
Forming a limited liability company (LLC) is a common way to organize a small business in the United States. But
submitting a state filing is only one part of getting started. You’ll also need to separate business and personal
finances, understand your tax and licensing obligations, and plan for the real cost of paying people if you hire.

The right order matters. Before you choose a formation service or open a payroll account, get clear on what your
business will do, where it will operate, and whether an LLC is a good fit. This guide walks through the main steps,
explains common costs, and shows how free calculators can help you make better decisions.

First, decide whether an LLC fits your business
An LLC is a legal business structure created under state law. It can help separate business obligations from your
personal assets, but that protection is not absolute. Personal guarantees, certain claims, failure to maintain
required records, and other circumstances may create personal exposure. An LLC also does not automatically
determine how you pay taxes: tax treatment depends on your situation and any elections you make.

Before filing, ask yourself:

Will you be the only owner, or will there be multiple members?

Will you operate in one state or do business in several?

Will you hire employees or work with independent contractors?

Do you need special professional, industry, or local licenses?

Would a corporation or another structure better fit your plans for investors or ownership?

If you have co-owners, substantial liability concerns, plans to raise investment, or complicated tax questions, talk
with a business attorney or tax professional before filing. A short conversation now can prevent expensive cleanup
later.

How to form an LLC: a practical sequence

1. Choose the state where you’ll form the business

For many small businesses, the sensible starting point is the state where the business is actually based.
Forming elsewhere can mean extra registration, fees, and paperwork if you still have to register as a foreign
LLC in your home state. Your state’s rules, filing fees, annual reports, publication requirements, and taxes can
differ significantly.

2. Check the business name

Search your state’s business entity database to see whether the name is available and meets naming rules.
Also check trademarks, website domains, and social handles. State approval of an LLC name does not
necessarily give you trademark rights or guarantee that another business won’t object to its use.

3. Select a registered agent

An LLC generally needs a registered agent with a physical address in the state. The agent receives legal notices
and other official documents. You may be able to serve as your own agent, but consider whether you can
reliably receive documents during business hours and whether you want your address listed publicly.
Requirements and available options vary by state.



4. Submit the state filing

File the formation document, often called the articles of organization, with the appropriate state agency. The
state filing is what legally creates the LLC once accepted. Check the official state website for the current form,
fee, processing time, and any additional steps. A formation service such as LegalZoom LLC can help with
paperwork, but the state—not the service—approves the filing.

5. Write an operating agreement

An operating agreement explains ownership, decision-making, profit distributions, and what happens if a
member leaves or the business closes. Some states require one or have specific rules; even where it is not
required, it can help prevent disputes. A generic template may not fit a multi-owner business or a complex
arrangement.

6. Get tax and licensing details in order

Apply for an Employer Identification Number (EIN) from the IRS when needed, such as when hiring employees
or having multiple members. Check federal, state, county, and city requirements for business licenses, sales tax
registration, and industry permits. If you hire, you’ll also need to handle employer tax registrations and state-
specific new-hire requirements.

7. Open separate business finances

Use a business bank account and keep business and personal transactions separate. This supports cleaner
bookkeeping and helps maintain the boundary between you and the LLC. Set up a basic process for receipts,
invoices, expenses, and owner contributions before transactions pile up.

What does business formation really cost?
The state filing fee is only one part of the cost. Your total may include a registered agent, local licenses, an
operating agreement, professional advice, annual reports, and taxes. Some states also have recurring fees or
unusual filing requirements. Before you pay a formation service, compare its price with the state’s direct filing
option and check what is included.



Cost item What to check State filing Current fee, processing speed, and whether recurring reports or fees apply
Formation service Whether registered-agent service, document preparation, or compliance reminders cost extra
Licenses and permits Federal, state, county, city, and industry-specific requirements Professional help Attorney or
tax-adviser fees for questions that a basic filing service cannot resolve

Free small business calculators can help you estimate startup expenses, break-even sales, cash flow, payroll costs,
and take-home pay. Treat calculator results as planning estimates, not official tax or legal guidance. Check the
assumptions—especially state taxes, benefit costs, and filing fees—before making decisions.

Before hiring: calculate the true cost of an employee
A salary is not the full cost of an employee. Employers may also pay the employer share of Social Security and
Medicare taxes, federal and state unemployment taxes, workers’ compensation, benefits, payroll administration,
and recruiting or training expenses. The amounts depend on the employee’s location, wages, role, and benefits.

Here’s a simplified annual example for a $60,000 employee. It is an illustration, not a quote or a national average:

Estimated cost Example calculation Annual amount Salary Base pay $60,000 Employer Social Security and
Medicare $60,000 × 7.65% $4,590 Unemployment taxes Illustrative assumed amount; actual rates and wage
bases vary $312 Benefits Illustrative annual employer cost $6,000 Workers’ compensation Illustrative estimate;
depends on state, job, and insurer $600 Estimated total $71,502

That estimate is about $11,500 above the salary, before recruiting, equipment, paid leave, or payroll software. Your
actual number could be lower or higher. State unemployment rates, workers’ compensation rules, benefits, and
local requirements are not one-size-fits-all. Use your state agency’s information and a payroll-cost calculator to
replace the example assumptions.

Estimate take-home pay before you promise a paycheck
Employees usually take home less than their gross wages because of federal and state income-tax withholding,
Social Security and Medicare taxes, and any benefit deductions. Withholding is an estimate toward the employee’s
tax bill, not the final tax calculation. Filing status, W-4 entries, work location, pay frequency, and deductions all
matter.

For a quick back-of-the-napkin example, a $60,000 annual salary paid twice a month equals $2,500 gross per
paycheck before deductions. That does not mean the employee receives $2,500. Use a paycheck calculator with
the employee’s state and pay frequency, and make the assumptions clear. The IRS Tax Withholding Estimator can
help employees review federal withholding; state tax agencies may offer their own tools.

When comparing payroll providers, check whether the service supports your employees’ work states, tax filings,
direct deposit, new-hire reporting, and year-end forms. Gusto is one payroll and benefits platform small
businesses may consider. QuickBooks can support accounting and, depending on the products selected, payroll
workflows. Compare current plan details, add-on costs, and state coverage rather than assuming every feature is
included.

Don’t overlook employee turnover cost
Turnover costs can include job advertising, recruiter time, interviews, background checks, onboarding, training, lost
productivity, and temporary coverage. There is no universal cost-per-departure figure that fits every business, so
estimate it from your own expenses.



Try this simple formula:

Turnover cost per employee = recruiting costs + onboarding and training costs + temporary coverage +
estimated lost productivity

For example, suppose a small business spends $1,500 recruiting, $2,000 onboarding and training, $1,000 on
temporary coverage, and estimates $3,000 in lost productivity. The estimated cost of that departure is $7,500. If
three employees leave in a year, that is $22,500—before considering effects on customer service or the remaining
team.

Use a turnover calculator as a starting point, but write down what you included. Avoid counting the same cost
twice, and separate cash expenses from estimates such as lost productivity. This math can help you compare the
cost of retention measures—like better onboarding or clearer scheduling—with the cost of repeatedly replacing
staff.

Set up bookkeeping and payroll workflows early
Once the LLC is formed, decide how you’ll track money before you have a backlog of transactions. A simple
workflow might include:

Use a dedicated business bank account and payment method.

Record income and expenses regularly and attach receipts.

Set aside money for tax payments rather than treating all cash in the account as spendable.

Reconcile bank and credit-card accounts each month.

If hiring, document pay rates, work locations, timekeeping, and required employee forms.

QuickBooks is a bookkeeping and accounting option that can help organize transactions and produce financial
reports. Gusto is a payroll option that can help manage pay runs and related payroll administration. Neither tool
replaces checking your legal obligations or reviewing your books. Confirm integrations, plan limits, fees, and state-
specific features before choosing a setup.

What should you do first? A short checklist
1. Write down what the business will sell, where it will operate, and who will own it.

2. Check the official state requirements, name availability, filing fee, and recurring obligations.

3. Decide whether you need an attorney or tax professional before filing.

4. Submit the state filing and create an operating agreement suited to the ownership structure.

5. Get the necessary tax IDs, licenses, and registrations.

6. Open a business bank account and establish bookkeeping habits.

7. Before hiring, estimate total employer cost, employee take-home pay, and potential turnover costs.

Business formation is not just a paperwork task. The state filing creates the LLC, but thoughtful planning, separate
finances, and sound payroll and bookkeeping processes help you operate it responsibly. Start with
https://americanbusinesscenter.org/ your state’s official guidance, use free calculators to test your assumptions,
and get professional advice when the details could materially affect your liability or taxes.



This article is general educational information, not legal, tax, or financial advice. State rules and vendor prices
change; verify current requirements and fees with the relevant agencies and providers.


