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— 2
= =
—
Fr
—
Lo
I
b
[
I
=
=
T
[543
—~
-
"D
m
i
M
o
Z
N
L]
I
i

TABLE OF CONTENTS

;118‘:“
FORENORD vttt ettt et et e e v
How TO USE PACE ..o e e vii
OVERVIEW OF THE UNIT oo i e ix
DEFINITIONS TO Know Berore You BeGIN .. ... ... ... ... .. ..., <1
PACE PATH OF STUDY .o\ e e xiii
LeverL [: ExPnSURE
PREASSESSMENT «+ i ot v envaneorennssensnnesessnsssnassnnsnsannnnsss 1
TEACHING/LEARNING OBJECTIVES 4 vvvvvnrenneeonernneeneenannanennnsnss 2
GUBSTANTIVE INFORMATION &t vveess s s onssonecnnnnnennanenennesnsens 3
Types of Ownership oo evr v it iiiinsnvnns 3
Sole PropPrietoTShiPS orveeueeseersreionnnunroeenenenernneeueeenns 3
PArtnerships . vervev i iiorsnnorantrnarnr ottt tanansaaeesansas 2
COTPOTALIONS & vvvcnearroenrannssansnnnnsosssssscsisssassssssnssns 8
FranchiSes v eseveessossnstosnsnnsssssnssssnssssnsssnssssnssssnnrs ]?
COOPETratiVeS +cvssrrnsssrssassnasarastsasrassrosesssoasasasenssnsis ,é
Advantages and Disadvantages ......ccoeeesnsietasntetiaatraanenen 14
CACTIVITY v oo e s e eenanees s ans s aanessesesanansesennsssneensnnneess 16
POSLASSESEMEIIL « s a s v sr s st sossosmnsnssssssstsntossnsnssssasssnsssss 16
SELF~EVALUATION tovrterrnronnennnesns e e e 17
Lever I1: ExPLORATION
PREASSESSMENT L .\ et s s s s s e ee s e e ses e eeneaeeeneaerae e annennn. 19
TEACHING/LEARNING OBJECTIVES 4 vvvunvs e nnrennonansoneeaseoeeenns 20
SUBSTANTIVE INFORMATTION &t vev o ssennsanansossnmnsnnesnenneeennnns 21



Sole Proprieforship ......eerirmnrnn it iiininannneanrntne s e

Partnarshi?s voutiircrornnrnrsrsonirannn s s

% % & % & v s o= oE B o3 B %

COTPOTALIONS 4 ivi v nr e rannscsraraearat st sasanaar i

FranchiSing oo eesercneneanssonrssssssratorsnseaanaanrssrereceny
COOPETAtiVES +isiuunusnernsssrorconatsnasassasassenannssrassneees

GELF—EVALUATTON .+« v v v v ssseeensenonnasenennnneneenessessoneesnnns

1ever 111: PREPARATION/ ADAPTATICN

PREASSESSMENT . s e cvsresssrsonasassacsssssosnsssanssssaosastnssssnes

TEACHING/LEARNING OBJECTIVES +uvvvernnnvnonsonesessnns

SUBSTANTIVE INFORMATION v veeoeenenennsseanneunrnress

Sole Proprietorships......vveevirvirenercnnanneers
Partnerships ..... . cuivesniinainirnrrrnriaenacnes

COTPOTAtions ....svsvscnnrnsarrisorrrintiionrnesrer

ACTIVITIES v s vseucanssnsnssasssssssanrsscssrssses

Assessment OMNe ...ssescsssrsessrsssssossssssssesessns
Assessment TWO .ovririrrnesossnsasssasancansrusaaas

POSEASSEESMENE o v vxsesssssssatosstnsntassaasansisarsesssrssressses

SoURCES TO CONSULT FOR FURTHER INFORMATION .

v if

@ % % 5 E P R G 5 B SN E

5 8 = 8 %o % & 3 68 8 ® &

& F & 2 8 PN & % o® F & &8

5 % & & % &c £ 2 % FoE B R

[o%)
i

e
1

LS QO N B SN
S L S B

[
Loy

36
36
39

41

43
44
45
45
49
51
65
69

71



O

ERIC

Aruitoxt provided by Eic:

L

FOREWOFD

~ .Treditionally vocational education has been geared primarily
to preparing students for employment--to preparing employees.
Yet there is another career path avallable; students cen learn
how to set up and manage their own businesses. They can become
entrepreneurs,

Vocational education, by its very nature, is well suited to
developing entrepreneurs. It i1s important that entrepreneurship
aducation be developed and incorporated as a distinct but integral
part of all vocational educatlon program areas. A Program for
Acquiring Competence in Entrepreneurship (PACE) represents a way
to initiate further action in this direction.

The strength behind these instructional units is the interest
and involvement of vocational educators and successful entrepreneu
in the state of Ohio and across the nation. Special recognition is
extended to the project staff: Lorraine T. Furtado, Project Director
and Lee Kopp, Program Associate. Appreciation is also expressed to
the many who reviewed and revised the drafts of the units: Ferman
Moody, Hannah Eisner, and Sandra Gurvis. We owe a special thanks to
those consultants who contributed to the content of this publication:
Carol Lee Bodeen, Louls G. Gross, Douglass Guikema, Peter G. Haines,
Phili» S. Manthey, Charles 5. McDowell, Mary E. McKnight, Steven R.
Miller, Barbara S. Riley, Barbara A. Rupp, Ruth Ann Snyder, Robert L.
Suttle, Florence M. Weliman and Roy H. Young.

rs

Robert L, Taylor
Executive Director
The National Center for
Research in Vocational Education



HOW TO USE PACE

A Program for Acquiring Competence in Entrepreneurship
(PACE) 1is a curriculum responsive to the need for instruction
iﬁ entrapféﬁéufship. It is pfimatily for pGSEEEEDﬂdEfY Ievelg
als@ be adapzad for Spezlal gfoups, PACE is ;lv;ded into thza&
parts (1) Getting Ready to Become an Entrepreneur, (2) Becoming
an Entrepreneur (establishing a business), and (3) Belng an

Entrepreneur (operating a business).

Fach of the three parts has a set of instructional units which
relare to that topic. Within these units, the material is organized
into three levels of learning: Exposure, Exploration, and Prepara-
tion/Adaptation. These levels of learning progress from simple .o
complex concepts.

The levels of learning will enable you to use the PACE materials
to suit your individual needs. You may find it best to work with
the exposure level of one unit and the exploration level of another.
Or, you may choose to pursue one level throughout the entire series.
e You might also want to work through two or more levelsz in one unit
before going on to the next unit.

Before beginning a unit, discuss with your instructcr what 1evél
or levels of learning in that unit are most appropriate to your goals
and abilities. Read the unit overview and look through the pre/post -
assessments for the three levels to help you in your choice. Also
check the Tist of definitio- 'ou might need to look up or research
for that .ve -

When you are ready to start, turn to the level you have ch

take the preassessment and identify those items which u feel
special attention im £l - nnit. Also look at the le . .z objectlives;
they wili 11 r what vou should be able to do by the time vou
{inish that _e¢ | of learning.

the sub&zaﬂtive cuntent pazgicn of eaﬁh level, Use Ehese q,eszl,,
to guide your reading.

At the end of each level of learning ave activities which help
you become involv: with the content presented in the unit. You and

1

yaur instfurrar can dacidg on how many activitiss you sihwunld dej you

vii
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elither in the same unit or in anothe

] m

The evaluate yourself. Is there anv material th: = vou need
review bafara you take the postassessment?

I The difference in vour
WUrs on
y

the pre/postassessments should show you how much vou have
own in your knowledge of entreprencurship.

ave succesufcell

When you and your instructor feel that you I
v to begin another level of leafniﬁfj

mpleted that level, you are ready
t

it

I
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"decide which tvpe of ownership would be best for your firm. Th

OVERVIEW OF THE UNIT

When you are getting your business started, you will have to
is

unit will focus on the three major types of business ownership:

sole proprietorship, partnership, end corporaticm. Information

on franchising and cooperatives is also included. The basic steps

to take to establish each form will be discussed.

The main purpose of this unit is to discover what form of busi-
ness ownership or organization is 'right" for you. This often depends
on vour background and resources. The unit wi.l also look at the
characteristics, advantages, and disadvantages of each form of business
organization. Different types of business operations in relatiomn to
the three types of ownership (e.g., a clothing store versus a beauty
parlor versus a gasoline station versus a manufacturing plant) will be
discussed.

ix
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DEFINIT

ONS TO KNOW BEFORE YOU BEGIN

As vou read through a level, you might find some unfamiliar -ords.

Listed below are several business terms used in each level.

ing these before you begin might help you to better understand

that level.

sole proprieturship

partnarship
corporation

Eranéhise;

sole perriaﬁcrship
liability
partnership

limited partner
silent partner
dormant partnér

secret partner
/

m\
%
s
>
5
=
=
o
=z

nominal partner
drawing account
par value
non=par valuc
dividend
charter

by-laws

11

profit margin

dividends

i

franchisee
tranchisor
cooperative
stock

line of credit “

=

franchise

ooperative

(2]

T

rrears
tax hracket
franchisee

franchisor

deficit
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EXPOSURE | PART 11, UNIT E
CHOOSING THE TYPE
OF OWNERSHIP

PREASSESSMENT
Here éfé some questions that test for knowledge of the
contents of this level. If you are véry familiar with the
information needed to answer them, perhaps yau_%hauld go to
ano’her level or unit - check with your instructor. Dtthwise,
jot down your dnswers. Af%gf you've read through this level,
take the postassessment at the end of the "Exposure Activities"
section and measure what you've learned.
1. What are the follouving types of ownership:
A. Sole proprietorship
B. Partnership |

C. Corporation.
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of the above?
7 3. What is the purpose of drawing up articles of co-
partnership?
4, What is ffanchiéing? What are the advantages and
disadvantages of franch;sing? ;
5. What a;e.gaaperativas? In what field might they

be most successful ? b
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Part II, Unit F
Choosing the Type
of Ownership

TEACHING/LEARNING QBJECTIVES
Upon completion of this level, you should be able

to:

corporation, and franchise, and glve examples

- from your own community.

I

Describe the advantages and disadvantages of
and franchise.

3., Explain the reasons for having articles of co-
partnership.

4. Describe cooperatives.

E




Part II, Unit E
Choosing the Type
of Ownership

SUBSTANTIVE INFORMATION

TYPES OF OWNERSHI

WHAT ARE THE The form of business organization that is right for
VARICUS TYPES General Motors is usually not one that is needed for oper-
OF OWNERSHIP? ating a small drug store, a health food shop, a nursing
home, or a nursery. In order to find the best organization
or ownership for your business, you will need to understand
the various types of ownership which exist in the United

States today. These are the sole proprietorship, the

erativeus are other legal arrangements which can be made.

Franchises involve purchasing a 'prepackaged" business.

SOLE_PROPRIETORSHIPS

WHAT IS5 A é@LE- The most common form of business organization is the

PROPPIETORSHIP? ' sole proprietorship. This business is owned and normally
‘operated by one person with the help possibly of a few
employees, often family members. Sole proprietorships can
'usﬁally éperate with very limited capital resources (money).
Sole proprietorships exist in an almost endless variety of
businesses, such as the neighborhood beauty parlor, bike |
repair shop, restaurant, newstand, and accounting office.

This is the least complicated form of organization,

and the easiest to entef and terminaté. It requires little

more than a location, expertise in the area of business

16



ARE THERE
ADVANTAGES
TO A SOLE

PROPRIETORSHIP?

Part II, Unit E

Choosing the Type

of Ownership
considered, a source of capital, the ability to make

contracts, and the desire to start your own business.

Termination generally requires paying your debts and

closing your doors.

The sole proprietorship has definite advantages

for those daring enough to 'go it alone." However, it

also has some dangerous and very serious disadvantages.

Alvantages quaVSple,Prépgi;tg;sgip

Certain advantages of the sole proprietorship are
rather obvious., How often have you heard people say,
"If I ran this operation..." or "I'd like to be my own
boss"? That is exactly what the sole proprietor is--
the boss! Yau\h;ve complete freedom .of aétian‘and

operation. As long as you don't break the law or violate

‘the ‘rights of others, you can run the business in any,

manner yéu choose., You ére free to make your own mistakes

ad to enjoy your own successes. You seek the advice of

others, but you make the decisions. .
' Dtﬁer advantages af-tée sole proprietorship are

(1) greater freedom from government regulations, (2) a tax

advantage_ga‘the small owner, (3) accrual of all the

profits to the D%ﬂEfi and (4) limited cost of éctually'

starting the business (you-pay only for site, fixtures,

inventory, utilities, etc.).
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WHAT ARE THE
DISADVANTAGES
OF A SOLE

PROPRIETORSHIP?

WHAT IS &

PARTNERSKHIT!

Part II, Unit E
Choosing the Type
of Ownership

Disadvantages of a Sole Proprietorship

The main disadvantage of being a sole proprietor

is that you have unlimited liability. There are risks

< in all business ventures, but in the sole proprietorship

there iec no one with whom to share the risk. The creditors
of a sole proprietor can forece the business to close if
debts remain unpaid. Even worse, the creditors also
have a claim againet your personal property (unlimited
1i§bility), if the sale of the business assets does not
vay your debts. g, business failure can 1235 to your
fosing home, car, aud cther possessions as well as yaﬁr
business.

Other disgdvantageé of the sole ptoprietcrship include
{i) the difficulty éf»raiéing capital, (2) the laék\éf
assistance jin operating the business--you as an owner need
axpertise ir many. areas, and (3) the limited life of the
wsiness; if the ovnexr gets sick or dies, the business

oo Ar tempgsrorily close down or possibly end for good.

PARTNERSHIPS .

Ner. Lo the scié proprietorship, the partﬂérship is
the laa=zt Qampiicated way ‘to b§gin and operate a business.
& paitnerahip iala_busiﬁéss that has two or mare (usually
not more than five) co-ownerg., Often, but not always, it
is formed when a sole proprietor takes on additional owners

to help in certain areas of expertise or skill, or in

L]



ARE THERE

ADVANTAGES

oA,
PARTNERSHIP?

Part II, Unit E
Choosing the Type
of Ownership
order to expand the business by raising additional capiﬁa -
there is a limit to what one person can borrow. You can
find parﬁEEEShips in every type of business, including law
and medical firms. Forming a partnership may be the
answer to any business that requires a large investment
of initial capital, usually more money than one person
can raise alomne.

Partnerships are often formed among friends but should
always be based on a written contract. The partnership con-
tract is called "Articles of Copartnership” and is usually
drawn up by an attorney. It sets up the contributions ex-
pected of each partner (labor, skill. capital investment,
etc.), and the amount of profit each will get. " There may,

be limited partners who contribute only capital, as well

as those who actually manage a part of the business ir

addition to contributing capital. A written contract is
not imposed by law, but a partnership without a written

contract may have serious problems when disagreements arise.

Advantages of a Partnership

One advantage of a'partnershignis the variety of
skills,,abilities; and ideas that are Ercughglta the
agreementlby each pafﬁner. Each partner does not need to
be an expert in all areas of the business but can concen=

trate on his or her area of expertise. Having partners

also means that if one owner is 1ll or on vacation, the



WHAT ARE THE

DISADVANTAGES

OF A

?INERSHIP?

Part TI, Unit E
Choosing the Type
of Gunership

business can continue to operate. Other advantages of

a partnership are (1) increased sources of capital. Two
can borrow more often--even if not more cheaply--than one,
(2) easy entry éﬂé termination of businéss, (3) low start-
up costs which are similar to sole proprietorship but with
the additional cost of contract preparation, (4) possible

tax advantage, and (5) limited outside regulations.

Disadvantages of a Partnership

The main disadvantage of a partnership is that, like
a sole proprietorship, the partners have unlimited liability.
Therefore the OﬁEEES‘ personal property can be seized to
gsettle business debts. An added disadvaﬁtagé of a partner-
ship is that one partner may not give as much time and
effort as ﬁﬁe other iet still gets an equal share @f;thé
prafit; Two heads are better than one only if oth heads
are working.

Other disadvantages of a partnership are (1) having

" to share profits, (2) possible.limited life of the organi-

zation, (3) difficulty in raising additional capital, and

the needed skills may be incompatible, untrustworthy, or

i

unwilling to share the responsibilities.



WHAT IS A

CORPORATION?

Part 1I, Unit E
Choosing the Type
of Ownership

CORPORATIONS,

Another type of organization ownership is the corpora-
tion. There are fewer corporations than sole proprietor-
ships in the total number of U.S. businesses, but in the
aumber of dollars earned and people employed, the corpora-
tion is by far the largest form of business brgsnizatian
in the United_States today. By definition, the corporation
is an association of three or more owners which is chartered
by a state and is given the power to tramsact business, to
enter into gantractsggand to sue or be sued as a legal ~atity.
Thus, a ccrp@rétion is an "artificial person' created by the
state for the purpose of doing business.

AThE owners of a céfpa:atian are the stockholders.
Their purchase of stock Eéftifiéatés determines the extent of
their DWﬁéTShip; After the corporation has been chartered,
the stockholders must elect a board of direetgrsﬁhoi in
turn, appoints the éfficéﬁs or managers of the business,

Forming a corporation offers advantages tg those who
ﬁead lots of capital, but it requires a ;afgelamaunt of
extra capital to start and to operate. Although it is not
suitable for all bgsinessesj the corporation is an important

part of the American economic system. ‘ ]j

on]
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ARE THERE
ro

CORPORATIONS?

" Part IT, Unit E
Choosing the Type
of Ownership

Advantages of a Corporation

There are many advantages to the corporate form of
business organization, especially if there is a large
capital outlay needed for machines, fixtures, or inventory
at the outset of operations. ‘The corporation has limited
liability, which means that only thg assets of the corpora=
tion, ﬂot‘thasg of the individual owners, can - :sed to
pay creditors. If a corporaticn in which a person owns
stock is unable to pay its creditors, that stock may become
valueless, but thggéwner will not lose more than the value
of his or her own stock. Only buéiness assets may be used
to pay corporate debts.

It is also easier for the corporation to raise méﬁey
and obtain credit. Because a corporation usually has many
owners, and thus a solid block of capital, it is easief to
get credit. The corporate bcard can agree to issi e new
stock and seli it to the public when additional capital is
needed. The selling of new stock, however, can be done

tock issued.

il

only if the owmers want
Some other advantages of the corporation are (1) a
great variety of skills, abilities and ideas are available,

(2) the responsibilities of ownership can be transferred

simply by selling your stock, and (3) the corporation can.

continue to exist despite changes in the owners.

22



- WHAT ARE THE
DISADVANTAGES

OF CORPORATIONS?

WHAT IS5 4 °

—FRANCHISE?

Part II, Unit E
Choosing the Type
of Ownership

Disadvantages pﬁiarggfppfggipp

There are also disadvantages to the corporation. It is

very complicated and expensive to organize and run, and

Certificate of Iuncorporation drawn up by a lawyer. The
corporation can only perform those activities that are
statéd in its charter. It may nat?engage in business
activities in other states without paying a speciai fee.
The corporation must file reports regularly with the
expensive employees.

Other disadvantages of the corporation include (1) the
sharing of profits, (2) double taxation--the profits of a |

corporation are taxed as well as the stockholder's income

- from shares of stock, which are taxed as private income,

. and (3) a higher rate of taxation than any other form of

business organization. (However, if you form a Subchapter
Cgrpﬂfaﬁiaﬁ, which is ideal for new and low income busi-

nesses, your corpcratién may be taxed at individual rates.)

[y

FRANCHISES

When you watch TV or drive through your community, you

Iy

are constantly exposed to franchises, such as fast food
operations, gasoline stations, rental companies, and hotel

and motel facilities. A franchise is basically a contract

10

£
(43



ARE THERE

ADVANTAGES

TO FRANCHISES?

Part II, Unit E
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to distribute ahd sell a parent company's goods or-services

“in a specified geographic area. - The franchise is sold by a

L
¥

parent company or franchisor to an individual or franchisee.
.The relationship presupposes a continuing association between
the two. The franchisee is guaranteed the right to use

the parent company's name agd ﬁfoduct3 and, %ﬁ turn, pays a
certéinvaIEEﬂtage of the profits to the %;anchiscr. Although
Sﬁecifie procedures vary from Ecaﬁpény to campény,

the franchise is based on a contract listiné the rights of _

and restrictions on both parties.

_Advantages of Franchises

Franchising offers distinct advantages to you if you
want to own your own business Eut lack the expertise and
faclilities tgjdé so. The franéhisar normally provides
many thiﬁgs that you, as a sole pf@pfiatgr,’wguld.have to
‘provide!ygugself. You would receive technical advice on
design and layout of facilities, market research findings,
;ani‘help in advertising, buying, and inventary. |

Other advantages of franchising include (1) smaller-

" necessary, (3) a product or serviece that usually has prior

public acceptance, and (4) bettafsthan—aVErage pféfiz

. gmargins.

11
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Disadvantages of Franchices N

WHAT ARE THE Franchises do have disadvantages for the franzhisee;
i'DISADFAﬁTAGES You must do things according to the rules of the parent
‘ OF FRANCHISES? company and, depending on the company, this may r;stric;
; ' your freedom of action. You must maintain certain stgﬂdazds;
of service and can enly sellfthé parent company's product
‘ v
franchisee to pay a QEfcéntage of the profits to the parent
_company. Ihet§ may also be problems in cancelling the

contract.
d).:

COOPERATIVES
WHAT ARE T A cooperative is an organization of individuals with
COOEEEA?IVES? | ~gimilar interests and proﬁlems-wh@ have_jcined together to
. 5 perform certain activities. Althaugﬁ égoﬁeratives are not
z legal form of ownership, they do represent a struaﬁuze_whizh

is owned and directed by its own customers (members) . The

‘formal ownership structure for most cooperatives is similar

N tg a corporation’'s. A caépéfative is financed by selling
shares tp‘its members, with annual distribution of Perité

. _
(dividends) to same. .The rate of distribution of profits
and even ﬁhe éystem for sharing profits among all members
vary greatly from one co-op to'agatherg
Most caapefatéves form to better serve the needs of a
B ‘! group. Since a group acting collectively ca@gsaﬁetimeg
. serve its members' needs mgte economically than individuals
’ 12
.. <5
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L/ , ~
/ . acting alone, cooperatives are more importalit in
some fields than others. For example, farming zgcperétives
£ ) '
are important organizations. ' o ) -
There are many different forms of cooperatives. Some
of the more gbmm@n cooperatives are:
+ Food co-ops C,
. Gasoline co-ops
. Housing co-ops
” . Credit ‘unions
. - Mutual insurance assoclations T .
‘ %« -Mutual savings and loan societies
. Group health CcOo-0ps

. Nursery (day-care center) co-ops
- i . Eleczric pcw&r!goecps
-» Travel co-ops

; . Bakery co-ops,

| These chpEtativeé are either selling, %uying, or service

organizations or a combination. Many companies that moét

- peéple would quickly recognize by name aré‘néver tbaughﬁ of
as being cooperatives.. FID (Florists' Transworld Delivery),
"IGA (Independent Grocery Assa?iation)i Consumers’ Union, -

@ . Ugited Parcel Service, Nationwide Insurance, and Ohio Wool

Growers' Cooperative Associations aré all cooperatives.

13
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ADVANTAGES AND DISADVANTAGES

Chart I summarizes the advantages and disadvantages of
having a sole proprietorship, partnership, corpovration, and
franchise. Which do you think will be the best for your

firm?




CHART 1

L b . __ADYANT/GES/DISADVANTAGES OF TYPES OF OWNERSHIP o
=
& | FORMS OF OWMERSHIP ADVANTAGES _ o DISADVANTAGES.
+
% |Single Proprietorship 1. Low stari-up costs I. Unlimited lialilicy
n 2. Greatest freedom from 2, Lack of continuity
o regulation 3. Difficulty in raising ecapital
Z i 3. Ouwner in direct control
% 4. Minimal working capital
o requirements
z 5. Tax advantage to small owner
Ei o B 6. All profits to owner = |
Partnership 1. Ease of formation 1. Unlimited liability
: 2. Low start-up costs 2. Lack of continuity
3. Additional sources of venture 3. Divided authority .
capital 4. Difficulty in raising additional
4. BProader manasement base capital
= 5. Possible tax advantage : 5. Difficulty in finding suitable
| 6. Limited outside regulation partners ) L
Corporation 1. Limited liability 1. Close regulation
: 2. Specialized management 2. Mozt expensive form to organize
3. Transferrable ownmership'le 3. Charter restrictions
4. Continuous existence 4. Extensive recordkeeping
5. Legal entity 5. Double taxation
6. Possible tax advantages
o o 7. Easz of raising capital e . =)
Franchising 1. Smaller thar usual capital 1. Possible high franchisor fees, g
" investment gupplies, and charges 2
he 2. Less working capital than 2. Some loss of independence o
nornally required 3. Possible difficulties in cancelling b
3. Prior public acceptance Df contracts
product or service. usuallv
5. Manage ent assistance
. 6.. Better than average profit
margins . - ,7,4,,, i
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EXPOSURE ACTIVITY

tages of each type. 1In addition, you have become familiar

with franchises and cooperatives,

POSTASSESSMENT

el

i ‘Describe the following types of ownersh

p:
A. Sole proprietorship
B. Partnership
i : C. Corporation
2. For each type of ownership, list the advantages and
disadvantages.
3. Explain the reagoﬂslfar-dfawing up articles of
a@paftnarsﬁipg_ |
4, Describe franchising. What are its advantages and
disadvantages? |
5. Define cooperatives. Identify the field in which

cooperatives have been most successful.

Compare. your answers with your responses in the preassessment.
You might want to check your postassessment answers with your

instructor.

ERIC

Aruitoxt provided by Eric:
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SELF-EVALUATION

How well did you know the information needed to do the

activity?
¢ ) Very well

( ) Fairly well

M

( ) A little

Be honest with yourself.

the material well enough, it might be helpful to review

this section before going on.




ERIC

EXPLORATION

32
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PREASSESSMENT

Here are some questions that test for knowledge of the
contents of this level. If you are very familiar with che
infarmat}an needed to answer them, perhaps you should go to
another level or unit - check with your instructor. Otherwise,
jot down your answers. After you've read through this level,
take the pgstassesémvﬂg at the end of the "Exploration
Activities" section and measure what you've learned.

1. Under whatigaﬁditicﬁs might you want a:
A. General partner

B. Silent partner

[

Dormant. partner

]

Nominal partner
E. Secret partner,
2. What is a public corporation? A closed corporation?
3, How would you go about applying for a corporate
charter? Where would you go?
4, When and why would you want to offer common stock?
5. What is a franchise? What are the bene%its to the
person purchasing the Eranchise and what 1is thiS;

person entitled to?

33
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TEACHING/LEARNING OBJECTIVES

Upon completion of this level of instruction, you

should be able to:

1. Distinguish between general partners and limited
partners (dormant partners, secret partners, and
silent partners).

2. Describe the difference betweer a closed corpora-
tion and a public corpoxation.

3. Apply for a corporate charter.

4. Describe the difference between common and
preferred stock.

5. Describe a franchise including what a franchisee
is entitled to and the benefits of a franchise.

6. . Discuss three basic principles of cooperatives.
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SUBSTANTIVE INFORMATION

MdAT AROUT SOLE

PROPRIETORSHIPS?

WHAT ARE SOME

OF THE MISTAKES

O

ERIC

Aruntoxt provided by Eic

SOLE PROPRIETORS

M4

s

KE?

It would be simple if the decision on the form of
organization for your business were as casy as choosing
between sole proprietorship, partnership, corporation,
franchise, or cooperative. But there are different
tyvpes of paftnershipg and rorporations, and. of course,
there are often decisions that need to be made once

you decide on the main form of organization for your

business.

SOLE._PROPRIETORSHIP

ety

Because of the ease of establishing a sole proprietor-
ship, it is by far the most common type of business organil-

zation. The U.S. Bureau of Census reported in 1976 that

m

FT
m

—_
H-
g

[y

.

B80% of all small businesses are sole propr

Failure Factors

The sole proprietorship is so unccmplicazedéta begin
that, unfortunately, it often ends in failu Most busi-
nesses that fail do so because of several reasons, but a
ma;n factor behind these conditions is often that the
business hinges on the planning and work of only one per-
sc.1==the sole proprietor., Often, the proprietor does not
possess the expertise needed to manage all the areas of
business alone. The sole proprietor stakes everything on

the ability to succeed. If the business falls, she or he

\
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BEING A SOLE

PROPRIETOR?

WHY DO

ENTREPRENEURS

CHOOSE |

PARTNERS?
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oy

o

alone is liable, and the liability extends beyond the busi-

Q

Kl

Ty

sessions may be lost in the

Liw]
T

[

ness; home, car, and other

ecvent of fazilure. Not all sole proprietorships fail, how-

ever. Careful planning and management expertise are two

b
I
[l
L
irt
2

factors that are essential if this type of business
succeed and expand. This might possibly be the form of

ownership best suited to your needs.

Advantages of Sole Propriztorship

Tﬁé sole proprietorship offers many advantages to the
creative, skilles ~ntrepreneur. The business is taxed
lightly because piofits are taxed only as personal income.
Théréfafé, in the beginning, the sole proprietor may not

have to pay ad<itiorusl income tax because the business

o

profit may not be larze enough to put the owner in a

great freedom

[0

higher tax bracket. The sole proprietor ha
from government regulations and in operating the business.
A license is all that is required for certain types of

businesses.

PARTNERSHIPS

Next to the sole prapfig;orship, partnerships are
the second most popular férm of business organization for
small businesses. Partnerships are formed for many
reasons. Some partnerships are formed by two or more new
EnéfapféﬂéufS; Partnerships are sometimes formed when you,

as a sole proprietor, need expertise in an area that you



ARE THERE
DIFFERENT
TYPES OF

PARTNERS?

ERIC

Aruitoxt provided by Eic:
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‘eel you are lacking. Or you may want more sources

m

of capital to expand your operation. In the latter two

owner. are looking for a particular

i
i

cases you, as th
type of person to share your business venture,

Partnerszhips face the same chances of failure as do
new sole proprietorships. Most businesses that fail do so
because of several rnasénsi However, with input from more
than one person, planning is apt to be m re thorough, and
the skills of each partner may mean the difference between
success and failuyre,

Finding a partner--someone who possesses the skills
you lack and who is willing to take the financial risk and
the management responsibility--is not an easyrtask!
Business partners must get along well and “rust each chér-
Being friends is one thing; Leing partners quite another.

Types of Partners

‘There are several options the potential partner can
pursue to allow faf the different needs of the partners
and the spacial needs of each business. Not all partners
want to be equal or general partners. Not all businesses
need a new general working partner. Therefore, several

different types of ,..tners may be included in a partnership.

23
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PARTNER?

WHAT ARE THE
TYPES OF LIMITED

PARTNERS?
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General Partners

The general partner contributes financially to the
partnarship and works actively in the rusiness. All part-
nershigs must have at least one general partner for liability
purposes; they have the unlimited 1liabiiity for the firm.

General partners get an equal share of any profits.

Limited Partners

There are several kinds of limited partners. The most

common type of limited partner is the silent partier who

erves as a source of capital by investing money into the

W

business in the hope of a financial return. The silent
partner does not take an active part in the management of
the business but is publicly known to be a partner.

Another type of limited partner is the secret partner

who contributes financially, but not always a full share.
The secret partner offers expertise to the company and
wishes to be actively involved in the day-to-day management
but, for some reason, does not wish to be known as a partner
by the general piblici For example, the déc;ar who owns
part of a drug store may fear public criticism and want to
avoid possible 'conflict of interest' charges.

There is also the dormant partmer, who does not take

an active part in, the management, but, like a silent partner,
invests a full share in the business. Like the secret
partner, this person also is not known by the general public

as a partner but is an investor and part ovner.

24
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Another type of limited partner is the nomiral

artner. This individual is not a real owner as the

others are. The nominal partner is generally someone

well-known in the community who allows his or her name

Instead of a percentage of che profits, the n

no part in running

I
i}

is paid a fee. The nominal partner take

o part of the profits.

m
i}
s

or in owning the business and receive

Articles of Copartnership

"To insure that the profits are paid and to define

WHAT ARE ARTICLES
have, the partner-

[

OF C@P@ETHEESHI?? the type of partners the business shal
i .t

[ ’ .

f ship needs a written contract-called the Articles of Co-

/ partnership. This contract also defines duties and division

‘ of profits. With all the possible. partner arrangements

is easy to see why a written contract

=

that are available, it

——

. is necessary.

|

.

g

/ CORPORAT10NS

WHAT ARE The corporation is the largest foym of business organ-
people employed and dollar’

=ty

CORPORATIONS? ization in terms of the number o
) volume of business. According to the U.S. Bureau of Census,

1976, U.S. corporations in 1973 had receipts of $2558 billion
while sole proprietorships had $311 billioﬁi and the part-

ﬁérships had %124 billion.

kY



of Ownership

Most corporations are large and have extended mar-

kets. Many are former sole proprietorships or partnerships
that became so successful that expansion was baﬁh profitable
and necessary. The torporate structure is often a necessity
for a growing industry.
tion. The actual owners of a corporation are those who own
shares of stock--the stockholders. Each share reprasents
one vote in management decisions. One person may own
cone share or millions of shares. Share owners may receive
a financial return for theif investment called a dividend.
Many large corporations pay dividends four times a year.

. Thus, tﬁe owners ofla corpcragian are basically investors
who are looking fgr;a return on money invested, rather
than desiring to be agtive managers of the business.

It is the job of the stockholders to elect the board

of directors, Usually the baagﬁ is made up of some of the

more active or important stockholders. It is the board's

I

job to make all the major decisions and to establish ih
pélicies @f the company. These stockholders alscjappoint
and éssign job responsibilities to the officers of thé
company--president, secretary, treasurer, and various vice-

presidents. These officers will be managing the day-to-day

(1]

Lﬁﬁbusiness operations. 1In addition, th board of director~n will need

to look closely at the rates and the degree to which current

P B | , fj(:/

ERIC - - | o .

Aruitoxt provided by Eic:
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owners want to spread contrsl and ownership influence

before deciding to issue bonds, pre%erred stock, or

common stock to raise more capital.

Different Iypesepf,S;ack

ARE THERE There.are two main kinds of stock sold by most

B;FFEEENI \ " major corporations--common stock and preferred stock.

TYPES OF ' Owners of common stock usually have full voting rights
STOCK? in any decisions of the company. They do not receive

a stated dividend but get a share of any profits that

A are made,, In other wards,lthe dividend may vary or may

not be paid at all in bad times, depending on the earn-

ings of the corporation that quarter. Common stock caﬁvbring
nigher dividends during the corporation's good years, but may

‘bri%g'littlé or no income when times are bad. If the corporation
&iésalves, the commor stockholders are the last to be paid bhack
J . their investment, aﬁtef all debts and preferred stockholders
’ _ y) have been paid.

- The éreferréd stockholder gives up voting rights
o ;Ein order to éef certain preferential treatment in o:her
areas Anytime a divide;d is declared, preferred stock-
A : hélderéﬁéte}"psid in full," before tke common stockholder
receiVes’any'dividend. The preferred stockholder is

usually paid a set amount. TFor example, he or she may

%




ARE THERE OTHER
MEANS FOR CORPORA-
TIONS TO RAISE

CAPITAL?

IS THERE MORE
THAN ONE TYFE

OF CORPORATION?
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&

receive 6% of par when par is $100, which means a 6%

profit for each share held. Par value is an arbitrary value

‘assigned to stock (both common and preferred) .hen it is

issued. It does not represent what the stock would bring

in the stock market. It is just a stated amount for

Thus, the stockholder of preferred stoék is guaran-—

‘teed a steady dividend. However, Instead of being a per-

centage of par, the percentage is usually a set dollar

amount per share. It is.only paid when dividends are de-

clared.

Other Sources QfﬁngiEglﬁfpf Corporations’

$£é corporate form of business;p:ovides the owners

with other ways of ralsing capital. Corporations may
*issue bonds which are long=term debts or debentures.
These are sold to investors who may receive a steady 67 or
more interest on their investment for a specific period of
time., The issuing of bands-is just a way of borrowing
money for the business. \

" Corporations may also issue new stock to raise more

capital. When more stock 1s issued, the percentage of

earnings for each share 1s reduced.

Types of Corporations

There are two kinds of cgrpgfatians=sclcse§ and public.
For the owner of a small business, the closed corporation
is usually preferable. In the closed corporation, the

group of owners is few in number--usually relatives, friends,

.28
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‘or partners. If stock is sold, it is sold to someone who

alreddy owns part of the stock and, therefore, does not

expand control beyond existing stockholders. The option’
of dssuing bonds an? new stock s still present, but is
not uEQally used., A closed corporation can choose to "go
public" if it wants. A public corporation sells iﬁs stock
té éﬂy@ne who wants to buy 1t, The value of its stock is
determined by the price (market value) that the public
will pay, fathér than by the degerﬁinaticn of valve by the
small gr@up as in the closed corporation.

£

Incorporating

By law, to begin either a closed or open corpuration,
there must be at least two business associatéé} These
assoclates must apply to the state in which‘éhey want to
incorporate for a charter. These original owners are called
the Incorporators, and their names appear on the charter.
The charter i1s called a Certificate of Incorporation, and
it is filed with the Secretary of State of the state in
which the owners wish to be incorporated. After the fee
is paid and thelcharter accepted, the corpa:atign can

operate only in that state for the specific types of

“business listed on the charter.

It is easy to see that this form of business is more
complicated than the others. Corporations face increased

federal and state regulations. More reports and records

29
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are necessary, and the amount of paper work increases
as the corporation grows in size.
FRANCHISING
The franchise is the fastest growing form of business

in the U.S. today. The franchising boom started after

" World War II. Franchising began with automobile and

gasoline companies who wanted control over "dealers" who
sold their products. It now accounts for about 30% of all
retail sales. Many types of businesses lend themselves to
the franchise type of operation. Today, many motels,
dance studios, tax services, vending machines, rental
companies, and restaurants are franchised.

Althought becoming a franchisee seems to be an easy
was of Eéc@miﬁg an entrepreneur, owning a franchise 1s no
guarantee of success.

Many people dream of being their oun b@sses? The
quickest way, they think, is to own a franchige.
But, says the Better Business Bureau, franchising
ig not easy. Despite some glowing promises of fast
wealth, this is not a buginess for everyone.
Fraudulent promoters may move into the franchise
field to take advantage of the innocent dreamers

who ave eager to make money on their owm business
venture. '

More than 1,000 firms have chosen franchising as
their principal means of product and service distri-
bution. In faet, says the BBB, franchieed opera-
tions comprise over one-quarter of all retail sales.
(Columbus Dispatch, July 10, 1977, C-8.)
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A franchise represents avccﬁtinuing relationship be-
tween the franchisor and ‘the franchisee in which the fran-

chisor's knowledge, image, success, manufacturing, and

[

marketing ;echﬁiques%are supplied to the franehi ee;fcr a
price. The enérepfeneuf who buys a franchise buys a
"prepackaged" business that is Dpefatéd under a contract

with the franchisor. As far as the public is cgﬁzerﬁed;

the business is iﬂdistingﬁishable from a company-owned outlet.

Services to Franchisee

Most ffanchisars_pravide many services to the fran-
chisee. One of the most importan. services a fraﬁchisai
provides is credit to the franchisée.: Credit can be in
vﬁha form of inventgry or In the fcrmncf cas: loans. This
‘means that franchiéees need less operating capital at the
outset.

Franchisees novmally receive special training before
opening the business and continued managerial assistance
such as audits, record-keeping systems, and tax advice,
Franchisaeslalgé recelve merchan&isiﬁg assistance and the
benefit of national advertising and prow ';n done by the

he

it

parent company. All of these services are helpful to
entrepreneur who wants to be her or his own boss but who
may lack expertise in some arcas of management, marketlng,

finance, or personnel.

31
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ijes of Franchises -

ARE THERE ‘ . There are two main types of franchise operations.

DIFFERENT The first is the territorial franchise. The area of "ter—

TYPES OF " ‘ritory" may be so large, a whole city or state, that the
EEANGHISING? franchisee can subfranchise parts of the territory. There-
fore, besides running his or her own business, the fran-

chisee gains extra income by supervising other franchise

operators. The operating franchise isrgraﬂﬁed to a busi-

ness owner who wishes to operate one business in a specific
, Aarea.

‘orms of Franchises

' WHAT FORMS DO There are four basic forms of franchises. The con-

FRANCHISES TAKE? ventional franchise is m. : between a manufacturer and a

retailer. . The r _er/franchisee is relatively free to
maintaiﬁ a sales force and individual advertising and
management techniques. Conventional franchises are often
found in car dealerships and gasoline stationms.

In a éistributarship form of franchise, the fran-

chisee i§ a éhaiésalér who supplies the mgnufacturer's products
- to varipus retailers .n a geographic area. The distributor

is free to m. .ge che Qpérétions and to select and serfe

custémers’in any manner she or he chooses. Beer 1s gener-

ally a distributorship franchise.

A third type of franchise is the licensed franchise.

This is the most common type of franchise consisting of,

32
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for example, fast food restaurants, print shops, and

food markets. Licensed franchises are more closely tied

[

to‘the parénttcgmpany and are required to maintain certain
staﬁdérds_ They receive more advertising, merchandising,
and technical advice from the franchisor than do conven-
rtignal or %istributorship franchises.,

In the manufacturing franchise, the franchisee is a

manufacturer -ak well as a distributor. The franchisee

the érgduct locally according to company standards,

makes
ra and usually distributes it to retailers. National soft

~drink manufacturers often use this form of franchising.

Disadvantages of Franchising

ARE THERE  DISAD- ‘ There are drawbacks to the franchise operaﬁi@ﬁ. The

VANTAGES TO ffanchiséelases a certain amount of businesé control that

i

FHAEGEISING? ‘ a sole proprietor has. An initial fee, as well as monthly
feez, must normally be paid to the parent company. - Fees
are generally a percent of gross sales, or a fixed fee
per month or year, or a combination of the two.

During recent years, many companies have been
brought to trial in different states because of the misuse
of franchises. Until recently, the federal government was
powerless to enter the picture unless the mail was used to
defraud. However, in recent months the Security and Ex-
change Ccmm?ssién has declared that it will act in many ‘
instarnces by interﬁreting the sale of ffaﬁchises as Ehe

sale of securities.
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ihé Féﬁgral Trade Commission, at 6th Street and
Eennsylvaﬁia'Avenue, N.W., Washington, D.C. 20580, pub-
1ishes a Consumer Eulletin (No. &) entitled hAdvice for
Persons Who Are Considering an Investment in a Franchise

Business." If you are considering a franchise, you

should obtain a copy.

COOPERATIVES

Cooperatives, in genarél, operate under a set of
bausic pfinciplesi These principles are:
i_ Cooperatives provide éo@ds and services to-
members at cost.
2. Control of the ccaperatiﬁg is in thé hands
of its ﬁembersi )
3. federgl aﬁ& gtate laws specity maximum iuter-
est rates that a cooperative may pay on stock.
The desire to save money seems tO alwars be the
primary reason for the developments of cooperatives. With

the exception of those formed by farmers, cooperatives

have never taken hold in the U.S. as they have in Europe.

Finland, for example, has cooperatives in almost every
type'aﬁ retail, wﬁclesaling, and farming business. In
recent years, cooperatives in the U.S. have ‘become more
important in child day-care centers, food stores, group
héalth,cécperativés,-and credit unions.
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Credit unions have bégémé a major lénéing institution
- for many citizens. In addition ta\making loans, credit
unions perform other ééfvicés.> They provide group travel
' plans, traveler's checks, and nctar§ publig services. A
line of credit can be established for a member allowing
for withdrawal of money as needed up to the limit set by
the credit line. -Interest is paid only on the money drawn,

K . . not on the line of credit.

~
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]

EXPLORATION ACTIVITIES

H

Do you feel that you.understand enough abcut;chggéing
thé type of ownership? The following activities will help
you apply some of these concepts to "real" situations.

ihese activities wili give you an opportunity to put into
practice what you have learned. After completing the
activities, do a self-evaluation to check your understanding

of the material.

ASSESSMENT ONE

1. Make a chart that shows differences and similarities
among general partners, secret partners, and nominal
partners.

2. List the four forms of franchises and fi: .s many

examples of each as possible in your community.

. 3. Explain how the stockholders, board of directors,

and officers of a corporation are interrelated.
4. What are the three basic principles of cooperatives?
Discuss these fully.

ASSESSMENT TWO

Ccmﬁleté the Business Ownership Crosswo.:d Puzzle
that follows. Hére are some clues for the puséleg
ACROSS:
| 1. 'Granted to a corporation by a state official

. 2. Represents ownership in a corporation

(/)
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3, Person who invests in business but has no
voice in management
4. People who actually run the corporation
5. ‘When two ¢ i -re people cwn o vusiness.
"DOWN:
1, When one person is owner of a business
2. In a franchise business, the distributor
or individual owner
3. They elect the officer= of ti. ~orpora..
4. The most .. nal of all business structures
5. When e~c¢’ -amber o  p¢ ship
respons.ule for all debts owed by the
partnership
‘ 6. In éranchise business, the parent comgany
théz provides product/service
7. Person who owns a share of the corporation.
Answers to the Business Ownership Crossword Pu%zle can

be found on page 40.
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5%

BUSINESS OWNERSHIP CROSSWORD PUZZLE

— 1. - _ 2.
4
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POSTASSESSMENT .
1. 'Describe the conditions under which you would ‘want

to choose a:
A. General partﬁ%g
o - . B. Silent partner
C. Dormant partner
D. Nominal partner
E. Secret partner.

2. List-the main characteristics of a public corporation.

~ and a closed corporation.

3. If you want to apply for a corporate chartegg r
e | | explain what you should do and where you could applyg?
N 4. » Describe conditions under which you would want to
. offer common stock. } _ 2

3. Define franchise.  What does a franchise agree-
ment provide the franchisee? What are the benefits

e . of franchising to the franchisee?

. Compare your answers to your response to the preassessment.. .
You may want to check yéur postassessment answers with your

{ instructor.
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'SELF=, SLUATION
Viow well did you know the information needed to do
the activities?
() Very well
¢ ) Fairly well
() A little
Be hcnest with yourseif. If veu feel you don't know
the material well enough, 1t might be heloful to review

~“this section before going on.
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PREPARATION/ PART II, UNIT E
SAPTATION ' CHOOSING THE TYPE
OF OWNERSHIP
PREASSESSMENT

Here are some questions that test for knowledge of the
contencs at this level. 1f you are very familiar with the
information needed to answer them, perhaps you should go
to another level or unit - check with your instructor. Other-
wise, jot dowwn your answers. After you've read through this
level, take the postassessment at the end of the "Preparation/
Adaptation Activities' section and measure what you've
learned.

1. What are the legal implications of a partnership

and a franchise agfezment?r

2. What is a certificate of incorparation?

3. What are members of a éDDpEfative responsible for?

4, What are thg tax advantages of a sole proprietorship?

5. Name the items that shuuld be in a partnership

agreement.
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TEACHING/LEARNING OBJECTIVES
Upon completion of this level of instruction, you
should be able to: |
1. Discuss the legal implications and requirements
of the various forms of business organizations.
2. Identify information required in a Certificate of
Ingaféafatiani
. Explain the sources of information and opportuni-
tles available to a potential franchisee in your
locality. '
4, Explain the responsibilities of membership in a

cooperative
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SUBSTANTIVE TNFORMATION

WHAT REWARDS DOES
" .A SOLE PROPRIETORSHIP

PROVIDE?

WHAT DOES BEING
A SOLE PROPRIETOR

MEAN LEGALLY?

Starting a new venture uay have been relativeliy

simple twenty years ago, but today it is not simple at

=3y

all. Deciding on the organization's form of ownership
is important. What ma- be a pressing concern under one

circumstance may not be as pressing in a different situ-

ation. Your decision concerning the best form of organi-
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limitations of each form.

SOLE_PROPRIETORSHIPS

proprietorships. A sole proprietorship is worthwhile

kY

. for the person who is willing and able to meet the

challenges. A successful sole proprietor can point
to her or his accomplishments with pride and say,

"I did that." However, it involves many responsibilities.

Responsibilities

As a sole proprietor, vour liability is limited to
your own errors and obligations. Bﬁt in case the busi-
ness fails, your personal askets, including home, auto-
r,r'uiﬂ:»:fL,léi and other properties, are subject to claim by
creditors.

As a sole proprietor, you must be all things to
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AND TAXES?
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your company, It is your responsibility to select the

site, You must decide whether to lease a previously

owned store or factory, or warehouse, or to have one

built to your own specifications. You, as ovmer, must

know enough about all the functic 5 required to operate

a business. If you own a restaurant, you must decide

cﬁ,thevménu and include the right number of selections,

You must be willing to %ﬂrk long hours, establish a

record keeping system, prepare tax reports, and hire

and train persommnel, As sole proprietor, you must

arrange any fiﬁangiﬁg that your business needs and pay

your creditors, All of these abilities are seldom

possessed by one person.

Sole Preprietorship and Taxes

One main aavantage of a sole proprietorship is its
tax advantage. Tﬁe sole proprietorship is not a separate
tax paying or tax reporting unit. The proprietor's
opefatians are treated as part of the owner's financial
activities. You keep separate records of busiﬁass income,
deductions, inventories, and capital acquisitions. You
report your business profit or loss to the Internal
Revenue Service (IRE) on a form 1040, Schedule C (see
Exhibit A). This profit or loss is combined with other

{
personal income for tax purposes,. The personal income
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Aruitoxt provided by Eic:

1 a2 Gross receipts or sales . . . . . . , . . . .

b Returns and allewarres . . . . . . . . . . .

€ Balance {(subtract line lb from liné 1) . . . . S s s s a s s s
Z Cost of goods sold and/or operations (Schedule C-1, lII‘lE 8. . . « . .
3 Gross profit (subtractiine 2 fromfine le) . . . . . . . & « + « =« =«
4 Other income (attach schedule) . . . . . . . . . . . « « « =
5 Total income (add lines 3and4). . . . . . . . . . .

M Deductions
6 Advertising . . . . . . . 1 8 Wages . .
. 7 Amortization . . . . . . . b Jobs credit

8 Bad debts from sales or services . € WIN credit
9 d Totai credits

SCHEDULE C Profit or (Loss) From Business or Profession | , ~em
(Form 1040) _ (Sole Proprietorship) ﬂ?g
Bapartment of the Traxwury Partnerships, Joint Ventures, etc., Must File Form = 5. )
Revanua Service > Attach to Form 1040 or Form 1041. 3 Sea Inst uctions fr Scheviule € (Form 1040). | 05

Hame of p%ﬁé}lgtur

A Main busmess am\nty [£1:-:] Instruchuﬁs) | -
E”Busmess name = -

D Business address (number and sirast) pe _
_City, State and Zip Code = o - . i
E Accounting method: (1) [[] Cash (2) [ Accrual (3 [] Other (specity) b=
F Method(s) used to value closing inventory:
(1) [7] Cost  (2) [] Lower of cost of market  (3) [] Other (if other, attach explanation)
G Was thera any major chang= in determining quantities, costs, or valuations between opening and closing inventory? .

If "Yes,” attach explanation. .

H Did you deduct i snenses for an office inyourhome? . . . . . . . . . . . . A
I Did you elect to claim amortization (under section 191, o- Jepreciztion (under section 15?(3)) for a rehabilitated ’
eectified histerie structure (see In fructions)? . . . . . . . . . . . . . Lo o L
(Amortizable basis (see Instructior., b= ) L . B % %ﬁ;{g

9 Bank charges . . . - . . = )
& Subtract lina 31d from 313 S

10 Car and truck expanses . . . -
11 Commissiens . . . . . . . 32 Other expanses (specify):
12 Depletion e e e e e s

13 Deprsci=* "~ /+xplzin in Schedula C=2) .

1. Due. Jublications . . .

15 Employes benefit programs
16 Freight (not included on Schedule C-1) .
17 Insurance . . , . . . '« =
18 Interest on business mdebt:dness
19 Laundry and cleaning . . -
20 Legal and professional services
21 Office supplies .
2% Pension and profit- sharmg plans
23 Postage ..
24 Rent on business prgperry
25 Repairs . . . .
Z6 Supphes (not mcluded of Schedule 0.
27 laxes .. .
28 Telephone . . . R . . i
29 Travel and enteftainment . . . | ... . ...
30 Utilities . ...
33 Tetal deductions (add amgunts n culurnns fﬂr hnes E through 325) .
34 Net prafit or {lass) (subtract line 33 from line 5). If a profit, enter on Form 1040, line 13, and
on Schedule SE, Part Ii, hne 53 (of Form 1041, lina 6). If a luss, go on to lne35. . . . .| 34 ) N
35 if you haHEF loss, do you have amounts for which you are not’ at risk” in this busm ss (sea Instructions)? . . []Ys [ HNo

ﬁf

47

61



Q

E
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Schadula € (Form 1040 1979

5

SCHEDULE C-1.—Cost of G

oods Sold and/or éﬁfatiéns {See Schedule C !nstrucﬁgnsja;r Part |, line 2) :

2

4 Materials ond supplies .

& Purchases . . .

b Cost of items withdrawn for personal use .

1 !nventory at beginning of year (if differant {rem last yaar

¢ Balance {gubtractiine 2b fromline2a}. . - . -
3 Cost of labor ‘2o not include salary paid to yourself) .

§ Othar costs (attach schedule) . . .
& Add lines 1, 2¢, snd 3through 5. .

7 inventory at end of ysar .
* B Cost of goous sold and/or cpara

2a

g closing inventory, attach e=planation) .

tions (subtract line 7 from tine 6). Enter here and on Part I line 2.

1
7
;;{/;

SCHEDULE C-2.—Depreciation
if you nesd mora space,

(See Schedule € Instructicns for line 13)
plasse uss Farm45§§. )

Description of proparty

[£3]

Dats

acquired

Cost or
other basis
{e)

Degreciation
allawed or allowable
1 PFIOF YASArs

)

Method of
eamputifg
dapreciation

(O]

Lifa

(]

or rats

this yaEr

Dapreciation far

Total additional first-year depreciation (do no
_Other depreciation:

Buildingg . . .+ . -
Furniture and fixtures
Transportation equipment

Machinery and othef equipment .

Totals . = - » «

4 Depreciation claimed in Schedule C-1. « v « o v = -

include in items bel

eil:w‘ 7 ’ -

o

i

5 Balsnce (subtract line 4 from line 3). Enter here and on Partli linel13. . . . .

— |
Tk

el s

SCHEDULE C-3.—Expense Account Information (See Schedule

C Instructio

ns for Sche

dule C-3)

Enter information for yoursalf
paid smployees,
hava to provids il
325,000, or for yourself if your sxpensa accoun

add axpensa ¢
tha information for any empio) ) |
t aliowance plus lina 34, page 1, |

indryuur five highest paid amplayes

nsa account aliowances to the salaries an

s. In determin
d wages. Howsvar,
amount iz less than

ioyss for whom the combined
; s lass than $25,000.

ing the ﬁwfhlghijt
u don't

- Experiss &

coount

%

Salaries and wagsa

1%d yau claim a deduction for expen

sa&s connected with:

A Entertainment facility (boat, resort, ranch, etc.)? .

* @ tiving accummodations (except employees on Lusiness)? .
£ Conventions or maetings you or your emplo

yees attended outside the U.5. or its possessi

=]

ns? (See instructions) .

. D Empleyses’ familigs at conventions or mestings? . . . . .. . . 1
if “Yes,” were any of these conventions or mestings outside the U.S. or its possessions? . -
E Vacations for employees or their families not reported on Form W-27 . . . . . Lo -

&U.S.GP0O:19TH-0-280-348  E.1.420014328
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tax rate is 5ften lower than the corporate one, and

therefore caxes are generally a good deal lower for the

sole proprieto:s.

PARTNERSHTPS

WHAT DOES BEING Forming a partnership can be a challenge. Finding
A PARTNERSHIP : campatihle partners can be extremely difficult. No
MEAN LEGALLY? -matter how well the partners kinow each other or how
| long they have been friends, the partnership cannot sur-
vive without a written agreement or contract. Some have
spent their entire lives' repaying debts run up by a
partner who took off with all the profits and half the

inventory. That "rotten" partner could even be a relative!

Articles of Copartnership
WHAT ITEMS The articles of copartnership ensure that each
SHOULD ~% A 7 partner. does his or her share of work and gets a fair

IN ARTICLES . share of the profits, There are certain items that need

rt

OF COPARTNERSHIP? to be included in the agreement. You might want to use

the following as a checklist when reviewing your partner-
ship agreement:
1. - The date of the agreement
2. The names and -addresses of all the partners
3. The nature of bﬁginess

4. The duration of the partnership
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6. The specification of each type of limited partner
(whether silent, dormant, secret, or nominal partner)

and the liability, if any, of each

The fee to be pald any

~4

8., The amount of investment by eéﬁh partner

9. How profits and losses will be shared

10. Accounting procedures to be used

11. Salary or drawing account arrangements for
each partner

12. Restraints on each partner, if any

13. How the partnership will be terminated.

The last item is extremely important. Pfovisioné must be
made *o dissolve the'partﬁérship in case one partner wants to
leave the business for other employment, or because of illness
or death. Arrangements must be made to dissolve the partner-
ship fairly.

The articles of copartnership should be written by a lawyer,
notarized or Hitﬁés&éd by an uninvolved party, and kept in a
safe place. It is a contract and therefore legally hinding. The
Uniform Partnership Act, drafted by éhe National Conference of
Commissioners on Uniform Séate Lzws and approved by the Amer-

ican Bar Association, should be consulted as a guide.
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WHAT ABCUT THE
PARTNERSHIP

. ANN TAXES?

WHAT DCES BEING
A CORPORATION

MEAN LEGALLY?

ERIC

Aruitoxt provided by Eric:

Taxes and Paftnarships

| ?axes on a partnership are reported and paid .ike those
on a sole proprietorship. The partnership files form 1065
with the IRS (see Exhibit B). This is merely an informa-
tion return which reports business income and its alloca-
rion among the partners. On each partner's personal in-

come tax return, income from the business is reported and

rr
i)
v
P

is paid on it along with tax on any other income.

The partner reports his or her shafe of the profit earned
during the tax period that ends within the vear being
reported (by December. 31l or June 30), whether prafits are
actually distributed then or not.

CORPORATIONS

The corporation is by tar the most structured and
complicated form of business organization. Very rarely
does the new or first-time owner form a corporation.

It is most often used by a successful sole proprietor

or a partnership that wishes to expand or to remove

the personal unlimited liabiiity. Since the corporation
is a creation of law, it is impersonal and exists without

A corporation must be chartered. When a state issues

a chartar, the firm's activities are specified. A firm
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in manufacturing.  The

can operate is limited to the state granting the charter.
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N 3

LXHJBIT B

=nd snding =

U.S. Partnershlp Return of Income s« awsr s um.

1979

s 19

ey 1979,

or fimal yoor biglnning

Nams

D Emilﬂri h‘sllh;um- -

Number and staet

£ Dits butinsis started

Gty or town, State, and ZIPcods

" F Entar tatal #ssets hmﬁ ‘?Eh;&-
ule L, hine 13, eoluma (9).

_ [ 2 777 )
@ Check methra of accounting B TR s this o final return?
[e)] D Cash iE) E At;crual (3) [ Other (attach egplaﬁatlnn) E Yoz [ Ne

IHFBHfAHT—Yau must fill in 2l lines and schedules. l? mora spar.s is nEEdEd sea paga

tated fothe partners on Scheduls K, lire 16, and not on tha anbered lines on this paga orin Sthedgles A lhmugh 1.

20f Iﬂstruc;tmns Enter any itemns spenally allr}

" 1a Gross ccelpts or sales $ "1 Lest retums a0d 1lONGACES $ eomeeemmemeemerenms Balance P [_1E1 _
2 Cost of goods sold and!nraperatians (SchedulaA fir=38) . o o o o o o o s o o | 20
3 Grogs profit (subtract ine 2 from lN@1c) s o o = ¢ o 3 & o o o s v & o o . |3 o _
4 Ordiaary Incotne (loss) from cther partnerships and fiduciaries (attach stalement) . . . % _ _
8 Nonquelifylngdividends . « « s s » & & = & & ¢ 3 ¢ = & & 2 5 o ¢ & = S —
Eﬁlnhmst iléjiiiii.iij‘i!ji!giiiinl-lj_ii,
8] 7 Netincome (loss) from rents (Schedule H,1in82), o ¢ o « o = o & ¢ o « ¢ = -+ 2 _
E| B Met income (loss) from royaities (attach schedul®) s o o o o c 5 o &+ ¢« o o 8
9  Nat farm profit (loss) (attach Schedule F(FUrm2040)) o & & o o & & o & o = & o i N
30 Netgain (loss) (FOrm4797,1na11)e o o o o & » s o & & '8 o o 2+ o ¢ 1L
i1 Otherincoms (attach schedule) o & s ¢ o & 2 o o ¢ & ¢ 2 2 & ¢ » = = ¢ 2 S
| 32 TOTAL Income (foss) (combine fnes 3 through | 1 ) N N S S S S S 1z o
%32 Salaes and wages (other than 0 partners) $oeem 13b Less Jobs Cradit sm Ealancu po|13e)
14 Gusranteed payments to pariners (see pag;inr Instructons)s o « o o 0 o 0 0o o |2
13mm-.giljl!illlli!iliill!l--j:-i}i7777 -
!slmﬂmiiiqﬁliijlijiliﬁilll!l--in-lif7
17T“Elilliilii-iiiiilliiillll!l!il!—i?, —
18 Baddebis (seopagas Sofinstrustions) s s = o o o & 2 & & o ¢ ¢ & o = ¢ ¢ s (
-,lgﬁlﬂaiﬂ-.iiiniilgniici:iii!--ji:agigﬁ _
. 20 Depreciatic.; (Schedule J,lin85) s =« s & = » = = 5 & 5 4 s » o ¢ 2 ¢ & = g - e
g 21 Amortization (attach scheduig) = ¢ = s = o » & & # & & ¢ & s 35 & & & = g; e — —
E 22 Depletion (other than oil and gas, attach schedule—s¢e page 5ol Instructions) o+ « « o |22 | i
21 Retirement plans, etc. (see paga 5 of Instructions). (Entar nLnbar of plans e . 533, — _
235 Employee benefit prugrams (see page Sof Instruction®) e ¢ o o o o o o ¢ ¢ « o o 23y
24 Other decuctions (attach schedule) o o o s s o o o 2 + & & & s & » s » = 28 —
25 TOTAL deductions (add lines 13c through 24) e o o o & o = s o o ¢ o = » 25 .
26 Qfdlngry Income (loss) (‘subtraet fne25fromline12) . . . . . . .« 126 -
. Schedule A—COST.OF GOODS SOLD AND/OR DPERATIDNS (See Page 3 Df Instructmns) B }
27 Invanlmyat beglnningafyear(lf different from Iastyear’s closing inventory, attach explanatnan). . |27
208 Purchattt §.ommmcnseesmrmses .. 28D Less cost of tems withdrawn for personal Us8 $ememeeee Balance e | 28c) _
D!tﬁf!abﬁr-!,iIji!iil!'i,iiilliljjiii(i!-637 _ _
i Materisls and Supplies . s s s & 2 @ ‘gﬂ ® & 8 & 8 8 8 & ® 8 8 % & s s * i@_ . -
31 Other costs (attach schedule) « = o o o o o & o o O L W
32 Total of lines 27 through 31 . e s 8 8 % % 8 ® 8 3 % % 8 3 5 3z & 8 & s s 32| e
33 dnventorystendofyeal o« o s s s o s s 5 o 3 = 3 & = & & & 5 & a s = oo 3.
34 Cost of poods sold (subtract line 33 from line 32). Enter Flefé and on | hne? aﬁavei . 34
_‘- :_,nd" Bm.m.:ﬂ'!‘g'dl’i‘uglélllliiltﬂlﬂ e rg,!.;“h;v(m;“ l.h:?l l&lu raturn, including £ Sments, and | ln \hl hut of my knnwiedye and beual, it i3 Trus,
P payEl} {5 bassd m‘i all (mmmhan al lmc,h pnp;uf ‘has miy knowlwdge,
Cio _ S > _ ,
BE <1 ganaral paAner R - _ S Date -
ué 5 sanature b Eehls;!c:ﬁ:l Preparer's sacla:l secunity no.
|| g% | snddite _ o o pluyed > | ] - H B
B gag “Firm's nams (or ) o o E.l. No.
&| EE£| yours it nl’emp!ayrﬂ) . e — S - -
= inﬂidﬂfﬂ! o ) B . B ZIP code = -
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Form 105 (197%) . Schedule A (Conunued) B

eck all methods us*d for valuxng clasing inventary: {i) E] Cost | € Is Form 970 or olher stu'emgnt attached for adeption of
-(ii) [] Lower of cost or market as destribed in regu'ations section LIFO invenfory methods? . . . . . .« » s = =
1.471-4 (see pags 6 of Instructions) (i) [] Writedown of "sub- d Are you crgaged in manufacturing? . . . . . . . N
aprmal” geods 23 described 1 regulations section 1.471=2(c) (see nage
6 of Instruetionz)

b Oid you use any other methnd of inventory valuation not | Yes | No tion methad \regula!mns sev:han 147141)? U i

35 a

If "Yes,” &'d you value your inventory using the full absorp-

described in dine 357 . . .+ o+ . . . . .
H *Yes,” S["Eﬁify methods used and attach explanation,

Scheduie HABITAL GAINS ANDﬁl DSSES (ses P

e L e { Gain gia for
e. Cost o7 ather Basi3 the year {d less e)

b Elahj m;ugrrd €. :mg seld 4. [‘.mss saiEn prica
{ma., day, yi.) {ma., day, ¥r.) Il:;; ezpense of ;.ﬂg

Lpng lgrm Eapnal Gains and Loss SﬁAssets Held More Than Dne Ygar

éndfmmﬁdg:iaﬁésii-,.!.....ii,ii.gii.....,,,_..
6 Eapitai gaiﬂ distributions . .
{lass) from i .
§chedule HEINCEME FRQM RENTS (See Fage 4 nf lnslruchuns) it mnrésé;{;.s needed, attach szhedule

[ B:m:tmmn

& Othes 75:@::5{;; )
tattach

b. Amount of rent
ichedule)

Z het income (loss) (subtract total of columns ¢, d, and e from m column b). Enter here andoenpage l,lne?7. . . B -

Schedule —BAD DEBTS (See Page 5 of Instructions) - o
I Amount sdded 1o reserve e e e 7

_ b, Trad t 4 1% ra- = — f. Amaunt chargad g. Reserve far bad debls

o You em;blfz :g?;’x;’a.‘nz .’.“:ﬂ“d“ o yerr - Sales on aceount | =g Tt ye pr— JAmount chargad | g. Referve for bad debits

A I b. Data ¢, Cost ar d- D'F"“““"" e M t f.Life ot | € Deoreciation for
5. Daription ol property h sllowed of alloszble :amnuhng = RN E -
' . Required ather bass ____ iR griof yeans depircialion rate m‘i ':" -
1 Total adiditional first year degren.mgn (NDT ta Esu:Eed 52, DDD) (DD not include in |tems bglnw ] :
Enter here and on Schedule K, hine 2 )———— —

2 Other depreciation:

Buildings . . . « & & s

Furniture and fixtures . . .

L Transportation equipment . .
Machinery and other equipment . .

ITotals . . . &« & ¢ 4 s x4 e ] _
4 Amount of depreciation claimed in Schedules A and H., . . « + = & = = 5 s = % 5 3 s 5 5 % |— I
° 3 Balance (subtra::t ned 4 frsm line 3). Enter here and on page 1 1 IIﬁE EQ S S N S S S S S S SN N
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Aruitoxt provided by Eic:

Form 1065 (1579) S

Png; 3

chedule K—PARTNERS' SHARES OF INCOME,

CREDITS, BEEUETIﬁ Y ETG (See Pages 7-10 of Iﬂstructmns)

Entar the rumbsr
of pariners .
in the partnanhiz e

Entar the total distnbutive armcunt for each applicanis item listed balow.
Mote: Enter sach partnar's distributive skare on Schedule XK-1.
__Prepare & separais Scheduls K-1 for gach parinar,

An ANy pRrlo#cs iA
this partnarifip BlE8 -

partrenbips? |

[ Yes T Yo

1 b. Totsl amount _

' 1 a Euaranteed payments tﬂ partner; (1) DEductnblE by the partnershlp (paga 1,linald). . .

b C\n;‘mary inzarﬁg (Ic:ss) (page 1 line EE) e e e s e s s m & a s = ox s s 5 s now
2 Additional first-year depreciation (Scheduls 4, lma 3. 4 ¢ « + 4 2 = ox o ® % a2 s s o5 : o= s
B Grass farming or fishing fneama . . « . &+ 4 & v 2 - s s 5 4 2 e 8 e a4 .
4 Dividends qualifying for exclusion (sttach list) . . -. , . . . e s s ow s % % o8 ow =
5 Net shortterm capitzl gain (loss) } a After 10/31/78 . . . .. e -

from transactions entered into: | b Before 11/1/78 . . < = « . o « = & & 3 5 = = = =
6 Met long-term capital gain (loss) | & After 10/31/78 , . . .« « . « = = & s s a2 a = w s

from transactions en‘ered into: | b Before 11/1/78 . . « =« « « = = = « = s = x = s =
7 Net gain (loss) from involuntary [.& After 10/31/78 . « « « « = « = + « 2 & = + 2+ >

conversions due tc casualty or theft: | b Before 11/1/78 . + - « = = « = = &+ « = 4 0 s
8 Other net gain' (loss) undar section } sAfter 10/31/78B . + o s < o+ s 2 2 a2 s s oae .
- 1231 from transactions entered into: J. bBeforem 11/1/78 . . + =« = & = & s s = s« s & 2 =
9 Net eamings (loss) from seif-employment (Schedule N, fine 12) . = . &%+ «+ « + « « o 2 & =

10 a Charitalda contributions (attach 1ist): 50% .ccriecrsosmccriry 3090 ucmmerccimmmsmmssisomsior 20 Yormnnsees

b Otherikemized deductions (attachlist). . .« + + & = &« « & s + & ¢ = =5 = =
11 E!pﬁﬂii account !Hmn@ s = & & ®= ® ® % & ® & ® @® ® s ¥ = % % 2 &« *

¢ Excess expenses from “'net lease property” s e s x5 s e s s s . .
~d Excess of net long term :aputal gain over nrt shaﬁ terrﬂ ::apltsl loss fr@rﬁ mvestrﬁéﬁt prnperty

12dobsermdit . . . . 0 -« 4 e 2= o= s e e s s s s s x s s o ow o w s
13 Taxes paid by regulated investment companlies an und|5tnbmed : pxﬁal gains (attach schedule) . . . .
14 & Payments for paﬁners to a Keogh Plan. (Type of plan P=. ... P
b Payments fnr partners to an IRA or Simplified Employee Féﬁsxm (SFF) e 8 s & & ¥ 8 & o =
1% a Foreign taxes paid (see page @ of Instructions} . . . . « « = « & ¢+ = ¢ 0 e 4 s . o
b Other income, deductions, ete. (attach schedule) . . -« « &« & + & « = = = & = s 5 + =
€ Oil and gas depletion. (Enter amount (not for partnar's use) Pe... - s ox s s
16 Specially allocated items (attach schedule): a Short-term capital gain (loss) . .+ . - + - « . .
b Longtermcapitalgain (1055} . = « « « + 5 & & & w2 3 2 2 4 & = = 4 = s = s =
¢ Ordinary gain (Igss) P s s o5 s e s s s s s s % s s s s = 3z = 3z = = = =
 dOther . . . . . . . . . . T T T T R T L
17 Tax preference items (see pages 10 gf Iﬁstru:tmns) a Ahcelerated depre\:uatmn an real property:
{1) Certified historic structura rehabilitation (167(o) or amortization under191) . . . . . . . .
{2) Low-inccme rental housing (167(k}) . . . . . -+ =« & « + s + = 5+ &+ 2 & s @
(3) Other government assisted fow- mcnme NOUSINE = & & s s s =« & * 2 = s = & 2 s =
(4) Otherreal property . . = + « « « + s+ o« o e s s s s s s 4 = owox e wow
b Accelerated deprgcuanun on personal property subjectto a le A T T )
Amortization: ¢ TR . ey 8
g Reserves for Iasses on bsg debts of finanzial msmutmns e s s s os s s s s o s sk
h Depletion (otherthanoiland £38) . - -+ =« « . « = & « &+ & 2 & = = = & & = 3 = =
I (1) Excessintangible dniling costs from oil, gas or geothermalwells . . . . - - s s s s
(2) Net income from oil, gas or peothermal wells , . . . . - . « - ¢ = - =« R,
13 Interest on irvestnrent indebledness: @ Investment interest expenser (1) Indehledness incurred before 12/17/69 . . . .
{2) Indebtedness incurred before 9/11/75, but after 12/16/69 . . « . ., « =« &« - P
(3) Indebtedness incurred after 9/10/75 . . .+ « « s+« 4 s = % = or 2 = 2 o= s =
b Net investment income (less) . . . . . . . . . s s e e s e b ‘ e e s x s

19 {nvestment in Basis of new a dormorebutlessthanbyears. . . .« o & o« |
property that investment | b 5 or more but less than 7 YEATS . + « o« & s s
qualifies for property € 7ormoreyears. . . . : o x s - e
investmant "New cnrnmutgr hu hw xy vishir, Ip i d 1ormare yrexrrs B L ds .
credit: Qualified progress e 7or
expenditures f 7 orme
T Cost of used g 3 or more but icss than Syzars. . P s s s
H investment h 5 srmarebutlessthan7years. . . . . . -
property i . . . '
| Uszed .;nmmuter hghway vehicle : . _ -
1 - — —
F,‘ { [N
= \ ) :j,r
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Aruitoxt provided by Eic:

Parm 1065 (1979)

Schedule L—BALANCE SHEETS (See Page 10 of Instructions)

j C»ESH ® & ® & & & & ® 3 ®

8§ Inventories . . .

‘G Mortgage and real estate loans . . . «

10 Land (net of any amortization) . « « » «
11 iIntangible assets (amortizableonly) . « » . .«

12-Other assets (attach schedule) = « « <« « .
13 R :

14 Accounts payable . . . . .+ s s & o o
15 Mortgages, notes, and tonds payable in less than 1 year .
16 Other current liabilities-(attach schedule) . . .
17 All nonrecourse loans (attach schedule) . . .
18 Mortgages, notes, and bonds payable in 1 yearormora, . |/
19 Other liabilities (attach schedule) . . . . . |
20 Partners’ capital accounts . . « » & & &
21

~ Beginning of taxable year

~ End of taxsble yasr

ASSETS

2 Trada notes and accounts receivable. ., . . .

a8 Less allowance forbad debts . . - «
& Government obligations: a U.S. and instrumentalities .
" b State, subdivisions thereof, etc. . . . .
S Other current assets (attach schedule) ., . .

7 Other investments (attach schedule) . . .
8 Buildings and other fixed depreciable assets .
a8 Less accumulated depreciation . . .

~ {A) Amount

(B) Total (€} Amount (D)

Total

9 Depletable assets . . . + o « & o o
& Lessaccumulateddepletion. « + « s s &

a LESSEEEQmulatEQEmﬁﬂ,iiétiﬂﬂ! # & % @8 a

Tatal liabilities and capital . . . . . [

s

i

Schedule M—RECONCILIATION OF PARTNERS' CAPI

W

T

AL ACCOUNTS (See Page 11 of Insiructions)

(Show reconcill.lion of each partner's capital account on Schedule K-1, block M)

¢, Ordinary incoms  |d
{ioas) fram page 1,
ling 26

. Canital eontributed

#. Capital stzount a.
dunng year

bagianing of year

%, Losses nat included
in column £, plux
unallewable deductions

{. Withdrawsls and
distribulions

2. Capital aecount
at #nd of yéer

Schedule N—COMPUTATION OF

NET EARNINGS FROM SELF-EMPLOYM

ENT (See Page 11 'qfﬁlirlstrugtjiéﬁs); —

1 Drﬂinary income (loss) (Form 1065, page 1, Iiné 26). .

" 2 Cuaranteed payments to pariners included on Scheduls K, fines 1a(l)

3 Net loss fromrentalof realestate. . « .« « « . .

4 Neat loss from Form 4797 (Form 1065, page 1, line ID); s 2 2 3 = &

ETahI(addlinESE.S.andé). s % s & & 8 a a

6 Add lines 1 and 5. (if line 1 is a loss, reduca line 1 by the amount on line 5)

nd1a{2) . « =

1

L Will the character of any habilitics in Schedule L (Balance [y

~ changes b=

(2) Amartizable basis (see page 11 of Instructions) e

%

]

Sheets), other than line 17, change to nonrecourse or hecome
wyered by a guarantee or similar arrangement in the future? ,

It "Yes,” enter the year(s) and amount(s) of tha antic.pated

O Was the parinership the granter of, or transferor to, a foreign
trust which existed during the cuirent tax year, whether or nat
the pai.nership or any partner has any benehicial inferest in 7
Il "'Yes," you may have to file Forms 3520, 3520-A, or 92¢
(Seepage 1l of Insbructions) . . ., . . . . ., .

7 Nonqualifying dividends (Form 1065, paga1,lina5). . « s« & s & =
alntgijﬁgtiilli;iliiiiﬁiﬁliii!ii-
9 Net income fromrental of realestate . . . & & &« & & « & & =
10 Net gain from Form 4797 (Form 1065, paga 1,1ine 10). <. « + « « =
11 Total (add lines 7, 8,9, and 10) « « & « & &+ & 2 s s 5 s 2 = « s s = & &z &
12 Net earnings (loss) from self-employment (subtract line 11 from lin~ 4. Enter on Schedule K, line 9. -
Additional Information Required \ | Yes | No | M Has any matenal regaiding the offering of a partnership inter- | Yes | No
) e B oo P 4 . est or other secunty ever been registered or filed with a Fed- )
I3 the partnership a limited partnership (sev page 2 of Instruc- eral of State agency of authority? I “Yes,” attach a statement
7T o giving the name and address of the agency(s) . . .« .« .« ||
J s this partnership a partner in another partnership? ., . . |___ i o e L N
K (1) Did you elect to claim amortization (under section 191) or N At any time during the tax year, did the partnership have an
depreciation (under section 167(0)) for a rchabilitated cer- interest in of a signature or other authonty over a bank ac-
tified historic structufe (see page 11 of Instructions)? & o count, secunties account, or olher financial account in a
foreign country (see page 11 of Instructions)? . . . - & || —

¥ U.5. GOVERNMLN1 PRINTING OFFIGE ; 1979—0-283-78 58-040-11 10

o

69



ARE THERE
DIFFERENT TYPES

OF STOCK?

Part II, Unit Q

Choosing the Type

of Ownership

The sole piéprietar or business partners of a

business which becomes incorporated can exchange the
assets owned for. shares of stock. ' This may be done
tax-free if the former proprietor or the former partners
own 80% of the stock, their control of ﬁhe corporation
is immediate, and the assets are transferred sclély4in

exchange for stock and securities in the new corporation.

Types of Sté;k

There are many kinds of stock that a corporation can
issue. The kinds of stock and the dividends they pay are
as follows:

1. Par and nonpar value stock - stock that may or

4 {
' !

may not have a statgd "par" value, but which
can EE‘EQld at fair%mafket prices. This is referred
to as éamman stagk.i
2, Preferred stock - s%aak that provides the right
to recelve a dividené before ptafits are dis-

tributed among cémman{stagkhaldérs in exchange

B for giving up the right to vote on company

\\

decisions. )
3

3. Participating’preferred stock - this stock allows
\
_the preferred stockholder'to share in profits

with common stockholders aiter the stagéd divi-

dend 1s paid to preferred stockholders.



=
ARE THERE DIFFERENT

TYPES OF DIVIDENDS?

Parc II, Unit E
Choosing the Type
of Ownership
4, Cumulative preferred stock - the preferred value
of this stock accumulates each time dividends

are not declared, and the full value must be paid

each preferred stockholder before profits are

5. Redeemable stock - the. corporation has the right
.to buy back redeemable stock at a fixed

price which includes all dividends in arrears.

6. Convertible stéék = rights included in owning
.this form include the right to convert into some
‘gthe: kiné of stocks or bonds. This right is
usually held by the stockholders.

7. Guaranteed stock ; dividends from this stock
are guaranteed by a corporation other thén the
one that issues the stock--for example, by a

".parent company to the stockholders of a subsidiary

company.

Types_of Dividends

-3

poration cau pay. ne power to declare diyidends rests
with the corporation's bLoard of directors. The kinds of

dividends are:

Cash dividend - paid in cash.

bt

2. Stock dividend - additional stock given to each

\ current shareholder on a pro rata basis,

57



WHAT ABOUT THE
CORPORATION

AND TAXES?

Part II, Unit E
Choosing the Type
of Ownership
3. ngip dividends - paid in notes that are
redeemable at a later date;
4. Elective dividend - where stockholders may take
cash or stock dividends at their option.
5. Dividends in prcpe:ty other shares of stock
or bonds, in a company other than the one in
which the owner has the shares, awnéd by the
issuing company.

Generally, past deficits must be pald before any

profit is declared and before that profit can be shared.

Taxes and Corporations

Corporations are taxed more than sole proprietorships

and partnerships. Not only must taxes be paid by the

corporation itself, but they must be paid again by persons

taking profit from the ccrpgrétiqﬁ; Tﬁ order to forestall
this "double taxation," consult an_attarne§ about forming
a subchapter corporation, which 1s ideal for new and low
income businesses. With‘this type of corporation, your
corporation may be taxed at lower rates. Regardless,

corporate taxes are at a higher percentage or bracket

. than personal taxes.

All corporations must file form 1120 (Exhibit C)
with the IRS. Corporate tax reporting may be done in two

ways:
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Part II, Unit E
Choosing the Type

1, The corporation is treated as a separate taxpayer
and pays a corporate taxlon its income. The
shareholder (owner) pays personal tax on her or
his receipts of salary, dividends, and interest
from the corporation.

2. TUnder the Suﬁchaptér Section ngéhé Internal
Revenue Code, the corporation reports its income
or loss. Shareholders report income on their tax
returns even if they have not withdréwn money
or property from the corporation. If the cor-

” poration incurs losses, the shareholders can

\ , . . deduct losses on their tax returns,

Under the first method, anything you, as the owmer,
do not with&faw is taxed at a corporate level and then
taxed again when you withdraw it, The second method

I \’ ,,,,,,
avoilds this.

Certificate of Incorporation

WHAT IS A : To begin operations as a corporation, you must re-

CERTIFICATE ceive a charter from the state in which you want to oper-

OF ate. The application for a charter is called a certifi-

INCZEEQRATI@N? cate of inécrpératign— The exact fequifements vary from-
| _ ' state to statéj so check Qith your state before having a
lawyer draw up your charter application. Since some re-
quirements are basic, you might use the following list

to review your charter application.

: 59




Part II, Unit E
Choosing the’ Type
of Ownership
1. The specific name of the corporation (which, in
| ' C the U.S., includes the abbreviation "Inc."). The name

= ) / ¥

cannot be the‘same as one already in use when the
charter 1s issued.

2. The épe;iﬁic purpose of the corporation.

3, The names and addresses of the directors and
inccrpcratérsi vDepending on the state, one to
Efivelinggrp@ratazs must réside in the state in
%hich thexappligatién is made.

4, The location of the company's main office.

6. The amount and kinds of capital stock issued
at the outset of the operations.
7. A full déscriptiaﬂ of the voting rights of the
\ stockholders.
The original owners must also draw up a set of by-
laws. The by-laws should state the regulations and limits

of the corporation. This protects all the owners, present

I
of directors. From the time the charter fee is pald (varies

from state to state and can be quite expensive) and the
By 7

certificate is issued, all agreements are made in the

pame of the Egmpany and not in the owners' names. The

kt

,owners are merely‘st@ekhﬂlders who may or may not be

invoelved in the actual operations of the business.
"1
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Aruitoxt provided by Eic:

EXHIBIT C

w1120

Daparimant of the Treasury

U. S- Corporatios Income Tax Return

For ealendar year 1979 or othar taxabis year beginning

1979

ere

30 Taxable income (subtract line 29 fromfine 28) . . . . . . . . . .

Taxable incoma before net ape,ra'lﬁ loss deduction and special deductions (subtract line 27 from line 11) . .
(22 |

Less: (a) No! operating loss deduction (see instructions—attach schedule) .
. | 297b)

intarnsi Ravenus Servicw | o . 1379, ending _ . _
Crckita— e | Hame - ’ ) T |0 e et saaie
A Conulidsted wwtumn TR bl | _ . _ — — —
B Farsonal Helding Ca. [ | other- Number and street E Date iﬁfﬁiﬁi’iliﬂ
€ Business Code No. (Ses [ UisE
Fage B of instructions) B pleass |——— - —_— — —_—
print City of town, State, and ZIP code F Enter total sasats (i0d Instruction
or {spe. o : o %
1 (a) Gmss ieceipts or sales 5. . (h) Less rgturns and allowances §.. . 71(‘:” csainas - S
2 Less: Cost of goods sold (Scheduie A) and/or operations (attach s:hgdule) . A T
BGrossprofit . . « + ¢« ¢ s 4 s s x oz s s s s s s = s s SO - I B
2! 4 Dividends (ScheduleC) . . . . A PN N o2
g 5 Interest on obligations of the United Stateé an d U 5. instrumenzalities . . . . . . . . |_5_
E|l 6 0therinterest. - . . . . . . . . . 4 4 e e e s e e e s I .
w) 7 Gross rents e s s s s e s . : s . . s s - I A .
2| 8 Eress rgyaltie;. f e s e ar a s 4 s e s e e e e e e _8 | ens
S| 9 . . .. 9 |
(b) Nat gam or class) fram Fnrm 4197 lme 11, Part i (aﬁat:h Farm 4?9?) e [ R
10 Other income (see instructions—attach scheduls) . . . . . . C o . 1o o
11 TOTAL in.ume—Add lines 3 through 10 . R o
12 Compensation of officers (Schedule E) . . . . , . . . . N
13 (a) 3Salaries and wages ........ -13(b) Less WIN and jobs eredit(s) I
14 Repairs (see instructions) . . s e s s e s s s = - —
15 Bad debts (Schedule F if reserve ﬁ?ethnd isused) . . . . . 15 |
16 Rents . ., . .+ 4 + s s & 5 5 o+ e e a4 . e 6 _ —
17 Taxes . . . . . s s s s s ox s e a s s e e s s s . L A7
| 18 Interest. . . . . . 2T s s s s s e s s s s U R - 2 -
19 Contributions (ot aver 5% of line 30 adjusted per In:t:uctlnnHltaeh s-;heduh) A &
2 20 Amortization (attach schedule) . . . . . . . . . . . . .+ . . . . o« . .| 20
2| 21 Depreciation from Form 4562 (attach Form 4562) ........ . less depreciation )
jg claimed in Schedule A and elsewhere on return ............ . Balance = 21 | . S
§ 2206pIELION ., . . . s e e s e e e e e e e e e e e e e e e e |
Bl a3 advertising. . . . .« & v v e s e e e e e e e e e e e e e B
24 Pension, profit-sharing, etc. plans (see instructions) (enter number of plans b= ..............) . . |- EL 2 R
25 Employes benefit programs (se@ insStFUCtONS) « . .+ . . . . 4 b o x w w e n e e B
26 Other deductions (attach schedule) . . . . . . . . . . . .« & « « .+ & . 25 —— -
27 TOTAL deductions—Add lines 12through 26 . . . . . . . . « « « . « . |27 _ _
28 28 cenerenreemn
29

(b) Special deductions (Schedulel). ., . . . .

Tax

31 TOTALTAX (Schedula ) . . . . . . . + .+ « + + + &+ &
32 Credits: (a) Overpayment from 1978 allowed as a eredit . e

(b) 1979 estimated tax payments .

(€) Less refund of 1979 estimated fax applied fﬂr on Furm 4465
(d) Tax deposited: Form 7004 ................ Form 7005 (atiach)....
(®) Credit from regulated investment companies (attach Form 2439) . . . . .

(I’) Federal tax an spe;|a| fuels and oils (aﬁach Form 4136 ar IIBE-T)

(C.he::k [ 3 [j if Form 2220 is attached, SEE page 3 of instructions, ) [ 3 S ________ e

34 OVERPAYMENT (subtraet line 31 from line 32). . ., . . }

35 Enter amount of line 34 you want: Credited to 1980 estimated tax o Refunded k- : o
Under penaltles of perjury, | declare that | have examined th urA, |ﬂ§|uﬂ|l;i and Als, and to the best of my khowisdge and lguﬂ n l; true,

corisct, and compleisn. Declaration of piegarer (othar than Laspiyer) ii baved an all lﬁlmiﬁmgn of which prlplm‘ has any hnowledga.

S e — - —____ Date_ }'Ltla 3

=z

@ - SQE'::T:' Preparer's socisl sscurlty ne.

§ h s L ployed E] f H ‘

i _ _ _ -

2 E.l. Na.

[ R = | vours, if self-employed) SRR — e | =2 No. - -
aﬂd address o __| ZiPcode = B
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Aruitoxt provided by Eic:

Farﬁ 1120 (l???)

_ISTIIITEC Cost of Goods Sold (See Instructions for Schedule A)
1 Invantory at buglnnlng af yuar e e s v v s s x : . e ' . .
2 Merchandise bought for manufacture of sale . . . + « . .« ¢ s e e e w2 R
3 Salaries and wages . . . e
lmhifﬁﬁltl(IMEhiChldulﬁ). e L
B Tﬂ“l a L] & & L] - L] - L] a - L]

_ & Lexs: Invantory at end OFYBAF. . & = + « = &+ = s 8 ox s a4 oawoaaoxoaowomoEone
7 Caost of goods sold—Enter here and on line 2,pagel. . P
8 (a) Chech all mathods used for valuing closing Inventory: OXE Caat
’ instructions) (ilf) ] Writedown of “subnormal” goods s described in Regulations section 1.471=2(c) (s80 instructions)

(b) Did you usa any other method of inventory valuation not deseribed above?. . . . . - - ¢ ¢ .

s % % & % & & & = % & & = & & & *

(h) [[] Lower of cost or market as dexcribed in Ragulations saction 1.471-4 (sza

if ‘"Yas,” specify mathod used and attach explanation .. S

{c) Check if this is the first yaar LiFO inventaory mathod was adaptad and u“d (If chgi:ked gttach Fgrm 97@ ).
{d) If tha LIFO inventory method was usad for this taxable year, enter parcentage {(of amounts) of closing in-
ventory computed under LIFO. . . e e e s s a e e e .
{(s) Is the corporation engaged in minuﬁ:ﬁiﬁng m:uvitl:ﬂ P
if *Yes,” are inventorles valued undar Regulations section 1.471-11 (full nbsnrptmn am:nur\tlng mathad)?
(N Was ihars any substantial change in determining quantities, coat, or valuations between opening and closing invantory? .
~1f “Yas," attach ax planation. - ) o

] res ] Ne
,,,,, . D
. [] Yes [ No
[] Yes [ No
OYs [ No

Sﬁh”,u,, C Dividends (See ir instructlun 4) "i - , ]

1 namﬂtl: carporltinﬂl ll-lb]lft to 859, deduction . . . . - e e e s e s r s e s s
2 Certain preferred stock of public utilities . . . "« < . o 0 e e e e e e e e e e e
3 Forslgn corporations dubject to 859% deduction. . . . s s e s . . . e s s
4 Dividends from wholly-owned foreign subsidiaries sublect to IBQ% daductlan (sa:tlan 24..fb)) P
8 Other dividends from forelgn corporations . . - . . - - . PR e e s o= s s
8 Includible income from controlled foraign corporations under lubpaﬁ F (atta:h Forms 3645) .

7 Forslgn dividend gross-up (section 78) . . . . . . e e s . . .
8 Qualifying dividands recaived from affiliated groups and mbl:ct to the 100% daductlun (nctlun 243(:)(3))

§ Taxabla dividends from a BISCarInrmarDlSCm‘lncludtd Inlina 1 (section246(d)). . - - - -« =
10 Other dividends . . . . . - .

llTutm—EntirhlrllaﬁiQ. T T T N T
' sation of Officers ( ‘§aa instructinn 12)

Poresnt of corporation 4. Amoust of 7. Expe o

o ot ot il -y e B B

j Tm-l 7n;atlﬁir; ;fgﬂ:ﬁﬁaE.\tar here and on line. lm FE T j’ . :
2 Bad Debts—-Reserve Mathﬁ (See_instruction 15) - . Il
4. Amount chargwd 7. Rusarvefor bad dabts
B agalast ey at wnd of yaar

1976 |- B [ IO —— - N
1979 _ _ . _ — _ ) f"’"" _

Special Deductions (See instructions for Schedule I) _ o

;(.)a'sega'afseﬁ’edungc.iinél.”,.i._.g_‘!,i...,””.'.g,

_(b) 59.13% of Schedule C, line 2. . . .

(‘;)ss%go&mui:c.unaa.ii,.:..i.,igﬂ.i.i.g,—.g.,.;"

(d) 100% of Schec il C, N8 . . . o « 0 . . 4 ke e e e e e e e e e

2 Total—See instructions for fimitation . . .« ¢ =+ v e e e e e e e e s e e e
$.100% of Scheduls C, lineB. . . . . . + = :
4 Deduction for dividends paid on certain pveferred stock uf publh: utmtln; (saa instructions) . PR
8 Deduction for Western Hemisphers trade :arpnralmns (see instructions) .

-ial daﬂu:!lan;EAdd lines 2 throu h75 Enter here and on lina 29\5) paga l _ . 7 .

~J
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Form 1120 (1979) ) - - o

=i hedule )

S — —

1 Taxable income (ling 30, page 1) . . . . . . . . & « ¢ s e e a e s wme e w b
2 (=) Are you a member of a contrclled group? . e e s s s s s s [] Yes [] No /
(b) M “Yes,” see instructions and enter your portion of the $25,000 amount in each taxable incoma bracket:
(i, - - [{1) 35 ORI ( ') B SR
3 Income tax (sea instructions to figure the tax; enter this tax or alternative tax from Schedule D, whicheve 2
isless). Check if from Schedule D= ] . . . . . . . « = . . & . . . ... . _
# (a) Foreign tax credit (attach Form 1118) . . . . . . .« + & « « .+ .
(b) Investment credit (attach.Form 3468) . . . . . .« + + « « = &
(c) Work incentive (WIN) credit (attach Form 4874) . . . . . . . . . . N
(d) Jobs credit (attach Form 5884) . . . . . . . . . . . . ..o oL
B Totaloflines4(a), (D), (c), and (d) . . . & < & & & & = 5 = 5 & 5 o4 s e e s 5 5 = —
G Subtract ineSfomlne3. . . 4 . . . . . s v ke e s e s e e e s e s e e
7 Personal holding company tax (attach Schedule PH(Form 1120)) . . . . . . . . . .+ + « .
8 Tax from recomputing prior-yaar investmant credit (attach Form4255) . . . . ., . . . . . .
9 Tax from recomputing prior-year WIN credit (attach ¢~nputation) . .; . ., . . . . . . . . .|
10 Minimum tax on tax preferance items (seas instructions—attach Form4626) . . . . . . . . . .| R

i 11 Totsl tax—Add lines 6 through 10. Enter hereandonline3l.pagel. . . . . . . . . . . . . §
BT Record of Federz! Tax Deposit Forms 503 " Dats of depasit T Ameunt
T (st depesity Ik Geder of date made—See lastruction 6) - ——
~ Deteofdepotit | Amount |  Dataotdepost | Amount | e

@ (1) Did you claim a deduction for expanses connected with:  |Yes| e
(») Entertainment facility (boat, resort, ranch, ot.j? . . . B i ol you ever declare a slock dividend? . . . . . . .
(b) Living accommodations (except amployses on businexs)? . 4 Taxsble incoma or (loss) from Form 1120, line 26, page 1, for |
(c) Employees attending convantions or meetings outside the your taxable year beginning in:
US. orits P@;s‘sshﬂi?i LR N SRR A 1976 .. e 1977, Lle78.. 7
() Employsa's familles at conventions or meetings? . . . | | | K if you were a membe: of a controllad group sublect to the provi- |7
If "Yes,” were any of thess conventions or mestings outside shans of saction 1561, check the type of rslationship: ’
the United States or its possessions? . . . . . . | _ (1) 7] parent-subsidiary - @ [ brother-sister
{a) Employss or family vacations not reported on Form W-27 . () [] combination of (1) and (2) (See section 1563.)
() Entor tolal smount claimed on Form 1120 for entertalnmant, L Refer to page 8 of instructions and state the principal:
entertainment facilities, gifts, traval, and conventions of the £ BUSINESS BEEIVHY ... Zoees e sssesssessssnrcs s ssassssemmstee smssnen
type for which substantiation is required under section | Product oF SAIVIER .............oooorooeee oo, eeeereeseseessereenes .

_ 274(d). (See instruction V.) Be..ocoeecen orssense M DId you fils !l required Forms 1087, 1096 and 10997 . . . |_ -
Ha glgr!ﬂ‘é;% 122 gg‘ ﬂ;'ﬂ:;-‘mﬁagi g;’kﬂ:'ﬁ; d "yieﬁ indl- | N _W,II? ¥ou o U,Sr,‘q;hjrlhﬂdcr of any conirolled foreign corpona- |22\ 272
!y, 50% of the v stock ¢ domastic compo- (== e sartloans BE1 & ETY H Wax V' ot = 3 - <
ation? (For rules of atiribution, see saction 267(c)) . . . | o amy taclions 951 and 957, I*Yes," ettach form 3646 for | |
If “Yes," attach & schedule showing: (s) name, address, snd [ O Al sny time during the tax yesr, did you have en intarest Inor a
identifying number; (b) percantsge owne’ (¢} taxsble signature or other euthority dver & bank account, sacurities ac-
Income of (los3) (e.g., if &Form 1120: from (. 1 1120, line count, or othar finanial sccount in a forsign country (sse in-
28, prge 1) of such corporation for the taxab:s yesr anding struction V)7 , ’

with or within your taxable year; (d) highet smount owsd by Jars you the
. you to such corporation during the ysar; end (s) highest
amount owsd to you by such corporetion during the year. E
) Did any individual, partnarship, corporation, estats or trsi st | 7

the end of the taxable year own, direcily or indirsctly, 509% |
or more of your woting stock? (For rules of sttribution, see
section 267(c).) If “Yes,” complete (a) through (8) . . .|
(#) Attach a schedule showing name, address, and identify- |
ing numbar; (b) Enter percentage owned Pe.....o.ooooeoooeoo..
(c) Was the awner of such voting sl ck a parson othar than |17

a US. person? (Ses instruction 83, . . . . . .|

If "Yas,” antar owner's country Pe....

SBEL

N
N\

=

N

i

P Wirs you the !fiﬁ!ﬁji of, or !riiuhm tn. Q!h;iln- trust which |

“axisted during the current tax ysar, whather or not you have any |~
banaficlel interest init? . . . . . . . . . . .

I *Yas™ you may have to file Forms 3520, 3520-A or 926, :

Q During this taxabie yesr, did you pay dividands (other than stock 7227

dividands end distributions In exchange for stock) in excess of |7

your currant and sccumuleted eamings and profits? (See sac-

tions 301 and 316) ., . . . + « + =+ = « «
If *Yas,” fils Form 5452, If this Is a consolidated: retum, answer

uls, for aach subsidiary,
R During this t1 ysar was any part of your tax sccounting records |77
maintsined on a computerized system? . . . B
8§ (1) Did you elect to claim amortization (under section 191) or |77/
depreciation (under saction 167{(c)) for a rehzbilitated cart-
fled historic structura (sea Instructions for ling 20)7 .
(2) Amortizable basis (see .istructions f=r line 20):

the yesr Be.......cccovemmrrecncrns
(Note: For purposas of H(l) and H(2),
_Includes loans and accounts receivable/paysble.)

ERIC s

Aruitoxt provided by Eic:



Form 1120 G979 - . , . ) S rees 4
dule L Beglnning of taxable ynr End of taxable year

T m Amaunt — ® *m ] [T © Ameum | (D) Total

1Coh . » - Zbiboit
ETrﬂlnhl:ﬂdmhmmhll .. ffﬁ//szwf/
(-)Lllllh-mﬁihddihh Y —— . ,_v
- N T T 7
4 Gov't oblipationy: (l) u.s. md mﬂllﬂu . L
 (b) Stats, subdivisions thereof, ete. . . . 7} , (
N mlnramntmu(mchmuh) e s s _ |

THMIHHHIPEM T

8 Other lovestments (attach schedule) . . . 'M/fl 7777777777777777

O Bulldiags nd other fxad depraclable mssets . .

10 mm o 7_..,_._}/,,/?/’/ 000 / 2)|...

(s) Lom sccumulstsf depletion .

13 Uod o syt e i%J// ,,g% ;”f,f,f////%ﬁ

{s) Less sccumulated amortization .« . . - |5 —
13 Other assets (sttach schedule) . . . - « o' s , f{/f /; —
14 Toalossats . . . . - o - - - ,, / 3

uulmsmﬂmmﬁﬁ‘f,m '

f"

16 mm. mn.mmhl-maﬂth;nlyr . e | . ,
17 Gihar current liabilitles (attach schedule) . - - RN
18 Loams from stockhoiders . . . - - . s | .
19 Miges., rotes, bonds payable In Lyr.oT Mo . . |72 2 oo :
20 Other liabilties (sttach schedul®) . . . . - :
21 Capital stock: (m) Prefared stock . . - - -

(b) Common stoek . . . - -
22 PaidIn or capital surplus . - . o+ & - -
2% Retained samings—Appiopriated (aftach sch.y . .
24 Rstained sarningpy—Unappropriatad .

. 2% Lisscostof tremsurystock . . . - o+ s s
¢ 2% Total lllﬁl“lL ﬁd melhnldm. .

Z f*: % = i_.f =
Im:nmg Per ﬁatum N

7 Income recorded on books this year nnt in

lﬂmﬁilﬂh. P T L [ —

2 Federlincometax . . . . . - s v s o= e i eluded in this return (itemize)

3 Excess of capiial losses over capital gains . . - (=) Tax-exempt interest $.._............
4 mdnmmmmmddnﬂmumhmf — cermmnenenen

] Dcdu:ﬁuns in th|s tax return not ehargzd
against book income this year (itemize)

- Exmn:u rﬂrdld on bnalu lhi: ynr not dadu:ted in

this return (itsmize) (a) Depieciation . . $....

O T DU S—— (b) Depletion. . . 5...

— 9 Tulal ﬁf lines 7 and B T e
6 Tutll nl' llnls 1 thrnuzh 5 10 Incoma (line 28 page 1)—line 6 less 9 .
siﬂ;jmg [YiF) Analysis of Unappropnated “Retained Earnings Per Books (line 24 above) .
1 !glinéulbq!nninlul'gur s v e s e e |eeceeeceiree . ] B Distributions: (3) Csh .« v v« s e
2 Netincomaparbooks . . . o+ o« = = ¢ 5 e e (b) Stoek . . . . 5 = [|ese-
3 Other increases (RemIze).........ocecmmmsencmresscanses () Property . . . . . |..

. . _ & Other decrsases (itemize) __.........._cee.e.

7 Tutal u! IIHES 5 and 6. B
B Balance at end of year | (hn 4 |=ss 7.

fr US, COVERNMENT FRINTIHG OFIEE ; 1978=0:703.306  F1.0%i4730
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WHAT DOES BEING
A FRANCHISE

MEAN LEGALLY?

B3
£
T

Part II, Unit E

Choosing the Type

of Ownership
FRANCHISES
A franchise provides many advantages to the new
owner. In a franchise agreement, you get help in doing

many of the business functions in return for maintaining

a certain level of service and for paying a fee to thc

franchisor. You also have the advantage of a name already

ikncwﬁ to the public, which often attracts customers by

itself. %égoming,a franchisee allows you to benefit from
the experiences of the parent company or other franchises -
who havéstfied and rejected many approaches before settling
on the "rigﬁt" one. .

. Franchise business aggoﬁnﬁed for zn estimated $230
million dollars iﬁ sales 1n 1977. Chart II gives some
idea of the types af_busineéses that are being franghised.
today. .

If you are iﬂtereéted in opening a business in one
of ﬁhése industries, it would be @is; to contact one or
more of ithe franchisors in that industry. By doing .!is,
§Ou can find out what it costs and what ass’ tance thé%
have available before ''going it alone' as a sole pro- |

prietor. The franchise company should also be checked

But with your local Better BusineéslBureéﬁ; the Bureau

closest to the franchisor's headquarters, and the =«

National Better Business Bureau

=t

or possible complaints.
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Kinds of Franchised Buainess®

TOTAL - ALL FRANCHISING
ind Truck Dealers L/
and Truck Dealers ~
\
Automotlve Producls and Services 2/
. :

Automnobile

Husziness Aids aend Services

i
Accounting, Credit, Cellection Agencies
and General Husiness Scrvices
Fmployment Services
Printing and Copying Services
Tax Preparation Services.

Conatruction, Hémé\‘lmprmémems.

.- Maintenance and\ Cleaning Services
Convenience Slores \\ .

Educational Products gﬁd Services
Fast Food Restaurants (All Types)

Gasoline Service Siatiané\ by

Hotels and Motels "\\
\

Campgrounds |
Lnund'ry and Drycleaning Services
Hecpeation, Entertainment and Travel

Rental Services (Auto-Truck)

UNOALY:

1Ly

RMental Servicea (Lquipment) i
: . i
Retailing (Non- Faud) &
Hetailing (Food Other Than Convenienre
 Stoares) ' \
L .
Soft Drink Bottlers 2/ 2/
Miscellanenus )
l!
* 14977 dala estintaied by; resp«kmlr;nlg;

(Taken froi Franchising in the Economy 1975

=3

{ ¥ : ’ '3

5 Percent Change Purcent Changes
Establizhments bir) i _ Sales (3000) g 1976-1877 _ 1975-1477

7 ) Company- ‘ranchigea= Company- IFranchisec=
Total _Cwned  _ Owned __Total _Gomed Owned Leatab Sales  Lsiab Sales
463.;52 87,127 375.7355 238,803,159 136, 088,872 202, 714, 287 4,0 12.5 6. 1.0
31, 880 Jou 41, 580 127, 448, 000 4,029, 000 119,417,000 0.1 14,0 0.1 40,8
48, 762 5,328 44, 438 5,871,204 2,115, 029 3,756,174 2.4 9.4 R 17.3
29, 744 5, 078 24, 686 2,052,090 167,396 1,644,604 15.7 25.3 34.2 6.9
4, 504 62 4,442 206, 228 5,491 199, 737 14.6 17.7 26.9 24,7
3,580 G67 2,023 7144, 823 251, 149 483,674 16,3 14.8 31.9 32,8
1, 863- 132 1,731 129,299 12,075 117,224 24,4 22,5 63.3 53.3
8, 440 4,048 4,392 197, 043 104,139 92, 904 5.0 10. 4 11.8 2.8
11,347 169 11,178 784,697 31,542 751, 155 24.0 45.6 57.6 81.1
13,750 295 l.i,;ISS 430, 069 52,433 777, 636 13,0 15.8 27,1 29,90
15,816 9,775 6, 041 4,834, 411 2,761, 211 2,078,200 8.7 12.6 17.0 23.90
1,748 444 1,302 188,512 34, 668 153, 844 27.7 13.1 33.9 g9.2
53,018 14, 547 38,471 16, N56, 207 5,276, 420 10,774,778 12,4 15.4 23.3 30.8
184, 000 36, 800 147,200 32,727,090 10, 545, 000 42, 182, 002 = 1.5 9.8 - 2.9 20.1
5,931 1,146 4,785 a, 267,100 1,692,854 3, 574, 246 5.3 8.5 9.6 16.0
1,DEg 18 1,070 71,442 6,405 65,037 4.5 10,5 7.3 17.2
3,254 128 3,118 227,135 1§, 140 211, 995 6.1 8.5 .6 6.0
4,144 73 4,070 225,484 25,425 200, 059 9.9 26.5 21.5 39.0
7,001 1,971 5,120 1,715,810 1, 058, 660 657,150 4.8 7.7 0.3 16,4
1,727 115 1,612 20y, 163 47, 404 & 155,759 12.4 15,2 24,3 0.7
43, 380 10, 168 33,212 10, A11, 169 3,225, 487 7, 585, 682 9.1 11.0 16.7 19.7
13,5.1115 668 11,, 86 1,813, 888 449, 186 1,364,702 8.0 13.4 14,9 35;5‘
2,176 78 2,100 #, N04, 60O 272, 000 7,732,000 - 3.1 6.5 - 9.3 14.4
2, 462 i01 2,471 453,475 75,145 375,330 7.3 7.8 - 9.1 9.4

= 77. Washington, D. C.: Government Printing Office 1
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WHERE CAN YOU
FIND MORE IN-
PORMATTON
ABOUT
FRANCHISING?

&

#

WHAT SHOULD THE
FRANCHISE AGREE-

MENT INCLUDE?

: ) Part II, Unit E
A ' _ Choosing the Type
"of Owmership

-

IgﬁgrﬁatiﬁﬁfAbguﬁiE:aﬁ:hisgs L ) "

-

There 4re many ways' for ycurtc find out about
franchises all over the Unjited States. Thére are two t
magazines that deal exclusively with the franchise .ff;

industry (1) National Franchise Reports,.33 North

Michigan Avenue, Chicago, Illinois, (2) Modern
F;anchising, 549 West Washington Streeg’, Chicago,

(A

I1lincis.

=

There are also articles in many cdnsumer magazines .

such as Business Week and Time, in many induétry trade

journals, and in newspapers. The Wall Street Journalf

=E

and The New York Times frequently carry franchise ad-

vertisements in their "business opportunity' sections.

Check Th?,?§l;,§F?E§F Journal closely each Wednasday.é'

?gur local ne&spaper can be one of the best sources of

éﬂfgzzgti@n regarding available franchises. It will;giygi'
. >

the prospective franchisee (or even the prospective

éole proprietor or partner) a good idea of the kind of

business taat might suéceed in the geographical area.

Also, check your local library.

Franchise Agreements

Th~ franchise agreement includes many things, one
of the most important being the fee payment to the
iranchisor. Most often the franchisor receives a

percent of gross sales. Shakey's Pizza, for example,

67
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ers. A

]

receives 5.5% of month.y food sales from its franchi
standard fee is sometimes used, and it can be hard to pay i~
lean times, especially when the business is just beginning. An
example of this would be if a fee of $400 per month is set, and,
in a bad month, profits are only $340. Many parent companies are
now going to a combination of small flat fee plus 2% of gross
sales.

The good franchlsé agrecment inéludés, in addition to the fee
requirement, details covering many factors. In the publication,

Franchise Index/Profile, the Small Business Administration suggests

Sévarsl items that should be stated in the franchise agreement.
You might want to use the following list to review your franchise
* agréement:g
1. Franchise Fee

2.  Total franchise cost

Termination

")

4, Selling and renewal

5. Advertising and prcmotion

6. Patent and liability protection
7. Home office services

8. Commissions and royalties

9. Training

o
C.




N P Part 1I, Unit E
Choosing the Type
of Ownership

10. Financing
11. Territory
12. Exclusive vs. nonexclusive

(Adapted from Franchise Index/Profile, 1973, p. 37.)

WHAT'S INVOLVED i One of the real attractions of a ccoperative to
6 IN A COOPERATIVE? beginning entrepreneurs is the opportunity to increase
| each member's purchasing power by pooling funds with
others. Collectively, the volume being purchased is -
increased so the group might be eligible for quantity
discounts and cash term discounts.
-In addition to purchasing goods collectively,
cooperatives have some additional benefits:
i 1. Cooperative activitiers. such as buying and
. : - ' selling and providing s¢ ices, are means
to meet specific needs and problems of the
membership.

2. Costs and Bénefits of the cooperative are
shared by its niembership: the membership can
influence decisions on how the cooperative is
run by exe%cising voting rights, expfessing

oncerns, and pariicipating in action groups.

el

Cooperatives usually succeed when members are

[

enthusiastic about the organization; conversely,
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a cooperative will eventually fail whenever the
membership ceases to support it or loses

interest.

Responsibilities of Membership

WHAT ARE THE Members of a cooperative must assume certain re-
WEMBERSHIP sponsibilities if the cooperative is to be successful.
RESPONSIBILITIES Members have to:
IN A CO-0P? 1. cﬁaké‘uSE;Df‘thE cooperative.
2. Work to keep @thér_members satisfied with
the coc:erative.
3. Attend meatings and prepare corrective action
needing membership consideration.
4. Abide by membership agreement contract.
As a member ¢ cooperative, you must "ecooperate"
with the other members to make the organization work
for everyone. Like a partnership or corporation, you

ownt a share of the business.
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PREPARATION/ADAPTATION ACTIVITIES
Afe you able to apply the: Tusiness priﬁcipleé
to your business aspirations? Are ycu now knowledgeable
about the various organizational patterns available? The
foliéwing activities should help you check your knowledge

of the various types of ownership.

ASSESSMENT ONE

1. Find "franchise opportunity" ads in your local
newspaper and write to two companies listed.
Your letter should include the questions aimed
at getting the SpEQifié answers you need (for example,
ask about asgistance provided by franchisor, all
costs, building planning, and advertising arrangements).

Should your local paper not inelude any fran-

chise opportunities, check in your library for

the latest edition of the Franchise Opportunities

Handbook, U.S. Department of Commerce. Locate a fran-
chise that appeals to you in this directory and write
the franchisor requesting the same information.

Contact a cooperative such as Rexall Drugs, Tndependent

[

Grocers Association, and American Merchandising Corpora-
tion. Get as much information as possible regarding
“he .cost, services, and relationships r guired to

bacome a member.

/1
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3. Compare the legal implications and requirements
between sole proprietorship, partnevship, and corporation.

You might want to use a chart similar to the following:

Tegal Requirements | “Proprietorship | Fartnership Corporation |

1. Taxes N . — : L —. —

2. "Charter for
____ Operation" L o B ) o 1 -

4.. Look for advertisements of a sole proprietorship, a cor-

poration, and a franchise in your local newspap.rt and in
. |
Time or a similar magazine. How do the ads differ? Why

are they different? Single out an advertisement for a
business iﬁvwhigh you have at least some interest and find
out more about it. Contact the sel¥§r and get such infor-
mation as: selling price, status of inventary; profit
margin, etc.

ASSESSMENT TWO

A REAL DEAL

i,

Ms. Hinske haé been the scle proprietor of an electronies
. supply firm at one nf the best lotations iﬁ town for almost two
years. Thé business has bggn very profitable and has allowed her
to save ailmost $75,000 over the two years. She has also paia

off the ﬁor:gagé on their home.

: 72
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has been very profitable and has allowed her to save
almost $75,000 over the two years. She has also paid
cff the mortgage on their home.
Ms. Himske h:zs been lo.%ing for a way to expand
the bésimess in order to make more nrofit, but no
available lard is adjacent to her business. She is
somewha pprahensivé about operating two elec. .nic
supply firms in two saparate lec=iions. She enjovs
making independent decisions and feels rhat her
presence has been the key to:her business success.
Mr. Johnson, a business acquaintance, approached
Ms. Himske gb@ut the possibility of forming a partner-
ship. Mr. Johnson owns and operates two fairly success¥
ful electronic supply firms on the other side of town.

He has managzed them for one year, ever since his father

retired and left th business. CTCuring the past year
profits have hezn dwindling. Mr. Johnmon believes

this is a resul? of his poor ma. igement, since the two

1]

electronle cupsly firms haa been profitable for years
under his father's management. Together, Mr. Johnson's
two zlectrouis supply firme are worth almost three
times tl.. value of Ms. Himska's-busin%%g. Mr. Johnson
is aware of thi- but is willing to mzke %7~ new part-
nership a fifty=fifty arrangement. THhiy would share

’ all profits and each wruld cwa one- - »f the business. .
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Ms, Himske has told Mr, Johnson that she would

go home and think it over. Although, on the surface,

it sounded like a good business opportunity, Ms. Himske

wants to be sure that she would not ke maling a mistake

by accepting the offer.. She knows Mr, Johnson is not

» very good businessman, but she would like to take

©

dvantage of the opportunity to expaud.

SUGGESTIONS:

i

1, What factors should Ms. Himske consider
in making the decision?

2. Should Ms, Himske ac .ept Mr. Johnson's
é;féf? Make two separate lists of reasons
for acceptance aﬁi for rejection.

3. TIf she accepts the uffe-, what should

Ms, Himske include in the grticles of

copartnership?

QS TASSESSMENT

1.

Explain :in2 legal implications of a partnership and a

i

franchise agreement.

Explain the essentials of a certificate uf incorporar
tion, .

cooperative.
Explain the tax advantages of a sole proprietorship.

iist'fhe items that should appear in a partnership

agreement . % . e
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Part II, Unit E
Choosing the Typ
of Ownership

Compare your answers LO Your respons

i
i)
]

5 t0 the preassessment.

You may want to check your postasszssment answers with your

(Y Very well
( ) Fairly well
( ) A little
Be honest with yourself. If you feel you don't know
the material well enough, it might be helpful to review

this section before going on.
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N ® Tea;hiﬁgflﬁéarﬁiﬁg Objectives (identical to the Teaching/
Learning Objectives found in the PACE unit) s
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.~ sources of information, and an annotated glossary can be found in the PACE
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E/POSTASSESSMENT
SUGGES TED RESPONSES

1
EXPOSURE

1.

fu

Ly

The sole proprietorship is owned and nermally operated by one person. The partnership
is @ business that has iwo or maore owners. A corporation is an association of several
owners which is chartered by the state and is given the power to transast business, enter
inta contracts, and sue or be sued.

Advantages of sole proprietorship inclucde freedom to make decisions, no need for
sharirg profits, tax advantages for small owner, limitzd start- up costs. Disadvantages
inciuce unlimited liability, lack of assistance in operating the business, difficulty in
raising capital, limited life of the business.

Advantages of partnership include variety of skills, abilities, ideas that are brought ts the
business by each partner; increased sources of capital; easy entry and termination of
businesc, low start-up costs; possible tax advantage; limited outside regulatians Disad-
vantages incluge unllmlted liability, sharing of prcfits, difficulty in raising additional
capital, difficulty of finding suitable  partners.

&
>

- Advantages of a corporation include limited liability; easier to raise money; great variety

of skills, abilities, ideas available; continuous existence; ownership is easily transferred.
D.sadvantage nel-u:e sharmg pmflts, duuble taxatlan hlgher rate of taxation than other

Articles of copartnership define the partnership and protect each member by setting up
the contributions expected of each partner and the profit each will get.

A franchise is a contrar - distribute and sell goeds or services in a specified geographic
area, and is a form of L. ..ess ownershio. The franchise is sold by a parent company or
francnisor to an mdmdual or franchisec Advantages are as follows: franchisee receives
technical advice on design ard layout of facilities, and market research findings; franchisee
gets heip in‘advertising, buying, and inventory; smaller capital investment; luss working
capital necessary; access to a product or sarvice that has public acceptance; better average
profit margins. Disadvantages include parent company restrictions and fees that mus? be

paid to parent company.

Cooperatives are an organization of individuals with similar interests and problems who
have joined together to perform certain activities. Farmers’ cooperatives have been most
successful,
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EXPLORATICON

1.

A partner who contritutes financially and shares unlimited liability is a general partner.
The silent partner invests money_ is a known partrzr, and ic inactive in the business. A
secret partner contributes financially, offers expertise, and is involved in the day-to-cay
operations of the firm but does not want to be known as a partner by the general public.
The dormant partner contributes financially but is not active. The nominal partner is a
partner in name only—this partner gontributes his or her name for a fee. Your needs will
determine the types of partners you choose.

The closed corporation is usually owned b* a small number of owners such as family

members, friends, and partners, If stock is sold, it s sold to someone who already owns

stock; therefore, ownership rémal..s the same. A public corporation sells stock to anyone
%10 wants to buy it,

If you plan to incorporate your business venture, you and at least twg associates must
apply for a charter in the state in which you plan to operate.

Common stock is offerad when corporations want to raise more capital.

A franchise is a continuing relationship between a franchisor and franchisee in which the
franchisor’s knowledge, image; success, and marketing techniques are supolied to the
franchisee for a price. The franchising agreement provides management, marketing,
financial, and personnel assistance to the franchisee from the parent cor nany.

!

i

PREPARATION/ADAPTATION

iegal implications of partnership include limited liability. Secause each partner i legally
responsible for the debts of the firm, debts run up by one partner are the responsibility
of all r:armers Ar‘ticles of capartﬁership ensure that éach partnér dc’:es his or her share af

1m|3hcatmns Df fran;hzses include préws.-:ns Qf the franchnsa agreements such as the
franchise fee and services to be provided by franchisor.
Essentials of a certifieate of t Qrpé"aﬁc:n iﬁclude the Exact name af the carp’oratiani

!m:atmn of carp@ratlon 5 mam fo.ce, d_;,i;r_::;mn of the corpx:ratmn, amox.,nt ‘and ksr:ds of
capital initially issued, and a full description of the voting rights of stockholders.

Responsibilities of members af cooperatives include using the coorerative regularly,
attending meetings, partlmpatmg in policy decision-making, and abidi::g by the member-
ship contract. ,

-. The sole proprietorship is not| a separate taxpayer or tax reporting unit. If the business

becomes highly profitable, the sole proprietor may be pushed into a higher tax bracket.
ﬁthemnse the sole proprietor has a tax advantage because the profits are calculated as
income and are taxed as pe_rsc’:’nal rather than corporate rates, which are usually higher.
The list should include all items that will define pariners .ip and protect individual
partners, e.g., duties of each partner, salary or drawing account arrangements for each
partner, duration of partnership, etc.
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TEACHING/LEARNING OBJECTIVES

TEACHING/LEARNING DELIVEHY SUGGESTIDNS

Upon completion of this level of instruction you should be able to:

A vanety “of different t teachmg/learmng methodologies have been

used. To help you organize your work and plan the use of this level
these suggestions are made:

1. Describe sole proprietorship, partrership, corporation, and franchise . Obtain a copy of Franchise Opportunities Handbeok published by
and give examples from your own community. United States Department of Commerce,
2. Describe the advantages and disadvantages of proprietorship, part- 2. Get a sample copy of articles of copartnership from a local attorney.
o : nership, corporation, and franchise. ) :
g 3. Explain the reasons for having articles of copartnership,
g_ 4, Describe cooperatives,
3
wi
%) - - - — — S - ~ — - _ ——
=
< 1. D:stmgmsh between general partners and limited partners (dormant . Preview Business Ownership Crossword Puzzle activity in this unit.
’; partners, nominal partners, silent partners, and secret partners). 2 Have a franchise owner discuss types of franchises, costs, advantages,
I = 2. Describe the difference between a closed corporation and a public and disadvantages with the group.
1T} K] corporation, 3. Locate a small business in your community which is incorporated,
-4 T 3. Apply for a corporate charter. and have the entrepreneur discuss the pluses and minuses of in-
] & 4. Describe the differences between commen and preferred stock. corporation. .
w o 4 -
- a 5. Describe a franchise including what a franchisee is entitled to and
o M the benefits of a franchise.
v 6. Discuss three basic principles of cooperatives.
-
1T}
>
L —— — - _— — N — - _
4 H
1. Discuss the legal implications and requirements of the various forms 1. Have a representative from the IRS discuss tax differences between
& of business organizations, forms of ownership.
& 2. Identify information required in a certificate of incorporation, 2. Collect articles from your local newspaper on robberies, fires, and
3 3. Explain the sources of information and opoortunities available to other accidents which have occurred in small businesses during the
E,- a potential franchisee in your loeality.’ _past week,
E 4, Explain the resporsibilities of membership in a cooperative. 3. Collect franchise opportunity and sale of business ads from your
3 local paper for a week.
-3 4. Review Assessment Two, A Real Deal,” in the "Preparation/
“2 Adaptation Activities'” section, -
5
&
[ =]
a
Q ) o - - B ) o - -
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The PACE series consists of these parts and units. !

PART 1: GETTlﬁG READY TO BECOME AN ENTREPRENEUR
" Unit A: Nature of Small Business

°  Unit B: Are You an Entrepreneur?

o]

nit C: Eow to Succeed and How to Fail .

7 PART II: BECOMING AN ENTREPRENEUR
Unit A: Developing the Business Plan

Unit B

" Where to Locate the Business

Unit

Legal Issues and Small Business

Unit Government Regulations and Small Business

[er

Unit: Choosing-the Type of Dwné%ship

-

Unit How to Finance the Business

tﬂl

X . Unit G: Resourc
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PART III: BEING AN ENTREPRENEUR
‘Unit A: Managing the Business

Financial Management

=]

: Unit

i
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o

i

Keeping the Business Records

c
=}

e
re
[

Mark.ting Management

Unit - ‘Successful Selling

2]

Unit F: Managing Human Resources
Unit G: Community Relations

Unit H: Business Protection
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