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FIRST THING’S FIRST - CHOOSING
YO U R B U S I N E S S T Y P E
W H AT A R E YO U R C H O I C E S ?
SOLE PROPRIETOR
This means you don't have a distinct legal entity. Instead, your business is just you.
If you aren't doing business by your legal name you will have to get a DBA or
fictitious business name in order to get a bank account opened and alert the public
that your business name is associated with you.

The Upside- This is the cheapest option and isn’t a bad place to start if you are just starting out
or your business is still in the side hustle phase.
The Downside- This doesn't give you any liability protection. If you get sued, they sue you
individually. That means everything you own- your house, your car and your bank accounts are
up for grabs (if they win the lawsuit).

LLC
This is a distinct legal entity. What that means is in order to have an LLC you need
to file paperwork with the California Secretary of State. You will have a business
name and liability protection. Now, if someone sues you they can only go after the assets of
the business. Tip: You need to keep your business assets separate from your personal assets
to preserve that liability protection.
LLCs get a bit tricky in the tax department because they are kind of a tax
chameleon. They can be taxed in a variety of different ways. Either as a Sole Prop,
a Partnership, an S Corp or a C Corp, all which pay taxes in different ways and are
subject to different tax laws.

The Upside- I love LLCs for many business types. They are easy-peasy in terms of upkeep. You
don't have to keep corporate minutes or have a board of directors & officers. The best part- LLCs
give you liability protection!

The Downside- LLCs come with a cost in California. California charges a minimum franchise
tax of $800 each year. Think of it as the cost of getting that liability protection.
Pro Tip- Consider having your LLC taxed as an S Corporation. This will require you to pay
yourself a “reasonable wage” as a W-2 employee. Here is the benefit- Instead of paying selfemployment taxes on the entire net income of the business, you only pay self-employment taxes
on the wage you designate for yourself. This could potentially save you some serious $$$!

CORPORATION
A corporation is also a distinct legal entity. It’s a bit more formal as
corporations have shareholders, a board of directors and officers and require
annual meeting minutes. Corporations are a great option for people who want
investors who have different types of ownership rights. There are also two types of
corporations known as Social Purpose and Benefit Corporations that indicate to the public
that your corporation also has a social purpose. These types of corporations are great if you
want to show the public that your company is more than just profit driven and wants to give
back in some way.

The Upside- Corporations are great for businesses that really want to scale and get outside
investors. Like LLCs, Liability protection is also a big benefit to corporations. Corporations can be
taxed as either S corps or C corps. Corporations are required to have annual meetings which
could potentially be held at desirous locations. Hawaii anyone?!
The Downside- Corporations also pay the $800 minimum franchise tax. They require a bit
more maintenance. Like I said, you need to have an annual meeting, keep minutes and elect a
board and officers.

ODDS & ENDS- DBA , BUSINESS
LICENSE AND SELLER’S PERMIT
DBA
If you are a sole prop and you want to operate under a name that’s not your own,
you need to get a DBA. You also need this if you have a business entity (LLC, Corp)
and go by a different trade name.

Example- Cat’s Cakes, LLC is a cake shop that now wants to offer catering under Cat’s
Catering. Cat needs to get herself down to the recorder’s office to get a DBA to do business as
Cat’s Cakes.
How do you get one? You get a DBA with your county recorder. You need to fill out some
paperwork and then you need to publish your name in the paper to alert the public about your
name.
Pro Tip- Having a DBA offers no protection for your name. Just because you have a DBA
doesn't mean somebody else can't use that name.

BUSINESS TAX CERTIFIC ATE (LICENSE)
After you decide if you want to be a sole prop or LLC you need to get a business tax
certificate or license. You need to get a business license in every city that you do
business in. In San Diego, its called a Business Tax Certificate and you can get it online at
https://pay.sandiego.gov/BTaxApp/Login.aspx Each year you will need to renew the
business license.

Pro Tip- Don’t think you can get away with skipping this step. The City wants their money and
they always find out when you are doing business and don't have a business license. They will
assess late fees which are just unnecessary.

SELLER'S PERMIT
If you sell goods you need to apply for a Seller’s permit with the California Department
of Tax and Fee Administration (CDTFA), and pay sales tax. Apply online: https://
www.cdtfa.ca.gov/services/#Register-Renewals

UNDERSTAND & TAKE C HARGE OF
YO U R TA X E S
STEP 1: HIRE AN ACCOUNTANT
This is not something you want to skimp on. If you have a business, you need an
accountant to prepare your taxes. This is particularly important because there were a
lot of recent changes to the tax laws which have proved complex for even lawyers and
accountants. Find someone you trust and build a good relationship with them. Who knows,
they might be a good referral for you!

S T E P 2 : F I G U R E O U T W H AT YO U C A N D E D U C T A N D
PLAN AHEAD
The types of things you can deduct as a business owner have changed with the recent
changes to the tax laws. Here are some examples of typical business deductions.

- Vehicle Expenses
- Home Office
- Professional Services- (Lawyer & Accountant)
- Salaries & Wages
- Office Supplies & Expenses
- Client & Employee Entertainment (The new tax bill created changes to these deductions
that you should discuss with your accountant. Many accountants are still waiting on IRS
guidance)

S T E P 3 : S AV E F O R TA X E S
You pay taxes to the Federal government (IRS) and California (California
Franchise Tax Board). These are two separate returns and two separate ways
taxes are calculated. Depending on what type of business entity you have, you might be
required to pay quarterly taxes. I recommend speaking with your accountant about setting
aside a certain percentage of all of your business income for taxes. This amount should be
kept in a separate bank account or separate bank that isn’t easily accessible.

Pro Tip- If you are overwhelmed with the idea of how to handle the
financial aspects of your business, I can’t recommend the book, Profit First
by Mike Michalowicz enough. This book has changed the way I think
about my business finances and has helped so many of my clients.

REMINDER: DON’T FORGET ABOUT SELFE M P LOY M E N T TA X E S
Even if you are self-employed, you have to pay Social Security and Medicare taxes.
If you are an employee, this is partially paid for you by your employer but if you are
self-employed, you are responsible for all these taxes. The combined employee and
employer portions of this tax amount normally amount to 15.3 percent.
*Remember, being taxed as an S Corp will save you some money on Self-Employment taxes.

P RO T E C T YO U R B R A N D W I T H A
TRADEMARK
Trademarks are a way of protecting your brand. So much of your business really centers on the
brand that you create for yourself.

®WHAT IS A TRADEMARK?
A trademark is a word, phrase, symbol or design that represents your business or brand. To
offer additional brand protection you can choose to register your trademark with the United
States Patent and Trademark Office (USPTO). You can also establish “common law”
trademark rights by just using your trademark in public before anyone else.

W H Y WO U L D YO U WA N T T O R E G I S T E R A T R A D E M A R K ?
Trademark registration gives your brand protection. If you don’t register your trademark you
run the risk of someone sending you a letter demanding that you stop using the brand you
have worked so carefully to build! Common law trademark rights are basically rights you get
for being the first one to use a trademark out in the public. Registering that trademark with
the USPTO tells the public that you own the trademark, it helps prevent others from using it
and lets you be the one to write the letter demanding that someone stops using your brand.

H OW D O YO U R E G I S T E R A T R A D E M A R K ?
Federal trademark registration is done through the USPTO. Trademarks are broken down into
classes of either goods or services. When applying for a mark you must select at least one
class of goods or services. Your mark will then apply to only that class. You can also choose
to apply for multiple classes but will need to pay an additional filing fee of around $225 per
class. The USPTO has a list of available classes and will allow you to suggest additional
classes.

Pro Tip- You only get trademark protection in the class you are registered in.

Think of the trademark registration as two parts:
Part 1: The Mark
The Mark can be a name, phrase or symbol which represents either goods or services.
Part 2: The Class
The class of goods or services it identifies. Remember, you only get protection in your own class so
someone else can have the same Mark as you but in a different class being used for totally different
goods or services.

SEARCH PROCESS
It is very important to perform a comprehensive search before submitting a trademark
application. You need to know if your trademark is actually available in the class you
are requesting. A reputable trademark search company should complete a full trademark
search to make sure your mark is available before beginning the registration process.

H OW D O YO U P RO T E C T YO U R M A R K ?
Once your mark is registered it is very important that you act as a security guard over
it. You are responsible for making sure that no one else infringes on your rights. This
can be done in a couple of ways.
First, you want to be sure to put the trademark symbol next to your mark whenever it is
used (“®”). This shows the public that you have a registered mark and it is a way of
asserting your rights.
Second, you want to regularly perform searches for your name and be on the lookout for
anyone that is using a logo or design that looks similar to yours. If you do find that someone
is infringing on your mark, it is your responsibility to notify them and request that they
immediately stop.

P RO T E C T YO U R B I Z W I T H A C O N T R AC T
W H Y D O YO U N E E D A C O N T R AC T ?
Contracts provide protection in case something goes wrong. You also need a
contract to set your client’s expectations about what they will be getting and what
you expect from them in return. This isn’t just what they need to pay you but also what they
need to provide you with so you can do your job. Contracts avoid battles later on because
both sides enter into the agreement knowing exactly what the other side will do and what is
required of them. For this reason, your contract can’t just be something you pulled together
off the internet. It should be personalized to fit your business, your brand and the specific
situations you have encountered that you might want to avoid in the future.

W H AT S H O U L D B E I N C LU D E D I N YO U R C O N T R AC T ?
•

The Parties. That’s you and the person you are providing services or goods to. You
want to be sure you enter into the contract with the name of your business because it’s
your business that will be liable for the terms of the contract.

•

Dates. You want to make sure you include all of the dates. You want the date the
contract becomes effective, the date its signed (which can be the same day it's effective
or different) and any other important dates.

•

Description of Goods or Services. You want to describe exactly what the contract is
for and what services will be provided.

•

The Money. You have to include how much you will be charging and when that needs to
be paid. If you accept payment in installments, make sure you include those details.
This is the place for you to get really specific about what the cost is. If you are
uncomfortable talking about money then be sure to be clear about the details in your
contract. Is there a late fee? Will you do work before you are paid? Do you charge
interest?

•

Cancellation. In what situation is it okay to cancel the contract? How much notice
needs to be provided? Do you still need to be paid in full?

Pro Tip- To keep things simple, It helps to have a master service contract with all the legal language
and blanks where you include the names of the other parties. You can then have an Exhibit that is
attached that has the details of the exact services you are providing and the payment structure and
timeline. That way if these things change, you just update the Exhibit.

Pro Tip- Never send a contract in word version. Send it in PDF so nothing can be changed after
you send it.

H OW S H O U L D YO U R C O N T R AC T LO O K ?
I am of the opinion that your contract should fit your brand. Yes, it should
include legal language that will protect you if something goes wrong. But it should
also serve as an explanation to your clients of what it will be like working with your
company. People sign contracts all the time, I think you can make your contract fit your
brand and personality by using a certain font and language that fits your business style. This
will encourage your clients to read the contract which will ensure they actually follow the
terms. Each line in your contract should be something that if your client asks about it you
can explain what it means and exactly why its there. If you’ve had something go wrong in a
certain situation, explain that to your client and let them know why you have included
certain provisions to protect you both from that happening.
I also recommend having a cover letter that thanks them for choosing you and tells them
more about your company. This is a great opportunity to give your client the pivotal
information they need to work with you. If you have timelines and tasks for the client, make
sure you let them know in advance and make it easy for them to give you the information
you need.

SOME TIPS ON HIRING HELP
IS IT TIME TO GET SOME HELP?
The decision to hire some help in your business is exciting and terrifying. It means your
business is growing and you can no longer do everything yourself. It also means that you
need to take on a whole new job - being a boss! There are a few important things you need
to consider when you decide to hire someone.

E M P LOY E E VS . I N D E P E N D E N T C O N T R AC T O R ?
A worker can be either be classified as an employee or independent contractor. Employees
are entitled to a great deal of protection under the law to ensure they are paid a fair wage
and given sick days, meal and rest breaks. Historically, business owners have preferred to
hire people as a 1099 (or independent contractor) because it's less burdensome on the
employer, they don’t have to worry about employment laws or withhold taxes from
paychecks. The IRS has always had pretty strict rules about when you can classify someone
as an independent contractor and the biggest factor has been that you cannot classify
someone as an independent contractor when you control the way they do their job. I always
say, if they work on site, you give them a laptop and they have to be there at a certain time,
they are not likely to fit as an independent contractor. The penalties for misclassifying
independent contractors are steep and not worth it.

NEW CHANGES TO THE INDEPENDENT
CONTRACTOR L AWS
In April, 2018, the California Supreme Court came down with a new ruling.
Without boring you with the details, I’ll tell you that California courts established a new test
for determining when someone can be classified as an independent contractor. This test,
known as the “ABC” test, requires that all of the following be met to classify an individual as
an independent contractor:
(A) the worker is free from the control and direction of the hirer in
connection with the performance of the work, both under the contract for the
performance of the work and in fact; and
(B) the worker performs work that is outside the usual course of the hiring
entity’s business (regardless of where the work occurs); and
(C) the worker is customarily engaged in an independently established trade,
occupation, or business of the same nature as that involved in the work
performed

Obviously, this makes it pretty tricky to hire someone as an independent contractor because
for many, at least one of these requirements will be hard to meet. Right now we don’t have a
lot of additional case law that will show us how this test will be applied or what factors will
be considered when applying this test.
We are in a bit of a wait and see situation with most attorneys advising clients to
proceed with a great deal of caution when deciding to hire someone as an
independent contractor.

Pro Tip- Never hire an independent contractor or employee without having them sign an
agreement. California laws are very employee friendly and it’s easy to make a mistake with your
employees and get yourself in hot water. Something as small as not providing a rest break can
have severe consequences. Making sure you are familiar with your requirements as an employer
is essential. If you do hire an employee, I suggest having your payroll company assist you with
employee pay withholdings and HR functions if they offer it. Also, have your employees sign an
employment agreement drafted by an attorney. Speak to an attorney about proper classification
if you have questions.
*If you do hire an independent contractor be sure to have an independent contractor agreement
so it is clear they are not entitled to employee benefits.
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Hi, I’m Nikki
I’m the Founder of Semanchik Law Group. I’m an attorney
who loves helping business owners dream big! I believe a
huge part of my job is teaching, motivating and inspiring
clients to make their business dreams a reality! I also
understand that sometimes entrepreneurs can feel
overwhelmed with the legal aspects of running their own
business. I created this guide so that you can feel
empowered in your own business and use these tips to
make your business stronger and even more successful.
I am an entrepreneur myself so I get it. It’s hard to run a
business because you need to wear so many different hats. One thing that I have realized
throughout my journey is how important it is to keep a high level vision of your business and
all of its inner workings. This requires a basic understanding of how your business should
function from a legal perspective. This doesn’t require you to understand everything in this
guide but you should know enough to realize when you should ask more questions or hire
someone to help you.
I founded Semanchik Law Group (“SLG”), a business, nonprofit and estate planning firm
located in San Diego, because I wanted to create a modern law firm that felt accessible to
clients. The SLG Office is located in Liberty Station and our office is located in a collaborative
working space where we invite clients to meet us in a relaxed and inviting environment. I
live in Ocean Beach with my husband, Mike Semanchik and our son, Sullivan, and dog,
Chloe. When we aren’t traveling the world, we can be found walking the beaches and cliffs in
Ocean Beach and planning our next adventure.
Please know that this information is really just the highlights and every business has a
unique set of facts and circumstances that may require direct advice from an attorney. For
that reason, this handout should just be used for informational purposes and should not be
construed as legal advice.
We would be happy to answer your specific questions about your business. Give us a call at
(619) 535-1811.
Find out more about SLG at SemanchikLawGroup.com

