
Index

ABANDONMENT
Member's interest in LLC, § 5:88
Merger and consolidation, § 1:63

ACCOUNTANTS
Formation of professional LLCs,

§ 3:18

ACCOUNTING
Accrual method, § 6:3
Cash method, § 6:3
Reasonable accounting practices and

principles, § 1:19
Subchapter K, application to LLC,

accounting rules, § 5:2
Tax year, § 5:4

ACCOUNTS
Capital accounts. Subchapter K,

Application to LLC, this index

ACTIONS
Derivative suits, § 1:11
Diversity jurisdiction, § 1:10
Jurisdiction, § 1:10
Litigant, LLC as, § 1:10
Pro se representation by member,

§ 1:2
Procedural issues, § 1:10
Unlawful distributions, § 1:20
Venue, § 1:10

ADJUSTED BASIS
Decedent member's interest, § 5:104
Distributions, this index

Subchapter K, Application to LLC,
this index

AFFIDAVITS
Dissolution by a�davit, §§ 1:49,

1:50

AFFILIATED ENTITIES
Piercing the veil, § 1:32

AGENTS
Registered O�ce and Agent, this

index

AGREEMENTS
Buy-Sell Agreements, this index

Merger or consolidation, § 1:62
Operating Agreement, this index

ALLOCATIONS
Subchapter K, Application to LLCs,

this index

ALTERNATIVE MINIMUM TAX
Electing large LLCs, § 5:107

AMORTIZATION
Organizational expenditures, § 5:5
Termination of LLC, amortization

consequences, § 5:100

ANNUAL REPORTS
Reports, this index

ARTICLES OF DISSOLUTION
Generally, § 1:52

ARTICLES OF ENTITY
CONVERSION

Generally, § 1:69

ARTICLES OF ORGANIZATION
Generally, § 1:4
Amendment of articles, §§ 1:4, 1:5
Articles of incorporation compared,

§ 1:4
Contents, § 1:4
Death of member, § 5:104
Low-pro�t LLCs, § 1:68
Partnership compared, § 1:4
Promised contributions, § 1:14
Reinstatement

Following failure to �le annual
report, § 1:4
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ARTICLES OF ORGANIZATION
—Cont’d

Reinstatement—Cont’d
Following failure to maintain

registered agent or o�ce,
§ 1:8

Revocation

Annual report, failure to �le, § 1:4
Registered o�ce or agent, failure

to maintain, § 1:8
Sample form, App B
Single-member LLC, § 1:30
Voting rights, §§ 1:24, 1:35

ASSETS
Appreciation, layers of, § 5:82
Cold assets, § 5:82
Distribution on dissolution, § 1:53
Hot assets, § 5:82
Investment assets, holding, choice of

business entity, § 3:12
Merger

Acquisition of assets of other busi-
ness entity, § 1:61

Assets-up or assets-over form,
§§ 5:101, 5:102

Retention of control over assets
transferred to LLC and Section
2036(a), § 3:33

Sale of fewer than all corporate assets
on conversion to LLC, § 6:17

Tax considerations, asset protection,
§ 3:17

Transferred assets, book value,
§ 5:100

ASSIGNMENT OF
DISTRIBUTIONS AND
OTHER INTERESTS

Generally, § 1:40
Allocations of income, gain, loss,

deduction and credit, § 1:41
Capital interest, assignment of,

§ 1:41
Classi�cation rules, § 1:41
Death or adjudication as incompetent,

§§ 1:14, 1:43, 5:83
Default rules, §§ 1:2, 4:10
Derivative actions, § 1:11

ASSIGNMENT OF
DISTRIBUTIONS AND
OTHER INTERESTS—Cont’d

Dominion and control, vesting in
assignee, § 1:41

E�ectiveness for tax purposes, § 1:41
Fiduciary duties, § 3:31
Foreclosure sale of member's inter-

est, § 1:44
Full membership interest, transfer of,

vs. assignment of interest in
LLC, § 3:31

Kintner regulations, free transfer-
ability of interests, §§ 4:10,
4:16, 4:17

Legal or personal representative as
assignee, §§ 1:14, 5:83, 5:104

Managerial rights, § 1:39
Ownership test, § 1:41
Residual rights, exercise of, § 1:41
Rights of assignees, §§ 1:2, 1:30,

1:39, 1:41, 5:83, 5:104
Tax liability, § 1:43
Transfer of full membership interest

vs. assignment of interest in
LLC, § 3:31

Value of assignee interest, § 3:31
Vesting of dominion and control in

assignee, § 1:41

AT-RISK RULES
Miscellaneous tax issues, § 6:7

ATTORNEYS
Formation of professional LLCs,

§ 3:18

ATTORNEYS FEES
Derivative actions, § 1:11

AUDITS
Electing large LLCs, simpli�ed

procedures, § 5:107

BANKRUPTCY
Generally, § 1:60
Buyout of member's interest, § 1:45
Classi�cation as partnership or

corporation, § 1:60
Commencement of bankruptcy case,

§ 1:60

Limited Liability Companies & Partnerships
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BANKRUPTCY—Cont’d
Debtor in bankruptcy, LLC as, § 1:60
Equity security, member's interest as,

§ 1:60
Insider determination, § 1:60
Insolvent, de�ned, § 1:60
Ipso facto provisions, § 1:45
Member of LLC, § 1:45
Proof of claim, burden of proof,

§ 1:25
Tax consequences, bankruptcy of

LLC or member, § 6:23
Unlawful distribution, recovery by

creditor, § 1:20
Voluntary vs. involuntary, § 1:60

BASIS
Distributions, this index
Step-up in basis

Corporate liquidation, recognition
of gain, § 6:17

Estate planning considerations,
§§ 3:23, 3:24

Subchapter K, Application to LLC,
this index

BURDEN OF PROOF
Breach of �duciary duty, § 1:25
Gift tax, § 3:26

BUSINESS ENTITY,
CONSIDERATIONS IN
CHOOSING

Generally, §§ 3:1-3:46
Closely held concerns, § 3:12
Corporations compared, § 3:2
Estate Planning Considerations, this

index
LLP compared, § 3:2
Nontax considerations, § 3:2
Organizational entities, chart compar-

ing, App. A
Partnership in commendam

compared, § 3:2
Tax Considerations, this index

BUSINESS JUDGMENT RULE
Generally, §§ 1:25, 3:26

BUY-OUTS
Member's interest in LLC, § 1:17

BUY-SELL AGREEMENTS
Choice of business entity, holding

life insurance policies to fund
buy-sell agreements, § 3:12

Deceased member's interest, § 3:28
Sample agreement, form, App B-1

CANCELLATION OF DEBT
COD income, § 6:23

CAPACITY
Contractual capacity, § 1:30
Incompetence or Incapacity, this

index
Member acting in capacity other than

as member, § 5:64

CAPITAL
Contributions to Capital, this index
Distributions as return of capital,

§ 5:72
Material income-producing factor,

§§ 1:41, 5:59
Subchapter K, Application to LLC,

this index
Transactions between LLC and

members, attempts to avoid
capitalization requirements,
§ 5:65

CAPITAL ACCOUNTS
Subchapter K, Application to LLC,

this index

CASH
Accounting, cash method, § 6:3
Cash vs. liquidating distribution,

§ 1:21
Constructive cash distribution, § 5:82
Contributions by members, § 5:92
Deemed cash contributions, § 5:92
Pro rata cash distributions, § 5:73

CENTRALIZED MANAGEMENT
Financial institutions, § 1:2
Kintner regulations, §§ 4:8, 4:16,

4:17

CERTIFICATES
Dissolution, § 1:54
Foreign LLCs, this index

Merger or consolidation, § 1:64

Index
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CHARITABLE CONTRIBUTIONS
Choice of business entity, § 3:6
Limitations, § 5:36

CHARITABLE ORGANIZATIONS
Choice of business entity, wholly

owned subsidiaries, § 3:12

CHECK-THE-BOX
REGULATIONS

Change of classi�cation, § 4:2
Classi�cation as partnership for

income tax purposes, §§ 4:1,
4:2, 6:17

Consequences of election, § 4:2
Controlled foreign corporations

(CFCs), § 4:2
Converting entities, §§ 1:69, 3:17,

6:19
Default rules, § 4:2
E�ective date for election, § 4:2
Elective changes in entity classi�ca-

tion, § 4:2
Employer identi�cation number

(EIN), § 4:2
Estate planning considerations,

§ 3:34
Exempted and eligible entities, § 4:2
Existing entities, § 4:2
Foreign entities, § 4:2
Grandfather rule, § 4:2
Joint ventures or other contractual

arrangements, § 4:2
Late elections, § 4:2
Making election, § 4:2
REITS, § 4:2
Separate entity vs. mere co-owner-

ship of property, § 4:2
Single-member LLCs, §§ 1:3, 1:30,

4:15, 5:99
Spouses, § 4:2
Tax-exempt entities, § 4:2
Termination of member's interest,

§ 1:50
Timing rules, § 4:2
Transfer of interests, § 1:39
Transition rule, § 4:2
Validity of regulations, § 4:2

CHILDREN AND MINORS
Transfer of interest in LLC, § 5:59

CHOOSING BUSINESS ENTITY
Generally, §§ 3:1-3:3:46
Estate Planning Considerations, this

index
Tax Considerations, this index

CITIZENSHIP
Diversity jurisdiction, § 1:10

CLASSIFICATION
Assignment of distributions and other

interests, § 1:41
Bankruptcy, classi�cation as partner-

ship or corporation, § 1:60
Employer identi�cation number

(EIN), change in classi�cation
under check-the-box regulations,
§ 4:2

Franchise tax, classi�cation for state
tax purposes, § 4:29

Income tax purposes, partnership
classi�cation

generally, §§ 4:1-4:29
Partnership, this index

CLOSELY-HELD CONCERNS
At-risk rules, § 6:7
Business entity, considerations in

choosing, § 3:12
Passive activity loss rules, §§ 6:7, 6:8

COMMUNITY PROPERTY
Applicability of law to LLC, § 1:38
Check-the-box regulations, § 4:2
Choice of business entity, § 3:4
Gift of community property, § 3:24

COMPLAINTS
Derivative actions, § 1:11

COMPROMISE AND
SETTLEMENT

Contribution obligation, § 1:14

CONSERVATORS
Status as assignee of member's inter-

est, § 5:83

CONSOLIDATION
Merger and Consolidation, this index

Limited Liability Companies & Partnerships
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CONTINUITY OF LIFE
Default rules, § 1:2
Kintner regulations, §§ 4:7, 4:16,

4:17

CONTRACTUAL CAPACITY
Requirement for, § 1:30

CONTRIBUTIONS TO CAPITAL
Generally, § 1:14
Liability of members for promises to

contribute, § 1:31
Operating agreement, sample provi-

sion, App B
Statutory interpretation, § 1:17
Subchapter K

generally, §§ 5:8-5:28
Subchapter K, Application to LLC,

this index

CONTROLLED FOREIGN
CORPORATIONS

International issues, § 6:11

CONVERSION
Corporation, conversion to LLC or

registered LLP, tax conse-
quences, § 6:17

Disregarded entity, conversion to
partnership, § 6:20

Encumbered property, involuntary
conversion, § 5:34

Incorporation of LLC, § 6:19
LLC, conversion without merger

Generally, § 1:69
Liabilities and obligations of

converting corporation,
§ 1:69

Plan of entity conversion, § 1:69
State of organization, conversion

of, § 1:70
Tax consequences, §§ 1:69, 3:12

Parallel entities, operation of busi-
ness, § 6:17

Partnership

Corporation classi�ed as partner-
ship, conversion to LLC,
§ 6:17

Disregarded entity, conversion to,
§ 6:20

CONVERSION—Cont’d
Partnership—Cont’d

LLC or registered LLP, conversion
to, § 6:18

Tax consequences, conversion from
one form of business organiza-
tion to another

generally, §§ 6:10, 6:16
Corporation, conversion to LLC or

registered LLP, § 6:17
Disregarded entity, conversion to

partnership, § 6:20
Incorporation of LLC, § 6:19
LLC, conversion without merger,

§§ 1:69, 3:12
Partnership, conversion to

disregarded entity, § 6:20
Partnership or partnership in com-

mendam, conversion to LLC
or registered LLP, § 6:18

CORPORATIONS
Conversion, this index
Governance, corporate rules

compared, § 1:24
Kintner regulations, distinguishing

corporate characteristics, § 4:6
Managers and management,

corporate law compared, § 3:2
Reorganization, taxation of, § 6:21
S Corporation, this index

Spin-o�s, split-o�s, and split-ups
using LLCs, § 6:22

COVENANT NOT TO COMPETE
Member's covenant, § 1:25

CREDITORS AND CREDITORS’
RIGHTS

Bankruptcy of member, § 1:45
Choice of business entity, § 3:17
Contingent creditors, § 1:21
Dissolution of LLC, § 1:53
Liquidating distributions, rights of

secured creditors, § 1:21
Pledge of member's interest, § 1:44
Seizure of member's interest, § 1:44
Simulations, § 1:44
Unlawful distribution, recovery by

creditor, § 1:20

Index
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DAMAGES
Derivative actions, § 1:11
Elimination of liability for monetary

damages, § 1:26

DEATH OF MEMBER
Generally, §§ 1:43, 5:104
Adjusted basis of decedent's interest,

§ 5:104
Admission of decedent's successor as

member, § 5:104
Allocating items of income and

deduction, § 5:104
Buy-sell agreements, deceased

member's interest, § 3:28
Contribution obligation, unful�lled,

§§ 1:14, 1:31
Conversion to LLC without merger,

e�ect of, § 1:69
Distributions to heirs, § 5:83
Income in respect of decedent,

§ 5:104
Kintner regulations, continuity of

life, §§ 4:7, 4:16, 4:17
Last remaining member, § 1:43
Liquidation of member's interest,

§§ 1:14, 5:104
Purchase of member's interest,

§ 5:104
Single-member LLC, § 1:30
Successor, admission as member,

§ 5:104
Tax consequences, § 5:104
Unful�lled contribution obligation,

§§ 1:14, 1:31

DEBTS AND DEBTORS
Creditors and Creditors’ Rights, this

index
Debtor in bankruptcy, LLC as, § 1:60
Discharge of indebtedness, § 6:23

DEDUCTIONS
Subchapter K, Application to LLC,

this index

DEFAULT RULES
Generally, § 1:1
Allocation of pro�ts and losses,

§ 5:37
Alteration of rules, § 1:5

DEFAULT RULES—Cont’d
Amendment of articles or operating

agreement, § 1:5
Assignment of distributions, §§ 1:2,

4:10
Check-the-box regulations, § 4:2
Continuity of life, § 1:2
Death or interdiction of member,

§§ 1:14, 1:43, 3:2, 3:29
Dissolution, § 5:99
Distributions, § 5:72
Finance, § 1:13
In-kind distributions, § 1:18
Interim distributions, § 1:16
Liquidating distributions, § 1:21
Management by members, §§ 1:2,

4:8
Operating agreement, § 1:5
Quorum, § 1:25
Sale or exchange of member's inter-

est, § 5:91
Transfer of interest, §§ 1:39, 3:2,

6:17
Withdrawal of member, §§ 1:17,

1:67, 4:7, 5:83

DEFERRAL
Cancellation of debt income, § 6:23
Change in taxable year, deferral of

income, § 5:4
Contributions by members, deferral

of gain, § 5:20
Conversion of corporation to LLC,

deferral of gain, § 6:17
Like-kind exchange of encumbered

properties, §§ 5:34, 5:102
Marketable securities, deferral of

gain, § 5:75
Sale of fewer than all corporate assets

on conversion to LLC, § 6:17
Section 736(b) payments, deferral of

gain or loss, § 5:87

DEFINED TERMS
Adjusted net capital gain, § 5:92
Applicable asset acquisition, § 5:93
Collectible gain and loss, § 5:92
Combining entity, § 6:21
Fair market value, §§ 3:27, 6:17
Going concern value, § 5:93

Limited Liability Companies & Partnerships
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DEFINED TERMS—Cont’d
Insolvent, § 1:60
Inventory items, §§ 5:82, 5:84
Limited entrepreneur, § 6:10
Limited partner, § 6:2
Limited partnership interest, § 6:8
Liquidation of member's interest,

§ 5:83
Liquidation value, § 5:28
Marketable security, § 5:76
Passive activity, § 6:8
Publicly traded, § 4:22
Quali�ed real property business

indebtedness (QRPBI), § 6:23
Security, § 6:9
Unrealized receivables, § 5:82
Unrecaptured section 1250 gain,

§ 5:92

DENTISTS
Professional dental LLCs, §§ 1:31,

3:18

DEPRECIATION
Recapture of depreciation, alloca-

tions, § 5:48
Retroactive allocations, § 5:48
Termination of LLC, depreciation

consequences, § 5:100

DERIVATIVE SUITS
Generally, § 1:11

DISCHARGE OF INDEBTEDNESS
Generally, § 6:23
Electing large LLCs, § 5:107

DISCOUNTS
Minority discounts, § 1:17
Valuation and valuation discounts.

Estate Planning Considerations,
this index

DISREGARDED ENTITY
Conversion transactions, § 6:20
Corporate mergers involving

disregarded entity, § 6:21
Excise taxes, § 4:2
Single-member LLCs, classi�cation

as disregarded entity, §§ 4:2,
6:20

Valuation, § 5:32

DISSENTERS’ RIGHTS
Conversion to LLC without merger,

e�ect of, § 1:69
Merger and consolidation, § 1:67
Minority discounts, § 1:17

DISSOLUTION OF LLC
Generally, §§ 1:49-1:56, 5:99, 5:100
A�davit, dissolution by, §§ 1:49,

1:50
Articles of dissolution, § 1:52
Certi�cate of dissolution, § 1:54
Cessation of business termination,

§§ 5:10, 5:99
Conversion to LLC without merger,

e�ect of, § 1:69
Death or interdiction of member,

§§ 1:14, 5:104
Default rules, § 5:99
Distribution of assets, § 1:53
Events causing dissolution, §§ 1:50,

3:29
Expiration of LLC's term, § 1:50
Judicial dissolution, § 1:50
Kintner regulations, continuity of

life, §§ 4:7, 4:16, 4:17
Liability of members of dissolved

LLC, § 1:56
Liquidator, appointment of, § 1:51
Notice of authorization, publishing,

§ 1:55
Operating agreement, sample provi-

sion, App B
Peremption of claims against LLC in

liquidation, § 1:55
Reinstatement after dissolution by

a�davit, § 1:49
Sale or exchange of member's inter-

est, §§ 5:99, 5:100
Termination of LLC, this index
Termination of member's interest,

§ 1:50
Winding up, §§ 1:51, 5:99
Withdrawal of member, §§ 1:17,

3:29, 4:7

DISTRIBUTIONS
Abandonment of interest, § 5:88
Adjustment to basis

generally, §§ 5:73, 5:74

Index
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DISTRIBUTIONS—Cont’d
Adjustment to basis—Cont’d

Hot assets, § 5:82
Section 754 election, §§ 5:81,

5:82, 5:84, 5:93
Application of Section 704(c)

principles, §§ 5:82, 5:102
Assets, distribution on dissolution,

§ 1:53
Assignment of member's rights to

distributions
generally, § 1:40
Assignment of Distributions and

Other Interests, this index
Balance sheet test, § 1:19
Basis

Basis allocation rule, §§ 5:74, 5:84
Marketable securities, § 5:75
Section 754 election, §§ 5:81, 5:84

Capital accounts, e�ect of distribu-
tions, § 5:89

Capital gain on sale of interest,
§ 5:82

Cash distributions
Constructive cash distribution,

§ 5:82
Pro rata, § 5:73

Cash vs. liquidating distribution,
§ 1:21

Cold assets, § 5:82
Conservator of incompetent member,

§ 5:83
Constructive distributions, §§ 5:34,

5:82
Conversion to LLC without merger,

e�ect of, § 1:69
Corporate and partnership rules

compared, § 1:19
Current distributions (Subchapter K)

generally, §§ 5:72-5:74
Non-cash distributions, § 5:74
Pro rata cash distributions, § 5:73
Tax consequences, §§ 5:72-5:74
Timing of distributions, § 5:74

Deemed exchanges, §§ 5:82, 5:84
Default rules, § 5:72
Derivative actions, § 1:11
Disposition of distributed property,

character of gain or loss, § 5:74

DISTRIBUTIONS—Cont’d
Disproportionate distributions (Sec-

tion 751(b)), §§ 5:82, 5:84,
5:87, 5:100

Election under Section 754

generally, § 5:81
Considerations in determining

whether to make election,
§ 5:94

Filing with tax return, § 5:81
Liquidation of interest, § 5:84

Equity insolvency test, § 1:19
Goodwill, § 5:85
Guaranteed payments distinguished,

§ 5:66
Guardian of incompetent member,

§ 5:83
Heirs of deceased member, § 5:83
Hot assets, § 5:82
Hypothetical sale approach, § 5:82
In-kind distributions, § 1:18
Insolvency test, § 1:19
Interim distributions

generally, § 1:16
Operating agreement, § 1:5

Inventory items, substantially
appreciated, §§ 5:82, 5:84

Liquidating distributions

generally, §§ 1:21, 1:43, 5:83-5:88
Contingent payments, § 5:86
Deferral of gain or loss, section

736(b) payments, § 5:87
Gain or loss, recognition, § 5:84
Goodwill, § 5:85
Installment payments, § 5:86
Inventory items, § 5:84
Losses, § 6:17
Lump sum distribution, § 5:86
Net investment income, § 5:83
Premium payments to retiring

member, § 5:85
Relief of liabilities, § 5:88
Section 736(a) payments, §§ 5:85,

5:86
Section 736(b) payments, §§ 5:84,

5:86, 5:87
Tax consequences, § 5:83

Limited Liability Companies & Partnerships
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DISTRIBUTIONS—Cont’d
Liquidating distributions—Cont’d

Timing and allocation of pay-
ments, § 5:86

Timing of gain or loss recognized
by distributee, Section 736(b)
payments, § 5:87

Unrealized receivables, §§ 5:82,
5:84, 5:87

Marketable securities. Securities,
marketable, below

Net worth determination, § 1:19
Non-cash distributions, § 5:74
Nonrecourse re�nancing, distribution

of proceeds, § 5:51
Operating agreement, sample provi-

sion, App B
Phantom distributions, §§ 5:82, 5:84
Premium payments to retiring

member, § 5:85
Pro rata cash distributions, § 5:73
Reasonable accounting practices and

principles, § 1:19
Relief of liabilities, liquidating

distributions, § 5:88
Restrictions, § 1:19
Retiring members. Liquidating

distributions, above
Return of capital, § 5:72
Securities, marketable (Subchapter

K)
generally, §§ 5:75-5:77
Anti-stu�ng rule, § 5:77
Basis, § 5:75
Deferral of gain, § 5:75
De�nition of marketable security,

§ 5:76
Exceptions, § 5:77
Investment partnerships, § 5:77
Limit on amount of gain, § 5:75
Nonrecognition transactions,

§ 5:77
Triggering Section 751(b), § 5:82
Unlawful distributions, §§ 1:20, 1:31
Unrealized receivables, §§ 5:82,

5:84, 5:87
Unstated goodwill, § 5:85
Withdrawal of member, §§ 1:14,

1:16, 1:17, 1:21, 3:29, 5:83

DIVERSITY JURISDICTION
Generally, § 1:10

DIVISION OF LLC'S
Generally, § 5:101

DOCUMENTATION
Formation and Documentation, this

index

ELECTIONS
Business purpose for tax year, Sec-

tion 444 election, § 5:4
Check-the-Box Regulations, this

index
Election under Section 754. Distribu-

tions, this index
Large LLCs, electing, § 5:107
Safe harbor election, proposed

regulations, § 5:28
Subchapter K, election to be

excluded, § 5:3
Termination elections, § 5:100

ELECTRONIC FILING OF
DOCUMENTS

Generally, § 1:3
Registered limited liability partner-

ships, § 2:3

EMPLOYER IDENTIFICATION
NUMBER (EIN)

Change in classi�cation under check-
the-box regulations, § 4:2

Termination of LLC, § 5:100

ENCUMBERED PROPERTY
Subchapter K, Application to LLCs,

this index

ENGINEERS
Professional engineering services,

§ 1:6

ENTITY
Choice of business entity

Estate Planning Considerations,
this index

Tax Considerations, this index

Conversion, this index

LLC as entity separate from owners,
§§ 1:2, 1:37, 5:3

Index
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ESTATE PLANNING
CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY

Generally, §§ 3:23-3:46
Amount of taxable gift, determining

amount, § 3:24
Bona �de business exception to Sec-

tion 2703, § 3:28
Bona �de sale for adequate and full

consideration, §§ 3:33, 3:34,
5:59

Buy-sell agreements, death of LLC
member, § 3:28

Check-the-box election, § 3:34
Community property, gift of, § 3:24
Control over transferred assets, reten-

tion of, and Section 2036(a),
§ 3:33

Conversion of corporation to LLC,
§§ 3:34, 6:17

Death of LLC member, buy-sell
agreements, § 3:28

Discounts. Valuation discounts,
below

Disregard of partnership or LLC,
application of Section 2703,
§ 3:28

Estate freeze (Section 2701), § 3:30
Fair market value

De�ned, §§ 3:27, 6:17
Transfer of property at less than

fair market value (Section
2703), § 3:28

Family-owned business interests,
§ 3:24

Freezing devices, § 3:30
Full membership interest, transfer of,

vs. assignment of interest in
LLC, § 3:31

Future interest in property, §§ 3:25,
3:26, 3:31

Generation-skipping transfers (GST
tax), § 3:24

Gift and estate taxes

Amount of taxable gift, determin-
ing amount, § 3:24

Basic structure, § 3:24
Conversion to other form of busi-

ness entity, §§ 3:17, 6:17

ESTATE PLANNING
CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY
—Cont’d

Gift and estate taxes—Cont’d
Future interest in property,

§§ 3:25, 3:26, 3:31
Life insurance proceeds, § 3:35
Marital deduction, §§ 3:24, 3:25
Minority discounts, § 3:27
Quali�ed family-owned business

interests, § 3:24
Rates and rate schedule, §§ 3:23,

3:24
Retention of control over

transferred assets and Section
2036(a), § 3:33

Sheltered amounts, §§ 3:23, 3:24
Transfer of property on formation

of LLC as gift to other
members, § 3:32

Uni�ed credits, §§ 3:23, 3:24
Gift on formation issue, § 3:32
Implied agreement, retention of

control over transferred prop-
erty, § 3:33

Junior equity interest, determining
value, § 3:30

Lapsing rights and restrictions, Sec-
tion 2704 rules, § 3:29

Life insurance policies held by LLC,
§ 3:35

Liquidation rights and restrictions
(Section 2704), § 3:29

LLC, use in estate plan, § 3:25
Marital deduction, §§ 3:24, 3:25
Marketability, lack of, valuation

discounts, §§ 3:27, 3:28
Material participation tests, §§ 3:7,

3:24
Minority discounts, § 3:27
Options and Section 2703, § 3:28
Partnership anti-abuse regulation,

§§ 3:46, 5:32, 5:112-5:114
Preferred stock estate freeze (Section

2701), § 3:30
Quali�ed domestic trust (QDOT),

§ 3:25
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ESTATE PLANNING
CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY
—Cont’d

Quali�ed family-owned business
interests, § 3:24

Quali�ed subpart E trust (QSET),
§ 3:25

Quali�ed subpart S trust (QSST),
§ 3:25

Quali�ed terminable interest trust
(QTIP), § 3:25

Recapture events, § 3:24
Retention of control over assets

transferred to LLC and Section
2036(a), § 3:33

Step-up in basis, §§ 3:23, 3:24
Subchapter S, check-the-box election,

§ 3:34
Surviving spouse, property transfers,

§ 3:25
Term LLCs, § 3:26
Terminable interests, §§ 3:24, 3:25
Transfer in trust vs. outright transfer

of interest in LLC, § 3:26
Transfer of assets to LLC, retention

of control over and Section
2036(a), § 3:33

Transfer of full membership interest
vs. assignment of interest in
LLC, § 3:31

Transfer of property in trust, §§ 3:25,
5:59

Transfer of property on formation of
LLC as gift to other members,
§ 3:32

Transfer of voting stock to LLC and
Section 2036(b), § 3:34

Trusts

generally, § 3:25
Crummey powers, §§ 3:25, 3:26
Duties of trustee, § 3:26
Electing small business trust

(ESBT), § 3:25
Minority trusts, § 3:25
Prudent investor standard, § 3:26
Quali�ed domestic trust (QDOT),

§ 3:25

ESTATE PLANNING
CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY
—Cont’d

Trusts—Cont’d
Quali�ed subpart E trust (QSET),

§ 3:25
Quali�ed subpart S trust (QSST),

§ 3:25
Quali�ed terminable interest trust

(QTIP), § 3:25
Transfer in trust vs. outright

transfer of interest in LLC,
§ 3:26

Transfers of property in trust,
§§ 3:25, 5:59

Use of LLC in estate plan, § 3:25
Valuation and valuation discounts

Estate freeze (Section 2701),
§ 3:30

Junior equity interest, determining
value, § 3:30

Lack of marketability, §§ 3:27,
3:28

Liquidation restrictions, § 3:29
Section 2704, § 3:29

Voting right, lapse of (Section 2704),
§ 3:29

Voting stock, transfer to LLC and
Section 2036(b), § 3:34

EXCISE TAXES
Disregarded entities, § 4:2
Low-pro�t LLCs, § 1:68

EXCULPATORY LIABILITIES
Allocation of deductions, § 5:52

EXECUTORS AND
ADMINISTRATORS

Status as assignee of member's inter-
est, §§ 1:14, 1:43, 5:83, 5:104

EXISTENCE OF LLC
When existence begins, § 1:7

FAIR MARKET VALUE
Decedent's interest, § 5:104
De�ned, §§ 3:27, 6:17
Disregarded entities, § 5:32
Dissociated member's interest, § 1:45

Index

Index-11



FAIR MARKET VALUE—Cont’d
Gift and estate tax, § 3:27
Intangibles (section 197), § 5:93
Mergers of LLCs, § 5:101
Nonresident aliens, property received

by, § 6:11
What constitutes, § 1:17

FEDERAL JURISDICTION
Diversity jurisdiction, § 1:10

FEES
Filing Fees, this index

FIDUCIARY DUTY
Assignee of member's interest,

§ 3:31
Derivative suits, breach of duty,

§ 1:11
Liability for breach, § 1:31
Members and managers, §§ 1:25,

3:31
Recordkeeping violations, § 1:36
Self-dealing, abusive, § 1:25
Trustees, § 3:26
Withdrawal of member, breach of

duty, § 1:17

FILING FEES
Generally, § 1:84
Annual reports, § 1:4
Registered limited liability partner-

ships, § 2:10

FINANCE
Generally, §§ 1:13-1:21
Contributions to Capital, this index

Default rules, § 1:13
Distributions, this index

Pro�ts and losses, sharing, § 1:15

FINANCIAL INSTITUTIONS
Amendments to Banking Law, § 1:2
Investment income, subchapter S

corporation banks, § 3:7
IRAs, bank stock held by, § 3:7
Kintner regulations, § 1:2
Name, § 1:6
Operation by LLC, § 1:2
Perpetual existence, § 1:2

FISCAL TRANSPARENCY
International issues, § 6:11

FORECLOSURE SALE
Member's interest, sale of, § 1:44

FOREIGN ENTITIES
Check-the-box regulations and

grandfathered status, § 4:2
International Issues, this index

FOREIGN LIMITED LIABILITY
COMPANIES

Generally, §§ 1:72-1:79
Annual reports, § 1:77
Applications

Certi�cate of authority, § 1:74
Withdrawal, § 1:79

Certi�cate of authority
generally, § 1:74
Penalties for failure to obtain,

§ 1:75
Revocation or suspension, § 1:78

Name, § 1:74
Records, § 1:76
Registered agent and o�ce, § 1:76
Transactions not constituting trans-

acting business, § 1:73
Withdrawal, § 1:79

FORMATION AND
DOCUMENTATION

Generally, §§ 1:3-1:9
Annual reports, § 1:4
Articles of organization, § 1:4
Fees for �ling documents, § 1:84
Initial report, § 1:4
Name of LLC, § 1:6
Operating agreement, § 1:5
Records and information, § 1:9
Registered o�ce and agent, § 1:8
Transfer of property on formation as

gift to other members, § 3:32
When existence of LLC begins, § 1:7

FOUNDATIONS
Low-pro�t LLCs, § 1:68

FRANCHISE TAX
Classi�cation for state tax purposes,

§ 4:29

Limited Liability Companies & Partnerships
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FRANCHISE TAX—Cont’d
Converting corporation to LLC to

eliminate tax liability, §§ 3:12,
6:17

LLCs not subject to, §§ 1:69, 6:27
State law, § 6:27

FRAUDULENT TRANSFERS
Attempt to defraud creditors, § 1:44

FRINGE BENEFITS
Choice of business entity, § 3:4

GIFTS
Community property, gift of, § 3:24
Gift and estate taxes. Estate Planning

Considerations, this index
Interest, gift or bequest, § 1:39

GOOD FAITH, DUTY OF
Members and managers, § 1:25
Refusal to distribute pro�ts, § 1:16

GOODWILL
Liquidating distributions, § 5:85
Proposed section 755 regulations,

§ 5:93

GOVERNANCE
Corporate rules compared, § 1:24

GOVERNING LAW
Foreign LLCs, § 1:72
Jurisdiction in which LLC is formed,

§ 1:33

GROSS NEGLIGENCE
Reckless disregard, § 1:25

GUARANTEES
Personal guarantee of member,

§§ 4:9, 6:7
Services, guaranteed payment, § 5:28
Transactions between LLC and

members, guaranteed payments,
§ 5:66

GUARDIANS
Status as assignee of member's inter-

est, §§ 1:14, 5:83

HUSBAND AND WIFE
Spouses, this index

HYBRID ENTITIES
International transactions, § 6:11
LLCs, hybrid nature, § 1:1

IMMOVABLE PROPERTY
Transfer to LLC prior to �ling

articles, § 1:37

INCOME TAX
Partnership classi�cation for tax

purposes
generally, §§ 4:1-4:29
Partnership, this index
Registered LLP, this index

State law, § 6:27

INCOMPETENCE OR
INCAPACITY

Assignment of member's interest,
§§ 1:14, 5:83

Contribution obligation, unful�lled,
§ 1:14

Conversion to LLC without merger,
e�ect of, § 1:69

Member, incapacity of, § 1:43

INCORPORATION
Articles of incorporation compared to

articles of organization, § 1:4
LLC, incorporation of, § 6:19

INDEBTEDNESS
Discharge of indebtedness, § 6:23
Transfer of interest in LLC in

exchange for debt, § 6:23

INDEMNIFICATION
Members and managers, § 1:26

INITIAL REPORT
Generally, § 1:4

IN-KIND DISTRIBUTIONS
Generally, § 1:18

INSPECTION RIGHTS
Derivative actions, § 1:11
Members, rights of, § 1:36

INSTALLMENT SALES
Corporate liquidation, § 6:17
Related person, sale of depreciable

property, § 5:68
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INSTALLMENT SALES—Cont’d
Subchapter K, installment sale of

partnership property, § 5:34

INSURANCE
Life Insurance, this index

Mutual insurance, § 5:85

INTERIM DISTRIBUTIONS
Distributions, this index

INTERNATIONAL ISSUES
Choice of business entity, § 3:12
Currency trading, § 3:12
Fiscal transparency, § 6:11
Hybrid entities, § 6:11
Multinational operations, § 6:11
Real property transactions, § 6:11
Tax issues, § 6:11

INVENTORY
Dissolution of LLC, § 5:100
Substantially appreciated inventory

items, §§ 5:82, 5:84

INVESTMENT ASSETS
Choice of business entity, holding

investment assets, § 3:12

INVESTMENT CONTRACTS
Transferability of member's interest,

securities law considerations,
§ 1:46

INVESTMENT INCOME
Liquidating distributions, net invest-

ment income, § 5:83
Subchapter S

Corporation banks, § 3:7
Excess passive investment income,

§ 6:9

JOINT AND SEVERAL LIABILITY
Unlawful distributions, § 1:20

JOINT VENTURES
Check-the-box regulations, § 4:2
Choice of business entity, corporate

joint ventures, § 3:12
Corporation/LLC joint venture,

§ 6:17

JUDGMENT CREDITOR
Allocation of income to, § 1:44

JURISDICTION
Cases involving LLC, § 1:10
Diversity jurisdiction, § 1:10

KINTNER REGULATIONS
Application to LLC

generally, §§ 4:1, 4:6
Centralized management, §§ 4:8,

4:15
Continuity of life, § 4:7
Free transferability of interests,

§ 4:10
Limited liability, § 4:9
Other factors, § 4:11

Banking Law amendments, similarity
to Kintner regulations, § 1:2

Centralized management, §§ 4:8,
4:15-4:17

Continuity of life, §§ 4:7, 4:16, 4:17
Distinguishing corporate

characteristics, § 4:6
Free transferability of interests,

§§ 4:10, 4:16, 4:17
Limited liability, § 4:9
Registered LLP,

Application of regulations, § 4:6
Tax classi�cation

General partnerships, § 4:16
Partnership in commendam,

§ 4:17
Single-member LLCs, § 4:15

LARGE LIMITED LIABILITY
COMPANIES

Electing, § 5:107

LIABILITY
Generally, §§ 4:9, 6:2
Breach of �duciary duty, § 1:31
Contributions of capital, enforcement

of promises, § 1:31
Dissolved LLC, liability of members,

§ 1:56
Exceptions to limitation of liability,

§ 1:31
Exculpatory liabilities, allocation of

deductions, § 5:52

Limited Liability Companies & Partnerships
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LIABILITY—Cont’d
Financial institutions, limited

liability, § 1:2
Kintner regulations, limited liability,

§§ 1:2, 4:9
Limitation by contract, § 1:26
Liquidating distribution, relief of

liabilities, § 5:88
Managers, § 1:26
Members of LLC

generally, §§ 1:26, 1:31
Dissolved LLC, liability of

members, § 1:56
Exceptions to limitation of

liability, § 1:31
Members outside Louisiana, § 1:33
Nonrecourse liabilities, § 5:53

Negligent or wrongful act exception,
§§ 1:26, 1:31

Nonrecourse liabilities. Subchapter
K, Application to LLC, this
index

Non-resident members, § 1:33
Partner in registered LLP, §§ 2:2,

2:5, 3:18
Personal guarantee of member, § 4:9
Registered LLP, liability of partner,

§§ 2:2, 2:5, 3:18, 4:16, 4:17
Revocation of articles, e�ect on

limited liability, § 1:4
Unlawful distributions, §§ 1:20, 1:31

LIFE INSURANCE
Choice of business entity, holding

life insurance policies to fund
buy-sell agreements, § 3:12

Estate planning considerations, life
insurance policies held by LLC,
§ 3:35

LIMITATION OF ACTIONS
Unlawful distributions, recovery of,

§ 1:20

LIMITATION OF LIABILITY
Liability, this index

LIMITED LIABILITY
COMPANIES

Generally, §§ 1:1-1:84
Actions, this index

LIMITED LIABILITY
COMPANIES—Cont’d

Annual reports, § 1:4
Articles of organization, § 1:4
Choice of business entity

Estate Planning Considerations,
this index

Tax Considerations, this index
Community property law, applicabil-

ity to LLC, § 1:38
Contributions to Capital, this index
Default Rules, this index
Derivative suits, § 1:11
Dissolution, this index
Distributions, this index
Duties of members and managers,

§ 1:25
Electing large LLCs, § 5:107
Entity separate from owners, §§ 1:2,

1:37, 5:3
Estate Planning Considerations, this

index
Foreign LLCs, this index
Formation and Documentation, this

index
Hybrid nature, § 1:1
Initial report, § 1:4
Inspection rights of members, § 1:36
Large LLCs, electing, § 5:107
Lawful purposes, §§ 1:2, App B
Liability, this index

Litigant, LLC as, § 1:10
Low-pro�t LLCs, § 1:68
Managers and Management, this

index

Members and Membership Interests,
this index

Merger and Consolidation, this index

Names, this index

Operating Agreements, this index

Partnership classi�cation for income
tax purposes

generally, §§ 4:1-4:29
Partnership, this index

Piercing the veil of LLC, § 1:32
Powers, § 1:2
Pro�ts and Losses, this index

Records and Information, this index
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LIMITED LIABILITY
COMPANIES—Cont’d

Registered O�ce and Agent, this
index

Reports, this index
Rules. Default Rules, this index
Tax Considerations, this index
Transactions between LLC and

members. Members and
Membership Interests, this index

Transferability of Member's Interest,
this index

Unlawful distributions, liability,
§§ 1:20, 1:31

Voting and Voting Rights, this index
When existence of LLC begins, § 1:7

LIMITED LIABILITY
PARTNERSHIPS

Registered Limited Liability Partner-
ships, this index

LIQUIDATING DISTRIBUTIONS
Distributions, this index

LIQUIDATION RIGHTS AND
RESTRICTIONS

Decedent member's interest, liquida-
tion, § 5:104

Donee's liquidation rights, § 5:59
Estate planning considerations (Sec-

tion 2704), § 3:29

LITIGATION
Actions, this index

LOANS
Member loans to LLC, § 5:64

LOSSES
Abandonment of interest, § 5:88
At-risk rules, § 6:7
Choice of business entity, §§ 3:6, 3:7
Deduction of losses, § 6:7
Liquidating distributions, § 6:17
Passive activity losses

generally, § 6:8
Choice of business entity, §§ 3:7,

3:8
Closely held corporations, §§ 6:7,

6:8
Electing large LLC, § 5:107

LOSSES—Cont’d
Passive activity losses—Cont’d

Limited vs. general partner, § 6:8
Material participation, § 6:8
Rental real estate activity, § 6:8

Sharing pro�ts and losses, § 1:15
Subchapter K, Application to LLC,

this index
Suspended losses

Termination of LLC, e�ect on
suspended losses, § 5:100

Transfer to spouse or former
spouse, § 3:7

LOW-INCOME HOUSING
Choice of business entity, § 3:12

LOW-PROFIT LLCS (L3C)
Generally, § 1:68
Name, § 1:6

MALPRACTICE
Professional LLCs, § 3:18

MANAGERS AND MANAGEMENT
Generally, § 1:24
Articles of organization, sample pro-

visions, App B
Assignment of managerial rights,

§ 1:39
Authority as against third parties,

§ 1:24
Business judgment rule, §§ 1:25,

3:26
Centralized management, Kintner

regulations, §§ 4:8, 4:15-4:17
Certi�cation rules, § 1:24
Corporate law compared, § 3:2
Decedent member's legal representa-

tive, § 5:104
Default rules, § 1:2
Delegation of voting rights by proxy,

§§ 1:24, 1:35
Duties of members and managers,

§ 1:25
Expanding or restricting authority,

§ 1:24
Fiduciary duties, §§ 1:25, 3:31
Financial institutions, centralized

management, § 1:2
Good faith duty, § 1:25
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MANAGERS AND MANAGEMENT
—Cont’d

Governance rules, § 1:24
Gross negligence standard, § 1:25
Indemni�cation, § 1:26
Initial report, § 1:4
Kintner regulations, centralized

management, §§ 4:8, 4:15-4:17
Liability of members and managers,

§ 1:26
Operating agreement, sample provi-

sions, App B
Reliance on information or opinion,

§ 1:25
Removal of managers, §§ 1:24, 4:8
Self-dealing, § 1:25
Tax matters, binding authority,

§ 1:24
Third parties, authority as against,

§ 1:24
Transactions between LLC and

manager, § 1:25
Vesting in members, § 1:24
Vote by members, when required,

§ 1:24

MARKETABILITY
Securities, marketable (Subchapter

K). Distributions, this index
Valuation discounts, lack of market-

ability, §§ 3:27, 3:28
Withdrawing member, interest of,

§ 1:17

MEMBERS AND MEMBERSHIP
INTERESTS

Generally, §§ 1:30-1:38
Abandonment of interest, § 5:88
Admission of new members, §§ 1:42,

4:10, 5:104
Attribution rules, § 5:67
Bankruptcy of member, § 1:45
Capital gain on sale of interest,

§§ 5:82, 5:92
Capitalization requirement, attempts

to avoid, transactions between
LLC and members, § 5:65

Classes of interests, § 1:35
Community property law, applicabil-

ity, § 1:38

MEMBERS AND MEMBERSHIP
INTERESTS—Cont’d

Constructive ownership rules, § 5:67
Contractual capacity, requirement

for, § 1:30
Death of member. Death, this index

Decedent member's successor,
admission as member, § 5:104

Derivative suits, § 1:11
Dissolution on termination of

member's interest, § 1:50
Distributions, this index

Guaranteed payments, transactions
between LLC and members,
§ 5:66

Incapacity of member, § 1:43
Incorporeal movable, interest as,

§ 1:37
Indemni�cation of members, § 1:26
Inspection rights, § 1:36
Liability, this index

Liquidation of decedent member's
interest, § 5:104

Loan of money to LLC, § 5:64
Minimum number of members,

§§ 1:3, 1:30
New members

Admission other than by assign-
ment of interest, § 1:42

Decedent member's successor,
admission as member,
§ 5:104

Nonrecourse liabilities, § 5:53
Operating agreement, sample provi-

sions, App B
Piercing the veil of LLC, § 1:32
Pledge of member's interest, § 1:44
Premium payments to retiring

member, § 5:85
Pro se representation by member,

§ 1:2
Purchase of decedent member's inter-

est, § 5:104
Records and inspection rights, § 1:36
Related person, transactions between

LLC and, §§ 5:67, 5:68
Sale or exchange of interest

generally, §§ 5:91-5:95
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MEMBERS AND MEMBERSHIP
INTERESTS—Cont’d

Sale or exchange of interest—Cont’d
Subchapter K, Application to LLC,

this index

Seizure of member's interest, § 1:44
Service providers, § 5:28
Single-Member LLCs, this index

Transactions between LLC and
members

generally, §§ 1:34, 5:63-5:68
Attribution rules, § 5:67
Capacity other than as member,

member acting in, § 5:64
Capitalization requirements,

attempts to avoid, § 5:65
Constructive ownership rules,

§ 5:67
Gain characterization, § 5:67
Guaranteed payments, § 5:66
Loss limitation, § 5:67
Related person, transactions

between LLC and, §§ 5:67,
5:68

Services, performance of, § 5:65
Tax consequences, § 5:63
Transfer of property to LLC,

§ 5:65
Transferability of Member's Interest,

this index

Voting rights, § 1:35
Withdrawal of Member, this index

MERGER AND CONSOLIDATION
Generally, §§ 1:61-1:70, 5:101
Abandonment, § 1:63
Acquisition of assets of other busi-

ness entity, § 1:61
Agreement of merger or consolida-

tion, § 1:62
Anti-abuse provision, § 5:101
Assets-over form of merger

generally, §§ 5:101, 5:102
Transfer of property to surviving

LLC, application of section
704(c) principles, § 5:102

Assets-up form of merger, § 5:101
Buyout of member's interest, § 5:101

MERGER AND CONSOLIDATION
—Cont’d

Certi�cate of merger or consolida-
tion, § 1:64

Continuation of one of merging enti-
ties, §§ 5:101, 5:102

Conversion, this index
Corporate merger involving

disregarded entity, § 6:21
Default rules, dissenters’ rights,

§ 1:67
Disguised sale regulations, § 5:101
Disregarded entity, corporate merger

involving, § 6:21
Disregarding form of merger adopted

by parties, § 5:101
Dissenters’ rights, § 1:67
E�ective date, § 1:65
E�ects

generally, § 1:66
Dissenters’ rights, § 1:67

Fair market value, § 5:101
Form of merger, §§ 5:101, 5:102
Like-kind property exception,

§ 5:102
Non-merger solution, § 5:102
Partnership, continuing liability for

pre-conversion debts and
liabilities, § 1:66

Planning strategies, § 5:102
Proposed regulations, assets-over

form of merger, § 5:102
Reverse section 704(c) gain or loss,

§ 5:102
Selecting continuing entity, § 5:102
Statutory authorization, §§ 1:61, 1:66
Subsequent merger of transferee

partnership, § 5:102
Surviving or new entity, rights and

obligations, § 1:66
Tax consequences, §§ 1:61, 1:66,

5:101
Transfer of property to surviving

LLC, application of section
704(c) principles, § 5:102

Triangular mergers, § 6:21

MINORITY DISCOUNT
Valuing interest of withdrawing

member, § 1:17
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NAMES
Generally, § 1:6
Foreign LLCs, § 1:74
Low-pro�t LLC, § 1:6
Registered limited liability partner-

ships, § 2:3
Reservation of name, § 1:6
Revocation of articles, § 1:4

NEGLIGENCE
Professional LLCs, § 3:18

NONCOMPETE COVENANT
Member's covenant, § 1:25

NONRECOURSE LIABILITIES
Subchapter K, Application to LLC,

this index

NONRESIDENTS
Alien members of LLC, § 6:11
State taxes, § 6:27

OIL AND GAS
Choice of business entity, oil and gas

properties, § 3:12
Electing large LLCs, § 5:107

OPERATING AGREEMENTS
Generally, § 1:5
Allocation of pro�ts and losses,

§§ 1:15, 5:37
Amendment of agreement, § 1:5
Capital account requirements, § 5:40
Economic e�ect test, § 5:40
Interim distributions, § 1:16
Promised contributions, § 1:14
Sample form, App B
Single-member LLC, § 1:30
Voting rights, §§ 1:24, 1:35
Withdrawal rights, § 1:17
Writing, when required, § 1:5

OPTIONS
Acquisition of additional interest in

LLC, § 5:92
Estate planning considerations,

§ 3:28
Transfer to service provider, § 5:28

ORGANIZATIONAL
EXPENDITURES

Continued amortization after termina-
tion, § 5:100

Subchapter K, application to LLC,
§ 5:5

PARTIES
Litigant, LLC as, § 1:10

PARTNERSHIP
Abuse of entity treatment rule,

§ 5:114
Anti-abuse regulation, §§ 3:46, 5:32,

5:112-5:114
Classi�cation of corporation as

partnership, conversion to LLC,
§ 6:17

Classi�cation of LLC as partnership
for tax purposes

generally, §§ 4:1-4:29
Centralized management, §§ 4:8,

4:15
Check the box regulations, §§ 4:1,

4:2
Continuity of life, § 4:7
Free transferability of interests,

§ 4:10
Kintner regulations

generally, §§ 4:1, 4:6-4:11
Kintner Regulations, this index

Limited liability, § 4:9
No separate interests theory,

§ 4:15
Publicly traded LLCs

generally, §§ 4:21-4:25
Actual trading, lack of, § 4:23
De�nition of publicly traded,

§ 4:22
Established securities market,

de�ned, § 4:22
Grandfathered entities, § 4:25
Matching services, § 4:23
Passive-type income, exception

for, § 4:24
Private placements, § 4:23
Redemption and repurchase

agreements, § 4:23
Registered LLPs, this index

Safe harbors, § 4:23
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PARTNERSHIP—Cont’d
Classi�cation of LLC as partnership

for tax purposes—Cont’d
Publicly traded LLCs—Cont’d

Secondary market or substantial
equivalent, § 4:22

Transfers not involving trading,
§ 4:23

Registered Limited Liability
Partnerships, this index

Single-member LLC, § 4:15
Spouses, § 4:2
State taxes, classi�cation for

purposes of, § 4:29
Statutory and regulatory

background, § 4:1
Subchapter K, Application to LLC,

this index
Conversion transactions, tax conse-

quences, §§ 6:18, 6:20
LLCs compared, §§ 3:2, 3:8
Publicly traded LLCs. Classi�cation

of LLC as partnership for tax
purposes, above

Registered Limited Liability Partner-
ships, this index

Small partnership exception to
TEFRA rules, § 4:2

State taxes, classi�cation for
purposes of, § 4:29

Subchapter K, Application to LLCs,
this index

Tax matter partner, § 6:12

PASSIVE ACTIVITY LOSSES
Losses, this index

PATENTS
Choice of business entity, holding

patents, § 3:12

PEREMPTION
Dissolution of LLC, § 1:55

PERPETUAL EXISTENCE
Generally, § 1:17
Articles of organization, § 1:4
Financial institutions, § 1:2

PERSONAL REPRESENTATIVE
Status as assignee, §§ 1:14, 5:83,

5:104

PIERCING THE VEIL
Generally, § 1:32
Registered limited liability partner-

ships, § 2:5
Reverse veil-piercing analysis,

§§ 1:44, 3:17

PLEDGES
Creditors’ rights, pledge of member's

interest, § 1:44

PREEMPTION
Bankruptcy law, § 1:45

PROFESSIONS AND
OCCUPATIONS

Choice of business entity, §§ 3:18,
3:19

Practice in LLCs, § 1:31
Registered Limited Liability Partner-

ships, this index

Tax considerations, § 3:19

PROFITS
Assignee's rights, § 1:41
Family partnership rules, § 5:59
Losses, this index

Refusal to distribute pro�ts, § 1:16
Services, transfer of pro�ts interest in

exchange for, § 5:27
Sharing, § 1:15

PROMOTERS
Formation of LLC, § 1:4

PROXIES
Delegation of voting rights by proxy,

§§ 1:24, 1:35

PUBLIC RECORDS
LLC documents, § 1:4

PUBLICLY TRADED COMPANIES
Classi�cation as partnership for

income tax purposes

generally, §§ 4:21-4:25
Partnership, this index

Registered LLP, this index

QUORUM
Generally, § 1:25
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REAL ESTATE BROKERS
Formation of professional LLCs,

§ 3:18

REAL ESTATE INVESTMENT
CONDUITS

Electing large LLCs holding residual
interests, § 5:107

REAL ESTATE INVESTMENT
TRUSTS

Check-the-box regulations, § 4:2

REAL ESTATE VENTURES
Choice of business entity, § 3:12

RECAPTURE OF DEPRECIATION
Allocations, § 5:48

RECEIVABLES
Unrealized receivables, §§ 5:82,

5:84, 5:87, 5:92, 5:100

RECKLESS DISREGARD
Gross negligence, § 1:25

RECORDS AND INFORMATION
Generally, §§ 1:9, 1:36
Foreign LLCs, § 1:76
Inspection rights of members, § 1:36

REGISTERED LIMITED
LIABILITY PARTNERSHIPS

Generally, §§ 2:1-2:10
Annual renewal, § 2:3
Annual reports, § 2:4
Application, § 2:3
Business entity, considerations in

choosing, §§ 3:18, 3:19
Classi�cation as partnership for

income tax purposes
Kintner regulations

Application to registered LLP,
§ 4:6

Centralized management,
§§ 4:16, 4:17

Continuity of life, §§ 4:16, 4:17
Free transferability of interests,

§§ 4:16, 4:17
General partnerships, tax clas-

si�cation under regulations,
§ 4:16

Limited liability, §§ 4:16, 4:17

REGISTERED LIMITED
LIABILITY PARTNERSHIPS
—Cont’d

Classi�cation as partnership for
income tax purposes—Cont’d

Kintner regulations—Cont’d
Partnership in commendam, tax

classi�cation under regula-
tions, § 4:17

Publicly traded registered LLPs

generally, §§ 4:21-4:25
Actual trading, lack of, § 4:23
De�nition of publicly traded,

§ 4:22
Established securities market,

de�ned, § 4:22
Grandfathered entities, § 4:25
Matching services, § 4:23
Passive-type income, exception

for, § 4:24
Private placements, § 4:23
Redemption and repurchase

agreements, § 4:23
Safe harbors, § 4:23
Secondary market or substantial

equivalent, § 4:22
Transfers not involving trading,

§ 4:23
State taxes, classi�cation for

purposes of, § 4:29
Conversion transactions, tax conse-

quences, §§ 6:17, 6:18
Debts of partnership, assets subject

to, § 2:2
Filing fees, § 2:10
General partnerships, tax classi�ca-

tion under Kintner regulations,
§ 4:16

Kintner regulations. Classi�cation as
partnership for income tax
purposes, above

Liability of partner, §§ 2:2, 2:5, 3:18,
4:16, 4:17

Majority in interest, § 2:3
Partnerships in commendam, §§ 2:5,

4:17
Piercing the veil, § 2:5
Professional partnerships, § 2:5
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REGISTERED LIMITED
LIABILITY PARTNERSHIPS
—Cont’d

Publicly traded partnerships. Clas-
si�cation as partnership for
income tax purposes, above

Quali�cation, § 2:3
State taxes, classi�cation for

purposes of, § 4:29
Supervisory partners, liability for

misconduct of others, § 2:5
Tax considerations

generally, § 3:19
Classi�cation as partnership for

income tax purposes, above

Uncertainties, § 2:5

REGISTERED OFFICE AND
AGENT

Generally, § 1:8
Change of o�ce or agent, §§ 1:8,

1:76
Foreign LLCs, §§ 1:10, 1:76
Initial report, § 1:4
Records to be kept at registered

o�ce, §§ 1:9, 1:36, 1:76
Resignation, §§ 1:8, 1:10
Service of process, § 1:10
Successor agent, § 1:8

REINSTATEMENT
Articles of Organization, this index

RENTAL REAL ESTATE
ACTIVITY

Passive activity losses, § 6:8

REPORTS
Annual reports

generally, § 1:4
Foreign LLCs, § 1:77
Penalties for failure to �le, § 1:4
Registered LLPs, § 2:4

Initial report, § 1:4
Supplemental reports, § 1:4

RESTRAINT ON ALIENATION
Restrictions on assignment of inter-

est, § 1:39

RETROACTIVITY
Existence of LLC, §§ 1:7, 1:37
Retroactive allocations, § 5:58

REVOCATION
Articles of Organization, this index

RISK OF LOSS
Economic risk of loss, §§ 5:32, 5:53

S CORPORATION
Check-the-box election, § 3:34
Conversion

LLC to S corporation, § 3:17
S corporation to LLC, § 3:34

Investment income
Excess passive investment income,

§ 6:9
Subchapter S corporation banks,

§ 3:7
Tax Considerations, Choice of Busi-

ness Entity, this index

SALE OR EXCHANGE OF
MEMBER'S INTEREST

Generally, §§ 5:91-5:95
Subchapter K, Application to LLC,

this index

SECRETARY OF STATE
Registered limited liability partner-

ships, § 2:3
Service of process, §§ 1:4, 1:8, 1:70

SECURITIES AND SECURITIES
LAW

Distributions of marketable securities
generally, §§ 5:75-5:77
Distributions, this index

Limited vs. general partnership, § 6:9
Transferability of member's interest,

securities law considerations,
§ 1:46

SEIZURE
Creditors’ rights, seizure of

member's interest, § 1:44

SELF-DEALING
Managers, § 1:25

SELF-EMPLOYMENT TAX
Generally, § 6:2
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SELF-EMPLOYMENT TAX
—Cont’d

Bifurcation of interests, § 6:2
Choice of business entity, §§ 3:7,

3:17, 3:19
Limited vs. general partner determi-

nation, §§ 5:85, 6:2
Proposed regulations, § 6:2

SERVICE OF PROCESS
Generally, § 1:10
Annual reports, information

provided, § 1:4
Registered O�ce and Agent, this

index

Secretary of state, service on, §§ 1:4,
1:8

SERVICES
Capitalization requirement, attempts

to avoid, § 5:65
Contribution in exchange for interest

in LLC

generally, §§ 5:25-5:28
Subchapter K, Application to LLC,

this index

Contribution in nonmember capacity,
§ 5:73

Promise to contribute, §§ 1:14, 1:31
Service partners, tax issues, § 6:2

SIMULATIONS
Creditors and creditors’ rights, § 1:44

SINGLE BUSINESS ENTERPRISE
What constitutes, § 1:32

SINGLE-MEMBER LLCS
Generally, § 1:3
Check-the-box regulations, §§ 1:30,

3:12, 4:15, 5:99
Choice of business entity, § 3:12
Disregarded entity, classi�cation as,

§§ 4:2, 6:20
Mergers using single-member LLC in

Type C reorganization, § 6:21
Operating agreement, § 1:5
Partnership classi�cation for income

tax purposes, § 4:15
State tax law, § 6:27

SINGLE-MEMBER LLCS—Cont’d
Termination for federal tax purposes,

§ 5:99

SPIN-OFFS, SPLIT-OFFS, AND
SPLIT-UPS

Corporate transactions using LLCs,
§ 6:22

SPOUSES
Check-the-box regulations, § 4:2
Community property law, applicabil-

ity to LLC, § 1:38
Marital deduction, §§ 3:24, 3:25

STANDING
Derivative actions, § 1:11

START-UP EXPENDITURES
Continued amortization after termina-

tion, § 5:100
Subchapter K, application to LLC,

§ 5:5

STATE OF ORGANIZATION
Conversion of, § 1:70

STATUTE OF LIMITATIONS
Unlawful distributions, recovery of,

§ 1:20

SUBCHAPTER K, APPLICATION
TO LLC

Generally, §§ 5:1-5:114
Abuse of entity treatment rule,

§ 5:114
Abuse of subchapter K rule, § 5:113
Accounting rules, § 5:2
Adjustments to basis, §§ 5:2, 5:31-

5:34, 5:36, 5:73, 5:74, 5:93
Adjustments to capital accounts,

revaluation of LLC's property,
§ 5:47

After-tax economic consequences,
§ 5:44

Allocations

After-tax economic consequences,
§ 5:44

Basis allocation rule, § 5:74
Con�icting provisions of IRC,

§ 5:57
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Index-23



SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Allocations—Cont’d
Contributions by members to LLC,

allocation methods, § 5:14
Curative allocations, §§ 5:10, 5:15,

5:33, 5:48, 5:102
Depreciation recapture, alloca-

tions, § 5:48
Economic e�ect of allocation,

substantiality, § 5:43
Family partnership rules, § 5:59
Forfeiture allocations to service

provider, § 5:28
Intra-year allocations, § 5:43
Nonrecourse liabilities, below

Operating agreement, sample pro-
vision, App B

Other provisions, e�ect on alloca-
tions, § 5:57

Purchaser and seller, allocation of
items of income and deduc-
tion, § 5:95

Recourse liabilities, § 5:32
Remedial allocations, §§ 5:10,

5:12, 5:33, 5:48, 5:102
Retroactive allocations, § 5:58
Safe harbor rules, § 5:28
Service providers, § 5:28
Shifting allocations, §§ 5:43, 5:45
Special allocations of income,

gain, deduction, loss, and
credit, below

Substantial economic e�ect, § 5:28
Tax credits, § 5:49
Transitory allocations, §§ 5:43,

5:46, 5:48
Amortization of organizational

expenditures, § 5:5
Appreciated property, contribution

of, § 5:20
Automatic consent, change in taxable

year, § 5:4
Basis of contributed property di�er-

ing from fair market value

Anti-loss shifting rule, § 5:13
Section 704(c) built-in gains and

losses, § 5:10

SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Basis of member's interest
generally, § 5:2
Distributions, §§ 5:73, 5:74
Increase or decrease, §§ 5:31,

5:33, 5:34, 5:36
Property subject to more than one

liability, § 5:52
Substituted basis transaction,

§ 5:93
Termination of LLC, § 5:100

Bottom line items of income or loss,
§ 5:36

Business purpose for tax year, Sec-
tion 444 election, § 5:4

Capital accounts

generally, § 5:2
Adjustments to capital accounts,

revaluation of LLC's prop-
erty, §§ 5:47, 5:101

Carryover, § 5:100
Depreciation recapture, alloca-

tions, § 5:48
Distributions, e�ect on accounts,

§ 5:89
Operating agreement

generally, §§ 5:40-5:42
Sample provision, App B

Tax credits, § 5:49
Character of gain or loss recognized

on disposition of contributed
property, § 5:21

Consent, automatic, change in tax-
able year, § 5:4

Constructive contributions, § 5:31
Constructive distributions, § 5:34
Contributions by members to LLC

generally, §§ 5:8-5:28
Aggregation of property, § 5:15
Allocation methods, § 5:14
Appreciated property, § 5:20
Built-in gains or losses

Basis di�ering from fair market
value, Section 704(c)
built-in gains and losses,
§§ 5:10, 5:82

Depreciable property, § 5:48
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SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Contributions by members to LLC
—Cont’d

Built-in gains or losses—Cont’d
Distribution of contributed prop-

erty to another member,
allocations of built-in gain
or loss (Section
704(c)(1)(B)), §§ 5:11,
5:101

Capital interest, transfer in
exchange for services, § 5:26

Cash contributions, § 5:92
Character of gain or loss

recognized on disposition of
contributed property, § 5:21

Constructive contributions, § 5:31
De minimis rule, aggregation of

properties, § 5:15
Deemed cash contributions, § 5:92
Deferral of gain (Section 737),

§ 5:20
Depreciation recapture gain,

allocations with respect to
contributed and non-
contributed property, § 5:48

Disguised sale rules, §§ 5:19,
5:101

Disposition of contributed prop-
erty, character of gain or loss
recognized, § 5:21

Disproportionate contributions,
§ 5:38

Diversi�cation of transferors’
interests, § 5:9

Encumbered property, below,
§ 5:19

Exchange of contributed property
for other property, § 5:21

Investment LLCs, § 5:9
Liquidation value, de�ned,

proposed regulations, § 5:28
Pro�ts interest, transfer in

exchange for services,
§§ 5:27, 5:28

Property, contribution of

generally, § 5:9
Administrative convenience,

special rules, § 5:15

SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Contributions by members to LLC
—Cont’d

Property, contribution of—Cont’d
Aggregation of property, § 5:15
Anti-abuse provisions, §§ 5:14,

5:32
Anti-loss shifting rule (Section

704(c)(1)(c)), § 5:13
Appreciated property, § 5:20
Basis di�ering from fair market

value
anti-loss shifting rule (Section

704(c)(1)(c)), § 5:13
ceiling rule, § 5:10
curative allocations, § 5:10
remedial allocations, § 5:10
Section 704(c) built-in gains

and losses, §§ 5:10, 5:82
Book value of property, § 5:10
Ceiling rule, §§ 5:10, 5:12,

5:13, 5:33, 5:102
Character of gain or loss

recognized on disposition
of contributed property,
§ 5:21

Cost recovery deductions with
respect to contributed prop-
erty, allocations, § 5:12

Curative allocations, §§ 5:10,
5:15, 5:33, 5:48, 5:102

De minimis rule, aggregation of
properties, § 5:15

Depreciation recapture gain,
allocations with respect to
contributed and non-
contributed property,
§ 5:48

Disguised sale rules, §§ 5:19,
5:101

Distribution of contributed prop-
erty to another member,
allocations of built-in gain
or loss (Section
704(c)(1)(B)), § 5:11

Encumbered property, below

Exceptions, § 5:15
Remedial allocations, §§ 5:10,

5:12, 5:33, 5:48, 5:102
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SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Contributions by members to LLC
—Cont’d

Property, contribution of—Cont’d
Sale or exchange of property,

what constitutes, § 5:19
Section 737, § 5:20
Simultaneous transfers, § 5:19
Tax-neutral transactions, § 5:9

Recognition of gain (Section 737),
§ 5:20

Safe harbor election, proposed
regulations, § 5:28

Sale or exchange of property, what
constitutes, § 5:19

Services, contribution in exchange
for interest in LLC

generally, §§ 5:25-5:28
Allocations of LLC items to

service provider, § 5:28
Capital interest, transfer in

exchange for services,
§ 5:26

Forfeiture allocations to service
provider, § 5:28

Guaranteed payment for ser-
vices, § 5:28

Option to acquire interest in
LLC, transfer to service
provider, § 5:28

Pro�ts interest, transfer in
exchange for services

generally, § 5:27
booking up capital accounts,

§ 5:27
nonvested pro�ts interest,

§ 5:27
proposed regulations, § 5:28
revenue procedure, §§ 5:27,

5:28
taxable event, § 5:27

Revenue procedure, §§ 5:27,
5:28

Safe harbor election, proposed
regulations, § 5:28

Substantial risk of forfeiture,
§ 5:26

SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Contributions by members to LLC
—Cont’d

Services, contribution in exchange
for interest in LLC—Cont’d

Substantially vested interest,
§ 5:28

Tax consequences, § 5:25
Timing of recognition of income

by service member,
§§ 5:26, 5:28

Transferability of interest,
§ 5:26

Treatment of service provider as
member, § 5:28

Valuation of interest, § 5:28
Simultaneous transfers, § 5:19

Conversion of encumbered property,
involuntary, § 5:34

Death of member, § 5:104
Deductions

Allocating deduction for transfer
of interest, § 5:28

Cost recovery deductions with
respect to contributed prop-
erty, allocations of, § 5:12

Depreciation deductions, § 5:41
Electing large LLCs, § 5:107
Flow-through of income and

deductions and limitations on
losses, § 5:36

Losses, §§ 5:33, 5:36
Nonrecourse liabilities, below

Organizational expenditures, § 5:5
Special allocations of income,

gain, deduction, loss, and
credit, below

Deferral of income, change in taxable
year, § 5:4

Deferred like-kind exchange of
encumbered properties, §§ 5:34,
5:102

Depreciation

Deductions, § 5:41
Holding period in depreciable real

property, § 5:92
Recapture, allocations, § 5:48
Retroactive allocations, § 5:48
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SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Disregarded entities, § 5:32
Distributions

generally, §§ 5:72-5:89
Distributions, this index

Economic e�ect. Special allocations
of income, gain, deduction, loss,
and credit, below

Economic risk of loss, §§ 5:32, 5:53,
6:7

Electing investment LLCs, § 5:93
Election to be excluded from

Subchapter K, § 5:3
Encumbered property

Debt-sharing, basis, and contribu-
tion of encumbered property
to LLC

generally, § 5:31
Anti-abuse rules, § 5:32
Bona �de, commercial payment

obligations, § 5:32
De minimis exception,

institutional lenders, § 5:32
Disregarded entities, ownership

interest through, § 5:32
Economic risk of loss, §§ 5:32,

5:33
Excess nonrecourse liabilities,

§ 5:33
Liquidation value percentage,

§ 5:33
Member obligations, recogni-

tion, § 5:32
Minimum gain, computing,

§ 5:33
Nonrecourse liabilities, alloca-

tion of, §§ 5:33, 5:41
Presumption of payment, § 5:32
Recourse liabilities, allocation

of, § 5:32
Related ownership, § 5:32

Debt-sharing, basis, and sale,
exchange, or involuntary
conversion of LLC's
encumbered property, § 5:34

Deferred like-kind exchange of
encumbered properties,
§§ 5:34, 5:102

SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Encumbered property—Cont’d
Disregarded entities, § 5:32
Installment sale of partnership

property, § 5:34
Replacement property, time for

acquisition, § 5:34
Transfer of, disguised sale rules,

§ 5:19
Exchange

Contributed property, exchange for
other property, § 5:21

Deferred like-kind exchange of
encumbered properties,
§§ 5:34, 5:102

Sale or exchange of member's
interest, below

Exculpatory liabilities, allocation of
deductions, § 5:52

Family partnership rules, allocation
of pro�ts and losses, § 5:59

Financing, nonrecourse, allocation of
deductions, § 5:51

Flow-through of income and deduc-
tions and limitations on losses,
§ 5:36

Foreign taxes, creditable, safe harbor
rule, § 5:49

General principles, § 5:2
Gross income derived from trade or

business, § 5:36
Gross value of LLC, § 5:93
Installment payments

Liquidating distributions, § 5:86
Sale or exchange of member's

interest, § 5:92
Installment sale of partnership prop-

erty, § 5:34
Intent of subchapter K, § 5:113
Investigatory costs, § 5:5
Investment LLCs, § 5:9
Large LLC, electing, § 5:107
Like-kind exchange of encumbered

properties, §§ 5:34, 5:102
Losses

Anti-loss shifting rule, § 5:13
Built-in gains or losses, §§ 5:10,

5:11, 5:48, 5:82
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SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Losses—Cont’d
Character of gain or loss

recognized on disposition of
contributed property, § 5:21

Economic risk of loss, §§ 5:32, 6:7
Flow-through of income and

deductions and limitations on
losses, § 5:36

Passive losses, electing large
LLCs, § 5:107

Special allocations of income,
gain, deduction, loss, and
credit, below

Member transactions with LLC
generally, §§ 5:63-5:68
Members and Membership

Interests, this index
Member's interest, sale or exchange.

Sale or exchange of member's
interest, below

Net investment income, §§ 5:36,
5:66, 5:83, 5:92

Nonabusive transactions, § 5:113
Nonrecourse liabilities, allocation of

generally, §§ 5:33, 5:41
Chargeback, § 5:53
Deductions attributable to nonre-

course liabilities, allocation of
generally, §§ 5:50-5:53
Chargeback, § 5:53
Economic risk of loss, §§ 5:53,

6:7
Exculpatory liabilities, § 5:52
Financing, nonrecourse, § 5:51
Flexibility in allocating deduc-

tions, § 5:50
Member nonrecourse liabilities,

§ 5:53
Minimum gain, §§ 5:50, 5:51,

5:53
Net decrease in minimum gain,

§§ 5:50, 5:52
Ordering rules, § 5:50
Safe harbor test, §§ 5:50, 5:52

Economic risk of loss, § 5:53
Exculpatory liabilities, § 5:52
Financing, nonrecourse, § 5:51

SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Nonrecourse liabilities, allocation of
—Cont’d

Member nonrecourse liabilities,
§ 5:53

Minimum gain, §§ 5:50, 5:51,
5:53

Ordering rules, § 5:50
Safe harbor test, §§ 5:50, 5:52

Non-separately stated items, § 5:36
Organizational expenditures, § 5:5
Partner's interest in partnership (PIP)

standard, §§ 5:38, 5:42, 5:45
Pass-through taxation, § 5:2
Pro�ts interest, transfer in exchange

for services, §§ 5:27, 5:28
Property, contribution of. Contribu-

tions by members to LLC, above
Quali�ed income o�set, alternate test

for economic e�ect, § 5:41
Recapture of depreciation, alloca-

tions, § 5:48
Recourse liabilities, allocation of,

§ 5:32
Re�nancing, nonrecourse obligations,

§ 5:51
Regulations, proposed, transfer of

pro�ts interest in exchange for
services, § 5:28

Replacement property, time for
acquisition, § 5:34

Retroactive allocations, § 5:58
Revaluation of LLC's property,

adjustments to capital accounts,
§ 5:47

Sale or exchange of member's inter-
est

generally, §§ 5:91-5:95
Active trade or business, § 5:93
Adjusted net capital gain, § 5:92
Allocation of items of income and

deduction between purchaser
and seller, § 5:95

Amount of gain or loss, § 5:92
Capital gains and ordinary income,

§ 5:92
Cash contribution rule, § 5:92
Categories of gain or loss, § 5:92
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SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Sale or exchange of member's inter-
est—Cont’d

Collectible gains and losses, § 5:92
Considerations in determining

whether to make section 754
election, § 5:94

Depreciable real property, holding
period, § 5:92

Electing investment LLCs, § 5:93
Electing large LLC, capital gains

and losses, § 5:107
Goodwill and going concern value,

§ 5:93
Holding period, § 5:92
Installment payments, § 5:92
Intangibles (section 197), § 5:93
Involuntary items, § 5:92
Long-term capital gains, § 5:92
Look through capital gain, § 5:92
Overall adjustment (section

743(b)), § 5:93
Purchaser or heir of interest and

section 754 election, tax con-
sequences, § 5:93

Section 754 election

Considerations in determining
whether to make election,
§ 5:94

Tax consequences, purchaser or
heir of interest and section
754 election, § 5:93

Seller of interest, tax conse-
quences, § 5:92

Split holding period, § 5:92
Tiered entities, use of, § 5:92
Unrealized receivables, § 5:92
Unrecaptured section 1250 gain,

§ 5:92
Seasonal businesses, taxable year,

§ 5:4
Separate entity requirement, § 5:3
Separately stated items, §§ 5:2, 5:36,

5:107
Services. Contributions by members

to LLC, above

Shifting allocations, §§ 5:43, 5:45,
5:48

SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Special allocations of income, gain,
deduction, loss, and credit

generally, §§ 5:37-5:49
Adjustments to capital accounts,

revaluation of LLC's prop-
erty, § 5:47

After-tax economic consequences,
§ 5:44

Alternate test for economic e�ect,
§§ 5:41, 5:50

Depreciation recapture, alloca-
tions, § 5:48

Economic e�ect
Alternate test, §§ 5:41, 5:50
Equivalence, § 5:42
Exculpatory liabilities, § 5:52
Operating agreement require-

ments, §§ 5:40-5:42
Primary test, § 5:40
Quali�ed income o�set, § 5:41
Substantial economic e�ect,

§ 5:39
Tax credits, § 5:49

Partner's interest in partnership
(PIP) standard, §§ 5:38, 5:42

Quali�ed income o�set, § 5:41
Revaluation of LLC's property,

adjustments to capital
accounts, § 5:47

Shifting allocations, §§ 5:43, 5:45,
5:48

Substantial economic e�ect,
§§ 5:39, 5:43

Substantiality, § 5:48
Tax credits, allocations, § 5:49
Transitory allocations, §§ 5:43,

5:46, 5:48
Unrecaptured section 1250 gain,

§ 5:48
Start-up expenditures, § 5:5
Substantial risk of forfeiture, § 5:26
Substantiality of economic e�ect,

§§ 5:39, 5:43, 5:48
Substantially vested interest, § 5:28
Syndication expenditures, § 5:5
Tax credits

Allocations, § 5:49
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SUBCHAPTER K, APPLICATION
TO LLC—Cont’d

Tax credits—Cont’d
Electing large LLCs, § 5:107

Taxable year of LLC, § 5:4
Intra-year deductions, § 5:43

Termination of LLC, §§ 5:99, 5:100
Events triggering termination,

§ 5:99
Tax consequences, § 5:100

Trade or business, gross income
derived from, § 5:36

Transactions between member and
LLC

generally, §§ 5:63-5:68
Members and Membership

Interests, this index
Transitory allocations, §§ 5:43, 5:46,

5:48
Unrecaptured section 1250 gain,

§ 5:48
Valuation

Disregarded entity, § 5:32
Going concern value, § 5:93
Gross value of LLC, § 5:93
Intangibles (section 197), § 5:93
Revaluation of property, adjust-

ments to capital accounts,
§ 5:47

SUBSIDIARIES
Charitable organization, wholly-

owned subsidiary, § 3:12
Forward subsidiary merger, § 6:21
Termination of subsidiary, § 5:100

SUPPLEMENTAL REPORTS
Generally, § 1:4

SURVEYORS
Professional surveying services, § 1:6

SYNDICATION
Expenditures, § 5:5
Syndicate determination, § 6:3

TAX CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY

Generally, §§ 3:1, 3:3-3:46
Administrative burdens, § 3:17
Asset protection, § 3:17

TAX CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY
—Cont’d

C corporation and LLC, comparison
between, §§ 3:4, 3:19

Charitable contributions, § 3:6
Charitable organization, wholly-

owned subsidiary, § 3:12
Closely held concerns, § 3:12
Community property issues, § 3:4
Converting LLC to S corporation,

§ 3:17
Corporate joint ventures, § 3:12
Debt sharing, § 3:8
ESBT reform, §§ 3:7, 3:25
ESOPs, § 3:7
Estate Planning Considerations, this

index

Exclusion of unwanted associates,
§ 3:17

Family members, treating all as one
shareholder, § 3:7

Franchise tax, converting corporation
to LLC to eliminate liability,
§ 3:12

Fringe bene�ts, § 3:4
Gift and estate taxes. Estate Planning

Considerations, this index

Health insurance premium deduc-
tions, § 3:4

Income-shifting, § 3:7
International tax considerations,

§ 3:12
Investment assets, holding, § 3:12
Investment income, subchapter S

corporation banks, § 3:7
IRAs, bank stock held by, § 3:7
Joint ventures, corporate, § 3:12
Life insurance policies to fund buy-

sell agreements, holding, § 3:12
Liquidation, § 3:6
Losses, §§ 3:6, 3:7
Low-income housing, § 3:12
Material participation tests, §§ 3:7,

3:24
Medical bene�ts for members, § 3:12
Medical expense deductions, § 3:4
Oil and gas properties, § 3:12
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TAX CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY
—Cont’d

Partnership in commendam
compared, §§ 3:2, 3:8

Passive activity losses, §§ 3:7, 3:8,
6:8

Patents, holding, § 3:12
Professionals, use of LLCs and

registered LLPs

generally, § 3:18
Comparison of LLC or LLP with C

and S corporations, § 3:19
Income allocation, § 3:19
Self-employment tax, § 3:19
Tax considerations, § 3:19

QSSTs, §§ 3:7, 3:25
QSub, inadvertent termination, § 3:7
Quali�ed small business corpora-

tions, § 3:4
Real estate ventures, § 3:12
Recourse and nonrecourse liability,

§ 3:8
Redemption of interest, § 3:6
S corporation

Converting LLC to S corporation,
§ 3:17

LLC and S corporation,
comparison between, §§ 3:5-
3:7, 3:19

Special considerations for LLC
taxed as S corporation, § 3:17

Subchapters K and S, advantages
and disadvantages, §§ 3:6,
3:7

Transfer of interest in LLC taxed
as S corporation, § 3:17

Self-employment tax, §§ 3:7, 3:17,
3:19

Shareholder limit, increase in (S
corporations), § 3:7

Single-member LLC, § 3:12
Specialized small business invest-

ment companies (SSBIC), § 3:4
Speci�c transactions, using LLCs,

§ 3:12
Subchapter K, Application to LLCs,

this index

TAX CONSIDERATIONS, CHOICE
OF BUSINESS ENTITY
—Cont’d

Subchapters K and S, advantages and
disadvantages, §§ 3:6, 3:7

Suspended losses, transfer to spouse
or former spouse, § 3:7

Termination for tax purposes, § 3:7
Transfer of interest in LLC taxed as S

corporation, § 3:17
Unwanted associates, exclusion,

§ 3:17
Venture capital �rms, § 3:12

TAX CREDITS
Allocation, § 5:49
Electing large LLCs, § 5:107
Foreign tax credits, § 6:11

TAX ISSUES, MISCELLANEOUS
Generally, §§ 6:1-6:27
At-risk rules, § 6:7
Cash method of accounting, § 6:3
Composite returns, § 6:27
Conversion transactions, tax conse-

quences. Conversion, this index
Corporate mergers involving

disregarded entity, § 6:21
Corporate spin-o�s, split-o�s, and

split-ups using LLCs, § 6:22
Discharge of LLC's indebtedness,

§ 6:23
International issues, § 6:11
Nonresidents, § 6:27
Passive activity losses, § 6:8
Self-employment taxes, § 6:2
State tax issues, § 6:27
Subchapter S excessive passive

investment income, § 6:9
Tax matters partner, § 6:12

TAX SHELTER
Determination, § 6:3

TAX WITHHOLDING
Foreign member of domestic LLC,

§ 3:12

TAXABLE YEAR
Generally, § 5:4
Closing LLC's taxable year, § 5:100

Index

Index-31



TAXABLE YEAR—Cont’d
Continuing LLC following merger,

§ 5:101
Intra-year deductions, § 5:43
Nonresident alien members of LLC,

§ 6:11
Retroactive allocations, § 5:58

TAX-EXEMPT ENTITIES
Check-the-box regulations, § 4:2
Unrelated business taxable income,

§ 5:4

TERMINATION OF LLC
Amortization consequences, § 5:100
Basis of LLC's property and

members’ interests, § 5:100
Book value of transferred assets,

§ 5:100
Capital accounts, § 5:100
Cessation of business termination,

§§ 5:99, 5:100
Closing LLC's taxable year, § 5:100
Deemed distribution of interest in

new LLC, § 5:100
Depreciation consequences, § 5:100
Dissolution of LLC, this index

Electing large LLCs, § 5:107
Events triggering termination, § 5:99
Gain or loss, § 5:100
Merging LLC, § 5:101
Sale or exchange of member's inter-

est, §§ 5:99, 5:100
Section 708(b)(1)(B) termination,

§ 5:99
Single-member and two-member

LLCs, § 5:99
Subsidiary, termination of, § 5:100
Suspended losses, e�ect of termina-

tion, § 5:100
Tax consequences, § 5:100
Termination elections, § 5:100

THIRD PARTIES
Authority of members and managers,

§ 1:24
Derivative suits against, § 1:11
Liability of members and managers

to third parties, § 1:26

TIMING
Check-the-box regulations, § 4:2
Current distributions, § 5:74
Liquidating distributions, §§ 5:86,

5:87
Service member, recognition of

income, §§ 5:26, 5:28
Transactions deemed to occur on

conversion of association to
partnership or disregarded
entity, § 6:17

TRANSACTIONS BETWEEN
MEMBER AND LLC

Generally, §§ 1:34, 5:63-5:68
Members and Membership Interests,

this index

TRANSFERABILITY OF
MEMBER'S INTEREST

Generally, §§ 1:39-1:46
Admission of new members other

than by assignment of interest,
§ 1:42

Assignment of member's rights
generally, §§ 1:40, 1:41
Assignment of Distributions and

Other Interests, this index
Bankruptcy of member, § 1:45
Choice of business entity, § 3:2
Conversion to LLC without merger,

e�ect on transferability, § 1:69
Corporate law compared, § 3:2
Death of member, § 1:43
Estate and gift tax considerations,

§ 1:39
Financial institutions, § 1:2
Full membership interest, transfer of,

vs. assignment of interest in
LLC, § 3:31

Incapacity of member, § 1:43
Kintner regulations, §§ 1:2, 4:10
Liabilities of member, § 1:39
Securities law considerations, § 1:46
Seizure of member's interest, § 1:44
Service members, § 5:26
Transfer-for-value rules, § 1:41

TREATIES
Tax treaties, § 6:11
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TRUSTS
Estate Planning Considerations, this

index

UNJUST ENRICHMENT
Minority discounts, § 1:17

UNLAWFUL DISTRIBUTIONS
Generally, § 1:20
Member liability, § 1:31

VALUE AND VALUATION
Assignee interest, value of, § 3:31
Disregarded entity, § 5:32
Estate Planning Considerations, this

index

Fair Market Value, this index

Goodwill, § 5:85
Revaluation of property, adjustments

to capital accounts, § 5:47

VENTURE CAPITAL FIRMS
Choice of business entity, § 3:12

VENUE
Cases involving LLC, § 1:10

VOTING AND VOTING RIGHTS
Generally, § 1:35
Conversion to LLC without merger,

e�ect on voting rights, § 1:69
Corporate law compared, § 3:2

VOTING AND VOTING RIGHTS
—Cont’d

Delegation of voting rights by proxy,
§§ 1:24, 1:35

Derivative suits, § 1:11
Lapse of rights (Section 2704),

§ 3:29
Majority rule, §§ 1:25, 1:35
Member vote, when required, § 1:24
Member-managed LLC, § 1:24
Transfer of voting stock to LLC and

Section 2036(b), § 3:34
Voting trusts, § 1:35

WINDING UP
Dissolution of LLC, §§ 1:51, 5:99

WITHDRAWAL OF MEMBER
Dissolution of LLC, §§ 1:17, 3:29
Distributions on withdrawal, §§ 1:14,

1:16, 1:17, 1:21, 3:29, 5:83
Kintner regulations, continuity of

life, §§ 4:7, 4:16, 4:17
Partnership rules compared, §§ 1:17,

1:43
Term LLCs, §§ 1:17, 1:43, 3:28

WITHHOLDING
Tax withholding, foreign member of

domestic LLC, § 3:12
WRITING

Contribution, enforcement of promise
to make, § 1:14

Operating agreements, § 1:5
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