Story
It was a pleasure meeting with all of you last week regarding your new business. As I understood
our discussion, you have developed ExpertWineHunter, a software application that will connect a
community of wine connoisseurs with each other. The app will also direct them to different wine bars
where they may find their favorite wines and also direct them to retail stores that carry the specific wines
in which they are interested. I also understand that you intend to use the mark “ExpertWineHunter” for
your products and your business name. Further, you said that each of you contributed equally to the
development of the ExpertWineHunter name and the underlying software code. Finally, you also
mentioned that you will prepare an agreement that addresses the confidentiality of trade secrets and
ownership of intellectual property.
On behalf of Jaegers Investments, LLC (“JILLC”), I am very interested in learning more about
ExpertWineHunter and the entity that you have formed to advance it in the marketplace. Please
understand that this is not a term sheet or a letter of intent. Rather, it is an opportunity for you to
convince me that JILLC should pursue negotiations for a future investment in your business. Thus,
nothing in this document is binding upon JILLC or upon any of you. Instead, any obligations on any of us
shall be wholly contingent upon the negotiation and execution of various final agreements and other
documents that clearly set forth the nature and extent of any agreement between us. The negotiation
and execution of such future documents will come, if at all, only after JILLC receives your response to
this letter. I will refer to your response to this letter as the “Project”. The Project should be in the form
of a letter such as this and should address my queries below. Any future investment by JILLC is
contingent entirely upon my sole judgment and approval of the Project, and none of us shall be required
to enter into any such future agreements regardless of my judgment or approval of your Project. 
Before investing, I want to ensure that you (as the initial founders) have addressed and thought
about several important matters.
Question: Specifically, (1) tell me what kind of business entity you intend to form
REVISED ANSWER 
ExpertWineHunter will be set up as a Limited Liability Company (LLC) (ExpertWineHunter.Co). It was necessary and beneficial to form a business entity for the following reasons. First, considered as a distinct legal person, a business entity could protect us as business owners. That is, when made with a legitimate purpose, actions taken on behalf of ExpertWineHunter won't expose us to liability. any lawsuits or debts of the company cannot affect the members or investors unless an individual personally chooses to engage in illegal actions within the company. There are tax benefits associated with choosing the LLC business entity. The profits and losses in this type of entity are passed to the members based on the proportions of their share interest in the organization. there is hence more profit and no corporate and business taxes available due to the lack of tax payments for LLCs. The LLCs can also have as many members as the company wants. This gives it chance to attract a wide range of investors. Since ExpertWineHunter was created by five of us and each of us contributed equally to it, starting the business would require a capital boost. The business entity allows as many investors to help with the need for financing especially stage of the product development when no profit can be generated
Then, we decided to set up an LLC instead of other forms of entities for the following benefits. First, a corporate entity is separate from owners, or shareholders, and offers us limited liability protection. The LLC entity comes with better tax rules as they are not subjected to the payment of corporate and business taxes. This means the profits paid by ExpertWineHunter to its shareholders as dividends will be higher than choosing a corporation that is subject to taxation. The shareholders will also not be taxed on the retained earnings or profits unless they receive dividends from the company. The LLCs allow the issuance of bonds to investors. As the shares of the LLCs are not sold to shareholders, they allow the issuance of bonds which can be paid upon maturity. This can give the ExpertWineHunter an opportunity to raise more funds which can help with its growth in the long-run. 
[bookmark: _GoBack]Finally, we believe that it's better to plan for the IPO in advance, and in the case of IPO, we can't choose S-Corp because of the 100-shareholder limit and to avoid double taxation. However, an LLC will have an advantage due to the unlimited number of members allowed in the company. The taxation rules are more favorable in an LLC than other entities like a C-Corp which makes it a more efficient choice. The limited liability nature of the entity also protects the owners from any risks posed by debts or lawsuits against the company. This will help in protecting the ExpertWineHunter shareholders and investors from any possible liabilities. In all, we selected LLC as the form of the entity as we can limit our exposure to the liabilities, have more favorable taxation rules, and attract more investors from Venture Capitals.

