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Legal Structure Optimization

Save $100k+ in taxes and protect everything you own

!. LEGAL DISCLAIMER: This is for educational purposes only. Always consult
with qualified legal and tax professionals before implementing any structure. Laws
vary by state and change frequently.

The Perfect Acquisition Structure

Optimal Holding Structure

YOU (Personal)

I
Holdings LLC (Wyoming)

| | |
OpCo 1 0OpCo 2 OpCo 3
(State) (State) (State)

Why This Structure Works
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Benefits of the Holdings/OpCo Model:

* Asset Protection: Each OpCo isolated from others
e Tax Flexibility: Profit shifting between entities

e Exit Options: Sell individual OpCos easily

* Financing: Borrow against specific assets

» Scalability: Add new acquisitions seamlessly

Asset vs Stock Purchase Decision Tree

Factor Asset Purchase Stock Purchase
Liability Protection Leave behind liabilities Inherit ALL liabilities
Tax Benefits Step-up in basis No step-up
Contracts/Licenses = May need reassignment  Automatically transfer
Seller Tax Ordinary income (bad) Capital gains (good)

Complexity More complex Simpler

The 338(h)(10) Election Magic

Get asset purchase benefits with stock purchase simplicity:

Treat stock purchase as asset purchase for tax

Requires S-Corp or LLC seller

Both parties must agree

File within 8.5 months of closing
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This one election can save $200k+ in taxes on a $2M deal

State Selection Strategy

r

Holdings Company: Why Wyoming

* Privacy: No public member listings

* Protection: Charging order only remedy
e Taxes: No state income tax

e Cost: $100 annual fee

e Courts: Business-friendly precedents

Operating Companies: Local State

Register where business operates to:

¢ Avoid foreign qualification fees
* Maintain local licenses
e Simplify tax filings

Tax Optimization Strategies

r

Strategy 1: Management Fee Structure

Holdings LLC charges OpCos management fees:

¢ Shift profit from high-tax to low-tax states
e Typical fee: 5-15% of revenue
e Must have real management services

Page 3 of 9




The Blueprint System™

e Document with management agreement

Strategy 2: IP Holding Structure

Holdings LLC

|
IP Holding LLC (Nevada)

License fees

Operating Companies

Benefits: Nevada has no state tax on royalties

Acquisition Vehicle Options

Structure Best For Pros Cons
Single LLC First acquisition Simple, cheap Limited growth
) Multiple similar One filing, Not recognized
Series LLC ) )
businesses multiple cells everywhere
Holdings + ) o Maximum )
Portfolio building o More complexity
OpCos flexibility
C-Corp .. . . .
) Raising capital Investor friendly Double taxation
Holding

Asset Protection Layers
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Layer 1: Insurance

General liability: $2-5M
Umbrella policy: $5-10M
Professional liability: As needed

Cyber insurance: $1-2M minimum

Layer 2: Entity Structure

Separate entities for operations vs assets

Never commingle funds

Maintain corporate formalities

Annual meetings and minutes

Layer 3: Operating Agreements

Key provisions to include:

¢ Poison pill provisions

e Transfer restrictions

e Charging order limitations
* Indemnification clauses

Personal Asset Protection

Keep These OUTSIDE Business Entities:

Personal residence: Use homestead + equity stripping
Retirement accounts: ERISA protection

Life insurance: State exemptions

Personal vehicles: Liability magnet
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For net worth >$5M:

e Nevada or Delaware trust

e You as beneficiary (not trustee)
e 2-4 year statute of limitations

e Costs $10-25k to set up

Advanced Protection: Asset Protection Trust

Due Diligence on Existing Structure

Red Flags in Seller's Structure:

X No operating agreement
X Inactive/dissolved entities
X Multiple DBAs under one entity

X Owner's family on payroll without real jobs

X Commingled personal/business assets

Financing Considerations

Lender Type

SBA

Bank

Asset-Based

Seller Finance

Preferred Structure

Single purpose entity

Clean OpCo

Flexible

Any

Requirements

Personal guarantee, no other businesses

2+ years history, simple structure

Clear asset ownership

Whatever seller accepts

Page 6 of 9




The Blueprint System™

Implementation Checklist

7

Before Closing:

1. Form acquisition entity (2-4 weeks before)
2. Get EIN and bank account

3. Draft operating agreement

4. File for necessary licenses

5. Set up registered agent

At Closing:

1. Execute purchase agreement in entity name
2. Transfer assets/stock properly

3. Update insurance policies

4. File assumed name if keeping brand

5. Transfer contracts and leases

Post-Closing:

1. Separate books and bank accounts

2. Document all inter-company transactions
3. Maintain corporate formalities

4. Annual report filings

5. Consider tax elections (S-Corp, etc.)

Cost-Benefit Analysis

~

Typical All-In Costs:
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Basic LLC formation $500-1,500
Holdings + OpCo structure $2,000-5,000
Annual maintenance $800-2,000/entity
Complex trust structure $10,000-25,000

Potential Savings:

e State tax savings: $20-50k/year
e Liability protection: Priceless
e Exit tax planning: $200k+ on sale

Common Mistakes to Avoid

1. Piercing the veil: Keep everything separate

2. Thin capitalization: Fund entities properly

3. Alter ego claims: Respect entity formalities

4. Fraudulent transfer: Don't move assets when sued
5. Tax aggressive positions: Stay within safe harbors

Advanced Strategies

~

The "Blocker" Strategy

For selling to PE or strategic buyers:
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Create C-Corp blocker above LLCs

Converts ordinary income to capital gains

Allows buyer to get step-up
Worth it for deals >$10M

The "Synthetic Equity" Play

Profits interests for key employees:

No taxable event on grant

Motivates without dilution

Vests over time
Converts to capital gains
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