

Sole Proprietorship & Partnerships

Require less disclosure of owner information
compared to other business structures.

Limited Liability Companies (LLCs)

Some states provide greater privacy protections for
LLC members compared to other entities.

Corporations

Must disclose information about directors and
officers, less privacy for owners.

Level of Privacy Desired

The level of privacy you want for the owners'
information is an important consideration when
choosing a business structure.



TAX PLANNING AND REPORTING

e Comprehensive Tax Planning ® Compliance Monitoring
Develop a strategic tax planning approach to Regularly review and update tax planning
identify opportunities for tax savings, while strategies to adapt to changes in tax laws,
ensuring compliance with applicable laws and regulations, and industry best practices.
regulations.

e Effective Record-keeping

o ACCU rate and Tlmely Reportl ng Maintain detailed and organized financial records,
Implement robust processes for collecting, supporting documents, and audit trails to facilitate
organizing, and reporting financial data to tax smooth tax reporting and potential audits.

authorities, ensuring accuracy and meeting
deadlines.

® Tax Minimization Strategies

Explore legal and ethical methods to reduce tax
liabilities, such as claiming eligible deductions,
credits, and incentives.





https://youtu.be/CnyWEpKS67M?si=pVmnFdB5imkqaPev

TAX PLANNING
FOR BUSINESSES

This section provides an overview of the key
considerations and strategies for effective tax
planning for businesses of all types and sizes.




CHOOSE THE RIGHT BUSINESS STRUCTURE

Business Structure
Impact

Your choice of business
structure (sole proprietorship,
partnership, LLC, S
Corporation, or C Corporation)
significantly affects how your
business income is taxed.

LLC Flexibility

Consider an LLC for its
flexibility in choosing how the
entity is taxed (as a sole
proprietorship, partnership, S
Corporation, or C
Corporation).

S Corporation Tax
Advantages

Use an S Corporation to avoid

double taxation and potentially

reduce self-employment taxes.

NA
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C Corporation for High
Profits

For businesses anticipating
high profits, a C Corporation
might be advantageous due to
the lower corporate tax rate,
especially if profits are
reinvested rather than
distributed as dividends.

Carefully consider your business structure to minimize taxes and align with your financial goals.



TAXATION AN EXAMPLE LLC VS S. CORP

LIMITED LIABILITY COMPANY:

A single-member LLC is taxed as a sole proprietorship. That means you pay a 15.3% FICA tax —-commonly referred to as self-
employment tax - on all the taxable income you earn from your business.

You also pay personal income tax at a rate determined by your tax bracket.
LLC TAXED AS AN S. CORP
A single-member LLC taxed as an S Corp splits up that income and tax burden.

As an S Corp owner, you pay yourself a salary, which has to be “reasonable compensation,” - similar to what you’d make as an
employee performing the same job.

You personally pay half of the 15.3% in payroll taxes, a small FUTA tax, and personal income taxes on that salary.
Your business pays the other 7.65% in payroll taxes which can then be written off as a tax deduction.
The rest of the company profits you earn could be taken as “distributions” which aren’t subject to payroll taxes.

Distributions are money that you take out of your business personally distributions are note treated like self-employment income.


https://www.collective.com/guides/s-corp-self-employment-tax/
https://www.collective.com/guides/s-corp-self-employment-tax/
https://www.collective.com/blog/what-is-taxable-income/
https://www.collective.com/blog/money-management/freelancers-guide-to-paying-yourself-a-salary-from-an-s-corporation/

IN PRACTICE

Here's an example:
You earn $120,000 in revenue this year, with $20,000 in business expenses for $100,000 profit.

As a sole proprietor, you pay the self-employment tax plus your personal income tax on $100,000 minus personal
deductions or adjustments.

As an S Corp, you could draw a salary of $50,000, and draw the remaining $50,000 as distributions. You pay payroll taxes
on $50,000, plus personal income taxes on $100,000 minus personal deductions or adjustments.

Type Sole proprietor S Corp
Profit (after payroll) $100,000 $45,741
Self-employment tax(15.3% on 92.35% of income) $14,130 $0
Employer payroll tax(7.65% + FUTA tax) $0 $4,259
Employee payroll tax (7.65%) $0 $3,825
Total taxes $14,130 $8,084



https://www.collective.com/blog/tax-tips/tax-mistakes/

TAX SAVINGS: S CORP VS. SOLE PROPRIETOR

Comparison of potential tax savings for an S Corp vs. a sole proprietorship with $100,000 in annual profits

14%
8%
4% 4%
Self-Employment Tax Employer Payroll Tax Employee Payroll Tax Total Taxes
(15.3% on 92.35% of (7.65% + FUTA tax) (7.65%)

income)





https://youtu.be/DqTZRNZngec?si=TlaXsC6HtvarJeQo

MAXIMIZE DEDUCTIONS AND CREDITS

Deduct All Legitimate Business
Expenses

Ensure that all necessary and reasonable business
expenses, such as rent, utilities, salaries, marketing,
travel, and office supplies, are properly deducted to
reduce your taxable income.

Use Accelerated Depreciation
Methods

Leverage accelerated depreciation methods, like
Section 179 or Bonus Depreciation, to deduct the
cost of significant capital investments more quickly,
providing an immediate tax benefit.

Claim Available Tax Credits

Take advantage of various tax credits, such as the
Research and Development (R&D) credit, Work
Opportunity Tax Credit, or energy efficiency
credits, which directly reduce your tax bill dollar-
for-dollar.

Deduct Health and Retirement
Benefits

Deduct the premiums for health insurance and
contributions to retirement plans, like 401(k) or
SEP-IRA, for both business owners and employees,
which can significantly lower your taxable income.



PLAN FOR SELF-EMPLOYMENT TAXES

Understand the impact of self-
employment taxes

Self-employment taxes can significantly

increase the tax burden for owners of pass-

through entities like sole proprietorships,
partnerships, and LLCs.

Consider electing S Corporation
status

Electing S Corporation status allows you to
pay yourself a reasonable salary, which is
subject to employment taxes, while the
remaining profits can be taken as
distributions that are not subject to self-
employment taxes.

&

Leverage retirement plan
contributions and health insurance
deductions
Contribute to qualified retirement plans
and deduct health insurance premiums to

reduce your self-employment taxable
income and lower your overall tax liability.

Proactively managing your self-employment taxes through strategic planning
can significantly reduce your overall tax burden and help your business thrive.



OPTIMIZE COMPENSATION AND FRINGE BENEFITS

Use Tax-Deductible Fringe Benefits

Offer benefits like health insurance, life insurance,
and transportation benefits to attract and retain
employees while lowering your taxable income.

Structure Stock Options or Profit-
Sharing Plans

Incentivize employees by offering stock options or
profit-sharing plans that can defer tax liabilities.

Offer Qualified Retirement Plans

Provide 401(k) or defined benefit plans to your
employees, which are deductible for the business
and can help reduce the owners' taxable income.

Properly Structure Compensation

Carefully design your compensation structure to
reduce overall tax liabilities for both the business
and its employees.



UTILIZE TAX-ADVANTAGED RETIREMENT PLANS

e Set up Qualified Retirement e Maximize Annual Contributions

P|a NS Take advantage of higher contribution limits for
business owners and employees to maximize the
tax benefits of these retirement plans, lowering
your overall taxable income.

Establish plans such as SEP IRAs, SIMPLE IRAs,
401(k), or defined benefit plans to enable tax-
deductible contributions that reduce your
business's taxable income.



MANAGE CASH FLOW AND TIMING OF INCOME AND EXPENSES

Defer Income Recognition

Accelerate Expense
Deductions

Delay recognizing income until the
following tax year if you expect to be in a
lower tax bracket or anticipate lower
taxable income in that year.

Pay expenses before the end of the
current tax year to claim the deductions
sooner, improving your cash flow and
reducing current-year tax liability.

Utilize Beneficial Accounting

Methods

Choose the most advantageous
accounting method (cash vs. accrual) that
aligns with your business's cash flow and
income recognition needs, maximizing
tax benefits.
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Net Operating Losses (NOLs)

Carryforward or carryback NOLs to offset
taxable income in other tax years, reducing tax
liability.

/'

Capital Losses

Use capital losses to offset capital gains,
reducing taxes owed on investments or asset
sales.



TAKE ADVANTAGE OF STATE AND LOCAL TAX INCENTIVES

Job Creation Tax Credits

Enterprise Zone Incentives

Research & Development Tax Credits

Property Tax Abatements
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BUILDING STRONGER
BUSINESS CREDIT

This section provides an overview of the importance
of building and maintaining strong business credit,

including key considerations, credit bureaus, and steps
to establish a robust credit profile.




What is a Business Credit Report?

A summary of your company's credit
history, financial stability, and payment
behaviors, compiled by business credit

bureaus like Dun & Bradstreet, Experian,
and Equifax.

Information Included

Business credit reports contain details such
as your company's credit score, payment
history, credit inquiries, public records, and
information about your industry, size, and
ownership.

I

Importance of Business Credit

Good business credit can improve access to
financing, obtain better terms with
suppliers, protect personal credit, and
enhance business opportunities with
partners and clients.




WHY IS BUSINESS CREDIT IMPORTANT?

® Accessing Financing

A strong business credit profile increases your
chances of getting approved for loans, credit lines,
and other financing options, often at more
favorable terms.

Securing Better Supplier Terms

Suppliers and vendors frequently use business
credit reports to determine payment terms, credit
limits, and discounts, allowing you to negotiate
better deals.

® Protecting Personal Credit

Separating business and personal credit helps
safeguard your personal assets and credit score if
your business encounters financial difficulties.

Enhancing Business
Opportunities

A robust business credit profile can improve your
reputation with potential partners, investors, and
clients, opening up new business opportunities.



KEY BUSINESS CREDIT BUREAUS

Dun & Bradstreet
(D&B)

The most widely recognized
business credit bureau, known
for its D-U-N-S® Number—a

unique identifier for businesses.

Provides the Paydex® score,
which evaluates payment
performance based on past
transactions.

Experian Business

Offers a business credit score
that ranges from 1 to 100,
based on credit obligations,
public records, and payment
behavior. Provides a credit
summary report detailing the
number of trade lines,
collections, legal filings, and
payment trends.

Equifax Business

Offers a credit risk score
ranging from 101 to 992,
assessing the likelihood of
severe delinquency. Tracks
public records, credit history,
and other factors impacting
your business's
creditworthiness.



STEPS TO ESTABLISH AND BUILD BUSINESS CREDIT

Obtain a Federal

Establish Trade

Register Your Employer Open a Business Get a D-U-N-S® Credit with
Business Entity Identification Bank Account Number Subpliers
Number (EIN) PP
Choose a formal Apply for an EIN Maintain a Apply for a D-U- Build
business from the IRS, dedicated N-S® Number relationships
structure (LLC, which is essential business bank from Dun & with suppliers

Corporation,
etc.) to separate
personal and
business
finances.
Register your
business with the
appropriate state
agencies.

for opening
business bank
accounts, filing
taxes, and
applying for
business credit.

account to keep
personal and
business
transactions
separate. Use
this account for
all business
expenses and
revenues.

Bradstreet. This
unique identifier
is used by many
creditors and
suppliers to
assess your
business

creditworthiness.

and vendors who
report to
business credit
bureaus. Regular,
timely payments
to these
creditors will
help establish a
positive payment
history.

Obtain a

Business Credit
Card

Apply for a
business credit
card and use it
responsibly to
establish credit.
Make sure to pay
the balancein
full each month
to build a
positive credit
history and avoid
interest charges.



Keep Debt Levels Low

Regularly Review Credit Terms

Build Diverse Credit Types

Reinvest in the Business




COMMON FACTORS THAT AFFECT BUSINESS CREDIT SCORES

Payment History

Timely payments to suppliers, creditors, and
lenders are crucial for a strong business credit
score.

Credit Utilization Ratio

The ratio of credit used compared to available
credit. Lower utilization rates positively impact
your score.

Length of Credit History

The age of your credit accounts. Longer, well-
maintained histories typically result in higher
scores.

Outstanding Debts

The total amount owed across all credit accounts.
Lower debt levels usually positively impact your
score.

Public Records

Bankruptcies, liens, judgments, or other legal
actions can significantly affect your business credit
score.
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Comparison of potential benefits (values in percentages)

~

85% 75% 90% 70%

Access to Capital Improved Supplier Enhanced Business Lower Insurance
Relationships Reputation Premiums



BUSINESS FINANCING AND CREDIT

Role of Credit in Business
Financing

Understanding Credit Reports

Explore how credit plays a crucial role in
securing financing for businesses, such as
loans, lines of credit, and trade credit

from suppliers.

Discuss the importance of credit reports,
which provide lenders with a
comprehensive overview of a business's
creditworthiness, payment history, and
financial stability.

Impact of Credit Reports on

Access to Capital

Examine how a business's credit report
can significantly influence its ability to
obtain financing, as lenders often use
this information to assess the risk
associated with providing capital.



CONCLUSION

Business Organization Types

Covered the different types of business entities such as
sole proprietorship, partnership, corporation, and limited
liability company (LLC), discussing the legal, tax, and
management implications of each.

Credit Reporting and Management

Explored the importance of building and maintaining a
strong business credit profile, including the role of credit
reporting agencies, credit scoring, and best practices for
credit management.

Tax Planning Strategies

Discussed effective tax planning strategies, including
entity selection, deductions, credits, and tax-efficient
income allocation to minimize the tax burden for the
business.

Key Takeaways

Emphasized the importance of understanding the legal,
financial, and operational considerations when selecting a
business organization type, implementing effective tax
planning, and proactively managing business credit.
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US SMALL BUSINESS ADMINISTRATION RESOURCES

Loan Programs Government Contracting

The SBA offers various loan programs to help The SBA helps small businesses navigate the
small businesses access capital, including the 7(a) process of obtaining government contracts,
Loan Program, Microloan Program, and Disaster including the HUBZone, 8(a), and Service-
Loans. Disabled Veteran-Owned Small Business

(SDVOSB) programs.

Counseling and Training

The SBA provides free business counseling and Disaster Assistance

training through its network of resource The SBA offers disaster assistance loans to help
partners, such as SCORE, Small Business small businesses recover from natural disasters,
Development Centers, and Women's Business such as hurricanes, floods, and wildfires.
Centers.

The U.S. Small Business Administration (SBA) offers a wide range of resources and programs

to support small businesses, from financing to counseling and training, as well as assistance
with government contracting and disaster recovery. Visit them at http://www.sba.gov




