So You Want to Start Your Own Business?

Darren Oved, Esq.

You’ve paid your dues. Worked long and hard for others to learn the business.  Now you’re finally ready to go out on your own.  Your own business. Now what? One of the first choices facing any potential entrepreneur is the best form of business entity to choose from.  Rather than being an abstract concept, the choice of business entity will have practical tax and business consequences that will last throughout the entity’s existence.

In New York State, there are a variety of business entities to choose from.  Corporations (C Corporations or S Corporations), General Partnerships, Sole Proprietorships, Limited Liability Companies (LLC’s) and Limited Liability Partnerships (LLP’s).  It is incumbent upon any potential business owner to understand the distinctions between these entities before setting up any business form.  Most people will instinctively assume that a corporation is the proper entity only to learn at tax time that they have unwittingly subjected their company’s income to double taxation.  It is imperative to discuss the ramifications of each choice of business entity with counsel prior to making a selection to insure a perfect fit between the business and the business form.  

When two or more individuals are planning to go into a business venture together, whether as a general partnership or otherwise, practical consideration must also be given to the other ancillary documents that set forth the basic rights, obligations and financial interests of the parties at the outset of their venture.  Often, simply the process of forcing the parties to sit down and think through their relationship is a worthwhile endeavor.  Having this understanding embodied in a shareholders, partnership or other agreement signed by the parties at the outset of their relationship will go far towards avoiding future disagreement and potential litigation.  Here too as in the original selection of a business entity, prior discussion with legal counsel at the outset of the venture can be extremely beneficial to all parties involved. 

Finally, whatever type of business you decide to go into, proper attention must also be given to those specific laws and regulations that may have an impact on the operation of the business.  Accordingly, regardless of whether you are in the retail, wholesale or service business, legal counsel should be sought to both obtain a general familiarity with these laws as well as establish proper methods of compliance.

�  The author is an attorney specializing in corporate law and business formations.  He is a partner in the law firm of Oved & Oved, LLP located in The SoHo Building at 110 Greene Street, New York NY 10012.  He may be reached at 212-226-2376.  This is the first in a series of legal related articles for entrepreneurs.  The next article will discuss retailers’ rights against credit card processing companies for incorrect chargebacks.  





