Index

o/ ] o

acceptance of appointment, certificate of, 102
accountant
Certified Public Accountant (CPA), 45-46, 51
choosing/hiring, 42, 45-46
for conversion process, 106, 108
meeting with, 50-51
questions to ask, 50
for tax structure information, 75
accounting methods, 113-114, 234
accredited investor, 183
accrual-based accounting, 234
active income, 19
active participants, 227
address, in articles of organization, 91-92,
94-95. See also domicile
adjusted gross income (AGI), 241
adjusted tax basis, 226
Adobe Acrobat program, on CD, 333
advantages of LLC, 28-33
advertising, general, 183
agents. See registered agents (RAs)
AQGI (adjusted gross income), 241
agreement, operating, 25. See also operating
agreement
agreements, oral, 138
Alabama, 307, 334
Alaska, 308, 334
allocation
defined, 26, 339
operating agreement provisions, 147-148
“phantom” income, 239-240
Schedule K-1, 234-235
special, 168
tax basis, 225-226
tax treatment, 26, 147, 168, 234-235
alter ego, 190, 339
amendments, 159-160, 334-336, 339
amount per person per year, gifts, 275, 276
angel investors, 30
annual meetings, 199, 247

annual reports, 124, 197, 294-295
approval of company, 24. See also
registration
arbitration, 156
Arizona, 124, 308-309, 334
Arkansas, 309, 334
articles of dissolution, 219
articles of incorporation, 23, 47
articles of organization
addresses, 91-92, 94-95
certified copy required, 84
in conversion process, 109, 116
customizing, 91
defined, 23, 339
dissolution date, 210
filing, 119-123
foreign filing, included with, 84
format, 89-90, 98-102
importance of, 87
incorporating company for, 23, 47

names and addresses of managers and/or

members, 94-95
provisions, 17, 24, 88, 91-98
signatures, 95, 98-99, 102, 297-298
by state, on CD, 334-336
asset(s)
developing entities for, 40
liquidation of, 14
listing, for conversion process, 108
protection of personal, 17-19, 28-29,
277, 290
segregation, 288
separating/leasing, 113, 117
surveying, 22

asset protection. See also estate planning

from creditors, 244-246
importance of, 243

from IRS, 246

LLC as best option for, 247-249
personal assets, 17-19, 28-29, 277
strategies, 249-256

worst-case scenarios, 244-247
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asset transfer
during conversion process, 105-106, 109,
112-113, 117
estate planning, for noncash, 280
interests, 141-142, 145-146, 162, 228
to new LLC, 105-106, 109, 113
real estate, 105, 238-239, 271
shares, 35, 62, 164, 176-177
tax treatment, 238-239, 249
assignee, 35
attorney
as agent, 81
choosing, 44-45
company kits, 197
for conversion process, 106, 108, 115, 117
fees/retainers, 55-56
for identity protection, 94
for lawsuits, 54
meeting with, 50-51
for operating agreement, 61
preparing to meet with, 49-50
questions to ask, 50
versus registered agent (RA), 81
relationship with, negotiating, 54
researching/hiring, 43-45
for tax strategy, 47
for trademarks, 69
when to consult, 54, 86
when to contact, 36
working with, 54
at-will dissolutions, 205-206
authority, certificate of, 83
author’s Web site, 21
automobiles, 256

ol e

bank accounts, in conversion process, 109

bankruptcy, 205

beneficiaries, 260-261, 277, 339

blue sky laws, 178, 179-180, 339

board of directors, 339

board of equalization, 126

bookkeepers, 46

building permits, 129

Business Contracts Kit For Dummies
(Harroch), 22

business entities. See business structure

business liability. See liability protection

business licenses, 125-126, 132
business location. See location of business
business plan, 184
business registration number, 128
business structure. See also specific
structures

converting, to LLC, 103, 107-113

emerging, 39-40

flexibility of, 15-16

versus LLC, 3640, 224
buy-sell agreement, 142, 166-167, 339
bylaws, defined, 339

oo

California, 76, 85, 97, 267, 310-311, 334
cancellation, certificate of, 86, 118. See also
dissolution
capital, defined, 339
capital account, 147, 169
capital assets, defined, 339
capital gains, 339
capital gains tax, 228, 231, 273
capitalization, 190
capitalizing the company, 294
cars, 256
case law, 12, 33, 34, 38, 77, 234, 339
cash-based accounting, 234
Caverly, N. Brian (Estate Planning For
Dummies), 22, 270
C corporation, 339
CD, 292, 333-337
cell of series LLC, 40, 267, 339
certificate of cancellation, 86, 118
certificate of existence, 84
certificate of good standing, 84, 118
certificate of membership, 60, 162, 166,
177, 342
certificates, 162, 166, 177
Certified Public Accountant (CPA), 45-46, 51
Chancery Court (Delaware), 77
charging orders
creditors, 240, 245, 249, 251-253
defined, 19, 339-340
interest transfer, 145-146
operating agreements, 191-192
single-member LLC (SLLC), 13, 62, 293
Charmasson, Henri (Patents, Copyrights &
Trademarks For Dummies), 69
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charter, 121
children. See estate planning; family
citizenship of manager, 77
civil codes, 53
classes of membership, 13, 39, 143-144,
164-166, 278, 286
classes of shares, 39
coach relationship, legal, 54
Colorado, 310, 334
Colorado Bankruptcy Court, 62
commingling funds, 297
common law, defined, 340
community property, estate planning, 277
company (records) kit, 25-26, 195-197,
301, 340
company charter, 121
Company Compliance & Resident Agent
Service (Incorp), 85-86
company seal, 26, 195
compensation, 154, 231, 241-242
compliance, maintaining, 85-86
conflict resolution, 156
Connecticut, 310-311, 334
consolidation, documents, 80, 340
consulting company, for multi-state
registration, 76. See also incorporating
company
contingency fee, 55
contracts
conversion process, 106-107, 109, 114, 115
need for, assessing, 51
with registered agent (RA), 80
contributions
in articles of organization, 94
in conversion process, 109, 117
LLC versus S corporation, 39
of members, 61-62
source of, 13-14
valuation of, 13
control, giving up some, 298
conversion process
accounting method during, 113-114
certificate/articles of, 111, 116
drawbacks of, 105-107
from other business structures, 103, 107-113
statutory, 113-116
what to do after, 116-118
when state allows, 115-116
when state doesn’t allow, 114-115
when to consider, 104-105

copyright, conversion process, 114
CorpFiling Web site, 45
corporate filings, 305
corporation code, U.S., on LLCs, 52
corporations. See also S corporations
asset protection versus LLCs, 247, 248
C corporation, 339
converting from, to LLC, 111-113
defined, 340
liability protection, 258-259
versus LLC, 38-39
versus partnerships, 227-228
tax treatment, 32, 38, 229-231, 237, 259
CorpTech Supply Web site, 196
costs. See fees
court costs of probate, 277
court resolution, Delaware, 77
cover sheets, articles of organization, 123
CPA (Certified Public Accountant), 45-46, 51
creation of an LLC, 21-24
creditors
charging orders, 191-194, 240, 245, 249,
251-253
dissolution notification, 215-216
foreclosure by, 194, 252, 253
lawsuits by, 244-245
piercing the veil, 189-191
protection from, 19, 22, 38
customization, 283-284

o) e

date of dissolution, 24, 35-36

date of organization, 120

DBA (doing business as), 71, 114, 117
death of members, 138, 175-176
death taxes. See estate taxes

debt, 220, 226, 341

deed, 340

deemed cash distribution, 238
default laws, 52, 80

default status, 197

Delaware, 77, 267, 311, 334
delegation of powers, 153-154, 304-305
delivery package, tracking, 79
departure of a member, handling, 61
disadvantages of LLC, 33-36

dispute resolution, 156

disregarded entity, 62, 169, 170
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dissolution incorporating companies for, 48, 56
articles of, 219 for multi-state business, 83-84
at-will, 205-206 registered agent for, 79-80, 93
on CD, 334-336 documentation. See also filings
certificate of, 118 annual reports, 124, 197
checklist for, 211-214 company activities, 303
date of, 24, 35-36 company kits, 25-26, 195-197, 301, 340
defined, 203, 340 dissolution, 211, 212-214
extension to avoid, 210-211 financial reports, 154-155, 198
fictional, 209-210 importance of, 188
filing requirements, 24, 218-219 initial reports, 123-125, 131
liability protection, 190 liability protection, 24, 189, 190
meetings, 199 meetings, 198-202
notice of, publishing, 114, 117 membership roll, 197
of old entity, conversion process, 113, organizing, 23

117-118 requirements, overview of, 194-195
of one state’s entity, 85-86 tax returns, 198, 232-238
operating agreement provisions, 156-157, updating, after conversion process, 116
205, 207 “doing business”, 81-82, 340
payments to creditors/members, 215-217 doing business as (DBA), 71, 114, 117
process, overview of, 211 domain name, 67
reasons for, 204-210 domestic LLC, 81
setting/prolonging, 35-36 domestication, 85
state requirements, 24, 334-336 domicile
tax consequences, 208-209, 217, 219-220 in articles of organization, 88
voting on, 214 defined, 73, 340
winding up the affairs, 117, 157, 212, 219, 344 in home state, 74-75, 85
withdrawing from a state, 86 if multi-state business, 81

distribution out-of-state, 75-77
allocation, 239-240 protecting address, 79
choosing percentages of, 33 transferring/changing, 85
conversion process, 113 double taxation
defined, 225, 340 avoiding, conversion process, 112
upon dissolution, 217 corporation subject to, 38, 229-231, 259
before lawsuits, 194 defined, 340
leasing assets and taxation of, 113 LLC to avoid, 18, 29-30
management structure for, 32 S corporation to avoid, 38
member changes of, 289-290 tax status to avoid, 32
occurrence of, 14 double/dual liability protection, 29, 38, 62, 64,
operating agreement provisions, 147-148 254-255, 263
“phantom” income, 239-240 dual company strategy, 29, 38, 62, 64,
profit and loss, 164, 167-169 254-255, 263
Schedule K-1, 234-235 due-on-sale clause, 264
tax basis, 225-226 duration, perpetual, 36, 92-93, 100
tax treatment, 225, 234-235 duration date, 210, 211, 214
taxation if no, 26

District of Columbia, 311-312, 334 PY E P

document preparation
for articles of organization, 90, 98
attorney for, 61
doing own, 49, 52-54

economic rights, 174
education, self, as first step, 21-22
educational institutions, tuition gifts, 276



EIN (employer identification number), 109,
130-131, 170, 233, 296, 340
election, 152-153
elections, 233
Elkin, Allen (Stress Management For
Dummies), 61
employees, S corporations, 241-242
employer identification number (EIN), 109,
130-131, 170, 233, 296, 340
end (dissolution) date, 24, 35-36
entities. See business structure
entity, 340. See also business structure
equal value exchange, 173-174
equity firms, private, 30
estate planning. See also gifts and gift taxes
asset protection, 244, 277-278
community property, 277
control, 278
gifts, 274-276, 279-280
legal fee reduction, 20
limited partnership for, 37
living trusts, 94, 264, 342
LLC for, 19-20, 276-280, 287
manager-managed LLC, 32, 65
need, $1 million to $5 million in assets,
269, 270
need, under $1 million, 271
probate avoidance, 276-277
surveying assets for, 22
transfer noncash assets, 280
and trusts, 19-20, 277-278
Estate Planning For Dummies (Caverly and
Simon), 22, 270
estate taxes. See also gifts and gift taxes
capital gains taxes, 273
defined, 269
estates under $1 million, 271
generation-skipping transfer tax (GST), 274
IRS calculation and tax rate, 271
real estate, 271
Tax Reconciliation Relief Act, 272-273
unlimited marital deduction, 271
ethics, communicating, 48
executive summary, 184
executor, 276
exemptions, to securities registration, 178,
181-185
existence, certificate of, 84
expedited filing, 121-122
extensions, 210-211

ofFe

face value, 340
family
family limited partnerships (FLPs), 278
LLCs, 255-256
management structure for, 32
mixed ages management structure, 20
as potential LLC, 20
federal laws/codes/regulations. See also
Internal Revenue Service (IRS)
for filing trademark, 69-70
on LLCs, 52
securities, 178-181
for states (ULLCA), 74, 89
federal securities laws, 178-179
federal trademark, 68
federally issued licenses, 129-130
fees
articles of organization, 122, 123
controlling, 52-54
court costs of probate, 277
filing, 77, 82, 106
formation, 17
initial reports, 124
professional LLC, 98
registered agent (RA), 80
types of, negotiating, 55-56
FICA (Social Security) taxes, 240, 241
fictional dissolution, 209-210
fictitious firm name application, 71, 114, 117
filings. See also foreign filing; Internal
Revenue Service (IRS) forms; Secretary
of State filings
annual reports, 124, 197
articles of organization, 119-123
business license applications, 125-126, 132
certification of cancellation, 86
corporate, 305
dissolution, 24, 218-219
employer identification number, 130-131
fees, 77, 82, 106
initial reports, 123-125, 131
IRS requirements, 26, 28
licensing requirements, 127-130
LLCs operating in multiple states, 131-132
multiple state registration, 85
registered agent (RA), 23-24, 79
sales and use tax permits, 126-127
SEC exemptions, 181

Index 349
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filings (continued)
state facts, listed by state name, 307-332
trademarks, 70-71
workers’ compensation insurance, 131
financial records and reporting, 154-155, 198
financial statements, 198
FindLaw Web site, Thomson’s, 44
fire department permits, 129
Florida, 312, 334
FLP (family limited partnerships), 278
foreclosure, 194, 252, 253
foreign corporations, 340
foreign country registration, 74
foreign filing
defined, 75, 304
LLCs operating in multiple states, 131-132
maintaining, 85-86
need for/penalties for not, 82
processing, 81-84
transferring/changing, 85
withdrawing/canceling, 85-86
formation of company. See also articles of
organization; registration
cost of, 17
date of, 120-121
domicile decision, 74-77
incorporating company, 47
multiple LLCs, 22
physical location versus place of
registration, 73, 81
registered agent (RA), 78
franchise fees, 262
franchise tax, 85, 267, 340
Franklin, Benjamin, 59
fraudulent conveyance, 250, 254, 299-300, 341
frivolous lawsuits, 243, 245
full step-up in basis, capital gains, 273

oG o

general partners, 37, 341
general partnership (GP), 17, 37, 110, 341
Georgia, 313, 334
Germany, origin of LLC, 15
gifts and gift taxes
amount per person per year, 275, 276
to educational institutions, 276
generation-skipping transfer tax (GST), 274

lifetime gift tax exclusion, 275

overages, 271, 275, 276

Tax Reconciliation Relief Act, 272-273
good standing, certificate of, 84, 118
governors, 64
GP (general partnership), 17, 37, 110, 341
grandchildren, generation-skipping transfer

tax (GST), 274

gross estate, 271, 341
GST (generation-skipping transfer tax), 274

o o

Harroch, Richard D. (Business Contracts Kit
For Dummies), 22

Hawaii, 313, 334

health department permits, 129

heirs, 20, 32, 341

help, hiring/using. See professional help

history, lack of, 34

holding company, 341

holding LLC, 29

home occupation permits, 129

home state, 74-75, 85

homes, 256, 263

homestead exemption, 263

o]e

IC (International Classification) code Web
site, 69
Idaho, 314, 334
identification numbers
conversion tax identification number, 109,
111, 116
employer identification number (EIN), 109,
130-131, 170, 296, 340
identity protection, 79, 94
Illinois, 314, 334
impute, 341
In re: Albright, No. 01-11367, Colorado
Bankruptcy Court, 62
income
active, 19
adjusted gross income (AGI), 241
passive, 19, 227
phantom, 19, 26, 147, 192, 226, 239-240,
252, 343
types of, 227
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Incorp.com Web site, 85
incorporate, defined, 341
incorporated entity, 104
incorporating company, 23, 42, 47-48, 56,
85-86
incorporation, articles of, 23, 47
IncorpServices.com, 85
indemnification, in articles of organization,
95-96
indemnification clause, 155-156
Indiana, 315, 334
information. See research and resources
initial reports, 123-125, 131
insurance, conversion process, 108, 114
intellectual property protections, 285-286.
See also trademarks
interests, 12, 141-142, 145-146, 162
Internal Revenue Service (IRS). See also taxes
allocations, 26, 147, 168
changing tax status, 32
disregarded entity, 169, 170
dissolution process requirements, 213
EIN, 109, 130-131, 170, 296, 340
equal value exchanges, 173-174
estate tax rates, 271
filing requirements, 26, 28
lawsuits by, 246
on LLCs, 15, 26, 171
personal profit, 26, 30
regulations, 53
return of capital, 173
S corporation, 38
self-employment taxes, 30, 34, 38, 113, 231,
236, 240-242
single-member LLC (SLLC), 17, 62, 169
tax status, 32
tax terminations, 208-209
Web site, 53, 109
Internal Revenue Service (IRS) forms
1040 (U.S. Individual Income Tax Return), 235
1065 (U.S. Return of Partnership Income),
26, 30, 224, 225, 232, 233-234
1120 (U.S. Corporation Income Tax
Return), 237
1120S (U.S. Income Tax Return for
S Corporation), 238
1128 (Application to Adopt, Change, or
Retain Tax Year), 209
2553 (Election by a Small Business
Corporation), 38, 229

8832 (Entity Classification Election), 32, 229,
230, 232, 237
Schedule E (Supplemental Income and
Loss), 235-236
Schedule K tax, 26, 30
Schedule K-1, 234-235, 238
Schedule SE (Self-Employment Tax), 236, 240
SS-4 (Application for Employer
Identification Number), 233
International Classification (IC) code Web
site, 69
Internet. See also Web sites
domain name, choosing, 67
Internet-based companies, 24, 75-77
research, doing own, 52
interstate transactions registration, 304
interview, professional help, 49-51
investing money. See contributions
investor-managed LLC, 180-181
investors
accredited, 183
laws regulating, 65
LLC as advantage, 286
real estate, 18-20
shares to, issuing, 30
transfer of shares, 35, 62, 164, 176-177
Iowa, 315, 334
IRS. See Internal Revenue Service (IRS)

o]o

joint gift, 275

joint liability, 341

joint venture, 341
judgment creditor, 341
judgment debt, 341
judgment liens, 246-247

oK o

Kansas, 316, 334
Kentucky, 316, 334

o/ o

labor laws, 53

land trusts, 260-262

laws on LLCs, 52-54. See also federal
laws/codes/regulations; state
requirements/statutes
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lawsuits and litigation. See also liability
protection
attorney services for, 54
avoiding, 29
by creditors, 244-245
by IRS, 246
privacy protection in, 90
protecting against, 22
registered agent (RA), 78-79, 93
for trademark infringement, 68
lawyer. See attorney
LawyerDex.com Web site, 44
leases, conversion process, 108
legal authority, 65
“legal coach” approach, 54
legal costs of probate, 277
legal fees, estate planning to reduce, 20
legal precedent, 12, 34, 38
legend, on membership certificates, 166, 177
LeGrand, David (attorney), 158
liability, 120, 220, 226, 341
liability protection
annual reports, 124, 197, 294-295
capitalizing the company, 294
charging orders, 191-194, 251-253
commingling funds, 297
control, giving up some, 298
corporations, 258-259
defined, 12, 341
filing properly, 291-292
land trusts, 260-261
licenses, 296
limited, 12, 341
LLCs for, 12, 19, 28-29, 38, 189-191, 249, 268
meetings, 295-296
of members, 64, 145
operating agreement, 293-294
permits, 296
with perpetual duration, 36, 92-93, 100
in professional LLCs (PLLCs), 17, 96
proper partner, 292-293
separating properties for, 22, 40
series LLCs, 267
signatures, 95, 98-99, 102, 297-298
single-member LLC (SLLC), 62-63, 170-171
taxes, 220, 226
licenses and permits, 117, 125-130, 132, 296
licensing board approval, 97-98
liens, 246-247, 341
life span, limited, 33, 35

lifetime gift tax exclusion, 271, 275
lifetime taxable gifts, 271
like-kind (1031) exchange, 265
limited liability, 28
“Limited Liability Companies Overview” (IRS
Publication 3402), 53
limited liability company (LLC). See also
specific topics
advantages, 28-33, 283-290
basics, 11-15
benefits of, 28-33
components of, 12-14
creating/planning, 21-24
customization, 283-284
defined, 11-12, 73
disadvantages, 33-36
history/origin of, 15-16
land trusts, 261
multiple, 253-254, 266-267
operations, 24-26
versus other entities, 36-40
reasons for forming, 283-290
series LLCs, 16, 40, 47, 77, 266-268,
284-285, 343
ten good reasons for, 283-290
things to avoid, 299-305
limited liability limited partnership (LLLP),
39-40
limited liability partnership (LLP), 16, 39
limited liability protection. See liability
protection
limited partners, 37, 342
limited partnership (LP), 37, 110-111, 342
Limited Partnership Association, 15
“liquidate and form” process, 113
liquidation of LLC, 169
litigation. See lawsuits and litigation
living trusts, 94, 264, 342
LLC. See limited liability company (LLC)
LLLP (limited liability limited partnership),
39-40
LLP (limited liability partnership), 16, 39
loans, 108, 114, 263-264
locally issued permits, 128-129
location of business
in articles of organization, 91-92, 100
defining, 81-82
versus domicile, 73, 81
in multiple states, 82-86
registered agent (RA) for every, 78-81



logo, to include “LLC”, 109

loss, 19, 26, 227

Louisiana, 316-317, 335

LP (limited partnership), 37, 110-111, 342

ol o

Maine, 317, 335
management structure
articles of organization, 88, 93-94, 101
choosing, 31, 63-65
for family of mixed ages, 20, 32
planning, 23
manager-managed LLCs
absolute authority of, 63
advantage of, 194
choosing, 16, 64-65
decision-making, 31-32
defined, 23, 31, 63
as estate planning tool, 32, 65
example of, 65
family limited partnerships (FLPs), 278
for family of mixed ages, 20
in Nevada, 76-77
nominees, 250-251
number of managers in, 63
operating agreement, 64-65
securities laws, 65, 180-181
self-employment tax, 241
managers
articles of organization, 23, 94, 98-99, 101
choices of, 16
described, 151-154
indemnification of, 95-96
nominee, legal in Nevada, 77
market, targeting, in name choice, 66
Martindale-Hubbell Web site, 44
Maryland, 317-318, 335
Massachusetts, 318, 335
mediation, 156
Medicare taxes, 240, 241
meetings
agenda example, 200-201
annual, 199, 247
dissolution, 211
forms, 202
legal requirements, 198
liability protection, 295-296
minutes, 199, 295, 342

online option, 200
operating agreement, 148-151
with professional help, 50-51
quorum, 199-200
record keeping, 198-202
shareholders’, 112
member, defined, 161, 342
member-managed LLCs
charging order protections, 252
choosing, 63-64
decision-making, 31-32
defined, 23, 31, 63
family limited partnerships (FLPs), 278
privacy protection, 251
risk of, 194
securities laws, 180-181
members and membership. See also
membership interest
adding and withdrawing, 171-177
in articles of organization, 88, 94, 98-99, 101
bankruptcy of, 206
choosing, 59-63
classes, 13, 39, 143-144, 164-166, 278, 286
death of, 138, 175-176, 206
defined, 12, 59-60, 161
distribution changes, 289-290
expulsion of, 206, 207
family as potential, 20
foreclosure by creditor, 194, 252, 253
indemnification of, 95-96
initial, 142-143
liability of, 145
membership interests, 141-142
new, 144-145, 173-174
number of, 63, 164, 165
payments to after dissolution, 216-217
percentages, 60
privacy of, 250-251
resignation of, 206
retirement of, 206
rights, 137
roll of, 197
rules governing, 163-165
sale of membership interests, 228
shares, 18, 20, 173-174
single-member LLC (SLLC), 62-63
voting, 143-145
voting rights, 96, 144
withdrawal, 172, 174-175

Index 353
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membership certificates, 60, 162, 166, 177,
207, 342

membership interest
in articles of organization, 94
certificate of, 60, 162, 166, 177, 342
in conversion process, 111
defined, 12-13, 60, 342
distributions in proportion to, 14
in exchange for investment, 30
percentage of, deciding, 61
transfer, 141-142, 145-146, 162, 228
voting rights according to, 96

membership register, 342

membership roll, 197

mentor relationship, 54

merger, 112-113, 342

Michigan, 318-319, 335

Minnesota, 319, 335

minutes, 199, 295, 342

Mississippi, 319-320, 335

Missouri, 320, 335

money invested. See contributions

Montana, 320-321, 335

mortgage loans, 263-264

multiple LLCs, 253-254, 266-267

multiple state business and registration
“doing business” in, 81-83
foreign filing, 82-83
incorporating company, 47, 85-86
maintaining, 85-86
registered agent (RA), 23, 75-76, 80, 82, 84
registration, 75, 81, 82-84
withdrawing from state, 85-86

multiple-member LLC, 13

MyLLC.com, Inc. Web site, 21, 69, 89

o\ o

name of LLC. See also trademarks
in articles of organization, 88, 91, 99
availability of, 68-70
cautions, 66
changes, 199
conflicts with, 122
criteria for, 70-71
DBA (doing business as), 71, 114, 117
domain name, 67
to include “LLC”, 109, 116
misleading, 122
more than one (DBA), 71

multiple, 66-71
for professional LLC (PLLC), 97
reservation by state, 70-71, 334-336
revoked (“dead”), 69
search for, 69-70
selecting, 66-67
trademark of, 70-71
namestorming session, 67
NASDAQ, 178
Nebraska, 321, 335
Nevada, 76-77, 113, 115, 250, 255, 262,
321-322
New Hampshire, 322, 335
New Jersey, 322-323, 335
New Mexico, 323, 335
New York, 124, 323-324, 335
nominee, 342
nominees, 250-251
nonprofit corporation, 342
non-recourse debt, 226
nontaxable events, 238
nonvoting shares, 143, 144
North Carolina, 324, 335
North Dakota, 324-325, 335
not-for-profit corporation, 342
notices
to creditors before dissolution, 215-216
rejection-of-filing, 122

o () o

off-shore corporation or LLC, 342
Ohio, 325, 335

Oklahoma, 325, 335

online. See Internet; Web sites

operating agreement. See also members and

membership
amending, 159-160
versus articles of organization, 90
charging order, 145, 146, 191-192, 253
completion, 159
contents of, 136-137
in conversion process, 109
creating, 16, 24-25
customization, 47
defined, 135-136
dispute resolution, 156
dissolution, 156-157, 205, 207
distribution, 147-148
family limited partnerships (FLPs), 278



financial records and reporting, 154-155, 198
form and structure, 157-158
incorporating company for, 47
indemnification clause, 155-156
liability protections, 145, 293-294
management and duties, 137, 151-154
meetings and voting, 148-151
members rights and privileges, 137-146
as necessary, 302-303
new members, 144-145
oral agreements, 138
organization, 141
outline format, 140-141
ownership, percentage of, 143
partners, 60-61, 138
quorum, 149-150, 199
reason for, 137-138
rules, creation of, 139
sample document, on CD, 333
signing and ratifying, 158-159
single-member LLC (SLLC), 138
titles and duties, assigning, 137
voting, 148-151
operation of an LLC, 24-26
oral agreements, 138
Oregon, 85, 326, 335
organization. See articles of organization;
business structure; limited liability
company (LLC)
out-of-state LLCs, 75-78
overages, gift, 271, 275, 276
ownership. See also members and
membership
in conversion process, 111
limitations of, 30, 33, 35
percentage of, 14, 61-62, 143, 162
restrictions, 28, 30, 34
shares, selling, 62
transfer, 33, 35, 62

oo

paperwork. See documentation
paralegal services, 52, 56
partners and partnerships
buy-sell agreement, 142, 166-167
versus corporations, 227-228
defined, 138
general partnership (GP), 17, 37, 110, 341

liability protections, 292-293
limited liability limited partnership (LLLP),
39-40
limited liability partnership (LLP), 16, 39
limited partnership (LP), 37, 110-111, 342
professional limited liability company
(PLLO), 17, 96-98
silent, 23, 65, 97, 241, 343
tax consequences, 224
tax treatment, 171
partnership agreement, 60, 111, 301. See also
operating agreement
passive income, 19, 227
pass-through tax treatment
changing from corporate to, 32, 111-112
charging orders, 194
defined, 18, 26, 224, 342-343
dissolution, 219
IRS filing requirements, 224, 225, 232-236
limited liability partnership (LLP), 39
preservation of, 227-228
process, 29-30, 224-227
patents, 69, 114, 285-286. See also
trademarks
Patents, Copyrights & Trademarks For
Dummies (Charmasson), 69
PDF reader (Adobe Acrobat) on CD, 333
Pennsylvania, 15, 326, 336
percentage of ownership, 61, 143, 162
permits and licenses, 117, 125-130, 132, 296
perpetual duration, 36, 92-93, 100
perpetual existence, 210
personal guarantor, 108
personal liability. See liability protection
personal piggy-bank, LLC as, 303-304
personal residences, 256, 263
phantom income, 19, 26, 147, 192, 226,
239-240, 252, 343
place of business. See location of business
PLLC (professional limited liability
company), 17, 96-98
PPM (private placement memorandum), 184
prejudgment liens, 246
preparation of documents. See document
preparation
privacy protection, 261
privacy protections, 76, 78, 90-91, 94,
250-251, 261
private placement memorandum (PPM), 184
probate, 20, 276
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professional help. See also accountant;
attorney
choosing, 41-42
compatibility, 42, 43
fees for, controlling, 52-56

incorporating company, 23, 42, 47-48, 56,

85-86
preparing and meeting with, 48-51
tax advisor, 45-46, 111, 117
terminating, 51
types of, using, 43-48, 54, 56
professional limited liability company
(PLLC), 17, 96-98
professional/occupational licenses, 128
profit. See allocation; distribution
promissory notes, 177
property. See asset(s)
property use permits, 129
proprietors, 62. See also sole
proprietorship (SP)

provisions. See also articles of organization

allocation, 147-148

buy-sell agreement, 142

charging order protection, 145, 146
compensation, 154

defined, 87, 90, 343

delegation of powers, 153-154
dispute resolution, 156

dissolution, 156-157

distribution, 147-148

elections, 152-153

financial records/reporting, 154-155, 198
indemnification clause, 155-156
initial members, 142-143

interests, 141-142, 145-146, 162, 228
liability of members, 145
management and duties, 151-154
manager, defined, 151-154
meetings, 148-149

member liability, 145

membership classifications, 143-144
new members, 144-145
organization, 141

outline of, 140-141

ownership percentage, 143

proxies, 151

purchasing membership, 146
quorum, 149-150

voting members, 143, 144, 145, 150-151

proxy vote, 151, 200

public announcements, 124

public records of LLC, 76, 91
public-owned company, 35, 38, 77
purpose of LLC, 88, 92, 97, 100, 153-154
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quit-claim deed, 265
quorum, 149-150, 199-200, 343
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RA. See registered agents (RAs)
RAI (Registered-Agent-Information.com)
Web site, 79
real estate
corporation’s disadvantages, 230, 258-259
estate planning, 271
investment, 18-20
LLC protections, 284-285
rental property, 227, 228, 262-263
S corporation’s disadvantages, 232, 259
single-member LL.C (SLLC), 228
1031 exchange, 265
transfer, 105, 238-239, 271
real estate LLCs
advantages of, 257-258
land trusts, 260-262
loans, 263-264
state options, 262-263
title transfers, 264-266
transfers to, 238-239
records kit, company, 25-26, 195-197, 301,
340. See also documentation
recourse debt, 226
referrals, 43
registered agents (RAs)
articles of organization, 88, 93, 100,
102, 123
versus attorney, 81
availability of, 23-24
change of agent, by state on CD, 334-336
contract with, 80
defined, 343
dissolution, 218
fees for, 80
finding/working with, 79-81



functions of, 78-79
initial reports, 124
lax, example of, 80
managing your state filings, 23
multi-state, 85-86
for multi-state business, 23, 75-76, 80, 82, 84
need for, 23-24, 78
responsibilities of, 78-79
serving as own, 24
Registered-Agent-Information.com (RAI) Web
site, 79
registration. See also articles of organization;
operating agreement
exemptions, 178, 181-185
license for, conversion process, 116
location versus origins, 73, 81
in multiple states, 81-86
with state, 24
regulations on LLCs, 52-54. See also federal
laws/codes/regulations; Internal Revenue
Service (IRS); state
requirements/statutes
regulatory law, 343
rejection-of-filing notice, 122
rental property, 227, 228, 262-263
reorganization, 205
reports. See also documentation
annual, 124, 197, 294-295
financial, and operating agreement,
154-155, 198
initial, 123-125, 131
research and resources. See also Web sites
attorney referrals, 43
doing own, 52-54
as first step, 21-22
laws/regulations, 53
LLC creation, 21-22
name of company, 68-71
professional help, 43-48
registered agent (RA), 79
residency of company, 24. See also domicile
resident agent, 78. See also registered
agents (RAs)
resolution, 77, 156, 199, 201-202, 211, 295, 343
restricted securities, 176-177
retainers, 56
retirement issues, 61
return of capital, 173
return on money. See distribution

Reuting, Jennifer (author), 21-22

Revised Model Business Corporation Act
(RMBCA), 83

Revised Uniform Limited Liability Company
Act (RULLCA), 74

revoked status, 69, 190, 197

Rhode Island, 327, 336

right of first refusal, 174

rights of members, 137

RMBCA (Revised Model Business
Corporation Act), 83

rules, securities exemptions, 178, 181-185

RULLCA (Revised Uniform Limited Liability
Company Act), 74

oS e

S corporations
as business structure, 13, 18
defined, 343
IRS filing requirements, 232, 238
versus LLCs, 38-39, 225
real estate, 232, 259
self-employment tax, 241-242
single-member LLC (SLLC), 229
tax treatment, 229, 231-232, 238
salaries (compensation), 154, 231, 241-242
sale of membership interests, 228
sales and use tax permits, 126-127
sales tax, 126-127, 132
SBA (U.S. Small Business Administration)
Web site, 43
Schedule E (Supplemental Income and Loss),
235-236
Schedule K-1, 26, 30, 234-235, 238
Schedule SE (Self-Employment Tax), 236, 240
seal, company, 26, 195
SEC Form D, 182
Secretary of State filings. See also state
requirements/statutes
articles of organization, 87
cancellation of entity, 86, 118
conversion of entity, 106, 109, 113
foreign filing, 83-84
laws/regulations, 53
name form, 71
registered agent referral, 79-80
trademark, 68-69
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securities. See also asset(s); shares
defined, 178
laws, 53, 65, 178-181
registration, 130
registration exemptions, 178, 181-185
restricted, 176-177
Securities and Exchange Act (1934), 178-179
Securities and Exchange Commission (SEC),
53, 65, 177-182
securities LLCs, 239
segregation of asset(s), 288

self-employment tax, 30, 34, 38, 113, 231, 236,

240-242
series LLCs, 16, 40, 47, 77, 254, 266-268,
284-285, 343
services, 163, 217, 343
several liability, 343
shareholder register, 342
shareholders’ meetings, 112
shares
certificates, 14, 26, 60
current value, 174
defined, 162
economic rights, 174
equal value exchange, 173-174
issuing, 30
membership certificates, 146, 162, 166, 177
for new members, 173-174
nonvoting, 143, 144
promissory notes, 177
purchasing, 146
registration exemptions, 178, 181-185
right of first refusal, 174
selling, 177-178
transfer of, 35, 62, 164, 176-177
voting, 143, 144, 145
withdrawal of, 174-175
short term projects, 287-288
signatures, 95, 98-99, 102, 297-298
silent partners, 23, 65, 97, 241, 343
Simon, Jordan S. (Estate Planning For
Dummies), 22, 270
single-member LL.C (SLLC)
changing order protections, 293
converting to, 108
defined, 13, 62, 138, 343

liability protection, 62-63, 170-171, 292-293

in Nevada, 76
operating agreements for, 138

S corporation tax status, 229
Schedule E (Supplemental Income and
Loss), 236
as sole proprietorship, 16-18, 62, 190
tax treatment, 169, 228-229, 233
SLLC. See single-member LLC (SLLC)
small business, LLC for running, 16-18
Social Security taxes, 240, 241
sole proprietors, 16
sole proprietorship (SP)
converting from, to LLC, 108-109
defined, 36, 343
IRS filing requirements, 237
versus LLC, 16-18, 36
LLC customization as advantage, 283-284
single-member LLC (SLLC) as, 16-18, 62,
190, 228-229
tax treatment, 224, 237
South Carolina, 207, 327, 336
South Dakota, 328, 336
SP. See sole proprietorship (SP)
special allocations, 168, 235
special securities laws, 178
spendthrift trusts, 249
state requirements/statutes. See also
Secretary of State filings; specific states
articles of organization, 89-90
CD, documents on, 333, 334-336
domicile according to, choosing, 73-77
federal guidelines for, 74, 89
indemnification, 95-96
items to consider, 75
licenses, 128
LLC formation, listed by state name,
307-332
management structure, 23
multiple state registration, 81-86
registration/approval, 24
resident agent filing, 23-24, 78-80
securities laws, 179-180
selection of, 74-78
state-required agents, 78-81
statutory conversions, 113-116
tax structures, 75, 77
trademark, 68-70
state trademark, 68
statutory agent, 23. See also registered
agents (RAs)
statutory conversions, 113-116



statutory law, 343

step-up in basis, estate capital gains, 273
stock certificates, 343-344

stock liability, 29

stock market crash of 1929, 179

Stress Management For Dummies (Elkin), 61
structure. See business structure
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Talent, Jim (senator), 249
tangible goods, 126, 132
tax basis, 225-226, 231
tax election, 208
“Tax Guide for Small Businesses” (IRS
Publication 334), 53
tax identification number, 109, 130-131, 170,
233, 296, 340
Tax Reconciliation Relief Act, 272-273
tax registration number, 128
tax returns, 198, 232-238
how long to keep, 198
tax terminations, 208-209
tax year, 234
taxable estate, 271, 344
taxes. See also double taxation; estate
planning; estate taxes; Internal Revenue
Service (IRS); pass-through tax treatment
advisor, 45-46, 52, 111, 117
asset transfers, 238-239, 249
avoidance, 300
capital gains taxes, 273
conversion process, 105-106, 109, 112-113
dissolution, 208-209, 217, 219-220
domicile for lower, choosing, 74-75
evasion of, 300
franchise tax, 85, 267, 340
incomes subjected to, 26
LLC as advantage, 289
loss deduction in, 19
lowest states, 75-77
Medicare, 240, 241
pass-through, 26
paying, 26, 30
phantom income, 239-240
self-employment taxes, 30, 34, 38, 113, 231,
236, 240-242

separating assets to lower, 113, 117
Social Security, 240, 241
state, 76-77, 116, 307-332
status of, 28, 32
title transfers, 266
team building, 42
1031 exchange, 265
Tennessee, 328-329, 336
term, short-term projects, 287-288
termination. See dissolution
termination, notice of, 117-118
TESS (Trademark Electronic Search
System), 69
Texas, 329, 336
title, transfer of, 264-266
titles and duties, assigning to
management, 137
trademark attorney, 302
Trademark Electronic Search System
(TESS), 69
trademarks
conversion process, 108, 114
defined, 344
federal, 68, 70
infringement of, 68, 302
property protections, 285-286
researching, 68-70
reserving/filing, 70-71
state versus federal, 68, 70
when to register, 68
transferring domicile, 85
trustor, 344
trusts
defined, 344
estate planning, with LLCs, 19-20, 277-278
for identity protection, 94
land, 260-262
living trust, 94, 264, 342
LLC in conjunction with, 19-20
spendthrift trusts, 249
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UBI (Universal Business Identifier) number,
128

undercapitalization, 190

Uniform Limited Liability Company Act
(ULLCA), 89
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Uniform Limited Offering Exemption
(ULOE), 180

United States Securities Act of 1933, 178-179

unlimited marital deduction, 271, 344

U.S. Department of Labor (US-DOL) Web
site, 53

U.S. Patent and Trademark Office, 68, 69

U.S. Small Business Association (SBA) Web
site, 43

use and occupancy permits, 129

use tax, 127

Utah, 329, 336

oo

valuation of contributions, 13

veil of limited liability, 189-191, 249, 268
Vermont, 330, 336

Virginia, 330, 336

vision, communicating, 48

voting, 143-145, 150-151, 200

voting rights, 96, 101
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Washington, 331, 336
Web sites
author’s, 21
CorpFiling, 45
CorpTech Supply, 196
domain search, 67
Employer Identification Number (EIN),
109, 296

FindLaw, Thomson’s, 44

IC codes and industries, 69

Incorp.com, 85

Internal Revenue Service (IRS), 53, 109

LawyerDex.com, 44

Martindale-Hubbell, 44

MyLLC.com, Inc., 21, 69, 89

name search, 69

Registered-Agent-Information.com (RAI), 79

Secretary of State, 53

Securities and Exchange Commission

(SEC), 53

state facts, listed by state name, 307-332

state information, on CD, 334-336

tax laws, 45

U.S. Department of Labor (US-DOL), 53

U.S. Patent and Trademark Office, 68, 69

U.S. Small Business Administration (SBA), 43
West Virginia, 331, 336
winding up the affairs, 117, 157, 212, 219, 344
Wisconsin, 332, 336
withdrawal process, 218
withdrawing/canceling. See dissolution
workers’ compensation insurance, 131
Wurzburg Bros. Inc v. James Coleman, 298
Wyoming, 15, 77, 113, 209, 255, 262, 332, 336
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zoning permits, 129



