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L. Choice of Entity

A. An individual may conduct business as a sole proprietor. The individual
does not have to create an entity and will have unlimited liability. If one or more persons
desire to form an entity to conduct a business, the following are the most common
choices:

B. General partnership—not formed by a filing and is the default entity when
two or more persons join together to conduct a business. With limited exceptions, “an
association of two or more persons to carry on a business for profit as owners creates a
partnership, regardless of whether” the persons intend to create a partnership and whether
the association is called a partnership, joint venture or other name. Texas Business
Organizations Code (“BOC”) § 152.051(b).

1. Each partner has unlimited liability for the debts and obligations of the

partnership. BOC § 152.304.
2. Subject to the partnership agreement, each partner has an equal right to

manage. BOC §§ 152.002(a), 152.203(a).

C. Limited Liability Partnership (“LLP”)
1. General partnership that makes a filing with the Secretary of State pursuant to
BOC § 152.802. The filing fee is $200 per partner.
2. Limits the otherwise applicable vicarious liability of the partners. BOC §
152.801.

D. Limited Partnership
1. Formed by filing with Secretary of State—filing fee is $750.
2. General partners have control and unlimited liability. BOC § 153.152.
3. Limited partners have no right to manage (but can have limited voting rights)

and no liability for partnership obligations. BOC §153.102.



4.

A limited partnership may file to become a limited liability partnership—
eliminates vicarious liability of general partners and that of a limited partner
who takes part in control. BOC §§ 153.351, 153.353. The filing fee is $200

per general partner.

E. Limited Liability Company

1.
2.
3.

Formed by filing with Secretary of State—filing fee is $300.
Provides limited liability for members. BOC § 101.114.
Managed by members or managers—must be specified in certificate of
formation. BOC §§ 101-251, 101-252.
Texas authorizes series LLCs. BOC § 101.601, et seq. Don’t try this at home.
See, e.g.:
a. Allen Sparkman, “Through the Looking Glass: Series LLCs in 2016,”
3 Bus. & Bankr. L J. 1 (2016) available at
WWww.ssrn.com/absract2591548.
b. Allen Sparkman, “Series LLCs”, 53 The REPTL Reporter No. 2 (Real

Estate, Probate and Trust Law Section, State Bar of Texas, February,
2015).
c. Allen Sparkman, “Series LLCs in Interstate Commerce” and “Tax

Aspects of Series LLCs,” Business Law Today (February 2013).

F. Corporation

1.
2.
3.

Formed by filing with Secretary of State—filing fee is $300.

Provides limited liability for shareholders. BOC § 21.223.

Managed by board of directors unless shareholders enter into a shareholders
agreement pursuant to Subchapter C of Chapter 21 of the BOC or the
corporation is a close corporation under Subchapter O of Chapter 21 of the
BOC.

Ownership interests usually represented by stock certificates.

a. Ifa corporation has uncertificated shares, BOC § 3.205(a) provides:
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