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To: Fred
Cc: Sally
Subject: Cough Syrup Overview


Dear Fred and Sally,
Thank you for reaching out to your law firm in order to get assistance with forming a new business entity. I am reaching out to give you more information on how to start your business and the types of issues you might come face while trying to get started.

I. Business Entities	
There are many different businesses entity types to choose from: sole proprietorship, partnership and corporation. A sole proprietorship is a type of business that is controlled by only one single owner. This person controls every aspect of the business and keeps all the profits. The only disadvantage to a sole proprietorship is that you would be personally help liable for anything that should go wrong. A partnership is a business formed by two or more people who have equal shares in the company and split the profits. It is very easy to create a partnership and the income from the business is separate for each individual involved in the partnership.  In this type of business, partners are also personally help liable for any losses associated with the business. A corporation is considered a legal entity. In this situation, the owner(s) of the business are not personally held liable, but the business itself is held liable. The owners of the company can be referred to as shareholders. It is rather easy to transfer ownership from one shareholder to another.
II. Product Liability
Your product, Fred’s Miracle Cough Syrup sounds great. It’s wise to also be aware that when a product is being sold to the public, you are conscious of product liability issues that could possibly occur. Even if you are very careful during the production process, there is still a possibility that the product could suffer a manufacturing defect. A product defect could include an individual product, a design defect, or fails to provide adequate warning. You have some very important information that needs to be clear on the label. Your homeopathic cough syrup, when combined with aspirin can cause a sever reaction. If your customers are not aware of this defect, it could become a very large product liability.
III. Agency Relationship
You have several things to consider when it comes to employing your son, Sam. It appears that based on the information provided, your son Sam will be helping with the deliveries as an employee. This particular business relationship can be described as an agency relationship. Sam will be labeled as the agent while Fred is the principal. The principal-agent relationship is an arrangement in which one entity legally appoints another to act on its behalf. A principal has an obligation to provide reasonable compensation for services provided, safe working conditions and reimbursement of any expenses occurred related to the business. 


IV. Real Property
	An additional issue you could face is having the business located on the family farm. The farm is currently inhabited by both you and your two children’s families. A zoning law may require you to gain consent from your children’s families before you can set up your business at this location. Some laws restrict how owners of a property utilize their property, we need to make sure that zoning laws allow this type of business on the farm.
V. Manufacturing on the family farm
Transferring ownership of the property may not be a necessity even though it is being manufactured on the family farm. You will want to make sure you reach out to the appropriate insurance carrier for coverage on a home based business. You are at risk for potential liability as far as the business goes because you are also the owner of the farm. The farm is at risk of being lost because of the debt being owed by the business.
VI. Potential issues of using Sam’s person vehicle
The use of Sam’s personal van for product deliveries can be a potential liability. You will want to think about how you are going to compensate him while using his personal vehicle. You will need to decide how you will handle gas an insurance expenses.
VII. Liability issues for using Sam’s personal vehicle 
In the event that Sam is in an accident, Fred can be held liable if Sam is an employee of Fred’s. It may be in both Fred and Sam’s best interest to have Sam use his own vehicle, in this case he will be seen as an independent contractor. If Sam becomes an independent contractor, then Fred will not be his employer. Sam will basically be “working for himself”. If this is the route you choose to take, Fred would not be liable for any incidences occur by Sam.
VIII. Estate Planning
Estate planning is another important part of starting a new business. When creating this new business venture there will be a couple of concerns in estate planning with regards to the business and for the family farm. Fred will need to have a will or a trust in place to designate beneficiaries for both his family and for the business. If this business is indeed going to be on the farm, it is in the best interest of all parties involved that the same people inherit both. 

IX. Transfer ownership of the business and family farm
If you were to transfer ownership to Sam and Lilly, this could be a very wise decision. Nonetheless, if for whatever reason Sam and Lilly separate, it could cause complication. Using a will for the beneficiaries comes with some disadvantages. It may cause unequal division of the assets among them.  On the plus side, a trust can be more flexible because it is controlled by the trustee, meaning they could have an equal share of the assets (Garber, 2018).  The disadvantages of creating a trust is the fact that it can become complicating and expensive. 
X. Recommendations for Fred’s Miracle Cough Syrup
	I think that it is in your best interest to start the business as a sole proprietorship, adding Sam as a partner later on. A sole proprietorship is the easiest to form and will give you the most control of the business. When you do decide to bring Sam on as a partner, it will be an easy transition to forming a partnership.  With a bit of discussion with your family, I don’t foresee any issues with having the business on your farm. Again, just be sure to clearly label your products in regards to the aspirin to avoid any issues. 
Please get in touch with me when you are ready to have Sam as your partner and I will draw up the legal papers for the partnership. Good luck to you in your future endeavors with the new cough syrup business.
	
Sincerely,
Kelsey Charlesworth
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