Choosing the Right Business
Structure: Why LLCs Stand Out

When you start a business, one of the mostimportant early
decisions you’llmake is choosing your business structure. This

choice affects your taxes, your personal liability, how you raise

money, and even how much paperwork you’ll need to do.

There’s no one-size-fits-all answer — but for many entrepreneurs, the limited liability
company (LLC) offers the right balance of protection, flexibility, and simplicity.

In this post, we’ll explain what an LLC is, compare it to other common business structures,
and help you decide which might be right foryou.

What Is an LLC?

An LLC (Limited Liability Company) is a flexible business structure that combines the
limited liability protections of a corporation with the pass-through taxation of a sole
proprietorship or partnership.

Key Features of an LLC:

e Limited liability protection —Your personal assets (like your house or car) are
generally protected from business debts and lawsuits.

e Pass-through taxation — Profits and losses pass through to your personal tax return,
avoiding corporate double taxation.

¢ Flexible management - LLCs can be managed by owners (members) or appointed
managers.

e Fewer formalities — Less paperwork than corporations, with simpler recordkeeping
requirements.

How LLCs Compare to Other Business Structures

1. Sole Proprietorship
e Definition: An unincorporated business owned and run by one person.
e Advantages: Simple to set up, complete control, minimal paperwork.
e Drawbacks: No personalliability protection — your personal assets can be

taken to pay business debts.
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Partnership

Definition: A business owned by two or more people who share profits, losses,
and responsibilities.

Advantages: Easy to establish, pooled resources and skills, pass-through
taxation.

Drawbacks: Each partner is personally liable for business debts and actions of
the other partners.

. Corporation (C-Corp)

Definition: A separate legal entity owned by shareholders, managed by a board
of directors.
Advantages: Strong liability protection, ability to raise capital through stock,

perpetual existence.
Drawbacks: More complex and costly to set up, double taxation (profits taxed at

the corporate level and again as dividends).

. S Corporation

Definition: A tax classification (not a business type) that allows a corporation or
LLC to pass profits directly to shareholders’ personal tax returns.

Advantages: Avoids double taxation, can reduce self-employment taxes.
Drawbacks: Stricter ownership rules (limited number of shareholders, all must
be U.S. citizens or residents).

Nonprofit Corporation

Definition: An organization formed for charitable, educational, religious, or
similar purposes, eligible for tax-exempt status.

Advantages: Exempt from federalincome tax, eligible for grants and donations.
Drawbacks: Must follow strict operational rules, profits can’t be distributed to
members or directors.

Why Many Entrepreneurs Choose LLCs

While each business structure has its place, the LLC often strikes the perfect balance for

smallto mid-sized businesses:
Protection without complexity — You get liability protection like a corporation

without the heavy formalities.
Tax flexibility - Choose to be taxed as a sole proprietor, partnership, S corporation,

oreven a C corporation if it makes sense.
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e Credibility - “LLC” after your business name can increase trust with customers,
partners, and lenders.
e Easyto maintain — Simple annual requirements compared to corporations.

Which Structure Is Right for You?

Your choice should consider:
e How much personalliability protection you need
e How you wantyourbusiness to be taxed
e Yourplansforraising capital
e Yourtolerance for paperwork and compliance requirements

For many new business owners, an LLC provides enough protection and flexibility to grow
without overcomplicating operations.

Next Step:

ADG Express can help you form your LLC quickly and correctly — so you start your business
with the right foundation and a structure that supports your growth.
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