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Entity Type Main Advantages Main Disadvantages

Sole Proprietorship

General Partnership

 + Easy and inexpensive to form
 + Simple to operate
 + Few administrative burdens
 + Owner may freely mix business and personal assets

 + Easy and inexpensive to form
 + Less administrative burdens than corporations
 + More sources of capital and more management resources than sole 

proprietorship
 + Limited partners have limited liability and pay no self-employment tax

 - Unlimited liability of owner
 - No continuity
 - All net income subject to self-employment tax
 - Limited sources of capital

 - Unlimited liability of general partners
 - No easy transfer of ownership interest
 - All net income of general partners is subject 

to self-employment tax

S Corporation

 + Limited liability of owners
 + Pass-through taxation
 + Perpetual life
 + Possibility of different shareholder rights
 + Easy to raise capital
 + Easy transfer of ownership interest
 + Distributions are exempt from self-employment taxes (assuming 

adequate compensation to employee-shareholders)

 - Administrative burdens and costs
 - More difficult to form and dissolve
 - Limits on type and number of shareholders
 - Restrictions on stock classes (common vs. 

preferred)
 - Profit/loss distributions are determined by 

percentage interest

Limited Liability 
Company

 + Pass-through taxation or corporate tax treatment
 + Limited liability of owners
 + Perpetual life
 + Easy transfer of ownership interest
 + No restrictions on ownership classes
 + Profit/loss distributions do not have to be based on percentage interest

 - Some administrative burdens and costs
 - Regulatory requirements vary from state to 

state 
 - Net income of active members is subject to 

self-employment tax

As you expand your business operations as a financial advisor or agent, you 
can quickly outgrow your existing organizational structure and feel the need 
to explore an alternative. To select the structure that best suits your needs, it 
is important for you to understand the pros and cons of each entity type.

Entity Structure 
Cheat Sheet
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In addition to choosing the correct entity type, use the following 
checklist to examine your relationship with your entity and assess 
your potential risks of an unfavorable IRS audit:

Entity Best 
Practices 
Checklist

Implement one of the following business structures:

 

Do not use funds personally (e.g. corporate loans for personal 
benefit).

Ensure that your business exists as a separate legal entity (e.g. 
hold annual board meetings and document your business actions). 
If possible, have outside parties on the board.

Involve a team of third-party experts (SRG as industry expert, local 
attorney & CPA) to assist in the completion of contracts, annual 
salary reviews, and notarize all documents.

Consult with broker dealer/custodian/insurance company 
regarding contracts with Company.

ORAdvisor Services 
AgreementA Assignment 

ArrangementB

Entity Support Services

Succession Resource Group (SRG) helps advisors 
navigate the nuances and challenges related to creating 
and using a more formal ownership structure (e.g., LLC 
or corporation) in the financial services industry, which 
serves as the foundation for growth, providing numerous 
benefits, including:

• Ability to share/sell incremental equity and 
develop phantom equity plans

• Reduced personal liability
• Greater continuity
• Potential tax savings
• Formalized ownership structure

Learn More:  
https://successionresource.com/entity-formation/

How SRG Can Help:

https://successionresource.com/entity-formation/
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Questions? Need Assistance?

Schedule Your Consultation Now At
https://srg.link/schedule

About Succession Resource Group
Ranked as one of the top 100 fastest growing private com-
panies in Oregon by Portland Business Journal, Succession 
Resource Group, Inc. (SRG) is a boutique succession con-
sulting firm specialized in helping financial professionals 
value, protect, merge/acquire, and develop exit strategies 
for their business. 

With decades of combined industry experience, SRG 
possesses a unique combination of skills, resources, and 
expertise to help advisors understand the value of their 
business, develop strategies to improve that value, protect 
it with comprehensive contingency and succession plans, 
and grow through acquisition.

The use of this guide provided by Succession Resource 
Group, Inc. is designed to provide guidance on a variety 
of situations and may not be suitable or appropriate for 
all advisors. This guide is provided “as is” and should ot 
be relied on as legal or tax advice. This guide cannot and 
does not consider all of the unique circumstances of each 
specific situation and should be reviewed by your attorney 
and CPA prior to beginning the due diligence process. 

We make no claims, promises, or guarantees about the 
accuracy, completeness, or adequacy of any information 
contained in this guide. Nothing contained in this guide 
should be construed to constitute a recommendation. By 
utilizing these materials, you: (i) assume full responsibility 
for any loss, damage, or liability resulting from the use of 
this guide; and (ii) release the authors of the guide, their 
contributors, agents, licensees, successors and assigns 
from any and all known or unknown claims, demands 
or causes of action that may arise, at any time, out of or 
relating to your use of this guide.
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