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— (CFAES
Today’s Approach

This program is provided for
educational purposes only. It is not
legal advice. It is not a substitute for
the potential need to consult with a
competent attorney in the
appropriate jurisdiction.




Today’s Plan

o What is a business structure and why does it matter?
o Building and consulting a team of advisors
o Intro to common business structures

o Preparing to work with advisors Eé}



Let’s Get to Know Each Other

« Who are you?

 What question do you hope we talk about
during our time together?




Some Basic Background

o Business entities are organized according to state statute.

o A business entity type and a business tax status are related, but
different concepts.

o The “right” entity type is high dependent on circumstance. The
“right” entity type may change over time.




e |CFAES
What is a Business Structure?

o An enterprise’s legal structure informs
who controls it and how, who is liable
for losses or actions, how the enterprise
raises capital, who receives income and
losses, and more.

o Business entity — Some entities are
created formally under state law with a
state authority. These entities are
generally considered “legal persons”
separate from their owners.




I (CFAES
Build and Consult a Team of Advisors

Lawyers

Accountants

Tax experts

Bankers

Insurance expert

Small business developers

O O O O O O
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I (CFAES
Brainstorm Break

* List 2 or 3 kinds of business advisors
you think it would be helpful to
consult with about your idea or a
specific question.

* List one question you have for each of
these advisors.



Finding Advisors

o Consult trusted advisors and knowledgeable experts in your
community!
o Extension educators — OSU Extension “Locate an Office”
o Small Business Development Centers — Find Your SBDC
o Chambers of Commerce — Ohio Chamber of Commerce
Directory
o County bar associations, regional legal aid societies, student clinics
at law schools, law libraries, etc.
o Ohio State Bar Association Attorney Directory and Lawyer
Referral Services listing
o Local Bar Associations in Ohio
o West Virginia State Bar Directory and Lawyer Referral
Service, Tuesday Legal Connect, and West Virginia Free Legal
Answers
o County Bar Associations in West Virginia
o Talk with other entrepreneurs and business owners about their
experiences!



https://extension.osu.edu/lao
https://americassbdc.org/find-your-sbdc/
https://www.uschamber.com/co/chambers/ohio
https://www.uschamber.com/co/chambers/ohio
https://www.ohiobar.org/public-resources/attorneydirectory/
https://www.ohiobar.org/public-resources/attorneydirectory/
https://www.ohiobar.org/public-resources/lawyer-referral-services/
https://www.ohiobar.org/public-resources/lawyer-referral-services/
https://odc.ohio.gov/bar-associations
https://odc.ohio.gov/bar-associations
https://mywvbar.org/membership-search-members
https://mywvbar.org/membership-search-members
https://wvbar.org/public-information/get-legal-help/
https://wvbar.org/public-information/get-legal-help/
https://wvbar.org/public-information/get-legal-help/
https://wvbar.org/about-us/county-bar-associations/
https://wvbar.org/about-us/county-bar-associations/

Sole proprietorship
Ownership
o Owned by a single person — the proprietor E
Control
o Decisions are made by the proprietor O
Profits
o Proprietor is entitled to all profits f )
Liability

o Owner has personal liability for business Starting a sole proprietorship
Taxation

o Pass through - business income and losses Beginning business
included on owner’s taxes

Internal organizing documents

o None

Formalities

o No formalities required to start or maintain

operations!



— Partnership - General (CFAES

Ownership
o Owned by two or more individuals who contribute
capital or labor and expect to share in profits and losses
Control @
o Decisions are made jointly by partners

Profits O 'dO
o Partners share profits and losses equally (or by ( )

agreement)
Liability -
o Each partner personally liable for actions and debts of Startlnga .
the business and other partners general partnership
Taxation Beginning business

o Pass through - business income and losses reported operations with two or more
personally by partners

Internal organizing documents

o None required; may use partnership agreement

Formalities

o No formalities required to,start or maintain

partners!



— Partnership - Limited (CFAES

Ownership

o Owned by two or more individuals involved in business and
sharing in profits and losses

Control
o General partner exercises control over business
Profits
o Partners share profits and losses according to investment (or by
agreement)
Liability
o General partner personally liable for actions and debts of the Starting a
Ta)l(o:tsignness, limited partners have limited personal liability limitedpartnership
o Pass through taxation based on ownership interests of partners Filing documentation with
Internal organizing documents state agency
o None required; may use partnership agreement
Formalities

o Certificate of limited partnership or other documentation filed
with state to form



— Corporation (CFAES

Ownership

o Owned by shareholders

Control

o Governed by elected board of directors, generally including O OO

corporate officers; shareholders vote on some matters based on { VI V \
shares l LI
Profits

o Shareholders receive dividends in proportion to investment
Liability

o Limited liability for shareholders and directors Starting a

Taxation N | corporation

o C-Corp income taxed at corporate level and dividends as income-—.,. : :
to shareholders; S-Corp pass through taxation for shareholderseill‘:Illng documentation with
elected state agency

Internal organizing documents Ongoing formalities like

o Articles of incorporation, bylaws, shareholder certificates director and shareholder

Formalities .

o Articles of incorporation filed with state to form; director meetings

meetings, shareholder meetings, corporate records: to:maintain



— Limited Liability Company (CFAES

Ownership
o Owned by one or more individuals or entities referred to as
“members”
Control
o Members according to the operating agreement
Profits
o Members according to the operating agreement O O O
Liability r\ d
o Limited liability for members ( ]
Ta)I(ETtI?cn th h taxati taxati ti Starting @
o Elect pass-through taxation or taxation as corporation ¢ e e g oge
Internal organizing documents limited hablllty company
o Articles of organization, operating agreement Filing documentation with
FOrmaIitieS State agency

o Articles of organization filed with state to form



— Cooperative (CFAES

Ownership

o Owned by member-owners who are generally users of the
enterprise

Control

o Board of directors elected from and by membership, generally
including corporate officers; shareholders vote on some matters
democratically

Profits

o Member users in proportion to their use of the enterprise

LiaEility d liability f b dd Startinga

o Limited liability for member-owners and directors o

Taxation cooperative

o Income generally taxed at either the cooperative or member-  Filing documentation with

Internal organizing documents Onaoina formalities like

o Articles of incorporation, bylaws, membership documentation ’ going

Formalities director and shareholder

o Articles of incorporation filed with state to form; director meetings
meetings, shareholder meetings, corporate records to maintain



— Nonprofit Corporation (CFAES

Ownership
o No legal owners
Control

o Board of directors, generally including corporate officers
Profits O/ \O/\O/\O
o Profits reinvested in enterprise; no owners to make profit or loss
distributions
Liability

o Limited liability for directors, officers, and members

T eenerally, elect a t status at federal and state level Starting a

o Generally, elect a tax-exempt status at federal and state leve . .
Internal organizing documents nonproflt corporation
o Articles of incorporation, code of regulations Filing documentation with
FOI‘ma|ItIeS State agency

o Articles of incorporation filed with state to form; director

meetings, shareholder meetings, corporate records to maintain Ongoing formalities like

director and shareholder
meetings
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e (CFAES
Brainstorm Break
* Return to your questions for advisors

from earlier in our conversation. What
questions would you add now?



Prepare for Working with Advisors

 Work with knowledgeable experts in your

community to explore your business idea and create
a business plan

» Small Business Development Centers — Find Your SBDC

* Learn from online resources from reputable
organizations <

» Ohio State Bar Association Commonly Asked Law Questions

» Ohio State University Extension Farm Office “Structuring your Farm
Business” Law Bulletin Series

» Farmers’ Guide to Business Structures published by SARE

N/

* Consult with people who will be involved in or

potentially impacted by the business, like family
members

* Write down questions ahead of meeting


https://americassbdc.org/find-your-sbdc/
https://www.ohiobar.org/LegalHelp/
https://farmoffice.osu.edu/ag-law/law-library/business-law
https://farmoffice.osu.edu/ag-law/law-library/business-law
https://www.sare.org/resources/farmers-guide-to-business-structures/
https://www.sare.org/resources/farmers-guide-to-business-structures/

=

—10 Questions to Ask An Attorney... XX

What do we need an attorney for?

How do you bill? What should we budget for
the services we need, or you recommend?
You're very expensive! What questions
should we think about on our own time? Can
you recommend an attorney within my

budget?

What kinds of cooperatives have you worked
with in the past? Can we talk with one of

them?
Giv

r goals and our situation, what entity
hould we consider and why?

2304

go.osu.edu/ten

6. What do your words mean?

/. Why and when should we talk to an accountant? What
other professionals should we talk to? Do you have
referrals in my state?

8. We need to raise funds. Is there anything we should
know before we start talking with people, posting things
online, or seeking investors? When do we need to think
about securities law?

9. Do we need insurance? When?

10. Consider framing your questions as “If we want to do
X, what do we need to think about?” rather than “Is this
allowed?”

Russell, M. & Radebaugh, J. 10 Questions to Ask your Attorney When Building Your
Cooperative. [Presentation]. CFAES Center for Cooperatives Appalachia Cooperates Initiative.



STare Your Feedback!

oy

https://go.osu.edu/CzNW

If prompted, use code R_1r5bqstvNJqWfmh to access survey.
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