WIITENLEE

Organizing Tech Startups to
Avoid Legal Pitfalls

Jon Summers

February 10,2009



Overview of Organizing a Technology

Startup
Entity
Intellectual Property
People
Capital
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Entity: Overview

Why Set Up an Entity

What Type of Entity

Whento Set Up an Entity
Where to Organize the Entity
Who Should Organize the Entity
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Entity: Why set up an Entity

Before an Entity is Created:

i Sole proprietorship or general partnership
i Personal liability
i Unclear ownership of IP

After an Entity is Created
Liability Protection for principals
Place to park the IP
Investor Appeal
Survivorship upon death

Enables business to be transacted more easily

. Contracts
., Employees
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Entity: What type of Entity to Set Up

Limited
Liability

Pass Through
Taxation

Investor
Appeal

Survivorship

Stock Options

C Corp

Yes

No

Yes

Yes

Yes

S Corp

Yes

Yes

Usually Not

Yes

Yes

LLC

Yes

Yes

Usually Not

Yes

No

General Sole

3 TV KL SProprietor
No No

Yes Yes

No No

Maybe No

No No
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