
Form letters regarding the formation of a corporation, services to be performed in forming 
a corporation and detailed long letter on how to operate a corporation- do’s and don’ts in 
order to avoid losing your corporate protection. 
   
Form:  Letter to client regarding performance of legal services in forming corporation 
 

[Date] 
 

ATTORNEY-CLIENT COMMUNICATION: THIS DOCUMENT AND ITS 
CONTENTS CONSTITUTE LEGALLY PRIVILEGED INFORMATION 

 
[Client's name] 
[Client's address] 
 
Regarding: Legal services to be performed in connection with your corporation 
 
Dear [Client's  salutation]: 
 
This letter is written to confirm the terms on which this firm has been retained by you to incorporate 
your business or to establish a corporation of the type previously discussed with you. 
 
The following services will be performed by our firm in connection with the formation of the 
corporation: 
 
1. Office conference concerning your incorporation. 
 
2. Preparation of the Certificate of Formation document (that is the document that is used to 
form your corporation, it was previously known as Articles of Incorporation) and  filing the same 
with the Secretary of State's office. 
 
You have agreed to pay my firm $[Amount] for the above legal services. 
 
 This fee does not include any other legal work including but not limited to: 
 
1. Attending the organizational meeting. 
 
2. Preparation of bylaws and minutes of the organization meeting. 
 
3. The capitalization of the corporation and the issuance of stock. Note that the prior 
requirement of $1000 capitalization has been eliminated. 
 
4. Preparation of contracts or agreements among shareholders or. 
 
5. Representation in day to day legal matters or any other legal work. 
 

OTHER LEGAL SERVICES: 

PREVIEW  
 
 
 

PLEASE DO NOT COPY 
 
 
 

THIS DOCUMENT 
 
 
 

THANK YOU 
 
 
 

LegalFormsForTexas.Com 



 
You have not requested me to perform nor have I agreed to do any work or legal research regarding 
setting up and running your business, licenses, state or federal rules or regulations, copyrights, 
trademarks, patents or searches concerning the same, pre incorporation agreements, employment 
contracts between officers and key employees of the corporation, Stock Purchase Agreements, 
Buy/Sell Agreements, Deferred Compensation Agreements, Pension or Profit sharing Plans, 
Assignments and Bills of Sale between shareholders and the corporation, Debentures, Promissory 
Notes, immigration, visas, or any other legal services. 
 
If you desire my firm to perform any of the above legal services, then we should enter into an 
attorney fee agreement which sets forth the requested work and the agreed to fee. 
 
Please sign and date this letter and return the signed original to my office.  A copy of this letter is 
enclosed for your files. 
 

Very truly yours, 
 
 

[Name of attorney] 
 
Accepted and agreed to on ____________________. 
 
 

________________________ 
[Name of client] 
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Letter to client regarding formation of corporation 
 

[Date] 
 

ATTORNEY-CLIENT COMMUNICATION: THIS DOCUMENT AND ITS 
CONTENTS CONSTITUTE LEGALLY PRIVILEGED INFORMATION 

 
[Client's name] 
[Client's address] 
 
Regarding: Information concerning your proposed incorporation. 
 
Dear  [Salutation]: 
 
Per our meeting, enclosed please find a summary of our discussion concerning incorporating your 
business. 
 
The first consideration was to decide whether the business entity should be formed as a corporation, 
(close or regular), limited liability corporation,  limited partnership, partnership, limited liability 
partnership or sole proprietorship. 
 
After discussing the above mentioned business entities, you have informed me that you have chosen 
the corporate form as the most appropriate legal entity for your business. 
 
We discussed the differences between a "Close" and a standard corporation as well as the newer 
business entities: limited liability corporations and partnerships. 
 
We also discussed incorporating in Texas versus other states, such as Delaware.  Finally we 
discussed the Texas Franchise tax and its effect on your proposed corporation. 
 
After discussing the above issues, I recommended that you consult a qualified tax advisor to advise 
you regarding the following: 
 
1. To determine if a "sub chapter S" election will be beneficial and, 
 
2. To assist you in capitalizing your corporation and determining the stock structure, 
number of shares to be issued, whether the shares will be par or no par, and the cost per share. 
 
After you meet with your tax advisor, and gain the approval of your incorporation, I can assist you 
in issuing stock certificates.  The charge for capitalizing your company and issuing stock is not 
included in the initial fee; it will be based on the agreed hourly rate, if you request me to perform 
those legal services. 
 
Next you informed me that you have decided to form a  [standard or close corporation].  Now you 
should determine the name of the corporation. 
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You have indicated that the corporate name you have chosen is  [Proposed Corporation's Name]. 
 
We also discussed the steps required to form a Texas corporation which include the following: 
 
1. Preparation of the Certificate of Formation and filing the Certificate with the Secretary of 
State's office in order to obtain a corporate charter, 
 
2. Preparation of the corporate bylaws, 
 
3. Organizing the corporation by holding an organizational meeting, or signing a 
Ratification in Lieu of holding the Organizational Meeting, 
 
4. Capitalizing the corporation by the issuance of stock and imposing stock restrictions if 
desired, 
 
5. Adopting corporate plans and resolutions including but not limited to a Section 1244 
stock plan, medical or health care reimbursement plan, and 
 
6. Preparation of shareholder and employee agreements. 
 
The contents of the above mentioned documents may vary, depending upon the type of business 
which is sought to be incorporated and whether or not the corporation shall act as a general business 
or a "close" corporation. 
 
A Texas close corporation allows the corporation to be managed as a partnership while still 
enjoying the benefits of corporate protection. 
 
You have requested a  [standard or close corporation].  Pursuant to your request, I shall prepare the 
Certificate of Formation and file the same with the Secretary of State's office. 
 
At the time of filing, the filing fee must be paid.  Additionally I recommend the payment of the 
special handling fee to expedite the filing of the incorporation. 
 
The Certificate of Formation set forth basic information concerning the corporation and its capital 
structure. 
 
We have also discussed the fact that in Texas the process of incorporating a going business requires 
the filing of certain additional notices in addition to filing the Certificate of Formation with the 
Secretary of State's office. 
 
After we have filed the Certificate, the Secretary of State will issue a corporate charter along with a 
charter number. 
 
Thereafter the corporation must be organized pursuant to an organizational meeting of the initial 
board of directors.  This is the time and place where the corporation is actually organized.  The 
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initial board of directors accept the resignation of any directors who cannot continue and new 
directors may be appointed. 
 
The board of directors must choose officers and approve corporate bylaws, which set forth the rules, 
regulations and restrictions under which the corporation shall operate.  The board should also ratify, 
(if necessary) contracts, agreements and other corporate business which is at hand. 
 
At this meeting the following items are usually discussed and approved: 
 
1. Approval of the corporate bylaws, corporate minute book and corporate seal; 
 
2. Establishment of bank accounts; 
 
3. Election of officers and directors and terms of compensation for the officers and 

directors. 
 
4. Approval of a Section 1244 stock plan and medical reimbursement plan; 
 
5. Approval of initial employment contracts and/or management contracts; and 
 
6. Approval of restrictions to the sale or transfer of corporate stock and/or corporate 
shareholder agreements. 
 
If you have requested and paid the legal fees, I will attend the meeting to assist you in organizing 
the corporation and then I can prepare the organizational minutes thereafter for the appropriate 
signatures. 
 
You must hold your organizational meeting to adopt the bylaws, confirm your directors, elect 
officers, pay the required capitalization fee, issue stock certificates and conduct any other required 
business.  If you do not hold your organizational meeting, and complete the required paper work 
(minutes and bylaws) your incorporation will not be complete.  Consequently all corporate actions 
could be subject to contest and you and the other directors/shareholders may be personally liable for 
all corporate/business obligations. 
 
Please review the enclosed draft of your Certificate of Formation and make sure that I have spelled 
each person's name correctly.  I was only given one address; if you desire other addresses placed in 
the Certificate for each individual, then please write the address down and I will have it typed into 
the Certificate. 
 
If the Certificate meet with your approval, then please have each Organizer sign the Certificate and 
have their signature notarized.  If you don't have a notary, my office can notarize the signatures if 
the person signs the document in the presence of one of my notaries. 
 
Since you are the only person that I have had contact with at this point, please give copies of this 
letter to any other persons who will be forming the corporation with you. 
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I consider only you to be my client at this point.  If you believe that other persons are included in 
my representation, please advise me, so that we can clear up any misunderstandings. 
 
Please review the above and contact me if you have any questions regarding the preparation and 
formation of your corporation. 

 
Very truly yours, 

 
 

[Name of attorney] 
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Form:  Letter to client regarding operating corporation and complying with corporate 
formalities 
 

[Date] 
 

ATTORNEY-CLIENT COMMUNICATION: THIS DOCUMENT AND ITS 
CONTENTS CONSTITUTE LEGALLY PRIVILEGED INFORMATION 

 
[Client's name] 
[Client's address] 
 
Regarding: Information concerning corporate responsibilities 
 
Dear  [Salutation]: 
 
Per our meeting, enclosed please find a summary of our discussion concerning corporate 
responsibilities which you must follow to maintain your corporate status.  Failure to comply with 
corporate law and formalities can result in individual liability to the directors or shareholders if the 
"corporate veil is pierced." 
 
This letter summarizes our meeting wherein I informed you of the importance of keeping timely and 
accurate corporate records and following the corporate formalities. 
 
This letter also summarizes some of the basic powers, duties and obligations that should be 
considered in preserving and maintaining your status as a corporation so that you will better 
understand the corporate mode of business. 
 
Your incorporation has been approved by the secretary of state and you should now hold or have 
already held the corporation's organizational meeting. 
 
Upon completing the organizational meeting, you are officially incorporated; however, in order to 
insure the continued existence of the separate corporate entity, the following considerations should 
be reviewed and observed by the corporation employees, shareholders and directors. 
 
One of the principal advantages of conducting business in the corporate form is to limit or reduce 
your personal liability for corporate bills and debts.  In some situations the officers, directors, and 
shareholders may be personally liable for the debts of the corporation regardless of the corporate 
form. 
 
When you begin business many creditors may not extend credit unless you sign a personal guaranty 
agreement.  The agreement renders you personally liable for the corporation's debts.  A guaranty 
agreement creates an express contract which makes you liable for the corporation's debts. 
 
You can also become liable for the corporation's debts by implied actions or negligent conduct as 
follows: 
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If you disregard corporate formalities or commingle your personal interests with the corporation's 
assets or interests, you can open the door for an adverse party to "pierce the corporate veil" and 
render you personally liable for the corporation's debts.  Consequently, you should never refer to 
your company as "my" business or "our" business.  Such a statement could later be used against you 
as being a material representation that the business was a proprietorship or a partnership rather than 
a corporation. 
 
Let us review all contracts and credit agreements prior to signing the same so that we can make sure 
they do not contain hidden personal liability representations or guaranties. 
 
1. You should read and review the Certificate of Formation and Bylaws. 
 
2. If the corporation will engage in retail or rental business, or perform taxable services it must 
obtain a sales tax permit from the controller of public accounts for each place of business within the 
state.  A limited sales tax permit will not be issued until the applicant provides the controller with a 
bond or other security. 
 
3. Depending on the type of business or activity that the corporation may be engaged in, it may 
be subject to certain state licensing requirements or be required to pay certain fees or occupational 
taxes. 
 
4. The corporation should apply to the Internal Revenue Service for an employer identification 
number on the required Internal Revenue Service form. 
 
5. Funds collected by the corporation for FICA (social security) and withholding taxes must be 
paid according to the provisions under the Internal Revenue Code, or the persons who are 
responsible for the withholding and deposits will be held personally liable for nonpayment of the 
same.  This liability is separate and distinct from the liability imposed upon the employer-
corporation. 
 
6. The State imposes a franchise tax on corporations for the privilege of doing business in this 
state.  If your corporation fails to pay its annual franchise tax, your corporation will be subject to 
penalties and interest.  Thereafter the corporation can forfeit its charter to do business in the state for 
said nonpayment. 
 
7. You must obtain an Assumed Name Certificate if your corporation will be known as, or 
transact business under, any name other than the exact corporate name as stated on the certificate or 
Certificate of Formation.  The Assumed Name Certificate must be filed with both the secretary of 
state and the county clerk's office of the county in which the corporation has its registered office as 
stated in the Certificate of Formation. 
 
8. Depending upon your tax objectives, you may want to consider electing subchapter S 
Corporation status with the Internal Revenue Service so that the corporation may be taxed as a 
partnership rather than as a corporation.  The Internal Revenue Service Form must be filed within 
seventy-five (75) days of the commencement of the business.  It is advisable that the subchapter S 
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Election Form be submitted to the Internal Revenue Service by certified mail with return receipt 
requested. 
 
Qualifying for S Corporation Status 
 
To obtain S Corporation status, a general, for-profit corporation must first be formed by filing 
Certificate of Formation with the Office of the Secretary of State.  
 
Once the corporation has been formed, you must file IRS form 2553 with the IRS.(1) Please refer to 
the list below for general Federal requirements for qualifying as an S Corporation (6): 
 
* A Corporation must first be filed at the state level 
 
* Calendar Year Only-Corporations with fiscal years ending in a date other than December 31 must 
apply to the IRS for permission or under the provisions of IRS code section 444 
 
* Maximum of 75 shareholders 
 
* ALL shareholders must be either U.S. Citizens or Permanent Resident Aliens. Non-resident aliens 
are NOT acceptable 
 
* The corporation must have issued only ONE class of stock 
 
* No more than 25% of the corporation's gross income can be derived from passive investment 
activities  
 
Important Disclaimer: The discussion and examples provided herein are simple illustrations for 
informational purposes only. We strongly urge you to contact a licensed professional before making 
any decisions that could impact your tax liability. 
 
9. In order to protect your status as a corporation, certain formalities should be observed 
concerning the compensation and remuneration paid to officers of the corporation.  The board of 
directors should pay to its officers reasonable compensation.  The Internal Revenue Service has the 
power to disallow deductions of the corporation for monies paid in excess of what is considered as 
"reasonable remuneration" paid to employees based on the employee's efforts and contributions to 
the corporation.  Never pay a bonus to an employee who is also a shareholder and/or a director until 
the bonus is authorized by a resolution of the Board of Directors and reflected in the Minutes.  The 
practice can raise questions concerning personal liability and invite Internal Revenue Service 
scrutiny.  The Internal Revenue Service could argue that the payment was a dividend.  Dividends 
are taxed twice, once to the corporation and once to the person receiving the money.  The 
corporation cannot deduct as a business expense the dividend paid to a shareholder. 
 
10. The corporation should not begin business until the corporation has received at least $1,000 
for the issuance of its shares.  I would recommend that before execution of the shares of the 
corporation, the board of directors recite, in a resolution, the fact that the $1,000 consideration has 
been received. 
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11. You should hold an annual shareholders and directors' meeting as required by law.  You 
should discuss and review the business activities which have transpired during the previous year at 
the annual meeting.  Please contact this firm if you desire our assistance in helping you prepare the 
requisite corporation resolutions and minutes which should accompany the shareholders and 
directors' meetings, including the annual meeting. 
 
12. Keep in mind the appropriate business for your corporation.  As a general corporation, you 
may engage in a broad range of businesses.  However, as a general corporation, you cannot legally 
engage in the following businesses: banking, trust company business, building and loan 
associations, insurance, railroad activities, cemetery business, abstract and title, and other ventures 
which require a special license.  In order to incorporate a professional business, such as a doctor or 
dentist, you must be incorporated under the correct professional incorporation act. 
 
13. Corporate formalities: You should at all times do business under the corporate name exactly 
as specified in the Certificate of Formation and not deviate therefrom unless an appropriate assumed 
name certificate has been filed.  Accordingly, letterhead, invoices and stationery should be ordered 
to reflect the full, correct corporate name. 
 
14. Whenever a person signs on behalf of or for the corporation, he or she should add his or her 
title next to the signature so that it will be clear that he or she is acting as an agent of the corporation 
rather than in his or her individual capacity.  For instance, if you sign a contract with just your name 
and do not state your relationship to the corporation next to your name in the contract, you may be 
held personally liable for the contract.  A correct signature would be: 
 

XYZ Corporation 
 

By: _________________________ 
 [typed name], Vice President 

 
15. Your bank and checking accounts should also reflect your corporate name.  A new bank 
account should be opened in the name of the corporation.  This should be accomplished easily by 
completing a corporate resolution which authorizes the corporation to open a bank account.  Any 
loans or banking activities should be conducted in the name of the corporation rather than your 
name individually or you may become personally liable for said obligations.  If a loan is made and 
the lender requires you to endorse or guarantee the loan personally, you should have the above 
action approved by the board of directors and reflect the approval in an appropriately drafted 
corporate resolution which is adopted and inserted into the minute book of the corporation.  
Likewise, all leases, contracts and other arrangements which you have regarding your present 
equipment, office premises and furniture should be handled in the same fashion.  All important 
corporate transactions should be approved by the board of directors and adopted by the corporation 
pursuant to a properly prepared corporate resolution which is adopted and inserted into the 
corporate minute or record book.  An example of items which should be approved by the board of 
directors includes such things as employment contracts, buy-sell agreements, profit sharing and 
pension plans, trust agreements, loans, leases, major purchases and important decisions which could 
effect the capital structure or finances of the corporation. 

PREVIEW  
 
 
 

PLEASE DO NOT COPY 
 
 
 

THIS DOCUMENT 
 
 
 

THANK YOU 
 
 
 

LegalFormsForTexas.Com 



 
16. Compensation of employees: You should also establish reasonable salaries and/or 
compensation for all employees and directors of the corporation at meetings of the board of 
directors, again accompanied by a resolution and inserted into the corporate minute book. 
 
17. Stock certificates: The board of directors should authorize the initial issuance of shares.  A 
corporate resolution should be obtained which states the consideration to be paid for the shares and 
authorizes the purchase of the stock.  Do not issue the shares until the correct and full purchase price 
has been paid. 
 
18. The corporation and its shareholders may agree to impose restrictions on the shares of stock.  
If so, a stock agreement should be prepared and approved.  The corporate capitalization, number of 
shares or method in transferring the shares, if different from existing restrictions, should be 
approved by the board of directors and reflected in the corporate minute book by appropriate 
resolution. 
 
19. Corporate seal: We have provided you with a corporate seal which is in the corporate minute 
book.  You may be required by third parties to use the corporate seal in executing corporate 
resolutions, loans and other documents. 
 
20. Directors responsibilities: The directors control the policy of the corporation and delegate 
the implementation of the policy to the officers.  A director may not delegate his or her authority for 
policy making decisions to the officers.  Officers are responsible for payment of salaries, 
implementation of corporate policy, day-to-day management and operation of the corporation.  
Officers also are responsible for payment of payroll taxes.  Nonpayment may result in personal, 
civil and/or criminal liability by the officer and the directors of the corporation.  If the corporation 
loans money to any other directors of the corporation, you may be personally liable for the loan if it 
is not repaid.  The directors have the absolute right to inspect all corporate books, records and 
documents at any time.  If the directors do not exercise this right, they may held liable for 
negligence if the corporation suffers a loss, or its creditors suffer a loss by reason of failure to 
exercise due diligence in such matters. 
 
21. Removal of officers: Officers may be removed at any time by the board of directors.  
However, directors may only be removed by the shareholders under the procedures allowed by law 
which can and do include the holding of a special meeting to vote on the removal of the director. 
 
22. The directors, rather than the officers, have the sole power to declare dividends.  Dividends 
will be paid pursuant to the direction of the board of directors.  For issuing shares or declaring 
dividends you should consult with your accountant to review the tax aspects of paying dividends 
especially if the recipients of the dividends are employees of the corporation in addition to being 
shareholders. 
 
I hope the above summary will assist you in maintaining your status as a corporation.  Please be 
advised that the above is a partial listing of some of the rights, responsibilities and duties of 
corporate practice and is not intended to provide a summary of all areas you may encounter.  If you 
have any questions, please call me. 
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Very truly yours, 

 
 

[Name of attorney] 
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