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 Since 1995 over 390,000 new LLCs have 
been formed in Arizona; wonder why? 

 

Burns and Burns, p.c. is an AV 

Rated Law Firm that represents 

multi-generational families and 

business owners with their 

asset protection, real estate, 

and estate planning needs.    

 

Arizona Limited Liability Company Basics 

Introduc tion 

The  LLC ha s b e c o me  o ne  o f the  mo st 

po pula r fo rms o f b usine ss e ntitie s 

b e c a use  a n LLC is:  

 Ea sy to  fo rm a nd  ma inta in; 

 Pro vide s limite d  lia b ility to  its 

me mb e rs; a nd  

 Avo id s d o ub le  ta xa tio n with the  

IRS.   

 

An LLC p ro vid e s the  b e st c ha ra c te ristic s 

o f b o th a  c o rpo ra tio n a nd  a  

p a rtne rship .  Sp e c ific a lly, c o rp o ra tio ns 

pro vid e  limite d  lia b ility to  its sha re ho ld e rs 

a nd  d ire c to rs, b ut a re  sub je c t to  d o ub le  

ta xa tio n.  Co nve rse ly, so le  pro prie to rships 

a nd  pa rtne rship s a vo id  d o ub le  ta xa tio n 

b ut do  no t p ro vide  its me mb e rs with 

limite d  lia b ility.  Thus, the  LLC was 

c re ate d to  pro vide  the  limite d liab ility 

be ne fits o f a c o rpo ratio n with the  

do uble  taxatio n avo idanc e  be ne fits o f 

a partne rship o r so le  pro prie to rship ! 

 

LLC Purpose  

In Arizo na , a  limite d  lia b ility c o mpa ny 

ma y b e  c re a te d  to  c o nd uc t o r p ro mo te  

a lmo st a ny la wful b usine ss so  lo ng  a s its 

a c tio ns d o  no t e xc e e d  the  sc o pe  o f 

Arizo na  la w o r the  purpo se  fo r whic h it 

wa s c re a te d , a s se t fo rth in its a rtic le s o f 

o rg a niza tio n o r o pe ra ting  a g re e me nt.   

 
 

 

LLC Purpose  a nd Pe rsona l lia bility 

 In Arizo na , if a n LLC wa s fo rme d  to  

a c c o mplish a  sing le  purpo se , (i.e . 

o pe ra ting  a  c lo thing  sto re ) a ny a c tio n 

b y a  me mb e r o r ma na g e r o f the  LLC to  

p ro mo te  a no the r p urp o se  no t in 

furthe ra nc e  o f the  sta te d  LLC purpo se  

ma y e xpo se  tha t pe rso n to  pe rso na l 

lia b ility.  Thus, to  he lp  me mb e rs a nd  

ma na g e rs o f a n LLC a vo id  pe rso na l 

lia b ility fo r the ir a c tio ns, the  LLC’ s a rtic le s 

o f o rg a niza tio n a nd / o r o p e ra ting  

a g re e me nt sho uld  c le a rly se t fo rth the  

p urp o se  fo r whic h the  LLC wa s c re a te d .   

 

Artic le s of Org a niza tion 

The  a rtic le s o f o rg a niza tio n a re  the  

d o c ume nts whic h must b e  file d  with 

a nd  a p pro ve d  b y the  Arizo na  

Co rp o ra tio n Co mmissio n in o rd e r to  

e sta b lish a n Arizo na  limite d  lia b ility 

c o mpa ny.   

 

In o rd e r to  b e  va lid , the  a rtic le s o f 

o rg a niza tio n must inc lud e  the  fo llo wing  

info rma tio n: 

 The  na me  o f the  LLC; 

 The  na me  a nd  Arizo na  stre e t a d d re ss 

fo r the  LLC’ s sta tuto ry a g e nt fo r 

se rvic e  o f p ro c e ss; 

 The  Arizo na  b usine ss a d d re ss fo r the  

LLC, if d iffe re nt tha n the  a d d re ss fo r 

the  sta tuto ry a g e nt fo r se rvic e  o f 

p ro c e ss; 
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 The  la te st d a te , if a ny, o n whic h the  

LLC must d isso lve , if the  d ura tio n is 

le ss tha n pe rpe tua l; 

 Whe the r ma na g e me nt o f the  LLC is 

ve ste d  in the  ma na g e rs o r re se rve d  

to  the  me mb e rs; a nd  

 The  na me s a nd  a d d re sse s o f the  

ma na g e rs a nd  me mb e rs with a  20% 

o r g re a te r sha re  o f o wne rship , if the  

ma na g e me nt o f the  LLC is ve ste d  in 

the  ma na g e rs o r a ll the  me mb e rs, if 

ma na g e me nt is re se rve d  to  the  

me mb e rs.   

 

Ope ra ting  Ag re e me nt 

                       

An o p e ra ting  a g re e me nt a llo ws yo u to  

struc ture  ho w yo u a nd  yo ur 

me mb e r/ ma na g e rs wa nt to  c o nd uc t 

b usine ss.  The se  fina nc ia l a nd  wo rking  

re la tio nships c a n b e  wid e  a nd  va rie d  

a nd  it is impo rta nt tha t the  fo llo wing  

to p ic s a re  c le a rly a d d re sse d  within a n 

LLC’ s o p e ra ting  a g re e me nt:   

 

 Me mb e rship  rig hts; 

 Me mb e rship  inte re sts in the  LLC; 

 Vo ting  rig hts fo r me mb e r/ ma na g e rs; 

 Dive rsific a tio n o f o pe ra tio na l d utie s 

a nd  o b lig a tio ns; 

 Me e ting  re q uire me nts; 

 Ca p ita l c o ntrib utio ns-–c a sh, p ro p e rty 

o r se rvic e s; 

 Pe rc e nta g e  o f o wne rship ; 

 Distrib utio ns; 

 Pro fit a nd  lo sse s a llo c a tio n; 

 Lia b ilitie s; 

 Cre d ito r issue s; 

 Ta xe s; 

 Te rmina tio n issue s;  

 Co mmunity p ro p e rty issue s; 

 Buyo ut, b uy-se ll o r d e a th p ro visio ns; 

a nd   

 Disso lutio n re q uire me nts.   

 

 

 

Witho ut a  we ll dra fte d o pe rating  

agre e me nt, de fault state  laws will be  use d 

to  addre ss issue s that wo uld have  be e n 

o the rwise  a d d re sse d  within the  LLC’ s 

o pe ra ting  a g re e me nt.  Unfo rtuna te ly, in 

ma ny c a se s, the  wa y in whic h the  sta te  

wo uld  ma na g e  yo ur LLC is d iffe re nt tha n 

ho w the  LLC me mb e rs /  ma na g e rs 

mig ht c o nd uc t the  b usine ss. 

 

Na ming  a n LLC  

The  na me  o f a n LLC must inc lud e  o ne  o f 

the  fo llo wing  d e sig na tio ns in o rd e r to  b e  

va lid .  The se  d e sig na tio ns inc lud e  the  

wo rd s “ limite d  lia b ility c o mp a ny”  o r 

“ limite d  c o mp a ny”  o r the  a b b re via tio ns 

“L.L.C .,”  “L.C .,”  “LLC” o r “LC”.   

 

In a d d itio n, the  na me  o f a n LLC must 

g e ne ra lly no t inc lud e  the  fo llo wing  

wo rd s: “b a nk,”  “ d e p o sit,”  “ c re d it unio n,”  

“ trust”  o r “ trust c o mpa ny.”   

 

Fo r e xa mple : The  va lid  na me  o f a n LLC 

c o uld  b e  “ ABC Re a l Esta te , LLC” .  

Ho we ve r, the  na me  “ ABC Trust, LLC” 

wo uld  b e  a n inva lid  na me  b e c a use  it 

inc lud e s the  wo rd  “ trust.”   A va lid  na me  

c a n b e  re se rve d  fo r 120 d a ys with the  

Arizo na  Co rp o ra tio n Co mmissio n fo r a  

fe e  witho ut ha ving  to  a c tua lly fo rm the  

LLC a t the  time  the  na me  is re se rve d .       

 

“Wha t’s in a  g ood na me ? ” Whe n 

c ho o sing  a n LLC na me , c o nsid e r the  

fo llo wing :   

 Is the  na me  e a sy to  re me mb e r?   

 Do e s the  na me  d e sc rib e  the  LLC’ s 

p ro d uc t o r se rvic e ?   

 Is the  na me  a va ila b le  a s a  we b  

a d d re ss a s e ithe r a  .c o m, .ne t, o r .b iz 

a d d re ss?  

 Wha t we b site s p ull up  und e r p o p ula r 

se a rc h e ng ine s whe n the  na me  is 

se a rc he d ?   

 Will the  na me  infring e  o n a n e xisting  

tra d e  na me  o r tra d e  ma rk?  



Me mbe rship Tra nsfe r Rig hts Ma na g e me nt Struc ture s 

The  manage me nt struc ture  o f an LLC 

c an e ithe r be  ve ste d in the  manage r(s) 

o r re se rve d to  the  me mbe r(s) o f the  LLC .  

A ma na g e me nt struc ture  tha t is ve ste d  

in the  ma na g e rs me a ns tha t o nly tho se  

pe rso ns who  a re  e le c te d  a s ma na g e rs 

o f the  LLC c a n p a rta ke  in ma na g e me nt 

d e c isio ns.  Co nve rse ly, if ma na g e me nt 

o f the  LLC is re se rve d  to  its me mb e rs, 

the n a ll the  me mb e rs o f the  LLC c a n 

p a rta ke  in LLC ma na g e me nt d e c isio ns.   

Unle ss c o ntra ry in the  LLC’ s o pe ra ting  

a g re e me nt, if a  me mb e r tra nsfe rs the ir 

inte re st in a n LLC to  a no the r pe rso n o r 

e ntity, the  me mb e r c a n o nly tra nsfe r 

the ir rig ht to  re c e ive  the ir sha re  o f the  

LLC’ s p ro fits a nd  lo sse s.  Ho we ve r, upo n 

the  c o nse nt o f a ll the  me mb e rs, 

ma na g e me nt rig hts c a n b e  tra nsfe rre d  

fro m a  me mb e r to  a no the r p a rty.    

 
About the  Author 

Sc ott F. Burns, Esq.  

 Ma na g e me nt Struc ture  Pro s vs. Co ns:  

Ca re ful c o nsid e ra tio n ne e d s to  b e  g ive n 

whe n c o nsid e ring  the  typ e  o f 

ma na g e me nt struc ture  to  imp le me nt.   

Sc o tt F. Burns, Esq . is a n Arizo na  a tto rne y 

who se  c lie nte le  inc lud e  pro fe ssio na l 

a thle te s, b usine ss o wne rs, a nd  fa milie s 

d e siro us o f p ro te c ting  the ir pe rso na l a nd  

pro fe ssio na l le g a c ie s thro ug h the  use  o f 

a sse t p ro te c tio n stra te g ie s, e sta te  

p la nning  a nd  b usine ss c o nsulting . 

 

Fo r e xa mple : An LLC with a  la rg e  

numb e r o f me mb e rs ma y e le c t to  ha ve  

ma na g e me nt d e c isio ns ve ste d  in the  

ma na g e rs.  Co nve rse ly, a n LLC with o nly 

a  fe w me mb e rs ma y e le c t to  ha ve  

ma na g e me nt d e c isio ns re se rve d  to  the  

me mb e rs.    

 

 

 

 

For Additional Information 

www.B-BLAW.com 

Mate rial pre se nte d he re in are  fo r 

info rmatio nal purpo se s o nly and are  no t 

inte nde d to  c o nstitute  le gal advic e , to  be  a 

le gal o pinio n o r c re ate  an atto rne y c lie nt 

re latio nship fo r the  re ade r o r any spe c ific  

pe rso n.  Estate  and Tax planning  is fac t 

spe c ific  and re quire s c o nsultatio n with a tax 

o r le gal adviso r be fo re  unde rtaking  any 

c o urse  o f ac tio n.    

 

Profits a nd Losse s 

Pro fits and lo sse s are  split be twe e n LLC 

me mbe rs de pe nding  o n the  basis o f 

the ir c o ntributio ns to  the  LLC .  Thus, if 

o ne  LLC me mb e r c o ntrib ute s 80% o f the  

c a p ita l to  the  LLC, tha t me mb e r will b e  

e ntitle d  to  80% o f the  p ro fits a s we ll a s 

b e  re spo nsib le  fo r 80% o f the  lo sse s.  

Ho we ve r, the  me mb e rs o f a n LLC c a n 

c ho o se  to  e nte r into  a n a g re e me nt o n 

ho w the y wa nt to  sha re  p ro fits a nd  

lo sse s.  G e ne ra lly, this a g re e me nt is 

c o nta ine d  in the  te rms o f the  LLC’ s 

o pe ra ting  a g re e me nt.   
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