Characteristic

Limited Liability Company (LLC)

S/ C corporation

General Partnership | Limited Partnership

1. Contents of
required filed and
recorded documents

A certificate of formation must sate: (1) the name of
the filing entity being formed; (2) the type of filing
entity being formed; (3) for filing entitles other than
limited partnerships, the purpose or purposes for which
the filing entity is formed, which may be stated to be or
include any lawful purpose for that type of entity; (4)
for filing entitles other than limited partnerships, the
period of duration, If the entity isnot formed to exist
perpetualy; (5) the street address of the initial
registered office of the filing entity and the name of the
initial registered agent of the filing entity at the office;
(6) the name and address of each: (A) organizer for the
filing entity, unless the entity is formed under aplan of
conversion or merger (7) If the filing entity is formed
under aplan of conversion or merger, a tatement to
that effect and, if formed under a plan of conversion,
the name, address, date of formation, prior form of
organization, and jurisdiction of formation of the
converting entity; and (8) any other information
required by this code to be included in the certificate of
formation for the filing entity. The certificate of
formation may contain other provisions not inconsi stent
with law relating to the organization, ownership,
governance, business, or affairs of thefiling entity. See
Tex. Bus. Org. Code & 3.005(a)(b).

None.

A certificate of formation must sate: (1) the name of the filing entity being formed; (2) the type of filing
entity being formed; (3) the street address of the initial registered office of the filing entity and the name of
the initial registered agent of the filing entity at the office; (4) the name and address of each: (A) general
partner (5) If the filing entity is formed under a plan of conversion or merger, a statement to that effect and,
if formed under aplan of conversion, the name, address, date of formation, prior form of organization and
jurisdiction of formation of the converting entity; and (6) any other information required by this code to be
included in the certificate of formation for the filing entity. (7) The certificate of formation may contain
other provisions not inconsistent with law relating to the organization, ownership, governance business, or
affairs of the filing entity. A certificate of formation must also include the address of the principal office of
the partnership in the United States where records are to be kept or made available under Section 153.551.
See Tex. Bus. Org. Code = 3.011(c).

2. Effect of filed or
recorded documents

The LLC isformed on the filing of the certificate of
formation. See Tex. Bus. Org. Code @ 3.001.

A certificate of formation. See

Tex. Bus. Org. Code & 3.001

None.

3. Filed or recorded
documents

A certificate of formation. See Tex. Bus. Org. Code &
3.001.

The corporation is formed on the
filing of a certificate of formation.
See Tex. Bus. Org. Code &
3.001.

None. A limited partnership must file a certification of
formation and an annual report. See Tex. Bus.

Org. Code 203,001, 3.011, 153.301

4. Liabilities of
owners to the
organization for
contributions and
distributions

A member isliable for

unmade contributions

and the members

receiving improper distributions are liable for such
distributions._See Tex. Bus. Org. Code @ 101.206

Directors are liable for wrongful
distributions they have approved.
See Tex. Bus. Org. Code r 21.316

Each partner is obligated to contribute for the
payment of the partnership@ obligation, so there is
no express requirement to restore distributions._See
Tex. Bus. Org. Code & 152.708(a)

A general partner has the same contribution
liability as Ins general partnership. Limited
partners are generally not liable All partners are
liable for unmade contributions and returns of
wrongful contributions. See Tex. Bus. Org. Code
oon 153.003,153.152, 153.102, 153.202, 153.210.




Characteristic Limited Liability S/ C corporation General Partnership Limited Partnership
Company (LLC)
5. Liabilities of Except as and to the The shareholders, directors, and officers are not liable for the obligations of the All partners are liablejointly and severally A general partner isjointly and severally
owners for extent the company corporation. The certificate of formation may provide that agoverning person of the | liable for adebt or obligation of the for the obligations of the limited
obligations of the agreement specifically | organization isnot ligble, or isliable only to the extent provided by the certificate of | partnership unless otherwise agreed by the partnership. A limited partner isnot
organization provides otherwise, a formation or similar instrument, to the organization or its owners or members for claimant; or provided by law. A person who | personably liable for the obligations of the

member or manager is
not liable for a debt,
obligation, or liability
of alimited liability
company, including a
debt, obligation, or
liability under a
judgment, decree, or
order of acourt. See
Tex. Bus. Org. Code
101.114

monetary damages for an act or omission by the person in the person@ capacity asa
governing person. This provision does not authorize the elimination or limitation of
the liability of agoverning person to the extent the person is found liable under
applicable law for: abreach of the person@ duty of loyalty, if any, to the
corporation or its shareholders; and act or omission not in good faith not in that
constitutes a breach of duty of the person to the corporation, or involvesintentional
misconduct or a knowing violation of law; atransaction from which the person
received an improper benefit, regardless of whether the benefit resulted from an
action taken within the scope of the person( duties; or an act or omission for which
the liability of agoverning person is expressly provided by an applicable statute.
See Tex. Bus. Org. Code = 7.001

is admitted as a partner into an existing
partnership does not have personal liability
for an obligation of the partnership that
arises before the partner@ admission to the
partnership relatesto an action taken or
omission occurring before the partner3
admission to the partnership; or arises before
or after the partner® admission to the
partnership under a contract or commitment
entered into before the partner( admission.
See Tex. Bus. Org. Code = 152.304

limited partnership except to third parties
who, as aresult of the limited partner3
participation in control of the business
reasonably believe that he or sheisa
general partner. See Tex. Bus. Org. Code @
153.102

6. Ability of owner
to withdraw
voluntarily and
owner’s default
right to require
organization to
purchase interest
(“Pllt”)

A member of an LLC
may not withdraw or
be expelled from the
LLC. See Tex. Bus.

Org. Code = 101.206

No provision.

A partner has the nonwaivable power to
withdraw, although the withdrawal may
violate the partnership agreement subjecting
the withdrawing partner to damages. See
Tex. Bus. Org. Code ar 152.501,152.503

A general partner has the nonwaivable (in
the case of the general partner) ability to
dissociate. A limited partner has aright to
dissociate only at the time provided in the
partnership agreement._See Tex. Bus. Org.
Code o 152.501,153.155,153.110

7. Ability of owners
to modify rights by
agreement

Except asto non-
waivable provisons
(Tex. Bus. Org. Code
o 101.054), the
company agreement
governs:. (1) the
relations among
members, managers,
and officers of the
LLC, assignees of
membership interests,
and the LLC itself;
and (2) other internal
affairs of the
company. Tothe
extent that the
company agreement
does not otherwise
provide, thistitle and
the provisions of Title
1 applicableto a
limited liability
company govern the
internal affairs of the
company. Tex. Bus.
Org. Code = 101.052

While many of the governing provisions of corporate law may be modified by
agreement, the management structure of, and fiduciary duties within, a corporation
isless susceptible of change than is the structure of a partnership or LLC. Except as
varied by the articles of incorporation, each share has one vote. See Tex. Bus. Org.
Code = 21.366

The partners may modify their economic,
management, and information rights from
the default provisions of the statute provided
that the modifications are subject to normal
restrictions on freedom of contract such as
fraud and provided tha provisions related to
duties of the parties may be modified only to
the extent that the modifications are not
manifestly unreasonable. See Tex. Bus.
Org. Code = 152.002

The partners may modify their economic,
management, and information rights from
the default provisions of the statute
provided that the modifications are subject
to normal restrictions on freedom of
contract such as fraud and provided that
provisions related to duties of the parties
may be modified only to the extent that the
modifications are not manifestly
unreasonable. See Tex. Bus. Org. Code
153.004, 153.208




Characteristic

Limited Liability Company (LLC)

S/ C corporation

General Partnership Limited Partnership

8. Ability of owners
to transact business
with the
organization

While there are no prohibitions on trans-
actions between the LL C and governing
persons, they may transact business with
the LLC only after disclosure and approval
or if thetransactionisfair tothe LLC. See
Tex. Bus. Org. Code @ 101.225

While there are no prohibitions on transactions between the
corporation and the shareholders, directors may transact
business with the corporation only after disclosure and gpproval
or if thetransaction isfair to the corporation. See Tex. Bus.
Org. Code » 21.418

Except as otherwise provided by the partnership agreement, a partner may lend money to

and transact other business with the partnership. Subject to other applicable law, a partner
has the same rights and obligations with respect to those matters as a person who is not a

partner. See Tex. Bus. Org. Code & 154.201.

9. Owner’s duty of
loyalty

The company agreement may expand or
restrict any duties, including fiduciary
duties, and related liabilities that a
member, manager, officer, or other person
has to the company or to a member or
manager of the company. See Tex. Bus.
Org. Code = 101.401.

In discharging the duties of a director under this code or
otherwise and in considering the best interests of the
corporation, adirector may consider the long-term and short-
term interests of the corporation and the shareholders of the
corporation, including the possibility that those interests may be
best served by the continued independence of the corporation.
See Tex. Bus. Org. Code = 21.401(c)

A general partner@ duty of loyalty
includes: (1) accounting to and holding
for the partnership property, profit, or
benefit derived by the partner (A) in the
conduct and winding up of the
partnership business; or (B) from use

The law governing general partnersin general
partnerships governs general partnersin limited
partnerships. The limited partnership act
governslimited partners. A limited partner shall
not have any obligation or duty of ageneral
partner solely by reason of being alimited

by the partner of partnership property;
(2) refraining from dealing with the
partnership on behalf of aperson who
has an interest adverse to the
partnership; and (3) refraining from
competing or dealing with the
partnership in amanner adverse to the
partnership. See Tex. Bus. Org. Code &
152.205

partner. See Tex. Bus. Org. Code ©153.003(c)

10. Duty of care

The company agreement may expand or
restrict any duties, including fiduciary
duties, and related liabilities that a
member, manager, officer, or other person
hasto the LLC or to a member or manager
of the LLC._See Tex. Bus. Org. Code &
101.401.

The directors of a corporation who vote for or assent to a
wrongful distribution unless they act in good faith and with
ordinary, care._See Tex. Bus. Org. Code = 21.316.

A partner® duty of care to the partnership
and the other partnersisto act in the
conduct and winding up of the partnership
business with the care an ordinarily prudent
person would exercise in similar
circumstances. (b) an error in judgment
does not by itself constitute a breach of the
duty of care. (c) a partner is presumed to
satisfy the duty of careif the partner acts on
an informed basis and in compliance with
Section 152.204(b). See Tex. Bus. Org.
Code » 152.206.

The law governing general partnersin
general partnerships governs general
partnersin limited partnerships. The limited
partnership act governs limited partners. A
limited partner shall not have any
obligation or duty of ageneral partner
solely by reason of beings limited partner.
See Tex. Bus. Org. Code rr 153.003 (a),
153.153, 153.003(b), 153.003(c).




Characteristic

Limited Liability Company (LLC)

S/ C corporation

General Partnership

Limited Partnership

11. Interest

An LLC ispersond property. Before being
admitted, an assignee is entitled to receive any
alocation of income, gain loss, deduction,
credit, or asimilar item that the assignor is
entitled receive to the extent the alocation of the
item is assigned; receive any distribution the
extent that assignor is entitled to receive to the
extent the distribution is assigned, require, for
any proper purpose, reasonable information or a
reasonabl e account of the transactions of the
LLC; and make, for any proper purpose,
reasonabl e inspections of the books and records
of the LLC. An assignee isentitled to become a
member of the company on the approval of all
members. An assigneeis not liable as a member
until the assignee becomes a member. See Tex.
Bus. Org. Code ©0101.106,101.109

Shares and other securities of a corporation
are personal property. Shares are freely
transferable subject to restrictions on
transfer that are reasonable and
conspicuously noted. See Tex. Bus. Org.
Codern 21.213

A transferee of partner@ partnership interest is entitled to
receive, to the extent transferred, distributions to which the
transfer otherwise would be entitled. If an event requires a
winding up a partnership business, atransfereeis entitled to
receive, to the extent transferred, the net amount otherwise
distributable to the transferor. Until atransferee becomes a
partner, the transferee does not have liability asa partner solely
aresult of the transfer. For a proper purpose, the transferee may
require reasonable information or an account of a partnership
transaction and make reasonabl e inspection of inspections of
the partnership books. In awinding up of partnership business,
atransferee may require an accounting only from the date of the
latest account agreed to by al of the partners. Until receipt of
notice of transfer, apartnership isnot required to give effect to
atransferee@rights.

An assignee of a partnership interest,
including the partnership interest of a
general partner, may become a
limited partner if and to the extent
that (1) the partnership agreement
provides; or (2) all partners consent.
An assignee who becomes a limited
partner, to the extent of the rights and
powers assigned, has the rights and
powers and is subject to the
restrictions and liabilities of alimited
partner under a partnership
agreement, and this code. See Tex.
Bus. Org. Code @ 153.253

12. Actions in the
name of the
organization

Except as otherwise provided by this code, the powers of a domestic entity include the power to
sue, be sued, and defend suit in the entity® business name._See Tex. Bus. Org. Code & 2.101(2)

Except as otherwise provided by this code, the powers of a domestic entity include the power to sue, be
sued, and defend suit in the entity@® business name._See Tex. Bus. Org. Code & 2.101(2)

A member of an LLC may bring an action
derivatively. See Tex. Bus. Org. Code &
101.451

A shareholder may bring an action
derivatively. See Tex. Bus. Org. Code
021,551




Characteristic

Limited Liability Company (LLC)

S/ C corporation

General Partnership

Limited Partnership

13. Governing
documents

Certificate of formation and company agreement. See Tex. Bus. Org. Code = 1.001(1)

Certificate of formation or
articles of incorporation, bylaws
and shareholder agreement. See
Tex. Bus. Org. Code aral.006,
2.23,21.101

Partnership agreement See Tex. Bus. Org. Code ra
151.0014(4)

14. Requirement of
an agent for service
of process

An LLC or corporation as afiling entity and each foreign filing entity shall designate and continuously

maintain in this state: (b) The registered agent (1) is an agent of the entity on whom may be served any process,

notice, or demand required or permitted by law to be served on the entity; (2) may be: (A) an individual who is
aresident of this state; or (B) a domestic entity or aforeign entity that is registered to do business in this state;
and (3) must maintain abusiness office at the same address as the entity( registered office. (C) The registered
office: (1) must be located at a street address where process may be personally served on the entity( registered
agent (2) is not required to be the place of business of the filing entity or foreign filing entity; and (3) may not
be solely amailbox service or atelephone answering service. See Tex. Bus. Org. Code = 5.201.

None.

A limited partnership and LLP as afiling entity and
each foreign filing entity shall designate and
continuously maintain in this state: (b) the registered
agent (1) is an agent of the entity on whom may be
served any process, notice, or demand required or
permitted by law to be served on the entity; (2) may
be: (A) an individual who is aresident of this state;
or (B) adomestic entity or aforeign entity that is
registered to do businessin this state; and (3) must
maintain abusiness office at the same address as the
entity® registered office. (C) the registered office:
(1) must be located at a street address where process
may be personally served on the entity @ registered
agent, (2) is not required to be a place of business of
the filing entity or foreign filing entity; and (3) may
not be solely amailbox service or atelephone
answering service. See Tex. Bus. Org. Code &
5.201.

15. Persons entitled
to participate in
ordinary decisions.

Members and managers. See Tex. Bus.
Org. Code rr 101.251-101.253, 101.101(b)

Directors and officers. See Tex. Bus. Org. Code or 21.401,
21.417.

Partners or general partners. See
Tex. Bus. Org. Code & 152.203.

16. Persons with
authority to bind
the organization

Membersin a member-managed LLC.
Managers in a managerbmanaged LLC,
and officers and agents. See Tex. Bus.
Org. Code = 2.101

(14)

Officers and agents. See Tex. Bus. Org. Code = 2.101(14).

Partners or general partners,
officers and agents. See Tex.
Bus. Org. Code = 2.101(14)

General partners, officers and agents. See Tex. Bus.
Org. Code ©r2.101(14).

17. Voting power of
owners

A majority of members (or if theLLC is
managed by managers a majority of
managers, makes ordinary decisions. See
Tex. Bus. Org. Coden 101.355. Votingis
per capita, not proportionate to interest
owned. Tex. Bus. Org. Code & 101.354.

Absent alternative provisionsin the certificate of formation or
otherwise provided in the code, each shareholder is entitled to
one vote. See Tex. Bus. Org. Code or21.366.

S corporations may not have
more than one class of stock: al-
though a mere difference in
voting rights will not constitute a
second class of stock for this
purpose. IRC @ 1361(c)(4).

Unless otherwise agreed, differences in the ordinary
course of business are resolved by a majority of the
partners, but no act outside the ordinary course of
business requires unanimous consent. See Tex. Bus.
Org. Code rr152.209(a),152.209(b).

18. Permissible
participation in
management

Members or managers may participatein
management. Tex. Bus. Org. Code &
101.252.

Sharehol ders participate in management by electing
representative directors to determine policy and appoint officers
as agenda The sharehol ders of an S/C corporation may modify
governance. Tex. Bus. Org. Code = 101.252.

General partners have statutory
right to participatein
management. Tex. Bus. Org.
Code = 152.203(a)

With exceptions, alimited partner may be liable for
participating in management or control of the
partnership to a third party reason believing the
person to be a general partner. Tex. Bus Org. Code
o 152.102(a)(2).




