
Letter to the client regarding how to operate their limited liability company.  
 
1. The following form contains an explanation letter that may be sent to a client to explain 
how one operates and organizes a limited liability company.   
 
2. The limited liability company concept is a recent new entity concerning the forms of 
owning and operating new businesses.  The letter helps to explain to the client what they need to 
do to maintain their company formalities. 
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Form: Letter to the client regarding how to operate their limited liability company.  
 

[Date] 
 
[Name of client] 
[Client's address] 
 

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

 
Dear [Client’s salutation]: 
 
 
Per our meeting, enclosed please find a summary of our discussion concerning business 
responsibilities which you must follow to maintain your limited liability company status.  Failure 
to comply with limited liability company formalities can result in individual liability to the 
members if the "company 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 limited liability company formalities. 
 
The purpose of this letter is to explain how limited liability companies operate and what you 
should do to preserve your limited liability company status.  This letter explains some important 
procedures which are required by law in order to operate your company. 
 
Your limited liability company has been approved by the secretary of state and you should now 
hold or have already held the organizational meeting. 
 
Upon completing the organizational meeting, your limited liability company is officially 
approved. In order to insure the continued existence of the separate limited liability company 
entity, the following considerations should be reviewed and observed by the limited liability 
company employees, members and mangers. 
 
The Minute Book for the Limited Liability Company currently includes the following 
documents: 
 
1. The Certificate of Formation filed with the Secretary of State of Texas. 
 
2. The Company Agreement for of the Limited Liability Company 
 
 a. These documents are like “by-laws” for a corporation. They reflect the structural 
framework of the Limited Liability Company. 
 
3. The organizational Minutes of the Limited Liability Company. 
 

a. These are like the organizational minutes for a corporation. 
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Certificate of Formation 

 
 The Certificate provides for: 
 
1. A duration of thirty (30) years, and for the Limited Liability Company to conduct any 
business which is lawful under the laws of the State of Texas. 
 
 a. The Limited Liability Company can issue certificates of membership interest to 
reflect the ownership interest of each member.  
 
2. The post office address of the Limited Liability Company is .[Address] 
 
3. [Name] is the registered agent for the Limited Liability Company. 
 
 It will be necessary to file a notice with the Office of the Secretary of State indicating any 
change of registered agent or registered address.   
 
4. [Names] have been elected as the initial Managers.   
 
5. There are no "preemptive" rights on behalf of any Member, and cumulative voting is not 
allowed.   
 
6. The Managers of the Limited Liability Company will be indemnified by the Limited 
Liability Company for any of their actions, so long as they act reasonably and exercise standard 
business judgment. 
 
7. No contract by the Limited Liability Company will be nullified solely by reason of the 
fact that the Manager voting for the action is also the Manager of another limited liability 
company involved in the transaction. 
 
8. The Limited Liability Company will also indemnify any persons who serve as managers 
or officers from and against any actions which arise solely by reason of the fact that the 
managers and officers are serving on behalf of the Limited Liability Company, except for claims 
arising from negligence or misconduct. 
 

Company Agreement for the Limited Liability Company 
 
The Company Agreement for the Limited Liability Company are the basic operating rules for the 
Limited Liability Company.   They should be reviewed any time the Limited Liability Company 
intends to take action. 
 
I  have not summarized the Company Agreement  for the Limited Liability Company due to their 
length  
 

The Organizational Minutes 
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The Organizational Minutes are agreed upon at the Organizational Meeting of Members.  The 
organizational minutes of the Members are effective as of [Date], and have the following effect:  
 
1. [List the actions that occurred at the meeting, i. e. names of persons who were elected as 
Managers]. 
 
2. The Organizational Minutes of the Managers are effective as of  _______________ 
 
3. These minutes document the "birth" of the Limited Liability Company.   
 
 a. The minutes document the following actions and have the following effects: 
 
 b. The Certificate of Formation are reviewed and accepted. 
 
 c. The Company Agreement is reviewed and accepted. 
 
 d. [Name] is elected President.   
 
 e. [Name] is elected as Secretary-Treasurer. 
 
 f. The minute book and seal of the Limited Liability Company is reviewed and 
adopted by the Limited Liability Company. 
 
 g. The form of certificates of membership interest in the minute book are reviewed 
and adopted. 
 
 h. Membership interest certificates are issued to the following persons in the 
percentage of membership interest and for the consideration stated next thereto: 
 

Percentage of Membership Interest:   Purchaser: Consideration: 
 
1. The statutory requirement that consideration consisting of money, labor done, a 
promissory note, or property has been received before business can be conducted is confirmed. 
 
2. Any organizational expenses incurred are authorized to be paid. 
 
3. Authorization is given to open a bank account. 
 
4. The location of the office of the Limited Liability Company is established. 
 
5. The authorization for necessary license, permits, etc. is given. 
 
6. Authorization is given for necessary documents needed to operate in other states. 
 
7. A fiscal year ending on [End of Fiscal Year] is selected. 
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Directions for Completion of Organization 

 
1. All of the Managers and Members need to sign the Organizational Minutes as 
appropriate. 
 

Instructions for Future Business Operation. 
 
1. The legal formalities involved in forming your Limited Liability Company have been 
completed.  Your minute book and membership interest records are current and complete.  Your 
Certificate of Formation has been executed and your Company Agreement has been adopted.  
Records of the issuance of your certificates of membership interest are completed, and minutes 
of your Managers reflect appropriate authorization for these initial steps. 
 
2. As a continuing matter of sound practice, your accountant and your legal counsel should 
meet with you at least annually to make certain that all required steps are taken.    [date] has been 
selected as the date for your annual meeting of Members and Managers. 
 

Lawful Business Activity 
 
1. The purpose clause stated in your Certificate of Formation is a general purpose clause 
and allows the Limited Liability Company to engage in all conceivable activities of the Limited 
Liability Company permitted by law.  You are restricted, however, from engaging in the banking 
business, trust company business, building and loan associations, insurance business, railroad 
activities, cemetery business, abstract of title business, and other businesses requiring either a 
special license or organization under Texas Law. 
 
2. Should the Limited Liability Company do business under a name other than the exact 
limited liability company name, an assumed name certificate must be filed with the Secretary of 
State, and with the County Clerk of the counties in which the registered office of the Limited 
Liability Company is located and if the principal office of the Limited Liability Company is 
located in a county other than the county containing the registered office, that county as well.  If 
an event occurs which makes the information in the assumed name certificate misleading, a new 
certificate will need to be filed.  Also, the certificate will need to be renewed within six months 
prior to its expiration. 
 
3. Finally, should you open an office or acquire property in another state, you may be 
required to qualify as a foreign Limited Liability Company to be authorized to do business in that 
state. This entails filing your Certificate of Formation and paying initial and annual fees.  Failure 
to qualify may prohibit you from suing to enforce your contracts in that state, or from receiving 
actual notice in the event you are sued. 
 

Accounting 
 
1. It is the responsibility of the officers and managers of the Limited Liability Company to 
make certain that accounting practices and auditing procedures customarily followed by similar 
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businesses are observed in a proper and timely fashion by the Limited Liability Company.  
Accordingly, your accountant should be kept currently and consistently informed regarding all of 
your Limited Liability Company's business activities. 
 
2. Initially, the accountant should resolve questions regarding tax elections, transfers of 
accounts receivable and the payment of your accounts payable.  All assets transferred by you to 
the Limited Liability Company should be appropriately entered upon the books of the Limited 
Liability Company by your accountant.  Any assets so transferred become the property of the 
Limited Liability Company.  All of your business insurance (public liability, disability, general 
insurance, etc.) must be acquired by the Limited Liability Company, either by assignment or 
binder. Accordingly, your insurance agent should be instructed to make such transfers or 
purchases of new coverages as soon as it is conveniently possible upon the commencement of 
business by your Limited Liability Company. 
 
3. Your accountant should advise you if your first fiscal year should end on a date other 
than the calendar year end, of what tax elections should be made by you at that time and all 
matters related to the preparation and filing of tax returns. 
 

Limited Liability for Company Debts 
 
1. One of the principal advantages of forming a limited liability company is to limit or 
reduce your personal liability for business bills and debts. In some situations the officers, 
members and mangers may be personally liable for the limited liability company’s debts. 
 
2. 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 limited 
liability company's debts. A guaranty agreement creates an express contract which makes you 
liable for the company's debts. 
 
3. You can also become liable for the company's debts by implied actions or negligent 
conduct as follows: 
 
4. If you disregard limited liability company formalities or commingle your personal 
interests with the company’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 limited liability company'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. 
 
5. 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. 
 

Limited Liability Company Formalities 
 
1. I cannot overemphasize the importance of maintaining the formal integrity of your new 
limited liability company entity, which is a separate person from yourself. 
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2. As you are aware, one of the major advantages of a limited liability company status is the 
limited liability afforded to Members.  Members of a Limited Liability Company will not 
normally be liable for the Limited Liability Company's debts and obligations beyond the amount 
they paid for their membership interest.  Preservation of the Member's limited liability depends 
to a large extent, however, on the proper observation of limited liability company formalities.   
 
3. If the business and affairs of a Limited Liability Company are conducted without 
required authorizations by Managers and Members, or if accurate records are not maintained, a 
court may choose to disregard the separate existence of such Limited Liability Company and 
hold its Members personally liable for the Limited Liability Company's obligations. In this event, 
limited liability company creditors of and claimants against the Limited Liability Company could 
reach the Members' personal assets. 
 
4. In order to ensure your adherence to proper limited liability company formalities, it is 
important that all important transactions in your business be reflected in minutes of meetings of 
your Managers or Members, even where there is only one Member. 
 
5. Without limiting the significance of the foregoing general admonition, it is important to 
realize that you are going to be required formally to consider, review and act upon the following: 
 

a. All major contracts, including employment contracts, buy-sell agreements, profit 
sharing plans, pension plans, insurance plans, trust agreements, loans, leases, purchase contracts 
and limited liability brokerage and investment accounts should be made in the name and on 
behalf of the Limited Liability Company and with the required approval. 
 

b. The establishment and adjustment of all salaries and bonuses of officers and 
employees of the Limited Liability Company. 
 

c. Issuance of additional membership interest by the Managers.  Any change in 
membership interest should not only be reported to your accountant and this firm, but should also 
be entered on the Certificates of Membership Interest and the membership register in the Limited 
Liability Company minute book. 
 

d. Placement of restrictions on transfer of shares of Membership Interests. 
 

e. Issuance of additional Membership Interests and purchase or sale of other Limited 
Liability Company's Membership Interests. 
 

f. Acceptance of resignation, termination, or appointment of managers. 
 

g. Change of Limited Liability Company name, registered office or registered agent. 
 

h. Change of bank accounts. 
 

i. Any other Limited Liability Company activities which are significant. 
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j. Application for Texas Sales and Use Tax Permit. 

 
 k. If the Limited Liability Company plans to engage in retail or rental business or 
perform taxable services, it must obtain a Limited Sales Tax Permit from the Comptroller of 
Public Accounts for the State of Texas for each place of business it operates within the state.  No 
Limited Sales Tax Permit will be issued by the Comptroller until the applicant provides the 
Comptroller with a bond or security, in an amount to be determined by the Comptroller. 
 

l. Acquisition of business or occupational licenses and taxes. 
 
 m. Numerous business activities and occupations are subject to licensing 
requirements or require the payment of occupational taxes or fees.  If the Limited Liability 
Company is subject to such occupational taxes or fees, they should be paid prior to the 
commencement of business. 
 
6. Texas franchise tax 
 
 a. The franchise tax is a tax on Limited Liability Companies for the privilege of 
doing business in Texas.  At this time no franchise tax deposit for the Limited Liability Company 
has been paid.  The Limited Liability Company will be required to file its initial franchise tax 
report as required by law. Thereafter the Limited Liability Company must file a franchise tax 
report on or before May 15 of each year. If the Limited Liability Company fails to pay its annual 
franchise tax, it will be subject to a penalty and interest on the amount unpaid and may forfeit its 
right to do business in Texas.  Depending upon the capitalization of the Limited Liability 
Company, the amount of franchise tax can be significant. 
 
7. Liability for non-payment of FICA taxes and federal withholding taxes. 
 
 a. Funds collected by a Limited Liability Company as FICA taxes and payroll 
withholding taxes must be paid as provided by law, or the persons responsible for not doing so 
will be held personally liable.  
 
 b. This liability is separate from that imposed upon the employer-limited liability 
company.  The statutes imposing such liability are broad in scope and may be enforced against 
all officers or other personnel whose duties relate to the withholding function. 
 
8. Commencement of Business. 
 
 a. A Limited Liability Company may not commence to transact business or incur 
debt in the limited liability company name until such time as the Limited Liability Company has 
received consideration consisting of money, labor done, a promissory note, or property for the 
issuance of its Membership Interests. 
 
 b. Under the Texas Limited Liability Company Act, actions of the Managers or 
Members of a Limited Liability Company may be taken either at an actual meeting, in which 
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case there will need to be written minutes of such meeting, or in the form of a unanimous written 
consent action embodying the desired resolutions. Unanimous written consent actions must be 
executed by all of the Members or Managers entitled to vote on the matters contained herein.   
 
 c. For a Limited Liability Company such as yours, which has relatively few 
Managers and Members, we have found that it is generally simpler and more convenient to take 
limited liability company actions through unanimous written consent actions rather than through 
actual meetings. 
 
 d. If the Limited Liability Company proposes to engage in a transaction affecting the 
basic structure or existence of the Limited Liability Company, such as a merger or consolidation 
with or an acquisition of another Limited Liability Company, a reorganization in another state or 
a dissolution of the Limited Liability Company, I would strongly recommend that you consult 
this firm or such other attorneys as you may choose to ensure that all of the necessary documents 
and consents are prepared, executed and, where necessary, filed with the appropriate 
governmental authorities.  Failure to execute the proper documents and make the filings required 
by law could result in any such transaction being void and ineffective. 
 
General Legal Considerations 
 
1. You should read and review the Certificate of Formation and Limited Liability Company 
Agreement. 
 
2. If the company 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 limited liability company should apply to the Internal Revenue Service for an 
employer identification number on the required Internal Revenue Service form. 
 
5. Funds collected by the limited liability company 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. 
 
6. The State imposes a franchise tax on companies for the privilege of doing business in this 
state. If your limited liability company fails to pay its annual franchise tax, it will be subject to 
penalties and interest. Thereafter the limited liability company can forfeit its charter to do 
business in the state for said nonpayment. 
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7. You must obtain an Assumed Name Certificate if your company 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. In order to protect your status as a corporation, certain formalities should be observed 
concerning the compensation and remuneration paid to its members.  The Internal Revenue 
Service has the power to disallow deductions of the limited liability company for moneys paid in 
excess of what is considered as "reasonable compensation" paid to employees or members based 
on the person’s efforts and contributions to the business.  
 
9. You should hold an annual member’s meeting.  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 resolutions and 
minutes which should accompany the member’s meetings. 
 
10. You should at all times do business under the limited liability company 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. 
 
11. Whenever a person signs on behalf of or for the limited liability company, 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 limited liability company 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 limited 
liability company next to your name in the contract, you may be held personally liable for the 
contract.  A correct signature would be: 
 

XYZ  LLC. 
By:  
 
____________________________ 
[typed name], Vice President 

 
12. Your bank and checking accounts should also reflect your company name. A new bank 
account should be opened in the name of the limited liability company. This should be 
accomplished easily by completing a limited liability company resolution which authorizes the 
company to open a bank account.  
 
13. Any loans or banking activities should be conducted in the name of the company 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 resolution which is adopted and inserted into the minute book of the limited liability 
company.  

PREVIEW  
 
 
 

PLEASE DO NOT COPY 
 
 
 

THIS DOCUMENT 
 
 
 

THANK YOU 
 
 
 

LegalFormsForTexas.Com 



 
14. 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.  
 
15. 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. 
 
16. Stock certificates: The company should authorize the initial issuance of shares.  A   
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. 
 
17. The corporation and its members may agree to impose restrictions on the shares of stock. 
If so, a stock agreement should be prepared and approved.   
 
18. The Minute Book for the Limited Liability Company currently includes the  following 
documents: 
 
 a. The Certificate of Formation, filed with the Secretary of State of Texas. 
 
 b. The Company Agreement of the Limited Liability Company 
 
  i. These documents are like “by-laws” for a corporation. They reflect the 
structural framework of the Limited Liability Company. 
 
 c. The organizational Minutes of the Limited Liability Company. 
 
  i. These are like the organizational minutes for a corporation. 
 
Instructions for Future Business Operation.  Lawful Business Activity 
 
1. The purpose clause stated in your Certificate of Formation is a general purpose clause 
and allows the Limited Liability Company to engage in all conceivable activities of the Limited 
Liability Company permitted by law.  You are restricted, however, from engaging in the banking 
business, trust company business, building and loan associations, insurance business, railroad 
activities, cemetery business, abstract of title business, and other businesses requiring either a 
special license or organization under Texas Law. 
 
2. Should the Limited Liability Company do business under a name other than the exact 
limited liability company name, an assumed name certificate must be filed with the Secretary of 
State, and with the County Clerk of the counties in which the registered office of the Limited 
Liability Company is located and if the principal office of the Limited Liability Company is 
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located in a county other than the county containing the registered office, that county as well.  If 
an event occurs which makes the information in the assumed name certificate misleading, a new 
certificate will need to be filed.  Also, the certificate will need to be renewed within six months 
prior to its expiration. 
 
3. Finally, should you open an office or acquire property in another state, you may be 
required to qualify as a foreign Limited Liability Company to be authorized to do business in that 
state. This entails filing your Certificate of Formation and paying initial and annual fees.  Failure 
to qualify may prohibit you from suing to enforce your contracts in that state, or from receiving 
actual notice in the event you are sued. 
 
Accounting 
 
1. It is the responsibility of the officers and managers of the Limited Liability Company to 
make certain that accounting practices and auditing procedures customarily followed by similar 
businesses are observed in a proper and timely fashion by the Limited Liability Company.  
Accordingly, your accountant should be kept currently and consistently informed regarding all of 
your Limited Liability Company's business activities. 
 
2. Initially, the accountant should resolve questions regarding tax elections, transfers of 
accounts receivable and the payment of your accounts payable.  All assets transferred by you to 
the Limited Liability Company should be appropriately entered upon the books of the Limited 
Liability Company by your accountant.  Any assets so transferred become the property of the 
Limited Liability Company.  
 
3. All of your business insurance (public liability, disability, general insurance, etc.) must be 
acquired by the Limited Liability Company, either by assignment or binder. Accordingly, your 
insurance agent should be instructed to make such transfers or purchases of new coverages as 
soon as it is conveniently possible upon the commencement of business by your Limited 
Liability Company. 
 
4. Your accountant should advise you if your first fiscal year should end on a date other 
than the calendar year end, of what tax elections should be made by you at that time and all 
matters related to the preparation and filing of tax returns. 
 
Important Things To Do: 
 
1. With the assistance of your accountant, and where necessary with our assistance, the 
following steps must be taken immediately prior to, contemporaneously with or subsequent to 
your commencing business in the limited liability company form. 
 
 a. Any loans which you have made in your business should be transferred to and 
assumed by your Limited Liability Company when and if your accountant determines that no 
adverse tax consequences will result from such assumption of liability.   
 
 b. New loans made after you commence business as a limited liability company 
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should be made in the name of the Limited Liability Company, even though you may be required 
to endorse or guarantee the same personally.   
 
 c. Whenever such a loan is made, it should be approved by a meeting of the 
Managers of your Limited Liability Company and the appropriate resolution adopted and 
inserted in the Minute Book of the Limited Liability Company. 
 

d. All leases, contracts and other arrangements which you have regarding your 
present equipment, office premises or furniture and any other contracts or arrangements which 
you have previously entered into in connection with your business should be modified, assigned, 
or rewritten in order to reflect the fact that the Limited Liability Company is the contracting 
party to each lease, contract, or obligation. 
 
Personal Liability 
 
1. As you are aware, one of the major advantages of a limited liability company status is the 
limited liability afforded to Members.  Members of a Limited Liability Company will not 
normally be liable for the Limited Liability Company's debts and obligations beyond the amount 
they paid for their membership interest.  Preservation of the Member's limited liability depends 
to a large extent, however, on the proper observation of limited liability company formalities.   
 
2. If the business and affairs of a Limited Liability Company are conducted without 
required authorizations by Managers and Members, or if accurate records are not maintained, a 
court may choose to disregard the separate existence of such Limited Liability Company and 
hold its Members personally liable for the Limited Liability Company's obligations. In this event, 
limited liability company creditors of and claimants against the Limited Liability Company could 
reach the Members' personal assets. 
 
3. In order to ensure your adherence to proper limited liability company formalities, it is 
important that all important transactions in your business be reflected in minutes of meetings of 
your Managers or Members, even where there is only one Member. 
 
Limited Liability Company Disagreements 
 
1. Most difficulties regarding the limited liability company formalities can be resolved by 
appropriate reference to your Company Agreement, employment contracts, and other documents.  
The President as the chief administrative officer of the Limited Liability Company is responsible 
for the day-to-day decision making process of the Limited Liability Company.  The President in 
turn must account to the Managers and the Managers account to the Members.  The majority of 
the Members in the Limited Liability Company will control the Managers.   
 
2. The Managers should meet at least monthly in order for there to be an appropriate 
dissemination of information within the Limited Liability Company.  No manager or officer of 
the Limited Liability Company should act independently or arbitrarily from the decision making 
process of the President, the Managers and the majority of the Members.  Independent or 
arbitrary action on the part of any manager or officer of the Limited Liability Company threatens 
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limited liability company structure and existence. Therefore, any disputed action on the part of 
any manager or officer of the Limited Liability Company should be brought to the immediate 
attention of the President and the Managers of the Limited Liability Company, and the President 
should have the ultimate decision making responsibility for the Limited Liability Company.  
 
3. In the event that any serious dispute should arise among the Members and Managers of 
your Limited Liability Company, feel free to contact me in order to arrive at resolutions designed 
to settle a dispute and promote limited liability company harmony in the interest of the Limited 
Liability Company and Members. 
 
Managers and Officers Responsibilities. 
 
1. Principal officers and managers of every Limited Liability Company must be mindful of 
the following specific and important duties and responsibilities: 
 
 a. Payments of Salaries to Employees.  Officers responsible for the payment of 
salaries must see that those salaries are paid by the Limited Liability Company. Managers 
establish salaries for officers. 
 
 b. Payroll Taxes.  All payroll taxes must be paid by the Limited Liability Company.  
Nonpayment may result in personal, civil or criminal liability to the officers and managers. 
 
 c. Duty to Inspect.  A manager has the absolute right to inspect all limited liability 
company record books, records, documents and property at any time.  If he or she does not 
exercise that right, he or she may be held liable for negligence in the event that the Limited 
Liability Company suffers loss or its creditors suffer loss by reason of failure to exercise 
diligence in such matters. 
 
Distinction between Managers and Officers. 
 
1. Managers control the policy of the Limited Liability Company, (this is similar to a 
director in a corporation) and officers put that policy into effect.  This difference must be 
understood.  A Manager may not delegate his authority.  An officer may delegate his 
responsibility and authority.  A Manager may not give his proxy to vote at a meeting of the 
Managers, for example.   
 
2. The officers of the Limited Liability Company serve at the pleasure of the Managers.  
Even though an officer may have an employment contract providing rights to compensation, the 
officer may be removed from office at any time by the Managers.  A Manager, on the other hand, 
may be removed only upon the action of the Members under specific and special procedures.  
 
3. A Manager or officer may resign at any time.  Acceptance of the resignation is not 
necessary.  A resignation is effective upon the delivery of the resignation to the Limited Liability 
Company.  It need not await acceptance by the Managers or by any officer.  The remaining 
Managers may appoint a new Manager to fill a vacancy without the action of Members. The 
Members may also elect a Manager to fill a vacancy not previously been filled by the Managers. 
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Distributions. 
 
1. It is the Managers who have the power to declare distributions, not officers.  Managers 
establish salaries, not the Members.  Before declaring distributions, however, it would be wise to 
consult with your accountant and this firm since there are complex tax factors that must be taken 
into consideration upon the declaration of distributions. 
 
Duties to Limited Liability Company and Members.  
 
1. A Manager may not compete with his own Limited Liability Company or take business 
opportunities from the Limited Liability Company for his own benefit.  In any event, all such 
transactions will probably have to be disclosed, as a general matter, to the Members of the 
Limited Liability Company in any Limited Liability Company where the officers and Managers, 
on the one hand, and the Members on the other, are not the same individuals.  
 
2. A Manager is ordinarily not entitled to compensation for his services as a Manager unless 
the compensation is provided for by contract, by an appropriate provision or by a limited liability 
company resolution.  Remember that the Managers have the additional power to fix the salary of 
each and all of the officers.  Elaborate compensation plans and the like must be submitted to the 
Members as well as the Managers for their approval and ratification in most instances. 
 
Other Liabilities. 
 
1. The Manager of a Limited Liability Company must be concerned with other sources of 
liability which include improper declaration of distributions or repurchase of the Limited 
Liability Company's membership interest; improper guarantees by the Limited Liability 
Company's membership interest; improper guarantees by the Limited Liability Company;  
fraudulent entries in the limited liability company books or reports; failure to properly supervise 
the operations of the Limited Liability Company; failure to pay any franchise tax or to file 
required reports; and failure to pay compensation to employees or properly to withhold payroll 
taxes. 
 
Termination and Dissolution of Limited Liability Company 
 
1. Neither the Limited Liability Company nor its employee benefit or compensation plans, 
if any, should be terminated or dissolved without further consultation with this firm or other legal 
counsel and the accountant for the Limited Liability Company.  Dissolution is accomplished only 
as provided by the applicable Limited Liability Company laws of the State of Texas or in 
accordance with the Certificate of Formation or the Company Agreement of this Limited 
Liability Company.  
 
2.  This Limited Liability Company shall be dissolved upon the death, retirement, 
resignation, expulsion, bankruptcy or dissolution of a member, or upon the occurrence of any 
other event that terminates the continued membership of a Member of this Limited Liability 
Company, unless the remaining Members consent unanimously, within ninety (90) days after an 
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event of dissolution, to continue this Limited Liability Company.  It is the intent of the Company 
Agreement that the tax status of this Limited Liability Company be the same as for a partnership, 
and except as allowed by the Internal Revenue Code and any corresponding rules and 
regulations, it is intended that this Limited Liability Company shall not have continuity of life.  
No pension or profit sharing plan or other compensation arrangement should be terminated or 
altered without careful review and study by your attorney and your accountant. 
 
Transferability of Membership Interest 
 
1. An assignee of a membership interest may become a Member if and to the extent that all 
Members consent.  It is the intent of the Company Agreement that the tax status of this Limited 
Liability Company be the same as for a partnership, and except as allowed by the Internal 
Revenue Code and any corresponding rules and regulations, it is intended that this Limited 
Liability Company shall not allow free transferability of interests. 
 
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 
limited liability company practice and is not intended to provide a summary of all areas you may 
encounter.  We hope that the foregoing will prove helpful.  It has been my pleasure to assist you 
in the organization of your limited liability company, and I look forward to a continued 
relationship with you in the future.  Please do not hesitate to call me should you have any 
questions about the enclosed documents or any of the matters discussed in this letter. 
 
We hope that the foregoing will prove helpful.  It has been my pleasure to assist you in the 
organization of the LLC, and I look forward to a continued relationship with you in the future.  
Please do not hesitate to call me should you have any questions about the enclosed documents or 
any of the matters discussed in this letter. 
 

Very truly yours 
 
 
 

[Attorney’s name] 
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