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business is located. FBN statements must be published in a local newspaper and renewed every five years.

HOW TO REGISTER YOUR BUSINESS IN CALIFORNIA: A COMPLETE STEP-BY-STEP GUIDE

STEP 3: FILE FORMATION DOCUMENTS WITH THE SECRETARY OF STATE

Launching a business in the Golden State is an exciting venture, but the process of making it official can feel overwhelming if you do not know where
to start. Understanding how to register your business in California is the first critical step toward turning your entrepreneurial dream into a legal
reality. California has specific requirements, forms, and fees that differ from other states, so following the correct procedure ensures you remain
compliant from day one. Whether you are forming a sole proprietorship, a limited liability company (LLC), or a corporation, this guide will walk you
through every stage of the process in a clear and practical manner.

California boasts one of the largest economies in the world, and registering your business properly positions you to take full advantage of the
opportunities available here. From protecting your personal assets to establishing credibility with customers and vendors, completing your
registration correctly provides a solid foundation for long-term success. Below, you will find a detailed roadmap that covers naming your business,
choosing a legal structure, filing with the Secretary of State, obtaining necessary permits, and meeting tax obligations.

STEP 1: CHOOSE YOUR BUSINESS STRUCTURE

Before you can file any paperwork, you must decide which legal structure best suits your business. Your choice affects your personal liability, tax
obligations, and ongoing compliance requirements. The most common options in California include:

* Sole Proprietorship - The simplest structure, with no formal registration required at the state level. However, you must file a Fictitious
Business Name (FBN) statement if you operate under a name other than your own legal name. You are personally liable for all debts and
obligations.

e General Partnership - Similar to a sole proprietorship but with two or more owners. A written partnership agreement is strongly
recommended, and you may need to register a Fictitious Business Name.

 Limited Liability Company (LLC) - Offers personal liability protection while providing flexible management and tax options. LLCs must file
Articles of Organization with the California Secretary of State and pay an annual franchise tax.

e Corporation (C Corp or S Corp) - Provides the strongest liability protection and is ideal for businesses seeking outside investment.
Corporations must file Articles of Incorporation, issue stock, and hold regular board meetings. S Corps require an additional election with the
IRS.

Each structure has distinct advantages and trade-offs. If you are unsure which one fits your goals, consulting a business attorney or a qualified
accountant can save you time and money in the long run. Once you have made your choice, you are ready to move forward with the registration
process.

Now comes the official registration. Depending on the business structure you selected, you will file specific documents with the California Secretary of
State. You can file online, by mail, or in person.

For LLCs: Articles of Organization (Form LLC-1)

File the Articles of Organization with the Secretary of State. The filing fee is $70. You will need to provide the LLC's name, business address, purpose,
and the name and address of at least one organizer. You may also choose to include a longer duration or additional provisions. Processing times vary,
but online filings are typically faster.

For Corporations: Articles of Incorporation (Form ARTS-GS)

File the Articles of Incorporation along with a Statement of Information (Form SI-200) and the required fee. The total filing fee for a standard
corporation is $100. You must include the corporation's name, purpose, number of authorized shares, and the name and address of the initial agent
for service of process.

For Nonprofits: Articles of Incorporation (Form ARTS-NP)

Nonprofit corporations file a different set of Articles of Incorporation. The fee is $30. You must also apply for tax-exempt status with the IRS and the
California Franchise Tax Board separately.

Once your formation documents are approved, the Secretary of State will issue a certificate of formation. This document serves as proof that your
business is officially registered with the state.

STEP 4: APPOINT AN AGENT FOR SERVICE OF PROCESS

California law requires every LLC, corporation, and limited partnership to maintain an agent for service of process in the state. This agent accepts
legal documents, such as lawsuits or subpoenas, on behalf of your business. You can designate an individual within your company or hire a registered
agent service. The agent's physical address must be in California, and their name and address must be included in your formation documents. Sole
proprietorships and general partnerships are not required to have a registered agent unless they file a Fictitious Business Name statement.

STEP 2: SELECT AND RESERVE YOUR BUSINESS NAME

STEP 5: OBTAIN AN EMPLOYER IDENTIFICATION NUMBER (EIN)

Your business name is one of your most valuable assets, so choosing a name that is both memorable and legally available is essential. California has
specific rules regarding business names, and you must ensure your chosen name is not already in use by another entity registered with the Secretary
of State.

Check Name Availability

Use the California Secretary of State's online business search tool to see if your desired name is available. Search for exact matches and similar
names to avoid potential trademark issues. Your name must be distinguishable from all other registered names on record.

Reserve Your Name (Optional)

If you are not ready to file your formation documents immediately, you can reserve your business name for up to 60 days by filing a Name
Reservation Request with the Secretary of State. The reservation fee is currently $10. This step is optional but recommended if you want to secure a
specific name before completing your paperwork.

Fictitious Business Name (FBN)

If you are operating as a sole proprietorship or partnership under a name that does not include your legal name, or if your LLC or corporation uses a
name different from the one on file with the state, you must file a Fictitious Business Name statement with the county clerk in the county where your

An Employer Identification Number, or EIN, is a federal tax ID number issued by the IRS. Even if you do not have employees, obtaining an EIN is often
necessary for opening business bank accounts, filing taxes, and applying for permits. You can apply for an EIN online through the IRS website at no
cost. The application takes only a few minutes, and you receive your EIN immediately upon completion. If you are a sole proprietor without
employees, you may use your Social Security number instead, but obtaining an EIN adds a layer of privacy and professionalism.

STEP 6: REGISTER WITH THE CALIFORNIA FRANCHISE TAX BOARD

Once your business is formed, the California Franchise Tax Board (FTB) automatically receives your information from the Secretary of State. However,
you must ensure you understand your ongoing tax obligations. LLCs are subject to an annual franchise tax of $800, regardless of income, for the first
year. Corporations also pay an annual minimum franchise tax of $800. Sole proprietorships and partnerships are not subject to the franchise tax but
must still file state income tax returns. You may be eligible for a waiver of the first-year $800 tax for LLCs if you file within a certain timeframe after
formation. Check the FTB website for current rules and deadlines.

Additionally, you must register with the Employment Development Department (EDD) if you plan to hire employees. The EDD handles payroll taxes,
unemployment insurance, and disability insurance. Registration is free and can be completed online.

STEP 7: OBTAIN BUSINESS LICENSES AND PERMITS

California does not have a single general business license. Instead, you must obtain the specific licenses and permits required for your industry,
location, and business activities. This step is often overlooked but is critical for legal operation.
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City and County Licenses

Most cities and counties require a basic business license or permit to operate within their jurisdiction. Contact the city clerk or county clerk in your
area to determine the requirements. Fees vary based on location and business type. Some cities also require a home occupation permit if you are
running the business from your residence.

Professional Licenses

Certain professions require state-level licensing. Examples include contractors, real estate agents, barbers, cosmetologists, accountants, and
healthcare providers. Check with the California Department of Consumer Affairs or your specific regulatory board to ensure you meet all licensing
requirements.

Industry-Specific Permits

Depending on your business activities, you may need additional permits. Restaurants and food vendors need health permits. Retailers selling alcohol
need a liquor license. Businesses impacting the environment may need permits from the California Environmental Protection Agency. Construction
and manufacturing businesses often require building and safety permits. Research your industry thoroughly to avoid fines or shutdowns.

STEP 8: REGISTER FOR A SELLER'S PERMIT

STEP 10: FILE YOUR STATEMENT OF INFORMATION

If you plan to sell tangible goods or certain services in California, you must register for a seller's permit with the California Department of Tax and Fee
Administration (CDTFA). This permit allows you to collect sales tax from customers and remit it to the state. You can register online through the
CDTFA website at no cost. A seller's permit is also required if you make occasional sales but not if you sell only through online marketplaces that
already collect tax. You must post your permit in a visible location at your place of business.

STEP 9: OPEN A BUSINESS BANK ACCOUNT

After completing the registrations above, open a separate business bank account. This step is essential for keeping your personal and business
finances distinct, which protects your personal liability and simplifies tax filing. Most banks require your formation documents, EIN, and business
license to open an account. A business credit card can also help build your business credit profile. Maintaining separate accounts also makes
bookkeeping and financial reporting much easier.

LLCs and corporations must file a Statement of Information (SI) with the Secretary of State. For LLCs, the initial Sl is due within 90 days of filing the
Articles of Organization. For corporations, the initial Sl is due within 90 days of filing the Articles of Incorporation. After the initial filing, you must file a
Statement of Information every two years. The fee for LLCs is $20, and for corporations, it is $25. This document updates the state on your business
address, officers, and registered agent. Failure to file on time results in late penalties and potential suspension of your business status.

ONGOING COMPLIANCE AND ANNUAL REQUIREMENTS

Registering your business in California is not a one-time event. You must remain compliant with state and federal requirements to maintain good
standing. Here are key ongoing obligations:

¢ Annual Franchise Tax - LLCs and corporations must pay the annual $800 minimum franchise tax to the FTB. For LLCs, the fee increases with
gross revenue above certain thresholds.

e Biennial Statement of Information - File every two years with the Secretary of State.

Business License Renewals - City and county business licenses must be renewed annually or as required by your locality.

Sales Tax Returns - If you hold a seller's permit, you must file sales tax returns monthly, quarterly, or annually depending on your sales

volume.

Payroll Reports - If you have employees, file quarterly payroll tax reports with the EDD and the IRS.

Fictitious Business Name Renewal - FBN statements must be renewed every five years.

Missing any of these deadlines can result in penalties, interest, and even suspension of your business. Setting up calendar reminders or working with
a compliance service can help you stay on track.

COMMON MISTAKES TO AVOID

Even experienced entrepreneurs can make errors during the registration process. Here are some common pitfalls and how to avoid them:

Choosing the wrong business structure - Take time to evaluate your liability, tax, and management needs before deciding.

Failing to check name availability thoroughly - An approved name with the state does not guarantee trademark protection. Conduct a
broader search.

Ignoring local licensing requirements - State registration does not replace city or county licenses. Check with your local government.
Missing the 90-day Statement of Information deadline
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