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Limited Liability Companies (LLC) 
are a creature of statute, rec-
ognized in each jurisdiction 

only by virtue of a legislative enactment in each state. There are 
three aspects of the LLC that are enticing for new businesses: (1) it 
can be taxed as a partnership, as a corporation (if such an election 
is granted by the I.R.S.), or as a disregarded entity if there is only a single 
member; (2) it is an extremely flexible form of business both in terms of op-
tions when creating the business and options about how it is to operate; and (3) it 
offers all members limited liability.

Learn more via the recently completed 4-page, 4-color Risk Concepts series, covering seven  
common forms of  business ownership, including the Limited Liability Company.

Several Risk Concepts bulletins covering alternative forms of business structure were recently  
posted and are available for download at: https://RightRisk.org/riskconceptshttps://RightRisk.org/riskconcepts.
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partnership, or corporation organized in or transacting business in the state where the LLC is to be formed or to a name that has previously 

been reserved by someone else. There is generally no limitation to the use of a member’s name in the LLC. The name of an LLC must contain 

the words “Limited Liability Company” or “Limited Company” or the abbreviations for those terms.

 A second requirement is the name and address of the LLC’s registered agent – an individual who is a resident of that state or a business 

entity formed in the state, and is, in either case, authorized to accept service of process for the LLC. In most jurisdictions, the address given 

may be the agent’s business, residence, or mailing address, but not a post office box. There must be an acknowledgement of the registered 

agent that he or she accepts the responsibilities of agent. Some states require that the acknowledgement and acceptance be included in the 

articles of organization, while other states allow a separate signed document. 

 Another typical requirement is that the articles include the address of the registered office of the LLC. In most states, the LLC is required 

to continuously maintain a registered office in the state that may, but need not, be the same as the place of business of the LLC. Because 

many statutes require certain minimal records to be kept at this office and available for inspection, most states require the address to include 

street and location rather than a post office box.
 In some states, the articles must include other information such as the general purpose for which the LLC is to be formed or the latest 

date on which the LLC is to dissolve. Optional provisions are usually allowed as well, so long as they are not inconsistent with the requirements 

of the applicable statute.  The LLC statutes tend to include default rules on most of the issues that are likely to arise in the course of business operations. However, 

virtually all of these rules are subject to the contrary agreement of the members.

 Most state statutes permit an LLC to accept contributions in the form of property, services rendered, a promissory note or other obliga-

tion to contribute cash or property, or to perform services in the future. Some statutes also require the members to agree to a value for all 

non-cash contributions and to keep a record of the value of each member’s contributions. If, however, an LLC wanted to limit contributions, 

it could certainly do so. The requirement that the LLC keep a record of each member’s contributions may or may not be subject to contrary 

agreement, depending on the state, but as a practical matter there is likely to be little reason to object to such a requirement.

Operational Attributes Some state statutes require a written operating agreement. In most jurisdictions, 

however, an operating agreement is optional and is only required if the members wish 

to vary the default rules provided for in the state statutes. 

 Some state statutes presume that each member will have a vote equal to that of 

every other member, but most statutes allocate voting power in accordance with the 

relative value of each member’s contribution to the LLC, unless the members have 

agreed otherwise. The statutes in all states allow the members to change how voting 

power is allocated, and such provisions are frequently included in operating agree-

ments. 
 One issue related to voting power involves the type of matters which require either 

super-majority or unanimous agreement. There is significant variation among state 

statutes about what issues are presumed to require more than majority approval, al-

though it is accurate to say that state statutes often presume that it will take a unani-

mous vote to do things that would fall outside the ordinary way of doing business. 

These might include a presumption that it will take unanimous agreement to amend 

the articles or the operating agreement of the LLC, to admit new or substitute mem-

bers, to voluntarily dissolve the LLC, to merge or consolidate the LLC with another busi-

ness entity, to sell all or substantially all of the LLC’s assets, or to agree to continue the 

LLC despite what would ordinarily be an event of dissolution. 

 State statutes may also require unanimity to do things such as compromising an 

obligation by a member to make additional contributions, or settling disputes or agree-

ing to arbitration. After consulting the particular state statutes, it may be appropriate 

to make changes to the default rules concerning what types of actions would normally 

require unanimous approval. LLCs may be managed by the members or by a manager. This choice must be de-

cided when the LLC is formed, but the statutes in most states are member-managed 

by default.
 Member-management means that all the members share responsibility for the 

day-to-day operations and have the power to bind the company to ordinary business 

contracts. This approach is more common in part because most LLCs are small busi-

nesses with limited resources and they don’t need a separate management level to 

operate. Unlike corporations, LLCs have a streamlined organizational structure, with-

out officers or boards of directors. As a result, the LLC form is often chosen by people who want to be directly involved in managing and oper-

ating their business. In some situations, a manager-management structure may be preferable. Manager-management means that the managers will have 

both the actual power to manage and the apparent authority to bind the business by acts which appear to be carrying on the ordinary course 

of the LLC’s business. The most common reason is that some members only want to be passive investors in the business. Two other situations 

where LLC owners may prefer a manager-management structure are: (1) when the business or ownership is too large, diverse, or complex to 

efficiently allow for sharing management among all members; or (2) when some members are not particularly skilled at management. The 

manager may be either a member or a nonmember.
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H

istorically, farms and ranches were operated as sole proprietorships. The land, machinery, livestock, and other assets 
were owned and used by an individual or couple. Likewise, the individual (or husband and wife) farmer/rancher was 
personally responsible for all debts and financial obligations owed by the business. The farmer or rancher was the busi-
ness, and the business was the farmer or rancher.

  There are a number of organizational structures that may better meet the needs of today’s farm/ranch business. A few of 
the more common business entities used by farmers and ranchers include sole proprietorship, general partnership, limited part-
nership, limited liability company (LLC), and corporation.  Each U.S. state recognizes most legal entities, while the U.S. Internal 
Revenue Code recognizes all business forms except LLCs. Each organizational structure has its strengths and weaknesses. Before 
a decision is made as to the legal entity under which to operate, a person – or person and his or her family and other partners – 
need to determine the goals of and needs for the business and its assets. 
 The Limited Liability Company (LLC) is a creature of statute, recognized in each jurisdiction only by virtue of a legislative enact-
ment in each state. There are three aspects of the LLC that are enticing for new businesses: (1) it can be taxed as a partnership, 
as a corporation (if such an election is granted by the I.R.S.), or as a disregarded entity if there is only a single member; (2) it is 
an extremely flexible form of business both in terms of options when creating the business and options about how it is to operate; 
and (3) it offers all members limited liability. 

Formation
 An LLC is formed by filing an organizational document, often called “Articles of Organization,” with the Secretary of State or 
other appropriate official. These articles perform a similar function and contain similar information to articles of incorporation or 
a certificate of limited partnership. 
 The articles of organization have certain requirements which depend on the statutes of the state in which the LLC is formed. 
One, the name of the LLC which may generally not be the same as or deceptively similar to the name of any other LLC, limited 
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