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In California, corporations and limited liability companies (LLCs) are the most prevalent business forms. Each has
different characteristics that must be considered carefully because they may be an advantage to certain investors
but not to others.

p Due to the location advantage, the popular option for an overseas company to establish a presence in the US
is to incorporate a subsidiary in California. The subsidiary can be a corporation or an LLC. A corporation offers
limited liability and has centralised governance structures. Similarly, an LLC offers limited liability and can have
centralised governance structures if the members so elect. While corporations have been and still are the first
choice for foreign companies establishing a business presence in California, LLCs are an acceptable alternative,
but careful consideration should be given to the governance and tax aspects discussed below.

P The main statutes governing California corporations and LLCs are the California General Corporation Law and
California Revised Uniform Limited Liability Company Act. Both statutes are available online.

P The California Secretary of State is the administrative agency responsible for accepting and processing all
documents required to be filed to form and register any business entity in California.

S03ESBIRAR, RN FTAEE A RRIN (BHR IN) 28], FaRiEscE AR LM
B2 8)5%) (California General Corporation Law) JF A 7 BVAR {7 PR 22 E] ( Corporation) o
Unless otherwise mentioned, the corporation mentioned in this quotation specifically
refers to a company limited by shares registered in California, USA, in accordance with
the California General Corporation Law.

Gusde to Starting a Corporation i Califomia

Copyright @ 2002-2020 Kaizen CPA Limited EiR&iHESATERLH RHUMRRGRAD RN | 2



o3

5 B B 3 A BR 2 R F 2

Major Features of New York Corporation
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Name of Company

The name of a corporation must include one of
these words: "Company", "Corporation”,
“Incorporated”, "Limited", "incorporation”,
"Corp", "Co", "Inc", "Ltd", and " Professional
Corporation ".

Also, the name of a corporation must be
distinguishable from the names that are reserved
with the office of the Secretary of State or from the
names on records of each other corporation.

5%
EEMMBI(E B BNEIT RDBRATIERHE A
HeBMEHRFNRY, TMELASTHRRENEE
ATEo

Capital
California does not have a minimum capital
requirement to incorporate a corporation.

&
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Shareholders

There are no restrictions on the number of
shareholders (equity holders) a California company
can have. A corporation can have one or more
shareholders. The shareholder can be a legal entity
or natural person, without nationality limitation.
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Incorporators

An incorporator's primary role is to file the Articles
of Incorporation. The incorporator's name must be
listed on the certificate. An incorporator may be a
natural person or legal entity. The incorporator
does not have to reside or be incorporated in
California.

Director

There are no general restrictions or requirements
on the appointment of directors, except that they
must be natural persons. Typically, the
corporation's initial directors consist of one or more
of its founders, but there is no statutory
requirement that a director must be a shareholder.
There is no requirement that the directors must
reside in California or in the US. There is also no
requirement that any number of directors must be
US citizens or permanent residents. All directors
can be foreign citizens.
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Registered Agent

All corporations registered in California must have
a registered agent on behalf of the corporations to
receive legal documents. A registered agent may
be an individual who resides in California or a
business entity that is authorized to do business in
California. The registered agent must have a
physical street address in California. Kaizen can
provide a registered agent for your California
corporation.
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Articles of Incorporation

An Articles of Incorporation is a form filed with an
agency in your state to register your corporation.
The corporation needs to submit the Articles of
Incorporation to California registration’s office and
pay the registration filing fee. The officer will review
the document, and mail back the sealed Articles of
Incorporation with the filing date and filing number
if approved. Kaizen offers a free Articles of
Incorporation template that you can use in
California or any state.
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Bylaws

A corporation’s bylaws are its internal rules and
operating procedures. They are not filed with the
Secretary of State. Bylaws may include any
provisions relating to the business and affairs of the
corporation or the rights and powers of the
corporation and its directors, officers, shareholders
and employees. Bylaws cannot include anything
that is inconsistent with the law or the Articles of
Incorporation. The incorporators or directors must
approve initial bylaws.
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Corporation VS LLC
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In California, corporations and limited liability companies (LLCs) are the most prevalent business forms. Each has
different characteristics that must be considered carefully because they may be an advantage to certain investors
but not to others.
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T RN ERABFEETERAE, BA (ER)  Both corporations and LLCs shield their owners
LU BB RSN, WA ER &IBaREE.Ae from personal liability. The shareholders of a

7 (R 2) R AT = A S S A 4T corporation and the members of an LLC are not
e R personally liable for the debts, obligations and

liabilities of the entity.

B ERASNAERSEATE AT LIEIR KA ETE,  California corporations and LLCs have a statutory
right to exist perpetually and continue in

existence even if the original principals depart.

“~ [A] Differences
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Taxation

A corporation's income may subject to double taxation. A corporation must pay taxes on its income
when earned, and the shareholders must pay taxes on any dividends or other distributions they received
from the corporation. However, the corporation can choose to retain the earnings to finance growth and
reasonable needs of the business till USD 250,000 (USD 150,000 for personal service corporation) to
avoid double taxation. Accumulated Earnings Tax with tax rate 20%, in addition to regular income tax,
will be applied on corporations for unreasonably accumulating earnings, whenever the amount exceeds
USD 250,000 (USD 150,000 for personal service corporation).

In contrast, LLCs have the advantage of flow-through taxation. An LLC does not pay entity-level taxes on
its income; instead, profits and losses pass through to the members, then the members will report the
apportioned profits on their own income tax returns with applicable tax rates, regardless of whether the
income is distributed or not. If the LLC is profitable but does not distribute any cash to the owners, the
owners are still taxed on the income of the LLC. That is one potential downside of the LLC. However,
pass-through taxation can be advantageous if the owners can anticipate and take advantage of
company losses on their own tax returns.
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Management

Corporations have mandatory centralised management. Control of the business and affairs of the
corporation is vested in the corporation's board of directors, and the shareholders are generally not
involved in the day-to-day management of the affairs of the corporation. However, shareholder's
approval is required for certain significant transactions such as mergers. On the other hand, LLCs can be
managed either by the members themselves or by managers appointed by the members.
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Corporation Registration Procedures
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Your corporation's nhame must not be deceptively similar to the names of
other business entities already on file with California Secretary of State.
Names may be checked for availability by searching California Secretary of
State business name database. You can reserve a name online through the
California Secretary of State website.

FrE IAEEENEM M IIAIAE), EHERFTEMN NS R AER A BEM AL FH
BREMB M SED AT E, IR EE R, W= HEATENHES
(HFRRXBINRS) A XERIEIHERR. AREMHEAEE QBRI
POANERR RIEFE AR AL, 22 B AR AL, A BEVF RITRURR R SR E R AL A B3
%O

Your corporation is legally created by filing an Articles of Incorporation with
the California Secretary of State. Articles can be filed by postal mail and you
must include a Filing Cover Memo. The articles must include the corporation's
name; the registered office name and street address in California; the number
of shares authorized to issue; the mailing address and the name of the
incorporator.

P8 T INMGEM BRI A B ER A — N EMRIR E M R AR S A RINEM

REPEWCER X BIE WS MR R EETEMMNE DA 23R BB,
B EM IR N LRttt

Every California corporation must have an agent for service of process in the
state. This is an individual or corporation that agrees to accept legal papers on
the corporation's behalf if it was sued. The agent should agree to accept
service of process on your corporation’s behalf prior to designation.

The agent may be an individual California resident, or a business entity
authorized to do business in California. The registered agent must have a
physical street address in California.

Kol I 47 R 2 ) TR SL |9
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Set up a corporate records book in which you keep all your corporation’s
important papers, including minutes of director and shareholder meetings,
stock certificates, and stock certificate stubs. Keep your corporate records
book at the principal office of your corporation.

LENEM (Bylaws), BRIIERABNABEERSIE 20X M RMAENER B,
LB LZENEAT RARBEMARBIMMNA SEMOERER, BRREINE
DR ENEN, AL AR E RSN, F R BRI Re RS EER,

Bylaws are an internal corporate document that sets out the basic ground
rules for operating your corporation. They are not filed with the state. Your
corporation is not legally required to have corporate bylaws, but you should
adopt them because they establish your corporation's operating rules, and
help show banks, creditors, the IRS, and others that your corporation is
legitimate.

RENEFRZNEERRBATRIIAEE. ERHNERBRFEAZRRRE,
NEWIANFBEEEHEZ “ARNIZAER", ETisENETESRNERM
it AR BIARE AR XM EEA R ERE

The incorporator, the person who signed the Article of Incorporation, must
appoint the initial corporate directors who will serve on the board until the
first annual meeting of shareholders (when the board members who will serve
for the next term are elected by the shareholders). The incorporator must fill
in an “Incorporator’'s Statement” showing the names and addresses of the
initial directors. The incorporator must sign the statement and place a copy in
the corporate records book. The statement need not be filed with the state.

Kbt kG 47 L2 RS | 10
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The first meeting of the corporation's board of directors should be held at
which the directors can appoint corporate officers, adopt bylaws, select a
corporate bank, authorize the issuance of shares of stock, set the
corporation's fiscal year, and adopt an official stock certificate form and
corporate seal. The directors’ actions must be recorded in corporate minutes
prepared by the incorporator or any of the directors and approved by the
board of directors. Additionally, if the corporation will be an S corporation, the
directors should approve the election of S corporation status.

INABTERIII0E A, FRIBAE BN S BRI FTAPRKR ZHPIRERIF

R T ARNABRA. A B R EIREEE .

The California Corporation needs to submit the initial Statement of
Information within 90 days after the incorporation. The Statement of
Information shows a company's owners/officers, business address(es), and
business management structure.

MRAREITREASHMNNRRNLITIARMER, B/AF—RRERRITAR

REIED, HEARREMECRPEEE MRANURHKAES. BANERT
AR SRARIREAFD MIESS T 2IERI XIS 9IS, (BREBGRHPAE NERYT A 2 #u ) B
VAN 2. BN, BFSARMR T “IFATT R E BIRE BIRAIF &P, H
ELRERHA (BREIE35 AL T) SRR D FIES -

Issue stock to each shareholder. Although not legally required in most states, small
corporations usually issue paper stock certificates. Enter each shareholder's name and
contact information in the corporation'’s stock transfer ledger. A share of stock in your
corporation is classified as a security under state and federal security laws that
regulate the offer and sale of corporate stock. However, the federal government and
all states exempt most small corporations from these laws. For example, federal law
exempts "private offerings” a non-advertised sale to a limited number of people
(generally 35 or fewer). Most states have enacted their own versions of this SEC
exemption.

TEMINRIL—RAE, IRRERNU LT E,
To form a corporation in California, you need to take the steps set forth below.
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Compliance Requirements

I A T U 5 2 B AR B R
BT FINNGEMBIRR A B RABTHE LLCAT R MG EBINMNINSEME R A FTABIRR G FHRIBER A FTABRRNA
8, MMNBAF A E#TTHMR, AR SR E F R

P MMNFFLERZRENE, FIEEMNEMNELEN QB MR R Z &I N800KTEFIFEEN XY
RHBRABMES, 8L BAANRMRFEBRIEARE4TARELSR.

Comply with California Statement of Information
and Franchise Tax Requirements

All active business entities registered at California must file Statement of Information with the California Secretary
of State every year. Failure to file the required Statement of Information may result in penalties being assessed by
the Franchise Tax Board and suspension or forfeiture.

p California Franchise Tax Board requires that all active business entities registered in California or doing
business in California must file and pay the USD 800 minimum franchise tax. For corporations, the due date is
the 15th day of the 4th month after the close of your tax year.

Gusde to Starting a Corporation i Califonia . — " ;
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Comply with Other Tax and Regulatory Requirements

FrETEERILNRBBRA
BT IE R EIRF RS
(Employer  Identification
Number) BERBARABE
E#t&R2S (SSN), MeT@
I EE EHE RS R G
BREIRIES. BN, Reg@E
HHF A, ARRIFEZES.

Your corporation must
obtain a federal employer
identification number (EIN).
EIN can be obtained by
completing an online
application on the IRS
website if the responsible
person has SSN. Otherwise,
EIN application can only be
filed via postal mail.

EEiRF4S (EIN)
EIN

HRMNBRABNAERRER
ERSER, TLUEREASA
B AT, N6 0@ A 4R
RXH2ERFAEFH2553K
180 B RAG WML IR E
EFFia 2 al, AR FEEFIA
BV B R TIR 32 HR.

Only the corporation whose
shareholders are all tax
residents can elect S
corporation status for tax
purposes, it must submit
Form 2553 Election by a
Small Business Corporation
(signed by all the
shareholders). The election
should be filed within two
months and 15 days after
the beginning of the tax year
the election is to take effect,
or at any time during the tax
year preceding the tax year
it is to take effect. See the
IRS S Corporation Fact Sheet
for details.

ST IR
S Corporation Filing

EENMEIRI B RABRER
ERFELHRBREZR B
EEIRER, SENMMNATE
FR2E S REEGFRPRTERY
B X IFHIER BRI E .

Depending on the type of
business and where it is
located, your corporation
may need to obtain other
state and local business
licenses.

2R
Business Licenses

FINNFINA EEBREATENAT, XEAE:
Additional tax and regulatory requirements apply to your corporation. These include:
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Taxation
FrEEINF B E M AT TN IR E B NPT RN, ZBAZM BN E AT
RAMPFER BRI R BRI BER AT M S, MMArSHBIREIEBRAEE
p 4B 15H. R E LAY T BRI EZEDRE, WIER FT—NI{EB-
1 e NGB IR A BRI FT BB AR G IR A B 2 IR 198.84%37800 USD
ﬁEﬁ:ﬂ}’( Z R KEN,
Corporate Every business entity doing business in California is required to file a
Income state income tax return regardless of the amount, if any, of its net taxable
Tax income. California state business income tax returns are due on the 15th

day of the fourth month (Corporation) after the close of the year. If the
due date falls on a Saturday, Sunday, or legal holiday, the filing date
becomes the next business day. The annual tax for Corporation is the
greater of 8.84% of the corporation’s net income or USD 800 minimum
franchise tax.

RIEERE (RS) 1T, FraR B RATE LSS E AR a2
2 LS 288 5 IR Y, MIEB R TE S 4 15 B o B HR S A B A R %, HEE
7 BB BER108 158, BET R8N, BIEIEK T HIRETE), A S
P FERERIRE AR L B (RS HER) 31 (AT MR ShieR, BN A4

H R ABRZBRRADR S

Federal According to Internal Revenue Service (IRS), all business entities must file
Income an income tax return on or before the following April 15th of the tax year,
Tax or Oct 15th with extension, if calendar year is applied on tax purpose.

However, the business entity must pay the tax due in full no later than
the original due date for filing its tax return (not including extensions).
Interest and penalty will be charged on taxes paid late even if an
extension of time to file is granted.

TENNMERR B IZBY 22 B R G LA T L BB
A California corporation is subject to the following taxes:
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Foreign Corporations Doing Business in Delaware

P& T I INRIZ BB I B R A B, TENNNFF Rk 55 2 51, BB R A0 N SS I A AR S E M SCAS , SERF A INAN SN
MRE] IMN A BB RTEIMNIETE — M IR ZOE M ARSI B LRt FEERBHR, ZIMNABER
DN S5 BT A E FRATEM SR, R BEIMER— D HEREM NG A ABRFH A ENERX fFo

All corporations organized outside of California must register with remove California Secretary of State to do
business in California. Foreign corporations must appoint a registered agent for service of process physically
located in California. To register, file the State of California Qualification Certificate of a Foreign Corporation. The
completed certificate must be accompanied by a Certificate of Existence, dated within 6 months prior to the
filing of the certificate, from the foreign corporation’'s home state.

Gusde to Starting a Corporation i Califonia 3 g " :
Copyright @ 2002-2020 Kaizen CPA Limited BB ESHRERLE REMMESTRAEREI | 15



VASAEEM vitE &R viEssan
VERETKANE vVERRBE VEES
AT VAERE Wit g3t (Y EEs e VEEEE
v i A ik viEEHEIT VHEHEE
Vg EE v EME I v RIS E iy
vEHRE
v LE%iE VRIERR v BiREMMER
k0 VB EIRE vV ERER
%3 v 8l S A= VIEE® SRREAY v EiE s
VEREABER VAEEE v NG A
VERABER VEEEEN v R E A
_— _— —— HWEEIRE
L A
I EX A
28]
£2101-05%
572341 1444
nfo@kaizencpa.com
HERYI HE L FEHLE
AT E R LigmigilE EFEREHE
FRRERS0025 £+ 887800R S IHOAEIES
M TR 12881203-06F N Bk HBEH03E Elp o mIR303E
FBIE: +86 755 8268 4480 HEiE: 48621 64304114 #8i%: +86 10 6210 1890
Aigalt i EERLY
ABEHARE SN 2 2447138 b kbR REH LT
EEHRME142S 13£1302F 12200253303
2 3, E48: 10688 BB4: 069538 HR4: 10013 :
A% +886 2 2711 1324 FBIE: +65 6438 0116 ei3i5: +1 646 850 58

, +852 1521 9434 614
Wig: +85256164140

Gusde to Starting a Corporation i Califonia
Copyright @ 2002-2020 Kaizen CPA Limited BiE&HARSRERLE

@\
e ﬁﬁiﬁwww‘kaizencpa‘cor’
as

Jol TRl TEHES] | 16



