THE BUSINESS LICENSE HANDBOOK

Summary: Virtually every business must obtain a variety of business licenses, permits and registrations before
opening its doors to the public. And, most licenses must be renewed periodically and updated when any
information about the company orthe business changes. If the business expands —eitherto new locations or by
offering new products or services—additional permits will be needed. Failure to have the necessary permits can
result in fines oreven a business shut-down.

Business license requirements are a fact of life for nearly every size and type of busi nessin the United States.
Certaintypes of businesses, such as restaurants, may face numerous federal, state and local requirements, but
even businesses operated from home may require licenses.

What’s more, business license compliance goes beyond startingabusiness. Many licenses and permits require
periodicrenewals. Beyond periodicrenewals, any change in business operations, whetherit’sachange in the
name of the business orthe opening of anew location, can triggerthe needfornew or amended lice nses. Even
going out of business may have licensing ramifications.

This White Paperexploresthe types of licenses, permits and registrations that your business may require in
preparation for opening your business for customers. Italso discusses on-going compliance, provides pointers
on compliance and alerts you to the potential consequences of non-compliance.

Obtaining Licenses: Be Ready for Opening Day

Althoughthe needforlicensing exists throughout the business life cycle, itis most critical to address licensing

needs duringthe start-up stage. Failure to determine what licenses are required and to allow sufficient time to
obtainthem can meana delayed opening.

Locatingand obtainingall the necessary licenses required for your businessis one of the most challenging and
time-consuming tasks a business owner will face. Why? Because multiple governments (federal, state, local) and
multiple agencies require different types of permits, licenses or registrations.

The best way to determine what licenses yourbusiness requiresisto start at the federal level and towork your
way down to your street address.
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Top-Down Approach to Licensing Needs
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In additiontolicensing requirements imposed on businesses, states usually require certain professions (s uch as
attorneys, hairstylists and tattoo artists) to have state-issued licenses or certifications. If you plan to operate
such a business, make sure that you understand which of youremployees requirelicenses.

An Example of Licensing Complexity

How dofederal, state and local requirements translate into the license requirements for a particular business?
As an example, hereisalistof what islikely to be needed if you are starting arestaurant.

= Businesslicensesandtax permits (federal EIN and state permits, such as sales tax and employment tax)

= QOccupancy permit(fromthe locality where the restaurantislocated)

= Signage permit(fromthe locality; some locations have very strict rules regarding permitted signage)

= Alarmpermit(ifyou have installed acommercial alarm system —this may be from a “fire protection
district” or the local government)

= Zoningand/orbuilding permit (fromthe local government, if you are building orremodeling your
business property)

= Healthinspection certification (state, county orlocal)

= Servertraining certifications (state, usually)

= Alcohollicenses (federal, state and often local)

It'simportantto be aware of all the activities that your business will undertake. You may need permits for
different activities, evenif they are all conducted within your business. Forexample, arestaurant that sells
alcohol will need federaland state (and maybe local) liquor licenses and permits in addition to the permits
requiredtoserve food. Add cigarette salesintothe mix, and anotherset of licenses are goingto be required.
Similarly, if you operate a hairsalon, you may not need a sales tax permitif you are only providing services.
However, if you also sell hairand nail products, you will be required to have one.

Certain Industries Require Federal Permits

A small businessisfarmore likely to need an array of state and local permitsthanitisto needa federal permit.
There are exceptions to thisrule, however. One federal registration that virtually every corporation and LLCis
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requiredto have isafederal EIN. (Asole proprietorshipis only required to have an EIN if the business has an
employee.)

Anotherexception that affects many small businessesis the registration and permit requirements related to
alcoholicbeverages. If your businessis involved in the manufacture, wholesale, importation, or retail sale of
alcoholicbeverages, then you mustregister your business with the U.S. Treasury’s Alcohol and Tobacco Tax and
Trade Bureau (TTB). You must also obtain federal permits from the TTBfor excise tax purposes.

As with any business, you must make sure you account for all your alcohol-related business activities and comply
with the permitting process foreach one. Forexample, operatinga microbrewery and selling beer at retail will
require separate registrations and licenses. (And, of course, you will need state and local licens es as well.) You
face similarfederal regulationsif you planto sell tobacco products.

Othertypes of business activities that may require federal licenses and be subject to federal excise taxes are:

= Agriculture (U.S. Department of Agriculture)

= Aviation (Federal Aviation Administration)

=  Firearms,ammunition and explosives (Bureau of Alcohol, Tobacco, Firearms and Explosives)
= Fishand wildliferelated activities (U.S. Fish and Wildlife Service)

= Fisheries (NOAA Fisheries Service)

=  Maritime transportation (Federal Maritime Commission)

= Miningand drilling (Bureau of Ocean Energy Management, Regulation and Enforcement)

= Nuclearenergy (U.S. Nuclear Regulatory Commission)

= Radioand Television broadcasting (Federal Communications Commission)

State and Local Licenses Requirements Abound

Every state has numerous licensing requirements. Forexample, North Carolina has more than 700 regulatory,
state-issued occupationallicenses and permits. In addition, one or more local licenses may be required for your
business. The permutationsinvolvedin state and local licensing make itimpossible to provide anything more
than a high-level summary of what may be required. State license requirements often reflect the economic
conditions and history of the state. Forinstance, there are more likely to be licenses (and fees) related to
agriculture in states where thatindustryisa key economicdriver.

If you planto negotiate the maze of state license requirements on yourown, itis imperative that you begin on
the website for each state where you planto do business. This will often (but not always) pointyou tothe
localities that you need to contact. While the following listis onlyillustrative, itisimportant to be aware that the
following state licenses may be needed.

= State tax identification number. Some states use the federal taxid number; some do not. Most states
require asalestax identification number if your businessinvolves retail sales. States vary on what
services are subject to sales tax.

= Unemploymentand worker’s compensation registration. You may need this, evenif youare the only
employeeofabusiness

= Minor work permits. Necessary in many states if you have employees underage 18.
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= Weights & Measures registration. If you weigh itemsforsale, you may need this type of permit

= Specialtylicenses. These vary widely from state-to-state based on the concerns of state legislatures.

= Professional/Occupation licenses. States license awide variety of professions, ranging from
accountantsto wrestlers.

Many licenses and permits must be obtained at the county and city level. It’s this levelthat poses the most
challengesforthe business ownerinterms of time, money and aggravation. While the federal government and
most state governments have websites that provide online information regarding license requirements, the
quality of information and services provided at the county and city level often lags far behind.

Food handlingand health inspection certificates, as well as alcohol licenses are generally handled at the county
level, although some cities and towns have requirements as well. Your general licenseto operate, aswell as
occupancy permits, signage permits, and fire alarm certifications, are likely to be from your city, village ortown
unlessyourbusinessisinanunincorporated area.

In most cases, you can be fined if you openyourbusiness before all the necessary inspections have been
completed andthe paperwork has beenissued. These fines can be pretty steep (several hundred dollars a day)
and can add up quickly.

Obtaining Required Licenses Require Time & Money

Identifying the licenses that you need can be challenging because so many jurisdictions and agencies can be
involved. Many states have guidebooks for new businesses to help identify business licensing requirements, and
the Small Business Administration hasan online tool, but the informationis usually very generic.

Business licensing takes time —in some cases, several months. Ideally, you should begin seeking information
aboutbusiness license requirements when you start thinking about your business. In fact, many business
decisions may be shaped by license requirements. Forexample, many counties set limits onthe number of
establishments that can serve alcohol. If all the availableliquorlicenses have beenissued, you may need to
change your business plan oryour planned location. Similarly, certain localities have strict signage requirements.
If you are planningtoopena franchise that demands a certain type of sign, you may have to battle the zoning
commission beforeyou can open yourdoors.

Tip: Acquiringall the necessary licenses and permits can be very expensive. The costs of obtaining the
licenses needed to operate yourbusiness are tax-deductible startup expenses. (Once your business
opensits doors, the expenses of maintaining the licenses are deductible business expenses.) So, make
sure that you keep a copy of all of yourlicense applications, along with areceipt showing payment of
any fees, withyourbusiness records

Once you have all the licenses, permits and registrations necessary to open your doors, make sure you know
which licenses must be displayed and follow thoserules.
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Maintaining Licenses: Don't Fall Out of Compliance

Obtainingthe necessary pre-opening licenses is just the start. Unfortunately, it’s easy to forget about on-going
business license compliance responsibilities. This oversight can prove costly. Stayingin compliance requires that
you pay attentiontothese factors:

Renewal requirements. Nearly everylicenseisvalid onlyforaspecificperiod of time. Many licenses must be
renewed annually. But, justas licensing requirements vary widely, so do licenserenewal fees and charges.

Changesin your business operations. If you expand your business—whetheritis by remodeling your building,
openingasecond location, orlaunchinganew product or service line —you may need to obtain new licenses or
amend existingones. Forexample, remodeling will require building permits, could require zoning variances, and
may require re-inspection foranew occupancy permit.

Similarly, adding new products canresultinthe need fornew licenses. Forexample, if you operate abeauty
salon, the stylists’ charges may not be subject to sales tax. (State rules vary widely on what services are taxable.)
But, if youdecide tosell aline of beauty products, you will need to apply forsales tax identification numbers. As
noted earlier, many licenses are highly specific. One class of liquor license may only permit the sale of wine or
beer. Addingthe sale of liquorwould require anew, oramended, license.

Most business licenses, particularly local licenses, are valid only for one location. If you add a new location,
especiallyifitisina differentcity, you may need to start from square one with licensing applications. Other
business changes that cantriggerthe need fornew or amended licenses caninclude: addingan additional
business owner, changing the business name, changing the operating hours, or hiring minors. Closing alocation
or going out of business generally requires you to cancel existing licenses.

Changesin laws and regulations. Granting licenses to operate serves anumber of purposes forgovernments—
raising revenue, controlling certain types of activities, ensuring publicsafety, and promoting certain types of
industries. Asaresult, the licensinglaws are likely to change overtime. This meansthatyou needto be vigilant
inorder to comply with the currentversion of the laws.

Best Practices to Remain in Compliance

These two best practices will help you remainin good standing with the licensing agencies:

= Keepa master list of all renewal dates. In addition, set up a reminder system that deliversareminder
or series of remindersforany pendingrenewals wellin advance of deadlines.

= Add "update businesslicenses" toyourto-do list whenyou make any change regarding your business or
your business operations. Forexample, if you change your business name orincorporate your sole
proprietorship, youwill need to update your licenses accordingly. Youmay even need to update your
information if you change the hours or days of operation.
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Failing to Have Necessary Licenses Can Have Severe Consequences

Failingto have yourbusiness licenses up to date can resultin hefty fines and penalties. (A few violations even
carry criminal penalties.) What’s more, some fines and penalties can be imposed on the owners of a business,
not juston the businessitself. Government agencies may also have the right to shut down yourbusiness (or
evenseize yourassets) forfailure tocomply.

Example: Recently the Oklahoma AlcoholicBeverage Laws Enforcement Commission seized all the
equipmentand supplies thata Tulsa restaurant used to create its signature craft beers because the

restaurant had failed to obtain the necessary lice nses.

A shutdown will costyou—notonlyinlostrevenueforthe daysyou are shuttered, butalsoinlost goodwill of
your customers and in damage to the reputation of yourbusiness.

Conclusion

As tedious asthe processis, take time to make sure you have obtained all the necessary permits beforeyou
openyourbusiness. (And, keep records of the costs so you can claim a tax deduction forthese expenses.)Once
you have your required permits, put proceduresin place ensure that they are all still currentand the
information submitted is still accurate. Keeping your licenses up-to-date helps to maintain your good reputation
giventoday’sincreased focus on complianceand transparency.

One way to simplify this process, avoid numerous phone calls and onlinesearches, and ensureyou are on top of
law changesis to partnerwith a business compliance service, such as BizFilings. BizFilings’ business license
application service will determine what permits, licenses and registrations are needed and obtain the necessary

forms and applications, leaving you free to tackle other tasks.

Disclaimer: BizFilings is not a law firm and does not provide legal advice. If legal advice is required, please seekthe services ofan

attorney. Read BizFilings full disclaimer at http://www.BizFilings.com/service/Terms-of-Use.aspx.
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