JHELPING SMALL

AND SUCCEED

@ Business Advising Services

713-752 -8444

Workshops and Seminars
713-752-8488

Visit SBDC.UH. EDU for more information

START | GROW | SUCCEED WITH THE SBDC

BUSINESSES START, GROW,

\




These materials are the sole property of the
UH Bauer College SBDC and may not be
reproduced without the express written

permission of the author.

The UH Bauer College SBDC is a business
advising and training center of the University
of Houston Texas Gulf Coast SBDC Network
serving 32 counties in Southeast Texas. The
SBDC program is funded in part through a
Cooperative Agreement with the U.S. Small
Business Administration.
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7 About Me

¢ Current: Director, University of

Houston Small Business Development
Center, Houston Office

Former small business owner
** Jersey Mike’s Franchisee

* Three locations in Houston
» 45 employees

Sold business in 2022
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20 Years in brand marketing for Coca-
Cola, The Hershey Company &
General Mills



| 7THE SBDC IS A RESOURCE
PARTNER OF THE SBA
PROVIDING NO-COST SUPPORT
TO SMALL BUSINESSES

One-on-0One
Business Advising

Training

Business Planning
Capital Access

Sales & Marketing
Market Research
Business Legal Structure

Visit SBDC.UH. EDU for more information

Financial Analysis

Hiring Employees

Permits & Tax Responsibilities
Accounting/Bookkeeping



JOFFICES ACROSS THE REGION

Houston

The Woodlands

Bryan
Baytown
Beaumont
Brazosport
Brenham
Lufkin
Huntsville
Deer Park
Port Arthur
Rosenberg
Prairie View
League City

Houston SBDC (UH hosted)

Sam Houston State University SBDC
Brazos Valley SBDC (UH hosted)

Lee College SBDC

Lamar University SBDC

Brazosport College SBDC

Blinn College SBDC

Angelina College SBDC
Sam Houston State University SBDC ’
San Jacinto College SBDC '
Lamar State SBDC

Fort Bend County SBDC/Coastal Plains SBDC (UH hosted)

Prairie View A&M SBDC

Galveston County SBDC (UH hosted)

Oct. 2022
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JEOUR REGIONAL OFFICES ACROSS TEXAS
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Small Business Development Cenlers

1. North Texas SBDC Network Dallas Community College
2. South-West Texas Border SBDC Network University of Texas at San Antonio
3. Texas Gulf Coast SBDC Network University of Houston

4. West Texas SBDC Network Texas Tech University




1. Not setting-up the business with proper legal
structure

Top Mistakes
New Business . Ignoring Insurance
Owner,s Make 3. Mixing personal funds with business funds

4, Not having proper licenses & permits

5. lgnoring Sales tax responsibilities

6. Forgetting income tax responsibilities

7. Not keeping good financial records

8. Not paying enough attention to financial
performance

9. Running out of money

10. Taking payments through random channels

such as CashApp, Venmo & PayPal L&




JBusiness Structure: Important Considerations

Liability 5 Taxes

e Pass-Through Entities
orp LLC, Sole Proprietor,
Partnership, LLP, S-Corp

Double Taxation

O
C Corporation Investaor
|7 _|9 (e §-CORP PASS THROUGH

¢S _
Income = I -
k 9 o Investor o r ‘. d ‘ . d
HE DSha{eholder "
\I/ \I/ Business Owner Government
¢ STaxable ¢ STaxable
= Income ~ Income

ﬁ
S BA U.S. Small Business
Administration https://www.sba.gov/ for an overview of common business structures

—



https://www.sba.gov/

JCommon Business Structures

Business Structure

Sole Proprietorship

Partnership

LLC (Limited Liability
Company)

Corporation (C-Corp)

Corporation (S-Corp)

Corporation (B-Corp)

Corporation - Nonprofit

Ownership

One person

Two or more people

One or more people

One or more people
One or more people, but
<100

One or more people

One or more people

Liability

Unlimited personal
liability

Unlimited personal
liability

Owners not personally
liable

Owners not personally
liable

Owners not personally
liable

Owners not personally
liable

Owners not personally
liable

Self-Employment Tax
Personal Income Tax

Self-Employment Tax
Personal Income Tax

Self-Employment Tax
Personal Tax or Corporate
Tax

Corporate Tax

Personal Tax

Corporate Tax

Tax Exempt




Don’t Ignore Insurance

Insurance

 Commercial Vehicle Insurance
* General Liability Insurance

* Business Owners’

* Workers’ Comp

* Malpractice




“Best Practice: Open a Separate Business
Bank Account

* Why?
* Track business transactions
N * Easier to complete financial
Personal e : statements
Vs ! . * Accurately report income taxes
- Business Checking | * More professional —important to
lenders
Account
Do you need separate * How to pay yourself

: bank accounts?
= . = E

* Transfer money to your personal
bank account (owner’s draw)

* Pay yourself a paycheck




“Best Practice: Proper Licenses & Permits

e

of 9 am. - 9 pm.

City Secreta

PERMIT NO. 2021-10

LLIAM ER - TEXAS

Issued on July 16,2021

THIS CERTIFIES THAT

IST AND SHAKES

has complied with the City of Montgomery, Code of Ordinances, Chapter 64 and provided all
required documents, which are on file with the City Secretary’s Office at City Hall. As required by
the City Code, this permit shall be displayed and posted in clear view on Vendor's Display Area while
operating Texas Twist and Shakes at 404 Caroline Street Montgomery, Texas during the hours

This permit shall be conditioned upon continuous compliance with all federal,

state and local laws or rules adopted under such laws relating to a mobile food trailer.

MOBILE FOOD VENDOR PERMIT

Effective Thru; January 16, 2022

e

L V7 City Advhinistrator

Food Truck Permit (issued
through local Health
Department)

Food Manager’s Certificate
Food Handler’s Certificates
Sales Tax Certificate

AMERICATS
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“Best Practice: Collect & Pay Sales Tax

@5y, JEXAS g;«LES“f:b'?gSE R L. * Apply for a permit through the

This permi
hails. A ooy I'Hrn'ml' mi osaly o @wmption ceificate Yoo il be resporsbie You musl obtar a now pevmd f Fere i 8 change of ’ 0

e e Texas Comptroller’s Website

‘_ | okl https://comptroller.texas.gov/taxes/permit/

I
\- o - —_— e Tax rate is determined by

i) iFrstbumwsllll&
narcs cooe: [l oescriprion on wexr LiNe: 02/01/2012

poe R — 7 address/zip code

HOW THIS BUSINESS IN THE FOLLOWING LOCAL SALES TAX AUT

EFF: 02/01/2012
EFF: 02/01/

TRANSIT 2012 SUSAN COMBS

Compustr o ublc csounts * Sales Tax payments are made
either quarterly or monthly

* Best Practice: keep sales tax
collected in separate bank
account

sanc=



https://comptroller.texas.gov/taxes/permit/

Best Practice: Plan for Income Tax

* Unless a C-Corp, business taxes are
paid on personal tax returns

* Schedule C
Pass Through Tax [—o
* K-1
( Business) _ _ . . .
‘assRevenueto - ¢ BUSlneSS INcome IS taXEd das

(" Owners ) * Ordinary income (your normal tax

Pay Taxes to rate )
_ (Government )  Self-employment tax (15.3%)
Eliminate Double Taxation e Best Practice

* Plan for end-of-year tax payment

* Consider quarterly estimated tax
payments




Best Practice: Keeping Good Financial

Records
* Have a plan for bookkeeping &

iIncome taxes

m * Pay attention to your P&L
She e Watch your COGS (cost of goods
sold)

|ncome * Industry average is 30%-50% of sales

S+a+e"’e"+s C * Track operating expenses
* Labor
FINANCJAL STATEMENTS . Sur:plies
- * Utilities

* Maintenance

SuA 3, 2 DR CENTSR
TCXAS GULT COAST METWORK



“Best Practice: Study Your P&L

Pro-Forma Annual Income Statement: Victoria's Bakery
Years 1-3

SALES Year 1

Total Sales 147,000

%

v

0,

100%

Year 2

176,400

% Year 3

4

0,

100% 194,040

%

0,

100%

COST OF GOODS

Total Cost Of Goods Sold 44,100 30% 52,920 30% 58,212 30%
Gross Profit 102,900 70% 123,480 70% 135,828 70%
OPERATING EXPENSES

Merchant Credit Card Processing fees 2,587 2% - 0% - 0%
Rent/Lease 24,000 16% 24,720 14% 25,462 13%
Electricity/ Gas 6,000 4% 6,120 3% 6,242 3%
Telephone/ Cell/ Cable 1,200 1% 1,224 1% 1,248 1%
Water/ Garbage Disposal 300 0% 306 0% 312 0%
Insurance 1,200 1% 1,224 1% 1,248 1%
Postage & Freight - 0% - 0% - 0%
Office Supplies 300 0% 306 0% 312 0%
Repairs & Maintenance 300 0% 306 0% 312 0%
Owner's Salary - 0% - 0% - 0%
Wages & Salaries 12,000 8% 12,240 7% 12,485 6%
Payroll Taxes 1,836 1% 1,873 1% 1,910 1%
Advertising 6,000 4%~ 6,120 3% 6,242 3%
Internet 900 1%: 918 1%: 936 0%
IBookkening Fees 3,000 2% 3.060 23124 2%
Total Operating Expenses 59,623 f 41% 58,417 f 33% 59,832 31%
Operating Profit (EBITDA) 43,2177 29% 65063 37% 75,996 39%)
oeprecaon = % = 0% = 0%
Amortization - 0% - 0% - 0%
EBIT 43,277 29% 65,063 37% 75,996 39%
Interest Expense - 0% - 0% - 0%
Net Income before tax (EBT) 43,277 29% 65,063 37% 75,996 39%

<4

Industry Average for Mobile Foodservice (NAICS 722330): 40%

== Industry Average for Mobile Foodservice (NAICS 722330): 48.5%
4e== |ndustry Average for Mobile Foodservice (NAICS 722330): 11.5%
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“Make Sure You Have Working Capital

A Typical Cash Flow Cycle

Stocks
ordered
from

SURpEet p Production

turns stocks
into
Customers
pay for their
purchases

Stocks held
until a
customer is
found

Products
sold to
customers

T
AMERICA'S
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“Best Practice: Point -of-Sale System

* Process & track payments 5= clover
* Credit, debit -

* Apple Pay/Google Pay OVV'

* Track sales of individual items

* Inventory Management Square

e Can track customer contact info ¢» HungerRush
* Marketing opportunities




HOW TO
SIGN-UP FOR
NO-COST
SMALL
BUSINESS
ADVISING

SMAL 3UEHEES - oENTR
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E SIGN-UP

& sbdc.uhedu

Access To Business Training
Helping Small Businesses Start, Grow And Succeed!

~
BUSINESS ADVISING

TRAINING EVENTS
N

Visit our webs SN WETER e
to schedule am R
with business a@ remoce

Started?

SEETE
( busNEssADVISING )

www.sbdc.uh.

Access To
Business Training|

Helping Small Businesses
Start, Grow And Succeed! ‘

Home - America's SBDC (americassbdc.or



http://www.sbdc.uh.edu/
https://americassbdc.org/

Questions &
Answers
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