
ENTITY SELECTION
SIMPLIFIED

Helping you Create, Manage, Protect & Distribute Wealth®

NAVIGATING BUSINESS STRUCTURES

https://assetstrategy.com/
https://assetstrategy.com/


Introduction
For-Profit Business Structures

Sole Proprietorship
General Partnership (GP)
Limited Partnership (LP)
Limited Liability Partnership (LLP)
Limited Liability Company (LLC)
Series LLC
C Corporation (C-Corp)
S Corporation (S-Corp)
Cooperative (Co-op)
Professional Corporation (PC)
Joint Venture (JV)
Closely Held Corporation (Close Corporation)
Employee Stock Ownership Plan (ESOP)
Benefit Corporation (B Corp)
Public Benefit Corporation (PBC)
Corporation Sole
Franchise

Nonprofit Business Structures
Nonprofit Organization (Non-Prof)
Mutual Benefit Corporation

Real Life Examples of Each
Conclusion
Disclosures
Contact

Page 3:
Page 4:
Page 5:
Page 6:
Page 7:
Page 8:
Page 9:
Page 10:
Page 11:
Page 12:
Page 13:
Page 14:
Page 15:
Page 16:
Page 17:
Page 18:
Page 19:
Page 20:
Page 21:
Page 22:
Page 23:
Page 24:
Page 25:
page 26:
page 27:
page 28:

Page 2

Table of Contents



Key Considerations in Choosing a Business Entity

Liability
Protection

Taxation
Compliance and
Administrative
Requirements

Control and
Management

Funding and
Capital Raising

Choosing the Right Business Entity:
Embarking on the journey of entrepreneurship is both
exhilarating and challenging.  Among the many decisions
you'll face, selecting the appropriate business entity stands as
one of the most pivotal. This choice not only influences your
day-to-day operations but also has profound implications for
your personal liability, taxation, and compliance obligations.
Understanding the nuances of each business structure is
essential to align with your vision and goals.

Page 3

The Significance of Business Structure:
The business structure you adopt serves as the legal framework for your enterprise. It dictates how
profits are distributed, how decisions are made, and the degree of personal risk you're exposed to.
Moreover, it affects your ability to raise capital, the complexity of required paperwork, and the
manner in which your business is perceived by clients, investors, and regulatory bodies.

Introduction

https://assetstrategy.com/


Page 4

For-Profit
Business
Structures

Section

01
A for-profit business is a type of business that operates with the primary goal of earning profit
for its owners, shareholders, or stakeholders. 

These businesses engage in commercial activities, producing goods or services, and the income
generated is typically distributed as profit to the owners, investors, or reinvested into the
company to support growth and operations. 

The main aim is to maximize revenue and provide a return on investment for those involved in
the business, whether they are individual owners, partners, or shareholders.
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Advantages of Sole Proprietorships

Simplicity and Low Cost: Starting a sole proprietorship is straightforward and cost-effective, often requiring
minimal paperwork and fees.

Complete Control: The owner has full authority over all business operations and decisions, allowing for agility
and swift decision-making.

Tax Benefits: Business income is reported on the owner's personal tax return, avoiding the double taxation that
can occur in corporations. Owners can deduct business expenses directly, potentially reducing taxable income.

Disadvantages of Sole Proprietorships

Unlimited Personal Liability: There is no legal separation between personal and business assets, meaning the
owner's personal assets are at risk if the business incurs debt or legal issues.

Challenges in Raising Capital: Sole proprietors may find it difficult to secure financing, as investors and
lenders often prefer businesses with formal structures like corporations or limited liability companies.

Sustainability Concerns: The business's continuity is directly tied to the owner's involvement. In the event of
the owner's illness, retirement, or death, the business may face challenges in continuing operations.
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A sole proprietorship is the simplest and most common form of business ownership, where a single
individual owns and operates the enterprise without any legal distinction between the owner and the
business. This structure is favored for its ease of setup and straightforward management.

How Sole Proprietorships Work:
Establishing a sole proprietorship involves minimal formalities. Typically, the owner may need to
obtain necessary licenses or permits specific to their industry and locale. If operating under a name
different from the owner's legal name, registering a "Doing Business As" (DBA) name might be
required. In this structure, the owner has complete control over all business decisions and retains all
profits... but they also bear full responsibility for any debts and liabilities incurred by the business.

Ideal Candidates for Sole Proprietorships:
They are ideal for individuals launching small, low-risk businesses. This structure suits freelancers,
consultants, artisans, and service providers who value simplicity and direct control over their
operations. However, it's important to note that sole proprietors face unlimited personal liability and
may encounter challenges in scaling their businesses. Therefore, it's crucial to carefully assess your
business goals and risk tolerance to determine if a sole proprietorship aligns with your objectives.

Sole ProprietorshipS
P
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Advantages of General Partnerships

Ease of Formation: Gaining access to a partner's knowledge and expertise can enhance the business's
performance and decision-making.

Simplified Taxation: General partnerships benefit from pass-through taxation, where taxes on the business's
profits or losses pass through the business entity directly to the business owners' personal taxes.

Combined Resources and Expertise: Pooling resources and skills can lead to more efficient operations and
innovative solutions.

Disadvantages of General Partnerships

Unlimited Personal Liability: Each partner is personally liable for the business's debts and legal obligations,
putting personal assets at risk.

Potential for Disputes: Differences in opinions or management styles can lead to conflicts, potentially harming
the business.

Shared Profits: Profits must be divided among partners, which can lead to disagreements if contributions are
perceived as unequal.
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General Partnership (GP):
A General Partnership (GP) is a business structure where two or more individuals co-own and operate
a business, sharing responsibilities, profits, and liabilities equally. This arrangement is
straightforward to establish, often requiring no formal registration—though a written partnership
agreement is advisable to outline roles and expectations.

How GPs Work:
In a GP, each partner actively participates in the management of the business. Decisions are typically
made collectively, and any partner can bind the partnership to contracts or obligations. Profits and
losses pass through to the partners' personal tax returns, avoiding corporate taxation.

Ideal Candidates for General Partnerships:
General Partnerships are suitable for small businesses where partners have a high level of trust and a
shared vision. They are common among professionals like lawyers, accountants, and consultants who
wish to combine their expertise and resources.

G
P General Partnership
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Advantages of Limited Partnerships

Attracting Investment: LPs can draw investors who seek to contribute capital without involving themselves in
management, thereby facilitating the accumulation of funds for large projects.

Pass-Through Taxation: LPs benefit from pass-through taxation, where profits and losses are reported on
partners' personal tax returns, avoiding corporate tax levels.

Limited Liability for Investors: Limited partners enjoy liability protection, risking only their invested capital,
which makes LPs appealing for those unwilling to assume full business liability.

Disadvantages of Limited Partnerships

Unlimited Liability for General Partners: General partners are personally liable for the partnership's debts and
legal issues, potentially putting their personal assets at risk.

Limited Control for Limited Partners: Limited partners have no say in daily operations, and if they become too
involved, they risk losing their limited liability status.

Complex Formation and Compliance: Establishing an LP requires formal registration and adherence to state
regulations, which can be more complex than forming a general partnership.
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Limited Partnerships (LP):
A Limited Partnership (LP) is a business structure that includes at least one general partner and one or
more limited partners. General partners manage the business and assume unlimited liability for its
debts, while limited partners contribute capital and have liability limited to their investment, without
participating in daily operations.

How LPs Work:
In an LP, general partners handle management duties and make strategic decisions, bearing full
responsibility for the partnership's obligations. Limited partners act as passive investors, providing
financial support without engaging in management. This structure allows limited partners to invest in
ventures without the risk of personal liability beyond their initial contribution. 

Ideal Candidates for Limited Partnerships:
LPs are well-suited for businesses seeking to combine managerial expertise with investment capital.
They are commonly used in real estate ventures, film production, and other projects where investors
prefer a passive role. Entrepreneurs looking to attract capital without relinquishing control may find
the LP structure advantageous.

L
P Limited Partnership
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Limited Liability Partnerships (LLP):
​A Limited Liability Partnership (LLP) is a business structure that combines elements of partnerships
and corporations, offering flexibility in management and limited liability protection to its partners. In
an LLP, partners are not personally liable for the misconduct or negligence of other partners,
distinguishing it from traditional partnerships.

How LLPs Work:
Establishing an LLC involves filing articles of organization with the appropriate state authority and
drafting an operating agreement that outlines the management structure and operational guidelines.
LLCs offer flexibility in management, allowing members to manage the company themselves or
appoint external managers. Additionally, LLCs can choose their tax classification, opting to be taxed as
a sole proprietorship, partnership, S corporation, or C corporation, depending on what best suits the
business's needs. 

Ideal Candidates for a Limited Liability Partnerships:
​LLPs are ideal for professional service firms—such as law practices, accounting firms, and consulting
businesses—where partners seek active management roles while protecting personal assets.

Advantages of Limited Liability Partnerships

Limited Personal Liability: Partners are protected from personal liability for business debts and the actions of
other partners, safeguarding personal assets.

Flexibility in Management: LLPs offer flexibility in terms of business ownership. Managerial duties can be separated
based on experience, as partners have the authority to decide how they will contribute to business operations.

Pass-Through Taxation: LLPs benefit from pass-through taxation, where profits and losses are reported on
partners' personal tax returns, avoiding corporate tax levels. 

Disadvantages of Limited Liability Partnerships

Regulatory Variations: The extent of liability protection and operational regulations for LLPs can vary
significantly between jurisdictions, potentially leading to legal complexities.

Public Disclosure Requirements: LLPs may be required to publicly disclose financial information, which could
be a concern for businesses preferring privacy.

Limited Recognition: Not all states or countries recognize LLPs, which can restrict the ability to operate
seamlessly across different regions.

L
L
P Limited Liability Partnership
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Limited Liability Company (LLC):
​A Limited Liability Company (LLC) is a business structure that combines the liability protection of a
corporation with the tax benefits and operational flexibility of a partnership. This hybrid model allows
owners, known as members, to shield their personal assets from business debts and liabilities. 

How LLCs Work:
​Establishing an LLC involves filing articles of organization with the state and creating an operating
agreement to define management and operations. LLCs offer flexible management structures,
allowing members to manage directly or appoint managers. They can also choose their tax
classification, opting to be taxed as a sole proprietorship, partnership, S corporation, or C corporation,
depending on what best suits the business's needs. 

Ideal Candidates for Limited Liability Companies:
​LLCs are well-suited for small to medium-sized businesses seeking liability protection and
operational flexibility. They are ideal for entrepreneurs who wish to avoid corporate formalities while
safeguarding personal assets. However, businesses aiming to attract significant investment or go
public may find corporate structures more advantageous.

Advantages of Limited Liability Companies

Limited Liability Protection: Members are generally not personally liable for business debts, safeguarding
personal assets from potential business losses or legal actions.

Tax Flexibility: LLCs can benefit from pass-through taxation, where profits and losses are reported on
members' personal tax returns, avoiding double taxation. Alternatively, they can elect to be taxed as a
corporation if advantageous.

Simplified Compliance: Compared to corporations, LLCs typically face fewer regulatory requirements and less
stringent record-keeping obligations, making them easier to maintain.

Management Flexibility: LLCs allow for a flexible management structure, enabling members to decide how the
business is run, either by themselves or by appointed managers.

Disadvantages of Limited Liability Companies

Self-Employment Taxes: Members may be subject to self-employment taxes, which can be higher than
traditional employment taxes.

Challenges in Raising Capital: LLCs may find it more difficult to attract investors compared to corporations, as
they cannot issue stock.

Variation in State Laws: The regulations governing LLCs can vary significantly between states, potentially
leading to complexities for businesses operating in multiple jurisdictions.

L
L
C Limited Liability Company
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Series LLC:
A Series Limited Liability Company (Series LLC) is a unique structure that allows a parent LLC (the
"master" LLC) to create multiple, distinct divisions or "series," each with its own assets, liabilities,
members, and operations. This allows businesses to separate different business lines or investment
portfolios under one overarching LLC, streamlining management and potentially reducing costs.

How Series Limited Liability Companies Work:
A Series LLC works by forming a "master" LLC that houses separate series within it. Each series can
operate independently with its own structure, but they all share the same parent LLC. Each series can
own assets, enter into contracts, and have its own liabilities, ensuring that liabilities from one series
don’t affect the others. This structure can be ideal for businesses with multiple operations or
investment portfolios that need to segregate risk.

Ideal Candidates for Series Limited Liability Companies:
Series LLCs are ideal for businesses with multiple operations or investments, such as real estate,
franchising, and holding companies, where liability separation and cost efficiency are priorities.
However, due to varying state laws and potential complexities, businesses should consult legal and
financial advisors to determine if a Series LLC is the best fit for their needs.

Series Limited Liability Company

Advantages of Series Limited Liability Companies

Liability Protection: Each series is protected from the liabilities of other series, offering a layer of security for
assets and operations.

Cost Efficiency: Establishing a Series LLC can be more affordable than setting up multiple separate LLCs, as it
involves fewer filing fees and reduced administrative expenses.

Operational Flexibility: Each series can have its own management structure, offering tailored solutions for
different assets or business lines.

Disadvantages of Series Limited Liability Companies

Limited State Recognition: Not all states recognize Series LLCs, and those that do may have different
regulatory requirements, complicating multi-state operations.

Legal Uncertainty: As the Series LLC structure is still evolving, there may be legal uncertainties regarding its
liability protection and treatment in some jurisdictions.

Complex Administration: Managing multiple series requires careful record-keeping and compliance, adding an
administrative burden.

SLL
C
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C Corporation (C Corp):
​A C Corporation (C Corp) is a legal business structure where the owners, known as shareholders, are
separate from the entity itself. This separation provides limited liability protection, meaning
shareholders are typically not personally responsible for the corporation's debts and liabilities.

How C Corps Work:
C Corporations are established under state laws and are recognized as separate taxable entities. They
can own property, enter into contracts, sue, and be sued independently of their shareholders. The
corporation's profits are taxed at the corporate level, and any dividends distributed to shareholders
are taxed again at the individual level, leading to double taxation.

Ideal Candidates for C Corporations:
C Corporations are often suitable for businesses seeking to raise substantial capital, particularly those
planning to go public or attract significant investment. The ability to issue various types of stock and
the limited liability protection make this structure appealing to larger enterprises. However, the
complexities and costs associated with C Corps may not be ideal for smaller businesses or startups
with limited resources.

Advantages of C Corporations

Limited Liability Protection: Shareholders' personal assets are protected from the corporation's debts and
legal actions.

Ability to Raise Capital: C Corps can issue multiple classes of stock, attracting a broad range of investors and
facilitating capital accumulation.

Perpetual Existence: The corporation continues to exist even if ownership or management changes, ensuring
business continuity.

Employee Benefits: C Corps can offer various employee benefits, such as stock options and retirement plans,
which can be tax-deductible.

Disadvantages of C Corporations

Double Taxation: Profits are taxed at both the corporate level and again as dividends on shareholders'
personal tax returns.

Regulatory Requirements: C Corps face stringent regulatory obligations, including regular reporting and
compliance costs.

Formation and Maintenance Costs: Establishing and maintaining a C Corp involves higher costs and
administrative efforts compared to other business structures.

CC C Corporation
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S Corporation (S Corp):
​An S Corporation (S Corp) is a special designation that allows a corporation to pass its income, losses,
deductions, and credits directly to shareholders for federal tax purposes. This structure combines the
legal protections of a corporation with the tax benefits of a partnership.​

How S Corps Work:
To elect S Corp status, a business must first be registered as a corporation or a limited liability
company (LLC). The entity then files IRS Form 2553, "Election by a Small Business Corporation,"
signed by all shareholders. Once approved, the S Corp status allows income and losses to flow through
to shareholders' personal tax returns, avoiding double taxation.

Ideal Candidates for S Corporations:
S Corporations are particularly beneficial for small to medium-sized businesses seeking liability
protection and tax efficiency. They are ideal for businesses with a limited number of shareholders who
meet eligibility criteria and prefer pass-through taxation. However, businesses planning significant
growth, attracting venture capital, or issuing multiple classes of stock may find the restrictions limiting.

S
C S Corporation

Advantages of S Corporations

Pass-Through Taxation: S Corps avoid the double taxation faced by C Corporations. Income is taxed at the
shareholder level, not at the corporate level.

Limited Liability Protection: Shareholders' personal assets are protected from business debts and liabilities,
similar to other corporate structures.

Potential Tax Savings on Self-Employment Taxes: Shareholders who work as employees can receive
salaries and may reduce self-employment tax liability on the remaining income.

Disadvantages of S Corporations

Strict Eligibility Requirements: S Corps can have no more than 100 shareholders, and all must be U.S.
citizens or residents. They can only issue one class of stock.

Operational Formalities: Despite pass-through taxation, S Corps must adhere to corporate formalities,
including regular meetings and record-keeping.

IRS Scrutiny: The IRS closely examines S Corps to ensure reasonable salaries are paid to shareholder-
employees, aiming to prevent avoidance of employment taxes.
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Cooperative (Co-op):
​A cooperative (co-op) is a member-owned and democratically controlled business entity designed to
meet the common economic, social, and cultural needs of its members. Operating on principles of
mutual assistance, cooperatives empower individuals by providing a platform for collective action and
shared benefits.

How Cooperatives Work:
Cooperatives function on a one-member, one-vote system, ensuring equal participation in decision-
making processes regardless of individual investment size. Members contribute to the cooperative's
capital and operations, and in return, they benefit from the services provided, such as shared marketing,
purchasing power, or access to resources. Profits are typically reinvested into the cooperative or
distributed among members based on their level of participation or usage of the co-op's services.

Ideal Candidates for Cooperatives:
Cooperatives are ideal for individuals or businesses seeking collective bargaining, shared resources, and
democratic governance, especially in sectors like agriculture, retail, housing, and artisan crafts.
However, they may not be suitable for those needing centralized control or quick decision-making due
to the focus on consensus and member participation.

Cooperative

Advantages of Cooperatives

Lower Costs: By pooling resources, members can access goods and services at reduced prices, benefiting
from economies of scale.

Democratic Control: Each member has an equal say in major decisions, fostering a sense of community and
shared purpose.

Stability: Cooperatives often exhibit resilience during economic fluctuations, as their focus is on member
welfare rather than maximizing profits.

Access to Resources: Members can benefit from shared resources, such as marketing efforts or bulk
purchasing, which might be unaffordable individually.

Disadvantages of Cooperatives

Limited Operational Control: Decision-making processes can be slower due to the need for consensus among
members, potentially hindering responsiveness.

Capital Acquisition Challenges: Raising capital can be more difficult, as investors may be deterred by the
cooperative's democratic structure and limited profit distribution.

Potential for Internal Conflict: Diverse member interests and opinions can lead to disputes, affecting the
cooperative's cohesion and effectiveness.

C
Op
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Professional Corporation (P-Corp):
​A Professional Corporation (PC) is a specialized business entity designed for licensed professionals—such
as doctors, lawyers, accountants, and engineers—to provide their services within a corporate framework.

How Professional Corporations Work:
PCs operate similarly to standard corporations but are tailored for licensed professionals. Formation
involves filing articles of incorporation with the appropriate state authorities and adhering to specific
regulations governing professional practices. Ownership is typically restricted to individuals licensed
in the specific profession, ensuring that all shareholders are qualified to provide the professional
services offered by the corporation. Additionally, PCs may elect to be taxed as S Corporations, allowing
income to pass through to shareholders' personal tax returns and potentially avoid double taxation.

Ideal Candidates for Professional Corporations:
PCs are particularly suitable for licensed professionals seeking the benefits of incorporation, such as
limited liability protection and potential tax advantages. They are ideal for practices anticipating growth,
requiring investment, or aiming to formalize their business structure. 

Professional Corporation

Advantages of Professional Corporations

Limited Liability Protection: Shareholders are generally protected from personal liability for the corporation's
debts and obligations. However, this protection does not extend to personal malpractice or negligence.

Tax Benefits: May deduct business expenses and in some cases, avoid double taxation by electing S-Corp status.

Enhanced Credibility: Operating as a PC can enhance a professional's credibility, signaling a commitment to
formal business practices and potentially attracting more clients.

Continuity and Transferability: Can continue to exist beyond the involvement of original shareholders, and
ownership interests may be transferable, subject to state laws and professional regulations.

Disadvantages of Professional Corporations

Double Taxation: If the PC is taxed as a C Corporation, it may face double taxation—once at the corporate
level and again on dividends received by shareholders.

Regulatory Restrictions: Ownership and operational practices are subject to strict state regulations.

Administrative Requirements: Maintaining a PC requires adhering to corporate formalities, like regular
meetings and detailed record-keeping, which can be administratively burdensome.

Limited Liability Scope: While PCs offer liability protection, this does not cover personal malpractice or
negligence, meaning professionals are still personally liable for their own actions.

P
C

https://assetstrategy.com/


Page 15

Joint Venture (JV):
​A Joint Venture is a business arrangement where two or more parties collaborate, pooling their
resources and expertise to achieve specific objectives while sharing profits, losses, and control. This
allows entities to undertake projects or enter markets that might be challenging independently.

How Joint Ventures Work:
In a JV, partners contribute assets—such as capital, technology, or market access—to a separate entity
or a contractual agreement. The venture operates with defined goals, timelines, and governance
structures, with each partner maintaining their separate legal status. Upon achieving the JV's
objectives, the partnership may dissolve or continue with renewed goals.

Ideal Candidates for Joint Ventures:
Joint ventures are particularly beneficial for businesses aiming to expand their reach, share risks, or
access new technologies without bearing the full burden alone. They are suitable for companies looking
to enter foreign markets, undertake large-scale projects, or combine complementary strengths.
However, it's crucial for potential partners to conduct thorough due diligence, establish clear
agreements, and ensure alignment of strategic goals to mitigate potential challenges.

J
V Joint Venture

Advantages of Joint Ventures

Shared Resources and Expertise: Combining strengths allows partners to tackle larger projects and innovate effectively.

Market Expansion: JVs enable entry into new markets by leveraging local knowledge and established
distribution channels.

Risk and Cost Sharing: Partners distribute financial and operational risks, making ambitious projects more feasible.

Enhanced Capacity: Pooling resources can increase production capabilities and operational efficiency.

Disadvantages of Joint Ventures

Management Challenges: Differing cultures and management styles can lead to conflicts and inefficiencies.

Shared Control: Decision-making authority is divided, which can slow processes and lead to disagreements.

Profit Sharing: Earnings must be divided among partners, potentially limiting individual returns.

Confidentiality Risks: Sharing proprietary information can lead to concerns about intellectual property protection.
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Closely Held Corporation (Close Corporation):
​A closely held corporation, also known as a close corporation, is a business entity where a small group
of shareholders maintains significant control over the company's operations and decision-making
processes. Typically, these corporations are private, with shares not publicly traded, and are often
family-owned or managed by a limited number of investors.

How Closely Held Corporations Work:
In closely held corporations, shares are usually held by a few individuals, allowing for streamlined
decision-making without the complexities found in publicly traded companies. Ownership and
management are often intertwined, with shareholders actively involved in daily operations. These
corporations may elect to be taxed as S corporations, enabling income to pass through to
shareholders' personal tax returns and avoid double taxation. 

Ideal Candidates for Closely Held Corporations:
Entrepreneurs seeking substantial control over their business operations, along with privacy and
flexibility, may find the closely held corporation structure advantageous. This model is particularly
suitable for family businesses, professional practices, or small to medium-sized enterprises aiming for
streamlined management without the complexities of public ownership. However, it's essential to
consider the challenges in raising capital and transferring ownership when evaluating this structure.

Closely Held Corporation

Advantages of Closely Held Corporations

Enhanced Control: Shareholders have significant influence over decisions, leading to agile management.

Operational Flexibility: Fewer formalities and regulatory requirements allow for adaptability.

Privacy: Limited disclosure obligations help maintain confidentiality regarding financial and operational matters.

Long-Term Focus: With a stable shareholder base, the corporation can prioritize long-term goals over short-
term market pressures.

Disadvantages of Closely Held Corporations

Capital Acquisition Challenges: Raising funds can be difficult due to the absence of public share offerings,
relying instead on shareholder contributions and retained earnings.

Liquidity Constraints: Selling shares may be challenging, as there is no public market, and transfer restrictions
are often in place.

Potential for Management Disputes: Close involvement of shareholders in management can lead to conflicts if
disagreements arise.

C
H
C
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Employee Stock Ownership Plan (ESOP):
​An Employee Stock Ownership Plan (ESOP) is a retirement plan that provides employees with
ownership interest in the company through the allocation of shares. Established as a qualified benefit
plan under U.S. law, ESOPs serve as both an employee benefit and a corporate finance strategy. 

How Employee Stock Ownership Plans Work:
In an ESOP, a company sets up a trust fund into which it contributes new shares of its stock or cash to
buy existing shares. Shares are allocated to individual employee accounts based on a formula, often
considering factors like salary or years of service. Employees typically become vested over time,
gaining full ownership of their allocated shares after meeting certain tenure requirements. Upon
leaving the company, employees can sell their shares back to the company or on the open market,
depending on the company's structure.

Ideal Candidates for Employee Stock Ownership Plans:
ESOPs are particularly beneficial for closely held companies aiming to provide employees with
retirement benefits while facilitating ownership transition. They are also advantageous for businesses
seeking to enhance employee engagement and productivity through shared ownership. However, due to
their complexity and costs, ESOPs are best suited for companies with sufficient resources to manage the
plan effectively.

Employee Stock Ownership Plan 

Advantages of Employee Stock Ownership Plans

Enhanced Employee Motivation and Productivity: By offering employees a stake in the company's success,
ESOPs can boost motivation, leading to increased productivity.

Tax Benefits: ESOPs provide significant tax advantages for both the company and employees. Contributions to
the ESOP are tax-deductible, and employees do not pay taxes on the contributions until they receive a
distribution from the plan.

Succession Planning: For business owners looking to transition out of the company, ESOPs offer a viable exit
strategy, allowing employees to gradually take over ownership.

Disadvantages of Employee Stock Ownership Plans

Costs and Complexity: Establishing and maintaining an ESOP can be costly and complex, requiring ongoing
administrative and legal support.

Financial Risk Concentration: Employees' retirement savings are tied to the company's stock performance,
potentially exposing them to financial risk if the company underperforms.

Potential Impact on Company Culture: Transitioning to an ESOP may alter company culture, as employees
become shareholders with vested interests, which could lead to changes in dynamics and expectations.

ES
O
P
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Benefit Corporation (B Corp):
​​A B Corporation is a for-profit company certified by the nonprofit organization B Lab to meet rigorous
standards of social and environmental performance, accountability, and transparency. This
certification shows a company's commitment to balancing profit with purpose, considering the
impact on workers, customers, suppliers, community, and the environment.

How Benefit Corporations Work:
To become a certified B Corp, a company must complete B Lab's Impact Assessment, achieving a
minimum score of 80 out of 200 points.

Ideal Candidates for Benefit Corporations:
B Corporation status is particularly beneficial for businesses aiming to demonstrate a strong
commitment to social and environmental responsibilities. It appeals to companies that:​

Seek to differentiate themselves in the marketplace through verified ethical practices.​
Wish to attract and retain employees who value purpose-driven work.​
Desire to join a community of businesses dedicated to positive global impact.​

However, businesses should carefully weigh the certification's costs, resource requirements, and the
need for ongoing transparency before pursuing B Corp status.

Benefit Corporation

Advantages of Benefit Corporations

Enhanced Reputation: Certification differentiates a company as a leader in social and environmental
responsibility, potentially attracting customers, employees, and investors who prioritize ethical practices.

Attraction and Retention of Talent: Employees are often drawn to organizations that align with their personal
values, leading to higher satisfaction and retention rates.

Access to a Supportive Community: B Corps join a global network of like-minded businesses, providing
opportunities for collaboration, learning, and shared resources.

Improved Risk Management: By adhering to comprehensive standards, B Corps may better anticipate and
mitigate operational and reputational risks.

Disadvantages of Benefit Corporations

Certification Costs and Effort: Time-consuming process that may require significant resources to meet standards.

Ongoing Scrutiny: Certified B Corps are subject to public reporting and continuous evaluation.

No Tax Benefits: B Corps do not receive tax exemptions; they are subject to standard corporate taxation.

Potential for Greenwashing Accusations: Companies must ensure genuine adherence to standards to avoid
perceptions of superficial compliance.

B
C
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Public Benefit Corporation:
​A Public Benefit Corporation (PBC) is a type of for-profit entity that integrates a specific public benefit
into its business model, balancing profit generation with positive social or environmental impact. This
hybrid structure allows companies to pursue financial goals while addressing broader societal issues.

How Public Benefit Corporations Work:
PBCs operate like traditional corporations but are legally obligated to consider the impact of their
decisions on various stakeholders, including shareholders, employees, customers, and the
community. They must identify one or more public benefits and report on their progress annually,
ensuring transparency and accountability in achieving these goals.

Ideal Candidates for Public Benefit Corporations:
Entrepreneurs and businesses aiming to make a positive societal impact while maintaining profitability
may find the PBC structure advantageous. This model suits companies that wish to formalize their
commitment to social or environmental causes, attract investors and employees who share similar
values, and operate transparently regarding their impact. However, it's essential to assess the potential
challenges, such as balancing dual objectives and navigating regulatory landscapes, to determine if the
PBC structure aligns with the company's mission and operational capabilities.

Public Benefit Corporation

Advantages of Public Benefit Corporations

Mission Preservation: By embedding a public benefit into their charter, PBCs safeguard their social or
environmental missions against market pressures that might prioritize profit over purpose.

Attraction of Like-Minded Investors and Employees: The commitment to a public benefit can draw investors
and employees who are aligned with the company's values, fostering a dedicated and passionate team.

Enhanced Public Image: Operating with a clear social or environmental mission can enhance a company's
reputation, building trust and loyalty among consumers and the community.

Disadvantages of Public Benefit Corporations

Potential for Conflicting Objectives: Balancing profit motives with public benefits can lead to conflicts,
especially when decisions favoring one may compromise the other.

Increased Reporting Requirements: PBCs are mandated to produce annual benefit reports detailing their
social and environmental performance, which can be resource-intensive to prepare.

Limited Availability: Not all jurisdictions recognize the PBC structure, potentially limiting the company's
operational reach or requiring registration in multiple states.

PBC
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Corporation Sole:
A Corporation Sole is a unique legal entity consisting of a single ("sole") incorporated office, occupied
by a single ("sole") natural person. This structure ensures legal continuity, allowing positions to pass
seamlessly from one officeholder to the next, with each successor possessing identical powers and
responsibilities as their predecessors.

How Corporation Soles Work:
In a Corporation Sole, the officeholder legally embodies the corporation, holding title to assets and
bearing responsibilities associated with the position. Upon the officeholder's departure, the
corporation continues, with the incoming officeholder automatically assuming the role, along with its
associated assets and obligations. This continuity is particularly beneficial for entities requiring
perpetual succession, such as religious institutions.

Ideal Candidates for Corporation Soles:
Corporation soles are particularly beneficial for religious organizations, monarchies, or entities
where leadership continuity is essential. They provide a framework that ensures the seamless
transition of authority and management, which is vital for maintaining institutional stability and
fulfilling ongoing missions. However, due to their specialized nature, they are not typically used for
general business purposes. 

CS Corporation Sole

Advantages of Corporation Soles

Continuity of Leadership: The position's legal continuity ensures uninterrupted leadership, which is crucial for
organizations like churches or monarchies.

Simplified Asset Management: Assets held by the corporation sole remain under the entity's control,
facilitating straightforward management and transfer upon succession.

Legal and Fiscal Consistency: The perpetual nature of a corporation sole provides stability in legal and
financial matters, aiding in long-term planning and operations.

Disadvantages of Corporation Soles

Limited Applicability: Corporation soles are primarily suited for specific entities like religious organizations;
their use in other contexts may be impractical or unsupported by law.

Potential for Abuse: Without proper oversight, the concentrated power in a single officeholder could lead to
misuse or mismanagement of assets.​

Complex Succession Planning: While continuity is an advantage, it requires meticulous planning to ensure
that successors are adequately prepared to assume the role's responsibilities.
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Franchise:
​A franchise is a business model where the owner of a trademark, brand name, or business model (the
franchisor) grants another party (the franchisee) the right to operate a business under the franchisor's
established brand and system. In exchange, the franchisee pays an initial fee and ongoing royalties.

How Franchises Work:
Franchising operates through a contractual relationship between the franchisor and franchisee. The
franchisor provides the franchisee with the rights to use its brand, trademarks, and business model. In
return, the franchisee agrees to operate their business in accordance with the franchisor's established
guidelines and standards, ensuring consistency across all franchise locations.

Ideal Candidates for Franchises:
Franchising is suitable for individuals seeking to operate a business with a lower risk profile, leveraging
an established brand and support system. It benefits entrepreneurs who prefer a structured business
environment with defined operational procedures. However, those desiring greater autonomy in
business operations may find franchising's constraints limiting. Additionally, businesses aiming for
rapid expansion with reduced capital investment might consider franchising as a growth strategy.

Franchise

Advantages of Franchises

Established Brand Recognition: Franchisees benefit from operating under a recognized brand, which can attract
customers more readily than an independent startup.

Proven Business Model: Franchises offer a tested and refined business system, reducing the new business risks.

Training and Support: Franchisors typically provide comprehensive training and ongoing support to
franchisees, aiding in smoother operations and adherence to brand standards.

Easier Access to Financing: Lenders may be more willing to finance franchise businesses due to their
established success rates and brand recognition.

Disadvantages of Franchises

Initial and Ongoing Costs: Franchisees are required to pay initial franchise fees and ongoing royalties.

Limited Operational Freedom: Franchisees must adhere to the franchisor's established guidelines.

Dependence on Franchisor's Reputation: The success of a franchise is closely tied to the franchisor's brand
image; negative publicity can affect all franchisees.

Potential for Conflicts: Differences in management style or business vision between franchisor and franchisee
can lead to disputes and operational challenges.

F
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Nonprofit
Business
Structures

Section

02
A nonprofit business (Not-For-Profit Business Structure) is a type of organization that operates
for purposes other than generating profit for its owners or shareholders.

The primary goal of a nonprofit is to serve a public, social, charitable, educational, or religious cause.

Any revenue generated by a nonprofit is reinvested into the organization's mission and
operations, rather than being distributed as profit to individuals.

Nonprofits often have tax-exempt status under IRS regulations (such as 501(c)(3) status) and
rely on donations, grants, and volunteer work to fund their activities.
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Advantages of Nonprofit Organizations

Tax Exemption: Qualified nonprofits are exempt from federal and, often, state income taxes, enhancing
financial resources available for their missions.

Limited Liability: Founders, directors, and officers typically enjoy limited personal liability, protecting personal
assets from the organization's debts and legal obligations.

Eligibility for Grants and Public Funding: Nonprofits can access various grants and public funding
opportunities, supporting program development and expansion.

Tax-Deductible Donations: Contributions made by donors are often tax-deductible, incentivizing charitable
giving and enhancing fundraising efforts.

Perpetual Existence: Nonprofits can continue operations indefinitely, beyond the involvement of original
founders, ensuring sustained impact over time.

Disadvantages of Nonprofit Organizations

Regulatory Scrutiny: Nonprofits are subject to strict regulatory standards and oversight.

Limited Control: Founders and directors may have less control over decision-making processes, as nonprofits
are governed by boards and must operate in the public's interest.

Profit Restrictions: Any surplus revenues must be reinvested into the organization's mission; profits cannot be
distributed to members or stakeholders.

Complex Formation and Maintenance: Establishing and maintaining nonprofit status involves navigating
complex legal and administrative procedures, which can be resource-intensive.
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Nonprofit Organization (Non-prof):
​A nonprofit organization is an entity established to pursue activities that serve the public interest,
such as charitable, educational, religious, or scientific purposes, rather than generating profit for
owners or shareholders.

How Nonprofit Organizations Work:
​Nonprofits reinvest surplus revenues into their missions to maintain tax-exempt status under Section
501(c)(3) of the Internal Revenue Code, which exempts them from federal income taxes and allows
donors to make tax-deductible contributions. 

Ideal Candidates for Non-Profit Organizations:
​Nonprofit organizations, dedicated to serving societal needs without pursuing personal profit, offer tax
exemptions and limited liability, making them ideal for individuals and groups committed to public
service and community enrichment. 

Nonprofit OrganizationN
P
O

https://assetstrategy.com/


Page 24

Mutual Benefit Corporation:
​A Mutual Benefit Corporation is a type of nonprofit organization in the United States formed primarily
to serve the mutual interests of its members, rather than the general public. These entities are distinct
from public-benefit nonprofits, which aim to serve the broader community. Common examples
include professional associations, homeowners' associations, trade associations, and social clubs.

How Mutual Benefit Corporations Work:
Mutual benefit corporations operate by collecting dues or fees from their members to fund activities
and services that directly benefit those members. Unlike public-benefit nonprofits, they do not qualify
for tax-exempt status under IRS 501(c)(3) because their services are not directed toward the general
public. Instead, they may seek exemption under other sections, such as 501(c)(4) or 501(c)(6),
depending on their specific activities.

Ideal Candidates for Mutual Benefit Corporations:
Mutual benefit corporations are ideal for groups seeking to provide specific services or benefits to their
members, such as professional associations offering networking opportunities and resources, or
homeowners' associations managing community amenities and enforcing neighborhood standards.
They are well-suited for entities focused on mutual aid, professional development, or shared interests,
where the primary goal is to serve the collective needs of the membership rather than the broader public.​

Mutual Benefit Corporation

Advantages of Mutual Benefit Corporations

Focused Mission: These organizations can tailor their services to meet the specific needs and interests of their
members, leading to high member engagement and satisfaction.​

Operational Flexibility: With fewer regulatory constraints compared to public-benefit nonprofits, mutual benefit
corporations have greater flexibility in their operations and activities.

Resource Pooling: By combining resources, members can access services or benefits that might be
unattainable individually, such as group insurance rates or collective bargaining power.

Disadvantages of Mutual Benefit Corporations

Limited Tax Benefits: Donations to mutual benefit corporations are generally not tax-deductible for donors, as
these organizations do not serve the public good.

Financial Sustainability: Reliance on member contributions means that financial stability is directly tied to
member retention and engagement; losing members can significantly impact funding.

Regulatory Compliance: While enjoying operational flexibility, these corporations must still adhere to state
laws governing nonprofit entities, which can be complex and vary by jurisdiction.
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Sole Proprietorship Freelance Graphic Designers

General Partnership (GP) Ben & Jerry's

Limited Partnership (LP) Bloomberg

Limited Liability Partnership (LLP) Latham & Watkins LLP

Limited Liability Company (LLC) Amazon

Series LLC Getty Images

C Corporation (C-Corp) Apple Inc.

S Corporation (S-Corp) The Cheesecake Factory

Cooperative (Co-op) Lake O’ Lakes

Professional Corporation (PC) Ernst & Young (EY)

Joint Venture (JV) Hulu

Closely Held Corporation (Close Corporation) Chick-fil-A

Employee Stock Ownership Plan (ESOP) Publix Super Markets

Benefit Corporation (B Corp) Patagonia

Public Benefit Corporation (PBC) Etsy

Corporation Sole Roman Catholic Archbishop of Boston

Franchise The National Football League

Nonprofit Organization (Non-Prof) The American Red Cross

Mutual Benefit Corporation Newman’s Own
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Real Life Examples

The information herein has been prepared for educational purposes only and does not constitute an offer to purchase or sell investments.
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Choosing the Right Business Entity:
Choosing the appropriate business entity is a pivotal decision that significantly influences various
aspects of a business's operations, from taxation and liability to management structure and funding
opportunities. The selection impacts daily operations, financial obligations, and the degree of personal
liability an owner assumes.
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In conclusion, selecting the right business entity is not merely a legal formality but a strategic decision
that shapes a company's future. It requires careful consideration of factors such as taxation, liability,
management structure, funding capabilities, and long-term goals. Consulting with legal and financial
professionals can provide tailored guidance, ensuring that the chosen structure aligns with the
business's objectives and provides a solid foundation for success.

Conclusion
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Work with a
Professional at
Asset Strategy
If you have questions about selecting the most suitable
business entity for your needs, we invite you to contact
Asset Strategy at (781) 235-4426 or visit our contact
page to schedule a complimentary 15-Minute Discovery
Call. Our team of experienced advisors is dedicated to
providing personalized guidance tailored to your
unique financial goals and circumstances.

Because investor situations and objectives vary this information is not intended to indicate suitability for
any individual investor.

This is for informational purposes only, does not represent legal or tax advice does not indicate suitability
for any particular investor, and does not constitute an offer to purchase or sell investments.

Advisory Services are offered through Asset Strategy Advisors, LLC (ASA), a SEC Registered
Investment Advisor. 

Securities offered through registered representatives of Concorde Investment Services, LLC. (CIS),
member of FINRA/SIPC. 

Insurance Services offered through Asset Strategy Financial Group, Inc. (ASFG). ASA, CIS, and ASFG
are independent of each other.
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Disclosures
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