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Business Foundations: Session 1/3 – Entity Formation

Thank you for joining us at the eleventh annual Denver Startup Week!
Thank you to our title sponsors Amazon, Capital One Cafe, Dell for Startups, and the Downtown 
Denver Partnership.
This session is part of the Designer Track, Sponsored by The Public Works and Battery621, one of eight 
programming tracks aimed at supporting the entire entrepreneurial team.
By attending this session you’re agreeing to follow our Code of Conduct as well as to being 
photographed or recorded on video.
Be sure to share your experience at this session online using #DENStartupWeek and 
#MilgromDaskam! 
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Entity Formation (Business Foundations: Session 1/3) 

Milgrom & Daskam
Madison Shaner
Jonathan Milgrom



This presentation is for informational purposes only and is not considered legal advice 
on any subject matter. By attending or viewing there is no attorney-client relationship 
between the attendees/viewers and the presenters. The presentation should not be used 

as a substitute for legal advice from a licensed professional attorney, and 
attendees/viewers are urged to consult their own legal counsel on any specific legal 

questions concerning a specific situation.
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ENTITY TYPES

Sole 
Proprietorship

Partnership CorporationLimited Liability 
Company

AWBAT: Explain why it is important to have an entity, be able to make their own 
LLC, and understand considerations when electing LLC vs corp and tax elections
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• Very easy to start – no need to file documents
• No legal distinction between business and business owner
• No personal liability protection

SOLE PROPRIETORSHIP AND 
GENERAL PARTNERSHIP

Photo by: https://unsplash.com/enphotos

https://unsplash.com/s/photos/lemonade-stand
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• Organizational documents required – Articles of Organization, Operating Agreement
• Flexible structure
• Pass-through taxation
• Limited personal liability- must maintain corp formalities 

• (will talk about corps later) 

LIMITED LIABILITY COMPANY

https://www.sos.state.co.us/pubs/business/fileAForm.html
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LIMITED LIABILITY COMPANY

Take out your computers and go to www.sos.state.co.us
and we’ll go through to process of setting up your LLC

- The Colorado Business Fee Relief Act (HB 22-1001) 
implemented on July 1 of this year means it’s currently just 
$1 to create your LLC

After this is complete retrieve your EIN from: 
https://www.irs.gov/businesses/small-businesses-self-
employed/apply-for-an-employer-identification-number-ein-
online

JON AND MADDIE’S 

Photo: Arrested Development/ Fox

http://www.sos.state.co.us/
https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-an-employer-identification-number-ein-online
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• Keep your personal and business finances separate

• Obtain an EIN

• Keep written records

MAINTAINING LIABILITY PROTECTION

Photo by: https://unsplash.com/b0rno

https://www.irs.gov/businesses/small-businesses-self-employed/apply-for-an-employer-identification-number-ein-online


OPERATING AGREEMENTS
• Critical if you have a multi-member LLC

• Don’t rely on handshake agreements

• Covers the important information about governing your business

Photo by: https://unsplash.com/@cytonn_photography
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• Organizational documents required – Articles of Incorporation, Bylaws, 
Shareholder Agreement

• Owned by shareholders, typically run by Board of Directors who have the 
powers granted by the shareholders

• Taxed at both the individual level for shareholders, and the corporate 
level 

• Limited personal liability- must maintain corp formalities

CORPORATION
Photo by: https://unsplash.com/ walkingondream



Tax Elections
• Default is c-corp for corps and partnership for LLC
• Can make S-election to be taxed as S-corp- IRS form 2553 IRS (corps & LLC’s)
• https://www.irs.gov/pub/irs-pdf/f2553.pdf (be sure to file and keep a copy!!)
• Partnership vs. s-corp vs. c-corp

Partnership S-Corp C-Corp

Taxation status Pass through; income reported on K-1
(Phantom Income)

Pass through; income reported on K-1
(Phantom Income)

Double taxation but no pass through
(No Phantom Income)

Employee Equity Employee’s cannot be members (no k-1 and w-2); but can 
have guaranteed payments that come out before 
distributions; still on K-1

Employees can be members/SH’s (K-1 and w-2); ONE CLASS 
OF SHARES

Multiple classes of shares, employees can be 
SH’s (1099-DIV and w-2)

Limitations No employee owners; OFAC SDN list 100sh’s, no entity sh’s, no foreign sh’s, one class of stock OFAC SDN list

QSBS No No Yes

https://www.irs.gov/pub/irs-pdf/f2553.pdf


Qualified Small Business Stock
• C-Corp
• Value of gross assets at original cost do not exceed $50m at time of 

issuance
• Eligible: tech, retail, wholesale, & manufacturing
• Ineligible: hospitality, personal services, financial, farming, mining
• If purchased after Sep 27, 2010 from original issuance and held for 

five years 100% of federal tax can be excluded
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