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How to Structure Your Business

* Sole Proprietorship
* Partnership (General, Limited, LLP)

e Corporation (C corporation, S corporation, Benefit
corporation)

e LLC (L3C, S corporation)
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Choice of Entity:
Principal Considerations

* Limited Liability

* Tax Treatment

* Formation and Maintenance Costs

* Capital Needs

* Growth Expectations and Anticipated Liquidity Events
* Management Structure
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Presenter Notes
Presentation Notes
Limited Liability – talking about the liability of the business owners for business debts and liabilities.  For example if a customer is injured on the premises of the business or the business defaults on a loan.   Limited liability while present in the entity structure is often stripped away contractually

Tax treatment – referes to whether the business entity will pay taxes on the business income or whether the income will pass through to the entities owners.

Formation and Maintenance costs refer to filings fees to state agencies to form and maintain the legal existence of entity and also include fees for registered agents and fees for authority to business in other states other than the state of formation

Capital needs refer to businesses need to obtain external capital either in the form of debt or by selling or issuing an equity interest in the business.

Growth expectations and liquidity events refer to the expected growth of the business and whether it is anticipated that the business will be sold, go public or operate as a family business for multiple generations.

Management structure refers to who is responsible for the management decisions of the business both at the strategic level and the day to day operations level.


Sole Proprietorship

* No Limited Liability

* Pass through Tax Treatment — Schedule C
* Inexpensive

* Poor Choice for Capital Raising

* Not Scalable

» Default classification for one person, if no entity
formed

e Conclusion: Not Recommended
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Partnership
* No Limited Liability

* Pass through Tax Treatment — Requires Partnership
Tax Return

* Relatively inexpensive / Formation
* Poor Choice for Capital Raising
* Not Scalable

 Default classification for two or more persons, if no
entity formed

* Conclusion: Not Recommended
* Derivatives (Limited Partnership, Limited Liability

Partnership)
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Limited Liability Company

* Limited Liability
* VVariable Tax Treatment (Partnerships & Corporations
governed by contracts, i.e., Operating Agreement)

* Flexible
* Acceptable Choice for Capital Raising
* Somewhat Scalable

* Conclusion: Recommended in the Right
Circumstances
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Corporations

* Limited Liability
* Variable Tax Treatment (C corporation vs. S corporation)

* Relatively more expensive depending on number of
stockholders and capital structure

* Annual corporate and tax filings
* Highly Scalable
* Conclusion: Preferred Entity Choice
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Benefit Corporations

Alternative corporate designation

Must be formed to address general public benefit and
may address specific public benefit

Requires supermajority to opt in or out
Must designate an independent benefit director

The Corporation must prepare an annual benefit report
on its creation of public benefit

No third party cause of action
B Corporation certification
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Intellectual Property Issues:
Choice of Name

* Availability of Entity Name

* Trade Name Reservation and Registration
e Statutory Requirements

* Domain Name Availability

* Trademark Search
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Presenter Notes
Presentation Notes
	Discuss deceptively similar test: similarity between 2 names, geographic market, product market, goodwill.
Online checking so formation documents not bounced.
New domain names such as .bus and .info


Intellectual Property Protection

e Patent (NDA’s)

* Trademark

* Copyright

* Trade Secret and Contractual Protection

* Non-Disclosure Agreements, Consulting/Employment
Agreements

* Independent Contractor Agreement — work for hire
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Financing your Business

e Grants, SBIR, STTR’s

* Family and Friends

* Angel Investors

* Venture Capital

* In- Kind, Crowdfunding/Community Support
* Securities Law Compliance
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Questions?

H. Kenneth Merritt, Jr.
Managing Director
Merritt & Merritt
kmerritt@merritt-merritt.com
802.658.7830
60 Lake Street, 2" Floor
PO Box 5839
Burlington, VT 05402
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