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A NOTE FROM THE TEAM  

Introduction  

80 to 90 percent of businesses in the United States are small, 

family-owned businesses. These small businesses account for 

49 percent of the gross national product and employ 59 per-

cent of the workforce in the United States.  

When making the choice of business entity, it is important to 

consider and balance the following goals: 1) liability protec-

tion; 2) maintenance of control over the operation and assets 

of the business; 3) minimization of income and other related 

taxes; and 4) maximization of valuation discounts for transfer 

tax purposes.  

Additionally, planning for the death or incapacity of the busi-

ness owner is critical to the growth, value, and longevity of 

the business.  

 

About the Team  

Michael C. Riddle began his practice of law as a gift and 

estate tax attorney for the Internal Revenue Service. He grad-

uated from the University of Houston Law School in 1972 

and in 1991 became Board Certified by the Texas Board of 

Legal Specialization in Estate Planning and Probate. He is the 

Managing Partner of Riddle & Butts, LLP and has been prac-

ticing law in Harris County and surrounding counties for over 

40 years.  

Christine Butts is a 1993 graduate of the University of Texas 

at Austin where she obtained her BBA in International Busi-

ness. In 1996, she graduated from the University of Houston 

Law School. Christine is Board Certified in Probate and Es-

tate Planning by the Texas Board of Legal Specialization. 

Christine served Harris County as Judge of Probate Court 4 

from 2011 to 2018. 

Kristi Gourley is a 1997 graduate of Texas A&M University 

where she obtained her BS in Biomedical Science.  In 2003, 

she graduated from the Paul M. Hebert Law Center at LSU, 

where she was an editor for the Louisiana Law Review.   

Kathryn Hansen is a 2015 graduate of the Texas Tech Uni-

versity School of Law and 2012 graduate of the University of 

Texas at San Antonio. In addition to being a licensed attor-

ney, Kathryn is a Certified Public Accountant. Prior to joining 

Riddle & Butts in 2021, Kathryn worked in the tax depart-

ment of a mid-market accounting firm in Houston where she 

specialized in tax planning and tax return preparation for indi-

viduals and business entities.   

Kaitlyn Ready graduated from Texas A&M University in 

2016 with a degree in business management. She continued 

her education at South Texas College of Law. Kaitlyn now 

handles both probate and estate planning matters.  
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WHICH BUSINESS ENTITY IS MOST SUITABLE? 

Choice of Business Entities  

Generally speaking, there are four options to choose from 

when selecting a business entity in Texas: 

¶ Sole Proprietorship / General Partnership; 

¶ Corporation; 

¶ Limited Liability Company; and 

¶ Limited Partnership. 

There are other business entities, of course, such as profes-

sional corporations, non-profits, and limited liability partner-

ships, but those listed above are the most common for-profit 

entities. 

Explore the Non -tax Related Choice of Entity 

Issues  

When forming a business structure, it is important to assess 

the non-tax related issues separately from the analysis of the 

tax-related issues. 

1. Benefits of a Limited Liability Shield. Naturally, once a 

business owner hires employees or takes on a partner, the 

business owner becomes concerned about protecting per-

sonal assets from the liabilities of his business. Almost 

every business owner, excluding the sole proprietor, will 

benefit from shielding his personal assets from the liabili-

ties of the business via the operation of the business with-

in a business entity that provides, via statute, such protec-

tion.  

2. Transferability of Interests. While most entrepreneurs 

are familiar with the veil of protection offered by the cor-

porate form, lesser-known issues involving the transfera-

bility of a business interest may be just as important. In 

addition to shareholder agreements, partnership agree-

ments, and limited liability company agreements, state 

and federal laws govern the transferability of business 

interests. The choice of business entity impacts the trans-

ferability of business interests in the event of a stakehold-

er's disability, death, divorce, and exit from the business. 

While each form of business entity manages these issues 

in a unique way, the governing documents of any busi-

ness entity should address the following transferability of 

interest issues: 1) Who is a permissible successor stake-

holder in the event of a death, incapacity, divorce, or exit 

of an interest holder? and 2) How should a stakeholder's 

interest be valued in the event a stakeholder wants to sell 

his or her interest or in the event the stakeholder dies, be-

comes divorced, is disabled, or is separated from his or 

her employment with the business? In addition to careful-

ly crafting the governing documents of the business entity 

relating to the transferability of business interests, the 

well-advised business owner must consider the state and 

federal laws governing the transferability of business in-

terests as those laws relate to each business entity.  

3. Management Structure. Another important non-tax is-

sue to resolve when selecting a business form relates to 

the management structure of the business form. Key con-

siderations with regard to the management structure of a 

business include: 1) whether control of the business will 

be tied to equity interests; 2) whether control of the busi-

ness will be centralized or diffused; and 3) how control of 

the business is transferred.  
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