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PURPOSE

This guide is intended for a Utah limited
liability company that owns or operates

residential or commercial rental property.
Its purpose is to help maintain the LLC's
separate legal existence, support the liability
shield, and improve operational discipline.

Although Utah LLCs are generally subject
to fewer statutory formalities than
corporations, an LLC that owns rental
property should still observe consistent
entity-separation practices. Failure to do so
can increase the risk of personal liability
exposure, tax confusion, lender issues, and
disputes among members.
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1. Core PriNncIPLE: KEEP THE LLC SEPARATE FROM ITS OWNERS
The central objective is to demonstrate that the LLC is a genuine, separately
operated business and not merely the alter ego of a member.

This requires the LLC to maintain separation in the following areas:
+  Ownership and title
+ Banking and finances
+ Contracts and leasing
+ Accounting and tax reporting
+ Governance and decision-making
* Insurance and risk management
+ Regulatory compliance

2. FORMATION AND ORGANIZATIONAL RECORDS
At the outset, and throughout the life of the company, maintain a complete and
current organizational file.

Essential records include:
+ Filed Certificate of Organization
+ Any amendments filed with the Utah Division of Corporations
» Current Operating Agreement
* EIN confirmation from the IRS
« Initial member consent or manager consent approving:
formation of the LLC
- adoption of the Operating Agreement
opening of bank accounts
acquisition of the rental property
- appointment of managers, officers, or authorised signatories
+  Membership ledger showing:
- members' names
- ownership percentages
- capital contributions
+ Registered agent information
« Copies of all annual state renewals

Recommended practice: Keep a physical or electronic “"LLC record book" for each
entity.
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3. UTAH-SPECIFIC ONGOING REQUIREMENTS
For a Utah LLC, ongoing state maintenance should include the following:

A. Annual Renewal: Utah LLCs must file an annual renewal with the Utah Division of
Corporations and Commercial Code by the applicable deadline and pay the required
fee.

Best practice:
+ Calendar the due date well in advance
« Confirm the LLC's principal office, mailing address, and registered agent
information are current
* Keep a copy of each filed renewal and payment confirmation

B. Registered Agent: Maintain a valid Utah registered agent at all times. If the
registered agent or registered office changes, update the state record promptly.

C. Trade Name / DBA: If the rental business operates under a name different from
the LLC's legal name, ensure any required assumed name/DBA filings are in place
and renewed as needed.

4. TITLE TO THE PROPERTY MusT BE CORRECT
For rental-property LLCs, title issues are critical.

The property should be titled in the LLC's exact legal name, unless there is a
deliberate and documented structure involving another ownership vehicle.

Review and confirm:
* Deed reflects the full legal name of the LLC
+ The LLC existed at the time title was transferred
* Any corrective deed, if needed, is prepared and recorded
* Property insurance names the LLC as insured or additional insured, as
appropriate
* Loan documents match the ownership structure

Important practical point: If a member personally owns the property but treats it as
“LLC property"” informally, that inconsistency can undermine liability protection and
create tax and probate complications.
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5. Use LLC BaNK AccouNTs ONLY

One of the most important formalities is no commingling of funds.

The LLC should have its own:
+ Operating bank account
« Security deposit account, if separate handling is required by law or
management practice
* Credit card or debit card, if used for business expenses
* Accounting ledger

Do not:
« Deposit rent into a member's personal account
» Pay personal expenses from the LLC account
+ Pay LLC expenses from a personal account without proper recording
+ Transfer money back and forth informally without documentation

If a member pays an LLC expense personally, record it properly as one of the
following:

+ capital contribution

* member loan

* reimbursable business expense

If the LLC pays money to a member, characterize it properly as:
+ distribution
+ payroll/guaranteed payment, if applicable
+ loan repayment
* reimbursement

Each payment should be supported by accounting entries and, where appropriate,
written approval.
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0. CAPITALIZATION MusT BE ADEQUATE
An LLC that owns rental property should be reasonably capitalized for its operations
and foreseeable risks.

At a minimum, the LLC should maintain capacity to cover:
* mortgage obligations
* insurance premiums

+ taxes
+ ordinary repairs and maintenance
« utilities

¢ management costs
* vacancy periods
» deductibles and common contingencies

Undercapitalization is not automatically fatal, but an LLC with no meaningful reserves
and no disciplined accounting is more vulnerable in a liability challenge.

7. CoNTRACTS MusT BEe IN THE LLC's NAME
The LLC, not the member individually, should be the contracting party wherever
commercially and legally feasible.

This includes:
* leases
¢ property management agreements
* vendor contracts
* repair and maintenance agreements
+ utility agreements, where possible
* service subscriptions
* insurance policies
* notices to tenants

Signature format should be consistent. For example:

John Doe Property, a Utah limited liability company
John Doe, Manager

Avoid signing only a personal name without indicating representative capacity.
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8. LEASE MusT REFLECT THE CORRECT LANDLORD
Rental documents should identify the proper landlord entity.

Check the following:
+ Lease names the LLC as landlord
+ Rent instructions direct payment to the LLC or its authorised manager
+ Security deposit receipts identify the LLC
« Statutory notices are issued in the LLC's name
+ Renewal agreements, amendments, and notices are signed in representative
capacity
* Property manager, if any, is properly authorised by written agreement

If a property manager is used, ensure the management agreement clearly states:
+ who owns the property
* who holds tenant funds
+ who is responsible for maintenance decisions
* who has authority to settle claims or approve repairs
* insurance and indemnity obligations

9. DoCUMENT MaJOR DECISIONS IN WRITING
Utah LLCs generally are not required to follow the same rigid meeting formalities as
corporations, but written governance records remain highly advisable.

Use written member or manager consents for major actions, including:
* purchasing or selling property
+ refinancing or obtaining a line of credit
+ admitting a new member
* removing or appointing a manager
+ approving large capital improvements
+ entering into a property management agreement
+ commencing or settling litigation
* making distributions outside ordinary practice
+ loans between the LLC and a member or affiliate
+ dissolution or winding up

Good practice: Even where one person is the sole member, that person should still
sign written consents for significant actions. This helps show that the LLC is being
treated as a real entity with documented decision-making.
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10. FoLLow THE OPERATING AGREEMENT
The Operating Agreement should not be a dormant document. The LLC should
operate in a manner consistent with it.

Review periodically to confirm:

who has authority to act

whether the LLC is member-managed or manager-managed
approval thresholds for major decisions

contribution obligations

distribution rules

transfer restrictions

succession provisions

procedures for member withdrawal, death, or incapacity

If actual practice has changed, amend the Operating Agreement rather than ignoring
inconsistencies. Not following the operating agreement can undermine liability
protection.

1. MAINTAIN ACCURATE ACCOUNTING AND BOOKS
Rental-property LLCs should maintain reliable books and records.

At a minimum, keep:

monthly income and expense statements

rent rolls

bank statements

reconciliations

invoices and receipts

loan statements

property tax records

insurance policies

depreciation schedules

vendor W-9s and 1099 records where applicable
member contribution and distribution records

Recommended accounting practices:

Use bookkeeping software or a dedicated ledger

Reconcile accounts monthly

Separate each property by class or account if one LLC owns multiple units or
properties

Maintain backup documentation for all unusual transactions
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12. Tax CompLIANCE MusT MATCH THE LLC'S STRUCTURE
The LLC's tax treatment may differ from its state-law form.

The LLC should clearly identify whether it is taxed as:
+ a disregarded entity
+ a partnership
* an S corporation
* a C corporation

Maintain consistency between:
+ tax filings
*  bookkeeping
« member allocations
e distributions
* ownership records

Also monitor:
+ federal and Utah income tax filings
+ sales/use tax issues, if any apply to specific services or short-term rentals
« payroll filings, if employees exist
+ information reporting such as Forms 1099, where required

For rental operations, classification of workers as employees or independent
contractors should also be handled consistently and documented.
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13. INSURANCE SHOULD BE ENTITY-SPECIFIC
Insurance should support the separateness and risk profile of the LLC.

Review coverage for:
+ dwelling or commercial property
+ general liability
« umbrella liability
* landlord coverage
+ loss of rents/business interruption, where appropriate
« workers' compensation, if applicable
* hired/non-owned auto, if relevant
* property manager coverage and indemnity allocation

Confirm that:
+ the named insured is correct
* additional insured endorsements are in place where needed
+ the mailing address and property schedule are current
* major renovations or occupancy changes are disclosed

14. RELATED-PARTY TRANSACTIONS MusT BE DOCUMENTED

Many rental-property LLCs deal with members or related entities. Examples include
member loans, management services, construction work, or shared expenses. These

arrangements should be documented carefully.

For any related-party transaction:
* use a written agreement
* state payment terms
* ensure charges are commercially reasonable
+ obtain approval in accordance with the Operating Agreement
+ record the transaction properly in the books

Examples:
* member lends emergency funds to the LLC
« affiliate management company receives a fee
* member leases equipment to the LLC
+ one commonly owned LLC pays expenses for another and expects
reimbursement

Informal related-party transactions are a frequent source of veil-piercing arguments

and internal disputes.
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15. Use THE CoRRECT ENTITY ON COMMUNICATIONS AND PuBLIC-

FACING MATERIALS
Business records and communications should consistently identify the LLC.

Use the LLC's legal name on:
+ leases
* notices
+ letterhead
+ invoices
* checks
+ online rent portals
+ vendor accounts
+ advertising, where appropriate
+ legal notices and litigation filings

If a DBA is used, ensure it is used in a legally accurate way and tied back to the LLC.

16. DisTINGUISH MuLTIPLE PROPERTIES AND MuLTIPLE LLCsS
If there is more than one property or more than one entity, maintain clear
segregation.

Best practice includes:
* separate bank accounts for each LLC
+ separate books for each LLC
* separate leases under the correct landlord
* separate insurance schedules
* no casual transfer of funds between entities
+ written intercompany agreements if one entity provides services or advances
funds to another

Using one entity's account to pay another entity's obligations without documentation
creates avoidable risk.
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17. MAINTAIN CoMPLIANCE FILES FOR THE RENTAL OPERATION
Beyond entity formalities, a rental LLC should retain compliance records relevant to
the property.

These may include:
* local licences or rental registrations, if applicable
+ inspection records
+ habitability repair logs
+ tenant communications
+ fair housing policies and training records
* smoke detector and safety compliance records
* lead-based paint disclosures, where required
+ property manager licensing or registration materials, where applicable
+ eviction and litigation files

This is not only an operations matter; it also supports the position that the LLC is
functioning as a professionally run business.
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18. PRACTICAL ANNUAL CHECKLIST
A Utah rental-property LLC should complete the following review at least annually:

Entity Maintenance
* File annual Utah renewal
+ Confirm registered agent and addresses
+ Review Operating Agreement
+ Update member and manager records
* Prepare annual written consent covering major actions taken during the year

Property and Leasing
+ Confirm title is correct
* Review leases and landlord name
+ Confirm management agreement, if any, is current
+ Review vendor contracts and signature authority

Banking and Accounting
* Reconcile all accounts
+ Confirm no commingling occurred
« Document member loans, contributions, and distributions
* Review reserve levels and capital needs

Tax and Compliance
+ Confirm tax classification and filings
+ Issue required 1099s, if applicable
+ Review licensing and local compliance
+ Retain key notices and records

Insurance and Risk
* Renew insurance
* Review named insureds and limits
« Confirm properties and operations are properly described
+ Review claims and incident logs
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19. PracTicAL MONTHLY CHECKLIST
A shorter monthly process is also advisable:
* Deposit all rent into the LLC account
+ Pay expenses only from the LLC account
* Reconcile bank statements
+ Save invoices and receipts
* Record any owner contributions or reimbursements
* Review delinquency and maintenance reports
* Ensure all tenant communications identify the correct landlord
» Escalate major repairs or legal issues for documented approval

20. CoMMON MISTAKES TO AVOID
The following practices frequently create unnecessary risk:
+ Holding title personally while operating as though the LLC owns the property
+ Signing leases personally instead of on behalf of the LLC
+ Mixing personal and LLC funds
+ Using undocumented owner withdrawals
+ Failing to keep an Operating Agreement current
+ Ignoring annual renewal filings
« Paying one entity's obligations from another entity's account
+ Entering into handshake deals with related parties
+ Maintaining no written approvals for major transactions
+ Letting insurance remain in the wrong name
+ Failing to update records after death, divorce, refinance, or transfer
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21. RECOMMENDED RECORD RETENTION FILE
For each rental-property LLC, maintain the following categories:

Corporate / LLC Records
+ formation documents
+ Operating Agreement
« amendments
« annual renewals
e written consents
* member ledger

Property Records

+ deed
+ title policy
* surveys

* loan documents
* appraisals
+ closing statements

Operations
* |eases

* notices

¢ management agreements
* vendor contracts

* maintenance logs

Financial
* bank statements
* accounting reports
* invoices
 tax returns
+ depreciation schedules
* loan statements

Risk and Compliance
* insurance policies
+ claims
+ licences
+ inspection reports
+ safety records
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