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LLC vs. Corporation

Key Differences Explained

Liability Protection

LLC (Limited Liability Company): Corporation:

Offers personal liability protection. Your personal Also provides personal liability protection, similar
assets (e.g., house, savings) are generally to an LLC. Shareholders are generally not liable
shielded from business debts and lawsuits. for the corporation's debts and obligations.

W Think of it as a shield between your business iy Separate legal entity that protects owners.

and personal finances.

Taxation
LLC (Limited Liability Company): Corporation:
Offers flexible tax options: Has different tax implications:
e Pass-through taxation (default): Profits e C-Corp: Subject to double taxation
and losses are reported on the owner's (corporate level and shareholder level).
personal income tax return. e S-Corp: Profits and losses are passed
e Corporate taxation (optional): Can elect to through to the shareholders' personal income
be taxed as an S-corp or C-corp. tax returns (similar to LLC).
«* Simpler taxes, unless you choose otherwise. Can be more complex, especially with C-
corps.

Management Structure

LLC (Limited Liability Company): Corporation:
Flexible management structure: More rigid structure:
e Member-managed: Members (owners) e Shareholders elect a board of directors.
directly manage the business. e The board appoints officers to manage the
e Manager-managed: Managers (who may or day-to-day operations.
may not be members) are appointed to run
the business. ¥ Clear hierarchy and responsibilities.

. More freedom in how you organize.



Formalities & Compliance

LLC (Limited Liability Company): Corporation:

Generally fewer ongoing formalities compared to  Subject to more stringent compliance
corporations. requirements (e.g., annual meetings, record-

\ keeping).
+ Less paperwork and red tape.

More rules to follow to stay compliant.

Raising Capital
LLC (Limited Liability Company): Corporation:
Can raise capital by: Easier to raise capital through the sale of stock
(shares).
e Loans
e Investments from members A~ Attract investors by selling ownership.

e Issuing membership interests

$ Raising capital can be more difficult than with
a corporation.

Summary

Choosing between an LLC and a Corporation depends on your specific business needs and goals.
LLCs offer flexibility and simpler taxation, while Corporations provide a more structured environment
and easier access to capital. Consider consulting with a legal and financial professional to determine
the best choice for your situation. FileForms can help you navigate the formation process for both
LLCs and Corporations.



