NAVIGATING THE PATH TO
LIMITED LIABILTY

A GUIDE TO FORMING AN LLC
IN OKLAHOMA

Thue
H HARTLEY
S L;"Uﬁ-" FI RM ric




Navigating the Path to
Limited Liability

A Guide for Forming an LLC in
Oklahoma



Contents

Introduction

Chapter 1: Why Choose the Limited Liability Company?

Chapter 2: Essential Steps to Forming Your Oklahoma LLC
Chapter 3: Single Member vs. Multiple Member LLC

Chapter 4: Navigating the Federal Realm

Chapter 5: The Importance of Legal Counsel

Chapter 6: Transferring Membership Interests in an Oklahoma LLC

Chapter 7: Dissolution and Winding Up of an Oklahoma LLC

Conclusion

15
19
24
28
32
37



Introduction

Starting a business in Oklahoma is an exciting endeavor, filled with the promise of
innovation, growth, and the realization of your entrepreneurial vision. However,
alongside the thrill of creation comes the crucial responsibility of establishing a
sound legal foundation for your venture. Choosing the right business structure is
paramount, and for many Oklahoma entrepreneurs, the Limited Liability Company
(LLC) offers a compelling blend of flexibility and protection.

This e-book is designed to serve as your comprehensive guide to understanding
the legal considerations involved in forming an LLC in Oklahoma. We will delve
into the compelling reasons why an LLC might be the ideal structure for your
business, meticulously outline the step-by-step process of formation within the
Sooner State, clarify the distinctions between single-member and multi-member
LLCs, and illuminate other vital aspects of this business entity. Furthermore, we
will touch upon the necessity of obtaining an Employer Identification Number
(EIN) and provide an overview of the Beneficial Ownership Information (BOI)
Report requirements.

While this guide aims to provide you with a solid understanding of the legal
landscape, it is crucial to recognize that business law can be intricate and fact-
specific. Therefore, throughout this e-book, we will strongly encourage you to
consider engaging the services of an experienced Oklahoma attorney. Legal
counsel can provide invaluable guidance tailored to your unique circumstances,
ensuring that your LLC is formed correctly and that you remain compliant with all
applicable laws and regulations as your business evolves.

Our goal is to empower you with the knowledge necessary to make informed
decisions about your business structure and to navigate the initial stages of
forming an LLC with clarity and confidence. Let's embark on this journey together
and lay the groundwork for a successful and legally sound business in Oklahoma.

While this guide aims to be comprehensive, it is not a substitute for legal advice
from a qualified Oklahoma attorney. Every legal situation is unique, and seeking
personalized legal counsel is always recommended. The download or use of this e-
book does not constitute an attorney-client relationship.



Chapter 1: Why Choose the Limited
Liability Company?

SUMMARY

Choosing to form an LLC in Oklahoma offers a multitude of compelling benefits,
including:

Limited Liability Protection: Shielding your personal assets from business debts
and lawsuits.

Pass-Through Taxation: Avoiding double taxation by having profits and losses flow
through to your personal income tax return.

Flexibility in Management and Structure: Allowing you to tailor the management
and operational framework to your needs.

Enhanced Credibility and Professionalism: Projecting a more established and
trustworthy image.

Potential for Perpetual Existence: Providing greater stability and long-term
continuity.

Offers Ease of Formation and Administration: A relatively simple and less
burdensome process compared to corporations.

Understanding these advantages is the first crucial step in determining whether an
LLC is the proper business structure for your entrepreneurial endeavors in
Oklahoma.

Before diving into the intricacies of forming an LLC in Oklahoma, it's essential to
understand the fundamental reasons why this business structure has become so
popular among entrepreneurs. The LLC offers a unique set of advantages that
often strike a favorable balance between the simplicity of a sole proprietorship or
partnership and the liability protection afforded by a corporation.



Limited Liability Protection: Shielding Your Personal Assets

The cornerstone of the LLC structure is the concept of limited liability. This means
that the personal assets of the LLC members (owners), such as their homes, cars,
and personal bank accounts, are generally protected from the business's debts
and obligations. In the event that the LLC incurs business debts, faces lawsuits, or
experiences financial difficulties, creditors typically cannot pursue the personal
assets of the members to satisfy those obligations. This separation between
personal and business liability provides a significant layer of security and peace of
mind for business owners.

Consider a scenario where your Oklahoma-based marketing LLC enters into a
contract with a client who subsequently sues for breach of contract. If your
business were structured as a sole proprietorship, your personal assets would be
at risk in the lawsuit. However, with an LLC in place, the lawsuit would generally
target the assets of the LLC itself, protecting your personal wealth.

It's crucial to understand that this protection is not absolute. Courts may “pierce
the corporate veil” and hold members personally liable in certain circumstances,
such as when there is commingling of personal and business funds, fraudulent
activities, or a failure to observe the formal operating procedures of the LLC.
Therefore, maintaining a clear separation between your personal and business
affairs is essential to uphold the limited liability protection.

Pass-Through Taxation: Simplifying Your Tax Obligations

Unlike traditional corporations, which are subject to double taxation (taxed at the
corporate level and again when profits are distributed to shareholders), an LLC
typically enjoys pass-through taxation. This means that the profits and losses of
the LLC are “passed through” directly to the members' personal income tax
returns. The LLC itself does not pay federal income tax. Instead, the members
report their share of the LLC's profits or losses on their individual tax returns,
where they are taxed at their individual income tax rates.

This pass-through taxation can offer significant tax advantages, particularly for
small businesses, as it avoids the complexities and potential for higher overall tax
burdens associated with corporate taxation. The members can choose how they
want the LLC to be taxed. By default, a single-member LLC is taxed as a sole
proprietorship, and a multi-member LLC is taxed as a partnership. However, LLCs
also have the option to elect to be taxed as an S corporation or even a C
corporation, depending on their specific circumstances and tax planning
strategies.



Flexibility in Management and
Structure: Tailoring Your Business
Operations

LLCs offer a high degree of flexibility in terms of their management structure.
Unlike corporations, which have a more rigid hierarchical structure with boards of
directors and officers, an LLC can be managed in various ways:

« Member-Managed: In a member-managed LLC, the members themselves are
actively involved in the day-to-day operations and decision-making of the
business. This is a common structure for smaller LLCs where the owners are
directly involved in the business.

« Manager-Managed: In a manager-managed LLC, the members appoint one or
more managers (who may or may not be members themselves) to oversee the
operations of the business. This structure is often preferred for larger LLCs or
when the members wish to take a more passive role in management.

This flexibility allows you to tailor the management structure of your LLC to best
suit your needs and the nature of your business. Furthermore, the internal
operating agreement of the LLC (discussed in more detail later) provides
significant flexibility in outlining the rights, responsibilities, and profit-sharing
arrangements among the members.

Credibility and Professionalism:
Enhancing Your Business Image

Operating as an LLC can enhance the credibility and professionalism of your
business in the eyes of customers, suppliers, and lenders. The designation “LLC”
after your business name signals that you have taken the formal steps to establish
a legally recognized business entity, which can instill greater confidence in your
stakeholders. It can also make it easier to open business bank accounts, secure
loans, and enter into contracts.



Perpetual Existence: Ensuring
Business Continuity

Unlike sole proprietorships or partnerships, which may automatically dissolve
upon the death or withdrawal of an owner, an LLC can have perpetual existence.
This means that the LLC can continue to operate even if there are changes in
ownership or membership, providing greater stability and long-term viability for
your business. While the specific terms of the operating agreement will govern the
process for handling such changes, the LLC structure itself offers the potential for
continued operation.

Ease of Formation and
Administration: A Streamlined
Process

Compared to the more complex requirements for forming and maintaining a
corporation, establishing an LLC in Oklahoma is generally a more straightforward
and less burdensome process. The initial filing requirements are relatively simple,
and the ongoing administrative obligations are typically less stringent than those
for corporations. This ease of formation and administration can save you time,
money, and administrative headaches, allowing you to focus on growing your
business.



Chapter 2: Essential
Steps to Forming Your
Oklahoma LLC

SUMMARY

The essential steps to forming your Oklahoma LLC include:

Choosing a unique and available business name and reserving it if desired.

Appointing a registered agent who resides in Oklahoma and has a physical street
address.

Filing the Certificate of Organization (Articles of Organization) with the Oklahoma
Secretary of State.

Creating a comprehensive Operating Agreement to govern the internal affairs of
the LLC.

Obtaining an Employer Identification Number (EIN) from the IRS.

Complying with other applicable state and local requirements, such as licenses,
permits, and tax registrations.

By diligently following these steps, you can successfully establish your Limited
Liability Company in Oklahoma and lay a solid legal foundation for your business
venture.




Forming an LLC in Oklahoma involves a series of specific steps that must be
followed to legally establish your business entity. While the process is generally
less complex than forming a corporation, meticulous attention to detail is crucial
to ensure compliance and avoid potential legal issues down the road. Here is a
comprehensive breakdown of the essential steps involved in forming your
Oklahoma LLC:

Choosing a Unique and Available
Business Name

The first step is to select a name for your LLC that complies with Oklahoma state
law and is distinguishable from the names of other existing business entities
registered in the state. Your chosen name must include the words “Limited
Liability Company” or the abbreviation “L.L.C.” or “LLC.” You cannot use words
that suggest your business is a bank or trust company without proper
authorization.

Before officially filing your formation documents, it is essential to conduct a
thorough name availability search with the Oklahoma Secretary of State. You can
typically do this online through the Secretary of State's website. This search will
help you determine if your desired name is already in use or too similar to an
existing name. Reserving your chosen name is also advisable. You can usually
reserve a name for a specific period (e.g., 60 days) by filing a name reservation
application and paying a small fee. This ensures that the name is held for you
while you complete the remaining formation steps.

Appointing a Registered Agent

Every Oklahoma LLC is required to have a registered agent. A registered agent is an
individual or entity that resides in Oklahoma and is responsible for receiving legal
and official documents on behalf of your LLC, such as service of process (lawsuits),
tax notices, and other important correspondence from the state.

Your registered agent must have a physical street address in Oklahoma (a P.O. Box
is not sufficient) and must be available during regular business hours to receive
these documents. You can act as your own registered agent if you meet these
requirements, or you can appoint another individual residing in Oklahoma or a
commercial registered agent service. Commercial registered agent services
specialize in this role and can offer benefits such as privacy and a consistent point
of contact, even if your business location changes.
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Choosing a reliable registered agent is crucial, as they play a vital role in ensuring
that your LLC receives important legal and official communications promptly.
Failure to have a registered agent or a failure of the registered agent to fulfill their
responsibilities can lead to penalties and legal complications for your LLC.

Filing the Certificate of Organization
(Articles of Organization)

The formal process of creating your LLC begins with filing a document called the
Certificate of Organization (sometimes referred to as Articles of Organization) with
the Oklahoma Secretary of State. This document officially establishes the
existence of your LLC. The Certificate of Organization typically requires the
following information:

« The name of the LLC: As chosen and verified in the first step.

« The address of the LLC's principal place of business: This is the primary
location where your business operates.

« The name and street address of the registered agent in Oklahoma, Including
their consent to serve as the registered agent.

« The mailing address of the LLC (if different from the principal place of
business).

« The names and addresses of the organizers: These are the individuals who are
forming the LLC.

«  Whether the LLC will be member-managed or manager-managed: This
indicates the management structure of your LLC.

« The latest date upon which the LLC is to dissolve (if any). If no date is specified,
the LLC will typically have a perpetual existence.

« Any other provisions the organizers choose to include.

The Oklahoma Secretary of State provides a standard form for the Certificate of
Organization, which can usually be completed and filed online, by mail, or in
person. A filing fee is required at the time of submission. Ensure that all
information provided in the Certificate of Organization is accurate and complete.
Any errors or omissions could lead to delays or rejection of your filing.
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Creating an Operating Agreement

While not strictly required by Oklahoma law to form the LLC, creating a
comprehensive Operating Agreement is highly recommended and considered a
crucial step in establishing a well-structured and legally sound business. The
Operating Agreement is a written contract among the members of the LLC that
outlines the ownership structure, management responsibilities, rights and duties
of the members, profit and loss allocation, procedures for meetings and voting,
and the process for dissolving the LLC.

Think of the Operating Agreement as the internal governing document of your LLC.
It helps to prevent misunderstandings and disputes among the members by
clearly defining the operational and financial aspects of the business. Key
provisions typically included in an Operating Agreement are:

« Ownership percentages of each member.

« Capital contributions of each member.

« How profits and losses will be allocated among the members.

« The rights and responsibilities of members (in a member-managed LLC) or
managers (in a manager-managed LLC).

« Procedures for making important business decisions.
« Rulesregarding the transfer of membership interests.
« Provisions for adding new members or the withdrawal of existing members.

« The process for dissolving and winding up the affairs of the LLC.

Having a well-drafted Operating Agreement is particularly important for multi-
member LLCs, as it clearly defines the relationships and responsibilities of the co-
owners. However, even single-member LLCs can benefit from an Operating
Agreement, as it helps solidify the separate legal existence of the LLC and provides
clarity on how the business will be run. While the state does not mandate filing the
Operating Agreement, it is a vital internal document that should be carefully
drafted and agreed upon by all members.
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Obtaining an Employer Identification
Number (EIN) from the IRS

An Employer Identification Number (EIN), also known as a Federal Tax
Identification Number, is a unique nine-digit number assigned by the Internal
Revenue Service (IRS) to identify business entities operating in the United States.
Your LLC will likely need an EIN for various purposes, even if it does not have
employees. These purposes include:

« Opening a business bank account.
« Filing federal tax returns.
« Hiring employees.

« Operating as a corporation or partnership for tax purposes (if you elect to do
S0).

You can typically apply for an EIN online through the IRS website. The application
process is usually straightforward and free. Once your application is submitted
and approved, you will receive your EIN, which you should keep on file for future
reference.

Complying with Other State and Local
Requirements

In addition to the core steps outlined above, your Oklahoma LLC may need to
comply with other state and local requirements depending on the nature of your
business activities and its location. These may include:

« Obtaining necessary business licenses and permits: Oklahoma has various
state-level and local licenses and permits that may be required to operate your
specific type of business. You should research the requirements at both the
state and local (city and county) levels.

« Registering with the Oklahoma Tax Commission: Depending on your business
activities, you may need to register with the Oklahoma Tax Commission for
purposes such as sales tax collection, franchise tax (if applicable), and
employer withholding taxes.

13



« Understanding and complying with state labor laws: If you hire employees, you
will need to comply with Oklahoma's labor laws regarding wages, hours,
workplace safety, and other employment-related matters.

« Adhering to zoning regulations and other local ordinances: Your business
operations may be subject to local zoning laws and other ordinances that
regulate business activities within your city or county.

It is your responsibility to identify and comply with all applicable state and local
requirements to ensure that your LLC operates legally in Oklahoma.




Chapter 3: Single
Member vs. Multiple
Member LLC

SUMMARY

The decision of whether to form a single-member or a multiple-member LLC
depends entirely on your specific business circumstances and ownership
structure. If you are the sole owner of your business, an SMLLC may be the most
straightforward option. If your business involves co-owners or partners, an MMLLC
will be necessary to accommodate the ownership structure.

It is essential to carefully consider the implications of each structure, particularly

regarding taxation and the necessity of a comprehensive Operating Agreement in
the case of a multi-member LLC. Consulting with a legal and tax professional can

help you determine the most advantageous structure for your Oklahoma business.

The structure and operational dynamics of an LLC can vary significantly depending
on whether it has a single owner (member) or multiple owners (members).
Understanding the key differences between single-member LLCs (SMLLCs) and
multiple-member LLCs (MMLLCs) is crucial for selecting the right business
structure and establishing its legal and operational framework properly.
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Single Member LLC (SMLLC):
Ownership by One

A single-member LLC, as the name suggests, is owned and controlled by a single
individual or entity. This is a common structure for sole proprietors who want the
liability protection of an LLC without the complexities of having partners or co-
owners.

Key Characteristics of a Single Member LLC:

Ownership: One individual or legal entity (such as another LLC or a
corporation).

Management: Typically managed directly by a single member.

Taxation: By default, an SMLLC is treated as a disregarded entity for federal
income tax purposes. This means that the IRS does not recognize the SMLLC as
separate from its owner. The profits and losses of the SMLLC are reported
directly on the owner's personal income tax return (Schedule C if the owner is
an individual). However, an SMLLC can elect to be taxed as a corporation
(either an S corporation or a C corporation) by filing the appropriate forms with
the IRS.

Operating Agreement: While not legally required in Oklahoma, a single-
member LLC can still benefit from having an Operating Agreement. This
document can help solidify the legal separation between the owner and the
business, clarify the owner's intent to operate as an LLC, and outline the
business's operational procedures. It can also be useful in situations such as
transferring ownership or handling the owner's estate.

Administrative Simplicity: Generally, SMLLCs have simpler administrative
requirements compared to MMLLCs due to the absence of multiple owners and
the associated complexities of shared decision-making and profit/loss
allocation.
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Multiple Member LL.C (MMLLC): Ownership by Two or More

A multiple-member LLC involves two or more individuals or entities who own and
operate the business together. This structure is common for partnerships or joint
ventures where multiple parties contribute capital, expertise, and resources.

Key Characteristics of a Multiple Member LLC:

Ownership: Two or more individuals or legal entities (members).

Management: Can be member-managed (where all or some members actively
participate in management) or manager-managed (where designated
managers, who may or may not be members, are responsible for the day-to-
day operations).

Taxation: By default, an MMLLC is treated as a partnership for federal income
tax purposes. The LLC itself does not pay federal income tax. Instead, it files an
information return (Form 1065) with the IRS to report its income, deductions,
gains, and losses. Each member receives a Schedule K-1, which details their
share of the LLC's profits or losses, and they report this information on their
individual tax returns. Like SMLLCs, MMLLCs can also elect to be taxed as an S
corporation or a C corporation.

Operating Agreement (Crucial): A comprehensive Operating Agreement is
particularly vital for MMLLCs. It serves as the foundational document outlining
the rights, responsibilities, and relationships among the members. It addresses
key aspects such as:

Capital Contributions: The initial and any future investments made by each
member.

Ownership Percentages: The proportion of the LLC owned by each member,
which often dictates their share of profits, losses, and voting power.

Profit and Loss Allocation: How the LLC's profits and losses will be distributed
among the members (which may or may not be proportional to their
ownership percentages).

Management Structure: Whether the LLC is member-managed or manager-
managed, and the roles and responsibilities of those involved in management.

Decision-Making Processes: How important decisions will be made, including
voting rights and quorum requirements.

Meetings and Voting: Procedures for holding member meetings and casting
votes.

17



« Transfer of Membership Interests: Restrictions and procedures for members
selling or transferring their ownership stake.

« Adding New Members: The process for admitting new members to the LLC.

« Withdrawal of Members: Procedures and consequences if a member decides to
leave the LLC.

« Dissolution Procedures: The process for winding up and dissolving the LLC.

A well-drafted Operating Agreement in an MMLLC can prevent misunderstandings,
resolve potential conflicts, and provide a clear framework for the business's
operation.

Generally, MMLLCs have more complex administrative requirements compared to
SMLLCs due to the need to manage the relationships and interests of multiple
owners. This can involve more intricate accounting, record-keeping, and decision-
making processes.

Feature Single Member LLC (SMLLC) Multiple Member LLC (MMLLC)

Ownership One owner (individual or entity) Two or more owners (individuals or
entities)

Management Typically managed by the single Can be member-managed or manager-
member managed

Default Taxation Disregarded entity (flows to Partnership (information return filed by
owner's tax return) LLC, K-1s to members)

Operating Agreement Beneficial for clarity and legal Crucial for defining member relationships
separation and operations

Administrative Generally simpler Generally more complex
Complexity




Chapter 4: Navigating
the Federal Realm

SUMMARY

You must obtain an Employer Identification Number (EIN) from the IRS for various
operational and tax purposes. The application is typically done online and is free.

You need to understand and comply with the Beneficial Ownership Information
(BOI) Report requirements by filing timely and accurate reports with FinCEN,
providing information about the LLC, its beneficial owners, and (if applicable)

company applicants. Be aware of the filing deadlines based on your LLC's
formation date and the need to update information within 30 days of any changes.

Staying informed about and complying with these federal requirements is
essential for the legal standing and smooth operation of your Oklahoma LLC. Due
to the complexity and potential penalties associated with the BOI Report,
consulting with legal counsel is highly recommended to ensure full compliance
with all applicable regulations.

While the formation of an LLC primarily involves state law, there are crucial federal
requirements that every Oklahoma LLC must address. These include obtaining an
Employer Identification Number (EIN) from the Internal Revenue Service (IRS) and
understanding the relatively new Beneficial Ownership Information (BOI) Report
requirement.
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Obtaining an Employer Identification
Number (EIN): Your Federal Tax ID

As mentioned in Chapter 2, an Employer Identification Number (EIN), also known
as a Federal Tax Identification Number, is a unique nine-digit number assigned by
the IRS to identify business entities operating in the United States. Think of it as
the social security number for your business.

Why Your Oklahoma LLC Needs an
EIN

Even if your Oklahoma LLC does not plan to hire employees immediately, it will
likely need an EIN for several key reasons:

« Opening a Business Bank Account: Most banks require an EIN to open a
business checking or savings account in the name of the LLC. This helps to
keep your personal and business finances separate, which is crucial for
maintaining the limited liability protection of your LLC.

« Filing Federal Tax Returns: While the default tax treatment for LLCs involves
pass-through taxation to the members' personal returns, the LLC itself may still
need to file certain federal tax forms, especially if it elects to be taxed as a
corporation or if it has specific types of income or expenses.

« Hiring Employees: If your LLC hires employees, you will need an EIN to comply
with federal employment tax laws, including withholding income taxes, social
security taxes, and Medicare taxes.

« Operating as a Corporation or Partnership for Tax Purposes: If your LLC elects
to be taxed as an S corporation or a partnership (in the case of a multi-member
LLC), you will need an EIN.

« Certain Business Transactions: Some business transactions, such as applying
for business licenses or permits at the federal level, may require you to provide
your EIN.
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How to Obtain an EIN

The most common and efficient way to obtain an EIN is through the IRS website.
The online application process is generally free and relatively straightforward. You
will need to provide information about your LLC, such as its legal name, address,
the name and title of the responsible party (the member or manager who controls,
manages, or directs the LLC and the disposition of its funds and assets), and the
reason for applying for the EIN.

Once you complete the online application, the IRS typically issues your EIN
immediately. You will receive a confirmation notice that you should print and keep
in your business records. You can also apply for an EIN by mail or fax, but these
methods usually take longer.

The Beneficial Ownership Information
(BOI) Report: A New Federal
Requirement

Effective January 1, 2024, the Financial Crimes Enforcement Network (FinCEN), a
bureau of the U.S. Department of the Treasury, implemented a new requirement
for many legal entities, including LLCs, to file a Beneficial Ownership Information
(BOI) Report. This report aims to help prevent and combat money laundering,
terrorist financing, and other illicit activities by providing law enforcement
agencies with information about the individuals who ultimately own or control
legal entities formed or registered to do business in the United States.

Who Needs to File a BOI Report?

Most LLCs formed in Oklahoma (and other states) are considered “reporting
companies” and are required to file a BOIl Report. There are some exemptions to
this requirement, such as for certain large operating companies, publicly traded
companies, and certain types of regulated entities. However, most small
businesses and startups formed as LLCs will likely need to comply with these
requirements.
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What Information Needs to Be
Reported?

The BOI Report requires reporting companies to provide information about:

The Reporting Company lItself: This includes its legal name, address,
jurisdiction of formation (Oklahoma), and EIN (or other tax identification
number if the company was formed outside the U.S.).

Beneficial Owners: A beneficial owner is defined as any individual who, directly
or indirectly, either:

Exercises substantial control over the reporting company. This includes senior
officers (e.g., CEO, President, Manager), individuals with the authority to
appoint or remove certain officers or a majority of the board of directors (or
similar body), and individuals who direct, determine, or have substantial
influence over important decisions of the reporting company.

Owns or controls at least 25% of the ownership interests of the reporting
company. This includes equity, stock, or other instruments representing
ownership.

For each beneficial owner, you will need to report their:

Full legal name
Date of birth
Current residential address

A unique identifying number from an acceptable identification document (e.g.,
driver's license, passport) and an image of that document.

Company Applicants (for companies formed on or after January 1, 2024): A
company applicant is the individual who directly filed the document that
created the reporting company (e.g., the person who filed the Certificate of
Organization for the LLC). There can be up to two company applicants: the
individual who directly filed the formation document and, if applicable, the
individual who directed or controlled the filing action. The same identifying
information required for beneficial owners must also be provided for company
applicants (for companies formed on or after January 1, 2024).

22



When and How to File the BOI Report

« Companies formed before January 1, 2024: These companies have until
January 1, 2025, to file their initial BOI Report.

« Companies formed on or after January 1, 2024, and before January 1, 2025:
These companies must file their initial BOI Report within 90 calendar days of
their formation.

« Companies formed on or after January 1, 2025: These companies must file
their initial BOI Report within 30 calendar days of their formation.

« Updates: Reporting companies must file updated BOI Reports within 30
calendar days of any change in the reported information, such as a change in
beneficial owners or their identifying information.

BOI Reports must be filed electronically through FinCEN's secure online filing
system, which is accessible through the FinCEN website. There is no fee to file the
BOI Report.

Importance of Compliance

Failure to comply with the BOI reporting requirements can result in significant civil
and criminal penalties, including substantial fines and potential imprisonment.
Therefore, it is crucial for all Oklahoma LLCs to understand their obligations under
the BOI rule and to ensure timely and accurate filing of the required information.




Chapter 5: The
Importance of Legal
Counsel

SUMMARY

Engage an Oklahoma attorney for expert guidance on LLC formation.

An attorney can ensure correct filing, draft a tailored Operating Agreement, and
advise on complex legal issues.

Consider ongoing legal counsel (outside general counsel) for contract review,
employment law, intellectual property, dispute resolution, and regulatory
compliance.

Choose an attorney with experience in Oklahoma business law, clear
communication, and a suitable fee structure.

Investing in legal counsel is a crucial step in building a legally sound and successful
business.
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While this e-book aims to provide you with a comprehensive overview of the legal
considerations for forming an LLC in Oklahoma, it is not a substitute for legal
advice from a qualified attorney. The process of forming and operating an LLC
involves navigating complex legal requirements that can have significant
implications for both your business and personal liability. Engaging the services of
an experienced Oklahoma attorney can provide invaluable guidance and
protection throughout this journey.

Benefits of Hiring an Attorney for LLC Formation

« Expertise in Oklahoma Business Law: An Oklahoma attorney specializing in
business formation has a deep understanding of the state's specific laws and
regulations governing LLCs. They can ensure that your formation documents
are prepared and filed correctly with the Secretary of State, minimizing the risk
of errors or delays.

- Tailored Advice for Your Specific Situation: Every business is unique, and your
specific circumstances may present legal considerations that are not
addressed in general guides. An attorney can assess your individual needs and
provide tailored advice on the most suitable LLC structure, management
framework, and other critical aspects of your formation.

« Drafting a Comprehensive Operating Agreement: While templates for
Operating Agreements are available, a skilled attorney can draft a customized
agreement that specifically addresses the unique needs and potential
challenges of your business and the relationships between members (in a
multi-member LLC). This can help prevent future disputes and provide clarity
on crucial operational and financial matters.

« Guidance on Complex Legal Issues: Forming an LLC may involve navigating
complex legal issues, such as intellectual property protection, contract law,
and potential liability concerns specific to your industry. An attorney can
provide guidance on these matters from the outset.

« Ensuring Compliance with All Requirements: An attorney can help you identify
and comply with all applicable federal, state, and local laws and regulations,
including licensing, permitting, and tax obligations, beyond just the initial
formation process.

« Minimizing Future Legal Risks: By ensuring that your LLC is formed correctly
and that you have a solid legal foundation, an attorney can help you minimize
the risk of future legal disputes, liabilities, and penalties.
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The Value of Ongoing Legal Counsel
(Outside General Counsel)

The need for legal assistance does not end once your LLC is formed. As your
business grows and evolves, you will likely encounter various legal issues that
require expert guidance. Consider engaging an attorney to serve as your ongoing
“outside general counsel.” This arrangement can provide numerous benefits:

Contract Review and Drafting: An attorney can review and draft contracts with
customers, suppliers, employees, and other parties to protect your business
interests and minimize the risk of disputes.

Employment Law Compliance: If you hire employees, an attorney can advise
you on compliance with state and federal employment laws, helping you avoid
costly legal issues related to hiring, firing, wages, and workplace practices.

Intellectual Property Protection: An attorney can help you protect your
valuable intellectual property, such as trademarks, copyrights, and trade
secrets.

Dispute Resolution: In the event of a legal dispute, an attorney can represent
your LLC's interests and work towards a favorable resolution through
negotiation, mediation, arbitration, or litigation if necessary.

Regulatory Compliance: As your business grows, you may become subject to
additional regulations. An attorney can help you understand and comply with
these evolving requirements.

Business Transactions and Growth: If you plan to expand your business,
acquire other companies, or engage in other significant transactions, legal
counsel is essential to ensure these processes are handled correctly, and your
interests are protected.

Staying Informed of Legal Changes: Business laws and regulations are
constantly evolving. An attorney can keep you informed of relevant changes
that may impact your LLC and advise you on necessary adjustments to your
practices.
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Choosing the Right Attorney:

When selecting an attorney to assist with your LLC formation and ongoing legal
needs, consider the following:

Experience in Business Law and LLC Formation in Oklahoma: Look for an
attorney who has a proven track record of successfully assisting businesses
with LLC formation and related legal matters in Oklahoma.

Industry Knowledge (if applicable): If your business operates in a highly
regulated industry, consider an attorney with experience in that specific sector.

Communication and Accessibility: Choose an attorney who communicates
clearly, is responsive to your inquiries, and makes you feel comfortable
discussing your legal concerns.

Fee Structure: Understand the attorney's fee structure and ensure it aligns with
your budget. Discuss hourly rates, flat fees for specific services, and retainer
options for ongoing counsel.

References and Reviews: Check online reviews and ask for references from
other business owners who have worked with the attorney.

While this e-book provides valuable information, it is strongly recommended that
you consult with an experienced Oklahoma attorney for personalized legal advice
regarding the formation and operation of your LLC. Legal counsel can help you
navigate the complexities of business law, protect your interests, and provide
ongoing support as your business grows. Investing in legal counsel early on can
save you significant time, money, and potential headaches in the long run.




Chapter 6: Transferring Membership
Interests in an Oklahoma LLC

SUMMARY

Practical Steps for Transferring Ownership:

Review the Operating Agreement: Carefully examine the provisions related to the
transfer of membership interests.

Obtain Necessary Consents: Follow the procedures outlined in the Operating
Agreement for obtaining the consent of the other members, if required.

Negotiate the Terms of Transfer: Agree on the price, payment terms, and other
conditions of the transfer.

Execute a Transfer Agreement: Have a legally sound transfer agreement drafted or
reviewed by an attorney. This document should clearly outline the details of the
transfer.

Update LLC Records: Ensure the LLC's internal records, including the membership
ledger, are updated to reflect the transfer.

Consider Tax Implications: Consult with a tax advisor to understand and plan for
any tax consequences of the transfer.

Amend the Operating Agreement (if necessary): Formally amend the Operating
Agreement to reflect the new ownership structure and any changes in member
rights or responsibilities.

Notify Relevant Parties: Inform any relevant third parties, such as banks, insurance
providers, and key clients or suppliers, of the change in ownership.
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As your Oklahoma LLC evolves, the ownership structure may also need to change.
Members might decide to sell their stake, new members could be admitted, or
unforeseen circumstances, such as death or retirement, might necessitate the
transfer of membership interests. Understanding the legal considerations involved
in these transfers is crucial to ensure a smooth transition and avoid potential
disputes or legal complications.

Understanding Membership Interests

A membership interest in an LLC represents an owner's rights and obligations in
the company. This includes their share of the LLC's profits and losses, their voting
rights (if applicable), and their right to participate in the management of the LLC
(depending on whether it's member-managed or manager-managed). These
interests are typically defined in the LLC's Operating Agreement.

Legal Framework for Transferring
Interests

The ability and process for transferring membership interests are primarily
governed by Oklahoma law and the specific terms outlined in your LLC's Operating
Agreement. Oklahoma law provides some default rules, but the Operating
Agreement can modify these rules to suit the members' needs and intentions.

Key Considerations When
Transferring Ownership Interests

The Operating Agreement is Paramount: The first and most crucial step in any
transfer of membership interest is to carefully review the LLC's Operating
Agreement. This document will likely contain provisions addressing the following:

Restrictions on Transfer: Many Operating Agreements include restrictions on the
transfer of membership interests to prevent unwanted or unqualified individuals
from becoming members. These restrictions might include:
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Right of First Refusal (ROFR): This gives the existing members or the LLC itself
the first opportunity to purchase the departing member's interest before it can
be offered to an outside party.

Consent Requirements: The agreement might require the approval of all or a
majority of the remaining members before a transfer can be completed.

Buy-Sell Agreements: These agreements outline specific events (e.g., death,
disability, retirement) that trigger the sale of a member's interest and establish
the terms of the sale, such as the valuation method and payment terms.

Permitted Transfers: The agreement might specify certain permitted transfers
(e.g., to family members or trusts) that are exempt from certain restrictions.

Procedures for Transfer: The agreement should outline the specific steps
involved in transferring an interest, such as providing written notice to the
other members, executing transfer documents, and updating the LLC's
records.

Oklahoma Law: If the Operating Agreement is silent on certain aspects of the
transfer, Oklahoma's LLC Act will provide the default rules. Generally, unless
otherwise provided in the operating agreement, a member's interest in an LLC
is assignable. However, the assignment of a membership interest does not
automatically grant the assignee the right to participate in the management of
the LLC or to become a member. The assignee typically only has the right to
receive the share of profits or other distributions to which the assignor would
have been entitled. To become a full member with voting and management
rights, the other members usually need to consent.

Consent of Remaining Members: Even if the Operating Agreement allows for
assignment, the assignee may not automatically become a full member with
all the rights and privileges of the original member without the consent of the
other members. Oklahoma law often requires the unanimous consent of the
remaining members for the assignee to become a member. The Operating
Agreement can modify this requirement.

Tax Implications: The transfer of a membership interest can have significant tax
consequences for both the transferring member and the new member. These
implications can vary depending on the structure of the LLC (single-member
vs. multi-member) and the nature of the transfer (sale, gift, inheritance). It is
crucial to consult with a tax advisor to understand the potential tax liabilities
associated with the transfer.
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« Valuation of the Membership Interest: Determining the fair value of a
membership interest can be complex, especially for established businesses.
The Operating Agreement may outline a specific valuation method (e.g., based
on a formula or an independent appraisal). If not, the members will need to
agree on a valuation method.

« Legal Documentation: Any transfer of membership interest should be
documented with legally sound transfer agreements. These documents should
clearly outline the terms of the transfer, including the identity of the
transferring member and the transferee, the interest being transferred, the
purchase price (if applicable), and any other relevant conditions. It is highly
advisable to have an attorney draft or review these documents to ensure they
are legally binding and protect the interests of all parties involved.

« Amendment of the Operating Agreement: If the transfer results in a change in
the membership structure or the rights and responsibilities of the members,
the Operating Agreement may need to be amended to reflect these changes.
Amendments typically require the consent of all or a specified majority of the
members, as outlined in the original agreement.

Transferring ownership in an LLC requires careful attention to both the legal
framework and the specific provisions of your Operating Agreement. Seeking legal
counsel is highly recommended to ensure the transfer is handled correctly and
protects the interests of all parties involved.
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Chapter 7: Dissolution
and Winding Up of an
Oklahoma LLC

SUMMARY

The dissolution and winding up of an Oklahoma LLC require careful adherence to
legal procedures and the provisions of your Operating Agreement. By following the
correct steps and seeking legal counsel, you can ensure a smooth and legally
sound termination of your business entity.

Eventually, the time may come to dissolve your Oklahoma LLC. This could be due
to various reasons, such as the members deciding to retire, the business becoming
unprofitable, or the LLC's objectives being fulfilled. Dissolving an LLC involves
more than simply ceasing operations; it requires following a specific legal process
to formally terminate its existence and protect the members from future liabilities.
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Legal Framework for Dissolution

Oklahoma law outlines the procedures for dissolving an LLC. Additionally, your
LLC's Operating Agreement will likely contain provisions regarding the dissolution
process, often specifying the events that can trigger dissolution and the steps to be
taken.

Causes of Dissolution

Under Oklahoma law and typical Operating Agreements, an LLC can be dissolved
due to:

Consent of the Members: The most common reason for dissolution is the
voluntary agreement of the members. The Operating Agreement will usually
specify the required level of consent (e.g., unanimous vote, majority vote).

A Specific Event: The Operating Agreement might specify a particular event
that will trigger dissolution, such as the expiration of a stated term or the
completion of a specific project.

Judicial Dissolution: In certain circumstances, a court may order the
dissolution of an LLC. This can occur if the members are deadlocked and
unable to continue the business, if the economic purpose of the LLC is
unreasonably frustrated, or if the managers or those in control have acted
illegally or fraudulently.

Withdrawal of a Member (depending on the Operating Agreement): Some older
Operating Agreements may stipulate that the withdrawal of a member can
result in dissolution; however, modern agreements typically include provisions
to continue the LLC upon a member's withdrawal.

33



The Process of Dissolution and Winding Up

The process of dissolving and winding up an Oklahoma LLC typically involves the
following steps:

Member Decision and Vote: The members must first decide to dissolve the LLC
and vote in accordance with the procedures outlined in the Operating
Agreement.

Filing a Certificate of Dissolution with the Oklahoma Secretary of State: Once
the members have agreed to dissolve, a Certificate of Dissolution must be filed
with the Oklahoma Secretary of State. This document formally notifies the
state that the LLC is being dissolved. The Certificate of Dissolution typically
includes information such as the name of the LLC, the date of dissolution, and
the reason for dissolution. Filing fees will apply.

Winding Up the LLC's Affairs:

After filing the Certificate of Dissolution, the LLC must begin the process of
“winding up” its affairs. This involves:

Ceasing Business Operations (except for winding up activities): The LLC should
stop engaging in its regular business activities.

Paying Off Debts and Obligations: All creditors and outstanding financial
obligations of the LLC must be satisfied. This includes paying taxes, settling
accounts payable, and fulfilling contractual obligations.

Collecting Assets: The LLC should collect any outstanding receivables or other
assets owed to it.

Selling Remaining Assets: Any remaining assets of the LLC may need to be sold
to generate cash for distribution to the members.

Distributing Remaining Assets to Members: Once all debts and obligations have
been paid, any remaining assets are distributed to the members according to
their ownership percentages or as otherwise specified in the Operating
Agreement.

Providing Notice to Creditors: It is advisable to provide written notice of the
dissolution to known creditors to give them an opportunity to present their
claims. While not always legally required, this can help to limit future liability.
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Filing Final Tax Returns: The LLC will need to file final federal and Oklahoma
tax returns for the period up to its dissolution. This includes any required
income tax returns, employment tax returns (if applicable), and sales tax
returns.

Closing Bank Accounts and Canceling Licenses: Once the winding-up process is
complete, the LLC's bank accounts should be closed, and any business licenses
and permits should be canceled.

Potential Publication of Dissolution: In some cases, or as required by the
Operating Agreement, it may be necessary to publish a notice of the LLC's
dissolution in a newspaper of general circulation.

Importance of Following the Legal
Process

Failing to properly dissolve and wind up an LLC can have several negative
consequences, including:

Continued Liability: Members may remain personally liable for the LLC's debts
and obligations if the dissolution process is not handled properly.

Legal Disputes: Improper dissolution can lead to disputes among the former
members or with creditors.

Tax Penalties: Failure to file final tax returns correctly can result in penalties
from the IRS and the Oklahoma Tax Commission.

Difficulty in Future Business Ventures: An improperly dissolved LLC can create
complications if the members wish to start new businesses in the future.
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Role of the Operating Agreement in
Dissolution

Your LLC's Operating Agreement may contain specific provisions regarding the
dissolution process, such as:

« Events Triggering Dissolution: As mentioned earlier.

« Required Member Vote: The percentage of member votes needed to approve
dissolution.

« Winding Up Procedures: Who will be responsible for winding up the LLC's
affairs.

« Distribution of Assets: The order and manner in which assets will be
distributed to members after all debts are paid.

Seeking Legal Counsel for Dissolution

Dissolving an LLC involves navigating legal and financial complexities. It is highly
recommended to consult with an Oklahoma attorney to ensure that the process is
handled correctly and in compliance with all applicable laws and the terms of your
Operating Agreement. An attorney can guide you through the necessary steps,
help you prepare the required legal documents, and advise you on potential legal
and tax implications.
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Conclusion

Embarking on the journey of forming a Limited Liability Company in Oklahoma
presents a significant opportunity to protect your personal assets, streamline your
tax obligations, and establish a credible foundation for your entrepreneurial
endeavors. This e-book has provided a comprehensive overview of the key legal
considerations involved, from understanding the fundamental benefits of the LLC
structure to navigating the specific steps of formation, discerning the nuances
between single and multiple-member entities, and addressing crucial federal
requirements like obtaining an EIN and complying with the Beneficial Ownership
Information Report. We have also explored the vital aspects of transferring
ownership and the necessary procedures for the eventual dissolution and winding
up of your LLC.

While the information presented here offers a solid understanding of the process,
it is crucial to reiterate the importance of seeking personalized legal counsel. An
experienced Oklahoma attorney specializing in business formation can provide
invaluable guidance tailored to your unique circumstances, ensuring that your LLC
is structured correctly, your Operating Agreement effectively safeguards your
interests, and you remain compliant with all applicable laws and regulations as
your business evolves. Furthermore, maintaining an ongoing relationship with
legal counsel can provide essential support as you navigate the inevitable legal
complexities that arise during the lifecycle of your business.

By combining the knowledge gained from this guide with the expert advice of a
qualified attorney, you can confidently chart your course toward business success
in Oklahoma, secure in the knowledge that you have established a strong and
legally sound foundation for your entrepreneurial vision. We wish you the very
best in your business endeavors!
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We are located in Vinita and serve clients throughout Northeast Oklahoma. We
would be happy to speak with you about your legal matter.

Visit our website to schedule a time to meet in person or by video conference.

HartleyLawFirm.com
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DISCLAIMER

This book provides general information on legal and financial subjects for
educational purposes only. It's not intended as, and shouldn't be taken as, legal,
financial, tax, or other professional advice. Laws and regulations change
frequently, and the application of laws and financial principles varies widely based
on individual circumstances.

Always consult with a qualified legal, financial, or tax professional for advice
tailored to your specific situation. The author and publisher disclaim all liability for
any loss or damage arising from the use of this book or reliance on its content.
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