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If you’re a business leader with a growing business, 
chances are you’ve had to deal with legal problems 
that have sprung up.  Unfortunately, this is the way 
most business owners deal with legal issues — they 
wait until a fire starts and then scramble around in 
attempt to put it out. Sometimes, that fire can get 
out of control. Each year, thousands of businesses 
suffer from these eight common legal mistakes, 
costing their business leaders a great deal of time, 
stress, and money. If mishandled, these problems 
can potentially tank your business.

This Free Report addresses some of the most common mistakes 

business owners make and it does so in the eight areas where 

business and law repeatedly and consistently intersect, often to 

the business’ detriment. They are:

 1. Corporate Governance and Structure;

 2. Claims and Litigation;

 3. Contracts;

 4. Human Resources;

 5. Insurance;

 6. Policies and Procedures;

 7. Property: Real, Personal and Intellectual, and;

 8. Regulatory Compliance.

I developed this list while building the General Counsel’s office for 

a nearly quarter billion dollar company.  I learned that by thinking 

systematically about making sure that businesses are protected in 

these eight areas affords fantastic protection for our clients. Thus, 

this report provides a comprehensive overview of some of the most 

common pitfalls that business owners and managers wander into 

because they do not think systematically and/or do not recognize 

about how to protect themselves from legal threats. In contrast to 

reacting to these threats when they develop into problems, a much 

better option is to spot them before they strike so you can take 

proactive steps to snuff them out.

So here are some of the most common oversights we see in each 

of the eight areas of vulnerability.

Legal Mistake # 1: You Lose Your Limited Liability 
Protection or Legacy

If you’re a business owner, then you’re probably busy running your 

business. You’re not thinking about the legal details required to 

keep your limited liability status. The problem is that overlooking 

this could cost you a lot of money. Worse, it could cause you to 

lose your business. Our team at Davis Law ensures the clients 

meet every requirement. 

Don’t overlook compliance requirements. One of the most 

common areas that business leaders trip up is they fail to maintain 

their limited liability status. When you register or renew, many 

of the questions asked are complex and are interrelated with tax 

issues. It is not uncommon for companies to lose their limited 

liability because they accidentally answer one of these questions 

incorrectly. This leaves the owners personally liable for the liabilities 

of the business both for accidents and contracts. 

At Davis Law, we recently discovered that the Oklahoma state 

legislature placed a new tax on businesses due each year for just 

$25. Hundreds of businesses overlooked the payment. Failure 

to pay left these businesses potentially without limited liability 

because their companies were placed in suspension by the tax 

commission. When you hire someone who specializes in knowing 

these details, you’ll be free to focus on the details of running your 

business rather than getting caught by a technicality. 

Don’t miss registration requirements. Similarly, if you fail to 

register your business in a state where you are doing business, 

this can cause the loss of limited liability for claims or suits made 

in that state. Preventing this problem is rather simple, but fixing 

it can be a nightmare. For example, you won’t be able to defend 

suits brought against the company in states where you aren’t 

registered. You also could be personally liable in these situations.
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When Davis Law is litigating against an out-of-state company, 

this is one of the first things we look for. If they have come to our 

state and failed to register, their ability to prosecute/defend the 

suit can be severely limited. That is a great advantage to us and 

we use it to our clients’ utmost benefit. 

Registration is a simple fix and it’s usually inexpensive. Because 

we do business in several states, we know the ins and outs of each 

state’s registration process. 

Don’t forget to plan for the future. Another mistake business 

owners make is in the area of passing on their business to their 

family members. Many business leaders fail to put together a plan 

for generational change of ownership when they die. This can 

be an absolute nightmare for the family if the ownership of the 

business ends up in probate court. Similarly, if a son or daughter 

comes into the business with the parent, the issues with corporate 

governance often become problematic. 

Whether you’re overlooking details having to do with limited 

liability or forgetting to plan for the future, it’s easy for any 

business leader to make these mistakes. Davis Law protects clients 

in corporate governance issues and makes sure their business 

is not susceptible. We also help our clients pass on the business 

they’ve built to their loved ones. Your labor of love should go to 

the people you love.

Legal Mistake #2: You Lose Valuable Time and Money 
in Disputed Claims and Suits

Our business is to protect your business. We make sure our clients 

hand over disputed claims as soon as possible so they can get the 

maximum protection for their business.

Don’t represent yourself. Nearly every growing company is going 

to have disputed claims against other companies or individuals. 

These can range from simple contract disputes with customers 

or vendors to companies threatening tort claims. Only the most 

minor of these cases should be handled without legal help. There 

are just too many things that can go wrong.
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For instance, representing yourself is one of the worst mistakes 

you can make. A few years ago, a client came to Davis Law after 

being sued in small claims court and appearing before the judge. At 

that occasion, he asked the judge for a continuance to get a lawyer. 

Little did he know that he just gave up a variety of defenses and 

objections that limited the choice of judges who would oversee 

the case and where the case would be tried. By the time he came 

to us, our hands were tied. We were fighting for him at a severe 

disadvantage. Ultimately, we were able to do some good for him 

but not nearly as much as we could have if we had the case from 

the start. 

Don’t waste valuable time on dealing with claims and suits. 

Another reason you should seek representation to deal with small 

claims is that your time is too valuable to try to do it yourself. 

As a general rule, the management of a company should only be 

involved on a day-to-day basis if a claim is large enough to have a 

significant impact on the company’s finances, reputation or future 



operations. Your time is expensive. Spending your time trying to 

figure out legal issues is a huge waste of your time and skill set. 

I have a client who runs a significant business. Not infrequently, 

bogus discrimination claims are filed by employees whose doctors 

say they cannot do their jobs and then they file EEOC complaints 

because they cannot do their jobs. Before, these issues would irritate 

my client and cause him a ton of frustration. Ultimately, I struck 

a deal with the president that I would screen the complaints from 

him unless it was absolutely necessary for him to know about 

them. This way he was able to spend his brainpower on building 

his company rather than being pulled into the mud of fraudulent 

discrimination claims. 

Don’t ignore cases. This isn’t that common when you get a formal 

summons from the court, but there are those who are too busy and 

overlook these details with serious consequences. 

Don’t ignore arbitration clause. Equally as hazardous is a Demand 

for Arbitration. If a business enters into a contract with an arbitration 

clause, the other party, rather than going to court, can press a claim 

in arbitration. In effect, this is the same as taking you to court but 

in a private forum. If you do not answer the claim, the other party 

can proceed to get what is called an Arbitration Award, which is 

enforceable in state or federal court just like a judgement.

Don’t manage out of state attorneys. Beyond the claims themselves 

is the issue of claims management which can be time consuming and 

very distracting to running a business. One of the biggest problems 

with claims management is the issue of employing attorneys in 

other states or locales. Managing these attorneys requires skill in 

setting expectations of how they will treat and bill your company. 

Establishing firm boundaries can pay huge rewards in the efficiency 

and effectiveness of counsel. This is a job best left to an attorney 

who knows the ropes and can manage this for you. 

Not only do attorneys generally understand how to pursue or 

defend a case better than management, but we also understand 

attorney billing. I recently was managing a case in another state. 

We received discovery from the opposing party. Immediately, 

I called their lawyer and got the documents in Word. I had my 

client prepare the responses and we sent them off to our lawyers 

in the other state. Somehow those lawyers managed to bill 35 

hours finishing up a nearly completed job that should have taken 

maybe three hours. All they had to do was cut and paste in some 

formalities and objections. My client did not understand how 

outrageous this was, but I did. The bill got severely cut and the 

attorneys will not be hired again. Davis Law has the know-how 

and the heart to protect clients and their business. We will manage 

their claims efficiently and effectively. 

Legal Mistake #3: You Enter Into Bad Contracts.  

Everyone in business deals in contracts, whether they are written 

or oral. As your business becomes more sophisticated, it becomes 

increasingly important that you get more of your contracts in 

writing. While a handshake may seem like a fine way to do business, 

a more sound way of thinking is “Good Fences Makes Good 

Neighbors.” Written contracts are the good fences you need to 

run your business effectively.

Do be fair to yourself in customer and vendor contracts. On one 

hand, your in-house contracts that you use with customers or 

vendors need to be fair. On the other hand, they should provide 

you with protection. For instance, on payment terms, omitting 

to provide for interest on late payments can prevent you from 

collecting it while just adding a reference to it makes it a part of 

the contract. 

Do protect yourself in goods and services contracts. When 

providing goods and services, it is common to add on interest 

provisions. If the deal goes bad and you do not have provisions 

in your contract, you’re likely be stuck with minimal interest. 
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Recently, a client came to us and had been stiffed on a nearly 

$20,000 job. His contract did not provide for interest. We got a 

judgement for him, but because there was no interest provision the 

judge awarded interest at a rate much lower than the customary 

18% on commercial deals.

Do protect yourself from the negligent or wrongful acts of your 

vendors/contractors. Similarly, putting indemnification, exculpatory 

or hold harmless clauses can protect you from expenses caused 

by the negligent or wrongful acts of your vendors or contractors. 

If, for instance, a contractor injures another person while working 

on your job, you will likely get named in the suit. If, however, 

your agreement with the contractor contains provisions requiring 

them to not only defend you, but also to pay for any damages, it 

is very possible that they will have to pay for your attorney’s fees 

and any judgment obtained by the third party. There are many 

exceptions to this rule, but it is worthwhile to make the effort to 

protect yourself in this way. 

Do be fair to yourself when signing contracts with other 

businesses. Making sure the outside contracts you sign are fair is 

also of critical importance. Frequently, other businesses stack the deck 

in their contract and some even go as far as refusing to negotiate. 

The former requires a close eye and an understanding of the law. 

Many companies sign contracts without damage limitations that 

are readily negotiable. For instance, if you sign a contract without 

a consequential damages litigation you can be liable for the other 

party’s lost profits, lost opportunities and many other factors. These 

sort of damages are commonly negotiated out of contracts, but in 

many instances, this clause is overlooked and you lose valuable 

ground to defend yourself. 

Another type of contract that trips up many business leaders is the 

evergreen contract. These are contracts with automatic renewal 

clauses. Some states have statutes that limit the enforceability 

of these, but it remains a very good idea to catalog and calendar 

these. Many times, companies have come to us who want out of a 

contract but since they did not cancel it in time, they had to fulfill 

another term.
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Hiring legal counsel to oversee your contracts will place you in the 

best possible position for protecting yourself and your company.

Legal Mistake #4: You Fail To Protect Your      
Company From Wrongful Termination and 
Unemployment Claims 

Given the vast swath of laws and regulations, not to mention 

just dealing with employees, the area of human resources poses 

significant issues for business owners to be wary of. Typically, the 

critical times that the law intersects with business is during hiring, 

discipline and firing. Another area of the law is wage and labor 

regulation. Hiring legal counseling will greatly protect you in this 

area which is full of pitfalls for business owners.  

Do set clear expectations in an employee handbook. In hiring 

employees, it is a good rule of thumb to be very careful about how 

the expectations are set. In many states, an employee handbook can 

be deemed an employment contract. Generally, from an employer’s 

perspective it is preferable for employees to be deemed “at will.” 

Any employee handbook should be carefully written to preserve 

as much leeway as possible for the employer.

Do keep good written records. This ties directly to employee 

discipline. When an employee’s conduct warrants discipline and 

not termination, it is very sound policy to get it in writing. Keeping 

written records can protect the company from discrimination, 

wrongful termination and unemployment claims. Without 

the documentation defending these sorts of claims, disputes 

often descend into word-against-word battles. Since keeping 

documentation is incredibly easy, it would behoove employers to 

protect their businesses with these simple measures. 

A similar procedure with performance reviews is also warranted. 

Should an employee need to be separated, this too should be done 

in writing. Many employees would prefer to resign rather than be 

fired because it preserves some goodwill, and perhaps a decent 

recommendation. It is less common that an employee does not 

know that their performance is not acceptable. In having them 

leave, get it in writing or you are opening the company up to costly 

and annoying suits for discrimination and wrongful termination 

claims. Similarly, a written resignation is a solid defense to an 

unemployment claim. 

Do avoid separating employees under certain conditions. It is 

important to know that separating an employee who has filed a 

workers’ compensation claim is a particularly hazardous maneuver. 

The law tends to offer significant protections and presumptions in 

their favor. If an employer is not careful in how such a separation 

occurs a workers’ compensation discrimination suit is likely and, 

in these, the deck is stacked clearly against the employer.

Do protect your company in employee contracts. When an 

employee does leave your company you can take some solace 

in the fact that you included non-compete and non-solicitation 

clauses in their employment contract. The former are problematic 

to enforce in most states. The reason for this is that the law favors 

free commerce and discourages contractual limitation on people 

plying their trades. However, non-solicitation provisions are widely 

enforceable. Here the law protects a company’s customer base 

from separated employees that want to poach this valuable asset. 

The protections are not absolute, but frequently they prove very 

valuable. 

Davis Law not only helps to defend clients in claims, we help 

prevent these claims by helping them create sound policies and 

procedures to protect themselves.

Legal Mistake #5: You Fail to Fully Understand Your 
Insurance Requirements

The three main types of insurance that companies deal with are 

property, workers’ compensation and liability insurance.

Don’t set your limits too low. Knowing how much is reasonable 

frequently poses significant issues for companies. Because lawyers 

know the “market” for damage claims, that is, how much a potential 

lawsuit or damage loss could amount to, it is generally a sound 

idea to confer with legal counsel about your limits. 
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Don’t fail to comply with insurance reporting requirements. 

Another area of exposure for businesses is compliance with 

insurance reporting requirements. All insurance policies have 

requirements for reporting losses or claims. Some of these are 

complex and require creating steps of notification to attach coverage. 

If the proper steps are not taken, insurance companies may be 

within their rights to deny coverage for liability claims. 

Do maintain or renew your policy. An equally onerous situation 

can arise when your insurance policies are not properly maintained 

or renewed. In a recent instance, a company near our home office 

failed to timely renew their workers’ compensation coverage. A 

horrific accident occurred where two young men were severely 

injured. Their injuries should have been covered under the 

company’s workers’ compensation coverage. However, because 

there was no policy in place, the lawsuit came against the company 

and, up to the point of settlement, the judge kept the individual 

owners in as defendants in the case effectively stripping them of 

limited liability.

Legal details should be left to legal experts. When you hire legal 

counsel to assist you in the management of your company, you 

can rest assured these requirements to protect your company will 

be met in a timely and complete manner.

Legal Mistake #6: You Fail to Make Good Policies and 
Operating Procedures 

Preparing policies and procedures can be very tedious work. 

Because of this they are frequently put off. In areas ranging from 

human resources to operations to safety, however, they can be 

incredibly helpful in protecting a company from suits. Ultimately, 

they are also liberating for the management. Further, they give a 

good benchmark for expected performance from employees. In 

effect, you are setting up “good fences” so your employees know 

how to be “good neighbors” with management.

Do make an employee handbook. Employee handbooks generally 

lead to improved employee performance and morale. When 

employees know the rules and expectations, a sense of overall 

fairness pervades. As long as an employer fairly applies them, 

you can avoid many annoying and expensive unemployment, 

discrimination and other claims.

Do have good operations procedures. When you have good 

operations procedures, the owner or managers are freed up to 

focus on building the business rather being pulled into the routine 

details of running the company.

Good operations procedures also prevents claims against the 

company both for breach-of-contract or other lawsuits. When your 

team knows how to do their work, the company naturally runs 

well, the work gets done and problems with customers or others 

tend to not occur. When problems do occur, sound procedures 

offer a way to lessen claims, particularly in the area of injuries. The 

reason for this is that when a company has written procedures, yet 

something goes wrong, the procedures give your attorney a way 

to prove that your company is responsible. It was just a mistake. 

This is a much more defensible position than 

standing accused of recklessly running 

a company without regard for how the 

work gets done.

At Davis Law we assist companies in 

creating sound policies and operating 

procedures which protect them and 

their company. By getting policies and 

procedures in place, you will 

save a lot of money, a great 

deal of time, and you will 

avoid a ton of hassle. 
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Legal Mistake #7: You Fail To Protect Your Property.

The three areas of concern have to do with real, personal and 

intellectual property. 

Do Protect Your Real Property. Real property involves contracts, 

leases, deeds and is generally document driven. It is very formal. 

Because my dad had a land title business, I grew up recognizing 

the many problems that can arise around this area. I can manage 

these problems well, but I have a very healthy respect for it. Real 

property is unforgiving if it is improperly handled. Business owners 

need to be very careful in handling their real property and should 

always seek legal advice. 

This goes for leases too. Getting into a bad lease can be a nightmare 

for a business. A friend of mine just rented a building from a 

delusional swindler. The roof leaks and the air conditioner does 

not work. The lease is unclear on who has the responsibility for 

fixing these. The law is clear that the landlord is responsible, but 

who wants to stop business and go to the courthouse to fight with 

a lunatic? Meanwhile, customers are suffering in 85 degree summer 

heat as they try to shop in an upscale women’s clothing store. My 

friend is reluctant to “break” the lease because she does not want 

to end up at the courthouse fighting about who is right. A good 

lease might have prevented this disaster and made it clear that she 

is within her rights to leave.

Do Protect Your Personal Property. In contrast, personal property, 

which is everything from staplers to semi-trucks as long as they are 

not attached to a building or land, does not necessarily require strict 

formality unless the items are exceptionally valuable. A business 

owner’s personal property involves contracts with both vendors 

and customers. It involves both inventory and the tools of the 

trade. Managing the flow of inventory is, of course, critical and 

making sure the contract for the provisions around it are in place 

are a key component of protecting the company. The tools and 

equipment of the company also need to be protected with sound 

contracts including warranties whenever they can be obtained.

Do Protect Your Intellectual Property. Intellectual property takes 

on a whole different aspect because of the government registration 

aspects. Intellectual property is a specialized area of the law. Many 

companies, even big sophisticated ones, do not realize the extent 

of legal protection they can get for their business name, logos, 

inventions, processes, catchphrases and the like. Protecting these 

from other companies or people does not have to be expensive 

and sometimes involves just a simple registration with the state. 

We just protected one of our clients by registering his business 

name. Another aspect  of intellectual property protection that 

business leaders commonly overlook is getting protection from 

its employees. Often, if an employee is working for a company 

and develops an invention, protectable system or idea, it is 

unclear who owns it. The company definitely has a claim but 

it is absolutely preferable to have this locked down rather than 

just having a claim. Accordingly, all companies should have 

employees sign an Invention and Non-Disclosure Agreement. 

Companies should also review significant new marketing or 

production ventures they launch to ensure they do not infringe 

on anyone else’s intellectual property. One of my lawyer friends, 

who litigated intellectual property cases for forty years, tells the 

story of a major company in his city that completely rebranded 

with the logos up on the outside of their buildings, billboards, 

ads — the whole works. Soon after, they received a Summons to 

appear in Federal Court in Chicago for trademark infringement. 

Down came the signs.

Whether it’s real, personal or intellectual, our clients property is 

safe with us. Not only do we protect what they own, we position 

them to protect the many great things and ideas coming their way. 

Companies should also review 
significant new marketing or 
production ventures they launch to 
ensure they do not infringe 
on anyone else’s intellectual 
property.
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Legal Mistake #8: You Fail To Protect Yourself From 
the Government.  

I have a two and a half inch thick book of transportation regulations 

sitting on the window ledge behind my desk. I pull it out about 

once a week to look up something. As I do, I shake my head and 

say, “We started with the Ten Commandments and it has come to 

this?” That book is just the tip of the iceberg. Government regulation 

touches nearly every aspect of your business. In many ways, it 

has been covered in the sections above, but still, it is so pervasive 

that we treat it like an area of vulnerability in and of itself. In this 

section, I will run through some examples of how regulations and 

taxes can trip up businesses.

Do Beware of Regulation Violations. The operations of nearly every 

business have some body of regulation that outlines how the work 

needs to be done. In law, it is the state bar and ethics rules and 

whether you are headed to court. The court rules are like a maze. 

The Federal Motor Carrier Safety Administration looms large in 

how transportation operates. Violating the rules of governing 

bodies like these can get you crosswise with the government. 

A wrong move can turn into a full-blown, time-consuming and 

expensive nightmare. We recently had a client who garnered the 

attention of a state department. Some domestic problems caught the 

attention of a regulator and the state moved in to take his license 

that allowed him to make a living running the business that he built. 

It was very obvious to us that the state could not do this, but that 

was lost on the regulator, who of course had no skin in the game 

and would bear no consequence for persecuting this hapless citizen. 

Fortunately, the administrative judge agreed with us. However, the 

ruling came after a lengthy and expensive legal proceeding. Avoid 

getting stuck in the quagmire of dealing with a bored bureaucrat 

who is gunning for you by getting enough legal counsel to head 

off regulations violations. 

Regulation violations can also set the standard for how private 

parties bring suits against you. There is a doctrine in the law called 

Negligence Per Se. Under a common law negligence standard, fault 

is determined based on what a “reasonable person” would do. That 

variable sets up a lot of grey area to argue about. In contrast, if there 

is a regulation governing the act and it is designed to protect a given 

class of people, then the regulation replaces the reasonable person 
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standard. In short, the grey turns to black and white. If you are on 

the wrong side of that line and you violated the regulation, your 

chances of prevailing at court just decreased immensely. 

Human resources are also a continuous regulatory minefield with 

wage and hour laws found in the Federal Fair Labor Standards Act 

and all the underlying state law. This does not take into account 

the discrimination and retirement regulations. Businesses are so 

plagued by labor and discrimination suits that the federal courts 

are plagued by them. The Chief Judge of our Federal District once 

thanked me for bringing a serious, meritorious lawsuit to her court 

because she was sick of all the labor claims. 

Then there are the safety regulations. For instance, the Occupational 

Safety and Health Administration (OSHA) intersects with nearly 

every business, with the possible exception of office jobs. Their 

requirements set massive changes to industries. In 2010 OSHA 

mandated that nearly all workers in the oil patch were required to 

wear fire retardant clothing. This rule set forth an industry-wide 

change in business and not all companies were able to keep up 

with it. 

Do Beware of Tax Compliance Issues: Likewise as onerous are 

the tax agencies. Getting on the wrong side of these entities can 

be deadly for your business. We had a client that almost did. They 

started with a retail store and branched out into online sales by using 

Facebook ads. They started shipping goods all over our state and 

even into surrounding ones. Just looking at our state, this triggered 

the need to pay local sales tax based on the location the package was 

shipped to. This is reported to the state tax commission, so sooner 

or later they will catch any omission to collect this tax. Fortunately, 

the implementation of collecting this tax was simple, but had we 

not started catching up on the back taxes, not to mention the fines 

and penalties, their books would have been a nightmare.

By including a legal department as part of your management team, 

you’ll gain a valuable guide through the labyrinth of government 

regulations and tax agencies. Rather than worrying about a wrong 

move, you can advance your business into new territory with 

confidence!

Final Thoughts

At Davis Law, our goal is your goal: We want to improve your 

bottom line and your peace of mind. 

This is just one of the many ways we differentiate ourselves from 

our competition. 

Another way we are unique is:

● Most law firms engage with their clients reactively — only after 

the client’s “house is on fire.” We partner with our clients on an 

ongoing basis and build them a custom legal department so that 

we prevent as many of those fires from happening. If a fire does 

start, we’re there to help you put it out quickly and decisively.

● This report outlines the eight key areas where we help business 

protect themselves and prosper. We integrate our services as part of 

senior management so we can collaboratively improve our client’s 

operations and legal protections to increase profits and efficiency. 

● We do all of this on a fixed price basis so you receive the 

same price from Davis Law every month – there are no surprise 

invoices that business owners hate so much!

If you are running a sophisticated company, it is generally a good 

idea to get a legal department onboard. We help you by forming 

systems that protect your business and build its efficiency, by 

guiding you with thought-out knowledge about legal matters, 

and by responding to your particular business goals and needs. 

When businesses reach a size where legal issues begin to interfere 

with or distract from your company’s mission, it’s vital that you 

plug in a shared or fractional legal department. 

Rather than worrying about a wrong 
move, you can advance your business 
into new territory with confidence!
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That is the basis of this graphic:

If you do not need us I hope that this Free Report has been helpful 

in understanding how to protect your business.

Thank you for taking the time to read this report. We stand ready 

to help you or answer any of your questions. Just use the email 

below to call us or better yet, set an appointment for a free hour 

long Business Check Up. You will walkout with valuable insights 

to your business and have an organized report on what you can 

do to improve it – which means improve your bottom line and 

your peace of mind. 

Enjoy your adventures in capitalism!
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