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LEGAL AND DISCLOSURE INFORMATION

This communication expresses the views and opinions of the participants as of the date it was recorded or indicated, and such views are subject to change without notice. Planned Financial Services, LLC
(“Planned Financial Services”) has no duty or obligation to update the information contained herein. This communication may include forward looking statements that are based on then-current beliefs of
the participants. Such forward looking statements may involve assumptions and known or unknown risks and uncertainties that are subject to change and may differ from actual results, performance or
events that occur in the future. Further, Planned Financial Services makes no representation, and it should not be assumed, that past investment performance is an indication of future results. Moreover,
wherever there is the potential for profit there is also the possibility of loss.

This presentation is being made available for educational purposes only and should not be used for any other purpose. The information contained herein does not constitute and should not be construed
as an offering of advisory services or an offer to sell or solicitation to buy any securities or related financial instruments in any jurisdiction. Certain information contained herein concerning economic trends
and performance is based on or derived from information provided by independent third-party sources. Planned Financial Services believes that the sources from which such information has been
obtained are reliable; however, it cannot guarantee the accuracy of such information and has not independently verified the accuracy or completeness of such information or the assumptions on which
such information is based.

Planned Financial Services, LLC (“Planned Financial”) is an SEC registered investment adviser. Planned Financial presentations reflect the opinions of only the authors who are associated persons of
Planned Financial Services, LLC and do not reflect the views of Planned Financial Services, LLC. or any of its subsidiaries or affiliates. They are meant for informational purposes only, are not intended to
serve as a recommendation to buy or sell any security and are not an offer or sale of a security. They are also not research reports and are not intended to serve as the basis for any investment decision.
Any third-party information provided therein does not reflect the views of Planned Financial Services, LLC or any of its subsidiaries or affiliates. All investments involve risk, and the past performance of a
security or financial product does not guarantee future results or returns. Keep in mind that while diversification may help spread risk, it does not assure a profit or protect against loss. There is always the
potential of losing money when you invest in securities or other financial products. Investors should consider their investment objectives and risks carefully before investing. The price of a given security
may increase or decrease based on market conditions and customers may lose money, including their original investment. Planned Financial Services, LLC is a registered investment adviser with the
United States Securities and Exchange Commission.

Past performance is no guarantee of future results. Any historical returns, expected returns, or probability projections are hypothetical in nature and may not reflect actual future performance. Please refer
to Planned Financial’ s Form ADV Brochure for important additional information. Investment losses are possible, including the potential loss of all amounts invested, including principal. For more
information, visit our website and additional disclosures.

Certain statements contained herein, including without limitation, the words “targets,” “believes,” “anticipates,” “intends,” “expects,” “may,” “plans,” “projects,” “will,” “would,” and words of similar import,
constitute “Forward-Looking Statements.” Such Forward-Looking Statements involve known and unknown risks, uncertainties, and other factors that may cause the actual results, performance or
achievements of the Company to be materially different from any future results, performance or achievements expressed or implied by such Forward-Looking Statements. Any analysis of potential
investments is necessarily based on past performance which is not necessarily indicative of future results. The Company cannot guarantee that it will actually achieve the plans, intentions or expectations
expressed or implied in such Forward-Looking Statements. Investors should not rely on Forward-Looking Statements as representing the views the Company as of any date subsequent to the date set
forth on the cover page hereof. The Company is not required to update any information contained herein. None of the information contained herein is intended as investment advice or securities
recommendations.
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Managers and investors 
alike must understand that 
accounting numbers are the 
beginning, not the end, of 
business valuation.

Warren Buffet

“
”
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• Two-thirds do not know all their exit options
• 78% have no transition team, 83% have no 

written transition plan, 49% have no pIan at all
• 40% have no pIan to cover the 5Ds
• Half need the company to remain profitable,
yet 86% have not done a strategic review or a value 

growth project
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The 5 Stages of Business Value Maturity
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IDENTIFY
Determine the initial value in your business in order to maximize 
that value. Conducting an annual business valuation will help 
determine what value factors to focus on to accelerate the value of 
your business.

PROTECT
To best protect your value, you must consider the 5D’s: Death, 
Disability, Divorce, Distress, and Disagreement. Even if you do 
not think you will be affected by one of the 5D’s, without preparing 
for the worst, your value will be negatively impacted.

BUILD
There are two ways to build value: increase your cash flow 
(EBITDA) and improve your multiple. Your multiple is the number 
assigned by the private capital market to the value of your 
tangible and intangible assets and their associated risks. 
Intangible assets include Human, Structural, Customer, and 
Social capital.

HARVEST
After building your business value, it is time to harvest the fruits of 
your labor. There are numerous paths your business exit can 
take. You might discover that after reviewing your options, you 
decide not to sell your business and instead transition the 
company to
a son or daughter, sell the real estate and keep the company, or 
continue to build value.

MANAGE
You mange value throughout the course of your business 
lifecycle, but the most important time to do so is after exiting your 
business. To achieve the most value, you have to manage not 
only your business value but your personal financial value as well.
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Planned Financial Services would like to thank you for 
attending today. For additional questions or assistance, 

please reach out to 

Frank Fantozzi
Frank@PlannedFinancial.com

440-740-0130 x222

Investment advice offered through Planned Financial Services, a Registered Investment Advisor.
Securities and Retirement Plan Consulting Program advisory services offered through LPL Financial. Member FINRA/SIPC. 

Additional investment advisory services offered through Planned Financial Services. 
Securities offered through LPL Financial. Member FINRA/SIPC 

Planned Financial Services, 401(k) Prosperity, and PFS Wealth Partners are separate entities from LPL Financial

mailto:Frank@PlannedFinancial.com
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CHARACTERISTIC
S
Simplicity of 
Organization and 
Administration

Management

Assets

Liability

Taxation

Wages and SE Tax

Losses

Fringe Benefits

Exit Opportunities

S-CORPORATION

Formality of Board of Directors, officers, annual
meetings and annual reporting. An S corporation is
set up as a regular corporation. S corporations must
make election to be treated as an S corporation by
filing Form 2553.

The corporation is managed by the Board of 
Directors who are elected by the shareholders

No Real Estate/Appreciating Property

Shareholders are typically not personally liable for 
the debts of the corporation

No tax at entity level; Income/loss is passed through
to the shareholders on basis of ownership interest.
An S corporation is taxed similar to a partnership.
Income and expenses flow through to shareholders.
Pass-through items retain the character in the hands
of the shareholder they had in the corporation.

An employee-shareholder of an S corporation
receives wages for services rendered. These wages
must be reasonable. Additional profits are passed
through to the shareholder and are taxable for
income purposes but not for SE tax purposes.
Double taxation of profits is avoided

Losses flow through to shareholders. Recognition of
loss is limited by the shareholder-s basis, at-risk
rules and passive activity rules.

Generally included in income for employee-
shareholders owning more than 2% of stock.

Good: Stock or Asset Purchase; Key Employee 
retention opportunity

C-CORPORATION

Formality of board of directors, officers, annual
meetings and annual reporting. A corporation is difficult
and expensive to organize. Corporations must hold
periodic board meetings and keep minutes.
Corporations must comply with federal and state
regulations.

The corporation is managed by the board of directors 
who are elected by the shareholders

No Real Estate/Appreciating Property

Shareholders are typically not personally liable for the 
debts of the corporation

Corporation is a taxable entity: Double tax may be an
issue. A C-corporation pays tax on its profits. When
shareholders take profits from the corporation, the
distributions are usually taxable dividends (double
taxation).

Shareholders who perform services for a corporation.
including officers, are treated as employees. Wages of
corporate employees are subject to payroll and
withholding. Wages paid to employee-shareholders
must be reasonable. Dividend distributions are not
subjected to SE tax.

Capital losses are allowed only to the extent of capital
gains. Net operating loss of a corporation is carried
back or forward against corporate income, but is not
passed though to shareholders.

Owner-employees are entitled to the same tax- free
fringe benefits as other employees (subject to
discrimination rules).

Good; Stock or Asset Purchase: Key Employee 
retention opportunity

LIMITED LIABILITY COMPANY

Some formal requirements but less formal than
corporations; Flexible. An existing partnership can
generally register for LLC status in the state in which it
conducts business. Registration is generally less
complicated than forming a corporation.

Members have Operating Agreement that outlines 
management

Members not typically liable for the debts of the LLC or 
other members

If properly structured there is no tax at the entity level.
Income/loss is passed through to members of the LLC.
Same a a general partnership.

Profits are subject to income tax in the same way as a
partnership. Members’ business income (including
guaranteed payments) may be subject to SE tax.

Losses flow through to members. Recognition of loss by
member’s basis. At-risk rules and passive activity rules.

Same as a general partnership.

Good; Stock or Asset Purchase; Key Employee retention 
opportunity

Business Entity Matrix Overview ®
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CHARACTERISTIC
S
Simplicity of 
Organization and 
Administration

Management

Assets

Liability

Taxation

Wages and SE Tax

Losses

Fringe Benefits

Exit Opportunities

SOLE PROPRIETORSHIP

Relatively few legal requirements; Business 
Licenses; Payroll Tax

Full control of management and operations

Sole proprietor has unlimited liability

No taxable entity. Sole proprietor pay all taxes; Self 
Employment tax 15.3% of less than $90k earnings

On Personal Return

On Personal Return

Business ownership deciding in Personal Return

Limited; Asset Sale

GENERAL PARTNERSHIP

Relatively few legal requirements. A partnership is
easily organized. A written partnership agreement is
recommended, but not required. The agreement
determines how much income and losses are allocated
to the partners

Typically each partner has an equal voice unless 
otherwise arranged in writing

No personal liability protection: Partners have unlimited
liability for own acts: Acts of other partners or
agents/employees and for acts of GP

Each partner pays tax on his/her share of the income
and can deduct losses against other sources of
income. Partnership income and expenses flow
through to the partners. Income is taxed to the partner
whether or not distributed. Pass-through items retain
the same character in the partner as they had in the
partnership

A general partner’s share of business income 
(including guaranteed payments) is subject to SE tax. A 
limited partner’s share of business income is not 
subject to SE tax unless the partner performs services 
for the partnership.

Losses flow through to partners. Recognition of loss by
a partner is limited by the partner’s basis, at-risk rules
and passive activity rules.

Generally included in partner’s income as a guaranteed 
payment.

Limited; Subject to written Partnership Agreement

LIMITED PARTNERSHIP AND (FLP’S)

Need Written Agreement; Raise Capital

Managed by the General Partner. GP has full control of
assets and investments; LP needs to avoid involvement in
management.

Each General Partner has unlimited liability. Limited 
Partners are only liable for their portion invested

Each partner pays tax on his/her share of the income and
can deduct losses against other sources of income.
Partnership income and expenses flow through to the
partners. Income is taxed to the partner whether or not
distributed. Pass-through items retain the same character
in the partner as they had in the partnership

Profits are subject to income tax in the same way as a
partnership. Members’ business income (including
guaranteed payments) may be subject to SE tax.

Losses flow through lo partners. Recognition f loss by a
partner is limited by the partner’s basis, at-risk rules and
passive activity rules.

Generally included in partner’s income as a guaranteed 
payment.

Limited; Subject to written Partnership Agreement

Business Entity Matrix Overview ®
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