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14 Common Mistakes 

Common Actions That Pierce the Corporate Veil & Put ALL Your 
Personal Assets at Risk 

 
1. Failure to keep separate financial records and bank accounts. 
 
2. Failure to keep the corporation in good standing. 
 
3. Failure to operate related corporations autonomously. 
 
4. Co-mingling funds (not keeping business and personal funds separate) 

a. Personal payments made to business credit or business payments paid directly to personal 
credit which is a violation according to the terms of the credit card agreement. 

b. An owner gives a personal guarantee for a loan or uses personal collateral (like the owner's 
home) for a loan. 

c. Any other version of co-mingling debt, lines, loans, or credit between business and personal. 
d. Diverting business assets for personal use without proper documentation (in the case of a loan 

to a shareholder or offer, for example). 
 
5. Not holding annual meetings of directors and shareholders or members. 
 
6. Failing to keep corporate or LLC records including minutes, resolutions, amendments of all major 

decisions. 
 
7. Officers or directors not functioning in their business capacities or functioning and not documenting 

their actions. 
 
8. Lack of payment of payroll taxes, including federal and state withholding and FICA taxes. 
 
9. Failure to adopt company By-Laws, or Operating Agreements and making sure that officers, agents, 

and employees abide by those By-Laws. 
 
10. Failure to make a reasonable initial investment in the corporation or LLC so that it is adequately 

capitalized. 
 
11. Use the corporation or LLC to engage in illegal, fraudulent, or reckless acts. 
 
12. Failure to make sure the corporation or LLC is conspicuously identified as "Inc." or "LLC" on all 

business cards, letters, letterhead, quotes, invoices, statements, directory listings, advertisements, 
websites, and all other forms of company communication. 

 
13. Failure to properly sign company documents – Must clearly state your representative capacity (such 

as, "Jane Doe, President, Acme LLC.")  DO NOT SIGN PERSONALLY (such as “Jane Doe” without 
listing title & Co/Corp name). 

 
14. Domination of the Corporation by One Shareholder (this alone will not pierce your corporate veil, but 

you MUST follow all other policies, procedures, formalities, and By-Laws). 
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