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SUMMARY

The Utah Supreme Court reviewed whether a loan agreement and trust deed executed by an LLC
manager were valid and binding on the LL.C despite an operating-agreement provision requiring
member authorization for loans. The court held that Utah Code section 48-2b-127(2), which
specifically addressed instruments involving the acquisition, mortgage, or disposition of LL.C property,
controlled over the more general manager-authority provision and made the documents binding. The

court affirmed dismissal of the plaintiffs' claims against the lender.
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QUESTIONS PRESENTED

1. Whether Utah Code section 48-2b-127(2), rather than section 48-2b-125(2)(b), governed the validity of
loan and trust-deed documents executed by an LL.C manager.

2. Whether the loan documents were valid and binding on the LLC even though the operating agreement

required member authorization for loans.

3. Whether Mount Olympus was liable for failing to conduct additional diligence regarding Jerez's
authority to bind the LLC.

HOLDINGS

1. Section 48-2b-127(2) is the more specific statute and governs instruments and documents providing for
the acquisition, mortgage, or disposition of LL.C property, taking precedence over the more general

manager-authority provision in section 48-2b-125(2)(b).

2. The loan agreement documents executed by Jerez as the LLC's designated manager were valid and
binding on the LL.C under section 48-2b-127(2), notwithstanding the operating agreement's member-
authorization requirement.

3. Mount Olympus was not liable to the plaintiffs for Jerez's actions because it did all that was required

under section 48-2b-127(2) by relying on Jerez's execution of the documents as the LLC's manager.

KEY QUOTATIONS

“Moreover, if we were to hold that section 48-2b-125(2)(b) is the more specific provision, we would
essentially render section 48-2b-127(2) "superfluous and inoperative," Hall, 2001 UT 34, 9 15, 24 P.3d 958,
because section 48-2b-127(2) would simply restate section 48-2b-125(2)(b) and would therefore be subsumed
by section 48-2b-125(2)(b).” (11 15)

“According to this section, the documents are binding if they are covered by the statute and if executed by a

manager. There are no other requirements for such documents to be binding on a limited liability company.”
(117)

FACTUAL BACKGROUND

Taghipour, Rahemi, and Jerez formed a Utah limited liability company to purchase and develop real property,
and the LLC's articles designated Jerez as its manager. Although the operating agreement required member
authorization for LLC loans, Jerez independently borrowed $25,000 from Mount Olympus and executed a trust
deed encumbering the LLC's property. Mount Olympus verified only that Jerez was the LL.C's manager, Jerez
absconded with the loan proceeds, and the LL.C defaulted, resulting in foreclosure without notice to the other

members.



PROCEDURAL HISTORY

The LLC members and the LL.C sued Mount Olympus Financial and Jerez after Jerez, acting as the LLC's

manager, executed a loan secured by the LLC's real property without the other members' knowledge. The trial

court dismissed the claims against Mount Olympus under Utah Code section 48-2b-127(2). The Utah Court of

Appeals affirmed, and the Utah Supreme Court granted certiorari and affirmed the court of appeals.
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