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Part One 
You can go with this or 
you can go with that

Jill, it’s never going to happen to me.

or is it?

I need help, Jill!

This is how The Founding Moms does it!

https://www.facebook.com/groups/FMCWorldwide
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Jill Salzman: It’s going to happen to you! I’m here with Donata Kalnenaite, who’s an 
incredible attorney in Chicago. 

I wanted her to talk to us because a lot of us think that when it comes to legal things, we 
think that nothing is ever going to happen to us. 

Don’t let your money disappear because you think it’s never going to happen to you. Let’s talk 
about the really important things we all need to be doing so we don’t lose out! 

https://www.facebook.com/groups/FMCWorldwide
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Part two 
Entity Encounters

Jill, which entity am i? 

What should I do?

I need help, Jill!

this is how the founding moms does it!

LLC

s corp
oratio
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PARTNERSHIP

SOLE PROPRIETOR

CORPOR
ATION
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Jill Salzman: Can you tell us what an LLC is? What are the entities about?

Donata Kalnenaite: When you are first starting your business and you haven’t contacted 
the state, you haven’t filed or paid anything, you’re known as a “sole proprietor”. 

JS: That’s just a legal name for, “You’re doing this on your own.”

DK: If you have a partner, then you have a partnership. This is great, but you aren’t a legal 
entity.

An LLC or corporation IS a legal entity that separates your personal assets from the 
liabilities of your business. Which essentially means that, if you get sued, you can save your 
house or car, because it’s separate. 

You can’t just say you’re an LLC, you have to file documents with the state. 

JS: There are different documents for different states?

DK: Yes. In Illinois, for example, you go to the Secretary of State’s website. You can get 
documents for LLC or Corporations. 

JS: How would you describe the difference between LLC and Corporation? Are there 
different types of corporations?

DK: Corporations have been recognized forever, literally, since the Mayflower.

An “S” corporation is for a regular company and has a limit on the number of owners. 

There are limits on an S Corp because you only get taxed once. 

A “C” corporation has no limits in terms of partners having US citizenship. This is your 

typical shareholder company. This one gets taxed twice. Once when the company makes 

income and once when it is distributed to you. 

Most of us are not going to need a really fancy C corp. 

https://www.facebook.com/groups/FMCWorldwide
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entity encounters (CONT.)
 

An LLC is one of the most popular business entity, they cost less to form, have less 

formalities and are a great choice for us. 

We are typically looking between an LLC or S corp. 

JS: Is it easy to convert from one to the other?

DK: You can convert from one to the other but you will have to pay fees, so think about 
what you need and form once!

JS: How long should you wait until you file?

DK: Immediately! You start incurring liabilities the second you start your business, so it 
makes sense to file and set up with the state.

If you started eight months ago, it’s never too late, just start doing it now.

JS: What about Legal Zoom? A lot of people are using templates! Tell me why we should 
not.

DK: They are missing a lot of sections. Those templates are not complete and then you are 
missing protection. If it hits the fan – you’re screwed! You won’t have the protections in 
place that you need. 

If you’re selling candy on the curbside with no contracts then maybe you’ll get away with 
it. If you are running an actual business and selling real things and have real customers and 
contracts then it’s not enough to use templates. 

Your customers love you but you’re going to have that one guy who just needs to make 
things difficult and that one situation is going to cost you way more than having the 
paperwork in place.

JS: The philosophy behind all of this is that you think it won’t happen to you, you’re not 
making enough money yet, all kinds of excuses. 

https://www.facebook.com/groups/FMCWorldwide
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entity encounters (CONT.)
 
JS: I like to use the filing opportunity towards putting a little pressure on. Okay, I’ve taken 
time and spent some money, now I need to make sales and make it back. This could push 
you to do it.

DK: Maybe you’re at a hard place in your business and this is when you lose sight but you 
needed the money! This is when you needed the contract! You need the same protections 
in place for a $1 deal as well as a one hundred thousand dollar deal! You’ll get sued for the 
same amount! 

JS: I like to remind people that I used to sell baby jewelry that you slid onto the baby’s 
ankle. For a long time, l didn’t think I needed to worry about it. I got a call from a 
customer that somehow the anklet broke and scratched the baby’s leg. It could have been 
the worst situation in the world because I had nothing in place! 

The point is, you really never know when this could happen and this is why you really need 
to be organized and have an entity set up. 

https://www.facebook.com/groups/FMCWorldwide
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Part three 
Operating Agreements

Jill, i don’t know why i need this!

What should I do?

I need help, Jill!

this is how the founding moms does it!

https://www.facebook.com/groups/FMCWorldwide
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JS: We were just talking about operating agreements.  What are operating agreements? 

DK: It is a document that lays out who the owners are, how much they’ve invested, what 
percentage of the company they own and how the company will be managed. For example, 
how to add a new owner, how to sell the company. 

JS: What if you’re a solo entrepreneur?

DK: Then you don’t need this. If you’re in a partnership you have a partnership agreement, 
if you’re in an LLC you have an operating agreement. Same thing for a corporation except 
that it’s called bylaws.

JS: What do people always forget?

DK: If you don’t have an operating agreement or bylaws, the court can “pierce the corporate 
veil”. They can claim the LLC doesn’t exist because you didn’t care enough to set it up 
properly, and then you can be sued for your personal assets. 

JS: So you have to care to have an LLC and you have to care about the LLC. 

DK: You want to cement that LLC into the ground. Even if you’re one person – it matters! 

JS: When I’m thinking, “I want you to join the Founding Moms!” am I forming the operating 
agreement before you join or do we do it together?  

DK: We have to negotiate all of the parts. Before you amend your LLC, we would have a 
written operating agreement. 

JS: Do I need an operating agreement for employees or contractors?

DK: No! You only need an operating agreement for owners. Let’s say we partner together for 
a webinar, I’m not an actual partner in the Founding Moms. 

JS: What other documents do people need to have?

DK: For corporate formalities, you have to have annual meetings. You can recap on your 
business. 

https://www.facebook.com/groups/FMCWorldwide
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operating agreements (CONT.)

Also, don’t co-mingle your assets. Be sure your funds are kept separate. 

Another thing to consider is the annual filing! You need to pay the annual fee and keep your 
company in good standing. 

A lot of people mix their personal funds with their business. The problem with doing this is 
when you co-mingle your funds, it’s hard to separate what is your business and what is your 
personal account. In case of a lawsuit, they may go into your personal account because you 
didn’t have a clear business account set up. 

Setting up a bank account is not hard. If you keep track of your accounts and your receipts, 
it’s a great way to know where you’re at. 

JS: What if I open up a bank account but I still co-mingle my funds?

DK: Accidents happen. Sometimes we make mistakes! But we don’t want to lose our LLC 
because we didn’t care. We need it to hold up in court. Is it an accident or is it typical 
behavior? Then you’ll fall into an audit. And no one wants an audit. 

Setting up all of these things is part of owning a business. No one likes to do it but because 
it’s part of owning a business you should do it! 

People get sued all of the time. Just to defend can be fifty grand!

https://www.facebook.com/groups/FMCWorldwide
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Part four 
top five tips!

Jill, I need some top tips!

what should i do?

I need help, jill! 

this is how the founding moms does it!

5
TO P

https://www.facebook.com/groups/FMCWorldwide
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JS: Last but not least, we want your five top tips!

DK: If you are trying to hire people, understand the difference between employees and 
independent contractors. 

An independent contractor is someone who works for you part time. You don’t control their 
work that much. A secretary who does some filing, a photographer. 

JS: When do they flip into an employee?

DK: When you tell them when to show up, they’re working forty hours, you direct their 
work, you want something laid out specifically. Be clear!

Have contracts with your clients. They’re going to sue you! What they are paying, what 
they’re getting, what their responsibilities are. Add in the legal mumbo jumbo!

JS: I don’t need to do that because I want the clients to be happy.

DK: If you get sued, it’s lots of crap! Deal with it now instead! You have to sign a contract 
for everything – even getting a phone. If you tell the client, they’ll be protected as well. 

If you have employees, post all of the required notices in your office. OHSHA, safety notices, 
make sure to train your employees on safety. Those posters contain their legal rights.

JS: What if the employees are virtual? 

DK: Then include everything in their handbook. 

If you have a website, have a privacy policy and terms and conditions.

JS: Why?  

DK: If you don’t have a privacy policy and you collect personal information from someone 
from the state of California (which does happen!), you can be fined $2500 per visit per 
person on your website. Terms and conditions helps if someone gets a virus from your 
website; you can get sued for that.

https://www.facebook.com/groups/FMCWorldwide


13 Let’s chat: FoundingMoms.com/forum 

top five tips! (CONT.)

JS: I recently reviewed my privacy policy and I left myself open to all of these lawsuits so I 
tightened it up! 

DK: The most important thing! Protect your IP. This is your intellectual property. Protect 
your logo, your product packaging, trademarks, patents and copyrights. Otherwise, somebody 
can start a business with your same thing. You can get state trademarks or federal or both. 
Go federal first because they can be pricey. 

JS: Do I need to trademark my company name if I’m the only Jill Salzman company out 
there? 

DK: Yes, because anyone can use your name.

JS: When should you do this? 

DK: I would do it as soon as you can to register your trademarks and copyrights.
 

https://www.facebook.com/groups/FMCWorldwide
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it’s never going to happen to me
Take a moment to write down one story of something you 

NEVER thought would happen to you and did. 

https://www.facebook.com/groups/FMCWorldwide
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what’s my entity style

Sole Proprietor
working alone, 

not a legal entity

Corporation
no limits in terms of US partners, 

typical shareholder company, 
taxed twice

S Corporation
limit on the number of owners, 

taxed once

LLC 

(Limited Liability Company)
costs less to form, less formalities

file with the state

partnership
working with a partner, 

not a legal entity

Try on each of the entities for style to see which best fits your business!
Ask yourself:

1. Am I working alone?  

 

2. Do I have a partner I’m working with?

3. Do I have international partners? Am I a 

typical shareholder company? Am I prepared to 

be taxed twice?

4. Do I have only US based partners? Am I 

prepared to have limits on the number of owners 

I have? Do I understand I will be taxed once?

 

5. Do I want to choose the most popular entity? 

Do I mind not being too formal?

1

2

3

4 5

https://www.facebook.com/groups/FMCWorldwide
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Operating Agreement Board Game

I know who the 
owners are

 yes, progress |  no, go back

I know how much 
is invested in the 

business 
 yes, progress | no, go back

I know what 
percentage each 

person owns  
yes, progress | no, go back

I know how the 
company will be 

managed  
yes, progress | no, go back

I know how to sell 
the company 

yes, progress | no, go back

I know how to add a 
new owner  

yes, progress | no, go back

I’m a solo 
entrepreneur  
jump to finish! FINISH!

https://www.facebook.com/groups/FMCWorldwide
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lock it up

____  I have protected my IP 

(logo, product packaging, trademarks, 

patents and copyrights)

If not: 3 steps that will get me closer

1.

2.

3.

____  I have a website privacy policy

If not: 3 steps that will get me closer

1.

2.

3.

____ I have posted all safety notices 

in my office for employees to see

If not: 3 steps that will get me closer

1.

2.

3.

____  I have contracts with clients

If not: 3 steps that will get me closer

1.

2.

3.

_____ I understand the difference 

between my hired employees and 

independent contractors

If not: 3 steps that will get me closer

1.

2.

3.

_____ I have spent some time in 

the FMC for any of the above that I 

haven’t yet checked off!

Checklist

https://www.facebook.com/groups/FMCWorldwide


18

Reflect and share with Jill

Share your thoughts at www.FoundingMoms.com/forum

https://www.facebook.com/groups/FMCWorldwide
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SPREAD THE Word: tweet it!

#1:
 Loved #theFMC video course on which legal entity works 4 my 

 #smallbusiness! Seen it yet? http://www.foundingmoms.com/fmc  
 Link shortcut: http://ctt.ec/9ibp5

#2:
 Hey #FoundingMoms, know what legal entity works for YOUR biz? 

 Share it with me! #theFMC   

 link shortcut: http://ctt.ec/PZdYB

#3:
 Thanks to #theFMC, I’m focused on finding the right legal entity 4 my 

 #business! Join me: https://foundingmoms.com/fmc

 link shortcut: http://ctt.ec/fy3dZ

https://www.facebook.com/groups/FMCWorldwide
http://ctt.ec/9ibp5
http://ctt.ec/PZdYB
http://ctt.ec/fy3dZ
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