
Which State Is Right for  
Your Business?

F O R M I N G A N L L C



Starting a new business is a chance to dream 
big, define your mission, and bring your vision to 
life. There’s a unique thrill in brainstorming the 
perfect name, crafting a logo that feels just right, 
and building a brand that reflects your values 
and goals. 

It’s a creative process that is full of possibility 
and energy as you lay the foundation for what’s 
to come.

But alongside the excitement, there are also 
practical steps to take. One of the first critical 
decisions you’ll face when forming an LLC is 
selecting the state in which to register.

Need help deciding which state to form your 
LLC in? Consult with our business success 
advisors today. C O N TAC T U S ARROW-RIGHT

https://llcattorney.com/contact-us
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Advantages of Different States
Each state in the U.S. offers unique regulations, 
tax structures, and benefits that will impact your 
business’s operations and financial outcomes. From 
Delaware’s robust legal framework to Nevada’s tax 
advantages and Wyoming’s affordability and business-
friendly environment, the state you choose can affect 
everything from tax obligations to privacy protections 
and liability safeguards.

For many businesses, forming an LLC in their home 
state is the most practical option. But, if your business 
operates online, serves a national audience, or 
prioritizes factors like cost-efficiency or privacy, other 
states may offer compelling advantages. Choosing 
the right state isn’t just about compliance – it’s about 
setting your business up for long-term success. 

Easy-to-Follow Guide
If you’re overwhelmed at the process of selecting the 
state in which to form your business, this friendly, 
easy-to-follow guide will help you navigate this crucial 
decision.

This guide simplifies the process by comparing the 
benefits and trade-offs of forming an LLC in various 
states to get you on your way…with confidence.

Read on, and then get back to building the business of 
your dreams!

Summary
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Why Does the State of Formation Matter?

The state where you form your LLC directly impacts 
critical aspects of your business, including taxes, 
privacy, liability protection, and operating costs. 
Different states have unique laws and regulations that 
can either make running your business more efficient 
and cost-effective or add unnecessary burdens. 

The state you choose for your LLC affects:

1. 	Tax Obligations: States differ in their approach 
to taxes. Some impose income taxes, franchise 
taxes, or business privilege taxes, while others, like 
Wyoming or South Dakota, have no state income tax, 
potentially reducing your overall tax burden.

2. 	Privacy Protections: Certain states, such as 
Delaware, Nevada, and Wyoming, allow LLC owners 
to remain anonymous. This level of privacy can 
shield your personal information from public 
records.

3. 	Legal Protections: State laws vary in the level of 
liability protection they offer. For example, Delaware 
is known for its strong legal framework that favors 
business owners and provides significant protection 
against personal liability.

4. 	Operating Costs: Formation and maintenance 
expenses can range widely. For instance, filing 
fees, annual report fees, and franchise taxes differ 
by state. Wyoming is often praised for its low-cost 
LLC setup and maintenance fees, while California 

imposes higher costs with its annual minimum 
franchise tax.

5. 	Ease of Business: Pro-business states, such as 
Texas or Nevada, streamline regulatory processes, 
making it simpler to start and operate a business. 
States like Delaware offer specialized courts (e.g., 
the Court of Chancery) that handle business cases 
efficiently.

6. 	Business Environment: Some states are renowned 
for fostering a favorable business environment 
with robust resources, networking opportunities, 
and incentives tailored to attract and support 
businesses.

If your business primarily operates in one state, forming 
your LLC there is often the most straightforward 
choice. However, if your business has no fixed location 
or operates in multiple states, you may benefit from 
forming your LLC in a state known for its advantageous 
business laws.

1. Delaware
Delaware is one of the most popular states for LLC 
formation, especially for startups and businesses 
seeking investor funding.

Need Advice?
Get assistance on selecting the right state for 
your business formation.

C O N TAC T U S ARROW-RIGHT

https://llcattorney.com/contact-us
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ADVANTAGES:

Business-Friendly Legal System: Delaware's laws 
are highly flexible and designed to accommodate the 
needs of businesses. The Delaware Court of Chancery 
specializes in business law, offering efficient and 
expert dispute resolution.

Privacy: Delaware does not require the names of LLC 
members or managers to be listed in public filings, 
preserving anonymity.

No State Income Tax for Out-of-State Operations: 
Delaware does not tax LLCs that do not operate within 
the state.

Investor Appeal: Investors often prefer companies 
incorporated in Delaware due to the state’s predictable 
corporate laws and established legal precedents.

DISADVANTAGES:

Annual Costs: Delaware requires an annual franchise 
tax ($300 minimum for LLCs) and registered agent 
fees, which can add up.

Dual Compliance for Out-of-State Businesses: If 
your LLC operates outside Delaware, you’ll need to 
register as a foreign LLC in your home state, incurring 
additional fees and paperwork.

Best For: Startups seeking venture capital, businesses 
requiring robust legal protections, and those operating 
across multiple states.

 2. Nevada
Nevada has emerged as a top choice for entrepreneurs 
who value privacy and a favorable tax environment.

ADVANTAGES:

No State Income Tax: Nevada imposes no state 
income, franchise, or corporate taxes on LLCs.

Strong Privacy Protections: Members and managers’ 
names are not listed in public records, offering 
significant confidentiality.

Pro-Business Environment: Nevada does not require 
operating agreements or annual meetings, simplifying 
compliance.

DISADVANTAGES:

High Filing and Maintenance Fees: Nevada charges 
higher initial filing fees ($425) and annual business 
license fees ($350).

Limited Benefits for Out-of-State Operations: If your 
business operates primarily outside Nevada, you’ll still 
need to register and comply with regulations in your 
operating state.

Best For: Entrepreneurs prioritizing privacy and tax 
advantages who plan to operate within Nevada or 
online.

Learn More About LLC State 
Selection.
S C H E D U L E A C O N S U LTAT I O N T O DAY ARROW-RIGHT

https://llcattorney.com/contact-us
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3. Wyoming
Wyoming is often compared to Nevada but offers lower 
costs and equally strong benefits.

ADVANTAGES:

Low Costs: Wyoming has one of the lowest LLC 
formation fees ($100) and annual report fees ($60).

No State Taxes: Wyoming does not impose state 
income, corporate, or franchise taxes.

Asset Protection: Wyoming offers robust protections, 
including charging order protections, which safeguard 
personal assets from business liabilities.

Ease of Management: Flexible laws allow LLCs to 
operate without strict reporting requirements.

DISADVANTAGES:

Smaller Market: Wyoming's economy is smaller than 
that of larger states, which may limit local growth 
opportunities.

Foreign Qualification Costs: If your business operates 
outside Wyoming, you’ll need to register in your home 
state as a foreign LLC, increasing costs.

Best For: Cost-conscious entrepreneurs, those seeking 
strong asset protection, and online businesses.

 

4. Texas
Texas is a leading destination for businesses due to its 
economic strength and lack of personal state income 
tax.

ADVANTAGES:

Thriving Economy: Texas offers vast opportunities in 
industries like technology, energy, and healthcare.

No Personal State Income Tax: LLC members benefit 
from the state’s lack of personal income tax.

Ease of Formation: Texas provides a straightforward 
registration process and allows a variety of business 
activities.

DISADVANTAGES:

Franchise Tax: LLCs with revenues over $1.23 million 
(as of 2024) are subject to the Texas franchise tax, also 
known as the margin tax.

High Competition: Businesses may face intense 
competition, particularly in major cities.

Best For: Entrepreneurs seeking a large market and a 
vibrant economic environment.
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5. Florida
Florida combines a favorable tax environment with a 
growing economy, making it an appealing choice for 
LLC formation.

ADVANTAGES:

No Personal Income Tax: LLC members enjoy tax-free 
personal income.

Strategic Location: Florida’s proximity to Latin America 
and its status as a tourism and commerce hub provide 
significant opportunities.

Affordable Filing Fees: Florida’s formation fees are 
relatively low, starting at $125.

DISADVANTAGES:

Annual Fees: Florida requires an annual report filing fee 
of $138.75, higher than in some states.

Industry-Specific Challenges: Certain industries, such 
as real estate and hospitality, are highly competitive.

Best For: Entrepreneurs in tourism, commerce, or those 
targeting Florida’s diverse population.

 

6. New Mexico
New Mexico is an underrated state for LLC formation, 
particularly for those prioritizing privacy and low costs.

ADVANTAGES:

Anonymity: New Mexico LLCs do not require disclosure 
of member or manager names in public filings.

No Annual Reporting or Fees: New Mexico eliminates 
the need for annual reports or fees, reducing ongoing 
costs.

Low Formation Costs: The state’s LLC filing fee is just 
$50, making it one of the most affordable in the U.S.

No Franchise Tax: LLCs are not subject to a franchise 
tax, though state income taxes may apply based on 
operations.

DISADVANTAGES:

Smaller Market: New Mexico’s economy is smaller 
than other states, which may limit local business 
opportunities.

Limited Resources: Entrepreneurs may find fewer 
networking or venture capital opportunities compared 
to states like Delaware or California.

Best For: Entrepreneurs seeking maximum privacy, low 
maintenance costs, and simple compliance.
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When Must You Form an LLC in Your Home State?

While forming an LLC in a state with favorable laws 
might seem attractive, you are required to form an LLC 
in your home state if you satisfy any of the below:

Physical Presence: You operate a physical office, 
retail space, or warehouse in the state.Employees: You 
employ workers in a specific state.

Revenue Generation: You consistently conduct 
business or earn income in a particular state.

Licensing Requirements: Your business needs state-
specific permits or licenses.

If you form an LLC in one state but operate in another, 
you must register as a foreign LLC in the state of 
operation, incurring additional costs.

Choosing the Right State for Your 
New Business
L E A R N M O R E ARROW-RIGHT

https://llcattorney.com/planning-a-business/best-state-to-form-llc
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Choosing the Right State

The ideal state for LLC formation depends on your 
business type, operations, and goals:

Local Businesses: For businesses operating primarily 
within a single state, forming an LLC in your home state 
is typically the most straightforward and cost-effective 
option. This eliminates the need to register as a foreign 
LLC and pay additional fees in your operating state.

Online or National Businesses: If your business serves 
customers nationwide or operates online, consider 
states like Delaware, Wyoming, or Nevada. These 
states are known for their favorable business climates, 
including low or no corporate income tax, robust legal 
protections, and privacy benefits for LLC owners. 
Delaware offers a well-established legal framework 
with its Court of Chancery, while Wyoming has minimal 
filing fees and no annual franchise taxes.

Privacy and Cost-Focused Entrepreneurs: States 
like New Mexico offer unique benefits, including 
unparalleled privacy (no public disclosure of member 
or manager names) and low compliance costs. There 
is no requirement for annual reports or franchise taxes, 
making it ideal for those who prioritize confidentiality 
and affordability.

Specialized Needs: Certain industries or business 
models may benefit from specific state laws. For 
example, tech startups may favor Delaware for its 
investor-friendly structure, while real estate ventures 
may prefer Wyoming for its asset protection provisions.

Understanding State Fees 
When forming a business, it's important to understand 
that each state sets its own formation fees, which 
can vary widely based on local laws, administrative 
costs, and specific requirements for maintaining a 
business entity. While lower formation fees might seem 
appealing, choosing a state solely for its cost may not 
be the best decision if that state doesn’t align with 
your business needs, such as tax advantages, liability 
protections, or operational convenience. Below, you'll 
find a comprehensive grid of all 50 states and their 
formation fees, so that as you consider which state is 
best for you, you understand the required fee. 

LLC Formation

State Filing 
Fee State Filing  

Fee

Alabama $200 Nevada $75

Alaska $250 New Hampshire $100

Arizona $50 New Jersey $125

Arkansas $45 New Mexico $50

California $70 New York $200

Colorado $50 North Carolina $125

Connecticut $120 North Dakota $135

Delaware $140 Ohio $99

District of Columbia $149 Oklahoma $100

Florida $125 Oregon $100

Georgia $100 Pennsylvania $125

Hawaii $51 Rhode Island $150

Idaho $100 South Carolina $75

Illinois $150 South Dakota $150

Indiana $95 Tennessee $350

Iowa $50 Texas $300

Kansas $165 Utah $70

Kentucky $40 Vermont $125

Louisiana $100 Virginia $100

Maine $175 Washington $200

Maryland $100 West Virginia $100

Massachusetts $500 Wisconsin $130

Michigan $50 Wyoming $102

Minnesota $155 Montana $35

Mississippi $50 Nebraska $100

Missouri $50



L L C AT T O R N E Y . C O M

Start Your Dream Business Today…
With Expert Guidance

Ready to launch? Already know which state in 
which to form your business?

S TA R T M Y B U S I N E S S ARROW-RIGHT

Still unsure about the state in which to set up your new business? Consult 
with our business success advisors and get personalized guidance.

C O N TAC T U S  ARROW-RIGHT

https://llcattorney.com/
https://app.llcattorney.com/new-company/state
https://llcattorney.com/contact-us

