FOREIGN COMPANY DOING BUSINESS IN CALIFORNIA

FOREIGN COMPANY DOING BUSINESS IN CALIFORNIA PRESENTS NUMEROUS OPPORTUNITIES AND CHALLENGES DUE TO THE STATE'S
DYNAMIC ECONOMY AND REGULATORY ENVIRONMENT. CALIFORNIA, AS ONE OF THE LARGEST ECONOMIES IN THE WORLD,
ATTRACTS MANY FOREIGN ENTITIES AIMING TO EXPAND THEIR MARKET PRESENCE. HO\X/EVER, NAVIGATING THE LEGAL, TAX, AND
OPERATIONAL REQUIREMENTS CAN BE COMPLEX FOR INTERNATIONAL CORPORATIONS. THIS ARTICLE PROVIDES A COMPREHENSIVE
OVERVIEW OF WHAT FOREIGN COMPANIES MUST CONSIDER WHEN ENTERING THE CALIFORNIA MARKET, INCLUDING REGISTRATION
REQUIREMENTS, TAX OBLIGATIONS, COMPLIANCE RULES, AND STRATEGIC BUSINESS CONSIDERATIONS. (UNDERSTANDING THESE
FACTORS IS CRUCIAL FOR ENSURING SMOOTH BUSINESS OPERATIONS AND LEGAL COMPLIANCE IN THE STATE. [HE FOLLOWING
SECTIONS WILL EXPLORE THE ESSENTIAL STEPS AND BEST PRACTICES FOR FOREIGN COMPANIES DOING BUSINESS IN CALIFORNIA.

LEGAL REQUIREMENTS FOR FOREIGN COMPANIES IN CALIFORNIA

REGISTRATION PROCESS AND DOCUMENTATION

o TAXATION AND FINANCIAL OBLIGATIONS

e COMPLIANCE AND REPORTING STANDARDS

BUSINESS STRATEGIES FOR SUCCESS IN CALIFORNIA

LEGAL REQUIREMENTS FOR FOREIGN COMPANIES IN CALIFORNIA

FOREIGN COMPANIES DOING BUSINESS IN CALIFORNIA MUST ADHERE TO SPECIFIC LEGAL REQUIREMENTS TO OPERATE LAWFULLY
WITHIN THE STATE. THESE REQUIREMENTS ENSURE THAT OUT-OF-STATE OR INTERNATIONAL BUSINESSES COMPLY WITH
CALIFORNIA LAWS AND REGULATIONS DESIGNED TO PROTECT CONSUMERS, EMPLOYEES, AND THE MARKET. LEGAL OBLIGATIONS
TYPICALLY INCLUDE OBTAINING NECESSARY LICENSES, APPOINTING REGISTERED AGENTS, AND UNDERSTANDING THE DEFINITION OF
“DOING BUSINESS™ IN CALIFORNIA.

DeriNITION oF DoING BUSINESS IN CALIFORNIA

CALIFORNIA LAW BROADLY DEFINES “DOING BUSINESS” AS ACTIVELY ENGAGING IN ANY TRANSACTION OF BUSINESS WITHIN THE
STATE. THIS CAN INCLUDE SELLING GOODS, PROVIDING SERVICES, OR MAINTAINING AN OFFICE OR EMPLOYEES IN CALIFORNIA.
FOREIGN COMPANIES MUST EVALUATE THEIR ACTIVITIES TO DETERMINE IF THEY MEET THE THRESHOLD FOR DOING BUSINESS IN THE
STATE, AS THIS TRIGGERS REGISTRATION AND TAX RESPONSIBILITIES.

LICENSING AND PERMITS

DEPENDING ON THE INDUSTRY AND BUSINESS ACTIVITIES, FOREIGN COMPANIES MAY NEED TO SECURE SPECIFIC LICENSES OR PERMITS
TO LEGALLY OPERATE IN CALIFORNIA. THIS INCLUDES STATE-LEVEL BUSINESS LICENSES, PROFESSIONAL LICENSES, AND LOCAL
PERMITS FROM CITY OR COUNTY AUTHORITIES. COMPLIANCE WITH THESE REQUIREMENTS IS ESSENTIAL TO AVOID FINES AND
LEGAL PENALTIES.

REGISTRATION PROCESS AND DOCUMENTATION

BEFORE COMMENCING OPERATIONS, A FOREIGN COMPANY DOING BUSINESS IN CALIFORNIA MUST REGISTER WITH THE CALIFORNIA
SECRETARY OF STATE. THIS REGISTRATION PROCESS FORMALIZES THE COMPANY’S LEGAL PRESENCE AND ALLOWS THE STATE TO
REGULATE AND MONITOR ITS ACTIVITIES.



FILING A STATEMENT OF INFORMATION

FOREIGN CORPORATIONS ARE REQUIRED TO FILE A STATEMENT OF INFORMATION WITHIN 90 DAYS OF REGISTERING. THIS
DOCUMENT PROVIDES ESSENTIAL INFORMATION ABOUT THE COMPANY’S ADDRESS, OFFICERS, AND AGENT FOR SERVICE OF
PROCESS IN CALIFORNIA. |T MUST BE UPDATED BIENNIALLY.

CerTIFICATE OF QUALIFICATION

To REGISTER, A FOREIGN COMPANY MUST FILE AN APPLICATION FOR CERTIFICATE OF QUALIFICATION, \WHICH INCLUDES
SUBMITTING THE COMPANY’S FORMATION DOCUMENTS FROM ITS HOME JURISDICTION. THIS CERTIFICATE AUTHORIZES THE
COMPANY TO TRANSACT BUSINESS LEGALLY IN CALIFORNIA.

REGISTERED AGENT REQUIREMENT

ALL FOREIGN COMPANIES MUST DESIGNATE A REGISTERED AGENT WITH A PHYSICAL ADDRESS IN CALIFORNIA. THE REGISTERED
AGENT IS RESPONSIBLE FOR RECEIVING LEGAL DOCUMENTS AND OFFICIAL GOVERNMENT CORRESPONDENCE ON BEHALF OF THE
COMPANY.

TAXATION AND FINANCIAL OBLIGATIONS

FOREIGN COMPANIES DOING BUSINESS IN CALIFORNIA ARE SUBJECT TO VARIOUS TAX OBLIGATIONS THAT DIFFER FROM THOSE
APPLICABLE TO DOMESTIC COMPANIES. UUNDERSTANDING THESE TAX REQUIREMENTS IS CRITICAL FOR FINANCIAL PLANNING AND
LEGAL COMPLIANCE.

CALIFORNIA FRANCHISE TAX

FOREIGN CORPORATIONS ARE REQUIRED TO PAY THE CALIFORNIA FRANCHISE —I_AX/ WHICH IS A MINIMUM ANNUAL TAX IMPOSED
ON ENTITIES DOING BUSINESS IN THE STATE. THE TAX AMOUNT VARIES DEPENDING ON THE COMPANY’S INCOME AND BUSINESS
STRUCTURE BUT HAS A MINIMUM THRESHOLD THAT MUST BE MET REGARDLESS OF PROFITABILITY.

INcOME TAX AND WITHHOLDING

FOREIGN COMPANIES EARNING INCOME FROM CALIFORNIA SOURCES MUST FILE STATE INCOME TAX RETURNS. ADDITIONALLY,
CALIFORNIA MANDATES WITHHOLDING TAX ON PAYMENTS MADE TO NON-RESIDENT ENTITIES AND EMPLOYEES, WHICH
NECESSITATES CAREFUL PAYROLL AND ACCOUNTING PRACTICES.

SALES AND Use Tax

IF A FOREIGN COMPANY SELLS TANGIBLE GOODS IN CALIFORNIA, IT MUST COLLECT AND REMIT SALES TAX TO THE CALIFORNIA
DEPARTMENT OF TAX AND FEE ADMINISTRATION. USE TAX MAY ALSO APPLY TO GOODS PURCHASED OUT-OF-STATE BUT USED
WITHIN CALIFORNIA.

TAX REGISTRATION AND REPORTING

REGISTRATION WITH THE CALIFORNIA DEPARTMENT OF T AX AND FEE ADMINISTRATION IS REQUIRED FOR COLLECTING SALES TAX
AND OTHER BUSINESS-RELATED TAXES. BUSINESSES MUST ALSO COMPLY WITH PERIODIC REPORTING AND REMITTING SCHEDULES
TO AVOID PENALTIES.



COMPLIANCE AND REPORTING STANDARDS

MAINTAINING COMPLIANCE WITH CALIFORNIA’S REGULATORY FRAMEWORK IS ESSENTIAL FOR FOREIGN COMPANIES TO AVOID
LEGAL ISSUES AND PROTECT THEIR BUSINESS REPUTATION. THIS INCLUDES ADHERING TO REPORTING DEADLINES, MAINTAINING
PROPER RECORDS, AND FOLLOWING EMPLOYMENT LAWS.

ANNUAL REPORTING REQUIREMENTS

FOREIGN CORPORATIONS MUST FILE AN ANNUAL OR BIENNIAL STATEMENT OF INFORMATION WITH UPDATED COMPANY DETAILS.
FAILURE TO FILE CAN RESULT IN SUSPENSION OR FORFEITURE OF THE RIGHT TO DO BUSINESS IN CALIFORNIA.

EMPLOYMENT LAW COMPLIANCE

CALIFORNIA HAS STRINGENT LABOR AND EMPLOYMENT REGULATIONS THAT FOREIGN COMPANIES MUST FOLLOW. THESE INCLUDE
WAGE LAWS, EMPLOYEE BENEFITS, WORKPLACE SAFETY, AND ANTI-DISCRIMINATION STATUTES. COMPLIANCE WITH THESE
REGULATIONS IS MANDATORY FOR ALL EMPLOYERS OPERATING IN THE STATE.

RecorD-KeerPING OBLIGATIONS

ACCURATE AND DETAILED RECORD-KEEPING IS REQUIRED FOR TAX, LEGAL, AND COMPLIANCE PURPOSES. FOREIGN COMPANIES
SHOULD MAINTAIN FINANCIAL STATEMENTS, TAX FILINGS, EMPLOYEE RECORDS, AND CORPORATE DOCUMENTS IN ACCORDANCE
WITH CALIFORNIA LAW.

BUSINESS STRATEGIES FOR SUCCESS IN CALIFORNIA

SUCCESSFULLY OPERATING AS A FOREIGN COMPANY IN CALIFORNIA REQUIRES STRATEGIC PLANNING THAT ADDRESSES MARKET
ENTRY, LOCAL COMPETITION, AND REGULATORY CHALLENGES. (UNDERSTANDING THE UNIQUE BUSINESS ENVIRONMENT OF
CALIFORNIA CAN ENHANCE GROWTH AND PROFITABILITY.

MARKET RESEARCH AND LOCALIZATION

CONDUCTING THOROUGH MARKET RESEARCH IS VITAL TO UNDERSTAND CONSUMER PREFERENCES, LOCAL TRENDS, AND
COMPETITIVE DYNAMICS. ADAPTING PRODUCTS OR SERVICES TO MEET CALIFORNIA’S DIVERSE DEMOGRAPHICS AND REGULATORY
STANDARDS CAN IMPROVE MARKET ACCEPTANCE.

PARTNERSHIPS AND NET\WORKING

BUILDING RELATIONSHIPS WITH LOCAL BUSINESSES, GOVERNMENT AGENCIES, AND INDUSTRY GROUPS CAN PROVIDE VALUABLE
INSIGHTS AND SUPPORT. STRATEGIC PARTNERSHIPS FACILITATE MARKET PENETRATION AND HELP NAVIGATE THE COMPLEXITIES OF
THE CALIFORNIA BUSINESS LANDSCAPE.

LEVERAGING TECHNOLOGY AND INNOVATION

CALIFORNIA IS A GLOBAL HUB FOR TECHNOLOGY AND INNOVATION, OFFERING FOREIGN COMPANIES OPPORTUNITIES TO INTEGRATE
ADVANCED SOLUTIONS AND IMPROVE OPERATIONAL EFFICIENCY. EMBRACING DIGITAL TRANSFORMATION ALIGNS WITH THE
STATE’S PROGRESSIVE BUSINESS CULTURE.



CoMPLIANCE MANAGEMENT SYSTEMS

IMPLEMENTING ROBUST COMPLIANCE MANAGEMENT SYSTEMS HELPS FOREIGN COMPANIES MONITOR REGULATORY CHANGES, MANAGE
RISKS, AND ENSURE ONGOING ADHERENCE TO CALIFORNIA LAWS. PROACTIVE COMPLIANCE REDUCES LEGAL EXPOSURE AND
FOSTERS SUSTAINABLE BUSINESS GROW TH.

SUMMARY OF Key CONSIDERATIONS

REGISTER PROMPTLY WITH THE CALIFORNIA SECRETARY OF STATE AND MAINTAIN ACCURATE FILINGS

e UNDERSTAND AND COMPLY WITH STATE TAX OBLIGATIONS INCLUDING FRANCHISE, INCOME, AND SALES TAXES
® DESIGNATE A REGISTERED AGENT WITHIN CALIFORNIA FOR LEGAL CORRESPONDENCE
® ADHERE STRICTLY TO EMPLOYMENT LAWS AND MAINTAIN THOROUGH RECORDS

o DEVELOP LOCAL MARKET STRATEGIES AND LEVERAGE PARTNERSHIPS TO ENHANCE BUSINESS SUCCESS

FREQUENTLY ASkeD QUESTIONS

WHAT IS A FOREIGN COMPANY IN THE CONTEXT OF DOING BUSINESS IN CALIFORNIAP

A FOREIGN COMPANY REFERS TO A BUSINESS ENTITY THAT IS INCORPORATED OR ORGANIZED OUTSIDE OF CALIFORNIA BUT
WANTS TO CONDUCT BUSINESS WITHIN THE STATE.

WHAT ARE THE REQUIREMENTS FOR A FOREIGN COMPANY TO REGISTER IN CALIFORNIA?

A FOREIGN COMPANY MUST FILE AN APPLICATION FOR REGISTRATION WITH THE CALIFORNIA SECRETARY OF STATE, APPOINT A
REGISTERED AGENT IN CALIFORNIA, AND PAY THE REQUIRED FEES TO LEGALLY TRANSACT BUSINESS IN THE STATE.

DoEs A FOREIGN COMPANY NEED A CALIFORNIA BUSINESS LICENSE TO OPERATEP

YES, DEPENDING ON THE TYPE OF BUSINESS AND LOCATION, A FOREIGN COMPANY MAY NEED TO OBTAIN LOCAL BUSINESS
LICENSES OR PERMITS TO LEGALLY OPERATE IN CALIFORNIA.

WHAT TAXES APPLY TO FOREIGN COMPANIES DOING BUSINESS IN CALIFORNIA?

FOREIGN COMPANIES ARE SUBJECT TO CALIFORNIA STATE TAXES, INCLUDING THE CORPORATE INCOME TAX OR FRANCHISE TAX
SALES TAX, AND EMPLOYMENT TAXES IF THEY HAVE EMPLOYEES IN THE STATE.

1

ARE FOREIGN COMPANIES REQUIRED TO FILE ANNUAL REPORTS IN CALIFORNIA?

YES, FOREIGN CORPORATIONS MUST FILE A STATEMENT OF INFORMATION (ForM SI-550) WiTH THE CALIFORNIA SECRETARY
OF STATE EVERY YEAR OR EVERY TWO YEARS DEPENDING ON THE ENTITY TYPE.

CAN A FOREIGN COMPANY OPEN A BANK ACCOUNT IN CALIFORNIA?

YES/ A FOREIGN COMPANY REGISTERED TO DO BUSINESS IN CALIFORNIA CAN OPEN A BANK ACCOUNT IN THE STATE, USUALLY
REQUIRING PROOF OF REGISTRATION AND IDENTIFICATION DOCUMENTS.



\WHAT IS A REGISTERED AGENT AND IS IT REQUIRED FOR FOREIGN COMPANIES IN
CALIFORNIA?

A REGISTERED AGENT IS A PERSON OR BUSINESS AUTHORIZED TO RECEIVE LEGAL DOCUMENTS ON BEHALF OF THE COMPANY.
CALIFORNIA REQUIRES FOREIGN COMPANIES TO DESIGNATE A REGISTERED AGENT WITH A PHYSICAL ADDRESS IN THE STATE.

How DOES A FOREIGN COMPANY DISSOLVE OR WITHDRAW FROM DOING BUSINESS IN
CALIFORNIAP

A FOREIGN COMPANY MUST FILE A CERTIFICATE OF SURRENDER OR W/ ITHDRAWAL WITH THE CALIFORNIA SECRETARY OF STATE
TO LEGALLY CEASE ITS AUTHORITY TO DO BUSINESS IN CALIFORNIA.

ARE THERE ANY RESTRICTIONS ON THE TYPES OF BUSINESSES FOREIGN COMPANIES CAN
OPERATE IN CALIFORNIA?

GENERALLY, FOREIGN COMPANIES CAN OPERATE MOST TYPES OF BUSINESSES IN CALIFORNIA, BUT CERTAIN INDUSTRIES SUCH AS
FINANCIAL SERVICES OR HEALTHCARE MAY HAVE ADDITIONAL LICENSING OR REGULATORY REQUIREMENTS.

\WHAT ARE THE CONSEQUENCES OF OPERATING IN CALIFORNIA WITHOUT REGISTERING AS
A FOREIGN COMPANY?

OPERATING WITHOUT REGISTRATION CAN RESULT IN FINES, PENALTIES, INABILITY TO ENFORCE CONTRACTS IN CALIFORNIA
COURTS, AND POTENTIAL LEGAL ACTIONS BY THE STATE.

ADDITIONAL RESOURCES

1. DoinG BusINesS IN CALIFORNIA: A GUIDE FOR FOREIGN COMPANIES

THIS BOOK PROVIDES A COMPREHENSIVE OVERVIEW FOR FOREIGN COMPANIES LOOKING TO ESTABLISH OR EXPAND THEIR
OPERATIONS IN CALIFORNIA. IT COVERS LEGAL REQUIREMENTS, BUSINESS REGISTRATION, TAX CONSIDERATIONS, AND CULTURAL
INSIGHTS. READERS WILL FIND PRACTICAL ADVICE ON NAVIGATING THE REGULATORY ENVIRONMENT AND UNDERSTANDING LOCAL
MARKET DYNAMICS.

2. CALIFORNIA CORPORATE L AW FOR INTERNATIONAL INVESTORS

FOCUSED ON THE LEGAL FRAMEWORK GOVERNING CORPORATIONS IN CALIFORNIA, THIS BOOK EXPLAINS KEY STATUTES AND
COMPLIANCE ISSUES RELEVANT TO FOREIGN INVESTORS. |T DISCUSSES INCORPORATION OPTIONS, SHAREHOLDER RIGHTS, AND
DISCLOSURE OBLIGATIONS. THE BOOK IS ESSENTIAL FOR FOREIGN ENTITIES SEEKING TO UNDERSTAND CORPORATE GOVERNANCE
AND REGULATORY COMPLIANCE.

3. Cross-Borper TRADE AND INVESTMENT IN CALIFORNIA

THIS TITLE EXPLORES THE COMPLEXITIES OF CROSS-BORDER TRADE BETWEEN CALIFORNIA AND INTERNATIONAL MARKETS. |T
DETAILS IMPORT/EXPORT REGULATIONS, CUSTOMS PROCEDURES, AND TRADE AGREEMENTS AFFECTING FOREIGN BUSINESSES.
ADDITIONALLY, IT HIGHLIGHTS STRATEGIES TO MANAGE CURRENCY RISKS AND SUPPLY CHAIN CHALLENGES.

4. TaAxATION AND COMPLIANCE FOR FOREIGN BUSINESSES IN CALIFORNIA

A DETAILED GUIDE ON THE TAX OBLIGATIONS AND COMPLIANCE REQUIREMENTS FOR FOREIGN COMPANIES OPERATING IN
CALIFORNIA. TOPICS INCLUDE STATE AND LOCAL TAXES, TRANSFER PRICING, AND INTERNATIONAL TAX TREATIES. THE BOOK
ALSO OFFERS PRACTICAL TIPS FOR TAX PLANNING AND AVOIDING COMMON PITFALLS.

5. NAVIGATING EMPLOYMENT LAW IN CALIFORNIA FOR FOREIGN EMPLOYERS

THIS Book EXAMINES CALIFORNIA’S EMPLOYMENT LAWS WITH A FOCUS ON FOREIGN BUSINESSES HIRING LOCAL STAFF. [T
COVERS WAGE AND HOUR LAWS, EMPLOYEE BENEFITS, ANTI-DISCRIMINATION REGULATIONS, AND WORKPLACE SAFETY
STANDARDS. EMPLOYERS WILL GAIN INSIGHTS INTO CREATING COMPLIANT HR POLICIES AND MANAGING LABOR RELATIONS.

6. MARKET ENTRY STRATEGIES FOR FOREIGN COMPANIES IN CALIFORNIA



OFFERING STRATEGIC ADVICE, THIS BOOK HELPS FOREIGN COMPANIES CHOOSE THE BEST MARKET ENTRY MODE, SUCH AS JOINT
VENTURES, PARTNERSHIPS, OR WHOLLY OWNED SUBSIDIARIES. [T DISCUSSES MARKET RESEARCH, COMPETITIVE ANALYSIS, AND
CUSTOMER ENGAGEMENT TAILORED TO CALIFORNIA’S DIVERSE ECONOMY. CASE STUDIES PROVIDE REAL-WORLD EXAMPLES OF
SUCCESSFUL MARKET ENTRIES.

7. INTELLECTUAL PROPERTY PROTECTION FOR FOREIGN BUSINESSES IN CALIFORNIA

THIS BOOK GUIDES FOREIGN COMPANIES ON PROTECTING THEIR INTELLECTUAL PROPERTY RIGHTS WITHIN CALIFORNIA. |IT COVERS
PATENTS, TRADEMARKS, COPYRIGHTS, AND TRADE SECRETS, INCLUDING REGISTRATION PROCESSES AND ENFORCEMENT
MECHANISMS. THE TEXT ALSO ADDRESSES CHALLENGES POSED BY INFRINGEMENT AND COUNTERFEITING.

8. ENVIRONMENTAL REGULATIONS AND COMPLIANCE FOR FOREIGN COMPANIES IN CALIFORNIA

CALIFORNIA IS KNOWN FOR STRINGENT ENVIRONMENTAL LAWS, AND THIS BOOK DETAILS THE REGULATORY LANDSCAPE FOREIGN
BUSINESSES MUST NAVIGATE. TOPICS INCLUDE EMISSIONS STANDARDS, WASTE MANAGEMENT, AND SUSTAINABILITY
REQUIREMENTS. THE BOOK OFFERS PRACTICAL GUIDANCE TO ENSURE COMPLIANCE AND AVOID PENALTIES.

Q. CorrPORATE FINANCE AND FUNDING OPTIONS FOR FOREIGN ENTERPRISES IN CALIFORNIA

THIS TITLE EXPLORES THE FINANCIAL ASPECTS OF DOING BUSINESS IN CALIFORNIA, FOCUSING ON FUNDING SOURCES AV AILABLE
TO FOREIGN COMPANIES. |T EXAMINES VENTURE CAPITAL, PRIVATE EQUITY, BANK LOANS, AND GOVERNMENT INCENTIVES. THE
BOOK ALSO DISCUSSES FINANCIAL PLANNING, RISK MANAGEMENT, AND CAPITAL STRUCTURE OPTIMIZATION.
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